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WHEREUPON, the f o l l o w i n g proceedings were had a t 

10:34 a.m.: 

EXAMINER BROOKS: At t h i s time we w i l l c a l l Case 

Number 13,048, A p p l i c a t i o n of Devon Energy Production 

Company, L.P., f o r compulsory p o o l i n g , Lea County, New 

Mexico. 

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

Number 13,049, A p p l i c a t i o n of EGL Resources, I n c . , f o r 

compulsory p o o l i n g , Lea County, New Mexico. 

C a l l f o r appearances. 

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

of the Santa Fe law f i r m of K e l l a h i n and K e l l a h i n . I'm 

appearing today on behalf of Devon. We are the A p p l i c a n t 

i n the f i r s t case and the opponent i n the second case. 

EXAMINER BROOKS: And do you have witnesses? 

MR. KELLAHIN: Yes, s i r , I have f o u r t o be sworn. 

EXAMINER BROOKS: Other appearances? 

MR. HALL: Mr. Examiner, Scott H a l l , M i l l e r 

S t r a t v e r t , P.A., Santa Fe, appearing on behalf of EGL 

Resources, Incorporated, and Robert Landreth. I have two 

witnesses t h i s morning. 

EXAMINER BROOKS: Very good. The Cases Number 

13,048 and 13,049 r e l a t e t o the same h a l f s e c t i o n of land, 

and acc o r d i n g l y they w i l l be consolidated f o r purposes of 

hearing. 
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W i l l the witnesses please stand t o be sworn? 

(Thereupon, the witnesses were sworn.) 

EXAMINER BROOKS: Okay, since 13,048 was the case 

f i r s t f i l e d , and you're the A p p l i c a n t i n t h a t case, Mr. 

K e l l a h i n — 

MR. KELLAHIN: Yes, Mr. Brooks. 

EXAMINER BROOKS: — you may proceed. 

MR. KELLAHIN: Thank you. 

Gentlemen, t h i s i s not your o r d i n a r y compulsory 

p o o l i n g case. I t ' s d i f f e r e n t i n some very important ways. 

For many months now, Devon has been a c t i v e l y 

pursuing the a c q u i s i t i o n of 3-D seismic data, i n order t o 

u t i l i z e t h a t i n f o r m a t i o n t o more d e f i n i t i v e l y p i c k what t o 

do w i t h the Devonian. 

The s e c t i o n i n question i s Section 4. There i s 

an e x i s t i n g w e l l i n the n o r t h h a l f of 4. Devon i s the 

operator of t h a t w e l l . Their plan and proposal i s t o 

deepen t h a t w e l l t o the Devonian. They've gone through 

extensive and exhaustive n e g o t i a t i o n s w i t h Mr. Landreth and 

EGL. The end r e s u l t i s , the p a r t i e s are not able t o agree. 

The fundamental stumbling block t h a t weaves i t s 

way through a l l of the n e g o t i a t i o n s from s t a r t t o f i n i s h i s 

the f a c t t h a t Mr. Landreth contends t h a t a l l of Section 4 

should be dedicated t o a w e l l and t h a t i t should be 

dedicated t o 640-acre spacing, as e x i s t s i n the B e l l Lake 
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North-Devonian Pool. 

This i s a science case, i t ' s not a problem w i t h 

competing p o o l i n g cases. Once you make a d e c i s i o n on the 

science, regardless of what you do on any other issue, the 

u l t i m a t e answer i s the answer t h a t you accept w i t h regards 

t o the geology and the engineering data. So we t h i n k 

t h a t ' s the place t o s t a r t . 

We t h i n k a f t e r you see Devon's p r e s e n t a t i o n you 

w i l l agree w i t h Devon t h a t the r i g h t answer i s g r a n t i n g 

Devon's p o o l i n g A p p l i c a t i o n and denying t h a t of EGL. 

We're prepared t o go forward i n t h a t manner, and 

we'd l i k e t o deal w i t h the geologic p r e s e n t a t i o n f i r s t . 

EXAMINER BROOKS: Okay, what i s the name of the 

w e l l ? 

MR. KELLAHIN: I t ' s the Rio Blanco 4 Federal Well 

Com Number 1. I t ' s an e x i s t i n g w e l l w i t h an API number, 

i t ' s i n U n i t L e t t e r F of Section 4. 

EXAMINER BROOKS: Okay, and do both p a r t i e s 

propose t o u t i l i z e t h a t e x i s t i n g wellbore, or i s — 

MR. HALL: Yes, t h a t ' s c o r r e c t , Mr. Examiner. 

EXAMINER BROOKS: So there's no dis p u t e about the 

manner i n which the u n i t i s t o be developed, i t ' s j u s t a 

question of what land i s included w i t h i n the u n i t ? I s 

t h a t — 

MR. KELLAHIN: I t h i n k w e ' l l have t o l e t the 
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expert engineer describe the d i f f e r e n c e s , but my 

understanding i s t h a t the w e l l stops a t the base of the 

Morrow — 

EXAMINER BROOKS: Right. 

MR. KELLAHIN: — t h a t i t produced from the 

Morrow f o r a shor t p e r i o d of time, completion was attempted 

i n t he Atoka, and t h a t the p a r t i e s , I t h i n k , c o l l e c t i v e l y 

want t o whipstock i t and deepen i t t o t e s t the Devonian. 

EXAMINER BROOKS: Okay. 

MR. KELLAHIN: When you go from the n o r t h h a l f t o 

inc l u d e the south h a l f , the percentages are going t o 

change. So what you're going t o see i s , i n the south h a l f 

Devon has no i n t e r e s t . 

EXAMINER BROOKS: Okay, you may proceed. 

MR. KELLAHIN: Our f i r s t witness i s Mr. Jim 

Hager. 

JIM HAGER. 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

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

s t a t e your name and occupation? 

A. My name i s Jim Hager. I'm a senior geophysical 

advisor f o r Devon. 

STEVEN T. BRENNER, CCR 
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Q. I n what c i t y do you reside? 

A. Edmond, Oklahoma. 

Q. Would you summarize f o r us your education? 

A. I received a BS i n geology from Akron U n i v e r s i t y 

i n 1980, an MS i n geophysics from Wright State i n 1982. 

Q. Would you summarize f o r us your employment 

experience as a geophysicist? 

A. I worked f o r Chevron USA from 1982 t o 1998 and 

Snyder O i l from 1998 t o 1999, EEX Corporation from 1999 t o 

2000, and then Devon since December of 2000 t o the c u r r e n t 

date. 

Q. When we look a t Section 4, i s t h e r e a v a i l a b l e t o 

you now seismic data t h a t you can analyze? 

A. Yes, there i s . 

Q. I s t h a t data now what we would c h a r a c t e r i z e 3-D 

seismic information? 

A. Yes, i t i s . 

Q. Have you examined t h a t i n f o r m a t i o n from s t a r t t o 

f i n i s h ? 

A. Yes, b a s i c a l l y I have. 

Q. Have you s a t i s f i e d y o u r s e l f t h a t the methodology 

used t o gather the data was a p p r o p r i a t e l y done? 

A. Yes, i t was. 

Q. Have you s a t i s f i e d y o u r s e l f t h a t the p r o t o c o l s 

a p p l i e d f o r the gathering of the data were s a t i s f a c t o r i l y 

STEVEN T. BRENNER, CCR 
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accomplished? 

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

Q. Have you s a t i s f i e d y o u r s e l f t h a t the raw data has 

been p r o p e r l y processed and analyzed? 

A. Yes, i t has. 

Q. I s a l l t h i s i n f o r m a t i o n a v a i l a b l e t o you i n 

making a d e c i s i o n about the Devonian i n t h i s area? 

A. Yes, i t was. 

Q. I s t h i s seismic data p a r t of what I would c a l l an 

area or a g l o b a l review of seismic information? 

A. Yes, i t i s . I t ' s a l a r g e r 3-D data s e t . 

Q. And when we focus down on the issue between the 

Devonian t h a t you're i d e n t i f y i n g i n Section 4 and the 

Devonian t h a t ' s been produced i n Section 6 t o the west, 

have you c e r t a i n opinions on the r e l a t i o n s h i p between those 

two areas? 

A. Yes, I do have. 

Q. Do you have experience i n analyzing geophysical 

data not only f o r Devonian but f o r other formations? 

A. Yes. 

Q. Have you attempted t o c a l i b r a t e your geophysical 

data w i t h known conventional geology? 

A. Yes, I have. 

MR. KELLAHIN: We tender Mr. Hager as an expert 

g e o p h y s i c i s t . 
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MR. HALL: No o b j e c t i o n . 

EXAMINER BROOKS: So accepted. 

Q. (By Mr. Ke l l a h i n ) Mr. Hager, when we get t o the 

u l t i m a t e conclusions of your work, what o p i n i o n do you have 

w i t h regards t o whether or not the w e l l i n Section 4 i s a 

w i l d c a t w e l l , separate and apart from any other pool? 

A. The 3-D, I be l i e v e , c l e a r l y shows t h a t t hey're 

separated, and i t i s an e x p l o r a t i o n w e l l separated from the 

r e s e r v o i r i n Section 6. 

Q. When d i d Devon f i r s t i n i t i a t e i t s e f f o r t s t o 

acquire 3-D seismic data f o r t h i s s p e c i f i c area and a la r g e 

area around t h a t ? When d i d t h a t s t a r t ? 

A. That began i n the l a t t e r p a r t of the year 2000. 

WesternGeco was lo o k i n g f o r someone t o underwrite a 3-D 

survey out i n t h i s area. We were i n t e r e s t e d i n t h i s area. 

This was an area t h a t f o r a long time t h e r e had been ideas 

about Devonian and d i f f e r e n t type of plays. There was a 

l o t of Devonian production out i n t h i s area, so t h a t was 

one of the d r i v e r s behind t r y i n g t o get 3-D out here. 

And our understanding of i t i s , the Devonian i s a 

s t r u c t u r a l l y c o n t r o l l e d play, four-way closures. 3-D 

seismic data lends i t s e l f b e a u t i f u l l y t o t r y i n g t o f i n d 

these type of s t r u c t u r e s and i d e n t i f y these k i n d of 

prospects. So t h a t ' s why we pursue the 3-D data. 

There's a signed AFE t h a t we got from our 

STEVEN T. BRENNER, CCR 
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management i n the year 2001, January, 2001, t h a t shows 

where we got the money t o go forward t o underwrite t h i s 3-D 

survey. 

Q. Have you always been a p a r t of t h a t process? 

A. No, I wasn't, a c t u a l l y . I j o i n e d Devon i n 

December of 2000. The process was already s t a r t i n g t o move 

forward a t t h a t p o i n t , and then I took i t over. But i t was 

before the data was shot. I worked w i t h the WesternGeco 

geo p h y s i c i s t i n making sure the parameters were set up 

pr o p e r l y f o r a c q u i s i t i o n and t h a t we had the proper 

processing parameters i n place. So t h a t ' s where I came i n . 

And we got the okay w i t h i n our company. The d i s p l a y here 

t a l k s t o t h a t . 

Q. At t h i s p o i n t i s the 3-D seismic data t h a t i s 

commercially a v a i l a b l e so t h a t i f Mr. Landreth or EGL 

wanted t o use t h a t data, they could acquire the r i g h t t o 

use i t ? 

A. Yes. Yes, i t ' s been on the market since J u l y of 

2002. 

Q. When you look a t 2-D seismic data, i s t h e r e some 

2-D seismic data a v a i l a b l e i n t h i s area? 

A. There's a few l i n e s t h a t I'm aware o f . 

Q. Can you compare the d i f f e r e n c e from your 

pe r s p e c t i v e as an expert between the 2-D seismic data and 

having 3-D seismic i n f o r m a t i o n f o r t a r g e t i n g t he Devonian? 
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A. Yes, 2-D has some r e a l problems, because the 

assumption of 2-D seismic data i s t h a t e v e r y t h i n g t h a t 

you're imaging i s d i r e c t l y below t h a t seismic l i n e . I f you 

have l a r g e s t r u c t u r e s t h a t are o f f below where you are, the 

sound waves going down are going t o bounce o f f these 

s t r u c t u r e s and come back up, and you're going t o assume 

they ' r e below you. So a l o t of times y o u ' l l misplace where 

these s t r u c t u r e s are. 

2-D doesn't have q u i t e the noise suppression or 

the m u l t i p l i c i t y of t a k i n g samples of these d i f f e r e n t 

horizons, which give you a b e t t e r noise-to s i g n a l r a t i o , 

and i t r e s u l t s j u s t i n a b e t t e r image, b e t t e r o v e r a l l 

image, w i t h 3-D data. 

So 3-D i s d e f i n i t e l y , by f a r , a much b e t t e r t o o l 

t o use t o look f o r s t r u c t u r a l plays p a r t i c u l a r l y . 

S t r a t i g r a p h i c plays are also enhanced w i t h 3-D data. 

Q. When we look a t conventional l o g data and 

conventional geology, are you going t o be able t o use t h a t 

t o the ex t e n t t h a t you could determine what t o do w i t h any 

Devonian p o t e n t i a l i n Section 4? 

A. Conventionally, there's so few p o i n t s of c o n t r o l 

t h a t you r e a l l y cannot map t h i s up p r o p e r l y w i t h — There's 

j u s t a few p o i n t s of c o n t r o l t o be able t o map out what the 

s t r u c t u r a l p i c t u r e looks l i k e . 

However, sonic logs t h a t were recorded i n these 
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w e l l s , you can make a s y n t h e t i c seismogram from the sonic 

l o g and then t i e i t t o your seismic, and t h a t ' s the proper 

way t o do i t . And here we have e x c e l l e n t s y n t h e t i c t i e s t o 

our seismic data, so we're r e a l l y c o n f i d e n t t h a t we're on 

these d i f f e r e n t events, we're on the Devonian. We can see 

i t very c l e a r l y because there's such a l a r g e v e l o c i t y 

c o n t r a s t from the o v e r l y i n g Woodford shale t o the 

u n d e r l y i n g very f a s t Devonian, so you know e x a c t l y where 

you are. And you can map t h i s out very — w i t h a l o t of 

confidence, you can map out the Devonian s t r u c t u r e out 

here. 

Q. A f t e r we look a t your supporting i n f o r m a t i o n and 

how you reach your conclusion — and w e ' l l do t h a t i n a 

second — summarize f o r us what i s your conclusion as a 

ge o p h y s i c i s t . 

A. My conclusion i s t h a t timingwise we're already 

pursuing t h i s a t the end of 2000, and we have the paperwork 

and the e-mails and so on t o j u s t show the progress of 

f o l l o w i n g t h i s — the idea through the shooting of the 3-D 

data. 

S t r u c t u r a l l y , there's no doubt i n my mind these 

two areas are separated s t r u c t u r a l l y . 3-D data c l e a r l y 

shows t h i s . I have a l o t of confidence i n the 3-D 

i n t e r p r e t a t i o n because of the e x c e l l e n t t i e between the 

w e l l logs and the 3-D seismic data. 
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Q. Have you worked i n a s s o c i a t i o n w i t h Mr. Steve 

Hulke? 

A. Yes, I have. 

Q. Steve i s Devonian's g e o l o g i s t t h a t deals w i t h the 

conventional geology? 

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

Q. Have you and he worked t o put together a 

composite map t h a t not only shows some of the conventional 

data but also includes h e l p i n g him p i c k these l i n e s of 

f a u l t i n g on t h i s d i s p l a y , which w e ' l l i d e n t i f y l a t e r , but 

f o r purposes of the record we've been l o o k i n g a t E x h i b i t 

B-1? 

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

Q. So t h a t represents p a r t of your work and h i s 

work? 

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

Q. Well, l e t ' s go back t o the beginning. I f y o u ' l l 

look a t E x h i b i t A - l , lead us through the process t h a t Devon 

has been engaged i n t o gather the appropriate data so t h a t 

you could then look a t i t and make decisions about Section 

4. 

A. Okay. At the very beginning i t j u s t shows a p l a t 

t h a t d i s p l a y s where WesternGeco's 3-D spec seismic i s 

a v a i l a b l e t o anyone who wants t o purchase i t , i n New Mexico 

and Texas. The red c i r c l e shows where the southwest Lea 
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Phase 1 3-D survey i s and where •— the area t h a t we're 

t a l k i n g about here. 

The second page i s j u s t k i n d of — I t ' s j u s t a 

blow-up, j u s t t o show the southwest Lea area again, j u s t t o 

show where t h i s 3-D survey i s located. I b e l i e v e the area 

covered i s about 177 square miles. 

And moving forward t o the t h i r d page, t h i s 

shows — a t the end of the year 2000 i t shows a p l a t where 

a t t h a t time we were working w i t h the WesternGeco 

ge o p h y s i c i s t t o set up proper a c q u i s i t i o n parameters, 

s h o t l i n e spacing, geophone spacing, the number of 

geophones, a l l those type of t h i n g s . So again, the c i r c l e 

k i n d of c i r c l e s us i n now t o the area t h a t we're t a l k i n g 

about, Section 6, Section 4. 

The next one i s an e-mail, and t h i s was from 

Martha George, and she i s the sales rep f o r WesternGeco, 

and she would weekly send us updates t o any of the 

un d e r w r i t e r s of the 3-D survey. And a t t h i s p o i n t they had 

already s t a r t e d the survey. 

There was a delay between when we a c t u a l l y 

underwrote the survey, which was — we got the signed AFE 

i n house i n Devon i n February — a c t u a l l y i t was February 

8 t h , I t h i n k , we had i t signed, of 2001 — between t h a t 

p o i n t and when they had p e r m i t t i n g done and were able t o 

s t a r t a c q u i r i n g the survey. They s t a r t e d a c q u i r i n g i t 
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Friday, J u l y 13th of 2001. And i t j u s t t a l k s about the 

d i f f e r e n t sweep t e s t s and t h i n g s t h a t normally occur when 

you're shooting 3-D data, when they're — j u s t get out i n 

the f i e l d a t the very beginning. 

The next page shows when i t was completed. They 

completed a c q u i s i t i o n on November 17th of 2001. The data 

— They spent a l o t of time on p o r o s i t y and they spent a 

l o t of time on r e f r a c t i o n s t a t i c s . R e f r a c t i o n s t a t i c s are 

very important, because near-surface i n f o r m a t i o n or near-

surface v e l o c i t y c o n t r a s t can cause d i f f e r e n t e f f e c t s i n 

the subsurface. 

So between November 17th, and on the next page i t 

shows J u l y 23rd, 2002, i s when they f i n a l l y released the 

f i n a l processed 3-D data. So t h a t ' s when we f i n a l l y got 

the data shipped t o us. 

And then the next page shows when we loaded i t up 

t o our w o r k s t a t i o n a t Devon, which was on J u l y 30th, 2002. 

We s t a r t e d working the data a t t h a t p o i n t . 

Q. Let me s h i f t gears then. Let's look s p e c i f i c a l l y 

a t Section 4 so t h a t we can examine the basis f o r your 

conclusion t h a t the Devonian i n Section 4 i s separate and 

d i s t i n c t from the Devonian t h a t ' s produced i n the w e l l i n 

6. Okay? 

A. Okay, what t h i s d i s p l a y shows on the l e f t i s a 

Devonian depth s t r u c t u r e map. I t covers Section 6, Section 
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5, Section 4, Section 7 and Section 8. The contour 

i n t e r v a l i s 50 f e e t , the scale here i s one inch i s equal t o 

1000 f e e t . 

And what we can see i s t h a t from the 3-D data 

we've mapped out what you would c a l l a pop-up f e a t u r e . 

I t ' s s t r u c t u r a l l y c o n t r o l l e d . There's a f a u l t t o the west 

and a f a u l t t o the east. I t ' s up i n the center, and t h i s 

i s where the North B e l l Lake f i e l d i s l o c a t e d . 

There's a syncline t h a t you can e a s i l y map, and 

I ' l l i l l u s t r a t e here i n a second w i t h a seismic l i n e . And 

then you climb up on the s t r u c t u r e o f f t o the east. This 

i s the Rio Blanco, and you can see the Rio Blanco Number 4 

Fed 1 w e l l — or 4 Fed Number 1 w e l l , i n Section 4. 

The seismic l i n e i s shown on the map. I t goes 

from west t o east and then south t o n o r t h and then west t o 

east, and i t t i e s — 

Q. Yeah, before you get i n t o — 

A. Sure. 

Q. — the r i g h t p o r t i o n of the d i s p l a y , w e ' l l come 

back and look a t t h a t i n a second. But look f i r s t of a l l 

on the l e f t side — 

A. Uh-huh. 

Q. Where we had the bird's-eye view, l o o k i n g down on 

the f e a t u r e . 

A. Uh-huh. 
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Q. When we look on the f a r western side i n Section 

6, Section 6 i s approximately s p l i t e a s t - h a l f / w e s t - h a l f 

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

A. Right. 

Q. Can you i d e n t i f y the f a u l t l i n e shown on your 

e x h i b i t and o r i e n t i t t o the f a u l t l i n e t h a t ' s shown on 

E x h i b i t B-1? Would you do t h a t f o r me? 

A. Sure w i l l . That f a u l t up t o the west i s t h i s 

f a u l t r i g h t here. 

Q. I t ' s the f i r s t f a u l t immediately t o the east of 

what i s ch a r a c t e r i z e d as the B e l l Lake f a u l t ? 

A. That's c o r r e c t , B e l l Lake f a u l t and then the 

f i r s t f a u l t here. 

Q. Have you examined the geophysical data, the 3-D 

seismic i n f o r m a t i o n , t o give y o u r s e l f enough v a r y i n g 

snapshots of the r e s e r v o i r t o s a t i s f y y o u r s e l f t h a t you've 

a c c u r a t e l y depicted the l o c a t i o n of the f a u l t we're t a l k i n g 

about? 

A. Yes, very accurately. We have 110-foot b i n 

spacing. That means t h a t every 110 f e e t across t h i s e n t i r e 

area we have a sample, we have a t r a c e , so we can map i t a t 

those p o i n t s . So very accurately you can n a i l down where 

these f a u l t s are. 

Q. Did you do the same t h i n g f o r the f a u l t t h a t ' s on 

the eastern edge of the North B e l l Lake-Devonian Pool? Do 
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you see t h a t l i n e ? 

A. Yes. 

Q. That's i n the western p o r t i o n of Section 5. Show 

t h a t again. 

A. Sure, t h a t would be t h i s f a u l t r i g h t here, then. 

And the same approach was taken. 

Q. Let me confine you t o the thr e e p e n e t r a t i o n s t h a t 

are shown on t h i s d i s p l a y t h a t are i n the North B e l l Lake-

Devonian Pool, s t a r t i n g f i r s t w i t h the B e l l Lake U n i t A/C 6 

w e l l . Do you see that ? 

A. Uh-huh. 

Q. That's the b i g w e l l , r i g h t ? 

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

Q. When you go east of t h a t w e l l you get the B e l l 

Lake Federal 2? 

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

Q. These footages i n r e l a t i o n t o each of those 

w e l l s , what are those? 

A. The footages are subsea values. I t ' s t a k i n g the 

measured depth minus the K e l l y bushing, and you come up 

w i t h a value — reference t o a sea-level datum. Those are 

negative numbers. 

Q. And then n o r t h of t h a t , i n s i d e the red c i r c l e , i s 

the North B e l l Lake Federal 3? 

A. Right. 
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Q. There's a number associated w i t h t h a t ? 

A. Right, again the same t h i n g a p p l i e s . 

Q. So f i t a l l three of those together w i t h your 

seismic i n f o r m a t i o n and t e l l us what k i n d of f e a t u r e we're 

l o o k i n g at? 

A. B a s i c a l l y we're looking a t a top of a s t r u c t u r a l 

f e a t u r e . They're a l l very close i n depth t o one another, 

and not much d i f f e r e n c e between the thr e e of them, but 

they're a l l s i t t i n g on the very top of t h i s s t r u c t u r a l 

f e a t u r e . 

Q. Now take us t o the east of t h a t pool and show us 

how you've concluded t h a t there i s a disconnect between 

Section 6 and Section 4. 

A. Sure. As you come across t o the east, we drop 

o f f on the down side of t h a t f a u l t , and i t f a l l s o f f i n t o a 

s y n c l i n e . And then i t climbs back up on another s t r u c t u r e , 

the s t r u c t u r e t h a t we're — our prospect s t r u c t u r e , o f f t o 

the east. 

Q. Are you s a t i s f i e d t h a t t h e r e i s enough 

displacement between the two s t r u c t u r e s w i t h t h i s low 

trough i n Section 5 — 

A. Yes. 

Q. — t o separate the hydrocarbons? 

A. Yes, I am. There's the f a u l t — What i s 

juxtaposed across the f a u l t from the porous Devonian, 
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somewhat porous Devonian, i s the Woodford shale, which i s a 

nonporous, nonpermeable formation t h a t acts as an e x c e l l e n t 

t r a p across the f a u l t . 

Q. When we're lo o k i n g a t the B e l l Lake 6 w e l l i n 

Section 6, what k i n d of r e s e r v o i r are we d e a l i n g with? I s 

t h i s a sand r e s e r v o i r or a carbonate? What i s t h i s ? 

A. I t ' s a carbonate r e s e r v o i r . 

Q. I see on your d i s p l a y t h a t i f you look on the 

southern p o r t i o n of i t , you've dashed i n what i s i d e n t i f i e d 

as a gas-water contact. 

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

Q. What does t h a t represent? 

A. That value, minus 11,364, comes from the B e l l 

Lake 6 w e l l . That i s the — the d r i l l stem t e s t — A 

se r i e s of d r i l l stem t e s t s were taken i n t h a t w e l l . We 

took a d r i l l stem t e s t — And Steve Hulke w i l l be speaking 

t o t h i s i n more d e t a i l , he has dis p l a y s t h a t w i l l show 

t h i s . But one d r i l l stem t e s t t o the next d r i l l stem t e s t , 

one t e s t e d water, one t e s t e d gas. We f i g u r e r i g h t i n 

between i s a good place t o put the gas-water, and t h a t ' s 

how we located i t . The distance between the d r i l l stem 

t e s t s was p r e t t y s h o r t . I bel i e v e i t was j u s t a few tens 

of f e e t . So we f e e l t h a t our gas-water contact i s very 

a c c u r a t e l y i d e n t i f i e d here. 

Plus we can show t h a t the s t r u c t u r e from the 3-D 
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closes o f f a t the f a u l t s , which gives us a very good idea 

of what the container s i z e i s f o r t h i s f e a t u r e . 

Q. I n determining t h a t these two containers are 

separated — 

A. Uh-huh. 

Q. — what s i g n i f i c a n c e does the gas-water contact 

have f o r you i n t h a t decision? 

A. B a s i c a l l y , we see t h a t we would drop — t h a t the 

gas-water shows you where the end of the gas column i s , and 

t h a t by going across the syncline and then up on the next 

s t r u c t u r e we are separated, we are s t r u c t u r a l l y separated, 

and the gas-water contact w i l l show — i s a value t h a t 

d e f i n i t e l y separates the two s t r u c t u r e s from one another. 

Q. One of the t h i n g s t h a t Examiner Brooks w i l l need 

t o do i n a p o o l i n g case i s make a d e c i s i o n about what r i s k 

f a c t o r p enalty t o award whichever A p p l i c a n t he deems 

app r o p r i a t e t o issue the approval f o r . Mr. Hager, do you 

have an o p i n i o n about whether the maximum 200-percent r i s k 

f a c t o r p enalty i s appropriate f o r the r e - e n t r y of the w e l l 

i n Section 4? 

A. Yes, I b e l i e v e i t i s . There's r i s k associated 

w i t h t h i s , t h i s i s an e x p l o r a t i o n w e l l . 

Q. Has t h a t r i s k been diminished t o the p o i n t t h a t 

the r i s k i s less than 200 percent because you now have 3-D 

seismic information? 
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A. No, I don't b e l i e v e so. 

Q. Let's go t o the r i g h t side of the d i s p l a y , and 

we're now lo o k i n g a t a v e r t i c a l section? 

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

Q. We've s h i f t e d from a footage-based d i s p l a y , and 

now we're l o o k i n g a t a map t h a t i s done i n components of 

time? 

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

Q. Before we t a l k about the conclusions, l e t ' s t a l k 

about how you do t h i s . 

A. This i s a — From the w o r k s t a t i o n you can take a 

s e c t i o n out of i t i n any d i r e c t i o n you want. Most — A l o t 

of people c a l l those a r b i t r a r y l i n e s , and t h a t ' s b a s i c a l l y 

what t h i s l i n e shown on the map i s , i t ' s an a r b i t r a r y l i n e 

t y i n g the B e l l Lake 6 and the Rio Blanco Number 1 w e l l s . 

And what i t i l l u s t r a t e s i s what i s shown on the 

map, t h a t we have a s t r u c t u r a l f e a t u r e , we have the B e l l 

Lake 6 w e l l , penetrates the Devonian, which i s purple on 

t h i s seismic l i n e . We drop down on the down side of the 

f a u l t heading t o the east. There's a s y n c l i n e t h a t 

separates us. 

Then we h i t another f a u l t which i s up t o the 

east, and t h a t ' s where our prospect i s , t h a t ' s where our 

s t r u c t u r a l prospect i s . And you can see the s t r u c t u r e over 

t o the east i s a c t u a l l y a l i t t l e b i t higher than the one a t 
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North B e l l Lake f i e l d . 

And the Devonian — the seismic data — the 

q u a l i t y of i t i s r e a l l y very good, I t h i n k . I t ' s very easy 

t o map. The events are p r e t t y — are very continuous, and 

i t ' s j u s t — i t ' s a good data set t o work w i t h . 

Q. As you're aware, Mr. Hager, th e r e has been an 

ongoing discussion between Devon and Mr. Landreth about 

d i s c l o s i n g t o Mr. Landreth the 3-D seismic data. 

A. Uh-huh. 

Q. You have not shown a l l the data, have you? 

A. Oh, no, t h i s i s j u s t one l i n e , one c u t from the 

3-D data set. 

Q. And u n t i l such time as Mr. Landreth or EGL 

decides t o help pay f o r t h a t — 

A. Uh-huh. 

Q. — you p r e f e r t h a t t h a t not be disclosed? 

A. That's c o r r e c t . We have a c o n t r a c t and we have a 

— you know, signed w i t h WesternGeco t h a t we're l i m i t e d as 

t o what we can show and so on. 

Q. Do you have a waiver from the geophysical company 

so t h a t — 

A. Yes — 

Q. — you could s e l e c t a l i n e t h a t you t h i n k i s 

r e p r e s e n t a t i v e , and f a i r l y r e p r e s e n t a t i v e , of the p o i n t — 

A. Uh-huh. 
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Q. — t h a t Section 4 Devonian i s separate and 

d i s t i n c t from the Devonian i n Section 6? 

A. Yes. 

Q. And i s the l i n e we're lo o k i n g a t such a l i n e ? 

A. Yes, t h i s i s the l i n e . 

Q. When you look a t the top p a r t of the l i n e , I want 

t o see where you get t h i s — i s every v e r t i c a l black l i n e 

— Well, I guess what I'm loo k i n g f o r i s , how do I know — 

where do I f i n d the 110 f e e t between l i n e s ? 

A. Okay, the t r a c e i s on here. Every t r a c e , every 

squiggle coming down, the distance between each one i s 110 

f e e t . 

Q. And above t h a t i s r e g u l a r l y spaced a s h o r t 

v e r t i c a l dashed l i n e . What i s tha t ? 

A. Those are j u s t l o c a t o r s . You can d i s p l a y your 

seismic any way you want. I work on a Landmark Seisworks 

w o r k s t a t i o n , or the software t h a t we're using, and t h a t 

j u s t shows sho t - p o i n t t i c k marks. So those are maybe 10 

apa r t , whatever. 

Q. Well, i t s o r t of keeps you o r i e n t e d i n a l l t h i s 

s t u f f ? 

A. Yeah, i t sure does, keeps you loc a t e d . 

Q. The a c t u a l data you're lo o k i n g a t i s r e l a t e d t o 

the squiggle l i n e ? 

A. That's c o r r e c t . 
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Q. A l l r i g h t , l e t ' s p r o j e c t down i n t o the seismic 

time map, the B e l l Lake A6 w e l l . 

A. Uh-huh. 

Q. As we s t a r t a t the top, we're moving down w i t h 

the yellow l i n e , and we get t o c e r t a i n p o i n t s where the 

colo r - c o d i n g on the h o r i z o n t a l l i n e s changes, and you have 

black h o r i z o n t a l l i n e s t h a t are i n t e r s e c t e d w i t h the 

yellow , and you're moving on down. 

A. Uh-huh. 

Q. Get down t o about 200 f e e t on the yellow l i n e and 

s t a r t t e l l i n g me the s i g n i f i c a n c e of the c o l o r codes as you 

proceed down the wellbore. 

A. Okay, i t ' s 2000 m i l l i s e c o n d s , i t ' s a time marker. 

Q. Oh, I'm sorr y , i t ' s not a — 

A. That's f i n e , I j u s t wanted t o — 

Q. — i t ' s a time. 

A. — and the i n t e r v a l here i s , you know, 100-

m i l l i s e c o n d i n t e r v a l s on the v e r t i c a l scale. 

The c o l o r s r e a l l y don't have any s i g n i f i c a n c e 

other than what we're t r y i n g t o do was, we were t r y i n g t o 

make i t easier t o see d i f f e r e n t formations t h a t we could 

t i e i n w i t h our s y n t h e t i c , and we have a d i s p l a y on t h a t 

l a t e r . But j u s t t o show — j u s t a breakout i n d i f f e r e n t 

formations as you head down, t o make i t easier on the eye 

j u s t t o see what we're p i c k i n g — how we i n t e r p r e t t h i s 
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data and how we map i t . 

Q. Okay. So when we get down t o what the legend 

t e l l s us on the f a r r i g h t i s the lower Morrow, you have 

color-coded t h a t w i t h the l i g h t red? 

A. Uh-huh, t h a t ' s c o r r e c t . 

Q. And then we get down i n t o the M i s s i s s i p p i a n lime, 

and t h a t i s the blue? 

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

Q. And then you drop down i n t o the pu r p l e , and 

t h a t • s the Devonian? 

A. That's r i g h t . 

Q. Show me how you have u t i l i z e d the l o g data from 

the B e l l Lake U n i t 6 w e l l t o allow you t o minimize the 

u n c e r t a i n t y about the seismic data. 

A. Okay. 

Q. Show me how you do t h a t . 

A. Okay, I need t h a t — Do you want t o do the t h i r d 

d i s p l a y ? That's where I would do the t i e . 

Q. Okay. 

A. That would be a good way t o do i t . Okay, on t h i s 

d i s p l a y — 

Q. Let's i d e n t i f y f o r the record what we're l o o k i n g 

a t . We're now loo k i n g a t the e x h i b i t you prepared t h a t i s 

A-3. 

A. The t i t l e of t h a t i s "Schematic Model of Rio 
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Blanco Devonian Prospect". What we have here i s , we have a 

piece of t h a t seismic t h a t we were j u s t l o o k i n g a t before, 

t h a t goes across the B e l l Lake 6 w e l l . And the c o l o r s are 

removed now, but you can s t i l l see the events as you come 

down. 

The sonic l o g t h a t was recorded i n t h a t w e l l i s 

shown o f f t o the r i g h t t h e r e , on sonic and the gamma-ray. 

And what I've put i n the sonic l o g , as you come down i t I 

have slow, f a s t , slow, f a s t . I t j u s t gives an i n d i c a t i o n 

of where there are strong boundaries. The lower Morrow and 

Barnett shale s i l i c i c l a s t i c s come i n contact w i t h the 

M i s s i s s i p p i a n carbonate down a t about 2.08 seconds, over i n 

t h a t center s y n t h e t i c s e c t i o n t h e r e , you can see t h a t . And 

i t generates a larg e peak. 

And i f you t r a v e l over t o the seismic l i n e , you 

see t h a t there's a large peak r i g h t t h e r e . That's our 

M i s s i s s i p p i a n top. I t ' s an e x c e l l e n t t i e . 

Then we come down and we come through the f a s t 

M i s s i s s i p p i a n carbonates i n t o the slow Woodford shale, and 

you can see i t generates a strong trough. And then i f you 

t r a v e l t o the seismic data, you can see t h a t we have a 

trough over there t h a t we're c o r r e l a t i n g t o t h a t Woodford 

shale. 

And l i k e w i s e as you head down t o the Devonian 

from slow t o f a s t , again generates a strong peak. And we 
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see t h a t peak i n the seismic data, so t h a t ' s our Devonian. 

I t ' s r e a l l y a very good t i e . 

So we're locked i n t o where the Devonian i s , and 

then we take t h a t p o i n t and we can map i t out from t h e r e . 

Q. Okay, before you s h i f t gears now — 

A. Sure. 

Q. — l e t ' s go back and look a t A-2 again. 

A. Uh-huh. 

Q. We've looked a t the rig h t - h a n d p o r t i o n of the 

d i s p l a y , and you have t i e d i n the B e l l Lake U n i t 6 w e l l . 

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

Q. Come back i n on E x h i b i t 2-A and walk us through 

the Rio Blanco 4 w e l l , which i s the subject w e l l t h a t you 

want t o deepen now t o the Devonian. 

A. Right. 

Q. I s the l o g of t h a t w e l l , even though i t stops a t 

the base of the lower Morrow, a u s e f u l t o o l by which i t can 

a i d you i n your e v a l u a t i o n of the 3-D seismic data? 

A. Oh, i t sure can. I mean, I'm only showing a 

l i t t l e p o r t i o n here on t h i s d i s p l a y , but as you go uphole 

t h e r e are other events t h a t are j u s t as stron g a boundary. 

The Bone Springs i s an example where you can j u s t l o c k 

y o u r s e l f i n and you know where you are. The Atoka i s 

another one where you can lock i n and r e a l l y f i g u r e out 

where you are. 
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Likewise, I d i d t h i s w i t h the Rio Blanco. We 

have a sonic l o g i n t h a t w e l l , and t h a t one i s hung als o i n 

r e l a t i o n s h i p t o the Continental or the B e l l Lake 6 w e l l . 

So you can see here 1s the lower Morrow event which we see 

i n the B e l l Lake 6 w e l l , and so we know r e l a t i v e l y where we 

are t o the base of t h a t w e l l on the seismic data. 

And you can see on the A-2 d i s p l a y where the 

yel l o w l i n e comes down and has a l i t t l e h o r i z o n t a l t i c k , 

t h a t ' s where the w e l l p r o j e c t s i n when you t i e i t i n w i t h 

s y n t h e t i c . So then you know p r e t t y much how much f u r t h e r 

you need t o go down t o the Devonian from t h a t p o i n t t o 

deepen i t t o h i t the Devonian. 

Q. A l l r i g h t , come back t o E x h i b i t A-2. S t a r t on 

the f a r l e f t , down i n the Devonian. And moving t o the 

east, or t o the r i g h t , walk us through the Devonian so t h a t 

we can understand your conclusion about the separation 

between North B e l l Lake-Devonian and the Devonian i n the 

Rio Blanco 4 w e l l . 

A. Sure — 

MR. HALL: Mr. Examiner, i f you would a l l o w me, 

a t t h i s p o i n t I ' d l i k e t o interpose an o b j e c t i o n f o r the 

record i n view of the scope of the hearing, which i s 

determined by the Devon A p p l i c a t i o n . This i s no t h i n g more 

than the standard compulsory p o o l i n g case. 

We've heard q u i t e a b i t of testimony i n v o l v i n g 
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seismic data about an apparent d i s c o n t i n u i t y between 

Section 4 and Section 6. We question the relevance of t h a t 

i n t h i s proceeding. A f t e r a l l , i t i s only a compulsory 

p o o l i n g proceeding. 

I f i t ' s Devon's purpose here today t o t r y t o 

convert the scope of t h i s hearing i n t o a pool r u l e s hearing 

or a nomenclature hearing t o e s t a b l i s h a new po o l , f o r the 

record we do not consent t o proceeding i n t h a t f a s h i o n . 

So t h a t i s the relevance o b j e c t i o n , Mr. Examiner. 

MR. KELLAHIN: Mr. Examiner, may I respond? 

EXAMINER BROOKS: You may respond, Mr. K e l l a h i n . 

MR. KELLAHIN: We're s e t t i n g up the science on 

e s t a b l i s h i n g the appropriate r i s k f a c t o r penalty. I n 

a d d i t i o n , Mr. H a l l and h i s c l i e n t have contended t h a t t h i s 

i s not a w i l d c a t . I n order t o proceed w i t h what the 

D i v i s i o n believes i s a w i l d c a t when we t a l k e d t o Mr. Kautz, 

the D i v i s i o n has approved our p r o j e c t . We have the 

approvals and the forms from the BLM t o do the work, and we 

want t o demonstrate t o you i t ' s a v i a b l e p r o j e c t using the 

seismic data. 

And l i k e I said i n the beginning, t h a t i s the 

fuss . I t ' s what spacing u n i t a p p l i e s . I n order t o have a 

s c i e n t i f i c basis f o r your d e c i s i o n , we want you t o see 

t h i s , r ecognizing t h a t the u l t i m a t e answer w i l l also a f f e c t 

your d e c i s i o n on the r i s k f a c t o r . 
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EXAMINER BROOKS: Okay. Well, I am i n c l i n e d t o 

agree w i t h Mr. H a l l on the question of relevance. However, 

I w i l l a l l o w the Applicant t o proceed t o make t h e i r record 

i n t he manner which they t h i n k i s a p p r o p r i a t e , and we can 

r o l l these relevancy arguments i n t o f i n a l argument i n t h i s 

case. 

Thank you. You may continue. 

Q. (By Mr. K e l l a h i n ) S t a r t i n g on E x h i b i t A-3, Mr. 

Hager, i f y o u ' l l go down t o the Devonian, and s t a r t i n g w i t h 

the western side of the Devonian f e a t u r e , take us from west 

t o east through t h a t i n t e r v a l and t e l l us how t h i s 

i n f o r m a t i o n supports your conclusion t h a t they're 

separated. 

A. Okay. Are we on E x h i b i t A-2 or — 

Q. I'm s t i l l on A-2. 

A. A-2, okay. Again, we t i e d i n t o the Devonian w i t h 

a l o t of confidence from our s y n t h e t i c t i e , so we have t h a t 

event r i g h t t h e r e t h a t we're t r a c k i n g . 

We cross the f a u l t t o the east and we j u s t t r a c k 

along t h a t event. And you can see the character 

c o r r e l a t i o n . The way t h a t we — you know, we do t h i s i s , 

we j u s t look a t the character c o r r e l a t i o n . We go from w e l l 

t o w e l l t o make sure our t i e s are c o r r e c t and then use 

character c o r r e l a t i o n i n between. And character 

c o r r e l a t i o n i s r e a l l y — looks very s t r a i g h t f o r w a r d here. 
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Dropping down, f o l l o w the Devonian across. And 

then upthrown on the other side of t h a t f a u l t , over t o the 

Rio Blanco Number 1 w e l l . You can see the s t r u c t u r e t h e r e 

where we're mapping the Devonian. 

Q. As a geophysicist, then, how stron g i s your 

b e l i e f t h a t Section 6 and Section 4 are disconnected? 

A. I t ' s very strong. You know, I would — 

B a s i c a l l y , we've recommended i t t o management, we've s a i d 

t h a t t h i s i s a prospect t h a t we r e a l l y b e l i e v e i n , and 

we've staked our — b a s i c a l l y our r e p u t a t i o n s and t h i n g s on 

i t , t h a t t h i s i s something t h a t we r e a l l y stand behind. I 

f i r m l y b e l i e v e t h a t they're separated. 

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

examination of Mr. Hager. 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 A - l , -2 and -3. 

EXAMINER BROOKS: Objection? 

MR. HALL: No o b j e c t i o n . 

EXAMINER BROOKS: A - l , -2 and -3 are admitted. 

Mr. Hall? 

CROSS-EXAMINATION 

BY MR. HALL: 

Q. Mr. Hager, I wonder i f you could e x p l a i n t o us 

what relevance your testimony has w i t h respect t o 

communication between Section 4 and Section 6 has t o t h i s 

compulsory p o o l i n g proceeding. 
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MR. KELLAHIN: I'm going t o o b j e c t t o the 

question. He's asking t h i s g eophysicist f o r a l e g a l 

o p i n i o n . This i s your t h i n g t o decide, Mr. Brooks. 

EXAMINER BROOKS: Yeah, I am r e a l l y i n c l i n e d t o 

s u s t a i n t h a t o b j e c t i o n . I don't s u s t a i n o b j e c t i o n s very 

o f t e n i n the context of a D i v i s i o n Examiner's hearing, but 

I do b e l i e v e t h a t i t i s a l e g a l question r a t h e r than a 

question — i n t e r p r e t a t i o n of the OCD Rules, r a t h e r than a 

question of geology or geophysics, so I ' l l s u s t a i n the 

o b j e c t i o n . 

Q. (By Mr. H a l l ) Mr. Hager, I wonder i f you could 

c l a r i f y f o r us, when d i d Devon f i r s t s t a r t t o acquire 

seismic data i n t h i s area f o r your study? 

A. Okay, i t was WesternGeco, i s the spec company, 

r i g h t ? And the data a c t u a l l y — the a c t u a l seismic data 

when they put the v i b r a t o r s on the ground and s t a r t e d a f t e r 

i t , was on J u l y — l e t ' s see, I t h i n k i t was J u l y 17th — 

No, J u l y 13th i s when they f i r s t began c o l l e c t i n g data, 

2001. 

Q. A l l r i g h t . I s t h a t a f t e r the p o i n t i n time when 

EGL Resources brought t h i s r e - e n t r y proposal t o Devon, do 

you know? 

A. When was that ? 

Q. Well, do you know, i s the question. 

A. I don't know when the date was f o r the EGL. Do 
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you know what t h a t i s? I'm sor r y , I don't want t o ask 

questions back, but I don't know how t o — 

Q. I understand. I f you don't know, t h a t s u f f i c e s . 

A. Right, r i g h t . 

EXAMINER BROOKS: I'm so r r y , I d i d n ' t get the 

date t h a t you sa i d , t h a t you gave us j u s t a minute ago. 

THE WITNESS: Ju l y 13th, 2001. 

EXAMINER BROOKS: Thank you. You may continue, 

Mr. H a l l . 

Q. (By Mr. H a l l ) What were your i n s t r u c t i o n s from 

management f o r undertaking your geologic and geophysical 

study of t h i s area? 

A. B a s i c a l l y , the way t h a t we work i t i n Devon i s 

routine-based, and we make recommendations t o management on 

p r o j e c t s t h a t we want t o pursue. This i s a p r o j e c t t h a t we 

f e l t p r e t t y s t r o n g l y about. When I j o i n e d Devon a t the end 

of 2000, i t was already something t h a t people had t h a t they 

wanted t o pursue. 

And the Devonian i s n ' t the only prospect t h a t 

we're l o o k i n g a t out here. There's others, you know. So 

we wanted t o get seismic i n t h i s area t o cover a l l t h a t . 

So we j u s t — we c a r r i e d t h a t forward, you know. 

At t h a t p o i n t we brought forward our 

recommendation t o our management, and — That's what we 

d i d , and we had an AFE t h a t we needed signed t o underwrite 
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t h i s 3-D survey, t o pay our share of i t , and t h a t was 

signed February 8 t h , I be l i e v e , of 2001. 

So a t t h a t p o i n t we moved forward. I was the 

p r o j e c t g e o p h y s i c i s t , so I was responsible f o r watching the 

a c q u i s i t i o n was done p r o p e r l y , processing was done 

p r o p e r l y , and data was loaded and then data was 

i n t e r p r e t e d . 

Q. Was i t the land department member of your team 

t h a t asked you t o study t h i s area? 

A. No, i t was not. 

Q. Do you know who i t was? 

A. No, b a s i c a l l y i t was — i t was b a s i c a l l y 

geologic. I t was more of a geologic idea out here. And I 

don't know who s p e c i f i c a l l y brought i t up, but I mean i t 

was an obvious area t o look f o r Devonian because there's 

80-plus BCF produced t o t h i s date. So we thought t h i s area 

was h i g h l y prospective. 

And w i t h j u s t a few 2-D l i n e s around, we knew we 

weren't going t o be able t o loca t e where these s t r u c t u r e s 

were w i t h o u t 3-D. So t h a t was p a r t of the reason t o shoot 

the 3-D over t h i s . 

Q. When you s t a r t e d your study, d i d you have any 

other geologic or geophysical i n f o r m a t i o n from any t h i r d 

p a r t i e s t h a t you looked at? 

A. Not t o my knowledge, no. 

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



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 

40 

Q. A l l r i g h t . Did you look at any of the geological 

information that Mr. Landreth or EGL Resources brought t o 

Devon? 

A. No, I never did. 

Q. Let me ask you about your Exhibit A-2 b r i e f l y . 

A. Okay. 

Q. I f you look at your time-line display on the 

r i g h t side of the ex h i b i t — 

A. Uh-huh. 

Q. — l e t ' s see i f I understand t h i s c o r r e c t l y . 

F i r s t of a l l , would the Morrow deposition you've shown 

there be r e f l e c t i v e at a l l of what you would expect t o 

encounter i n the Devonian as well? 

A. Oh, no. No, the Morrow i s a s i l i c i c l a s t i c 

section, quartz sands and shales. The Devonian i s a 

d i f f e r e n t beast, i t ' s a carbonate. 

Q. A l l r i g h t . Well then, perhaps you can explain to 

me why i f we look at your depiction of the lower Morrow on 

th a t display, you show a thickening t o the east; i s that 

correct? 

A. Well, t h i s i s very diagrammatic, I have t o admit. 

I t was colored j u s t f o r the sake of t r y i n g t o key the eye 

i n t o where the events were and how we i n t e r p r e t t h i s data. 

So I wouldn't read much in t o that. We don't have an 

isopach th a t represents what you're saying. 
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Q. A l l r i g h t . Well, would I be incorrect t o say 

tha t the way you have depicted the Morrow as thickening to 

the east i s inconsistent with your s t r u c t u r a l display on 

the l e f t side? 

A. No, I wouldn't. No, I think i t ' s t o t a l l y 

consistent. 

Q. Staying on the l e f t side of the e x h i b i t , your 

structure map again, you show the northwestern-trending 

f a u l t l i n e across Section 5 there. 

A. Uh-huh. 

Q. Can you explain to me where t h i s i s shown i n your 

time-line — 

A. Right. 

Q. — display? I t ' s not apparent t o me. 

A. Okay, i f you — okay, come to the A-6 w e l l , and 

then come over — I f you look at the top, the l i t t l e t i c k s 

up there, come over four t i c k s . Do you know where I am? 

Q. Yes. 

A. Okay, and then go s t r a i g h t down t o the purple 

from there. That's the point that you're looking at on the 

map. Okay? Because we're mapping the purple out on the 

map, and that's where that f a u l t intersects the Devonian, 

r i g h t there. 

Q. I s that break obscured by the brown l i n e you're 

drawn on there? 
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A. A l i t t l e b i t , although I t h i n k you can — you 

know, t o my eye I can c l e a r l y see t h a t t h e r e i s a break 

t h a t you can c a r r y a l l the way up through, where you see a 

d i s c o n t i n u i t y and — of a l o t of the events, you know, the 

Devonian and the Woodford shale. Come up t o the 

M i s s i s s i p p i a n and you see a cl e a r break r i g h t t h e r e where 

you have the dark event coming where i t has MPLM a t the A6 

w e l l . B r i n g i t t o the f a u l t and then drop down as you head 

t o the east. There's a c l e a r break t h e r e . This looks l i k e 

a r e a l l y — a r e a l good f a u l t p i c k t o me. 

Q. So the best i n d i c a t i o n of the break i s up a t the 

base of the M i s s i s s i p p i a n ; i s t h a t c o r r e c t ? 

A. That's a very good i n d i c a t o r . I t h i n k t h e 

Woodford shale has a r e a l l y good i n d i c a t o r a l s o . And the 

Devonian does too, a c t u a l l y . I mean, there's — A l l the 

way up the s e c t i o n , i f you go up t o the lower, t o the 

middle Morrow, there's — i n t h a t l i g h t - p i n k i s h area i t 

looks l i k e a r e a l l y c l e a r break r i g h t t h e r e a l s o . 

Q. But you'd agree i t ' s less c l e a r as you get down? 

A. I t a c t u a l l y looks l i k e i t ' s dying out or 

s p l i n t e r i n g o f f , whatever, as you get up, shallow, above — 

i n t o the Morrow. 

Q. And your placement of the break i s your 

i n t e r p r e t a t i o n , correct? 

A. That i s c o r r e c t , yes. 
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Q. Okay. And as you get down i n t o the Devonian the 

break i s h a r d l y apparent a t a l l ; i s n ' t t h a t r i g h t ? 

A. No, I k i n d of disagree w i t h you. I see i t — i f 

you look a t the brown — or the l i n e t h a t we used here t o 

show the Devonian t o p , i t h i t s the brown, and then you drop 

down t o the east. S t r u c t u r a l l y , the way — t h i s area, the 

way the general t h i n k i n g i s out here and what i t says i n 

the textbooks and what general t h i n k i n g i n i n d u s t r y i s , i s 

t h a t a l o t of the s t r u c t u r e had occurred a f t e r the 

Devonian, so t h a t a f a u l t t h a t you can c l e a r l y see i n the 

M i s s i s s i p p i a n , you know, would — you would t h i n k would 

c a r r y down i n t o the Devonian, because i t would have 

occurred a f t e r the d e p o s i t i o n of both those s t r a t i g r a p h i c 

u n i t s . 

So I f e e l very s t r o n g l y t h a t there's an equal 

break. As much of a break as I see a t the M i s s i s s i p p i a n , I 

would expect t h a t same amount of break a t the Devonian. 

Otherwise, i t wouldn't be s t r u c t u r a l l y a sound idea i f you 

d i d n ' t do t h a t . 

Q. Let's look a t your E x h i b i t A-3 r e a l quick so we 

can compare — 

A. Okay. 

Q. — your i n t e r p r e t a t i o n of where these breaks are 

shown. I f you look a t your t i m e - l i n e d i s p l a y on the l e f t 

s ide of the e x h i b i t , i t shows the f a u l t t h a t you show 

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



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 

44 

lo c a t e d t o the west of the B e l l Lake 6 w e l l , o f f the 

Devonian, r e f l e c t e d q u i t e c l e a r l y , does i t not? 

A. I t sure does. 

Q. And are you saying t h a t the f a u l t break f o r the 

f a u l t s you're showing i n the middle of Section 5 i s as 

c l e a r as t h a t ? 

A. Well, no, i t doesn't look t h a t c l e a r on t h i s 

l i n e , does i t ? And I agree i t doesn't look t h a t c l e a r . 

But i f you look — i f you have the seismic, i f you have a l l 

the 3-D seismic and you look along here, there's no doubt 

there's a f a u l t t h e r e . Here i t ' s not as c l e a r , but there's 

other l i n e s where you get the opposite e f f e c t , where i t 

looks c l e a r e r on the east side than i t does on the west 

s i d e . 

Q. Yeah. And again, t h a t ' s your personal 

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

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

Q. Let me ask you, i s there some reason you d i d n ' t 

map down i n t o Section 18 t o show t h a t Devonian w e l l down 

there? 

A. Section — Okay, so i t ' s the next row down, I 

guess. I s t h a t correct? 

Q. Yes, s i r . 

A. Okay, t h a t would be t h i s — t h a t w e l l r i g h t 

t h e r e . Oh, we d i d , though, we mapped t h i s e n t i r e area w i t h 
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3-D data. And t h a t ' s what — b a s i c a l l y the o u t l i n e s you 

see t h e r e are based on 3-D data. So yeah, we've covered 

t h a t . 

Q. I n your geophysical e v a l u a t i o n , d i d you look t o 

see whether or not there were any s o r t of d i s c o n t i n u i t i e s 

between the B e l l Lake w e l l i n Section 6 and the BTA w e l l i n 

Section 18? 

A. As f a r as l i k e f a u l t i n g , you mean — 

Q. Yes. 

A. — anything l i k e t h a t ? I d i d not see anything 

apparent between the two — 

Q. Okay. 

A. — so I d i d n ' t map any f a u l t s i n t h e r e . 

Q. A l l r i g h t , nothing apparent i n t h e r e then. 

Do you have an opinion whether or not those two 

w e l l s are producing from a common r e s e r v o i r ? 

A. My guess i s they're not, because i t looks t o me 

l i k e you can c l e a r l y show the gas-water contact i n the 

North B e l l Lake f i e l d , which looks t o me l i k e i t ' s separate 

from the gas-water contact t o the south. So I wouldn't 

t h i n k so. 

And plus another idea I j u s t wanted t o b r i n g 

forward: The f a u l t i n g p a t t e r n probably i s p a r a l l e l t o the 

B e l l Lake f a u l t . That's your main s t r u c t u r a l component out 

here. So you wouldn't expect your f a u l t i n g t o go east-
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west, I wouldn't t h i n k , p a r t i c u l a r l y f o r these 

compressional-type f a u l t s . 

Q. A l l r i g h t . Are you mapping the gas-water contact 

i n Sections 4 and 6 a t about the same subsea depth as on 

Section 18? 

A. What we see out here i s t h a t the gas-water 

contacts vary. I t depends on the s t r u c t u r a l h e i g h t and 

what's c l o s i n g these d i f f e r e n t s t r u c t u r e s o f f . I don't 

know. Those two have d i f f e r e n t water contacts, the way 

t h a t we're i n t e r p r e t i n g the data. 4 might have a s i m i l a r 

c o n tact. I would imagine i t ' s i n the b a l l p a r k , p l u s or 

minus 100, 150 f e e t or so. But i t ' s hard t o say. There's 

no w e l l t h e r e t o give you any idea, so... 

Q. Do you have an opinion of whether or not the 

water contacts you see i n a l l three of the w e l l s are from a 

common water d r i v e mechanism? 

A. I t ' s p o s s i b l e . That's more of an engineering 

question, and I don't r e a l l y have the e x p e r t i s e t o answer 

t h a t one. 

Q. A l l r i g h t , i t ' s p o ssible then. 

I n a c q u i r i n g your seismic data i n t h i s area, d i d 

you encounter any problems w i t h the q u a l i t y of the data i n 

Section 4 or Section 5? 

A. Not a t the Devonian, I d i d not. 

Q. I n other depths? 
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A. Yeah, up i n the shallow s e c t i o n i t v a r i e s . But 

when you get down deeper, the way t h a t the data comes down, 

you can undershoot a l o t of shallow problems. So when you 

get down here t o the Devonian, as you can see on t h i s data, 

i t ' s — and above, i n t o the Morrow and the Atoka, the data 

q u a l i t y i s r e a l l y e x c e l l e n t . So I had no problems w i t h 

t h a t . 

Q. What would have caused t h a t q u a l i t y degradation 

i n Section 4 and Section 5? 

A. I n — Down deep, you mean, or — 

Q. Well, i n the shallower depths. 

A. I n the shallower depths? There are d i f f e r e n t 

t h i n g s t h a t happen up a t the near surface t h a t — they 

cause t h a t . 

Q. Such as? Do you have an opinion? 

A. Well, I mean there can be shallow channels, there 

can be, you know, d i f f e r e n t formations, t h i n g s l i k e t h a t , 

carbonate buildups, sand-shale d e p o s i t i o n t h i n g s t h a t can 

cause d i f f e r e n t v a r i a t i o n s i n your data. 

The way t h a t you get around t h a t , though, and you 

gain confidence i n your 3-D data i s , you go t o your — f o r 

instance, we have the Bone Springs. I t ' s an e x c e l l e n t 

marker, we can map t h a t around. We use t h a t as our check 

t o make sure t h a t our data q u a l i t y was proper below. 

So I looked a t the time map and I looked a t a 
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depth map where we have p l e n t y of p e n e t r a t i o n s . And i f the 

two correspond, you can f e e l very c o n f i d e n t of your deeper 

data. And t h a t ' s what we d i d i n t h i s case. 

Q. And you d i d n ' t show the Bone Springs here? 

A. No, I d i d not. 

Q. To overcome the degradation i n q u a l i t y i n your 

data a t t r i b u t a b l e t o whatever c o n d i t i o n s are i n the 

shallower depths — 

A. Right. 

Q. — does t h a t r e q u i r e you t o , quote, manipulate 

the data? 

A. What you can do i s , when you acquire the data, i f 

you're aware of anything you can set up your shoe t o t r y t o 

take care of any of those k i n d of problems. Long o f f s e t , 

l o t s of s p a t i a l sampling, these are keys, these are ways t o 

get around t h a t . 

And t h a t ' s what we d i d i n t h i s case. We have 

l o t s of — We have a high f u l l data s e t , we have l o t s of 

sample p o i n t s , 110-foot spacing on the bin s . So t h i s a l l 

helps the q u a l i t y of the data. 

When you process the data, you know, you want a 

modern processing flow, which i s what we used. I mean, we 

d i d good r e f r a c t i o n s t a t i c s . That's why the processing 

took so long t o come out of Western, because we kept 

sending i t back t e l l i n g them, you know, t h i s i s not — we 
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want t h i s q u a l i t y b e t t e r , we want i t t o match — our Bone 

Springs time map has t o match the depth map. And i t 

wasn't. So we sent i t back and sent i t back t i l l we got i t 

t o match. So then we f e l t very c o n f i d e n t t h a t we got the 

r i g h t p i c t u r e . 

So we worked through t h a t whole process from 

r e f r a c t i o n s t a t i c s , DM0, you know, m i g r a t i o n , the whole 

b i t , and then t i e d the w e l l s s y n t h e t i c a l l y , make sure 

they're t i e d i n pr o p e r l y . And I t h i n k we have a r e a l good 

data set out here now. 

Q. Let me make sure I understood you c o r r e c t l y . One 

of the problems you encountered i n your dealings w i t h 

WesternGeco i s a v e l o c i t y problem; i s t h a t c o r r e c t ? 

A. No, i t wasn't r e a l l y a problem, but i t was an 

i t e r a t i v e process between the two of us where they would 

send out a product, and then we would look a t i t , analyze 

i t and then say, Okay, we t h i n k t h i s needs t o be done t o 

i t . So i t went back and f o r t h a couple times between us. 

Since we were one of the main u n d e r w r i t e r s , you 

know, we took the r e s p o n s i b i l i t y t o make sure the data set 

was processed p r o p e r l y . 

Q. Based on your experience, obviously q u i t e 

extensive, are there problems i n p i c k i n g a w e l l l o c a t i o n or 

pursuing a r e - e n t r y l i k e t h i s one based on seismic data 

alone? 
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A. Well, again, I go back t o the ground t r u t h , t o 

me, i s the w e l l s . You know, when I t i e my w e l l s i n t o the 

seismic and I get very good t i e s , you know, I can b e l i e v e 

the seismic. 

And i n t h i s case I had those e x c e l l e n t t i e s , so I 

f e e l here we have an e x c e l l e n t l o c a t i o n t o d r i l l . This i s 

a g r e a t place t o d r i l l a w e l l f o r the Devonian, there's no 

doubt. 

Q. Now, i s Devon's de c i s i o n t o proceed w i t h t h i s r e ­

e n t r y based p r i m a r i l y on the seismic? 

A. Yes. 

Q. Have you ever seen a case where the seismic has 

been completely wrong? 

A. You know, I t h i n k — i n 3-D I can't t h i n k of many 

cases. 2-D i s where I see t h a t happen a l o t . And again i t 

goes back t o t h a t problem w i t h , you know, s t r u c t u r a l t h i n g s 

out of the plane, out of the plane, so t o speak, and j u s t 

not p r o p e r l y processed and so on. 3-D gets around a l o t of 

those problems. 

Q. Do you know i f Devon's d r i l l e d any dry holes 

based on i t s 3-D or 2-D seismic data? 

A. Not f o r the Devonian t h a t I'm aware o f . 

Q. Any w e l l s a t a l l ? 

A. Oh, I'm sure, yeah, l i k e everybody. 

Q. Other than some disagreement about the existence 

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



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 

51 

and perhaps l o c a t i o n of the f a u l t s , there's r e a l l y no 

disagreement between Devon and EGL and Mr. Landreth about 

the Devonian geology here, i s there? I n Section 5 — 4, 

I'm s o r r y . 

A. I n Section 4? As f a r as i t being p r o s p e c t i v e , 

no, I don't t h i n k so. 

Q. Okay. Both p a r t i e s agree t h a t t h i s i s a good 

Devonian l o c a t i o n ? 

A. I assume so, yeah. I know we do. 

Q. D i r e c t your a t t e n t i o n back t o E x h i b i t A-2 again, 

and the f a u l t you show through Section 5, how much throw i s 

th e r e t o t h a t f a u l t , i n your opinion? 

A. I would guess i t ' s probably on the order of about 

— maybe 50 t o 100 f e e t , i s my best guess. 

EXAMINER BROOKS: I'm so r r y , which f a u l t are you 

i n q u i r i n g about? 

MR. HALL: I t ' s i n Section 5. 

THE WITNESS: I s t h i s the one you're t a l k i n g 

about, r i g h t here? 

MR. HALL: Yes, s i r . 

THE WITNESS: That one r i g h t t h e r e , okay. 

Q. (By Mr. H a l l ) I n your view, i s a throw — a 

displacement of between 50 and 100 f e e t s u f f i c i e n t t o 

separate what you b e l i e v e t o be two r e s e r v o i r s out there? 

A. I be l i e v e so. The Devonian — My understanding 
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of i t i s , when you juxtapose i t against the Woodford shale 

not only do you have t h a t great — you know, t h a t good 

impermeable zone but there can be smear, f a u l t smear, t h a t 

a l s o w i l l j u s t seal you r i g h t o f f . 

So the amount of throw a l o t of times probably 

i s n ' t t h a t important. I t ' s j u s t g e t t i n g t h a t f a u l t t o move 

t h a t shale against t h a t formation, and i t a f f o r d s an 

e x c e l l e n t p e r m e a b i l i t y b a r r i e r . 

Q. How b i g a gas column d i d they encounter i n the 

B e l l Lake 6 w e l l , i n the Devonian? 

A. I don't know o f f the top of my head. I t h i n k i t 

— w e l l , I don't know — t o t e l l you the t r u t h , I t h i n k 

i t ' s — a c t u a l l y , i t ' s probably the d i f f e r e n c e between 

t h e i r subsea top and the water contact here. So I would 

say i t ' s probably on the order of 290 f e e t , i t looks l i k e 

t o me. 

Q. A l l r i g h t . And again, you're seeing a 50-foot 

displacement a t a depth of what, 14,500 f e e t or so; i s t h a t 

r i g h t ? 

A. Well, 50 t o 100 f e e t I would guess, something 

l i k e t h a t , t h a t ' s c o r r e c t . 

Q. And y o u ' l l agree t h a t t h i s r e s e r v o i r has a water 

d r i v e component t o i t ? 

A. I t seems t o , yes. 

Q. And i s i t your view t h a t a 50- t o 100-foot throw 
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i n the f a u l t i s s u f f i c i e n t t o seal o f f the r e s e r v o i r , even 

w i t h a water d r i v e as extensive as t h i s one? 

A. Yeah, I t h i n k i t i s , I r e a l l y do. 

MR. HALL: I have nothing f u r t h e r , Mr. Examiner. 

EXAMINER BROOKS: Okay. 

MR. KELLAHIN: A couple of follow-up questions, 

Mr. Examiner. 

EXAMINER BROOKS: Pardon me? 

MR. KELLAHIN: Would you l i k e me t o go — 

EXAMINER BROOKS: You have fo l l o w - u p , go ahead. 

MR. KELLAHIN: Yes, s i r . 

REDIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Hager, d i d Mr. Landreth or Wes Perry or 

anyone w i t h EGL ever share w i t h you t h e i r geologic 

i n t e r p r e t a t i o n s or di s p l a y s on the Devonian? 

A. No, they d i d not. 

Q. When we look a t E x h i b i t B-1, you have a s s i s t e d 

Mr. Hulke i n e v a l u a t i n g t h i s . Are you s a t i s f i e d t h a t the 

i n f o r m a t i o n on t h i s d i s p l a y i s accurate? 

A. Yes, I am. 

MR. KELLAHIN: We move the i n t r o d u c t i o n of 

E x h i b i t B-1. 

EXAMINER BROOKS: B-1? 

MR. KELLAHIN: Yes, s i r . 
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MR. HALL: No o b j e c t i o n . 

EXAMINER BROOKS: B-1 i s admitted. 

MR. KELLAHIN: No f u r t h e r questions, thank you. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. I wanted t o get t h i s chronology s t r a i g h t , because 

t h a t could have some possible s i g n i f i c a n c e . Did you say 

t h a t you came t o work f o r Devon i n November of 2000? 

A. I t was December, e a r l y December, 2000. 

Q. And they were already working on t h i s prospect a t 

t h a t time? 

A. That's c o r r e c t , or a t l e a s t working on the 3-D, 

g e t t i n g 3-D out i n t h i s area. 

Q. Now, what was the next s i g n i f i c a n t event i n terms 

of t h i s chronology here? 

A. Well, i t was g e t t i n g the AFE signed, or g e t t i n g 

the money t o be able t o underwrite t h i s . And t h a t occurred 

— we have — The signature t h a t signed o f f on i t was 

February 8th of 2001. 

So then we had the money t o be able t o c u t the 

check t o Western t o be able t o s t a r t the work. 

Q. That was the AFE t o do t h i s 3-D seismic? 

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

Q. And then they ran i t i n J u l y of 2001? 

A. That's r i g h t , a f t e r p e r m i t t i n g and some other 
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t h i n g s were done, J u l y 13th i s when they f i r s t s t a r t e d 

shooting data out th e r e . 

Q. And when d i d they f i n i s h ? 

A. They f i n i s h e d on November 17th, 2001. 

Q. And then we go on t o November of two thousand 

and — 

A. Yeah, t h a t 1 s when they — 

Q. — one, and something happened? 

A. Well, t h a t ' s when they completed, was November 

17th — 

Q. Okay. 

A. — 2001. 

Q. Okay. 

A. And the next s i g n i f i c a n t event — d u r i n g t h a t , 

t h e r e was a pe r i o d of time where the processing was going 

on and we were k i n d of going back and f o r t h t o get i t 

processed p r o p e r l y . 

They released — they f i n a l l y — I t was f i n a l l y 

completed J u l y 23rd, 2002, i s when the tapes were released. 

And then J u l y 30th, 2002, i s when we loaded i t up 

t o our w o r k s t a t i o n . 

Q. And i t would have been t h e r e a f t e r t h a t you d i d 

your analysis? 

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

Q. When d i d you — When d i d Devon propose t h i s 
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prospect? 

A. We — Last f a l l , you know, we had s t a r t e d mapping 

i t up, and l a s t f a l l we were aware of i t . I mean, i n -

house, we had shown i t t o our supervisors and so on. So, I 

mean, as o f , I would guess — I would have t o t a l k w i t h 

Steve t o get the dates down e x a c t l y , but I t h i n k we 

probably showed i t i n November — October, November of l a s t 

year t o our management. 

Q. Okay. Now, I was a l i t t l e confused by the 

testimony about the gas-water contact versus the testimony 

about s e a l i n g o f f the r e s e r v o i r over the Woodford shale. 

What i s the s i g n i f i c a n c e of the gas-water contact i n terms 

of your o p i n i o n t h a t these two areas are not i n 

communication? 

A. Well, f i r s t of a l l i t looks l i k e we can map i t t o 

a f a u l t c l o s u r e , which t e l l s us t h a t the s t r u c t u r e i s 

closed o f f a t t h a t p o i n t . I t gives us an idea of the s i z e 

of the s t r u c t u r e and so on. 

Secondly, we can map i t — There's a s y n c l i n a l 

s eparation between the r e , t h a t p o i n t , and over i n t o our 

s t r u c t u r e . So i t ' s important i n knowing where the gas-

water contact i s . I t may give us an idea of where the gas-

water contact might be on our s t r u c t u r e , we don't know. 

Q. But you t e s t i f i e d t h a t the gas-water contacts 

vary, r i g h t ? 
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A. They do vary across here, t h a t ' s r i g h t . 

Q. So i f i t ' s t r u e t h a t the s t r u c t u r e i s sealed o f f 

a t t h i s middle f a u l t l i n e on your — 

A. Right. 

Q. — map i n A-2 — 

A. Right. 

Q. — i f t h a t ' s t r u e , then the l o c a t i o n of the gas-

water contact over i n the B e l l Lake A/C 6 would not be a 

very good i n d i c a t i o n of where i t would l i k e l y be over i n 

the v i c i n i t y of the Rio Blanco; would t h a t be an accurate 

statement? 

A. You know, i f — i n mind i f we can — we can map 

out — I t h i n k we can map out t h a t s t r u c t u r e p r e t t y 

a c c u r a t e l y , and we can show where the downdip contours are. 

Q. Yeah. 

A. So t h a t I t h i n k when we come over t o the Rio 

Blanco s t r u c t u r e , i f we can see where i t ' s closed o f f — I t 

looks l i k e i t f i l l s these s t r u c t u r e s t o s p i l l , i s what i t 

looks l i k e out here. 

So I t h i n k t h a t gives us an idea, then, of where 

our gas-water contact might be. 

A c t u a l l y , the depth t h a t — the amount t h e r e 

i s — most l i k e l y would be d i f f e r e n t over i n the Rio 

Blanco. I mean, t h a t would be r e a l l y s u r p r i s i n g i f i t was 

the same. 
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Q. Now, j u s t looking at t h i s A-2 without having any 

expertise on the i n t e r p r e t a t i o n of i t , i t would look l i k e 

the f a u l t l i n e that you have i d e n t i f i e d that's the r i g h t — 

the most t o the r i g h t or to the east of the three — 

A. Yes. 

Q. — that seems to have a — there appears to be a 

bigger anomaly i n the — 

A. Uh-huh. 

Q. — i n the way you've drawn t h i s here, there, than 

there i s over at the f a u l t l i n e i n the middle. 

A. Uh-huh, there i s . There's more throw, probably, 

on th a t f a u l t . 

Q. Do you think that the reservoir i s sealed o f f 

again at th a t point or — 

A. Yeah, I think i t i s . I think that's another 

place where i t could seal — I mean another separation 

point between the two structures. 

Q. Now, you cautioned that t h i s i s not necessarily a 

v e r t i c a l p l o t , correct? 

A. I t i s a v e r t i c a l p l o t . I t i s a v e r t i c a l cut out 

of the 3-D seismic data set. So i t ' s accurate i n i t s 

representation of where everything i s , I think. 

Q. Okay. I t would appear — From the way you've 

drawn i n the purple on here, i t would appear th a t the 

Devonian i s quite a b i t higher — 
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A. Uh-huh. 

Q. — i n the area t o the r i g h t , i n t h i s r i g h t f a u l t , 

than i t i s anywhere else on the map. 

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

Q. I s t h a t — 

A. That's the way I — 

Q. — t h a t ' s the way i t tends t o show i n your 

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

A. Yes, s i r , t h a t i s c o r r e c t . 

EXAMINER BROOKS: Okay, I b e l i e v e — r e a l l y 

b e l i e v e t h a t ' s a l l of my questions. 

Mr. Catanach? 

EXAMINER CATANACH: Just a couple. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Hager, does the trough i n between these two 

s t r u c t u r e s , does t h a t have any component t o separating the 

two r e s e r v o i r s ? 

A. I t would i f your gas-water contact came up a 

l i t t l e b i t . I f your gas-water contact comes up 50 f e e t or 

so, suddenly the trough i s a b a r r i e r t o any k i n d of gas 

movement, then. 

Q. But b a s i c a l l y a t t h i s p o i n t i t ' s j u s t the f a u l t s 

t h a t you — and separation? 

A. That's c o r r e c t . 
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Q. I'm k i n d of curious i n Section 4. You don't have 

a l l of Section 4 mapped. I s there a reason f o r t h a t ? 

A. We wanted t o j u s t show the important p a r t of the 

prospect out here, the p a r t t h a t we r e a l l y wanted t o 

d i s p l a y . 

Q. I t appears from your d i s p l a y t h a t t h a t s t r u c t u r e 

t h a t you're mapping i n Section 4 may extend, i n f a c t , i n t o 

the south h a l f of t h a t section? 

A. Yeah, t h a t ' s — 

Q. That's your opinion? 

A. That's my opinion. 

Q. So i n your opinion i t would be pro d u c t i v e from 

t h a t south h a l f ? 

A. Yes, I bel i e v e so. 

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

EXAMINER BROOKS: Anything f u r t h e r ? 

MR. KELLAHIN: No, s i r . 

EXAMINER BROOKS: Okay — 

MR. HALL: One b r i e f f o llow-up, i f I might — 

EXAMINER BROOKS: Oh, okay, go ahead. 

MR. HALL: — before Mr. Hager leaves the stand. 

FURTHER EXAMINATION 

BY MR. HALL: 

Q. Looking back i n your E x h i b i t A - l , the t h i r d page 

of t h a t , i t shows "Outline of Survey". 
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A. Right. 

Q. And I assume t h a t t h i s d i s p l a y s the a r e a l extent 

of the survey you commissioned from WesternGeco; i s t h a t 

c o r r e c t ? 

A. That's p r e t t y close t o i t . I t changed a l i t t l e 

b i t since the shot i t , so i t ' s changed a l i t t l e b i t , but 

t h i s i s b a s i c a l l y the area covered. P r e t t y close, t o 

w i t h i n a m i l e or so. 

Q. Okay. I'm curious t o know, since we're only 

t a l k i n g about Section 4 here i n the context of the p o o l i n g 

A p p l i c a t i o n , why Devon went out and commissioned a shot 

over such a l a r g e area? 

A. Well, we have other prospects i n mind and we're 

using 3-D t o chase those down too. 

So the Devonian wasn't the only t h i n g t h a t we're 

l o o k i n g f o r out here, and t h a t was the j u s t i f i c a t i o n behind 

doing i t . 

Q. Okay. Now, based on your seismic and your 

geophysical study, based on your conclusions from a l l t h a t , 

d i d Devon make the de c i s i o n t o acquire any a d d i t i o n a l 

acreage i n t e r e s t i n the Devonian i n the surrounding 

sections t o Section 4? 

A. Yes, I t h i n k so, I t h i n k we d i d . 

Q. And where would t h a t be? 

A. I be l i e v e we were lo o k i n g a t some land a l i t t l e 
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b i t n o r t h of where we are, so Section — 

Q. I s t h a t Section 33? 

A. That would be Section 33, yes. 

Q. Did you p i c k up any i n t e r e s t i n Section 5, do you 

know? 

A. I don't know, t o t e l l you the t r u t h . 

Q. Okay. Thank you, Mr. Hager. 

A. A l l r i g h t . 

MR. KELLAHIN: Mr. Brooks, may we suggest we're 

close t o a lunch break? 

I f you would l i k e t o — 

EXAMINER BROOKS: I was going t o ask how long you 

expect your next witness might be. 

MR. KELLAHIN: Well, i f the lunch break gives me 

a chance, we might decide how t o proceed from here. 

EXAMINER BROOKS: Okay. Well, l e t us stand i n 

recess, then, t i l l one o'clock. 

(Thereupon, noon recess was taken a t 11:48 a.m.) 

(The f o l l o w i n g proceedings had a t 1:00 p.m.) 

EXAMINER BROOKS: You may proceed, Mr. K e l l a h i n . 

MR. KELLAHIN: Thank you. 

We c a l l a t t h i s time Mr. B i l l Greenlees. Mr. 

Greenlees s p e l l s h i s name G-r-e-e-n-l-e-e-s. 

EXAMINER BROOKS: Very good. You may proceed 

when ready, Mr. K e l l a h i n . 
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MR. KELLAHIN: Thank you, Mr. Examiner. 

BILL GREENLEES. 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Greenlees, would you please s t a t e your name 

and occupation? 

A. My name i s B i l l Greenlees. I'm a petroleum 

engineer. 

Q. And where do you r e s i d e , s i r ? 

A. I res i d e i n Yukon, Oklahoma. 

Q. What i s your r e l a t i o n s h i p w i t h Devon? 

A. I'm employed by Devon as an operations 

engineering advisor. 

Q. Summarize f o r us your education. 

A. I have a bachelor of science i n petroleum 

engineering from Merida College i n 1981. I have an MBA 

from West V i r g i n i a U n i v e r s i t y i n 1991. I'm also a 

r e g i s t e r e d p r o f e s s i o n a l engineer, r e g i s t e r e d i n West 

V i r g i n i a , Number 10115. 

Q. I s the r e - e n t r y of the Rio Blanco 4 w e l l i n the 

n o r t h h a l f of Section 4 a p r o j e c t t h a t i s under your 

r e s p o n s i b i l i t y ? 

A. Yes, s i r , i t i s . 
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Q. Pursuant t o t h a t r e s p o n s i b i l i t y , have you 

prepared f o r s u b m i t t a l t o the Examiner an a n a l y s i s of the 

engineering d e t a i l s f o r the r e - e n t r y and how you propose t o 

whipstock and deepen t h i s w e l l t o the Devonian? 

A. Yes, s i r , I have. 

Q. I n a d d i t i o n , have you reviewed the AFE proposal 

sent t o you by EGL Resources and compared t h a t AFE t o the 

Devon AFE t h a t ' s been exchanged? 

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

Q. Have you been involved i n the engineering, 

geologic and seismic discussions concerning t h i s prospect? 

A. Yes, I have. 

Q. Have you been i n o v e r a l l — Do you have o v e r a l l 

knowledge of Devon's operations i n t h i s area i n your plans 

i n the f u t u r e ? 

A. Yes, I do. 

MR. KELLAHIN: We tender Mr. Greenlees as an 

expert petroleum engineer. 

MR. HALL: No o b j e c t i o n . 

EXAMINER BROOKS: So q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) When we look a t E x h i b i t B-1, 

Mr. Greenlees, the prospect i s the n o r t h h a l f of Section 4. 

You're f a m i l i a r w i t h t h i s well? 

A. Yes, s i r . 

Q. Were you involved i n f i l i n g the necessary permits 
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to obtain approval f o r t h i s re-entry? 

A. That i s correct. 

Q. And what's the status of the approval of your 

permits? 

A. We have an approved sundry frora the BLM to — 

actua l l y two approved sundries, one to do the plugback 

work, to plug the well back from the current completion 

i n t e r v a l , which i s the Atoka. We have a second sundry that 

w i l l allow us to whipstock the w e l l , do a casing e x i t and 

then d r i l l down beside the o r i g i n a l wellbore, down t o the 

Devonian formation. 

Q. When you have a well l i k e t h i s where you're going 

to take an exi s t i n g wellbore that has an assigned w e l l 

number t o i t , i t has an API number, right? 

A. Yes, s i r , i t does. 

Q. When you take a well under t h i s circumstance as 

the operator and f i l e t h i s sundry notice, describe f o r us 

your understanding of how that process with the BLM l i n k s 

i n the D i s t r i c t Office of the Division i n Hobbs. 

A. Okay. Because t h i s i s a federal lease, then we 

submit our Applications to the BLM. We submit mul t i p l e 

copies, or now the BLM has a website that's up and running. 

So they can do that e l e c t r o n i c a l l y . 

Once they have reviewed th a t , then they w i l l f i l e 

the copies, appropriate copies, with the OCD. 
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Q. What's your understanding of the process i n s o f a r 

as o b t a i n i n g the D i v i s i o n ' s f i n a l approval f o r t h e 

whipstocking and production out of the Devonian? 

A. To do t h i s work, the BLM sundry i s what i s 

r e q u i r e d f o r me t o do t h i s work. 

Q. I s i t your b e l i e f t h a t t h i s i s a w i l d c a t w e l l i n 

the Devonian? 

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

Q. From an engineering perspective, describe f o r us 

why you t h i n k t h i s e x i s t i n g wellbore i s disconnected from 

the North B e l l Lake-Devonian t o the west. 

A. Okay. I f I may stand up — 

Q. Yes, s i r . 

A. — r e f e r e n c i n g t h i s , t h i s i s B- — 

Q. 1. 

A. — - 1 , okay. Our proposed r e - e n t r y i s here, i n 

the northwest quarter of Section 4. The w e l l t h a t Mr. 

Hager has already t a l k e d about i s j u s t a 31-BCF Devonian, 

B e l l Lake U n i t Number 6, i n the North B e l l Lake-Devonian 

f i e l d . I t ' s here. 

Jim has already t a l k e d — Mr. Hager has already 

t a l k e d about the s t r u c t u r e through here. I do want t o 

p o i n t out t h a t he d i d mention b r i e f l y t he DSTs t h a t were 

obtained i n the o r i g i n a l B e l l Lake Number 6 w e l l . And i f 

you r e c a l l , t h a t i s how I came up w i t h the amount of column 
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i n t he o r i g i n a l gas-water contact. 

Amerada, subsequent t o t h i s w e l l , d r i l l e d t he 

B e l l Lake U n i t Number 2 w e l l i n 1995, and t h a t w e l l also 

was DST'd. And i f y o u ' l l note the s p a t i a l r e l a t i o n s h i p 

between t h a t w e l l and our proposed r e - e n t r y , i t ' s p r e t t y 

much r i g h t on l i n e . This w e l l t e s t e d wet throughout the 

e n t i r e i n t e r v a l i n the Devonian. I t was d r i l l e d as an 

Ellenburger w e l l . I t has r e c e n t l y been recompleted up t o 

the Morrow by Amerada. So the Devonian was not pr o d u c t i v e . 

Q. At t h i s p o i n t , Mr. Greenlees, does Devonian have 

a r i g a v a i l a b l e t h a t they can engage i n the r e - e n t r y of 

t h i s w e l l and the whipstocking of i t ? 

A. Devon has a r i g . We have a s i m i l a r p r o j e c t t h a t 

we're undertaking i n the immediate v i c i n i t y . We have t h a t 

r i g a v a i l a b l e t o move t o t h i s w e l l on completion of t h a t , 

yes, s i r . 

Q. When you look a t the AFEs between your company 

and EGL — 

A. Yes. 

Q. — i s i t your conclusion t h a t those AFEs are 

reasonably competitive? 

A. Yes, s i r , I do bel i e v e t h a t . 

Q. And you've drawn a t t e n t i o n i n these l a t e r 

e x h i b i t s t o the s p e c i f i c p o i n t s of d i f f e r e n c e ? 

A. That i s c o r r e c t . 
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Q. To your knowledge, has Devon d r i l l e d a w e l l t o 

the Devonian, based upon 2-D seismic data? 

A. Yes, they have. 

Q. And w i t h what r e s u l t s ? 

A. Again, I ' l l r e f e r t o E x h i b i t B-1. Subject w e l l 

i s the Gaucho U n i t Number 1, which i s i n Section 29 of 22-

34. This w e l l was d r i l l e d i n 1996. I t was a Devonian 

t e s t . I t was d r i l l e d o f f of a 2-D seismic p l a y , and i t was 

a dry i n the Devonian. I t was subsequently completed i n 

the Morrow and made a successful Morrow w e l l . 

Q. With the knowledge t h a t Devonian has 

unsuccessfully attempted t o produce the Devonian — 

A. That Devon. 

Q. — based upon — Devon, unsuccessfully produced 

the Devonian on 2-D seismic data, what then d i d Devonian do 

t o engage i n f u r t h e r a c q u i s i t i o n of data? 

A. Okay, Mr. Hager has already explained some of 

t h a t . Obviously, these w e l l s are very expensive, and the 

Devonian i s a h i g h - r i s k play. Map B-1 has 17 Devonian 

p e n e t r a t i o n s on i t . Of those, nine are p r o d u c t i v e . Those 

— I f you do the math, t h a t means there are e i g h t Devonian 

dry holes on t h a t map, and they are expensive w e l l s . 

So a f t e r the r e s u l t s of the dry hole i n the 

Devonian i n the Gaucho 1, t h a t i s when they stepped back 

and e l e c t e d t o look more i n t o the science of i t . 
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Subsequently, i n I bel i e v e 19- — or i n the year 

2000, i s when they began preparations t o underwrite t he 

seismic shoot. 

Q. Let me t u r n your a t t e n t i o n t o E x h i b i t C-l. Let's 

go through these i n the order I presented them t o you, and 

l e t ' s s t a r t w i t h C-1. 

And before we look a t t h i s , g i v e us an 

i n t r o d u c t i o n about the st a t u s of the Rio Blanco 4 Federal 1 

w e l l . 

A. Okay, the Rio Blanco 4 Federal Number 1 w e l l was 

d r i l l e d i n l a t e 1998 and completed i n the Morrow formation 

i n e a r l y 1999. The w e l l was productive i n the Morrow. I t 

produced a l i t t l e over 1.1 BCF from the Morrow. 

On d e p l e t i o n of the Morrow reserves, the w e l l was 

recompleted i n the Atoka. The Atoka had good pressure i n 

i t , but as we see throughout — i n other completions, i t 

doesn't always y i e l d a good completion. The Atoka was 

produced s p o r a d i c a l l y , and the w e l l i s c u r r e n t l y shut i n 

w i t h the Atoka completion. 

Q. What are your i n t e n t i o n s f o r t h a t wellbore? 

A. Our i n t e n t i o n s are t o — as I mentioned, I have 

an approved sundry t o plug back over the Atoka, and I do 

show t h a t i n E x h i b i t C-2, s e t t i n g plugs — 

Q. When we s t a r t w i t h C-1, we're l o o k i n g a t the 

st a t u s of the w e l l now. That's i t s c u r r e n t status? 
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A. That i s c o r r e c t , s i r . 

Q. So when we look a t C-2, we're seeing your 

proposed plan? 

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

Q. Describe f o r us the plan. 

A. The plan would be t o remove the e x i s t i n g 

p r o d u c t i o n equipment, t h a t i s , the packer and the t u b u l a r s . 

We would then come i n and set a c a s t - i r o n bridge plug above 

the Atoka p e r f o r a t i o n s , cap t h a t w i t h 35 sacks of cement. 

We would then come up i n the 7-inch, and we would set a 7-

i n c h c a s t - i r o n bridge plug, and t h a t i s t o prepare the 

well b o r e f o r the s i d e t r a c k i n g operations. 

Q. Turn t o E x h i b i t C-3 and show us the schematic of 

the proposed whipstock. 

A. Okay. As mentioned, we would have a 7-inch c a s t -

i r o n bridge plug set a t approximately 10,900 f e e t . From 

t h e r e we would run and o r i e n t a whipstock which w i l l a l l ow 

us t o guide a m i l l t o m i l l out the side of the casing. We 

would m i l l out approximately a f o o t w i t h the o r i g i n a l m i l l , 

p u l l out of the hole, come back i n w i t h a watermelon m i l l 

t o dress out t h a t casing e x i t , d r i l l approximately t e n 

f e e t , come out of the hole, p i c k up a 6-1/4-inch b i t and 

then begin the new hole s e c t i o n . 

As I've shown on t h i s schematic, we w i l l plan on 

d r i l l i n g an S-shaped curve. We w i l l k i c k the wel l b o r e out 
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s u f f i c i e n t l y away from the o r i g i n a l wellbore so that we 

don't d r i l l i n t o that o r i g i n a l wellbore. Then we w i l l drop 

the wellbore back to v e r t i c a l . 

Q. Why would you not want to u t i l i z e the current 

wellbore and simply deepen i t , as opposed t o the whipstock? 

A. We did look at that option. I f y o u ' l l notice on 

the wellbore diagram, the very bottom s t r i n g of casing 

where the w e l l was completed i s 4-1/2 casing. 

The o r i g i n a l TD, which i s depicted on the e a r l i e r 

e x h i b i t s , was 13,380 feet. We have a projected TD of up to 

15,000 feet t o t e s t the Devonian, so you're looking at 

d r i l l i n g over 1600 i n very slimhole conditions. So t h a t , 

coupled with the fact that the shales between the base of 

the current wellbore and the Devonian formation, we w i l l 

l i k e l y need higher mud weights to control j u s t f o r hole 

s t a b i l i t y . 

We do not want to d r i l l i n t o the Devonian while 

overbalanced. The Devonian i s essentially a freshwater 

gradient, so to t r y to minimize formation damage, tha t did 

not look l i k e a viable option. 

Q. I s there standard engineering d r i l l i n g equipment 

that i s put i n the hole so that you know where you are and 

th a t you can guide the bottomhole to a specified target? 

A. Yes, there i s . We would begin with what i s 

called a gyro survey, and we would u t i l i z e that equipment 
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i n order t o set the whipstock. And we plan — I have a 

l a t e r schematic t h a t w i l l show the o r i e n t a t i o n . We do plan 

t o d r i l l t o a s p e c i f i c t a r g e t . And t h a t gyro w i l l a l l o w us 

t o accomplish t h a t goal. 

Q. Let's t u r n t o E x h i b i t C-4 and have you i d e n t i f y 

and describe t h a t e x h i b i t . 

A. Okay, C-4 i s a schematic showing the d i r e c t i o n a l 

p l a n . And i f y o u ' l l r e c a l l from the e a r l i e r e x h i b i t , we 

were planning t o set a whipstock and k i c k o f f a t 10,900 

f e e t . I f you look a t the i n f o r m a t i o n on the l e f t p o r t i o n 

of t h a t diagram, the very top w r i t i n g i s K i c k o f f p o i n t , 

10,900 f e e t . 

As I mentioned, we w i l l cut the window i n the 

7-inch. We w i l l then b u i l d a t approximately two degrees 

per hundred f o o t . We don't f e e l we need t o get 

s i g n i f i c a n t l y away from the o r i g i n a l w e l l b o r e , so we're 

only going t o b u i l d our angle t o about 8.35 degrees. 

We w i l l o r i e n t t h i s along an azimuth of 315 

degrees. The reason we are doing t h a t i s , the o r i g i n a l 

surface l o c a t i o n of the w e l l was a t 1980 from the n o r t h , 

1980 from the west, and t o maintain standard spacing, we 

want t o get away from those hard l i n e s . 

Once we've b u i l t our angle, get s u f f i c i e n t l y away 

from the o r i g i n a l wellbore, then w e ' l l j u s t simply use a 

s t e e r a b l e d r i l l i n g system, drop the angle back down t o 
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zero. Once we're a t zero w e ' l l p u l l a l l the d i r e c t i o n a l 

equipment, the d r i l l i n g motors, out of the w e l l , and then 

w e ' l l go back t o conventional r o t a r y d r i l l i n g . 

D r i l l down t o a depth — i n t o the Woodford shale, 

which i s approximately 14,350 f e e t . At t h a t depth we w i l l 

set a s t r i n g of 5-inch f l u s h j o i n t , 5-inch STL, and t h a t i s 

so t h a t , i f you r e c a l l , I mentioned sometimes the shales i n 

the zones between the Morrow and the Woodford, you have t o 

have s i g n i f i c a n t mud weight t o c o n t r o l t h a t . This s t r i n g 

of 5-inch w i l l a llow us t o i s o l a t e the w e l l b o r e , and we 

w i l l d r i l l out from t h a t 5-inch casing w i t h a 4-1/8-inch 

b i t . We w i l l be able t o d r i l l t h a t — s e c t i o n d r i l l i n t o 

the Devonian, e s s e n t i a l l y on f r e s h water, t r y t o minimize 

damage t o the formation. 

Q. Have you analyzed the costs associated w i t h the 

whipstocking? 

A. Yes, s i r , I have. 

Q. And how do those costs you're proposing compare 

i f you had t o d r i l l a new well? 

A. There are a number of cost savings. I t ' s much 

cheaper t o t r y t o u t i l i z e t h i s wellbore as a whipstock. 

The AFE t h a t I w i l l show next shows a dryhole cost f o r the 

whipstock operations of less than a m i l l i o n d o l l a r s . A 

comparable-designed new w e l l would be over $1.7 m i l l i o n 

d ryhole. So c l e a r l y an economic b e n e f i t t o u t i l i z i n g t h i s 
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w e l l b o r e . 

I n a d d i t i o n , i t ' s i n a favorable l o c a t i o n , as Mr. 

Hager has already addressed. 

Q. Let's t u r n t o E x h i b i t C-5. I d e n t i f y t h i s e x h i b i t 

f o r us. 

A. E x h i b i t C-5 i s an AFE, a u t h o r i z a t i o n f o r 

expenditure, t h a t I prepared along w i t h the assistance of 

B i l l Dougherty, our d r i l l i n g engineer. This i s the same 

i n f o r m a t i o n t h a t was submitted t o Mr. Landreth and t o EGL 

f o r the w e l l proposal. 

Q. I n your op i n i o n , i s the Devon AFE cost f a i r and 

reasonable? 

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

Q. Would you propose t h a t i f the Examiner approve 

Devon's p o o l i n g case, t h a t he could r e l y on the AFE you're 

pr e s e n t i n g as one t h a t i s f a i r and reasonable and current? 

A. Yes, s i r . 

Q. Let's sk i p i t and go t o the comparison. I f 

y o u ' l l go t o E x h i b i t C-6, you've set up a t a b l e t h a t makes 

a comparison between the Devon proposal and the EGL 

proposal? 

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

Q. Walk us through t h a t and show us the p o i n t s of 

d i f f e r e n c e and why those are t h e r e . 

A. Okay. I f you w i l l look a t the u n d e r l i n e d s e c t i o n 
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at the very t o p , "T o t a l Completed AFE cost", as I 

mentioned, the AFE t h a t we j u s t looked a t , Devon's cost i s 

$1,334 m i l l i o n . 

Now, a f t e r we had provided EGL w i t h our cost 

estimate we d i d receive a cost estimate from them. Their 

number was $1,015,905. And so $300,000, roughly, 

d i f f e r e n c e . 

What I've done here — Because both companies use 

d i f f e r e n t accounting codes and d i f f e r e n t nomenclature, you 

can't do a l i n e - b y - l i n e comparison. What I've done on t h i s 

e x h i b i t , Number C-6, i s group what I f e e l are the l i k e 

elements so t h a t we can do a quick comparison. 

Q. So I understand the spreadsheet, you've got the 

Devon proposal f i r s t , then EGL and then something c a l l e d 

D e lta. I assume t h a t ' s the d i f f e r e n c e . 

A. Delta i s the d i f f e r e n c e between Devon's cost and 

EGL's cost, yes. 

Q. And so as you read down the Delta columns, then, 

i t ' s color-coded and you can see i f one company's proposing 

more or less f o r t h a t p a r t i c u l a r a c t i v i t y ? 

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

Q. Let's do t h a t . 

A. Okay. One of the b i g items i n any d r i l l i n g 

p r o j e c t , of course, i s the d r i l l i n g r i g costs and 

associated costs. And so because we again used d i f f e r e n t 
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terminology and d i f f e r e n t accounting, I j u s t wanted t o 

p o i n t out t h a t i f you add up a l l the associated costs 

between the two AFEs associated w i t h d r i l l i n g , then 

e s s e n t i a l l y we're t a l k i n g about the same number. I t ' s 

w i t h i n $4000. 

The next item i s D i r e c t i o n a l Services. We went 

over some e x h i b i t s , and I went over j u s t b r i e f l y t he 

technology t h a t w e ' l l u t i l i z e t o ensure t h a t we stay away 

from the o r i g i n a l wellbore and stay o f f the hard l i n e s t o 

the east and the south of the o r i g i n a l w e l l b o r e . 

Those d i r e c t i o n a l services are based on e i g h t 

days of work, so the t o o l s w i l l be i n the hole e i g h t days, 

$6000 a day, plus the gyro cost. So t h a t ' s an a d d i t i o n a l 

$54,500 t h a t I don't see r e f l e c t e d on EGL's AFE. 

Another s i g n i f i c a n t d i f f e r e n c e between the two i s 

a t the very bottom, the yellow h i g h l i g h t e d s e c t i o n , Rental 

t o o l s and equipment. Because w e ' l l be working i n a smaller 

hole s i z e , s i g n i f i c a n t cost f o r r e n t a l d r i l l pipe, and t h a t 

e s s e n t i a l l y equals the number t h a t i s on EGL's proposal. 

I n a d d i t i o n t o t h a t , we do have other downhole equipment. 

We have surface r e n t a l equipment. So I f e e l t h a t the 

numbers t h a t we presented on our AFE are adequate. 

Q. Okay. 

A. Not excessive. 

Q. I f y o u ' l l t u r n the page? 
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A. There's only one number there highlighted i n 

yellow. I f y o u ' l l turn your attention t o t h a t , a l l I 

wanted t o point out there was that on any d r i l l i n g project 

t h a t we're involved with — and apparently EGL has the same 

philosophy — we do include some contingency funds. There 

i s some r i s k associated with t h i s work. I n Devon's case we 

use 15-percent contingency, EGL used 10-percent 

contingency. So that accounts fo r a l i t t l e b i t of a 

difference between the two numbers. 

Fi n a l l y , i f you turn to page 3 of that e x h i b i t , 

one major item i s i n the stimulation. EGL's AFE provides 

f o r an acid treatment and t h e i r number i s $15,000. Now, i f 

you notice on our AFE, Devon's AFE, we've included $115,000 

fo r t h a t . Now again, that's a contingency. This i s a 

wildcat w e l l , we don't know what kind of reservoir rock we 

w i l l see. I t i s most l i k e l y we would do an acid 

stimulation similar to what EGL has proposed, as a f i r s t 

step. We don't know about the d r i l l i n g induced damage, nor 

do we know about the q u a l i t y of the reservoir rock that 

w e ' l l encounter, so we included some additional funds i f 

necessary. So that's a pr e t t y big portion of the 

difference between our two costs. 

The next item, $27,000, the highlighted number, I 

did not see where they had included funds f o r the 

whipstocking, f o r the whipstock equipment i t s e l f , and 
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t h a t ' s a p r e t t y expensive piece of equipment. 

And then f i n a l l y the l a s t number i n yel l o w , 

flowback t e s t i n g , flowback equipment and t e s t i n g , we're 

going i n t o t h i s t h i n k i n g we're going t o need flowback 

equipment, so we have included funding f o r t h a t . 

MR. KELLAHIN: That concludes my examination of 

Mr. Greenlees. 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 

C-1 through C-6. 

EXAMINER BROOKS: Objection? 

MR. HALL: No o b j e c t i o n . 

EXAMINER BROOKS: C-1 through C-6 are admitted. 

Mr. Hall? 

CROSS-EXAMINATION 

BY MR. HALL: 

Q. Mr. Greenlees, i n connection w i t h your work f o r 

Devon on t h i s prospect, d i d you do a r e s e r v o i r e v a l u a t i o n 

a t a l l ? 

A. No, s i r . 

Q. Does Devon plan on presenting another r e s e r v o i r 

engineer t o t e s t i f y today? 

A. I can't answer t h a t . 

Q. Who can answer that? 

MR. KELLAHIN: I ' l l t e l l you, I have one but I'm 

not sure I ' l l c a l l him. 

MR. HALL: What's h i s name i n the event we want 
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t o c a l l him? 

MR. KELLAHIN: Jim L i n v i l l e . 

Q. (By Mr. H a l l ) Mr. Greenlees, you d i d t e s t i f y 

t h a t you had — or a t l e a s t Devon had commissioned some 3-D 

seismic over the o l d 2-D seismic i n Section 29 f o r t h a t 

w e l l up t h e r e , d i d you not? 

A. I d i d not say t h a t s p e c i f i c a l l y , no. 

Q. Did t h a t 3-D study run over the l o c a t i o n of t h a t 

w e l l i n Section 29? 

A. I cannot answer t h a t . 

MR. HALL: I have nothing f u r t h e r , Mr. Examiner. 

EXAMINER BROOKS: Mr. Catanach, I t h i n k I ' l l 

d e fer t o you on t h i s witness. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. I j u s t want t o know what the displacement i s 

going t o be of the deviated wellbore from the o r i g i n a l 

wellbore? 

A. Seventy-one f e e t . 

Q. Seventy-one f e e t . 

A. Yeah, we drew i t up on a 50-foot n o r t h and 50-

f o o t west, j u s t t o get away from those hard l i n e s . 

Q. So are you going t o be able t o p r e t t y much t a r g e t 

t h a t l o c a t i o n p r e t t y accurately? 

A. Yeah, the o r i g i n a l wellbore, the d e v i a t i o n on the 
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bottom, a c t u a l l y the e n t i r e hole, was very minimal, so not 

a l o t of d e v i a t i o n problems there. We w i l l have a 

ste e r a b l e system w i t h an MWD system w h i l e we're i n the 

deviated — wh i l e we're b u i l d i n g the angle and then 

dropping the angle, so.. . 

Q. Okay. So do you a t t h i s p o i n t have a footage 

l o c a t i o n f o r t h a t bottomhole l o c a t i o n or not? I mean from 

the s e c t i o n l i n e s and such? 

A. Yes. 

Q. Do you have t h a t somewhere i n your — 

A. I t would be 1930 from the n o r t h , 1930 from the 

west. 

EXAMINER CATANACH: Okay. I t h i n k t h a t ' s a l l I 

have. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. Just out of c u r i o s i t y , what k i n d of s t i m u l a t i o n 

d i d you contemplate i n t h i s e x t r a $100,000 t h a t you put i n 

your — 

A. I t would depend on what we saw, s i r . I t could be 

anywhere from a g e l l e d a c i d f r a c t o a conventional f r a c . 

Q. So t h a t was j u s t a contingency — 

A. Absolutely. 

Q. — not a plan, per se? 

A. Absolutely. 
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EXAMINER BROOKS: Okay, anybody have follow-up? 

MR. KELLAHIN: No, s i r . 

EXAMINER BROOKS: Witness may stand down. 

THE WITNESS: Thank you. 

MR. KELLAHIN: Mr. Examiner, we c a l l Mr. Richard 

Winchester. 

EXAMINER BROOKS: You may proceed. 

MR. KELLAHIN: Thank you. 

RICHARD C. WINCHESTER, 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

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

please s t a t e your name and occupation? 

A. My name i s Richard Winchester, I'm a petroleum 

landman w i t h Devon Energy. 

Q. Summarize f o r us your educational and employment 

experience? 

A. I graduated i n 1990 w i t h a bachelor of business 

a d m i n i s t r a t i o n degree from the U n i v e r s i t y of Oklahoma. 

I've been employed i n the o i l and gas i n d u s t r y f o r 

approximately 13 years, p r i m a r i l y w i t h Conoco, and the l a s t 

t h r e e and a h a l f years w i t h Devon Energy. 

Q. You reside where, s i r ? 
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A. I n Norman, Oklahoma. 

Q. As p a r t of your d u t i e s do you prepare, review and 

process on a re g u l a r basis the various kinds of c o n t r a c t s 

and agreements t h a t are traded among landmen, i n order t o 

cons o l i d a t e i n t e r e s t s f o r a spacing u n i t f o r a we l l ? 

A. Yes, s i r , I do. 

Q. Are you f a m i l i a r w i t h how t o resolve questions 

about who owns what t r a c t s and where? 

A. Yes, s i r , I do. 

Q. Do you r e l y upon t i t l e o p i n i o n , the work product 

by t i t l e examiners and attorn e y s , t o a s s i s t you i n 

determining who should be e n t i t l e d t o share i n production? 

A. Yes, s i r , I do. 

Q. I n t h i s case and i n other cases, have you been 

the lead landman f o r Devonian t o attempt t o co n s o l i d a t e the 

i n t e r e s t f o r a p a r t i c u l a r prospect and reduce i t t o a 

v o l u n t a r y agreement? 

A. Yes, s i r , I have. 

Q. When Mr. Landreth and EGL are d e a l i n g w i t h the 

w e l l , the r e - e n t r y i n Section 4, and d e a l i n g w i t h Devon, 

they're d e a l i n g w i t h you? 

A. Yes, s i r , they are. 

Q. As p a r t of your p r e p a r a t i o n f o r t h i s hearing have 

you reviewed your f i l e s and correspondence between you, EGL 

and Mr. Landreth? 
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A. Yes, s i r , I have. 

Q. To the best of your knowledge, does t h i s e x h i b i t 

book, which we w i l l mark as — The book w e ' l l c a l l E x h i b i t 

A, and then a l l of these are going t o be A - l through — 

-32, I t h i n k i s the l a s t one. 

I t may r e l i e v e Mr. Brooks's a n x i e t y , we're not 

going t o look a t every one of these. 

A. I c e r t a i n l y hope not. 

Q. What w e ' l l attempt t o do, Mr. Winchester, i s see 

i f we can't summarize t h i s i n a way t h a t makes i t 

meaningful so a t l e a s t r i g h t now the Examiner doesn't have 

t o read a l l those. 

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

Q. And should he choose t o read i t , i t ' s here t o 

read? 

A. Yes, s i r . 

EXAMINER BROOKS: Well, excuse me a minute. I 

be l i e v e Mr. Hager's E x h i b i t s are designated A - l , A-2, e t 

cete r a . 

MR. KELLAHIN: You are q u i t e r i g h t , Mr. Examiner. 

Why don't we c a l l t h i s the D book? 

EXAMINER BROOKS: Okay, t h a t ' s f i n e w i t h me. 

MR. KELLAHIN: That w i l l keep i t s t r a i g h t . Okay, 

you're the D book. 

Q. (By Mr. Ke l l a h i n ) There's a c e r t a i n complexity 
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t o the proposals between Mr. Landreth, EGL and Devon, are 

th e r e not? 

A. Yes, s i r , there are. 

Q. Are you s a t i s f i e d t h a t the l e v e l of d e t a i l and 

e x p e r t i s e r e q u i r e d t o study t h i s are w i t h i n the scope of 

your q u a l i f i c a t i o n s ? 

A. Yes, s i r , they are. 

Q. They d i d n ' t give you anything t h a t you never 

heard of or t r i e d t o deal w i t h before? 

A. No, s i r . 

Q. Okay. How long have you been a p r a c t i c i n g 

landman? 

A. For 13 years. 

Q. Have you on any p r i o r occasions had t o deal w i t h 

Mr. Landreth? 

A. Yes, s i r , I have. 

Q. On any p r i o r occasions have you d e a l t w i t h Mr. 

Wes Perry of EGL Resources? 

A. No, s i r . 

Q. When we look a t t h i s e x h i b i t book, behind E x h i b i t 

Tab Number 1, I have something marked Devon E x h i b i t 1. Do 

you see th a t ? 

A. Yes, I do. 

Q. I t ' s a summary t h a t ' s numbered paragraph 1, and 

i t goes a l l the way through 41 and then i t has a summary a t 
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the end? 

A. Yes, t h a t ' s c o r r e c t . 

Q. I s t h i s a document t h a t you have prepared and 

edited? 

A. Yes, s i r . 

Q. We're about t o look a t your work product. I n 

lo o k i n g a t E x h i b i t 1, have you t a l k e d about the va r i o u s 

items t h a t are contained w i t h i n the e x h i b i t book? 

A. Yes, s i r , I have. 

Q. And you're f a m i l i a r w i t h a l l these i n d i v i d u a l 

items? 

A. Yes, s i r . 

Q. Let's s t a r t a t the beginning. 

A. Okay. 

Q. When you were asked t o do something about t a k i n g 

the e x i s t i n g Rio Blanco 4 Federal Com Well Number 1 i n the 

n o r t h h a l f of 4 and proceed w i t h making proposals, d i d you 

make an e f f o r t t o determine the ownership i n Section 4? 

A. Yes, s i r , we d i d . 

Q. Did you make any e f f o r t t o determine from the 

r e g u l a t o r s whether t h i s was t o be a w i l d c a t w e l l or 

something else? 

A. Yes, s i r , I d i d . 

Q. When we look a t Devon's proposal, was the Devon 

proposal based upon e x p l o r a t o r y work t h a t Devon had already 
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commenced? 

A. Yes, i t was. 

Q. Let's s t a r t back th e r e . When — How, t o your 

understanding, d i d t h i s get started? 

A. I f y o u ' l l n o t i c e behind Tab 2, t h e r e i s a w e l l 

proposal from EGL Resources dated March 15th, 2002, and 

they are proposing t o re-enter and deepen the Rio Blanco 4 

Federal Number 1 w e l l . The proposed TD i s t o the Devonian 

for m a t i o n . 

At t h a t p o i n t , as Mr. Hager has t e s t i f i e d , Devon 

had made a commitment, a s i g n i f i c a n t investment i n the 3-D 

data, and a t t h i s p o i n t we were not prepared t o go forward, 

and we f e l t l i k e i t was prudent t o w a i t t i l l we got the 

data back and had a chance t o review the data before 

proceeding w i t h t h i s p r o j e c t . There was no a d d i t i o n a l 

f o l l o w - u p from EGL a f t e r we had t o l d them t h a t i t was our 

recommendation t h a t we hold o f f u n t i l we had a chance t o 

review the seismic data. 

Q. When we go back t o page 1 of E x h i b i t 1 and you 

drop down t o paragraph 4, what are you conveying t o us i n 

paragraph 4? The f i r s t proposal made by Devon i s when? 

A. Well, the f i r s t — Paragraph 4 r e l a t e s t o Devon 

a c q u i r i n g manager approval t o go forward w i t h the 3-D 

survey. 

Q. So i f the Examiner i s l o o k i n g f o r a time 
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chronology and the sequence of various a c t i v i t i e s , t h i s i s 

what your f i l e r e f l e c t s f o r the dates of these things? 

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

Q. Okay. And then paragraph 5, you're t a l k i n g a t 

t h i s p o i n t about Devon has received EGL's proposal, which 

i s behind E x h i b i t Tab Number 2? 

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

Q. Pick up the discussion from t h e r e . What happens 

next? 

A. Well, a t t h a t p o i n t , of course, i t was a 

s i g n i f i c a n t p e r i o d of time before we got the data i n house 

and had a chance t o take a look a t i t , review t h a t . 

Q. The next t h i n g t h a t happens i s , Mr. Landreth i s 

making a proposal? 

A. That's c o r r e c t , on September 20th Mr. L a n d r e t h — 

and t h i s i s behind Tab 3 — Mr. Landreth sent a l e t t e r t o 

Devon Energy. W i t h i n i t he discusses h i s d e s i r e t o move 

forward w i t h the p r o j e c t . And i f y o u ' l l n o t i c e down i n the 

t h i r d paragraph, some of the h i g h l i g h t s i s t h a t of course 

they would l i k e t o have the o p p o r t u n i t y t o take a look a t 

the 3-D seismic data, and t h a t he i s w i l l i n g t o discuss 

farming out up t o t w o - t h i r d s of h i s 62-1/2-percent i n t e r e s t 

on terms t o be negotiated a f t e r t h a t review. 

Q. I n support of Mr. Landreth's proposal t o Devon, 

d i d Mr. Landreth submit t o Devon any seismic data or 
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geologic a n a l y s i s of h i s proposal? 

A. No, s i r . 

Q. At t h i s p o i n t , Mr. Landreth's proposal i s l i n k e d 

t o l o o k i n g a t your 3-D seismic study? 

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

Q. What then happens? 

A. I f y o u ' l l look behind Tab 4, on November 4th we 

prepared an o f f e r t o Mr. Landreth. We were prepared t o 

commence operations on the r e - e n t r y w i t h i n 90 days a f t e r 

r e c e i p t of a BLM d r i l l i n g permit. We o f f e r e d him — We 

made an o f f e r t o acquire t w o - t h i r d s of h i s 62.5-percent 

i n t e r e s t , we would give him access t o the 3-D data and we 

would pay him a bonus per acre f o r an assignment f o r those 

i n t e r e s t s . 

Q. At t h i s p o i n t i n the n e g o t i a t i o n s , who i s 

intended t o be the operator? 

A. Devon energy. 

Q. So the November 4th l e t t e r i s your proposal t o 

Mr. Landreth t h a t includes these various terms and 

conditions? 

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

Q. I n t h i s l e t t e r on November 4th, i n the f i r s t 

numbered paragraph, you're t a l k i n g about "The Section 4 

working i n t e r e s t owners w i l l form a 640-acre working 

i n t e r e s t u n i t . . . " 
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A. That's correct. 

Q. What did you intend to mean by that? 

A. Just that the parties with working i n t e r e s t i n 

Section 4 would combine t h e i r i n t e r e s t t o t e s t the Devonian 

prospect w i t h i n Section 4 i t s e l f . 

Q. At that point did Devon have any i n t e r e s t i n the 

south ha l f of 4? 

A. Yes, we did. 

Q. I n the south half of 4? 

A. That's correct — No, we had no leasehold 

i n t e r e s t i n the south half of 4. 

Q. That's what I'm saying. 

A. Yeah, I'm sorry. 

Q. I t ' s my mistake. 

A. I misunderstood. 

Q. The south half of 4, you did not have an 

interest? 

A. That's correct, and i t was our i n t e n t t o o f f e r 

something to earn an int e r e s t i n the south ha l f of 4. 

Q. And t h i s exchange for a part of Mr. Landreth*s 

i n t e r e s t would then give you an i n t e r e s t i n the south? 

A. That's correct. 

Q. And there's percentages discussed? 

A. That's correct. 

Q. And you would operate, and then you would form a 
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working i n t e r e s t owner u n i t of the whole section? 

A. That•s c o r r e c t . 

Q. Mr. Winchester, do you equate a working i n t e r e s t 

owner u n i t w i t h the spacing u n i t s i z e assigned t o a w e l l by 

the D i v i s i o n ? 

A. No, s i r , I do not. 

Q. How are they d i f f e r e n t ? 

A. The working i n t e r e s t u n i t , as I explained, i s 

formed by the various p a r t i e s who have i n t e r e s t s w i t h i n 

whatever the proposed u n i t i s . The p r o r a t i o n u n i t i s 

determined by the NMOCD. 

Q. Has i t always been Devon's p o s i t i o n t o dedicate 

the n o r t h h a l f of Section 4 as a w i l d c a t spacing u n i t — 

A. Yes, s i r . 

Q. — f o r the Devonian production? 

A. Yes, s i r . 

Q. That's always been your p o s i t i o n ? 

A. Yes, i t has been. 

Q. When we get t o the end of t h i s , t h a t s t i l l i s one 

of the d i f f e r e n c e s between you and Mr. Landreth — 

A. Yes, s i r . 

Q. — i s what acreage gets dedicated as the spacing 

u n i t ? 

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

Q. A f t e r the November 4th l e t t e r , what then 
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t r a n s p i r e s , Mr. Winchester? 

A. Well, we d i d not get a response from Mr. Landreth 

on the November 4th l e t t e r , and so I c a l l e d t o f o l l o w up. 

And he had a t t h a t time said t h a t t h i s was not the type of 

proposal t h a t he was look i n g f o r . 

So on November 3rd we made another proposal, and 

again t o form a 640-acre working i n t e r e s t u n i t . We're 

saying t h a t w e ' l l commence operations w i t h i n 90 days of 

r e c e i p t of the BLM permit. 

Q. Have you a t t h i s p o i n t improved your proposal t o 

Mr. Landreth's p o s i t i o n ? 

A. Yes, we have. 

Q. So you're o f f e r i n g him more — 

A. I'm sor r y — 

EXAMINER BROOKS: For the record, t h a t was 

December 3rd. I t h i n k you — 

THE WITNESS: I'm sor r y , December 3rd, yes, s i r . 

EXAMINER BROOKS: Okay, go ahead. 

THE WITNESS: I f you look down under item number 

3, of course we're o f f e r i n g the r i g h t t o acquire an 

assignment of t w o - t h i r d s of h i s 62.5-percent working 

i n t e r e s t , and under item b. we're saying t h a t w e ' l l pay a 

hundred percent of h i s cost, b a s i c a l l y dryhole cost, t o r e ­

enter and deepen the w e l l t o casing p o i n t . 

Q. (By Mr. Ke l l a h i n ) Okay, so t h a t ' s the a d d i t i o n a l 
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increment t h a t you're conceding or g i v i n g t o Landreth a t 

t h i s p o i n t ? 

A. Yes, s i r . 

Q. Well what then happens, Mr. Winchester? 

A. On December 4th Mr. Landreth responded saying 

t h a t — you know, obviously he wants t o move forward w i t h 

the p r o j e c t , but because we don't give a f i r m commencement 

date, and t h a t our o f f e r i s subject t o management approval, 

he cannot give i t serious c o n s i d e r a t i o n . 

Q. When you t a l k e d about those l i m i t a t i o n s , are you 

t r e a t i n g Mr. Landreth d i f f e r e n t l y on those p o i n t s than you 

would t r e a t anyone else t h a t you're n e g o t i a t i n g with? 

A. No, s i r . 

Q. Your deals, then, are made subject t o f i n a l 

approval? 

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

Q. Tab 7, what are we lo o k i n g a t here? 

A. Tab 7 i s a l e t t e r from Mr. Landreth t o Devon, and 

i n t h i s l e t t e r he i s — Obviously t h e r e were conversations 

t h a t were not conducted through w r i t t e n correspondence, but 

he has come back t o us and has s a i d , w e l l , I would l i k e t o 

see the p r o j e c t proceed as f o l l o w s . And then he gives a 

l i s t of t h i n g s he would l i k e t o see happen and t h a t he 

would l i k e t o see an o f f e r from Devon before he makes a 

d e c i s i o n . 
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Q. Okay. Then what happens? 

A. Then on December 17th we prepared an o f f e r t o Mr. 

Landreth and t o EGL Resources t o proceed forward, and again 

forming a 640-acre working i n t e r e s t u n i t , and t h a t we would 

have the r i g h t t o earn an assignment up t o t w o - t h i r d s of 

h i s 62.5-percent i n t e r e s t . And under t h i s proposal we are 

o f f e r i n g t o c a r r y h i s cost and EGL's cost t o the tanks f o r 

whatever p o r t i o n — or t w o - t h i r d s of what they're w i l l i n g 

t o farm out, and we've l i m i t e d the c a r r y on t h a t t o 110 

percent. 

Q. And i f he accepts t h i s proposal, then you 

intended t o show him the 3-D seismic data t h a t covered t h i s 

prospect? 

A. Yes, s i r . 

Q. What happened then? This i s out of sequence 

now — 

A. Yes, s i r . 

Q. — Tab 8, i t says December 15th [ s i c ] but t h a t ' s 

a typo. That should be January 17th. 

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

Q. So sk i p t h a t l e t t e r f o r a moment, and l e t ' s go t o 

December 20th, which i s Tab 10. 

A. That's c o r r e c t . On December 20th, Mr. Landreth 

sent a l e t t e r back t o us saying t h a t he was w i l l i n g t o 

accept the farmout terms, provided t h a t we can work out 
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some d e t a i l s , and he has a spud date of A p r i l 1 s t , and t h a t 

he a l s o wanted t o take a look a t our seismic data over h i s 

Bootleg Ridge East prospect. So he wanted t o t i e t h a t i n 

as w e l l . 

Q. Take us from here and summarize f o r us, i f you 

can, i n a c o l l e c t i v e way — 

A. Okay. 

Q. — where we are i n terms of the n e g o t i a t i o n s by 

the end of February. 

A. Okay. You know, several l e t t e r s d u r i n g t h a t time 

were traded, and there were issues r a i s e d t h a t we were not 

able t o come t o an agreement on. But a t t h a t p o i n t Mr. 

Landreth and EGL had recommended t h a t we provide t o them 

our proposed form of p a r t i c i p a t i o n and o p e r a t i n g agreements 

and take a look a t t h a t and see i f we could work out the 

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

So we forwarded our proposed p a r t i c i p a t i o n and 

o p e r a t i n g agreement t o Mr. Landreth and EGL. And i f y o u ' l l 

look back on — moving forward t o February 14th, Mr. 

Landreth responds t o our proposed p a r t i c i p a t i o n and farmout 

agreement. 

Q. Okay, l e t ' s go t o Tab — 19, I t h i n k . 

A. Yes, s i r , i t ' s behind Tab Number 19. 

Q. Before we get t o Tab 19, there are two l e t t e r s of 

February 7 t h , each of them stamped " D r a f t " . 
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A. Yes, s i r . 

Q. I s t h i s an i n t e r n a l d r a f t i n the company, or i s 

i t f o r some other reason? 

A. I t ' s j u s t a d r a f t — I t ' s a d r a f t of the 

proposal. I t ' s sent out f o r t h e i r review. 

Q. So t h i s i s what Mr. Landreth and Mr. Wes Perry 

received? 

A. Yes, s i r . 

Q. And i n response t o t h a t , then we go t o 19 and see 

what they were asking you t o change? 

A. That's r i g h t . Mr. Landreth responds again — 

I t ' s hard t o see the date, but i t was faxed t o us on 

February the 19th, and where he's gone through the 

p r o v i s i o n s i n the agreement and r e d - l i n e d or u n d e r l i n e d 

proposed changes. 

Q. Go down i n paragraph 4 f o r me where i t says "Test 

Well". 

A. Yes, s i r . 

Q. Read f i v e l i n e s down where i t says " P a r t i e s 

agree". 

A. I t says "The P a r t i e s agree t h a t the spacing u n i t 

e s t a b l i s h e d f o r s a i d Test Well w i l l be the n o r t h h a l f of 

Section 4, Township 23 South, Range 34 East." 

Q. Was t h a t i n the d r a f t proposal t h a t you had faxed 

t o Mr. Landreth? 
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A. Yes, s i r . 

Q. I s i t one of the sentences t h a t he changed or 

proposed t o be changed w i t h the u n d e r l i n i n g ? 

A. I t appears t h a t i t was accepted. 

Q. During the course of t h i s t r a n s a c t i o n or t h i s 

n e g o t i a t i o n process, d i d Mr. Landreth propose t h a t i t be 

expanded t o include any lands other than Section 4? 

A. Yes, s i r , he proposed t h a t i t extend up i n t o 

Section 33 of 22 South, 34 East. 

Q. What happened as a r e s u l t of the changes Mr. 

Landreth had proposed back t o you under E x h i b i t 19? 

A. I f y o u ' l l look a t E x h i b i t 21, we responded t o Mr. 

Landreth's proposed changes where we were agreeing t o c a r r y 

the t h i r d working i n t e r e s t . He had requested t h a t i n stead 

of t h e r e being a 110-percent l i m i t f o r the c a r r y , t h a t i t 

would be expanded t o 125 percent of the cost i n the 

o r i g i n a l AFE. 

There were also — on the second page he placed a 

r e s t r i c t i o n on Devon's a b i l i t y t o d r i l l a w e l l o f f the 

south l i n e i n Section 33, which i s not acceptable t o Devon. 

Q. So a t t h i s p o i n t there's a change i n p o s i t i o n s by 

the companies, and he now wants an o f f s e t l i m i t a t i o n f o r 

any w e l l i n Section 33? 

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

Q. Did you advise him t h a t t h a t was not acceptable? 
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A. Yes, I d i d . And i n f a c t , i n t h i s l e t t e r I 

b a s i c a l l y s a i d — I mean, we f e e l l i k e — you know, as f a r 

as we're concerned, we c e r t a i n l y made a reasonable e f f o r t , 

and i f he would l i k e t o accept these items we w i l l 

i n c o r p o r a t e the language i n an agreement. Otherwise, l e t ' s 

j u s t move forward t o t e s t the w e l l on a n o r t h - h a l f 

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

Q. When we look behind E x h i b i t Tab 23, what are you 

now communicating t o Mr. Landreth, Wes Perry and t o 

Southwestern Energy? 

A. We had made a proposal t o re-enter — i t ' s a 

formal proposal t o re-enter the w e l l , and i t ' s based upon 

Devon op e r a t i n g and the p r o r a t i o n u n i t being the n o r t h h a l f 

of Section 4. We requested t h a t they respond no l a t e r than 

March 13th, or we would commence compulsory p o o l i n g 

procedures. 

Q. A f t e r t h i s , d i d Mr. Landreth request from you 

t h a t you send i n copies of your e l e c t r o n i c a l l y approved 

permits from the BLM? 

A. Yes, s i r , he d i d . 

Q. And d i d you do t h a t f o r him? 

A. Those were faxed t o him, yes, s i r . 

Q. And where do we f i n d those? 

A. Those w i l l be under Tab 25. 

Q. When we look behind E x h i b i t Tab 26, there's a 
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sundry n o t i c e t h a t ' s named under EGL Resources. 

A. Yes, s i r . 

Q. What has happened t o EGL Resources' sundry 

n o t i c e , which appears t o be stamped and approved on 

February 27th? 

A. That sundry n o t i c e was rescinded by the BLM 

because EGL was not the operator of the w e l l . 

Q. So as you t u r n behind the forms and you come t o 

the BLM l e t t e r s saying t h a t t h e i r approval — 

A. — i s rescinded, yes, s i r . 

Q. On March 13 d i d you d i r e c t t h a t the — On March 

5th d i d you d i r e c t t h a t an a p p l i c a t i o n f o r p o o l i n g be 

f i l e d ? 

A. Yes, s i r , I d i d . 

Q. And t h a t ' s what we f i n d behind E x h i b i t Tab 27? 

A. Yes, s i r . 

Q. Subsequent t o t h a t , there i s a f i l i n g by Mr. Carr 

on behalf of EGL under Tab 28 which shows t h a t on March 

19th he f i l e d a competing p o o l i n g case, r i g h t ? 

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

Q. And even a f t e r a l l t h a t ' s done, d i d you continue 

t o t r y t o meet w i t h Mr. West Perry and Mr. Landreth t o t r y 

t o r e s o l v e t h i s ? 

A. Yes. I n f a c t , a f t e r we had f i l e d f o r our 

A p p l i c a t i o n on March 7th, Wes Perry w i t h EGL Resources and 
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I v i s i t e d and t a l k e d about our competing proposals, and I 

o f f e r e d t o come t o Midland t o meet w i t h them and see i f 

t h e r e was some way t h a t we could resolve those issues. So 

t e n t a t i v e l y we agreed t o meet on March 13th i n EGL's o f f i c e 

i n Midland. 

Q. And d i d you do that? 

A. Yes, s i r , we d i d . 

Q. What happened? 

A. Well, on March 12th, a r r i v i n g i n Midland, I 

c a l l e d t o confirm our meeting. I then c a l l e d Mr. Landreth 

and i n v i t e d him t o the meeting, and durin g our conversation 

he asked i f our — Devon's proposal would be based upon us 

being operator, and I said yes, and i f i t would be based 

upon 320-acre spacing, and I said yes. And a t t h a t p o i n t 

he d i d n ' t f e e l l i k e i t would be b e n e f i c i a l t o meet. 

Q. Do you have an estimate, Mr. Winchester, of how 

many various correspondence and times and meetings and 

phone c a l l s t h a t you exchanged w i t h these p a r t i e s over the 

l a s t several months? 

A. I mean, there have been a number of telephone 

conversations, a t l e a s t 18 l e t t e r s sent back and f o r t h t o 

each p a r t y . 

Q. At t h i s p o i n t do you bel i e v e you've exhausted a l l 

reasonable e f f o r t s — 

A. Yes, s i r . 
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Q. — t o reach an agreement? 

A. Yes, s i r , I do. 

Q. I t simply can't be done, i n your opinion? 

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

Q. Do you have a recommendation t o the Examiner 

under your t y p i c a l j o i n t operating agreements as t o what 

you would recommend f o r overhead rates? 

A. Well, what I would recommend — and t h i s i s what 

we had t e n t a t i v e l y agreed t o w i t h EGL and Mr. Landreth, and 

t h a t would be $5000 f o r d r i l l i n g r a t e s and $500 per month 

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

Q. So the proposed d r i l l i n g and producing overhead 

r a t e s were not a d i f f e r e n c e of opini o n between the p a r t i e s ? 

A. No, s i r . 

Q. Was your AFE a p o i n t of co n t e n t i o n w i t h e i t h e r 

EGL or Mr. Landreth? 

A. No, s i r . 

Q. Were you anxious t o get t h i s done? 

A. Yes. 

Q. Do you have a r i g a v a i l a b l e t o do t h i s work? 

A. Yes, s i r . Of course Mr. Greenlees could answer 

t h i s more thoroughly, but yes, we do. 

Q. That's your understanding — 

A. That's my understanding. 

Q. You guys are ready t o go? 
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A. That's c o r r e c t . 

MR. KELLAHIN: That concludes my examination of 

Mr. Winchester. 

We move the i n t r o d u c t i o n s of h i s E x h i b i t Book D, 

which are E x h i b i t s 1 through 32. 

EXAMINER BROOKS: Any objection? 

MR. HALL: Just one question. Was the E x h i b i t 

under Tab 1 prepared by you? 

THE WITNESS: Under Tab 1. Yes, s i r . 

MR. HALL: No o b j e c t i o n , Mr. Examiner. 

EXAMINER BROOKS: E x h i b i t s D-l through D-32 w i l l 

be admitted. 

I note t h a t the tabs go D-l through D-31 — or go 

1 through 31, and then there i s another t a b t h a t ' s l a beled 

29 t h a t ' s a d u p l i c a t e . I s t h a t 32? 

MR. KELLAHIN: Yes, s i r . O f f i c e Depot only goes 

t o 31, t h a t ' s — i n the b i n yesterday. 

EXAMINER BROOKS: Okay, w e l l , we have t o deal 

w i t h what O f f i c e Depot has i n the b i n . 

Okay, Mr. Hall? 

MR. HALL: Yes, s i r , thank you. 

CROSS-EXAMINATION 

BY MR. HALL: 

Q. Mr. Winchester, I understand from your testimony 

t h a t your j o b r e s p o n s i b i l i t i e s also touch on r e g u l a t o r y 
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compliance, i n c l u d i n g the Rules of the O i l Conservation 

D i v i s i o n here i n New Mexico; i s t h a t r i g h t ? 

A. As f a r as spacing, yes, s i r . 

Q. A l l r i g h t . Due t o the circumstances i n t h i s case 

I have t o ask you — and I t h i n k you can answer t h i s 

q uestion on a yes-or-no basis — i s the boundary of the 

spacing and p r o r a t i o n u n i t f o r the Rio Blanco w e l l one m i l e 

from the North B e l l Lake-Devonian Gas Pool? 

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

Q. Mr. Winchester, i n your view, from your 

experience i n t h i s p a r t i c u l a r matter, there's r e a l l y no 

d i f f e r e n c e , no s u b s t a n t i a l d i f f e r e n c e , on the geology 

between Landreth and EGL and Devon, i s th e r e r e a l l y ? 

A. Yes, s i r , I b e l i e v e there i s . 

Q. Devon and EGL and Landreth are a l l i n agreement 

on the w e l l l o c a t i o n ; i s t h a t r i g h t ? 

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

Q. And a l l p a r t i e s agree on the p r o p r i e t y and the 

l i k e l i h o o d of a commercial success i n the Devonian f o r t h i s 

p a r t i c u l a r acreage; i s t h a t r i g h t ? 

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

Q. How does 640-acre spacing h u r t Devon? 

A. Well, under the scenario t h a t ' s — Well, i n 

Section 4, i f we spaced i t on 640 Devon's i n t e r e s t would be 

reduced from 12.5 percent t o 6.25 percent. 
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Q. Any other harm? 

A. Yes, from what Mr. Hager has shown us, there's a 

— the two s t r u c t u r e s are not connected, so i t should be 

spaced as a w i l d c a t w e l l . And i n t h a t case i t would be 

based on 320-acre spacing. 

Q. A l l r i g h t , I'm speaking j u s t w i t h respect t o 

Section 4 f o r the time being. There's no other harm, other 

than, i f I understand, your i n t e r e s t would be diminished 

somewhat? 

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

Q. So you have a 25-percent i n t e r e s t on a 320? 

A. We would have a 12.5-percent i n t e r e s t on a 320 — 

Q. I'm s o r r y . 

A. — and a 6.25-percent i n t e r e s t on the 640. 

Q. And the obverse would be t r u e f o r Mr. Landreth's 

i n t e r e s t , would i t not? I f we go from a 640 t o a 320, then 

the Landreth and the EGL i n t e r e s t s are p r o p o r t i o n a t e l y 

reduced, c o r r e c t ? 

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

Q. And the proposal before the Examiner i s t h a t 

Devon be the operator of t h i s w e l l , speaking f o r 12.5 

percent, cor r e c t ? 

A. A c t u a l l y , i t would be 2 5 percent. 

Q. A l l r i g h t , and your ownership would be only — 

A. — 12.5 percent. 
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Q. A l l r i g h t . And the other p a r t i e s , o u t s i d e of the 

i n t e r e s t t h a t Devon speaks f o r , would bear how much of the 

cost of the well? 

A. They would bear the other 87.5 percent. 

Q. Outside of the changes t o p r o p o r t i o n a t e 

ownership, what's the advantage t o Devon t o developing t h i s 

area on 320s? 

A. You would probably need t o t a l k t o our t e c h n i c a l 

f o l k s about the development aspect. 

Q. A l l r i g h t . I n connection w i t h your o v e r a l l 

review of t h i s prospect, Devon has had t h e i r r e s e r v o i r 

engineers undertake a r e s e r v o i r a n a l y s i s , drainage analyses 

and the l i k e ? 

A. As f a r as I know, yes, s i r . 

Q. They've taken a look t o see what the u l t i m a t e 

r e c o v e r a b i l i t i e s would be on 640-acre spacing versus 320-

acre spacing? 

A. I b e l i e v e they have. 

Q. Do you know what the r e s u l t s of those s t u d i e s 

are? 

A. I cannot speak t o t h a t . 

Q. Do you know whether development on 320-acre 

spacing would r e s u l t i n the recovery of any a d d i t i o n a l gas 

reserves? 

A. I'm not a r e s e r v o i r engineer, y o u ' l l have t o 
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ask — 

Q. Okay, I understand. 

During the course of your n e g o t i a t i o n s w i t h Mr. 

Landreth and Mr. Perry a t EGL, t e l l us about the 

discussions the p a r t i e s had w i t h respect t o the development 

of Section 33. 

A. Well, Section 33 was — 

MR. KELLAHIN: I'm going t o o b j e c t t o the 

question. I t ' s beyond the scope of what we're doing here. 

MR. HALL: No, s i r , Mr. Examiner. I n one of 

Devon's own e x h i b i t s , i f y o u ' l l look under Tab 10, i t ' s a 

l e t t e r from Mr. Landreth dated December 2 0th, and t h a t 

s u b j e c t i s s p e c i f i c a l l y r a i s e d . That e x h i b i t says, 

"Another subject which probably needs t o be discussed i s 

how farm-ins of a d j o i n i n g t r a c t s w i l l be neg o t i a t e d and 

shared..." 

They brought i t up, we're e n t i t l e d t o pursue i t . 

EXAMINER BROOKS: I'm not sure how r e l e v a n t i t 

i s , but I ' l l o v e r r u l e the o b j e c t i o n . Go ahead. 

Q. (By Mr. H a l l ) T e l l us about the discussions you 

had w i t h Mr. Landreth and Mr. Perry about developing 

Section 33. 

A. We had i n i t i a l l y t a l k e d about forming an AMI, and 

Devon's proposal was t o l i m i t the AMI t o lands east and 

west of Section 4, and the n o r t h h a l f , I b e l i e v e , of 
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Section 9 t o the south. I t d i d not include Section 33. 

Q. And why not? 

A. Because we had purchased 100 percent of t h a t 

i n t e r e s t . 

Q. I see, and when d i d you do that ? 

A. Section — There was a 320-acre t r a c t i n Section 

33 t h a t was acquired sometime back i n a BLM sale , and then 

our — the term assignment was purchased from OXY Permian, 

or a c t u a l l y t h e r e were lands traded w i t h OXY Permian t h a t 

included t h a t term assignment t h a t happened i n December of 

l a s t year. 

Q. A l l r i g h t , so t h i s was a f t e r Devon had acquired 

i t s seismic i n the area? 

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

Q. Then you went out and acquired the Section 3 3 

land? 

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

Q. Did you ever o f f e r any i n t e r e s t i n the Section 33 

acreage t o Mr. Landreth or t o EGL? 

A. No, s i r . 

Q. Why not? 

A. Because we acquired t h a t acreage by v i r t u e of the 

i n f o r m a t i o n we had acquired through the 3-D seismic data, 

and having made t h a t i n i t i a l investment, or t h a t 

s i g n i f i c a n t investment, we c e r t a i n l y wanted t o use t h a t 
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i n f o r m a t i o n t o Devon's b e n e f i t . 

Q. And t h i s i s a f t e r Mr. Landreth had put t h a t issue 

on the t a b l e on December 20th? 

A. That's c o r r e c t . That's when the deal was flanged 

up, f o l l o w i n g t h a t . There had been conversations w i t h OXY 

p r i o r t o t h a t . 

Q. Did you ever represent t o e i t h e r EGL or Mr. 

Landreth or any of t h e i r r e p r e s e n t a t i v e s t h a t Devon was 

planning a w e l l i n Section 33 t o o f f s e t Section 4? 

A. Did I represent that? I n a meeting w i t h EGL I 

d i d . 

Q. Yes, and what l o c a t i o n was i n d i c a t e d f o r t h a t 

w e l l ? 

A. Well a t the time we sa i d , of course, under the 

spacing r u l e s as a w i l d c a t t h a t we could put the w e l l 660 

f e e t o f f the south l i n e . But since t h a t time we have 

staked a l o c a t i o n 1000 f e e t o f f the south l i n e . 

Q. Have you f i l e d your APDs w i t h the BLM f o r t h a t 

Section — 

A. I ' d have t o t a l k t o Mr. Greenlees about t h a t . I 

do not know t h a t t h a t • s happened. 

Q. I see. I s there any reason why you a l l can't 

s t a r t the w e l l i n Section 33 before doing t h i s r e - e n t r y 

procedure? 

A. C e r t a i n l y . I mean, from an economic standpoint 
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t o Devon, t h a t would make no sense. 

Q. And why i s t h a t ? Because you have 100 percent of 

the cost of the well? 

A. Well, because i t ' s a much — That's c o r r e c t , i t ' s 

a much cheaper e n t r y . We wouldn't have 100 percent of the 

co s t , we'd have 50 percent. 

Q. And i n Section 4 you'd only have 12.5 percent of 

t h a t cost t o bear? 

A. I b e l i e v e the cost of the r e - e n t r y would be 

cheaper than the cost of a new d r i l l . 

Q. Right, and my question i s , you only had 12.5 

percent of t h a t cost t o bear there? 

A. That's c o r r e c t , although we o f f e r e d t o take a 

s i g n i f i c a n t p o r t i o n more of the cost t o earn an i n t e r e s t 

throughout Section 4. 

Q. I want t o be c l e a r on the sequence of events 

here. As I understood your d i r e c t testimony, you seemed t o 

say t h a t the l e t t e r under Tab 3 of E x h i b i t D, the September 

20th, 2002, l e t t e r , was the f i r s t time you received a 

proposal from Mr. Landreth about t h i s prospect. Am I wrong 

about t h a t ? 

A. As f a r as a formal proposal, t h a t ' s the f i r s t 

t h a t I can r e c a l l . 

Q. Okay. Well, l e t ' s be c l e a r here. Who generated 

t h i s prospect? 
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A. That i s something t h a t I'm not sure o f . I know 

i n my conversations w i t h EGL Mr. Brezina had represented 

t h a t he had generated — or he had a Devonian idea i n 

Section 4, and a t one p o i n t he had taken i t t o Mr. 

Landreth, and Mr. Landreth d i d n ' t show much i n t e r e s t i n i t . 

Q. I want t o make sure I understand why you can't 

answer t h a t question. I s i t because you weren't i n v o l v e d 

w i t h t h i s prospect before September, 2002? 

A. No, I was involved i n the prospect before 

September, 2002. 

Q. Okay, so your r e c o l l e c t i o n goes back how f a r , 

datewise? 

A. I d i d not s t a r t working southeast New Mexico, as 

f a r as Devon's concerned, u n t i l about September of 2001, 

f o l l o w i n g the Concho a c q u i s i t i o n . 

Q. A l l r i g h t , I'm s t i l l unclear. I t h i n k we need t o 

p i n t h i s down, because t h i s i s q u i t e important. I s i t — 

A. Yeah, i t ' s obvious we're not — I don't 

understand your question. 

Q. Yeah, I j u s t want t o e s t a b l i s h f o r the Hearing 

Examiner, who took t h i s proposal t o who f i r s t ? 

A. As f a r as j u s t the r e - e n t r y of the Rio Blanco 

Number 1 w e l l t o the Devonian? 

Q. Yes, s i r . 

A. EGL made a formal proposal on — as we showed 
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you, on — under Tab 2, March 15th of 2002. 

Q. You'd received no communications, w r i t t e n or 

v e r b a l , from Mr. Landreth or from EGL before t h a t time? 

A. I could not r e c a l l t h a t . 

Q. Okay. Mr. Winchester, when d i d i t f i r s t become 

apparent t o you t h a t there was not a common understanding 

among the p a r t i e s over the siz e of t h i s prospect i n terms 

of a 320-acre u n i t versus a 640-acre u n i t ? 

A. What type of u n i t are you r e f e r r i n g to? The 

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

Q. Any type a t a l l . 

A. I t would have occurred a f t e r Mr. Landreth's 

l e t t e r , or h i s comments on February 14th t o Devon's 

proposed form of p a r t i c i p a t i o n and farmout agreement, 

because w i t h i n t h a t document he d i d not request t h a t the 

n o r t h - h a l f p r o r a t i o n u n i t be changed. 

Q. When we look a t your e x h i b i t under your Tab 8, as 

l a t e as December 17th, 2002, anyway, Devon f o r i t s p a r t 

anyway was s t i l l t a l k i n g about a 640-acre — what you c a l l 

working i n t e r e s t u n i t ? 

A. Correct. 

Q. Did you make any e f f o r t a t a l l t o c l a r i f y w i t h 

Mr. Landreth or EGL t h a t what we're t a l k i n g about here i s 

spacing t h i s w e l l on 320 acres, not 640 acres, a f t e r t h a t 

p o i n t i n time? 
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A. Obviously t h a t was included i n our p a r t i c i p a t i o n 

and farmout agreement. 

Q. How about p r i o r t o th a t ? 

A. No. 

Q. By the way, l e t ' s look under your Tab 26. That's 

the t r a n s m i t t a l l e t t e r f o r the BLM, and under t h a t i s the 

p r i o r APD, the sundry n o t i c e f o r the Rio Blanco w e l l , and 

under l i n e item 10, what pool i s r e f l e c t e d there? 

A. EGL has l i s t e d the " B e l l Lake; Devonian, North 

(Gas)" Pool. 

Q. And i n f a c t t h a t was approved by the BLM a t one 

time, was i t not? 

A. Yes, s i r , i t was. 

Q. G e t t i n g back t o t h i s apparent misunderstanding 

about the s i z e of the spacing u n i t the p a r t i e s apparently 

had, i n any of the communications you sent t o EGL where you 

might have referenced a 320-acre spacing u n i t f o r the w e l l , 

d i d EGL attempt t o c l a r i f y t h a t w i t h you? 

A. Not t h a t I can r e c a l l . 

Q. You don't r e c a l l being t o l d t h a t a 320-acre u n i t 

was i n e r r o r ? 

A. Not i n e r r o r , but c e r t a i n l y i n our meeting w i t h 

EGL, I mean, t h a t was one of the main p o i n t s we discussed. 

Q. Okay. And which meeting was t h a t ? 

A. That was the meeting t h a t we had on March 13th 
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where I had flown t o Midland t o meet w i t h them i n t h e i r 

o f f i c e . 

Q. Has Devon acquired any i n t e r e s t i n Section 5? 

I'm s o r r y — Yes, Section 5? 

A. No, s i r . 

Q. What i s the proposed alignment f o r the spacing 

and p r o r a t i o n u n i t s i n Section 33? 

A. They would be laydowns. 

Q. So we're t a l k i n g a t l e a s t one, p o t e n t i a l l y two 

laydowns i n Section 33 — 

A. Yes, s i r . 

Q. — on 320-acre spacing? 

A. Yes, s i r . 

Q. Two laydowns i n Section 4? 

A. Yes, s i r . 

Q. P o t e n t i a l l y two laydowns i n Section 5, should 

someone choose t o develop the Devonian there? 

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

Q. And as I bel i e v e I heard you i n d i c a t e , you had 

i n i t i a l l y proposed s t a k i n g your w e l l i n Section 33. You 

say 660 o f f the — 

A. A thousand f e e t o f f of the south l i n e . 

MR. HALL: I have nothing f u r t h e r , Mr. Examiner. 

EXAMINER BROOKS: Redirect? 

MR. KELLAHIN: Yes, s i r . 
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REDIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. I n Section 4, Mr. Winchester, there's a p a r t y 

w i t h an i n t e r e s t , Southwestern. I f o r g e t t h e i r whole name. 

A. Southwestern — you mean our — the other p a r t n e r 

— the other p a r t y t o the — 

Q. — t o the spacing u n i t i n the n o r t h h a l f ? 

A. Yes, s i r , Southwestern Energy Production Company. 

Q. And what p o s i t i o n has Southwestern Energy 

Production Company taken w i t h regards t o the competing 

A p p l i c a t i o n s between the p a r t i e s ? 

A. They forwarded t o us — i f y o u ' l l look behind Tab 

30, t h e i r e l e c t i o n t o p a r t i c i p a t e i n our — 

Q. Tab 30? 

A. Yes, s i r , behind Tab 30 — i n our proposed r e ­

e n t r y operations, and then they say w i t h i n t h a t t h a t the 

e l e c t i o n serves t o s i g n i f y t h e i r support of Devon Energy 

Production Company, L.P., i n the po o l i n g A p p l i c a t i o n . 

Q. When we're lo o k i n g a t the f i r s t w r i t t e n proposal 

f o r the r e - e n t r y i n Section 4, t h a t f i r s t l e t t e r i s the EGL 

l e t t e r of March 15th of l a s t year? 

A. Yes, s i r . 

Q. P r i o r t o t h a t proposal, had Devon already 

i n i t i a t e d i n t e r n a l l y t h i s e f f o r t t h a t the ge o p h y s i c i s t has 

described about a c q u i r i n g a l l t h i s 3-D seismic data? 
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A. At l e a s t a year p r i o r t o t h a t . 

Q. Was Devon prepared t o go forward w i t h the r e ­

e n t r y of the Number 4 w e l l i n Section 4 and t o whipstock 

t h a t i n the absence of having analyzed the 3-D data? 

A. No, s i r . 

Q. As a follow-up t o Mr. H a l l ' s question, i f you 

look a t Section 4, you have sai d t h a t i f Section 4 as a 

whole s e c t i o n i s dedicated t o the w e l l , i t would d i l u t e 

your i n t e r e s t by h a l f ? 

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

Q. I n the south h a l f of 4, i f the south h a l f of 4 i s 

a 320-acre spacing u n i t f o r Devonian production — 

A. Yes, s i r . 

Q. — would Devon have any i n t e r e s t ? 

A. No, s i r . 

Q. The south h a l f of 4, then, could be d r i l l e d by 

Mr. Landreth and EGL and they would have a 100-percent 

we l l ? 

A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. They would have the o p p o r t u n i t y t o u t i l i z e your 

r e - e n t r y as a reason t o d r i l l the second w e l l i n the 

s e c t i o n and l e a r n from your r e s u l t s ? 

A. Yes, s i r . 

Q. I sense some underlying c u r r e n t t h a t Mr. Landreth 

may b e l i e v e t h a t you have somehow s t o l e n h i s idea. Have 
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you t r i e d t o p r o f i t from h i s idea? 

A. No, s i r . 

Q. Have you gone out and l o s t leases or acquired 

leases? 

A. We c e r t a i n l y have acquired leases a f t e r reviewing 

the 3-D seismic data. 

Q. I n Section 33 there i s a w e l l , i s t h e r e not? 

A. I n Section 33 there i s no w e l l . 

Q. No w e l l yet? 

A. Yes, s i r , there's no c u r r e n t p r o d u c t i o n . 

Q. I n the n o r t h h a l f of 4, was th e r e any p o r t i o n of 

the n o r t h h a l f of 4 f o r which a lease had expired a f t e r Mr. 

Landreth i s coming up w i t h t h i s idea where he could acquire 

an a d d i t i o n a l i n t e r e s t ? 

A. Oh, no question, i n the south h a l f of the 

northwest quarter of Section 4? 

Q. The n o r t h h a l f of 4. 

A. That's r i g h t , i n the — 

Q. I n the south h a l f — 

A. — south h a l f of the northwest q u a r t e r t h e r e i s a 

h a l f i n t e r e s t held by F i r s t Roswell Company t h a t a c t u a l l y 

Devon had only earned an i n t e r e s t down t o the base of the 

Morrow formation. So t h a t — the Devonian r i g h t s have been 

open f o r some time. Where I say "open", have been he l d by 

F i r s t Roswell Corporation f o r some time. 
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No one had approached — I say no one had 

approached. We approached F i r s t Roswell Corporation l a s t 

f a l l and acquired a term assignment from them, so... 

Q. I t would appear t o you t h a t Mr. Landreth would 

have had t h a t same opportunity? 

A. Yes, s i r . 

Q. Did you have a Devonian w e l l i n t h i s area t h a t 

was unsuccessful? I t h i n k i t was discussed t h i s morning, 

but I've l o s t t r a c k of where i t i s . 

A. Oh, the w e l l a t Gaucho? 

Q. I t h i n k so, Gaucho Number — 

A. Yes, s i r , the Gaucho U n i t Number 1 w e l l t h a t was 

d r i l l e d i n 1996. Mr. Greenlees discussed t h a t . 

Q. What's happened t o the acreage i n t h a t section? 

Do you know? 

A. We continue t o hold t h a t . 

Q. As you understand i t , Devon i s — bel i e v e s t h i s 

i s a w i l d c a t w e l l , and you're proceeding on 320-acre 

spacing? 

A. Yes, s i r . 

Q. And i n the n o r t h h a l f of Section 4, the p a r t i e s 

t h a t have not y e t agreed are going t o be Mr. Landreth and 

EGL? 

A. Yes, s i r . 

Q. And you've obtained the necessary BLM approvals 
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f o r the r e - e n t r y of the w e l l , f o r the n o r t h - h a l f 

dedication? 

A. Yes, s i r . 

Q. And the EGL A p p l i c a t i o n t h a t makes reference t o 

the North B e l l Lake-Devonian, behind E x h i b i t Tab 26, t h a t 

has been rescinded by the BLM? 

A. Yes, s i r . 

MR. KELLAHIN: I have no f u r t h e r questions? 

EXAMINER BROOKS: Did you have something? 

MR. HALL: Just b r i e f l y . 

RECROSS-EXAMINATION 

BY MR. HALL: 

Q. Mr. Winchester, since, as I understand i t , Devon 

had intended on c r e a t i n g a 320-acre u n i t from the s t a r t — 

Am I wrong about th a t ? 

A. Yes, s i r . 

Q. I'm sor r y — 

A. No, t h a t ' s c o r r e c t , we have been, yes. 

Q. A l l r i g h t . Why was i t necessary f o r Devon t o 

t a l k about a 640-acre working i n t e r e s t u n i t a t a l l ? 

A. Because we had, as I had st a t e d e a r l i e r , made a 

s i g n i f i c a n t investment i n the 3-D seismic, and what t h a t 

t o l d us was t h a t there was more prospective acreage, other 

than i n the n o r t h h a l f of Section 4, so we wanted t o 

increase our i n t e r e s t i n Section 4. 

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



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 

118 

Q. And f o r the i n t e r e s t owners i n the south h a l f of 

Section 4 t o p r o t e c t t h e i r c o r r e l a t i v e r i g h t s i n the event 

Section 4 i s spaced on 320 acres, they w i l l be compelled t o 

d r i l l a new w e l l ; i s t h a t r i g h t ? 

A. Yes, s i r . 

Q. Nothing p r o h i b i t i n g them from doing t h a t ? 

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

Q. Other than, i n my view, the pool r u l e s , but 

t h a t • s another matter. 

What do you understand the cost of d r i l l i n g a 

s t r a i g h t - h o l e n e w - d r i l l Devonian w e l l t o be i n t h i s area? 

A. I would have t o defer t o — I ' d j u s t have t o 

defer t o Mr. Greenlees f o r t h a t . 

Q. A l l r i g h t . Have you heard a f i g u r e of $3.5 

m i l l i o n tossed around before f o r Devonian d r i l l s ? 

A. That sounds l i k e a high number from what I've 

heard. 

MR. HALL: Nothing f u r t h e r , Mr. Examiner. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. Can you t e l l us what the working i n t e r e s t 

ownership i s i n the n o r t h h a l f of Section 4? 

A. Yes, s i r . C u r r e n t l y i t would be Devon Energy 

w i t h 12.5 percent, Southwestern Energy w i t h 12.5 percent, 

EGL Resources w i t h 25 percent, and Mr. Landreth w i t h 50 
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percent. 

Q. And Southwest Energy has j o i n e d w i t h Devon? 

A. Yes, s i r . 

Q. Now, what i s the ownership i n the south h a l f ? 

A. I n the south h a l f i t would be Mr. Landreth w i t h 

75 percent and EGL Resources w i t h 25. 

Q. Landreth 25 percent and EGL 75 percent? 

A. Yes, s i r . 

Q. Vice-versa? 

A. Vice-versa. 

Q. Oh, okay, Landreth 75 percent — 

A. Yes, s i r . 

Q. — EGL 25. 

I s t h i s a l l federal? 

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

Q. The e n t i r e s e c t i o n , federal? 

A. That's c o r r e c t , there are t h r e e leases, yes, s i r . 

Q. Three d i f f e r e n t leases. How are they configured? 

A. You have one lease t h a t covers the northeast 

q u a r t e r and the southwest quarter, and then you have a 

lease t h a t covers the south h a l f of the northwest q u a r t e r 

and a lease t h a t covers the n o r t h h a l f of the northwest 

q u a r t e r . 

Q. I s t h e r e any d i f f e r e n c e i n the net revenue t o the 

working i n t e r e s t s ? 
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A. Yes, s i r , but I ' d have t o j u s t go through and 

look, j u s t because of reserved overrides and — t h a t 

d i f f e r . 

Q. When Mr. H a l l asked you i f t h i s was — the outer 

boundary of t h i s spacing u n i t was one mil e from the outer 

boundary of the pool t h a t ' s been r e f e r r e d t o , have you 

checked the o f f i c i a l p l a t of Section 5 on f i l e w i t h the BLM 

t o be sure t h a t t h a t i s an i r r e g u l a r s e c t i o n and t h a t i t 

a c t u a l l y i s one mile? 

A. I d i d not check on f i l e , but we had a surveyor 

take a look a t t h a t , and t h a t i s c o r r e c t . 

EXAMINER BROOKS: Thank you. I t h i n k t h a t ' s a l l 

my questions. 

Mr. Catanach? 

EXAMINER CATANACH: I have no questions. 

MR. KELLAHIN: May we have a sh o r t break? 

EXAMINER BROOKS: C e r t a i n l y , I t h i n k t h a t would 

be a good idea. 

MR. KELLAHIN: Thank you. 

EXAMINER BROOKS: We'll take f i v e minutes. 

(Thereupon, a recess was taken a t 2:25 p.m.) 

(The f o l l o w i n g proceedings had a t 2:33 p.m.) 

EXAMINER BROOKS: Okay, are we ready t o proceed? 

MR. KELLAHIN: Yes, s i r . 

EXAMINER BROOKS: Back on the record. 
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MR. KELLAHIN: Mr. Brooks, t h a t concludes our 

d i r e c t case. 

EXAMINER BROOKS: Very good. Mr. Hall? 

MR. HALL: I f t h a t ' s the case I need t o 

d i s t r i b u t e e x h i b i t s , i f y o u ' l l give me j u s t a minute? 

EXAMINER BROOKS: I w i l l . 

MR. HALL: At t h i s time, Mr. Examiner, we would 

c a l l Mr. Robert Landreth t o the stand. 

ROBERT E. LANDRETH. 

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

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

DIRECT EXAMINATION 

BY MR. HALL: 

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

A. Bob Landreth. 

Q. Mr. Landreth, where do you l i v e and how are you 

employed? 

A. I l i v e i n Midland, Texas. I've been an 

independent o i l and gas producer f o r approximately 25 

years. 

Q. And your background and experience i s i n what 

area? 

A. Petroleum engineering. I worked f o r Texaco f o r 

e i g h t years before becoming an independent. 

Q. A l l r i g h t . You've never t e s t i f i e d before the 
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D i v i s i o n before, as I understand i t . 

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

Q. I f you would please, give the Hearing Examiner a 

b r i e f overview of your educational background and a l i t t l e 

b i t more about your work experience. 

A. My degree i s i n chemical engineering from 

L a f a y e t t e College i n Pennsylvania. I went t o work f o r 

Texaco r i g h t out of c o l l e g e , working i n f i e l d engineering, 

mechanical design, then moved i n t o the r e s e r v o i r 

engineering department, worked i n t h a t s e c t i o n f o r t h r e e 

years, then i n development d r i l l i n g f o r a year, a t o t a l of 

e i g h t years before I became an independent producer — or 

became an independent. 

Q. And your experience as an independent has been 

p r i m a r i l y i n the Permian Basin; i s t h a t c o r r e c t ? 

A. Almost e x c l u s i v e l y , yes. 

Q. A l l r i g h t . You're f a m i l i a r w i t h the A p p l i c a t i o n 

t h a t ' s been f i l e d i n t h i s case on behalf of EGL Resources, 

Incorporated? 

A. Yes. 

Q. And by the way, are you authorized t o speak on 

behalf of EGL i n t h i s proceeding? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h the lands t h a t we've been 

t a l k i n g about today? 
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A. Yes, s i r . 

MR. HALL: Mr. Examiner, we would o f f e r Mr. 

Landreth as an expert petroleum engineering witness. 

MR. KELLAHIN: No o b j e c t i o n . 

EXAMINER BROOKS: So q u a l i f i e d . 

Q. (By Mr. H a l l ) Mr. Landreth, i f you would, 

please, would you summarize what i t i s EGL and Landreth are 

seeking by the A p p l i c a t i o n i n Case Number 13,049? 

A. We are seeking a po o l i n g of a l l i n t e r e s t s i n a l l 

of Section 4 f o r the r e - e n t r y and deepening of the Rio 

Blanco 4 Fed Com Well Number 1 t o the Devonian fo r m a t i o n a t 

a l e g a l l o c a t i o n i n Section 4, under pool r u l e s f o r the 

B e l l Lake North-Devonian Gas Pool. That's number one. 

Secondly, approval of EGL Resources, I n c . , as 

operator and con s i d e r a t i o n of a r i s k p e nalty against 

n o n p a r t i c i p a n t s i n t h i s operation, should t h e r e be any. 

Q. A l l r i g h t , l e t ' s look b r i e f l y a t your E x h i b i t 

Number 1. Does t h a t i d e n t i f y Section 4, the spacing and 

p r o r a t i o n u n i t f o r t h i s area? 

A. I t i d e n t i f i e s Section 4. The 640-acre s e c t i o n i s 

obviously o u t l i n e d . Also i t shows surrounding lands. 

Q. And l e t ' s t u r n t o E x h i b i t Number 2. 

A. E x h i b i t 2 i s a summary of leasehold ownership, 

which Mr. Winchester has p r e t t y w e l l gone through. I t 

shows ownership by i n d i v i d u a l t r a c t s together w i t h dates of 
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a c q u i s i t i o n of those leasehold i n t e r e s t s by the v a r i o u s 

p a r t i e s . I t shows the l o c a t i o n of the Rio Blanco Fed Com 

Number 1 i n the northwest quarter t h e r e , and then a t the 

bottom shows the ownership summary as would e x i s t under a 

640-acre spacing u n i t versus a 320-acre n o r t h - h a l f spacing 

u n i t . 

Q. A l l r i g h t . And what i s the p r o j e c t e d depth f o r 

your Devonian completion? 

A. Approximately 15,000 f e e t . 

Q. A l l r i g h t . I f you could e x p l a i n b r i e f l y t o the 

Hearing Examiner the chain of t i t l e t o the EGL and Landreth 

i n t e r e s t i n Section 4. 

A. Okay. I acquired my f i r s t i n t e r e s t i n March of 

1994 — I'm s o r r y , February of 1994 — subsequently, i n 

March, 1994, and the most recent was October of 1999. 

EGL Resources acquired i t s h a l f i n t e r e s t i n those 

two 160-acre t r a c t s on March 1st, 2001. 

Q. When d i d Devon acquire i t s i n t e r e s t s ? 

A. I n t h a t 80-acre t r a c t , Devon — I don't know the 

exact dates on some of t h a t , but they acquired, I b e l i e v e , 

h a l f of t h e i r i n t e r e s t , t h e i r c u r r e n t i n t e r e s t , i n t h a t 

t r a c t , probably a couple of years ago. And then the other 

h a l f i n t e r e s t was acquired i n October of 2002. 

Q. The other h a l f i n t e r e s t i s shown under 

Southwestern Energy? 
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A. Well, i t ' s our understanding t h i s i s not of 

record, so we're going w i t h i n f o r m a t i o n s u p p l i e d by the 

companies t o us t h a t those i n t e r e s t s are shared, and so 

we're making t h a t assumption here. 

Q. A l l r i g h t . Now, EGL does have the r i g h t t o 

u t i l i z e the e x i s t i n g wellbore f o r the Rio Blanco — 

A. Yes, s i r . 

Q. — 4 w e l l , does i t not? 

A. Yes. 

Q. And how i s t h a t so? 

A. I — Well, I paid my way on the d r i l l i n g of the 

o r i g i n a l hole t h e r e , okay? Or I paid a t l e a s t a p o r t i o n of 

i t . EGL's pr e d e c e s s o r - i n - i n t e r e s t was Hunt O i l Company. 

Hunt O i l Company farmed out t h e i r 25-percent i n t e r e s t f o r 

the d r i l l i n g of t h a t w e l l , and so e f f e c t i v e l y — and then 

t h a t w e l l d i d pay out — and so e f f e c t i v e l y they p a i d f o r 

t h e i r p o r t i o n of costs out of production. 

And so we are both — each of us would be a co-

tenant i n t h a t wellbore. 

Q. A l l r i g h t . 

A. And i n a d d i t i o n t o t h a t , t h i s w e l l d i d have an 

ope r a t i n g agreement which has terminated by i t s own terms, 

by la c k of production f o r a two-year p e r i o d . And the com 

agreement would have also expired by i t s own terms. 

Q. And t h a t production was from the Morrow; i s t h a t 
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c o r r e c t ? 

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

Q. Let's look a t E x h i b i t 3. Does t h a t show the 

pr o d u c t i o n h i s t o r y f o r Morrow production from the Rio 

Blanco w e l l ? 

A. Yes. 

Q. And e x p l a i n t h a t . What's the date of l a s t 

p r o d u c t i o n shown on there? 

A. Well, the l a s t date shown on t h i s curve i s r i g h t 

close t o the end of the year 2000, there's a modest amount 

of p r o d u c t i o n t h e r e , as you can see, f o r a few months, 

which — I'm not sure what t h a t ' s a t t r i b u t a b l e t o . The 

down time t h a t you see i s where the workover was done on 

t h i s w e l l t o recomplete t o the Atoka, which I j o i n e d i n 

t h a t e f f o r t . I t was unsuccessful, and then the w e l l never 

r e a l l y produced a f t e r t h a t time. 

Q. I t apparently shows production a f t e r t h a t 

workover p o i n t . Why i s that? 

A. I r e a l l y don't know. I don't know t h a t i t ' s a 

b i g d e a l , I t h i n k i t was probably j u s t i n a d v e r t e n t on 

Devon's p a r t t o r e p o r t a l i t t l e b i t of pro d u c t i o n . I mean, 

t h a t ' s about 30 MCF a day, and I t h i n k they caught the 

e r r o r and then r e a l i z e d t h a t i t , you know, was being 

r e p o r t e d i n e r r o r . 

Q. So i t was an a d m i n i s t r a t i v e e r r o r then? 
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A. Well, I don't know, but I'm assuming. 

Q. Apparently. But i n f a c t , t here was no p r o d u c t i o n 

a f t e r t h a t — 

A. Correct. 

Q. — workover? 

What percentage of the acreage i n the 640-acre 

working i n t e r e s t u n i t i s v o l u n t a r i l y committed t o the r e ­

e n t r y p r o j e c t ? 

A. 87.5 percent. 

Q. Let's i d e n t i f y those owners and t h e i r ownership 

percentages. Do you want t o r e f e r back t o — 

A. Okay, w e l l , the committed — 

Q. — E x h i b i t 2 on th a t ? 

A. — the committed owners are myself, 62.5 percent, 

and EGL w i t h 25 percent. 

Q. Okay. Now, I ' d l i k e f o r you t o o u t l i n e f o r the 

Hearing Examiner the e f f o r t s t h a t you and EGL undertook t o 

t r y t o secure v o l u n t a r y p a r t i c i p a t i o n of both Devon and 

Southwestern i n the p r o j e c t . 

A. Okay. Well, t h i s was a long process, as Mr. 

Winchester has pointed out. We have a chronology t h a t — 

as E x h i b i t 4, t h a t would probably best e x p l a i n t h i s . He's 

been through a good p o r t i o n of t h i s . 

Q. I'm s o r r y , t h a t ' s E x h i b i t 4? 

A. E x h i b i t 4, r i g h t . 
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Q. Okay, l e t ' s go through E x h i b i t 4. 

A. Okay. I t s t a r t s out w i t h the chronology of the 

d r i l l i n g , how various — you know, how my i n t e r e s t was. 

Talks about the operating agreement. 

Q. And you're l o o k i n g i n 1998? 

A. Yes, the operating agreement between the p a r t i e s 

a t t h a t time, dated September, 1998. 

Talks about the Morrow formation and the f a c t 

t h a t i t ceased t o produce, the attempted workover i n the 

Atoka and, l i k e we've already s t a t e d , the lack of 

pr o d u c t i o n since r e a l l y J u l y of 2000. 

Q. A l l r i g h t . Now i n March of 2001, what happened 

there? 

A. I n March of 2001 was when EGL acquired i t s 

i n t e r e s t i n the leasehold and a p o r t i o n of the leasehold i n 

t h i s s e c t i o n . 

Q. A l l r i g h t . Now I want you t o look a t the e n t r y 

f o r May, 2001, and I want you t o r e f l e c t back on some of 

the testimony you heard from the Devon land witness about 

who f i r s t proposed t h i s p r o j e c t . T e l l us about t h a t . What 

happened i n May, 2001? 

A. Okay. At t h a t time we sent a complete package of 

i n f o r m a t i o n , a l l of our geologic work, d e t a i l e d geologic 

work, maps, land ownership, i n an e f f o r t t o t r y t o get 

Devon i n t e r e s t e d i n perhaps a c q u i r i n g a p a r t of t h i s 
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prospect and d r i l l i n g i t . And we had some proposed terms 

of t r a d e i n t h a t brochure. 

As we noted i n the chronology here, Devon advised 

us f a i r l y e a r l y on t h a t they were going t o w a i t u n t i l t h i s 

3-D seismic shoot t h a t they were t h i n k i n g about 

p a r t i c i p a t i n g i n would be f i n i s h e d . And then they d i d 

u l t i m a t e l y send us a l e t t e r saying — probably a month — 

probably i n June, I bel i e v e we have t h a t l e t t e r — i n June 

of 2001 sent us a l e t t e r saying t h a t they were not 

i n t e r e s t e d i n pursuing the prospect. 

Q. Now, a t t h i s p o i n t l e t ' s look a t E x h i b i t 5. I ' d 

l i k e f o r you t o i d e n t i f y t h a t a t t h i s p o i n t f o r the Hearing 

Examiner. I s E x h i b i t 5 a compilation of the correspondence 

exchanged between Devon and Landreth and EGL throughout the 

course of events here? 

A. I t i s not a complete summary, but i t i s some of 

the more s a l i e n t l e t t e r s . But yes, i t represents the tra d e 

n e g o t i a t i o n s t h a t have taken place, going back — s t a r t i n g 

i n May of 2001, w i t h our m a i l i n g of t h a t brochure. 

Q. A l l r i g h t . And i f the Hearing Examiner requests 

i t , would you be w i l l i n g t o make a v a i l a b l e t o him copies of 

the e n t i r e set of correspondence back and f o r t h ? 

A. C e r t a i n l y . 

Q. But t h i s condensed v e r s i o n , i t t e l l s the s t o r y , 

as f a r as you're concerned? 
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A. Yes. 

Q. A l l r i g h t . I'm s o r r y , l e t ' s go back t o the 

d i s c u s s i o n about the sequence of events i n May, 2001. 

A. Okay. 

Q. And i f you'd l i k e t o r e f e r t o the correspondence 

i n E x h i b i t 5, please do so. 

A. Okay. I don't know i f we noted, Mr. Winchester 

i n h i s summary f a i l e d t o acknowledge t h i s i n f o r m a t i o n t h a t 

we had sent t o Devon i n May of 2001. 

Q. Was i t Mr. Winchester's testimony t h a t you d i d n ' t 

b r i n g anything t o Devon u n t i l 2002; i s t h a t c o r r e c t ? 

A. I b e l i e v e t h a t ' s c o r r e c t . 

Q. A l l r i g h t , I'm sorry. Go ahead. 

A. So are we going t o p i c k up, then, w i t h the March 

15th, 2002 — 

Q. Yes, s i r , l e t ' s go t o t h a t . 

A. On t h a t date was when EGL sent a l e t t e r proposal 

and an AFE f o r — proposing the r e - e n t r y o p e r a t i o n on the 

Rio Blanco 4 Fed Com Number 1 t o everybody, a l l the working 

i n t e r e s t owners, proposing a working i n t e r e s t u n i t 

comprising the e n t i r e s e c t i o n . And you see the ownership 

as i t e x i s t e d a t t h a t time. 

Q. And t h a t March 15th l e t t e r , March 15, 2 002, i s 

contained i n E x h i b i t 5? 

A. I b e l i e v e so. Yes. Yes, I know i t i s . 
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Q. Go ahead. 

A. There was a b s o l u t e l y no response from e i t h e r 

Devon or Southwestern Energy t o t h i s proposal, and so 

se v e r a l months went by. 

I had been, you know, working, t r y i n g t o get 

something done on t h i s s e c t i o n f o r a Devonian t e s t f o r a 

good long time, and so I sent Devon a l e t t e r i n September 

of 2002 i n which we pointed out, you know, our e f f o r t s t o 

t r y t o get something done i n here over a p e r i o d of a long 

time, and n o t i n g t h a t Devon had never responded t o any of 

these proposals. 

Q. Did you receive a response t o t h a t l e t t e r ? 

A. The f i r s t response we had t o t h a t l e t t e r was i n 

— was t h i s l e t t e r of Devon's of November 4 t h . And i n the 

meantime, we learned t h a t Devon had acquired the i n t e r e s t 

of F i r s t Roswell Corporation i n the south h a l f , northwest 

q u a r t e r . And I would l i k e t o address t h a t p o i n t i f I may. 

Both EGL and myself made w r i t t e n a c q u i s i t i o n 

proposals t o F i r s t Roswell Corporation t o acquire t h a t 

i n t e r e s t . The gentleman who owned i t , I guess t o say i t 

p o l i t e l y , was d i f f i c u l t t o p i n down. And we had several 

proposals back and f o r t h . I t was obvious t h a t he was 

p l a y i n g us against everybody else i n t h e r e , and so we j u s t 

f i n a l l y dropped i t . 

I r e f e r r e d t o t h a t t r a c t i n the packet t h a t I 
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sent Devon i n May of 2001, I s p e c i f i c a l l y made reference t o 

t h a t i n t e r e s t and sa i d , you know, i f we, Landreth — i f I , 

Landreth, came up w i t h a farmout on t h a t i n t e r e s t , t h a t i t 

would be included i n our proposal t o Devon on terms t o be 

neg o t i a t e d a t t h a t time. 

Q. Let's get back t o the November 4t h , 2 002, 

response from Devon. 

A. Okay. Yeah, t h i s was the f i r s t l e t t e r from 

Devon. And as I've noted here, I t h i n k , having had no 

i n t e r e s t from Devon a t a l l p r e v i o u s l y , a l l of a sudden 

Devon i s very i n t e r e s t e d i n t r y i n g t o make some k i n d of a 

deal w i t h both EGL and myself, and so they made t h e i r f i r s t 

proposal. 

And then over the next several months we had a 

l o t of n e g o t i a t i o n s back and f o r t h . Mr. Winchester has 

d e t a i l e d a l o t of t h a t . And as I also note, you know, 

Devon continued t o acquire i n t e r e s t s i n nearby lands which, 

you know, we f e l t — Well, you know, i f we were going t o 

pay a p o r t i o n of d r i l l i n g t h i s w e l l , a s u b s t a n t i a l p o r t i o n 

of d r i l l i n g the w e l l , a r e - e n t r y i n Section 4, then 

c e r t a i n l y we ought t o be e n t i t l e d t o an e q u i v a l e n t i n t e r e s t 

i n an a d j o i n i n g lands t h a t would be proved up by our 

investment i n t h a t w e l l , and t h a t was a major stumbling 

block t h a t we were never able t o work out w i t h Devon. 

And i n f a c t , I would go on t o say, I mean, as 
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soon as Devon got t h e i r trade made i n Section 33, that's 

when we got a l e t t e r saying, hey, we're going t o f i n a l l y 

address your point, we are not going t o share anything i n 

Section 33. 

Q. So l e t me make sure we have the sequence. I n 

November and December, 2002, into January, 2003, there were 

a s i g n i f i c a n t amount of communications back and f o r t h 

between the parties? 

A. Yes. 

Q. And when you get i n t o the time frame of February, 

i n Exhibit 5 i t appears that the l e t t e r s are out of 

sequence. There's a l e t t e r , February 28th, 2003. Under 

th a t there's a l e t t e r from EGL to Mr. Winchester dated 

February 27th, 2003. What i s that? 

A. That was the l e t t e r that, you know, EGL f i n a l l y 

decided, you know, i t doesn't look l i k e we're going t o 

reach a voluntary agreement, so they sent a formal proposal 

by c e r t i f i e d mail to a l l the working i n t e r e s t owners with 

an AFE and a JOA, also o f f e r i n g farmout terms i n the event 

Devon did not wish to j o i n i n EGL's proposal. 

Q. A l l r i g h t . Now, p r i o r i n time t o t h a t , during 

the course of these conversations, you received a l e t t e r 

from Devon dated on i t s face December 17th, 2002, and i t 

looks l i k e i t ' s been corrected to show January 17th, 2003. 

Do you see that there? 
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A. Yes. 

Q. I f you look at that l e t t e r , under numbered 

paragraph 1, does i t appear to you that at th a t time Devon 

was s t i l l t a l k i n g about a 640-acre unit? 

A. I n the l e t t e r with the corrected dated of January 

17? 

Q. Well, l e t me ask you your understanding at the 

time — your discussions with Devon. Were they t a l k i n g by 

t h i s time about a 320-acre u n i t or a 640-acre unit? 

A. There was never any discussion with Devon about 

anything other than a 640-acre, at least, working i n t e r e s t 

u n i t . There was never any mention of a proposal th a t there 

would be anything other than a 640-acre spacing u n i t . We 

assumed a l l along that's what we were t a l k i n g about, so 

there was never a mention that Devon's in t e n t was, w e l l , 

yeah, i t ' s a 640-acre working i n t e r e s t u n i t , but what we 

r e a l l y have i n mind i s a 320 spacing u n i t . 

Q. A l l r i g h t . At any point i n time, i n your 

communications to Devon, did you mention a 320-acre spacing 

u n i t , inadvertently or otherwise? 

A. I'm going to have to be honest here, and you may 

have noticed me fumbling over there when Richard came 

across the February 14th l e t t e r . I have to say th a t I 

don't know what happened there. I can only say i t was a 

mistake. 
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There were, I t h i n k , p r o v i s i o n s i n t h e r e , and I'm 

not t r y i n g t o make excuses. But as I looked through t h e r e , 

I mean, we copied verbatim p o r t i o n s of Devon's l e t t e r , you 

know, and I probably t o l d my secretary, Just copy a l l t h i s , 

o r, you know, o u t l i n e d i t , Copy a l l t h i s , put t h i s i n 

t h e r e , make t h i s change, make t h a t change. And a l l I can 

say i s , I screwed up i n t h a t one instance. 

I t h i n k i t ' s c l e a r from every other piece of 

correspondence before and a f t e r t h a t time t h a t our i n t e n t 

a l l along was a 640-acre working i n t e r e s t u n i t and a 640-

acre spacing u n i t . 

Q. Now, your discussions also included AMI areas 

ou t s i d e of Section 4; i s t h a t correct? 

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

Q. I n c l u d i n g Section 33? 

A. Right. 

Q. What came of tha t ? 

A. Well, the key s e c t i o n , of course, was Section 33, 

because I t h i n k we a l l foresaw the p o s s i b i l i t y . A f t e r a l l , 

t h e r e - e n t r y i s only 3700 f e e t o f f of t h a t lease l i n e . And 

so i f the s t r u c t u r e extended up i n t o t h e r e and we were 

going t o be proving i t up, proving up a l o c a t i o n t h e r e w i t h 

our r e - e n t r y , i t was only reasonable t h a t t h a t should be 

included i n an AMI. 

And Devon p r e t t y much ducked t h a t issue f o r a 

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



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 

136 

good w h i l e , and then f i n a l l y s a i d t h a t they were not 

agreeable t o sharing anything i n t h a t s e c t i o n . 

We d i d — They were w i l l i n g t o share anything 

t h a t was acquired i n Section 5, which of course t h e i r 

c u r r e n t i n t e r p r e t a t i o n shows t h i s on the down side of a 

f a u l t , and i n Section 4 t o the south t h e r e . 

Q. A l l r i g h t . 

A. I'm s o r r y , Section 9 t o the south. 

Q. I want you t o look again a t your January 17th — 

the January 17th l e t t e r from Devon. 

A. Okay. 

Q. The one w i t h the corrected date on t h e r e . I n 

t h a t l e t t e r — I s t h a t the l e t t e r where Devon advised you 

t h a t i t would not allow you t o p a r t i c i p a t e i n the i n t e r e s t 

i n Section 33? 

A. Yes. 

Q. There's a handwritten n o t a t i o n a t the bottom of 

t h a t l e t t e r . I s t h a t your handwriting? 

A. Yes. 

Q. And what's t h a t a l l about, what were you saying 

there? I t ' s hard t o read. 

A. Do you want t o get i n t o t h a t ? 

Q. Well — 

A. I mean, i t j u s t b a s i c a l l y says — 

Q. — convey t o me what you were t r y i n g t o express. 
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A. Okay. 

Q. Were you disappointed? 

A. What we found — I mean, a f t e r we got t h i s l e t t e r 

we thought, Well, hmm. So I have — you know, I have a 

term assignment from OXY i n the southeast q u a r t e r of 

Section 4, okay, t h a t doesn't have too much longer t o run 

on i t . 

And somewhere i n here, not very long a f t e r t h i s , 

I c a l l e d OXY's landman and s a i d , Hey, I may want t o t a l k t o 

you about extending t h a t term assignment. 

And he s a i d , You know, i n t e r e s t i n g , we j u s t made 

a deal w i t h Devon l a s t week on our i n t e r e s t up i n Section 

33. 

I s a i d , Really, what d i d you do? 

He s a i d , Well, we gave them a term assignment, we 

reserved a small o v e r r i d e . 

So t h a t would have been i n — sometime i n January 

t h a t t h a t t r a n s a c t i o n apparently took place. 

Q. A l l r i g h t . And as we go back t o E x h i b i t 4, your 

chronology, the e n t r i e s i n February 27th and February 28th, 

by t h a t time both the p a r t i e s are f i l i n g t h e i r own f i n a l 

w e l l proposals. Does i t appear t o you t h a t the p a r t i e s are 

going through the motions a t t h a t p o int? Have n e g o t i a t i o n s 

ended a t t h a t point? 

A. Yes. 
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Q. And then the Devon compulsory p o o l i n g A p p l i c a t i o n 

was f i l e d on March 7th, 2003; i s t h a t r i g h t ? 

A. I be l i e v e t h a t ' s the c o r r e c t date. 

Q. Okay. What I ' d l i k e t o do now, Mr. Landreth, 

based on your experience i n the area, i s have you discuss 

your understanding of the geology of the Devonian i n t h i s 

area. Could you do t h a t , please? 

MR. KELLAHIN: I'm going t o o b j e c t , Mr. Examiner. 

Mr. Landreth has not been q u a l i f i e d as a g e o l o g i s t . I t ' s 

beyond h i s e x p e r t i s e . 

MR. HALL: I'm o f f e r i n g him as being q u a l i f i e d t o 

opine based on h i s background and experience, extensive 

experience i n the Permian Basin. I t h i n k he can do t h a t . 

EXAMINER BROOKS: Okay, I ' l l o v e r r u l e the 

o b j e c t i o n . You may continue. 

Q. (By Mr. H a l l ) Why don't you give us a b r i e f 

overview of the Devonian i n t h i s area? And i f you'd l i k e 

t o r e f e r t o your e x h i b i t s , please do so. 

A. Okay. I would s t a r t w i t h E x h i b i t 6, which i s a 

s t r u c t u r e map on a Morrow i n t e r v a l which i s e a s i l y seen on 

seismic data i n t h i s area. And what t h i s shows — And of 

course you also have a l o t of c o n t r o l here on the Morrow, 

very l i t t l e c o n t r o l on the Devonian obviously. 

The Morrow i s a very good i n d i c a t o r of deeper 

s t r u c t u r e , Devonian s t r u c t u r e . And so what t h i s simply 
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shows i s , we show the Rio Blanco w e l l . You can see t h a t on 

the top of the Morrow i n t h a t w e l l i t was s l i g h t l y h i g h , 

30, 40 f e e t high t o the Conoco B e l l Lake 6 w e l l over i n 

Section 6, two sections t o the west, the key w e l l t h a t 

we're a l l r e f e r r i n g t o here i n a l l these proceedings. 

And i n a d d i t i o n t o t h a t i t also shows t h a t — you 

know, i f you look a t t h i s area, you know, you can t r y t o 

make the geology r e a l l y complex, but i t r e a l l y i s n ' t a l l 

t h a t complicated. And the Morrow c l e a r l y shows t h a t . 

Q. So i s the Morrow somewhat r e f l e c t i v e of what 

you'd expect t o see i n the Devonian? 

A. Very close. 

Q. A l l r i g h t . 

A. Let's see, we put i n a type l o g as E x h i b i t 6a, 

j u s t t o show the Examiner what horizon we were mapping on, 

t h a t i s , the middle Morrow C zone. That's a depth of what, 

12,800 — I'm s o r r y , t h a t ' s 13,000 f e e t , which i s only 1500 

f e e t above where we expect t o encounter the Devonian. 

Q. And t h a t w e l l l o g i s from the Conoco w e l l i n 

Section 6? 

A. Correct. And we used t h i s l o g because, of 

course, i t went on down t o the Devonian, so you can see the 

r e l a t i o n s h i p between the markers t h e r e . 

Q. A l l r i g h t , l e t ' s look a t E x h i b i t 7, the s t r u c t u r e 

map. Discuss t h a t f o r us. 
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A. E x h i b i t 7 i s a s t r u c t u r e map on the Devonian 

i t s e l f , subsea, showing of course the r e - e n t r y l o c a t i o n and 

how i t should come i n s t r u c t u r a l l y t o the c o n t r o l w e l l s 

back t o the west. Again, i t ' s based on the Morrow top , and 

t h e r e shouldn't be much change going from the Morrow t o the 

Devonian. I don't t h i n k anybody would argue w i t h t h a t . 

You can see t h a t we're p r o j e c t i n g t h a t w e l l t o 

come i n about 40 f e e t high t o the Co n t i n e n t a l w e l l t h a t 

made the 31 BCF of gas. 

I t also shows the o r i g i n a l gas-water contact f o r 

t h i s e n t i r e complex, which i s based on the same l i n e of 

reasoning t h a t Devon t e s t i f i e d t o . The d r i l l stem t e s t s 

t h a t took place — and we've got t h i s i n a l a t e r e x h i b i t 

where we have the Conoco log showing a l l the d r i l l stem 

t e s t s , c l e a r l y showing t h a t there was, you know, gas and no 

water recovered down t o a subsea depth of — i n ours we say 

minus 11,340. I t h i n k Devon said minus 11,360. 

But what t h a t shows i s t h a t you had a — 

o r i g i n a l l y you had a gas-water contact here t h a t 

encompassed t h i s e n t i r e area and i n e f f e c t made t h i s a l l 

one p o o l , one r e s e r v o i r . 

Q. Now, t h i s i s a water d r i v e pool i n t h i s area; i s 

t h a t c o r r e c t ? 

A. This i s a very a c t i v e water d r i v e r e s e r v o i r , yes. 

Q. Are you saying t h a t t h i s same water d r i v e 
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u n d e r l i e s a l l of these sections, 18, 7, 6, 5 and 4, from 

what we see here? 

A. Yes, as shown by the contour. 

Q. A l l r i g h t . Now, you've located a f a u l t i n 

Section 5, somewhat t o the east where the Devon witnesses, 

Mr. Hager, have located t h a t . Do you want t o discuss t h a t ? 

A. Okay, t h a t i s a f a u l t t h a t we saw on our seismic 

data, and here we only have 2-D data, but you can see we 

had a l i n e t h a t ran northeast-southwest, very close 

p r o x i m i t y t o the c r i t i c a l c o n t r o l w e l l s . And t h a t f a u l t — 

I mean, I'm s o r r y , t h a t l i n e c l e a r l y showed us a f a u l t . 

And f r a n k l y we give i t a l i t t l e more throw than 

Devon does. You can see on the west side of t h a t f a u l t 

we've got a minus 11,131, on the other side a minus 11,271. 

So we're g i v i n g t h a t 140 f e e t of throw. 

Q. And what d i d the Devon witness a s c r i b e t o t h a t 

displacement? 

A. F i f t y t o 100 f e e t . 

Q. A l l r i g h t . 

A. Even w i t h 140 f e e t of throw, you can see i n the 

way you have t o contour t h i s , I mean, there's no way t h a t 

f a u l t can seal only — I t can seal a p o r t i o n of the 

Devonian, but i t obviously cannot cut o f f , i t cannot form 

two d i s t i n c t r e s e r v o i r s when you have a gas column of 265 

f e e t , which i s very close t o what Devon t e s t i f i e d t o . 
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A 140-foot f a u l t w i l l not cause i s o l a t i o n of a 

265-foot gas column. And so consequently a t one time you 

had gas u n d e r l y i n g t h i s e n t i r e area, down t o the o r i g i n a l 

gas-water contact. 

Q. I s t h a t also demonstrated by the r e l a t i v e 

p o s i t i o n s of the w e l l s i n Sections 6 and 18? 

A. The common gas-water contact? 

Q. Yes, s i r . 

A. I t h i n k — yeah, what you f i n d t h e r e i s , Devon — 

the Conoco w e l l , you know, had a 30 — Well, the Conoco 

w e l l was completed i n 1960. BTA d r i l l e d a w e l l i n Section 

18 i n 1979, completed I believe i n 1980, so 2 0 years l a t e r . 

The BTA w e l l produced — You can see i t was only 

what, 60 f e e t s t r u c t u r a l l y low t o the Conoco w e l l , and y e t 

i t made a very small amount of gas and a huge amount of 

water, i n d i c a t i n g t o us t h a t the Conoco w e l l — which by 

t h a t time I can't t e l l you e x a c t l y how many BCF i t had 

produced, obviously a bunch — had already p u l l e d t he gas-

water contact — i n t h i s a c t i v e water d r i v e r e s e r v o i r , i t 

had already p u l l e d the gas — the water l e v e l , t h a t i s , 

w e l l up i n t o the s t r u c t u r e here. 

Q. Based on your contours as you've drawn them here, 

how b i g a gas column was there i n the Con t i n e n t a l w e l l i n 

Section 6 from your subsea? 

A. Well, i f you go from the 11,075 down t o the 
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11,340, I hope t h a t ' s 265 f e e t . I t h i n k t h a t ' s what I — 

Q. Give or take? 

A. Yeah, i t should be p r e t t y close. 

Q. A l l r i g h t . 

A. I t h i n k t h a t ' s — 

Q. Would you have had a s i m i l a r - s i z e column f o r 

the — gas column f o r the w e l l down i n Section 18? 

A. We would c e r t a i n l y expect t h a t . 

Q. And so what's — Your cum production on the w e l l 

i n Section 18 i s what? 

A. Less than a BCF. 

Q. And t o what do you a t t r i b u t e t h a t d i f f e r e n c e 

between the two wells? 

A. Most of t h e i r gas column they'd already l o s t t o 

the C o n t i n e n t a l w e l l . 

Q. A l l r i g h t , so the Continental w e l l i n Section 6 

was d r a i n i n g Section 18? 

A. Yes. 

Q. You don't see any low i n Section 7 or any other 

d i s c o n t i n u i t y between the w e l l i n Section 6 or Section 18, 

do you? 

A. The one seismic l i n e t h a t we have c e r t a i n l y d i d 

not i n d i c a t e the presence of any f a u l t . I t h i n k Devon has 

t e s t i f i e d t h a t they see no evidence of a f a u l t . I t looks 

t o us l i k e i t ' s j u s t a very f l a t , broad s t r u c t u r e t h e r e , 
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which again explains why the Conoco w e l l was able t o 

produce so much gas. 

Q. Yeah. Now, i n view of what you've s a i d about the 

small displacement f a u l t i n Section 5, would you expect 

t h a t the r e s e r v o i r i n Section 6 i s continuous a l l the way 

over i n t o Sections 5 and 4, i n f a c t ? 

A. Yes, and we have f u r t h e r e x h i b i t s t h a t we can get 

i n t o i n a minute on t h a t . But c e r t a i n l y the evidence t o us 

i s c l e a r t h a t t h i s had t o be a l l one r e s e r v o i r — 

Q. Okay. 

A. — and s t i l l i s , by v i r t u e of the common gas or 

the common water l e g t h a t w i l l f o r e v e r surround t h i s t h i n g 

and feed the energy t o maintain the r e s e r v o i r pressure. 

Q. Okay. Let's t u r n t o E x h i b i t 8. 

A. Okay. 

Q. Would you i d e n t i f y t h a t and e x p l a i n t h a t t o us? 

A. Okay, I guess you could c a l l t h i s a means of 

t r y i n g t o make a simple diagram out of , you know, what 

looks l i k e a f a i r l y complicated s t r u c t u r e map w i t h v a r ious 

contacts on i t . Hopefully t h i s might s i m p l i f y i t . 

We show the o r i g i n a l gas-water contact, and then 

we show by v i r t u e of the production from the Conoco w e l l 

what would have happened here, and I t h i n k you can e a s i l y 

v i s u a l i z e t h a t t h a t water contact i s going t o move up i n 

t h i s f i e l d as you withdraw gas from the Conoco w e l l . And 
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i t ' s going t o continue t o move up across the e n t i r e f i e l d 

u n t i l i t h i t s the bottom of t h a t f a u l t t h a t separates, 

p a r t i a l l y , one area from the other. Okay? 

And then a t t h a t p o i n t the water — because of 

the continued withdrawals from the Continental w e l l , i t ' s 

going t o continue t o march up t h a t gas column i n t h a t p a r t 

of the s t r u c t u r e , whereas over here i t ' s going t o be 

l i m i t e d i n how f a r up i t can come, because of the throw on 

t h a t f a u l t . 

Q. And the f a u l t you're i d e n t i f y i n g i n the center of 

t h a t e x h i b i t w i t h the 140-foot throw, t h a t ' s approximately 

the same l o c a t i o n as the f a u l t i d e n t i f i e d by the Devon 

g e o p h y s i c i s t ; i s t h a t correct? 

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

Q. The one he ascribed a 50- t o 100-foot 

displacement on? 

A. Correct. 

Q. Mr. Landreth, i n your opinion i s the l o c a t i o n of 

the proposed completion of the Rio Blanco Fed 4 Number 1 

w e l l , w e l l s i t u a t e d t o recover a l l of the reserves being 

t a r g e t e d by both EGL and Devon i n t h i s case? 

A. Absolutely. 

Q. Now, should the D i v i s i o n grant Devon's proposals 

t o e s t a b l i s h n o r t h - h a l f u n i t s i n t h i s area, w i l l i t become 

necessary f o r the i n t e r e s t owners i n the south h a l f of 
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Section 4 t o d r i l l an a d d i t i o n a l w e l l t o the Devonian t o 

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

A. That would c e r t a i n l y be an outcome, yes. I n t h a t 

case, obviously, I am being disadvantaged. I only have a 

50-percent i n t e r e s t i n the n o r t h h a l f , I have a 75-percent 

i n t e r e s t i n the south h a l f , so c e r t a i n l y i t wouldn't be 

very long before I would be moving t o d r i l l a w e l l i n t h a t 

south h a l f , and probably as close as I could get t o the 

f i r s t w e l l because the s t r u c t u r e — I want t o maximize the 

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

So as a p r a c t i c a l matter what happens i s , you're 

going t o have two w e l l s a quarter of a m i l e apart d r a i n i n g 

the same reserves. The w e l l t h a t ' s d r i l l e d i n the south 

h a l f i s n ' t going t o recover one a d d i t i o n a l cubic f o o t t h a t 

t h a t w e l l i n the n o r t h h a l f wouldn't otherwise recover. 

Q. What's your opinion? I s t h i s area best developed 

on 640s or 320s? 

A. 640s. 

Q. I n terms of a d d i t i o n a l w e l l s i n the area, you're 

als o l o o k i n g a t a w e l l we know Devon i s planning i n Section 

33 t o the n o r t h , correct? 

A. Yes. 

Q. And there's two p o t e n t i a l laydown u n i t s i n 

Section 5, c o r r e c t ? 

A. That's possib l e , also i n Section 9. 
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Q. Do you know what the c u r r e n t going r a t e would be 

t o d r i l l a Devonian w e l l i n t h i s area, new d r i l l ? 

A. Our estimate i s $3.5 m i l l i o n . I know Devon's 

engineer, B i l l , t e s t i f i e d t o something considerably lower 

than t h a t . I have p a r t i c i p a t e d w i t h Devon i n Morrow w e l l s 

i n t h i s very immediate area, d r i l l e d t o depths of 13,500 

f e e t , where we're spending $2.1 t o $2.8 m i l l i o n t o complete 

those a t t h a t depth. And t h a t goes back a couple years 

ago, so I cannot imagine t h a t we're t a l k i n g about a w e l l 

less than $3 m i l l i o n t o go t o 15,000 f e e t and set the e x t r a 

casing, e t cetera, t o accomplish t h a t . 

Q. Okay. Let's look a t E x h i b i t 9. 

A. Okay. 

Q. This i s your cross-section here. What does t h a t 

show? 

A. This i s a cross-section t h a t shows the t h r e e 

w e l l s t h a t were d r i l l e d over i n the west side of the 

s t r u c t u r e , the Continental w e l l and two very — much more 

recent Amerada Hess w e l l s . I t shows the r e s u l t s of t e s t s 

taken on those w e l l s . Again, B i l l Greenlees referenced, I 

b e l i e v e , some of t h i s t e s t data. 

And the o b j e c t i v e here was t w o f o l d : f i r s t of a l l 

t o e s t a b l i s h the o r i g i n a l gas-water contact i n the Conoco 

w e l l , and secondly t o show t h a t water has obviously moved 

w e l l up i n t o the s t r u c t u r e a t distances t h r e e - q u a r t e r s of a 
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m i l e away from the Conoco w e l l , again i n d i c a t i n g t h a t f o r 

a l l i n t e n t s and purposes the B e l l Lake Pool i s w e l l over 

i n t o Section 5, j u s t by v i r t u e of the produ c t i o n h i s t o r y of 

these w e l l s . 

Q. A l l r i g h t . Let's look a t E x h i b i t 10. 

A. Okay. 

Q. What does t h i s show t o the Hearing Examiner? 

A. This i s simply a h i s t o r y curve of the B e l l Lake 

U n i t 6. I guess what we r e a l l y wanted t o show here was the 

in c r e a s i n g water production w i t h time. You can see t h i s 

w e l l i s e s s e n t i a l l y abandoned now. I t was producing — 

when i t was s t i l l making a reasonable amount of gas and 

water, i t was making about 800 MCF a day and 700 b a r r e l s of 

water a day, having made no water o r i g i n a l l y . 

Q. A l l r i g h t . Now, l e t ' s t u r n t o E x h i b i t 11. I ' d 

l i k e you t o discuss t h a t , please, s i r . 

A. Okay, t h i s was an e f f o r t on my p a r t t o t r y t o 

q u a n t i f y v o l u m e t r i c a l l y the reserves from the Conoco w e l l , 

the Conoco B e l l Lake 6 w e l l . I t h i n k we've already 

t e s t i f i e d — you know, i t ' s obvious t h i s w e l l has drained a 

very l a r g e area. But even on a conservative basis, l o o k i n g 

a t , you know, open hole logs — and t h a t ' s b a s i c a l l y what I 

d i d here, we j u s t looked a t the logs, counted up f e e t of 

pay above a 3-percent p o r o s i t y c u t o f f . 

You can see the average p o r o s i t y from the sonic 
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l o g and a dolomite, water s a t u r a t i o n , o r i g i n a l r e s e r v o i r 

pressure from the d r i l l stem t e s t , and so on. You take a l l 

t h a t data and put i t i n t o m a t e r i a l balance formula, and 

t h i s i s what you generate i n the way of recoveries per acre 

— w e l l , per acre-foot f i r s t . And then i f you have 74 f e e t 

of pay you can see the recovery per acre. 

You assume, I t h i n k — I don't t h i n k anybody 

would argue t h a t i n a r e s e r v o i r l i k e t h i s you'd recover 90 

percent of the gas i n place. So i f you take the cumulative 

p r o d u c t i o n and d i v i d e i t by t h a t r e c o v e r y - e f f i c i e n c y 

f i g u r e , you might say, i t works out t o 824 acres drained. 

Q. So there's a drainage area of 824 acres by t h a t 

w e l l ? 

A. Conservatively. 

Q. And i t ' s — I assume everybody's hope, 

exp e c t a t i o n , t h a t new Devonian completions i n t h i s area 

would have s i m i l a r producing and drainage c h a r a c t e r i s t i c s ? 

A. That would c e r t a i n l y be nice. 

Q. These r a t h e r large drainage areas t h a t you 

conclude e x i s t i n the Devonian i n t h i s area, i s t h a t also 

what the D i v i s i o n p r e v i o u s l y concluded i n Case Number 6962? 

A. 6962. 

Q. I f you'd look a t E x h i b i t 12. 

A. Okay. 

Q. What i s th a t ? 
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A. Okay, Case — I'm so r r y , I was t h i n k i n g of the 

order number, which was what was i n my memory. Yeah, t h i s 

was — When BTA d r i l l e d i t s w e l l , i t s pool extension down 

t h e r e i n Section 18, they came t o the D i v i s i o n and asked 

t h a t the pool r u l e s be extended down i n t o Section 18. 

The D i v i s i o n looked a t a l l the evidence and 

concluded — I can see on page 2 i n items 5 and 6, they 

f i r s t concluded t h a t , The evidence p r e s e n t l y a v a i l a b l e 

i n d i c a t e s t h a t the B e l l Lake 6 and BTA's w e l l are indeed 

producing from a s i n g l e common source of supply i n the 

Devonian and t h a t the North B e l l Lake-Devonian Gas Pool 

should be extended t o t h a t w e l l . 

Secondly, That the evidence f u r t h e r i n d i c a t e s 

t h a t one w e l l i s capable of — i n t h i s p o o l , i s capable of 

d r a i n i n g 640 acres and t h a t t h a t should be the standard f o r 

the f u t u r e w i t h 1650-foot distances o f f of lease l i n e s . 

Q. Now, w i t h respect t o the subject lands here, 

Section 4, were these lands p r e v i o u s l y pooled by the 

Di v i s i o n ? 

A. Yes, they were. 

Q. When? 

A. I be l i e v e 1991. 

Q. And what pool r u l e s d i d the D i v i s i o n apply i n 

t h a t case? 

A. B e l l Lake North-Devonian Gas Pool. 
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MR. HALL: Mr. Examiner, we ask t h a t you take 

a d m i n i s t r a t i v e n o t i c e of Order Number R-6493 i n Case Number 

10,267. 

EXAMINER BROOKS: Okay, we w i l l take 

a d m i n i s t r a t i v e n o t i c e , as requested. 

Q. (By Mr. H a l l ) Mr. Landreth, i s EGL and y o u r s e l f 

seeking a 200-percent r i s k penalty i n t h i s case? 

A. Yes. 

Q. And upon what do you base t h a t 200-percent 

recommendation? 

A. The combination of geologic and mechanical r i s k 

i n v o l v e d i n doing a r e - e n t r y of t h i s nature. 

Q. What's the geologic r i s k ? 

A. I t ' s p r e t t y much the same t h i n g t h a t Devon 

t e s t i f i e d t o . You could have a lack of p o r o s i t y , you could 

have f r a c t u r e s extending i n t o the water column, I suppose, 

you could have any number of th i n g s t h a t might cause the 

w e l l not t o produce as expected. 

And i n a d d i t i o n t o t h a t you would have, you know, 

j u s t the mechanical r i s k when you're d r i l l i n g w i t h small 

d r i l l pipe and so on, of j u s t g e t t i n g the hole down. 

Q. A l l r i g h t . Let's look a t your w e l l costs i n 

E x h i b i t 13. Would you go over those f o r the Examiner, 

please? 

A. Yes. 

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



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 

152 

Q. What's the t o t a l f o r a completed w e l l ? 

A. $1,015,905. 

Q. And dryhole? 

A. $825,000. 

Q. And are those costs i n l i n e w i t h what's being-

charged by other operators i n the area? 

A. Yes. You know, we don't have a major q u i b b l e 

w i t h Devon's AFE. I t h i n k they have a l i t t l e more d e t a i l e d 

procedure, a l i t t l e more c a r e f u l procedure as f a r as doing 

the s i d e t r a c k operation. 

Q. Well costs of both p a r t i e s are reasonable, then; 

i s t h a t what you're saying? 

A. I wouldn't argue w i t h Devon's costs. 

Q. Okay. And what overhead r a t e s f o r d r i l l i n g and 

producing are you asking f o r i n t h i s case? 

A. $500 per month producing w e l l r a t e and $5000 per 

month d r i l l i n g w e l l r a t e . 

Q. And l i k e w i s e , are these r a t e s commensurate w i t h 

what's being charged i n the area? 

A. Yes. 

Q. You're recommending t h a t these r a t e s be 

inc o r p o r a t e d i n t o the p o o l i n g order t h a t r e s u l t s from t h i s 

hearing? 

A. Yes. 

Q. Are you also requesting the order provide f o r an 
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adjustment to the d r i l l i n g and producing overhead rates i n 

accordance with the current COPAS bu l l e t i n ? 

A. Yes, although EGL was w i l l i n g t o l i m i t those to a 

maximum of $700 per month and $7000 per month respectively. 

Q. A l l r i g h t . Get back to the spacing issue again. 

What i s the prevailing development pattern f o r the Devonian 

formation — 

A. I should say that that was put i n t o the operating 

agreement that was circulated also, t h a t those rates would 

be l i m i t e d to those figures. I'm sorry. 

Q. A l l r i g h t . Again, I want to t a l k some more about 

the spacing issue. What i s the p r e v a i l i n g development 

pattern i n t h i s area for Devonian formation wells? 

A. For Devonian? 

Q. Yes, s i r . 

A. 640 acres, without exception. 

Q. And Antelope Ridge-Devonian Gas Pool to the 

south, i s that on 640s as well? 

A. Yes, i t i s . 

Q. I f we go to 320s i n t h i s area, i s there a 

substantial l i k e l i h o o d that the d r i l l i n g of unnecessary 

wells w i l l result? 

A. Certainly, and a considerable number. 

Q. And i s there an adverse — an additi o n a l adverse 

consequence stemming from that? S i g n i f i c a n t number of 
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w e l l s d r i l l e d on 320s, a l l p u l l i n g from the same r e s e r v o i r , 

what's the down side t o t h a t ? 

A. Well, of course f i r s t of a l l i t ' s a t e r r i b l e 

economic waste. I've already referenced the f a c t t h a t I 

would be forced t o p r o t e c t my i n t e r e s t i n the south h a l f , 

so I've got t o spend my share of $3 m i l l i o n t o d r i l l a w e l l 

t o recover the same reserves t h a t can be recovered by a 

w e l l t h a t only costs a m i l l i o n d o l l a r s . 

The other b i g t h i n g i n here, which I t h i n k i s 

j u s t huge, i s , t h i s i s a water d r i v e r e s e r v o i r . So i f you 

open up the door and you l e t everybody d r i l l on 320-acre 

spacing, then i t ' s going t o be a d o g f i g h t f o r those 

reserves. And t h i s i s not l i k e your Morrow or some other 

r e s e r v o i r , you know, where you could probably get away 

w i t h o u t too much l e f t behind. This i s a w a t e r - d r i v e 

r e s e r v o i r , and i f everybody's competing f o r those reserves, 

there's a very good chance t h a t you're going t o cone water 

prematurely i n t h i s f i e l d . 

Q. And w i l l t h a t lead t o the premature 

abandonment — 

A. Yes. 

Q. — of reserves? 

S p e c i f i c a l l y w i t h respect t o the economics of 

developing Section 4, what's the d i f f e r e n c e i n w e l l costs 

you're l o o k i n g a t t o capture the reserves u n d e r l y i n g t h a t 
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s e c t i o n from the r e - e n t r y proposal, as opposed t o two w e l l s 

developed on 320s? What's the cost of th a t ? 

A. We're loo k i n g a t the d i f f e r e n c e on our AFE of one 

m i l l i o n d o l l a r s versus $4.5 m i l l i o n . 

Q. By developing Section 4 from a s i n g l e w e l l b o r e , 

would you be able t o avoid any a d d i t i o n a l waste t o the 

surface resources of Section 4? 

A. You'd avoid d r i l l i n g one l o c a t i o n and the surface 

disturbance associated w i t h t h a t . 

Q. You're supporting EGL's request t h a t EGL be 

designated operator of the well? 

A. Yes. 

Q. Why i s t h a t ? 

A. Because I bel i e v e they're capable of doing the 

j o b , and a t t h i s p o i n t the two of us together have 87.5 

percent of a 640-acre spacing u n i t , and I t h i n k t h a t only 

makes sense. 

Q. A l l r i g h t . I s n ' t i t accurate t o say t h a t EGL was 

the f i r s t t o develop t h i s prospect? 

A. I would say, you know — I mean, we've already 

p o i n t e d t o the f a c t t h a t , you know, I sent a packet on t h i s 

two years ago t o Devon and then EGL had t h e i r own. I mean, 

we both had the concept of pursuing t h i s w e l l f o r t he 

Devonian. Did I answer your question? 

Q. Yes. 
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A. Okay. 

Q. I n your view, d i d you and EGL make a good f a i t h 

e f f o r t t o o b t a i n the v o l u n t a r y p a r t i c i p a t i o n of both Devon 

and southwest i n t h i s r e - e n t r y well? 

A. Yes. 

Q. And i n your view would g r a n t i n g EGL's A p p l i c a t i o n 

be i n the best i n t e r e s t s of conservation, the pre v e n t i o n of 

waste, p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A. Yes. 

Q. Did you p a r t i c i p a t e i n the c r e a t i o n of E x h i b i t s 1 

through 11 and 13? 

A. Yes, each and every one, w i t h — you know, w i t h 

some exception t o E x h i b i t 13, the AFE which was prepared by 

the d r i l l i n g engineer who consults f o r EGL. He and I 

t a l k e d about t h a t . I mean, we t a l k e d about i t and the 

procedure t o be used, but t o be candid the a c t u a l f i g u r e s 

shown t h e r e are h i s . 

MR. HALL: A l l r i g h t . At t h i s p o i n t , Mr. 

Examiner, t h a t concludes our d i r e c t of t h i s witness. We 

would tender i n t o evidence E x h i b i t 1 through 13. We would 

also provide you w i t h E x h i b i t 14, which i s the n o t i c e 

a f f i d a v i t f o r t h i s case. 

Pass the witness. 

MR. KELLAHIN: No o b j e c t i o n . 

EXAMINER BROOKS: Okay, E x h i b i t s 1 through 14 are 
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admitted. 

Mr. Kellahin? 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Landreth, as p a r t of your study and 

pr e p a r a t i o n i n t h i s area d i d you do any mapping or 

engineering c a l c u l a t i o n s on the Antelope Ridge-Devonian t o 

the south? 

A. No. 

Q. I t ' s spaced on 640-acre spacing, i s i t not? 

A. I be l i e v e t h a t ' s c o r r e c t . 

Q. Let me use E x h i b i t B-1 as an i l l u s t r a t i o n , b r i n g 

i t over a l i t t l e c l o s e r . 

Outlined i n red i s the boundary of t h a t 640 pool , 

i s i t not? Do you know otherwise? 

A. I do not know e x a c t l y , but I would say the 

boundary i s very close. 

Q. Have you made any e f f o r t t o estimate the a c t u a l 

a f f e c t e d acreage w i t h i n t h a t pool by those f o u r wells? 

A. I t ' s been a good w h i l e . We d i d do some study of 

t h a t f i e l d . I t has s i m i l a r — I n some ways i t has some 

s i m i l a r c h a r a c t e r i s t i c s t o the pool, the B e l l Lake-Devonian 

North, i n t h a t w e l l s d r i l l e d much l a t e r — you know, the 

hig h e s t w e l l s on t h a t s t r u c t u r e were d r i l l e d l a t e r i n the 

l i f e of i t , as I r e c a l l . Water was s t i l l a problem, as I 
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r e c a l l . 

Q. With 640-acre spacing, t h e r e ended up t o be f o u r 

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

A. I t appears t h a t way. 

Q. Would you disagree w i t h me t h a t t h e r e are about 

800 acres w i t h i n the area contained above the water 

contact? 

A. I would not disagree w i t h you. 

Q. I n a c t u a l i t y , despite the spacing s i z e , i t would 

appear t h a t f o u r w e l l s are sharing about 800 p r o d u c t i v e 

acres? 

A. That i s t r u e , and obviously — you can look a t 

t h a t and see t h a t there were d e f i n i t e l y l e a s e - l i n e 

c o n s i d e r a t i o n s t h e r e . People were crowding lease l i n e s t o 

get the top of the s t r u c t u r e , which r e s u l t e d i n a w e l l 

being d r i l l e d t h a t shouldn't have been d r i l l e d . But they 

had a c o r r e l a t i v e - r i g h t s issue, c l e a r l y , t h e r e . 

Q. As p a r t of your work as an independent landman, 

Mr. Landreth, are you f a m i l i a r w i t h j o i n t o p e r a t i n g 

agreements? 

A. P r e t t y much. 

Q. Do you have someone review those agreements f o r 

you, or do you do t h a t y o u r s e l f ? 

A. I p r e t t y much do i t myself. 

Q. Are you f a m i l i a r w i t h the standard forms 
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g e n e r a l l y c i r c u l a t e d among i n t e r e s t owners f o r j o i n t 

o p e r a t i n g agreement forms? 

A. P r e t t y much, yes. 

Q. Are you aware t h a t a l l those forms i n use have a 

p r o v i s i o n i n them t h a t whatever w e l l i s d r i l l e d pursuant t o 

the j o i n t o perating agreement w i l l be spaced i n accordance 

w i t h D i v i s i o n Rules? 

A. I know there's a p r o v i s i o n t h a t says t h a t w i t h o u t 

the consent of a l l p a r t i e s no w e l l can be d r i l l e d t h a t 

doesn't conform t o t h e n - e x i s t i n g spacing p a t t e r n s . I'm not 

sure about... 

Q. Let me go about t h i s another way. I f your 

n e g o t i a t i o n s w i t h Devon are discussions about a working 

i n t e r e s t owner u n i t c o n s i s t i n g a l l of Section 4, i s t h a t 

d i f f e r e n t from or the same as 320-acre spacing u n i t s ? 

A. I t depends on what's being proposed. 

Q. I f I propose t o you t h a t you j o i n w i t h me i n a 

working i n t e r e s t owner u n i t — 

A. Uh-huh. 

Q. — t h a t i s l a r g e r than the spacing u n i t s approved 

by t h e D i v i s i o n f o r t h a t s e c t i o n , I can s t i l l do t h a t w i t h 

you as an agreement among working i n t e r e s t owners? 

A. Yes. 

Q. And pursuant t o those working i n t e r e s t owner 

forms, the j o i n t o perating agreement, then there's an 
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arrangement by which the p a r t i e s w i t h i n the s e c t i o n can 

make decisions about w e l l s d r i l l e d i n conformance w i t h the 

spacing d i c t a t e d by the Division? 

A. I t h i n k t h a t ' s t r u e . 

Q. Do you have a l e t t e r from Devon t h a t you can show 

me i n which they make s p e c i f i c reference t o using 640-acre 

spacing u n i t s ? 

A. A c t u a l l y , I don't t h i n k we do have such. 

Q. The correspondence i s reference — 

A. 640-acre — 

Q. — working i n t e r e s t — 

A. — working i n t e r e s t u n i t s . 

Q. Okay. Let me ask you about your i n t e r e s t i n 

Section 4. Did I remember c o r r e c t l y t h a t you acquired your 

f i r s t i n t e r e s t i n Section 4 i n about 1996? 

A. 1994, I be l i e v e . 

Q. 1994. 

A. Yes, s i r . 

Q. And where was t h a t i n t e r e s t i n Section 4? 

A. I be l i e v e t h a t one was i n the n o r t h h a l f , 

northwest qua r t e r . 

Q. When was the Rio Blanco Number 4 d r i l l e d , Mr. 

Landreth? 

A. 1998. 

Q. And so a t the time t h a t w e l l was d r i l l e d , you 
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were a working i n t e r e s t owner i n the spacing u n i t i n the 

n o r t h h a l f of 4? 

A. Correct. 

Q. Who was the operator a t t h a t time f o r t h a t w e l l ? 

A. Santa Fe Energy. 

Q. So Santa Fe Energy was the operator under t h a t 

o p e r a t i n g agreement? 

A. Yes. 

Q. And they would have made a proposal t o you as a 

working i n t e r e s t owner f o r s i g n i n g o f f on an AFE and 

p a r t i c i p a t i n g i n the w e l l we're t a l k i n g about now? 

A. Okay, w e l l , they made a proposal t o d r i l l a w e l l . 

There was no operating agreement a t t h a t p o i n t i n time. 

Then the op e r a t i n g agreement was obviously a p a r t of t h a t . 

Q. I stand corrected. So a t the time they were 

p u t t i n g together a deal f o r t h a t w e l l , you were included 

among the working i n t e r e s t owners t o p a r t i c i p a t e i n t h a t 

w e l l down t o the Morrow? 

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

Q. Did you advise Santa Fe t h a t you had any 

exp e c t a t i o n t h a t t h a t w e l l should be deepened t o the 

Devonian? 

A. Not a t the p o i n t i n time when i t was d r i l l e d , 

when i t was spudded. 

Q. Right. A f t e r the w e l l was d r i l l e d , d i d you have 
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an expe c t a t i o n t h a t you should have continued t o d r i l l t h a t 

w e l l t o the Devonian? 

A. I d i d express when we got down and got the w e l l 

logged and i t looked l i k e i t was obviously high on the 

Morrow, I c a l l e d Santa Fe t o say, I wonder i f we shouldn't 

look a t the p o s s i b i l i t y of t a k i n g t h i s w e l l on down t o the 

Devonian. 

Q. When was t h a t done, approximately? 

A. Well, I can t e l l you t h a t i t was r i g h t around 

Christmastime, because — 

Q. I'm j u s t l o o king f o r a year. 

A. Yeah, I guess December of 1998. 

Q. Okay. And f o r whatever reason, the w e l l d i d n ' t 

get below the Devonian? 

A. Correct. 

Q. I'm so r r y , between the Morrow, t o the Devonian. 

So we have from 1998 u n t i l September 20th of l a s t 

year, t h a t you had made a proposal t o Devon about deepening 

t h i s w e l l t o the Devonian? 

A. My f i r s t proposal was i n May of 2001, and 

a c t u a l l y I had sent a l e t t e r out even p r i o r t o t h a t , t o the 

p a r t i e s — the owners — I can go back and get i t , probably 

1999. We d i d n ' t make an issue of i t , but asking the 

p a r t i e s t o consider d r i l l i n g a w e l l t o the Devonian w i t h 

the o p t i o n t o go t o the Ellenburger. 
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Q. And t h a t s t i l l has not happened? 

A. Correct. 

Q. What i s the e x p i r a t i o n date of your i n t e r e s t i n 

the n o r t h h a l f t h a t has t o be s a t i s f i e d by f u r t h e r 

p r o d u c t i o n out of t h i s well? 

A. I n the n o r t h h a l f ? 

Q. Yes, s i r . 

A. March of 1994 — I'm so r r y , March of '04. 

Q. So you have t i l l March of '04 t o get pr o d u c t i o n 

i n the n o r t h h a l f ? 

A. Well, I t h i n k i f we were d r i l l i n g i t we would 

s a t i s f y the requirement. 

Q. You could d r i l l over the end of the term? 

A. Yes. 

Q. I n Section 4, i n the south h a l f , t h a t i s an 

arrangement — a term assignment from OXY, i f I'm co r r e c t ? 

A. Correct. 

Q. When does t h a t term assignment expire? 

A. October of t h i s year. 

Q. Can you extend under the terms of t h a t term 

assignment your i n t e r e s t i n the south h a l f i f a 640-acre 

spacing u n i t i s dedicated t o the Rio Blanco 4? 

A. Can I extend i t ? 

Q. Yeah. 

A. Well, i f the w e l l i s spudded t i m e l y on a 64 0 
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spacing u n i t , i t ' s a u t o m a t i c a l l y extended. 

Q. That would perpetuate your i n t e r e s t ? 

A. Yes, s i r . 

Q. I n the south h a l f of 4 the r e i s an o l d w e l l i n — 

I can't see t h a t f a r , but I t h i n k i t ' s i n the southwest 

q u a r t e r of 4. Do you see that? 

A. Yes, s i r . 

Q. I don't know the w e l l name, but the r e i s a 

wellb o r e i n the south h a l f of 4. As p a r t of your 

a c q u i s i t i o n of the term assignment from OXY, do you c o n t r o l 

t h a t wellbore? Do you have access t o t h a t wellbore? 

A. Not by v i r t u e of the term assignment from OXY, 

no. 

Q. Right. When d i d you get your term assignment 

from OXY? Approximately when? 

A. Sometime i n 1999, I b e l i e v e . October of 1999. I 

be l i e v e t h a t date i s on E x h i b i t 2. 

Q. So by October of 1999, a f t e r the p o i n t i n time 

where you be l i e v e t h a t the Devonian i s a p o t e n t i a l prospect 

i n Section 4, you acquire an i n t e r e s t from OXY by term 

assignment? 

A. Correct. 

Q. Did you examine the p o s s i b i l i t y of t a k i n g t h a t 

w e l l i n the southwest quarter of 4 and u t i l i z i n g i t as a 

r e - e n t r y i n the same fashion we're proposing t o re - e n t e r 
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the Rio Blanco 4? 

A. No. 

Q. And what, i f anything, i s wrong w i t h t h a t 

w e l l b o r e t h a t prevents you from doing t h a t ? 

A. I t doesn't have nearly the advantageous 

s t r u c t u r a l p o s i t i o n t h a t the Rio Blanco 4 Fed Com Number 1 

does. 

Q. Okay. Would i t s t i l l — Have you examined the 

cost components of t h a t t o see i f i t ' s reasonable 

economically t o enter t h a t wellbore and simply 

d i r e c t i o n a l l y d r i l l i t t o a more favorable bottomhole 

l o c a t i o n i n the south h a l f ? 

A. We d i d look a t the economics of d i r e c t i o n a l l y 

d r i l l i n g the Rio Blanco Number 1, and concluded t h a t i t was 

q u i t e expensive and q u i t e r i s k y and k i n d of backed away 

from i t . 

Q. Do you have an AFE prepared f o r i l l u s t r a t i o n t o 

show us what you estimate a new d r i l l t o be i n the n o r t h 

h a l f of 4 t o access the Devonian? 

A. I do not have an AFE w i t h me, no. 

Q. Mr. Greenlees, I t h i n k , was t a l k i n g i n terms of 

maybe $1.7 m i l l i o n . Do you d i s - — 

A. I don't remember i f t h a t was a completed w e l l or 

j u s t the dryhole cost. 

Q. Well, l e t me ask you, r a t h e r than you ask him. 
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What i n your o p i n i o n i s a completed w e l l cost f o r a new 

d r i l l ? 

A. I would say e a s i l y $3 m i l l i o n . 

Q. And what would be the dryhole cost? 

A. 2.5 t o 2.6. 

Q. Let me ask you about some of the t e c h n i c a l s t u f f . 

I f y o u ' l l p u l l out your E x h i b i t 7 — 

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

Q. — you mentioned t h a t t h i s map had been prepared 

by u t i l i z a t i o n of a s i n g l e 2-D seismic l i n e ? 

A. There were a c t u a l l y two 2-D seismic l i n e s , and 

you can see t h o s e — the one t h a t I r e f e r r e d t o , n o r t h e a s t -

southwest, and then there's another l i n e t h a t runs n o r t h -

south, plus of course a l l of the w e l l c o n t r o l . 

Q. Yeah. Well, l e t ' s look a t the 2-D f i r s t . I see 

the p o i n t , and I want t o make sure t h a t I can f i n d them on 

t h i s d i s p l a y . I f I s t a r t from n o r t h t o south and i f I go 

up on the s e c t i o n l i n e between Section 29 and 28, there's a 

shot p o i n t , 11,453, on my map. 

A. Yeah, t h a t ' s a c t u a l l y a subsea depth. 

Q. I f I f o l l o w t h a t l i n e , though, and connect a l l 

those p o i n t s r i g h t down the d i v i d i n g l i n e running n o r t h and 

south between those sections, am I f i n d i n g one of those 2-D 

seismic l i n e s ? 

A. I'm not sure I understood t h a t , Tom. The seismic 
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l i n e t r a v e r s e s the west s e c t i o n l i n e of 28, 33, 4, 9 — 

Q. Let's do i t the short way. 

A. Okay. 

Q. Would you take my red pen and mark on i t and show 

me the two l i n e s so I can f i n d i t ? 

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

Q. I f y o u ' l l take my copy of t h a t e x h i b i t . 

Thank you. 

Mr. Examiner, may I show you what Mr. Landreth — 

EXAMINER BROOKS: You may. 

Okay, so our record w i l l be complete, can we get 

Mr. Landreth t o make a s i m i l a r marking on a t l e a s t one 

other copy of the e x h i b i t so we can make i t p a r t of the 

record? 

MR. KELLAHIN: May we do on your copy? 

EXAMINER BROOKS: You may do so. 

Okay, a t the conclusion of the hearing I w i l l 

g i v e t h i s copy of E x h i b i t 7 t o the honorable r e p o r t e r . 

You may continue. 

MR. KELLAHIN: Thank you. 

Q. (By Mr. K e l l a h i n ) Mr. Landreth, what 

ge o p h y s i c i s t d i d you use t o a s s i s t you i n analyzing the 2-D 

seismic data? 

A. His name i s Chuck Holmstrom, i n Midland. 

Q. I s he associated w i t h a geophysical f i r m , or i s 

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



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 

168 

he — 

A. He's an independent, he does i t as a consultant. 

Q. Did he t e l l you where t o put that l i n e on t h i s 

map? 

A. Did he t e l l us where to put t h i s l i n e on t h i s 

map? 

Q. Well, t r y i t again. I n preparation of t h i s 

e x h i b i t , did you show him t h i s contour map and ask him to 

impose the 2-D lines? 

A. I f I understand your question, no. He picked the 

data. The geologist who works with me — 

Q. I s whom? 

A. Scott Tanberg. 

Q. Did Mr. Tanberg prepare t h i s map? 

A. Yes. 

Q. What data on t h i s map did you put on t h i s map? 

A. Well, I mean, obviously he and I work i n close 

conjunction. He doesn't need my help t o contour — you 

know, t o contour the Devonian. We did have a discussion 

about the gas-water contact, and so I had him put — 

p a r t i c u l a r l y on the revised gas-water contact, a new gas-

water contact as i t appears on the east side of t h i s 

reservoir. 

Q. Did he make a preliminary structure map on top of 

the Devonian that you provided to the geophysicist so he 
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could see i n what ways t o adj u s t the contours? 

A. What he would have done would have been t o do an 

i n t e r v a l map, probably from the Bone Springs t o the base of 

the Woodford, t o give the geophysicist t h a t — and I t h i n k 

t h e i r g e o p h y s i c i s t r e f e r r e d t o t h i s as w e l l . I mean, 

t h a t ' s the obvious i n t e r v a l t o use as an i n t e r v a l . And 

t h a t i s what you use t o — as your — how can I say i t ? — 

standard — I'm not a geophysicist here, but you take t h a t 

and add t o i t , I guess, your time — You're going t o get me 

l o s t here. 

I'm not a geophysicist, but t o answer your — I'm 

going t o answer your — Okay, the g e o l o g i s t who works w i t h 

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

geo p h y s i c i s t i n the way, you know, of p o i n t s from w e l l 

c o n t r o l so t h a t he can say, Okay, w e l l so on t h i s w e l l 

r i g h t here I know t h a t the i n t e r v a l from the Bone Springs 

t o the base of the Woodford i s 8000 f e e t . And so he can 

use t h a t as h i s reference p o i n t t o a d j u s t data i f he needs 

t o , okay? Or t o t i e i t t o t h a t w e l l . 

Q. So the methodology i s t h a t when I look a t t h i s 

map, i t ' s devoid of any 3-D seismic i n t e r p r e t a t i o n s ? 

A. That i s t r u e . 

Q. And when I look a t the 2-D l i n e s t h a t ' s been 

provided by t h i s independent geophysicist and i t ' s been 

i n t e g r a t e d by your g e o l o g i s t i n t o t h i s s t r u c t u r a l contour 
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map? 

A. Correct. 

Q. When I look a t the f a u l t t h a t runs east-west 

through Sections 33 and 32, I'm loo k i n g f o r any l o g data 

t h a t c o n t r o l s t h a t f a u l t . I see none. Am I reading t h a t 

r i g h t ? 

A. That's e s s e n t i a l l y t r u e . 

Q. And so the only way I know the i n t e r p r e t a t i o n 

warrants t h a t f a u l t i s t o look a t the s i n g l e north-south 

2-D seismic l i n e ? 

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

Q. And from there the g e o l o g i s t has i n f e r r e d a 

nor t h e r n boundary t o the Devonian r e s e r v o i r t h a t we're 

t r y i n g t o c o l l e c t i v e l y access i n Section 4? 

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

Q. The other f a u l t I see on here i s north-south 

through Section 5. Am I c o r r e c t i n assuming t h a t the 

north-south f a u l t l i n e through Section 5 i s placed on t h i s 

map e x c l u s i v e l y based upon the 2-D l i n e t h a t the f a u l t 

crosses through? 

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

Q. Okay. When we look a t the Number 6 w e l l i n 

Section 6, the b i g w e l l t h a t ' s made the 31 BCF of gas — Do 

you see t h a t one? 

A. Yes. 
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Q. Did your g e o l o g i s t or d i d you look a t the l o g of 

t h a t data and look a t where the d r i l l stem t e s t s were taken 

a t the lowest known gas and t h e r e a f t e r the high e s t known 

water o f f the d r i l l stem t e s t s on the l o g f o r t h a t w e l l ? 

A. Yes. 

Q. When we impose the lowest known gas i n the 

wellb o r e of the Number 6 w e l l , can you r e l a t e t h a t t o t h i s 

s t r u c t u r a l contour map and give me a depth? 

A. A depth of what? 

Q. The lowest known gas or the highest known water. 

A. Well, the lowest known gas i s the f i g u r e t h a t we 

have shown on E x h i b i t 9 a t minus 11,340. That's where gas 

was t e s t e d , plus or minus three or fou r f e e t . 

Q. When we compare the gas-water contact t h a t ' s 

shown by your g e o l o g i s t t o the one presented by Devon, 

E x h i b i t B-1, and you look a t the gas-water contact t h a t we 

have i n t e r p r e t e d , 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 than the one 

your g e o l o g i s t has picked, i s i t not? 

A. I don't t h i n k so. 

Q. No, s i r ? 

A. They're showing minus 11,360, we're showing i t 

11,340, so there's a 20-foot d i f f e r e n c e i n a 265-foot gas 

column. 

Q. I f y o u ' l l look i n t o Section 7, and we see the 

l i m i t s of the g a s - o i l contact here — 
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A. Uh-huh. 

Q. — t h a t i s s u b s t a n t i a l l y n o r t h — 

A. Oh, the l i m i t s of i t . 

Q. Yeah, the l i m i t s are s u b s t a n t i a l l y n o r t h as shown 

on your d i s p l a y . 

A. Well, I guess t h a t i s i n t e r p r e t a t i o n . 

Q. Okay. Did you analyze the l o g f o r the w e l l i n 

the southwest quarter of 5 t o see t h a t w i t h i n the Devonian 

i n t e r v a l i t was t e s t e d wet through t h a t e n t i r e i n t e r v a l ? 

A. Yes, s i r . 

Q. And then j u s t west of t h a t w ellbore you're 

pr e s e n t i n g a f a u l t t h a t separates — 

A. East of t h a t wellbore. 

Q. Yeah, east of t h a t w e l l i n a north-south 

d i r e c t i o n , there's the f a u l t t h a t ' s on the 2-D seismic. 

A. There i s a f a u l t . 

Q. Explain t o me why the Devonian r e s e r v o i r t h a t ' s 

being produced out of the great b i g w e l l i n Section 6 i s 

not disconnected from Section 4 because of the wet l o g and 

the f a u l t t h a t appears t o separate the two. 

A. Well, I t h i n k t o analyze t h a t i t would be best t o 

go t o E x h i b i t 8, i f I can f i n d i t , where we show — we show 

the Conoco w e l l , we show the f a u l t , we show the other 

p o r t i o n of the s t r u c t u r e t o the east, and you can see t h a t 

you have a gas-water contact t h a t t o us looks c l e a r l y t o be 
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common to both sides of the reservoir. 

Q. Have you analyzed enough 2-D lin e s t o t e l l you 

across Section 5 and the sections north and south of 5 what 

we can expect to be the terminating points of that f a u l t 

between the two areas? 

A. We only had one seismic l i n e , but I think our 

geologist did a great job without having 3-D. He's got the 

f a u l t i n the exact same place, basically, t h a t Devon has 

i t , w i t h about the same extents going north and south. 

Q. Would you f i n d your e x h i b i t that has the 

volumetric calculation, and give me a second to f i n d mine? 

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

Q. Mr. Landreth, I have your Exhibit 11. I s t h i s 

your calculation and your work product? 

A. Yes, i t i s . 

Q. And t h i s i s the volumetrics f o r the big w e l l , the 

Conoco well i n Section 6? 

A. Yes, s i r . 

Q. And you have calculated 824 approximate acres of 

drainage affected by that well? 

A. That i s one way of determining the drainage 

radius f o r that w e l l . 

Q. Did you attempt to take that drainage area and 

f i t i t w i t h i n a certain contour size and shape that's 

depicted on any exh i b i t prepared by one of your geologists? 
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A. No. 

Q. When we look a t the r e s e r v o i r parameters t h a t 

you've chosen, you've used a 3-percent p o r o s i t y c u t o f f ? 

A. Yes, s i r . 

Q. How d i d you reach the 3 percent? 

A. Goes back — 

Q. We're i n a carbonate r e s e r v o i r and d e a l i n g w i t h 

c e r t a i n kinds of logs, so i t ' s simply o f f the p o r o s i t y side 

of the log? 

A. Yes, j u s t — I guess i t goes c l e a r back t o my 

Texaco days, and t h i s i s an o l d l o g , you know, 1960 

vin t a g e . And 3 percent corrected f o r a dolomite r e s e r v o i r , 

we f e l t anything above — you know, 3 percent and above was 

net pay — 

Q. Okay. 

A. — could produce hydrocarbons. 

Q. So anything less than 3 percent i s not accounted 

f o r i n t h i s c a l c u l a t i o n ? 

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

Q. And what i n your opinion i s the p o t e n t i a l range 

of p o r o s i t y t h a t would be reasonable t o use f o r t h a t well? 

A. Minimum t o maximum? 

Q. Yeah, i f you can. 

A. Three percent up t o — The lo g i t s e l f , I t h i n k 

you have p o r o s i t i e s up t o 8 t o 9 percent, as I r e c a l l . 
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Q. Right. I s the s t r a t e g y f o r you t o take the 

footage t h a t i s above a c e r t a i n p o i n t on the l i n e of 3 

percent and go through and i n d i v i d u a l l y add up and sum 

those footages? 

A. Yes, s i r . 

Q. That's what you d i d . So what d i d you p i c k f o r 

the t op and the bottom on the log t o get you the 74 feet? 

A. The top footage and the bottom footage? 

Q. Yeah. Refer us t o the e x h i b i t number you're 

using, and then give us the footages. 

A. Okay. Obviously we have not marked on t h i s l o g 

what t h a t f i g u r e would be. I d i d t h i s on a separate 

e x h i b i t . My best r e c o l l e c t i o n i s t h a t i t i s 49 — 48 or 49 

microseconds, would be your 3-percent c u t o f f i n the 

Devonian rock — 

Q. Uh-huh. 

A. — and so anything above t h a t was counted as pay. 

Now, are you asking where d i d we f i r s t encounter some of 

t h a t i n t h i s well? 

A. Yeah, the highest one and the lowest number, so I 

can have my g e o l o g i s t or engineer do the same t h i n g t h a t 

you're doing. 

A. Well, i t looks l i k e a t 11 — I'm s o r r y , 14, 6, 5, 

2 — Boy, these t h i n g s are hard t o read. I t ' s going t o be 

very close t o — Well, l e t ' s look a t i t t h i s way. The base 
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of the Woodford i s a cl e a r break th e r e . Ten f e e t below the 

base of the Woodford, I b e l i e v e , i s where we s t a r t e d — 

where I gave the f i r s t l i t t l e b i t of net pay. I t wasn't 

very porous, but i t was above the c u t o f f , I b e l i e v e . 

Q. Okay. And you continue downward t o what depth? 

A. A l l the way t o the gas-water contact. 

Q. Which you have pegged a t — ? 

A. Minus 11,340. 

Q. Show me back on E x h i b i t 11 the basis f o r your 

assumption of the S w value. I t h i n k you've got 20 percent 

f o r s w. 

A. That i s p r e t t y much a guess. You know, 1960-

vin t a g e logs are not the best t o work w i t h . Again i t ' s an 

experience f a c t o r , Tom. You know, you say, Gosh, i n a gas 

— what i s b a s i c a l l y a dry gas r e s e r v o i r , t y p i c a l l y the 

s a t u r a t i o n would be 15 t o 25 percent. 

Q. Down here under the c a l c u l a t i o n you've used a 90-

percent recovery f a c t o r . 

A. Yes, s i r . 

Q. What's your basis f o r using t h a t number? 

A. Experience. 

Q. Anything else? 

A. No, I t h i n k t h a t ' s good enough. 

Q. Well, i s there published l i t e r a t u r e on an 

app r o p r i a t e recovery r a t e t o apply t o a r e s e r v o i r such as 
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t h i s ? 

A. I s there published l i t e r a t u r e ? Probably. But I 

don't t h i n k any petroleum engineer would argue w i t h a 90-

percent recovery, w i t h these k i n d of pressures. 

Q. This i s a carbonate r e s e r v o i r , r i g h t , w i t h a 

water drive? 

A. Correct. 

Q. I s the gas contained i n the m a t r i x of the 

r e s e r v o i r , or i s there a f r a c t u r e system i n the r e s e r v o i r ? 

A. There could be a f r a c t u r e system. The logs, I 

would argue t h a t — or I would observe t h a t the p o r o s i t y 

l o g on t h i s , a sonic l o g , o f t e n attenuates when you see 

f r a c t u r e s , and you r e a l l y don't see the k i n d of i n d i c a t i o n s 

of t h a t on t h i s l o g . So I would say t h i s r e s e r v o i r does 

not appear t o be h i g h l y f r a c t u r e d . I wouldn't question 

t h a t t h e r e might be some f r a c t u r i n g . 

Q. Your end c a l c u l a t i o n i s , you come up w i t h 31 BCF 

of gas, j u s t a l i t t l e over? 

A. Well, of course t h a t ' s what i t a c t u a l l y d i d . 

Q. We don't have t o use P/Z or p r o d u c t i o n d e c l i n e , 

because t h a t ' s the a c t u a l number f o r the well? 

A. Correct, and we could not use P/Z i n t h i s 

e f f i c i e n t of a water d r i v e r e s e r v o i r anyhow. 

Q. P/Z i s not going t o work because of the water 

d r i v e ? 
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A. Correct. 

Q. What do you t h i n k i s the t o t a l volume of gas i n 

the container? I s i t going t o be j u s t 10 percent more i f 

you use the 90-percent recovery? 

A. Yes. 

Q. When you're s e l e c t i n g out of t h i s basis of 

experience, i s i t reasonable t o assume t h a t the number 

could be less than 90 percent? 

A. I s i t reasonable t o assume? 

Q. Yeah. 

A. I guess I would not assume i n t h i s case t h a t i t 

would be l e s s , but I could c e r t a i n l y see where some other 

engineer might say i t ' s 85 percent or 80 percent. I don't 

t h i n k anybody would r e a l i s t i c a l l y argue t h a t i t would be 

less than 80 percent. 

Q. The Z f a c t o r , i s t h a t a s u b j e c t i v e judgment t h a t 

you've chosen as an engineer, or i s t h a t a hard number? 

A. Well, i t ' s a reasonably hard number. You have t o 

know the r e s e r v o i r temperature, which I got from the l o g — 

or from a d r i l l stem t e s t , I guess, I a c t u a l l y got t h a t o f f 

of one of the Amerada d r i l l stem t e s t s — the bottomhole 

temperature and the gas g r a v i t y , which on a dry gas should 

be very close t o 0.6. 

So you go i n t o t a b l e s and you've got super-

c o m p r e s s i b i l i t y — I'm sorr y , you've got pseudo reduced 
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pressure, pseudo reduced temperature and a l l t h a t good 

s t u f f . And you go t o a c h a r t — I'm an old-fashioned guy, 

I don't have a l l t h a t on the computer so I have t o go t o my 

c h a r t . And I say, Okay, I c r o s s - p l o t , and t h e r e i t i s . 

I t ' s a — t h a t equates t o 1.1 

Q. I s t h e r e any o p p o r t u n i t y f o r a reasonable 

d i f f e r e n c e of o p i n i o n on the o r i g i n a l pressure of the 

r e s e r v o i r ? I t h i n k you've got 6400 pounds. 

A. Well, I simply took i t o f f two d i f f e r e n t d r i l l 

stem t e s t s i n t h a t very wellbore t h a t both r e p o r t e d 6400 

pounds. 

Q. So i n your opinion t h a t ' s a p r e t t y good — 

A. I would say so. I t ' s very close t o the .43-

p . s . i . - p e r - f o o t g r a d i e n t t h a t you would expect i n a 

Devonian r e s e r v o i r . I t ' s almost c l a s s i c . 

Q. Have you attempted t o use s i m i l a r assumptions and 

run a c a l c u l a t i o n i n Section 4 t o see what the p o t e n t i a l 

gas i n place i s i n Section 4, i n the Devonian? 

A. No. 

Q. You've not done tha t ? 

A. Too much t o speculate on. I mean, how much net 

pay w i l l we have, what w i l l the p o r o s i t y be? You simply 

assume t h a t you — there's no reason — I mean, every one 

of these w e l l s t h a t ' s been d r i l l e d so f a r has had good, 

very good q u a l i t y p o r o s i t y i n the Devonian. I don't see 
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any reason t o expect t h a t we wouldn't have the same where 

we p l a n t o do the r e - e n t r y . So you j u s t do i t on analogue. 

Q. Okay. The n e g o t i a t i o n process has been long and 

complicated, a t l e a s t f o r me. And e a r l y on you s a i d t h a t 

you have provided — you r e c a l l p r o v i d i n g t h i s proposal t o 

Devon and included some of the geologic i n f o r m a t i o n t o 

support your proposal? 

A. Yes, s i r . 

Q. I n t h a t s u b m i t t a l , d i d you submit t o them 

anything d i f f e r e n t than what we've seen today? 

A. I t ' s p o s s i b l e t h a t the Devonian s t r u c t u r e map 

might be m a r g i n a l l y d i f f e r e n t , but I would say very l i t t l e . 

I would say the Morrow s t r u c t u r e map i s v i r t u a l l y 

i d e n t i c a l . I would say t h a t there i s very l i t t l e i n t h a t 

brochure t h a t i s d i f f e r e n t from — 

Q. Approximately when d i d you submit t h a t t o them? 

A. May of 2001. 

Q. Did you have conversations w i t h Mr. Winchester 

d u r i n g the p e r i o d of time you t a l k e d t o him about 

n e g o t i a t i o n s over t h i s , where Mr. Winchester asked you t o 

gi v e him your Devonian package and i n f o r m a t i o n , your 

science? 

A. No. 

Q. You don't r e c a l l t h a t he'd ever asked you t h a t ? 

A. No. The only t h i n g Richard ever asked me t o 
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f u r n i s h when we made an issue of the F i r s t Roswell 

a c q u i s i t i o n and t h a t we thought we ought t o be e n t i t l e d t o 

a p o r t i o n of t h a t , he sa i d , Well, can you provide me w i t h 

some proof of th a t ? And I chose not t o a t the time. 

Q. When we come back t o E x h i b i t 7, Mr. Landreth, and 

we're l o o k i n g how the g e o l o g i s t contoured the s i z e and the 

shape of the Devonian r e s e r v o i r t h a t ' s included w i t h i n 

Section 4 — I sa i d t h a t wrong — of which Section 4 i s a 

p a r t — 

A. Yes, s i r . 

Q. — and I'm looking t o the south — 

A. Okay. 

Q. — and i n Section 9 I'm lo o k i n g f o r c o n t r o l 

p o i n t s f o r where he's put h i s s t r u c t u r e . 

I n Section 9 I see i n the northwest q u a r t e r 

there's a w e l l symbol, but i t ' s not deep enough t o giv e him 

data, r i g h t ? 

A. But i t i s a Morrow p e n e t r a t i o n . A l l of these 

t h i n g s — V i r t u a l l y every w e l l t h a t says not deep enough i s 

a Morrow p e n e t r a t i o n . And t h e r e f o r e you go back t o the 

f a c t t h a t the Morrow very c l o s e l y m i r r o r s the Devonian, 

which allows you t o do an i n t e r v a l map and take t h i s t o 

depth, t o the Devonian. 

Q. Do you have a copy of your g e o l o g i s t ' s Morrow 

s t r u c t u r e map so t h a t we can compare the Morrow map t o the 
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Devonian map t h a t he's prepared? 

A. Yes. 

Q. I s t h a t one of the e x h i b i t s ? 

A. I t ' s E x h i b i t 6, I t h i n k . 

Q. So i t ' s your testimony, then, t h a t the Morrow 

data can be used t o i n f e r s t r u c t u r a l p o s i t i o n i n the 

Devonian? 

A. Yes. 

Q. And t h a t ' s what's happened here. So when I'm 

l o o k i n g f o r c o n t r o l p o i n t s t o the south and t o the east of 

Section 4, I have t o go back up and look a t the Morrow 

w e l l s t o see i f I agree? 

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

Q. Okay. What was the source of the 2-D seismic 

data? Where d i d t h a t come from? 

A. One l i n e was purchased from Texaco through a 

broker, and the other was purchased from a company c a l l e d 

PGI, I b e l i e v e . 

Q. Do you know i f there's more than these two l i n e s 

i n t h i s area? 

A. I'm t h i n k i n g t h a t PGI might have had l i n e s l i k e 

every s e c t i o n . I'm p r e t t y hazy on t h a t . 

Q. So you only acquired two l i n e s ? 

A. Yes. 

Q. Out of the possible inventory of 2-D seismic 
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l i n e s , why d i d you s e l e c t these two? Or d i d you have a 

choice t o s e l e c t from? 

A. We d i d n ' t have a choice when we considered what 

i t was we were t r y i n g t o evaluate. Those two l i n e s were 

obviously the key l i n e s . 

MR. KELLAHIN: Okay. May I have a second t o 

check w i t h the man t h a t pays me t o do t h i s ? 

EXAMINER BROOKS: Yes, you may. 

THE WITNESS: Could I get a d r i n k a t the 

fountain? 

EXAMINER BROOKS: You may. 

(Off the record) 

MR. KELLAHIN: Thank you, Mr. Landreth. That 

concludes my cross, Mr. Examiner. 

EXAMINER BROOKS: Redirect, Mr. Hall? 

MR. HALL: B r i e f l y , Mr. Examiner. 

REDIRECT EXAMINATION 

BY MR. HALL: 

Q. Mr. Landreth, Mr. K e l l a h i n seemed t o suggest t h a t 

one i n d i c i a of p o t e n t i a l separation i n Section 5 would be 

the f a c t t h a t we're seeing t h a t water column i n the Amerada 

North B e l l Lake Federal Well Number 2 th e r e . Do you r e c a l l 

him asking you about that? 

A. I missed a few words i n what you s a i d . You used 

a — Would you rephrase the question? 
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Q. Mr. K e l l a h i n suggests t h a t one po s s i b l e scenario 

f o r e s t a b l i s h i n g separation i n Section 5 i s the f a c t you're 

l o o k i n g a t a water column i n the Amerada Hess w e l l t h e r e i n 

Section 5. Do you remember him asking you about t h a t ? 

A. Yes. 

Q. On your E x h i b i t 7, of course, your f a u l t l i n e i s 

not drawn i n the same l o c a t i o n as Devon's, i s i t ? I n f a c t , 

Devon's l i n e i s drawn i n clos e r p r o x i m i t y t o t h a t Amerada 

w e l l ; i s n ' t t h a t r i g h t ? 

A. Yes. 

Q. I s t h a t a possible explanation f o r why you might 

see t h a t water column i n t h a t w e l l , since water's coming up 

through the hole? 

A. I guess i t ' s possible. 

MR. HALL: Nothing f u r t h e r , Mr. Examiner. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. Okay. Well, e s s e n t i a l l y t h a t was the same 

question t h a t I was going t o ask, i s , how do you e x p l a i n 

the wet t e s t i n the North B e l l Lake Federal Number 2, when 

i t ' s only s l i g h t l y lower than the Number 1 and the 

Con t i n e n t a l well? 

A. Well, my f e e l i n g i s t h a t i n the Co n t i n e n t a l w e l l , 

by 1995 when those two Amerada w e l l s were d r i l l e d — 

Q. Right. 
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A. — 35 years i n t o the productive l i f e of the 

Conoco w e l l , t h a t Conoco w e l l — I don't — you know, we 

can go back and look. I ' l l bet i t ' s already made 28 of the 

31 BCF t h a t i t ' s u l t i m a t e l y going t o make. I n f a c t , I ' l l 

bet i t ' s made more than t h a t . 

And so my f e e l i n g i s t h a t i t has p u l l e d the water 

l e v e l almost t o the top of the Devonian. That's p r e t t y 

w e l l documented by the curve, the produ c t i o n curve, t h a t 

shows t h a t l a t e i n the l i f e of t h a t w e l l i t was making only 

800 MCF a day and 700 b a r r e l s of water a day. 

So the Conoco w e l l has produced the gas t h a t once 

was under the Amerada Number 2 w e l l . 

Q. And then according t o your i n t e r p r e t a t i o n , when 

you get the f a u l t t h a t — once i t got t o the bottom of the 

o v e r l y i n g s t r a t a , once the water got t o the bottom of the 

o v e r l y i n g s t r a t a and t h a t f a u l t then i t d i d n ' t go up any 

higher on the east side? 

A. On the e a s t e r l y p o r t i o n . 

Q. So t h a t ' s the basis on which you've drawn t h i s 

green l i n e ? 

A. Yes, s i r . 

EXAMINER BROOKS: Okay, I don't t h i n k I have 

anything f u r t h e r . 

Mr. Catanach? 

EXAMINER CATANACH: Just one. 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Landreth, the proposed r e - e n t r y , i s t h e r e a 

chance t h a t t h a t w e l l would d r a i n less than 640 acres? 

A. From our geology and from Devon's geology, I 

would say the r e i s hardly a chance. I would say there's 

every chance t h a t w e l l would d r a i n a l l the gas on t h a t side 

of t h e r e s e r v o i r , j u s t as the Conoco w e l l d i d on the west 

side of the r e s e r v o i r . 

Q. And t h a t ' s j u s t based upon the analogy t o the 

Conoco w e l l t o the west? 

A. And i f you look a t the s t r u c t u r a l p o s i t i o n of the 

r e - e n t r y , of t h a t l o c a t i o n , i t ' s very close t o the c r e s t a l 

p o s i t i o n of the s t r u c t u r e . I mean, i t ought t o be a h i g h l y 

e f f i c i e n t recovery a t t h a t l o c a t i o n . 

EXAMINER CATANACH: Okay, I have nothing f u r t h e r . 

EXAMINER BROOKS: Anything i n follow-up? 

MR. KELLAHIN: No, s i r . 

EXAMINER BROOKS: Very good, the witness may 

stand down. 

MR. HALL: Sha l l we plow ahead? 

EXAMINER BROOKS: Well, how long do you expect 

your next witness t o be? 

MR. HALL: We'll be out of here before 5:00, on 

d i r e c t and cross. 
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EXAMINER BROOKS: Well, i t ' s been a f a i r l y long 

session. Maybe we ought t o take a five-minute recess. 

MR. HALL: Okay. 

(Thereupon, a recess was taken a t 4:11 p.m.) 

(The f o l l o w i n g proceedings had a t 4:16 p.m.) 

EXAMINER BROOKS: Are we ready t o proceed? 

MR. HALL: Yes, s i r . 

EXAMINER BROOKS: You may proceed, Mr. H a l l . 

MR. HALL: At t h i s time, Mr. Examiner, we would 

c a l l James Brezina t o the stand. 

JAMES BREZINA. 

the witness herein, a f t e r having been f i r s t duly sworn upon 

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

DIRECT EXAMINATION 

BY MR. HALL: 

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

A. My name i s James Brezina. 

Q. Mr. Brezina, where do you l i v e and how are you 

employed? 

A. I l i v e i n Midland, Texas, and I'm self-employed. 

Q. Who do you work f o r and i n what capacity? 

A. Well, I work as an independent g e o l o g i s t and a 

c o n s u l t i n g g e o l o g i s t . I'm here i n a s s o c i a t i o n w i t h EGL 

Resources. We're partners , and because I have an i n t e r e s t 

i n t h i s prospect. 
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Q. A l l r i g h t . You're f a m i l i a r w i t h EGL's 

A p p l i c a t i o n i n t h i s case? 

A. Yes, I am. 

Q. And you're f a m i l i a r w i t h the lands t h a t are the 

subject of t h i s A p p lication? 

A. Yes, I am. 

Q. And you're also f a m i l i a r w i t h Devon's A p p l i c a t i o n 

and the w e l l proposals t h a t have gone back and f o r t h — 

A. Yes, I am. 

Q. — i n t h i s prospect? 

You've p r e v i o u s l y t e s t i f i e d before the D i v i s i o n 

and had your c r e d e n t i a l s as a petroleum g e o l o g i s t 

e s t a b l i s h e d and accepted as a matter of record; i s t h a t 

c o r r e c t ? 

A. Yes, I have. 

MR. HALL: Mr. Examiner, are the witness's 

c r e d e n t i a l s acceptable? 

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

MR. HALL: A l l r i g h t . 

EXAMINER BROOKS: I'm so r r y , Mr. Kella h i n ? 

MR. KELLAHIN: No o b j e c t i o n . 

EXAMINER BROOKS: Okay. Yes, he's so q u a l i f i e d . 

Q. (By Mr. H a l l ) A l l r i g h t . Mr. Brezina, i n view 

of the f a c t t h a t you're a g e o l o g i s t we had planned t o have 

you render some r a t h e r comprehensive, I hope, geologic 
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testimony, but i n view of the hour I t h i n k we can shorten 

t h a t q u i t e a b i t . 

You sat through Mr. Landreth*s testimony, and 

you've heard him t e s t i f y about h i s conclusions w i t h respect 

t o the geology out the r e , and you've seen h i s geologic 

e x h i b i t s . Do you agree w i t h Mr. Landreth's conclusions on 

the geology of the Devonian-Morrow formations i n t h i s area? 

A. Yes, I do. 

Q. Let me ask you some questions t h a t w i l l place 

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

What was i t t h a t f i r s t t r i g g e r e d EGL's i n t e r e s t i n t h i s 

area? 

A. I t was — I presented t h i s prospect out here 

because I was — the reason I went t o EGL was, I needed an 

operator t o move forward on t h i s . And so I presented EGL 

w i t h t h i s geologic idea soon a f t e r the Rio Blanco w e l l was 

d r i l l e d where we had a known g e o l o g i c a l p o i n t . 

But r e a l l y my data w i t h t h i s prospect was back i n 

1991. At the time I was a c o n s u l t i n g g e o l o g i s t on a 

r e t a i n e r f o r P a c i f i c Enterprises, and a t t h a t time I 

developed t h i s prospect out here. And i n f a c t we came t o 

the Commission i n the spr i n g of 1991 and submitted 

g e o l o g i c a l engineering e x h i b i t s on a f o r c e p o o l i n g hearing 

w i t h the i n t e n t i o n of d r i l l i n g a Devonian t e s t back i n 

1991. 
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So my work i n t h i s area goes back t o 1991, 

although of record you can look, I have an o v e r r i d e 

assignment back t o t h a t date, as of record too. 

Q. A l l r i g h t . , So you've been l o o k i n g a t the geology 

i n t h i s area, i n c l u d i n g Section 5, as f a r back as the e a r l y 

1990s; i s t h a t accurate? 

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

Q. And when i n your a s s o c i a t i o n w i t h EGL d i d you 

f i r s t make EGL aware of the p o s s i b i l i t i e s out here? 

A. Like I sa i d , s h o r t l y a f t e r t h a t Rio Blanco w e l l 

was d r i l l e d , when the w e l l l o g was released. I t had a — 

What i t d i d i s confirmed some of my geology, because i f you 

look a t a l l these e x h i b i t s out here — excuse me, 

e s p e c i a l l y the e x h i b i t s submitted by us, the top of t h a t 

Morrow was about 30, 40 f e e t high t o the Co n t i n e n t a l w e l l 

back i n Section 6, and they j u s t e s s e n t i a l l y confirmed t h a t 

they had a very anomalous area, based on geology and based 

on w e l l c o n t r o l . 

Q. And the Continental w e l l was d r i l l e d when? 1998; 

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

A. The Continental w e l l , back i n the 1960s. Are you 

t a l k i n g about the — 

Q. I'm s o r r y , I'm confusing you. 

A. Okay. 

Q. Which w e l l are we t a l k i n g about, when was i t 
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d r i l l e d ? I need t o put a time context — 

A. Okay, the Rio Blanco Federal Number 4, I t h i n k , 

was d r i l l e d , i f I'm not mistaken, 1998. 

Q. A l l r i g h t . And so i t ' s about t h a t p o i n t i n time, 

1998, i s when you took t h i s prospect t o EGL? 

A. Well, maybe s h o r t l y afterwards, you know, when 

the l o g was released. I t could have been i n e a r l y 1999. 

Q. Okay. Now, when d i d EGL f i r s t commit t o 

developing Section 4? 

A. Well, they saw my geology and they were ready t o 

go a f t e r i t . And so we t r i e d t o acquire a leasehold 

i n t e r e s t i n t h e r e , and we determined Hunt was our best 

o b j e c t i v e t o go a f t e r . And a f t e r n e g o t i a t i n g w i t h them, we 

were able t o — EGL and others, buy t h e i r i n t e r e s t out. 

Q. A l l r i g h t , and what date was t h a t , i f you r e c a l l ? 

A. I don't r e c a l l . You'd have t o look a t some of 

the e x h i b i t s . 

Q. I f we can look a t the chronology e x h i b i t , E x h i b i t 

2, i f you have t h a t i n f r o n t of you, you could r e f e r t o the 

e n t r y f o r — 

A. I don't have i t i n f r o n t of me, but — 

Q. — March 1, 2001. 

A. Okay, March 1, 2001. Okay. 

Q. Does t h a t i n d i c a t e t o you t h a t t h a t ' s when EGL 

acquired i t s lease i n t e r e s t out there? 
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A. Yes, i t does. 

Q. That's the Hunt lease i n t e r e s t ? Sir? 

A. Yes. 

Q. And when d i d EGL, EGL i t s e l f , f i r s t propose t h i s 

r e - e n t r y procedure t o the other working i n t e r e s t owners i n 

Section 5 — I'm s o r r y , Section 4? 

A. Well, Section 4 was t h a t l e t t e r t h a t was dated — 

you know, we discussed e a r l i e r , t h a t EGL sent out a l e t t e r 

and an AFE. 

Q. I s t h a t the March 15, 2002, l e t t e r ? 

A. Yes, i t i s . 

Q. And t h a t proposal was preceded by Mr. Landreth*s 

l e t t e r ; i s t h a t correct? 

A. Yes. 

Q. Now, t a l k t o you b r i e f l y again. Before your 

a s s o c i a t i o n w i t h EGL, I understand you t o say you were 

associated w i t h P a c i f i c Enterprises; i s t h a t c o r r e c t ? 

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

Q. And you p a r t i c i p a t e d i n the compulsory p o o l i n g 

proceeding i n 1991, also a f f e c t i n g Section 4; i s t h a t 

r i g h t ? 

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

Q. And d i d you appear here and render testimony i n 

t h a t case? 

A. Yes, I d i d . 
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Q. Did you help i n the p r e p a r a t i o n of e x h i b i t s i n 

t h a t case? 

A. Yes, I d i d . 

Q. And d i d your testimony and those e x h i b i t s help 

e s t a b l i s h t h a t 640-acre spacing was appropriate f o r t h i s 

w e l l ? 

A. Yes, I d i d . 

Q. And d i d you conclude and d i d the Hearing Examiner 

and D i v i s i o n D i r e c t o r agree t h a t the pool r u l e s f o r the 

North B e l l Lake-Devonian Gas Pool ought t o apply t o Section 

4? 

A. Yes. 

MR. HALL: That concludes my d i r e c t of t h i s 

witness, Mr. Examiner. 

EXAMINER BROOKS: Mr. Kellahin? 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Brezina, when you presented t h i s case f o r 

P a c i f i c , f o r Section 4 f o r the f o r c e p o o l i n g , was t h a t case 

opposed by anyone? 

A. We force-pooled Exxon, but my memory — going 

back 12 years, I don't remember i t p r e c i s e l y . I don't 

t h i n k so, but I would hate t o . . . 

Q. So i t was not an opposed case, as best you 

r e c a l l ? 
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A. That's c o r r e c t . 

Q. The t r a n s c r i p t , which the Examiner's already 

taken under advisement, or a d m i n i s t r a t i v e n o t i c e o f , w i l l 

r e f l e c t i f t h e r e was opposition? 

A. Yes. 

Q. Did you u t i l i z e i n t h i s process any 3-D seismic 

data? 

A. No, I d i d n ' t . 

Q. You d i d not have any? 

A. No, not back then. 

Q. Do you have any now? 

A. No, s i r . 

Q. When you were lo o k i n g a t t h i s , d i d you have any 

2-D seismic data? 

A. I d i d n ' t , but P a c i f i c Enterprises d i d . 

Q. Was th e r e a geophysicist i n v o l v e d w i t h P a c i f i c 

Enterprises? 

A. Yes, there was. 

Q. Do you know i f h i s seismic l i n e s were any 

d i f f e r e n t than what Mr. Landreth has i n d i c a t e d t o be the 

seismic l i n e s he's u t i l i z e d ? 

A. I t h i n k there were some more l i n e s , t o the best 

of my r e c o l l e c t i o n , more than two. I t h i n k t h e r e was 

sev e r a l more. 

MR. KELLAHIN: I have no f u r t h e r questions. 
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EXAMINER BROOKS: I guess I have no f u r t h e r 

questions e i t h e r . 

MR. HALL: That concludes our case, Mr. Examiner. 

EXAMINER BROOKS: Very good, the witness may 

stand down. 

Do the p a r t i e s want t o present concluding 

arguments? 

MR. KELLAHIN: I have some housekeeping here. 

EXAMINER BROOKS: Okay. 

MR. KELLAHIN: Did you admit 14, Scott? 

MR. HALL: I d i d . 

MR. KELLAHIN: Okay. I neglected t o make copies 

of my c e r t i f i c a t e of n o t i c e f o r t h i s hearing. 

EXAMINER BROOKS: Okay. 

MR. KELLAHIN: Both those p a r t i e s are here. 

They're the only people we n o t i f i e d . So w i t h your 

permission, I ' d l i k e t o introduce what I've marked as 

E x h i b i t F, which i s the c e r t i f i c a t e . 

MR. HALL: No o b j e c t i o n . 

EXAMINER BROOKS: E x h i b i t F i s admitted. I t h i n k 

any f a i l u r e of n o t i c e i s waived. 

MR. KELLAHIN: I would l i k e t o suggest, Mr. 

Examiner, t h a t you give us a chance t o submit you a d r a f t 

order, and w e ' l l make a short w r i t t e n c l o s i n g statement t o 

you. 
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EXAMINER BROOKS: Whatever i s your pleasure. I 

d i d have a question, r e a l l y , t o address t o Mr. H a l l , 

because I t h i n k i t ' s more appropriate f o r the lawyer than 

f o r the expert witnesses. 

I s EGL seeking t o be appointed operator, even i f 

we were t o conclude t h a t the 320-acre spacing i s r e q u i r e d 

by the a p p l i c a b l e rules? 

MR. HALL: Yes. 

EXAMINER BROOKS: I guess t h a t ' s a l l I have. 

I assume you w i l l submit w r i t t e n arguments. 

MR. KELLAHIN: Thank you. 

EXAMINER BROOKS: We'll stand adjourned. 

MR. HALL: Thank you. 

(Thereupon, these proceedings were concluded a t 

MR. HALL: That's c o r r e c t , s i r . 

EXAMINER BROOKS: Okay. So you're seeking 

o p e r a t i o n i n any case? 

4:28 p.m.) 

* * * 

i die her«by cc-rJify that the foregoing \% 
a eom-plefe record of the proceedings '« 
the Examiner hearing of Case No. _ 
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