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.appliéationsvof,COG Operating LLC for the creation of a new

‘representing COG Operating LLC this morning, and I have three .

" witnesses.

rdifferent.

_sWofn in the previous hearing of these gases please stand and

_ , Page 3 j
EXAMINER JONES: Okay. Let's go back on the record

this morning and call Cases 14669 and 14670, both of the

pool, special pool fules and the contfaqtion of certain
Grayburg Jackson Pools within the Dodd Federal Unit and the
Burch Keely Units,-Eddy County, New Mexieo.

Call for appearances.

MS. MUNDS-DRY; Thank yoa, Mr. Jones. Ocean

Munds—ny_with'the law firm of Holland & Hart LLP,

EXAMINER J_ONES': Any otﬁe‘r apﬁ.earances?-

(Ne response.)

MS: MUNDS*DRY: It's a_great day, Mr. Joﬁes.

EXAMINER JONES 'I'gueSS the record -- it's the same
w1tnesses that have been sworn in the case earlier? |

MS. MUNDS-DRY: ' Two of them are the same, one is-

EXAMINER JONES:"Will the witness that has not been
-- well, is that correct, Mr. Brooks? B .f _ ;
-EXAMINER BROOKS- I suppose so. I have never been

sure, but 1et's assume 1t is.

EXAMINER JONES: Will the witness that has not been

state your name?

T s e WW T N O E TR TSRy Sy PR TR e e Y T o e P oY T ol
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MR; GAYNOR : Brandon.Gaynor.

EXAMINER JONES: I'm sorxry?

MR. GAYNOR:d Brandon_Gaynor.

EXAMINER,JONES: Will the court reporter please
swear the witness. |

(Oath administered.)

EXAMINER JONES: Let the.record show the two other
witnesses have been already sworn.

FMS. MUNDS—DRY:H Mr. Jones, before I call Mr. Gaynor,

I just wanted to kind of remlnd you and refresh all of us,

because itrg been since June that we heard the first half of,

this case; 1 just wanted to glve.us a little refresher of

where we are today

The first half of this case, as. you may recall,

‘ Mr}'Jones,’was,heard at the'end of June.“You and Mr. Brooks'

‘were both present. " We had decided to separate the issues in

the case because'of Concho:nas'asking for both,the
contraction_of_certain Grayburg Jackson>Pools.and the
oreation of'a'new'pool’for the Yeso, and»in that nen pool
they are‘asking'forian'increased'allowable; |
Because.there was another pending oase, CaseA14613,

we deoided to hear”justb——-or put on evidence.that'related

" just to the'creation of . the new pool and the contraction of

the Grayburg Jackson Pool and reserve the evidence on the-

increased allowable until an order was‘issued in that related
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case. And as you have just shown us, we now "have that order,

which is order R—13882—E, and, in that order,.the Division - %
granted a 300-barrel—a-day allowable for certain Yeso pools, %
and a 3000 to 1 limited GOR. | | | d

And so now that we have-that order, we -- we are now 5

g01ng to put on the evidence as it relates to the allowable
request for these pools. And just to glve you a llttle blt

mbre.context, the reason why,_you may recall, that these

- pools were separated out .from thatvoriginal ease, that 14613[

" is for the very reason we-are here to fix those pools,

essentlally, because they contaln shallower formatlons,

'spec1f1cally the Grayburg San Andres, that really were not

‘related to our request for an'lncreased allowable in that

Yeso -- Glorleta Yeso Formatlon

So the D1v151on, at -that tlme, disMissed thosev
Grayburg Jackson Pools/, and they note that_—— that's noted>in
the:order, there were two‘Gréyburg Jackson Pools that were
dismiSsed; One of.those pdols‘is befere'you today, se we are
seekihgfto correct_thet-pool bywmaking twe'poele, which we

showed you last time as;to why it should really be two

vdifferent pools, and today we will focus on our request for

- the increased allowable.

There was another related case, as it relates to the

" Burch Keely Unit that the»Commissien recently issued an Qrder

on,'ahd'that_was'Case -- Cases 14577 and 14558, and the -
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- Commission issued order R-10067-D. There Concho was seeking -

two things in the Burch Keely unit, to expand the vertical

limit of the unit to extend down to 5000 feet which is its

'ownershlp llmlt, and also to expand the Grayburg Jackson Pool

down to 5000 feet.

Our request here doesn't really change that other
than we are asking.for the pool to be split into two. So the
5000 feet in the Burch Keely we are still asking remain, we
are just asking it be broken off of the Yeso separate from

the Grayburg San Andres. So it doesn't really modify except

‘to the extent that we are. seeklng to separate it 1nto two

pools.

 EXAMINER JONES: Did the Commission actually extend

‘that pool beneath the~Burch'Keely.totSOOQ?,

© MS. MUNDS-DRY: To 5000 feet, yes, sir, they granted.

Concho's*application And you had already granted our

request to consolldate both of these cases, so we do intend

today as well to dlscuss -- because the evidence is the same

: for our request to increase the allowable in both the Burch

Keely Unit and the Dodd and we w1ll present that evidence.

EXAMINER BROOKS- Well There are some thlngs I

would llke to get clarlfled ‘and maybe. I should -~ I don't

know if I shduld ask you or.the,witness; ~And ‘if I need to

ask the witness, tell me which witness. I am not cledr, and

-itfs probably'because I have not reviewed.all of the orders,

PAUL BACA PROFESSIONAL ‘COURT REPORTERS
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1 but I am not clear as to there are two -- there are at least
2 three pools named Grayburg Jackson.
3 . MS. MUNDS-DRY: Right.
T4 . EXAMINER BROOKS: Do you have those names and pool
5 | nﬁmbers handy so we can keep them separated.when'we talk
6 abdut‘theﬁ? |
7 MS. MUNDS-DRY: I believe Mr. Gaynor has them.
_ 8 . ;t EXAMINER BROOKS: - Okay, the witness»has them. Well)
9 1'11 ask him then. I'11l address these questlons to him.
,ld.'l- l MS. MUNDS—DRY:V I think I can ask him and he will
11 - give you --
12.', y ”;h; EXAMINER BROOKS He can also tell me’ what order
13 numbers they are establlshed by, and -- -
4 MS. MUNDS- DRY: I think he can..
15 = S EXAMINER'BROOKS:. F~hwhat their'boundarles and
15 limits-are. | | vl -
17 » © MS. MUNDS-DRY: Mr.'Brodks{,Mr.vGaynOr‘has‘all'of

18'_ that in his head.

19 - EXAMINER BROOKS: Okay.. Okay. I'm glad to know we |l
‘20 '-haVe"someone smart enough to know. That'SIWhat_I wanted to
21 uknow;
22 - - . MS. MUNDS-DRY: With that, then, I would ask that we g
23 call Mr. Gaynor to the stand. g
) . o §
]
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BRANDON KIMBERLY GAYNOR :

(Sworﬁ and testified as fpllows:)
 DIRECT EXAMINATION
BY MS. MUNDS-DRY:
Q. Okay.  Would you pleasé étate ybur full name fér the-

fécord?~ . N

.<A; ‘”Brandon Kimberly Géynor.
” Mr.vGaynor;Awhere do you reside?

Midland,uTexas;
' Who:do you work for?

Conqho_Resoﬁréeé.

‘What_dd yoﬁ do you for Concho?
“I'ma Landmani

As a landman for Concho,. what are your-duﬁieS? o

P o » 0 » O ¥ o

'vAdquiring leasehold interests, clearing title,

gétting deals done, méking'sﬁre'that we have all of our

”rights_in line:with'this allowable stuff.

Q. And you have a partlcular area of respon31b111ty

that 1ncludes this Yeso area°

A;: Yes,'1t>does.‘

Q. And_ﬁave~y6u previously testified before the

Division?
A. . Yes. §
- !
.Q. Were your credentials as a landman accepted as a

matter of record?

'PAUL BACA PROFESSIONAL COURT REPORTERS
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Examlners what Concho is seeklng in its two appllcatlons

Pool called the Grayburg Jackson Seven Rivers Queen Grayburg:

-San'Ahdres Pool, and . that just-covers from the top-of'the

those spe01al vertlcal 11m1t areas from the 1arger Grayburg

fJackson Pool and create two new pools, and w1th1n those two

Page 9

A. Yes, they were.

Q. And are you famdliar with the applicatiohs that have

been filed hy Concho? | |
A. I am.

Q. Are you famiiiar with the status of the land that ish

the subject of_the application?

a;' ‘I am..

MS. MUNDSeDRY: With that, Mr. Jones, we tehder‘Mr.

Gaynor as an eipert petroleum”lahdman. |

| EXAMINER'JONES: He is so qualified;

Q. .Mrf Gaynor, just’because-it'sAbeen a while,since we

heard the flrst part “of the case, would you remlnd the

“A. Yes. Bas1cally there is a very big Grayburg Jacksdn

Seven Rivers to the base of the San Andres, and it's a huge .

-area. And in our previous case, both the Dodd~ahd Burch
Keely Unlts were removed from our other appllcatlon because '

they have spe01a1 vertlcal limits w1th1n the larger Grayburg -

Jackson Pool,tand we’ were not able to just change the
allowable within those. special vertical limit areas.

So what we‘are'trying dO'in-this case is remove

PAUL BACA PROFESSIONAL COURT REPORTERS

067b2850-8436—481 0-a57d-e504b9b26f89




1 11

14

| 17

‘18

21
1 22
23
24

25

10 -
12
13

.15

16

19

20

Page 10 |

new pools we are asking for an allowable of 300 barrels: per .
day and no GOR limitation.

Q. And more specifically, in the,Burch Keely unit; what |
are the vertical limits that we are requesting for the new
pool? |

A. The Burch Keely unit, the new pool would be from the || -

‘top of the Glorieta down to 5000 feet.

Q. And for the Dodd Unit, _what are we requestlng for
vertical limits of that pool°
A. . From the top of the Glorieta down to the base of the.,f

Yeso, which we have defined in our application as the top of

“the tub.

Q. Okay. Let's turn to what's been marked as Concho

Exhibit Number‘lA,‘which we presented‘anfearlieriversionvof

. this in the first hearing. Mr. Gaynor, ifiyoufcould_¥?'it's

also up.on the'pOWerpoint -- could you explain-to'thev

examlners what we are show1ng here and what we have changed?

A. - Yes. ThlS exhlblt really shows the boundarles of

’all'of:the Glorieta Yeso Pools that'were subject'to our

initial application. Itls'changed_because‘therboundaries

that are the pools that are'now gray were subject to the

' prev10us order -~ I think that's R-13382-E -- which 1ncreased

| the allowable already in those pools to 300 barrels per day

And another change-ls_the LOCO-HlllS Cedar Lake ‘Fren East

Fren Pools name has been changed. - They have been

PAUL BACA PROFESSIONAL COURT REPORTERS
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consolldated into one pool called the Mar Loco Glorieta Yeso
Pool.

Q.. That also resulted from R --

A. -- 13382-E, yes. |

- Q. . And in. blue here you have shown the outlines of the

"two units?

A. Yes. The Dodd Unit is.the unit on the left, and the

‘Burch Keely Unit is the unit 1n the blue on the rlght and

these are the areas where we are trylng to- remove these

special QertiCalllimits from the big Grayburg Jackson Pool

iand have them just be their own pools in'the Glorieta and

" Yeso formations

Q. "And I want to ask you a couple of other thlngs about

thlS, partlcularly address1ng Mr. Brooks' questlon, but here

;in.the‘hatched gray area, what-is this representlng?

A. That is the Grayburg Jackson Seven Rlvers Queen

Grayburg ‘San Andres Glorieta Yeso Pool, and it was left out

- of the-other order, and it's sort of an overSight'that we

haven't alreadybfiled to<increase the ailoWable in there, but

-tit's not subject of this application er the_other\one.

., Q. So that was just missed from that order when --
A. That's cerrect.
And we'll —-.that‘s.ndt‘Subject .
No. |

© » o

-- to. our application?

A O R TP Mg oo e
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1 A. No, it is not.

2 Q. Well, let's go over and we can talk about this in

3 »the context of these different pools. For the record) and

4 for Mr. Brooks' clarifioation, would'you please review the

5 three different Grayburg Jackson'Pools, if you can? And I

6 know you have your -- I tnink'you have your'fileAthere, if

7 you can give the names of ﬁhem and maybe the*order numbers

8 for each of the érayburg Jackson Pools?

9 . A."léure{' The starting point is thexre is the:really big
100 pool, and tnat's_the one'that;just covers from'the4Se§en
11 Rivers doWn to the San Andres, except in these two erees, and
.12 that’s the: Grayburg Jackson Seven Rlvers Queen Grayburgesen
13 -Andres pool. Its pool number'e— if you w111.bear with me for

14 a moment, because I don't have the --

2 A R S T e T T s e

15 ~ 'EXAMINER BROOKS: . It begins with a 2, I know, but I

16 can't remember the rest of it.

17 o .-_THE'_W'ITNESS: The big pool is 28_5(1.9:.’

8 ' EXAMINER BRoOKs: 285097

19 THE WITN;E.}‘SIS: Yes. |

20 | 'A.‘ The pool that represents the gray hetcned unit whioh

21 goes from top of the Seven Rivers down to the base. of the:

T T

22 Yeso 1s the Grayburg Jackson Seven Rivers Queen Grayburg San

23 ._AndreSuGlorleta Yeso Pool, and it is Pool Number 97558L

T S S A RS e oo v

24 EXAMINER JONES: Say again, what aerial?
25 THE WITNESS: :It goes"from_the~top of the  Seven
P R o e T TP R IR T T SO N R AN T T O R R BT T T T BTy T 4:.
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ﬁivers,——
| EXAMINER JONES: No, the aerial.
- THE WITNESS: .Oh? it's the pocl in gray.
EXAMINER JONES: The excluded part?
THE WITNESS: . Yes, the light gray hatched --
EXAMINER JONES: That's not the Dodd Unit?
THE WITNESS: No, it is not. |
MS. MUNDS-DRY: You-can see it a little bit better
on the bigger map. It showslthe outline of that pool.
. EXAMINER JONES: So that one was, for.some reason}.'-
given a dlfferent pool code than - |
THE WITNESS: Well, whenevet.they -- I don't’kﬁow

all the details about - about‘that-property, but I dovknow,'

‘that when they unitized it, they went ahead and had the pool

go the entire extent of the unlt._ They separated it out from'_z

the big Grayburg«Jackson’Pool.

EXAMINER BROOKS: You said;j"When~they‘uniti2eo it;":<
does that have a'unit name? ‘

THE WITNESS: Yeah. Thatfs'the GJ Unit.

EXAMINER BRQOKS: GT --

THE WITNESS: GJ West Co-Op Unit.

EXAMINER BROOKS: GJ West Co-Op Unit, I should .

remember that. Okay. And that is separate from the Dodd

Federal and'the Burch. Keely?

THE . WITNESS: It's arseparate.deal altogether.

PAUL BACA PROFESSIONAL COURT REPORTERS |
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Different pool, difﬁerent‘pfoperties.

EXAMINER BROOKS: Okay. However, thét pool, the
Grayburg Jackson Seven Rivers Queen Grayburg San Andres
Glorieta Yeso Pool, also includes both the San Andres
Formation ana.the Yeso Formation? - ’

- THE WITNESS: Yes, it does.

EXAMINER BROOKS: Okay. As to that one, it's the .

‘entire extent of that.pool,'right?.

THE WITNESS: Yes.

. EXAMINER BROOKS: Okay. And is this -- this areél'
outlined in gray, is that the"éhtifé»éxtent-of'Pool Nﬁmbef'
975582 | |

THE WITNESS: _Yes.

EXAMINER BROOKS: I decided to use the numbers

-because it takes too long to say the name.

THE WITNESS: Yes.

EXAMINER BROOKS: It's kind of like when I worked
for Studman McGray Seeley Law Eirm;'too many names in_that
firm. IGO'éhead: | |

Q. (By Ms. Munds-Dry) And then there is a third pool,

-if could you, Mr. Gaynor? .

A. In the third pool, it's kind of ‘funny in that it -
doesn't have its own pool ID number, and we have never really

been .sure if it's actually its own pool.

Q. But other-than it seems to have its own name?

PAUL BACA PROFESSIONAL COURT REPORTERS
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1. A. It has, ?es -- bear with me for a second. The
2  Grayburg Jackson Yeso Pool, which is -- which was created by
3 order R-12256, but it}s kind of funny becauae it says the
| 4 GraYburj_Jackson, the big GJ Pool, was extended to include
5' the Yeso -- the Dodd_Unit down to the base of the Yeso ffont
6 slash Paddock, which is kind of ambiguous,.within tHe Dodd |
7 Federal ﬁﬁit area, only, and the GrayburglJackson Pool shall

8 - be renamed as the Grayburg Jacksonh Yeso Pool.

.9 Q. . And that's within --
0 /.A'l‘ Just within the Dodd Unit. And it'goes'just down
1l___the base of the -- so 1t s extendlng the larger GJ Pool down

Jié to the base of the Yeso front slash Paddock “and renamlng
13 ”dthat interval but it was never ass1gned.1ts own pool ID of.
' »'14 ,“anything,'so -; | |

15 Q: ,Now, I do want to re&isit.the two portions of thé“
dlé" blﬁé_area on‘the slide there;, fou indicate there is'no'GOR
:17':'1imit. .Where did that come from?

18 . V_ A. . That comes from Ordéf R199.

19 ' .‘Q.' And in that -- in thatnOrder it indicated there‘was ;
20" no limiting GOR for this case? | |
21 ‘A."  That's right. | |
22 - Q. And that is, as I understand, what Concho is aeékihg i'
.23‘_ to have continued in iﬁs application? |
24 A. Yés. It's not really a change, it's just asking to

25 - continuefwhat's already the case in this particular pool.

PAUL BACA PROFESSTONAL COURT REPORTERS
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Q. In the new pool?

A.  Yes.
Q. Okay; Let's go to Exhibit Number 2, and we don't
need to spend a lot of time on these because we have talked -

about this specific exhibit that was admitted in the last

hearing, but I want to refresh all of our recollections about

where we- are. What is this Exhibit Number 2 showing us?

AL:: This is showing the hbrizontalrextent of the larger

GJ Pool.

. EXAMINER BROOKS: What exhibit is this?
MS. MUNDS-DRY: Exhibit Number 2, Mr. ‘Brooks.
:.‘EXAMINER BROOKS: = Thank yéu | -
’;A;-\;And this is from the top of the Seven: Rlvers to the
bése"df.;he San_Andres. The area in blue is the =- what I
réfergtb as the.lafger portiéh of the .GJ Pool. |
’ Q;.' And the gray denotes what?
A, ‘JOffsetting pools.

Q. Okay. And let's go to Exhibit Number 3. What is

this shéWing us?

A: ThlS is a color-coded map show1ng operators within

’ the pool -- within a mile of the pool not w1th1n_another

pool.

Q. And this Exhibit Number 3 was already admitted, and

‘we also discussed in the last hearing what -- what notice we

provided in accordance with the rules, and we submitted that

PAUL BACA PROFESSIONAL COURT REPORTERS
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notice exhibit, so this is -- just denotes ba51cally who we
gave'notice to?

A. That's’right.

Q. | Okay. - And &hat is Exhibit Number 4°?

A. Since this pool is strange in that it has.special
vertical limits within the Dodd and Burch Keely Unit areas,
we also provided notice Eo offsetting operators‘within*the
Glorieta and_Yeso intervels.to_ﬁhe Dodd and Burch Keely:

ThiS-first one here, Exhibit 4, is the operators and offset

'operators to the Dodd Unit.

MS MUNDS DRY And we already admltted that exhlblt
last tlme, Mr' Jones-
Q. Exhlblt NUmber 5, what does thls show us°'

‘AL Exhlblt Number 5 is the same thlng -as EXhlblt Number‘

"4, except with' respect to the Burch Keely Unit.

Q. And, again, we admitted this exhibit last time,
Mr} Joﬁes{' Okay;‘ Let's turn to what we have marked as
Ekhibit.15;v Identify‘andAreview thisrset of documents for
the Examiners.

A. | oOur initial application which included the'Grayburg-

Jackson Pool, we received letters of support for our

Glorieta Yeso Pools, and these are the letters of support.

The»first one we have is a letter of support from Apache, a

lettexr of support from Cimarex, a letter of support from. %
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Chevron, Clayton Wllllams, Devon, lee Rock, Mack, Mewbourne,
Nadel and Gussman Permian, Nadel and Gussman HEYCO, Primero

0il and Gas, and XTO.

Q. Okay. And now let's go to Exhibit 16. What is
this?

A. This was a chart that we used in that previous
hearing as‘well.- Iﬁ's juet shewing who oberates wells within
the Yeso Formation,:Within the area subject to our"
application. .

. Q. And thisOis'——'this.ds'including a lot larger'Yeso'
Pool that we discussed in that Case 146137 |

. A. Yes,.that's ﬁight.: It includes those.pools, and the_“'T
purpose of this is to shoﬁiwhatbfhose letters of support
really.mean. | |

Q. 'in,terms of numbers?

- N In,terhsvof numbers,‘the proportion of .operators
edpporting what we are asking’ for. |

Q. Mr. Ga?nor} in your opinion, will the granting of.

this application be_in'ﬁhe best interest of conservation, the-_‘

- prevention of waste, and the prqtectien of correlative

rights?
A.  Yes.

Q. And were‘Exhibits 1—A 15 and 16 either prepared by

you or complled under your. dlrect superv1s1on°

A.  Yes, they were.
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1. MS. MUNDS-DRY:  Mr. Jones, we move to admit Exhibits

. ' . . . i

P

2 - 1-A, 15, and 16.

3 EXAMINER JONES: Exhibits 1-A, 15, and 16 will be

4 admitted. 4

5 (Exhibits 1-A, 15 and 16 édmitted.) _

6 . | MS. MUNDS-DRY: And, Mz, Jones, I meanﬁ to do this
7 at ﬁhe beginning{_ We would ask that ydu take administrative
8 notice oficase 14613,‘that -- that resulted in Order

9 . R-13882-E that granted the increased‘allowable in the other -

10 Yeso Pools.
11 - EXAMINER JONES:  We wiil:take administrative notice
12 of- Case 14613 and also Cases 14577 and 14558.

13 ' MS. MUNDS-DRY:  Thahk you, Mr. Jones, that wouldv B

T P s P Y T P ey e e

14 make sense. You have it all 'in front of you, ahd I have
15  nothing further from Mr. Gaynor.

16 . EXAMINER JONES: That -- that portion-of the

TP S

17 Grayburg Jackson Yeso slash Paddock; wasn't that amended with -
18 . another ofder to .-- | '

19 ..  ' | THE.WITﬁESS; That hasbnét”been amended. What was

20 amended was the depth within‘thé Burch Kegly‘Unit; tékihg

.21 ‘:that down to 5000 feet;'_But within thé Dodd Unit, that has:

22  not been changed.

i

23 . ~ EXAMINER JONES: That still says --

S | é
24 " THE WITNESS: That still says -- i
25 . EXAMINER JONES: -- Paddock.

DTS
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THE WITNESS: -- the base of the Yeso -- :

EXAMINER JONES: To the Paddock.
THE WITNESS: -- slash Paddock.

EXAMINER JONES: So below the Paddock is considered

Wildcat in that.

THE WITNESS: - I believe so..
- EXAMINER J@NES: Unless it's within a mile of
énother pool.
. THE WITNESS: . That's my unaerstanding.
.‘EXAMINE‘IR JONES : Okay. Within that acreage. 'An,d.so |

there is no other place besides these three areas.that the

AGraybﬁrglJackson flows below the San Andres. Is that

correct.

THE WITNESS: That's right. Well, within the big

.Grayburg Jackson Pool, there were two areas where it goes
below the Grayburg San Andres. One is within the Dodd Unit,

. and the other is within.the'BUrch-Keéiy‘Unit,

‘EXAMINER JONES: There is also --

' THE WITNESS: There is a sepérate pool with its own

”pool ID that covers the GJ Unit, which is. the light gray

hatched area on the map.

EXAMINER JONES: And the GJ Unit is operated by --
THE WITNESS: COG.
EXAMINER JONES: COG, that's what I thought. The

original COG pefore --

o T DA SR PP
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THE WITNESS: Yes.

EXAMINER JONES: . Not that it matters. Nowl have ‘you %

talked toEPaul Eeutz at all about potentiel pool codes or a é
" pool name for this -- h g
THE WITNESS: For these new pools? o %

: i

EXAMINER JONES: -- for these new pools. | é
THE.WITNESS: No, I-have not. g

EXAMINER JONES: So you guYs are okay with any pool %

name? . j
THE WITNESS:' Well, I_think our geologists might |
Went'te‘haveAa_Saylcn'the naﬁes. . R | ».':' : §
NEXAMINER JONES : Yup:v Okay.e;Fergot about the %
geelogists.r I'don“t'know what else.te ask. JDevid? %
FEXAMINER BROOKS- Ohay Yon eaid these areaé, when %

you are talklng about the vertlcal exten51on of the’ Grayburg §
Jackson Seven Rlvers Queen Grayburg San Andres Pool to the %
Glorleta Yeso Formation -- e : o o ' §
THE'WITNESS- ‘Uh-hnh;_. z
EXAMINER JONES: -- these efees‘are‘the Burch Keely |

' THE WITNESS: That's rlght
EXAMINER BROOKS: And’ when you say- these areas, they
are different units, but they’ are one  contiguous area,

right?

THE WITNESS: Well, we have asked for two separate

T W A T e
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EXAMINER BROOKS: Yeah, bﬁt -- okay. Yeu've asked

for the two separate pools, one for each unit?

THE WITNESS: - Yes, because they go to different

limitations? -

THE WITNESS: In the Burch Keely, within the

of the Burdhhkeely:Unit we would like the new pool-to go

from the top- of -the Glorleta down. to 5000 feet

EXAMINER BROOKS So that . 1s the unlt in whlch you

‘had the 5000-foot severance --

THE WITNESS: That's correct.

EXAMINER BROOKS: And they -- what are the depth

- ‘horizontals of the Burch Keely, within the horizontal limits

EXAMINER BROOKS: -- in_oWhership. And in the Dodd

Federal, you do not have that?

THE WITNESS: No, we do not-

EXAMINER BROOKS: ‘So you want to go from the top of

the Glorieta Yeso to the base of the -
THE WITNESS: Of the Yeso.

EXAMTINER BROOKS: -- of the Yeso.

THE WITNESS: Which I think we defined as the top of

14

EXAMINER JONES: You don't have a well type log for
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THE WITNESS: I think our geologists have that. ’

EXAMINER BROOKS: Okay; Now, do you have the order

- number of the order that established the present depth

limitations of the Grayburg Jackson Seven Rivers Queen
Grayburg San Andres Pool?

THE WITNESS: Well, it's a whole lot of order

‘numbers that have added up over time. “It's --

EXAMINER BROOKS: Okay.

THE WITNESS: It's a pége—and—thalf list of ordex

.numbers.

EXAMINER BROOKS: Can you furnish us that

. page-and-a-half list.

i

THE WITNESS: I can. I don't have it with me right

MS. MUNDS-DRY: And if I may, r. Brooks, within the

" Burch Keely Unit,'the:Comm1581on,recently modified that pool

down to 5000 feet, and i do have that order.

EXAMINER BROOKS: We will need to see that. Add

- that to the list. We  need all of thoseforders. We need to

"know when all of those orders were.

MS. MUNDS DRY: We can make sure we get you a list

‘of all of those orders

EXAMINER BROOKS: We don't-neoessarily need the

orders that only expand the horizontal limits of the Grayburg

Jackson Pool because I'm sure the Grayburg Jackson Pool has
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THE WITNESS: It's been horlzontally expanded s1nce,
you know -- the order that created it is, Ivthlnk, R-55. |

EXAMINER BROOKS : 'The oniy thing I'm coneerned about
is the orders that veftically --

THE WITNESS: Okay. Weli, nO}'I do have those.

EXAMINER BROOKS: That's whaf I'm concerned about.

I'm not concerned -- I don't need all the orders that

'expanded it'horizontally because -- because I know it's been

:horizoﬁtally expanded.

" THE WITNESS:' I have those with me presently

EXAMINER BROOKS Okay If you can Sust give me

THE WITNE-}S‘S; Within the Dodd 1Un'iAt - and this is
*ifhe order that I ectually_disedssed4a few.minutes,egd -- it's’
R-12256.

EXAMINER BROOKS: R-12256.

THE WITNESS That renames, bqt‘doesn't

rede51gnate
» EXAMINER BROOKS ‘Okay.
- THE WITNESS: And w1th1n the Burch Keely Unlt it
was R-10067-D -~ | |
EXAMiNER BROOKS: R~ 10067 —&

THE WITNESS: D, I'm sorry

EXAMINER BROOKS: D, as in dog. Okay. And those
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are the oniy orders that extend the Grayburg --
THE WITNESS: Vertical limits.
EXAMINER BROOKS: -- Jackson into the Yeso
Formation?
THE'WITNESS: That's correct.
EXAMINER BRcOKS; Okay. Let's see. I want to be

sure I ask the right,questions.t Somewhere I read an order --

Mr. Jones probably did, too, that's why I asked that

questlon -~ some pool was deflned as -- and it was one of the

vGrayburg Jackson Pools, and there is an order deflnlng - -
naming it the Grayburg Jackson somethlng Glorleta Yeso

- Paddock Pool and then there is another’ order. that says they
_made a mlstake when they put Paddock in there, and they _

renamed it w1th leaving Paddock out. —Are you famlllar with

that]order?

THE WITNESS-- Weli I belleve that that is the -- -

‘the GT Unlt Pool, the llght gray pool on the map

EXAMINER BROOKS: Okay. I kind of think that's -~ |
that‘s rlght. | | |
. THE WITNESS: I think it is.

AEXAMINER_‘ BROOKS: I ;m-_ not sure.

THE WITNEéS;v.Well, hecause'it was the Grayhdrg_

Jackson'Seven Rivers Queen Grayburg San Andreés Glorieta.Yeso,

- and then in parenthesié it's Paddock.

EXAMINER BROOKS: And then they deleted Paddock.
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— . THE WITNESS: And then the parenthe51s are gone. %

EXAMINER BROOKS : Ivremember reading the order where ‘é
they deleted Paddock,fbﬁt I don't have any context. I don't &
knoQ what pool.it'provided for. Okay. Well, I think I have
the reading maﬁerial I need here. |

MS. MUNbS-DRY: I,personall? vote we not name ahy
mdre pools Grayburg Jackson.:_ | |

EXAMINER BROOKS: Well, Mr. Staghér.suggesﬁed that
Qe ought not to at §ne point,Aand then since it was Mr.
StagnerL»that happened Se&eral years ago that théy ought nbt,
to name aﬁylmore pools Avalon, bﬁt -- okay. That's all_I.
have. | | . | |

EXAMINEﬁ JONES;“_You{re looking at, matchingAthg‘f
time up here, are wéjgbing_tq go paétfanoﬁhér~20 minutés?‘_“

'MS. MUNDS-DRY: :Pfobably another 20 mihﬁtes, but not’ |
énother_hélf hour, is my‘guéss ‘

'EXAMINER JONES :. Okay ‘Is it a p0551b111ty we. can -

move this other. case unt11 this afternoon° If you thlnk we

can, we can five mlnuteslor so.
MS. MUNDS DRY: I will instruct Mr. Broughton to bé  .
as brlef as p0851ble o
. EXAMINER BROOKS We are go'iﬁg to take our lunch
receSs at 11:45."We can ;éke it in the middle of a case. I.:

think Mr. Jones is just trying to decide whether we ought to A

excuse the people involved in that other case until 1:30.
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EXAMINER JONES: That was the -- it's .up to the

other parties. If you want to do that, you can.
MR. FELDEWERT: I would prefér if we can start.
MS. GERHOLT: So would I. I think we canvéet this
done in 40 minutes. |
EXAMINER JONES: We will keep going, and take yonrl

time.

O T T St e Y e AP e e

MS. MUNDS-DRY: We will do our best to be brief. I
have nothing further from Mr. Gaynor.

EXAMINER JONES . Thanks, Mr Gaymnor.

THE WITNESS:“ Thank you.

MS. MUNDS-DRY: We call Mr. Broughton. to the stand, ||

HARVIN BROUGHTON
(Sworn, testified as follows:)
DIRECT EXAMINATION

BY MS. MUNDS-DRY:.

Q. Would you please‘stéte your full name for the
record?
A. Harvin Brbughton..

Q And where do;yon'resiae?

A Midland, Texas. _

Q. Who do you wnrk for?

A Concho Résources, COG Operating LLC.

Q. What's your position with Concho?

B el
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A. I'm a.senior geologist.

Q. And were you prev1ously accepted as an expert
witness in petroleum geology 1n this case'>

A. Yes, I was.

Q. Let's just briefly review,.if we can, some of the
exhibits that we discussed lastvtimevso that you can get the
proper framework to Mr. Midkiff. 'Let's go to Exhibit 6,

which has already beengadmitted. And if you could, briefly

review this exhibit.

A. Okay. This is a stratigraphic column of the
Northwest Shelf section of -- of Southeast New Mex1co,
commonly referred to. as the Northwest Shelf which traverses

southern portions of Lea and Eddy County,_New Mex1co And in |

“the second -- in the center section here,,strata, we have and

we have started at the Seven RiversQ Here is the Seven

Rivers Queen Grayburg San Andres, and then we get to the

commonly named Yeso section, or the Glorieta and then the
) Yeso section, which includes the_Paddockf‘Blinebry,'Tub and
.Drinkard, and THEN below,that is the Abo Section. So this is

Athe primary producing interval for us and what we are

d1scuss1ng today

Q. Let's turn to what's been marked and previously

admltted as Exhlblt Number 8.

A. Okay. Exhibit Number 8 is a land plat that shows a -

number of wells hlghllghted in pink, a cross section of A to
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1 A prime, and these are the wells used in the cross sectlon
2 which will come up next.
3 Q. ‘Let‘s turn to what was previouely markea andA
4  admitted as Exhibit Number 9. Please review this cross
5 section for us. |
6. . A. This ie a croes section that.traverSes‘the Dodd
7 "Federal_Unit A to A prime from the previous slidef Starting
8 at the top, you will notice on each log there is a -- there
9 is.a Yates'bick, a Yates top pick right up'thene towards the
10; _top'of where the log curves begin, and thenhWevmove'down
11 Seven Rlvers Queen Grayburg San Andres, and then down towards
12 _the base there is a yellow band that s the top and base of
13 the Glorleta Sand, and then below that is the -—,the Paddock
14 ‘slash Yeso Interval begins at the-base of the.élorieta.
15 iQ; :eAnd, Mr.'Broughton} if I could ask'Yon'to focus and
16 ' characterize for the Examiners the‘Yeso? |
17 B A; - Okay. The Yeso is a massive dolemite unit.
18 .Specifieally'talking about the Paddock and Blinebry, it runs
‘19‘ .roughly 14- to 1500 ﬁeet thick across_the-shelf. It's
20 primarily dolomite with some minor silts and seme minor
- 21  anhydrite components, but it's primarily'a ddlemite
22 reservoir; | |
23 The lower.seetion, the/Blinebry, thch-is not
24: depicted herern the log because_these legs were just drilled

25 to the Paddock, it is a low porosity, low permeability
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dolomite, that generally runs about 1000 feet thick and is

exploited for_hydrocarbon production. Just abeve that is the
Paddock -- Paddock member of the Yeso section, which
typically is -- it is dolomite, also. It's a heterogeheous
dolomite, as is the Blinebry, typically exhibits higher
porosity though widely rangihg porosity magnitude and
distribution throagh that entire interval;

Q. . Thank you. Let's turn then to CbnchofExhibit 10
that's also.been previously admitted. |

A.  Okay. Concho Exhibit Number 10 is'also'a land plat

show1ng a grouplng of wells and a cross sectlon llne from A
-to A prlme again. So thls ig. ba51cally the same thlng, just

across. the Burch Keely Unit.

Q." And Exhibit 11, ‘which was also already admltted if
you w1ll review this cross section for us.

" A. Okay. U51ng the wells from the prev1ous sllde, we

ba51cally have the same '-- the ‘same scheme here where we

.start at the top. We have formatlons marked from the Yates

all.the_way down, and you w1ll see that the yellowitowards
the base of the print; you will see.the_yellew band“acrose
there which represents the Glorieta Formatioﬁ; and tﬁén just
below that is the Paddock. - | | |

Q. And do yoﬁ see the:same.charaeteristics in the

Glorieta Yeso-here as you do in the Dodd?

A. Yes. They are very similar.
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Q. Mr. Broughton, will the granting of this application

be in the best interest of conservation, the preventlon of
waste, ana the protectioh of correlative rights?
A, Yes, I believe it will.

MS. MUNDS-DRY: With that, the exhibits were.
admitted last time, Mr. Jones, so I have nothing further for
Mr. Broughﬁonf |

EXAMINER JONES: That Glorieta is really thin and

shaley, it looks like, but is it true that it'gets thicker as

you go down‘in'Texas?

THE WITNESS: You know, I haven't studied it there.

There is places where it is'a.producing reservoir. It's_hot-

T A S T S

here, so it obviously exhibits some different characteriSticsii

in different places:. Across the entire Northwest~Shelf,~itis_

not a reservoir. I think it's got -- you éayfshaley,'and I
susﬁect you are referring to a higher gamma ray, and-I'm not -
certain that it's SHaley. I think it's a lot of high

feldspar in the sediments, which is what's driving that gamma'

iray up, so it's a feldspathic sand.

EXAMINER JONES: So there is mountains-around"
somewhere?

ITHE WITNESS: Yes.. It'S'coming from somewhere, and -

it's a title flat. It's being sourced from the north,

northwest, and noftheast, and it really rims the entire --

it's,a>1ow stand siliciclastic title flat, is what it is.
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And there is some shale in it, I'm sure, but it's largely
feldspathic, and it's probably indicative of being -- the
source being not that far away, the fact that there. is so
much feldspar and the gamma ray is so high.
| EXAMINER JONES: And this name used mainly in Texas,
is it equivalent'to whaﬁ?
THE WITNESS: It's;equivalent to the Yeso. - It's the._;

chronographic equivalent to the Yeso. The only difference is . -

it's in Texas versus New Mexico.

'EXAMINER JONES: That's very prolific, too.

THE WITNESS: - It's ektremely prolific, but, I mean, .

it goes‘all the way around, you_kndw( way‘eést.of Midland

there is an Eastern Shelf, it rims the Eastern Shelf, also.

Similar --.similar to --.there may be some differences inzit

jﬁst due.t9'Ehé -- the environment within which it was
depqsiﬁed, but iﬁ}s ésseﬁtially the same. _Itﬂs thé same:age
rock. | N |

: EXAMINER JONES:‘ So these shelf rocks are a target
néw?”' ‘ |

THE WITNESS: Well, the,Cleér Fork has been a target

for years. A | |

'EXAMINER JONES: For yeafs?

THE WITNESS: And the Paddock has been for a number

‘of years.  The Blinebry has kind of become'a problém because -

of newer completion technologies and whatnot that allow the -
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1 tighter rock to be exploited. .

2 ' EXAMINER JONES: So you're not fully calling this a
3 shale?
4 THE WITNESS: No. No. It's a -- it's a silt slash

5 sandstone. It's fine-grain sandstone, bordering on silts.
6 EXAMINER JONES: So sometimes it can be drilled

-7 Vertically:or horizontally depending on the silts, right?

8 THE WITNESS: In the Glorieta?
-9 . ‘ - EXAMINER JONES: No, in the Paddock. |
10 . - THE WITNESS: Oh, the Paddock. Historically the:

'll'h.develOpment has been vertically just because of the
12'.Jtechhology; Wiping the slate eleah, if there were no welle
13 - eut thefe,‘you would prObably want to eXploit'it

"14 .hherizentally; but, you:know, technologles dldn t e#1st>1n thet
15'_ 30s or 40s when they started drllllng this stuff

16 .f' ,‘1'.. EXAMINER JONES: To do that you limit yourseif to

17 one little target, and so you are not seeing a bunch of shows

18 up and down the hole in the Bllnebry and Paddock?

19 THE WITNESS : Well we have actually talked about -
26“ ariliihg multilateral horizontals to exploit the entire °-

21 uBlinebry interval. The Paddock we think we can get‘With'one,
22t but the Blinebry, it's true, it's about a thousand feet

23 ;thiek,'YOu'would have a hard time exploitihg it with ohe

| 24 laterel.

25 EXAMINER JONES: What would you say geologically to
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'supporﬁ the increased allowable and the IGOR.

- Paddock considered a formation --.I mean a reservoir with the

homogeneous,'which is not-this case, I know, but‘homogeneous

ot seeing‘thet'he?e when you --

A in 17, 31 and 32, .you do see, in the Paddock only, you see an

Page 34 :

THE WITNESS: That's really mofe of a reservoir
question, but the reservoirs are definitely, in myoopinion,
separate. You know, the Glorieta is a boundiné formation
that isolates the Yeso from the San Andres.

EXAMINER JONES: So is the Yeso one -- is the

gas, ©il and water?
THE WITNESS: I'm not going to know that, I mean --
EXAMINER JONES: Geologically you don't see that? |
~ THE WITNESS: Could you ask that again?

EXAMINER JONES: Yeah. If you picture a

reser&oirAthat you typically in the old days were -
tergeting - the old days meaning'when‘I was young, I guess,

but you would have the -- somet imes you would have stratified

' separate phases, not just phases, but separate products, you

know, gas on top --
THE WITNESS: Oh.

EXAMINER JONES: -- oil, and then water. So you are

‘THE WITNESS: You don't see that in the Bllnebry for

sure. Now, in the'PaddOCk, not in this area, but over east

identifiable oil water contact on the log, so there is an oil
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Page 35
water contact in the Paddock. You don't see a gas cap
though.
EXAMINER JONES: Okay. But how far away is that?

THE WITNESS: That would be two sections away or two

' townships away, rather, 17, 31, and 32, which is the Maljamar

and Loco -- or Fren area for us.

- EXAMINER JONES: Is that higher porosity in that

area? _
THE WITNESS: No.- No. It's not necessarily, o. -
| EXAMINEﬁ_JONES: Is £here more stfafigraphic'
lenses --»hon—geology term }— lenses iﬁ:thisrérea than over

inithat area?

THE WITNESS: No. I haven't -looked at it in those

terms, but Ifwould say-it(s all heterogeneous rock. I

‘wouldn't say there is more or less lenses or baffles or

barriers vertically in that area versus this.

EXAMINER JONES: But your production mechanism or

your'completion andxdrilling,lyou have decided to drill

horizontal wells here?
. THE WITNESS: We're --

EXAMINER JONES: Under these two units.

THE WITNESS: Well, we are looking at that, yes. We ||

have not decided to do that. We are investigating it, and
the'reason under these that we would be drilling'horizontal

Blinebrys is because there is already such a population of
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- horizontal -- of wvertical Paddocks, you would have a hard

time finding a place to put a horizontal Paddock Well with

within the Paddock'and'maybe even in thefBlinebry for

" horizontal?

horizontal Blinebry wells.underneath that to exploit the

entire -- that interval.

“calculatlons to reserv01r engineers?

Page 36 |

all the vertical Paddock Welle already there.
. EXAMINER JONES: Oh. .

THE WITNESS: So the other aspect is the increased
density.' As I unders;and it, there is going to be some rule
changes in the near future'regarding horiéontal we;ls.’ That
would give us the.abiiity‘to drill multilateral Blinebry
welis underneath those'existing.Paddock wells, so that's what
we are looking at riéht’new._ | )

EXAMINER JONES: Oh. So you do have targets in mind - |

THE WITNESS : Abs.oiu.te_ly.f _‘-Ab.solute.lky'._ The Paddock
is more of a challengée becauSe'of all the exiseing wellbores
already there |

EXAMINER. JONES ‘QOkay.

THE WITNESS: ~So what I think our plan is going-to
be for most.of us is.to:justiconﬁinue'with’the vertical

Paddock development while simultaneously drilling some

EXAMINER JONES: Do you leave the reserve

THE WITNESS: Yes,_sir; That's all reservoir

I P e S T U W T B AR R e e mm——
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stuff. 1

EXAMINER JONES: You don't supply them the porosity
and effective porosity and --

THE WiTNESS: We have another gentleman in our group

~ who is not here today who does our OOIP calculations, and he

‘does factor the log computations into that, but I'm not

personally involved in that process.
- EXAMINER JONES: Okay. It's possible we‘ﬁight need
tékcall you:back, but ‘I don't have any moré gquestions. -
 EXAMINER BROOKS : I don't have any questiéns.

MS. MUNDS-DRY: I have nothing further from

Mr.- Broughton.

'EXAMINER JONES: Okay. _Th'arik‘yot.l'.
T. J. MIDKIFF
(Swdfn; testlfled as follows )
_DIRECT EXAMINATION
BY MS. MUNDS-DRY:
Please sﬁate YOur‘full~name for_the.récord.-
T. J. Midkiff.
And where do you reside, Mr. Midkiff?
Midland, Texas. |
" Who do you Qork’for?
ConCho’Resources;

' And what is your position with Concho?

¥ o ¥ 0o » 0 » o

I'm a reservoir -engineer.
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Page 38

A Q. Were you previously accepted as an expert witness in

petroleum engineering?

A.  Yes, I was.

Q. Let's turn to what's been marked as Concho Exhibit
17 if we could. If you could, Mr. Midkiff, identify and
review this exhibit. | | |

A. Okay. I will start off, as I did last time for
Mr.hEzeanyim. I was just kind of giving you-a breakdown of
how ne think'about the reservoir and why we operate the way
that ‘we ao; why we oomplete our wells the way we dot

As Mr. Broughton-expressed a'minute ago, the Yeso,

"as we thlnk of 1t as belng stratlgraphlc, very low’
:permeablllty and por051ty hav1ng large varlances‘ln the
'dlstrlbutlon and the magnltude ‘of porosity throughout the
lAinterVal, we think of it as being compartmentalized. ‘We see

that -when we,complete our'wells;_and we refer to this type of

reservoir as a lenticular reservoir.

Q.. Let's go.to your next. exhibit, Concho Exhibit 18.

"What'is4it showing you?

A. One of the things that's also important in the Yeso

is to have a statistical view due to the heterogeneity of the
reservoir,_and Itve got real world examples that I w111 show .
'you rlght after thlS, but I wanted to show you a diagram of

" why the statistics are important.

If you'imagine for a second two wells drill‘ed’here,~
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reservoir.

in the'distributionvahd the magnitude of pOrosity within the

Page 39

and Well A encounters a very small amount of net pay -- and
I'm 1ndlcat1ng up there with those objects colored 1n, those
being. the productlve lenses within the reservoir w1th1n a
member of the Yeso there. And so Well A encounters a very
small, I guess what you would say, at the wellbore, net pay,
and versﬁs.Well B which encounters a much highet net pay at
the wellbore. Now, if you just completed, based oﬁ what you
saw. at ‘the wellbore -- I guess I will just step,backfand say,

it's important for Concho, with our understanding of the

reservoir, tolcomplete adross the entire'intervaledue to-the
Iheterogeneity~of'the reserVoir and frac out and connéct all

- of those lenses together

Now why that's 1mportant statlstlcally 1s 1f you

‘were to do a dralnage calculatlon based off these two wells,

.they would probably have s1mllar reserves based off of how I

have drawn them on thlS dlagram but Well A would probably
calculate a much hlgher dralnage area, versus Well B And,

in reallty, the drainage area would be Very_51mllar, but they

would calculate much different. 'So it's important_for us to

take a statistical view of all of our calculationslwithin the
. Q. And how would you characterize the diffetence.in the
porosity.in this area?

A. There is -- there is large ---again, large variances
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Yeso.

Q. Let's turn to Concho Exhibit 19, if you could, and

review this for the Examiner.

A, This is a three well cross_section on the Electro
Lease ih 17-30. And these are three wells whioh are ten-acre
offsets to each other, and just by looking at the, I guess
the poros1ty that you see there on those three logs, -you
would assume that the log in the middle would probably be the
most'productive if'you werezﬁust going by the log | |
charaoteristics, and'the log'to the right would probably'be
the poorest well based off of what you see on the log

| » ' In reallty I put EURs down at the bottom, and you -
can see(_thebwell-ln the middle actually has the lowest EUR,p
ah& thevweli‘to thefright:actually-has the highesthEUR;-'So'."r
again, what I'm saYing is-there:is_no correlation between _
what you see at the wellbore and the'productivityvof'the'
well. |

.Q. ;'Andvthis supports Conoho's-statistical approaoh -

- Yes.

Q. -- tO'drilling and competing-in the Yeso°'
A

‘ThlS is ‘why Concho completes across the entlre

interval, to make sure we connect all of those productlve

‘lenses together, and,_therefore,-maximiZe the recovery within

each well.

"Q. Okay. Let's turn to Concho's Exhibit Nﬁmberrzo.
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'seen at. the wellbore and productivity.

- make sure that. you are, I gﬁéSs,-completing the whole

, . Page 41
What is this slide show?

A. This is a cross plot that I preﬁared, and this is
similar to that cross section, butAit's_more of a statistical
view. I plotted initial 12¥moﬁﬁh cumulative oil production
versus PhiH, andAI.Qhose wéllé that had the least 12 months
of producﬁion, and also wells that had both the Blinebry aﬁd
Paddock'completed within the first three monthé. “And I
wantedAto see if theié was a correlation again between PhiH

And as you can.see £rom this-plot,.there iské

horizontal distribution} which is_textbook distribution for

there beihg no correlation,- In fact, if you notice, some of

your higher points have the lowest PhiH, and some of the

lowest have the highest PhiH. So again, there is no

¢orrelation bétWeen produdtivitY‘df oilfand'PhiH seen at the

wellbore.
Q. What does it say then about Concho's view on taking
the statistical approach to ;he‘resérvoir?

A. :It's'necessary.to -- to take a statistical view to

interval.
Q. Let's go to Exhibit Number 21. What does this slide

show us?

ettt

A. This is now similaf.to the diagram T put up'earlier,_'f

but this is really just to give you a bird's eye view of Why'

T e T g S P
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we develop it the way that we do. As Mr. Ezeanyim stated in.

the prior hearing, the allowable is somewhat a function of

drillin§ activities. And based off the way that we see the

reservoir with the compartmentalization of it, it's necessary

for us to continue drilling -- you know, it's necessary for
the prevention of waste to continue drilling, and we need a

higher allowable to be able to satisfy our current drilling

~activity.

Q. , Okay' Let's go to Concho's Exhibit‘Number 22.

~Rev1ew thlS sllde for the Examiners.

. A, | ThlS is another scatter plot of GORs, and what this
is, each p01nt represents a 51ngle well and that's the”
1n1t1a1 six-month GOR for each well completed in the Yeso-
across the'shale. 'And what I was looklng for here was, was
there a w1den1ng or a, you.know, as you starl seelng the GOR

break out as you continue to drlll and 1nf111 drlll, and

“because if you are competing for reserves; then you would

_expect to see these 1n1t1al GORs begln to increase, and you

don't-see that. You see a nice flat trim there between 1000

~and 2000 really remaln ‘constant all the way through the

development of the Yeso And what thlS -- what you can
conclude here is that those reserves have not been negatively
affected by the wells that have been drllled to date.

Q. And so is this showing that there is acceleration

when you are infill drilling?
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'feserves, and there has been no negative'effect on the

is our bést data set to look at the effects of unrestricted

. see there around 2006 where the well count starts to take

Page 43

A. Not in my opinion, no.

Q. Whaﬁ is your opinion as to what the effect on
reservoir ehefgy is? |

A. It was not negatively affected by prior drilling.

0. ‘Let's go to Concho Exhibit Number 23. What is that?

‘A. " This is vefy similar to the preyious_slide. Each
dot agaiﬁ represents an individual well, and these are the

peak monthly rates for all of the wells drilled in the Yeso,

. and I have narrowed this plot down to be the first well in
_the proration-unit and the fourth well within the proration

‘unit. BAnd what's important to observe. is the fourth well,

the dark black dots, you don't see a lower trend in those
dots compared to the first well within the proratlon unlt
Agaln, thlS is another 1ndlcatlon that you are not-

competing fdr»energy here, you are not competing for

reser&oir-due to'YOﬁr-earliér'driiiing;

Q. Let's go to Concho Exhibit Number 24. What'is
that? |

A. '“Withiﬁ theerSO'er a long periéd of time aéross the

shelf, all operatbrs produced unrestricted, and'I.think that

pfoduction on the Yeso. - And what you can see here is a

plot -- this is COG's ‘total Yeso productién -- and youtcan'

T N T e Y ey R~ g T oy S8 SN S5
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off. That was where Concho got involved and began their
activity in thisg area, and you can alsoc see the oil
produétion incréase significahtly. But ﬁhe most important
thiné that I think you can see on here is that decrease in
the GOR down at the boﬁtom, and you_can see that as wells are
drilled; those wells are interseéting new reserves,:and'you
are seeing the average GOR lower over.time because thqse new
wells are again intersecting new'reserveé and adding
incremental oil. |

Q. vAnd o this is shbwiné that there has ndt.been‘aﬁ
impact on GOR with-increase'in-driiliﬁg?

A. Thefe_has not_béenzén impaét_on GOR other than the -

total GOR coming down to new reserves being added, so --

0. Okay. Let's go to Exhibit Number 25. What is this ||

-slide?

A.. These are -- what I put on here were well tests that

we drilled for someiof our most recent wells that we.drilléd

within the_Burch Keely and,Dodd.» Theée are oil tests, and f
have also indicated on_there'the~gﬁrrénﬁ 80-barrel-oil- |
per-day élloWable, and eaéhjof,those wells on -- or‘eaqh
point represents'aAsingle well. And what's?important to‘ﬁbté
is the individual wellé that are.cdming on well above the,"
allowable. And this ié*—;-this isp't;anything atypical,

again, for'allioperators, you know, up until this‘point have

‘produced unrestricted within the Yeso. So this is what you.
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would typically see in the field as you are completing wells.
And it's important to note how far above the allowable we
were producing, so --

Q. This is just a peak oil test?

A. Yes, this is just a peak oil test. I'm sorry.
Q. I think you said that, but I wanted to make sure

it's clarified. Okay.' Let's'go to Exhibit Number 26.

A. Now, if the allowable wasn't raised and we~were,‘I o

- guess, asked to stay under the existing_allowable, what that

would do, it wonld delay our deVelopment significantly. You

know , if you -- this 1s actually assumlng less than 100

barrels a day initial rate, and 1f you look back at the

previous sllde, you can’ see that we have outperformed that .
quite significantly.
So this -- this plot could be even stretched out

even further. It WOuld be longer'than 15 years'if we were

‘not granted a lot hlgher allowable And there are many

negatlve effects to increasing that tlme, you know, many of
them operational, and also, you_know, there is some reServoir
reasons for not.wanting to streteh'that time out.

Q. And what are some ef those_reserveir'reasons that
you don't  want to stretch.the time out? | |

A. Well, one of the things'we are looking at here in.

the Burch Keely Unit is we are -- we tested the possibility".

of a waterflood, and you want to begin that as soon as
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possible. 1It's necessary to have your infrastructure in

place to be able to begin that, and so it's necessary for us

to be able to get that involved or get that in and begin

.secondary recovery.

Q. Mr. Midkiff, based on your engineering study of the

‘Burch Keely and Dodd Units, what, in your expert opinion,

should be allowable in the GOR for the.proposed new pools?
A. I believe an allowable needs to be in place, an
allowable that does not restrict production is necessary for

the prevention»of waste. It will allow operators to fully

develop the acreage in a timely manner, and also you won't -~

.you WOn't' like I say, encounter many_bf those operational

reservoir issues if we're allowed to produce unrestricted.

FQ; 3 And with respect to the GOR what is your oplnlon to
the GOR?

'A.v‘ In my opinion, an unlimited GOR.is appropfiate for.
the Yeso. | ‘

Q. And why is that?

A. Well, I have read'several'technical studies that

have been done on solution gas drive reservoirs by some of

_the most brilliant people that have worked in our industry,.

and they have -- they ran simulation and ran studies on some

of the most extreme cases out there. Now, you would

naturally assume that highef pefmeability and-perosity would

probably tend tQAallow gas to break out withinvthe reservoir
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and cause a waste in reservoir energy. Now, if you look at
those technical studies, there are studies that were run at
Five Darcy, and the conclusions from that wére‘higher

production rates actually increased your ultimate recovery.
| Early on they were saying that there was no'effect,

but that was -- there was only one paper that I came across

that said that. Over the next 20, 30 years there were

multiple papers that came out saying they saw increased -
reCOveriés with higher production rates.
If'you'actually look at the most recent studies they ' |

do on this, they dQn't even ask why anymdre, they don't even

~ask if that's,true. I mean, they accept that you do:get'

higher recoveries with higher producing ratés, they stért to
aék‘why do ycu get that. And there is any nﬁmberiofvtheories

out there that they are trying to come up with as to why you

get better ultimate recoveries with higher producing rates.

Some of them range from the gas working as a friction

réducer,-I mean, that's stuff that I'm not sure I really want
to dive,into; but from the experts that have studied these
éﬁbjectg, those are their conclusions.

Q. In your opinion,. will the granting of these

.applications be in the best interest of conéervation; the

prevention of waste and the protection of correlative

'rights?

A. Yes, they will.
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1 Q.- Mr. Midkiff, were Exhibits 17 through 26 either

2 preparéd by you or compiled under youf direct superviéibn?

3 ‘A.  Yes,. they were. |

4 MS. MUNDS-DRY: Mr. Jones, we move to admit Exhibits

5 A 17 through 26 iﬁto evidence. | |

6 EXAMINER JONES: Exhibits 17 through 26 will be
"7 admitted. .

8 . (Exhibits 17 through 26 admitted.)

9 . _ MS;fMUNDS-DRY:. And I have'néthing'furthgr’for Mr.
10 Midkiff. | | | |
11  EXAMINER JONES: Maybe if you can send some of ‘thesela' |

12'-,feferénce3jto papers throﬁgh your attorney, and she -- -

13 - THE WITNESS: Yes, sir. Absolutely.
14 . MS. MUNDS-DRY: Be happy to.
15 . EXAMINER JONES: Did you look at this R199 that was

16 _issued in 1950? It would be quite a job to look at the case
| 17 - because we. would probably have to scan it énd'we'll;probably

18 . have to look at. it through the microfiche.

19 Ms. MUNDS;bRY:l It's actually on your website.

20 o | lEXZ\MINEﬁ JONES: It is?

21.. . THE WITﬁESS: I have actually read the order;__

22 - . ‘a‘MSW MUNbS—DRY:A'Theré_ié about five documents in the |

23 order.
24 '-'_  - EXAMINER JONES: So extremely -- I don't know what

25 the pricing and the environment was back then, or whether

e e, YRR vy

PAUL BACA PROFESSIONAL COURT REPORTERS

c67b2850-8436-4810-a57d-e504b9b2689



10

11

12

13

14

15

16

17

18

19

20

21

" 22

23

.24

25

- Page 49
they were actually able to sell gas, natural gas at that-

time, but‘fOr some reason they gave it an unlimited GOR. Do
you have any ideas why?

THE WITNESS: - Well, there was an oxrder about the‘
gsame time frame in the Maljamar Paddock Pool in which they
granted unlimited GQR there as.well, and part of the
operatersf testimeny was that they -- they kept_having,to
curtail their prodaction for purposes of the allowable, so
that was causihg the‘GOR'tQ increase further and causing it

te be penalized,further,.and therefore they were seeing

_negatlve effects, and I can't remember if they a85001ated

that to waste at that time as far as seeing that 1ncrease 1n

GOR due to shutting in the wells, but around that same time
frame as R199, the West Maljamar Paddock Pool, that was the
testimeny thatfwas éiﬁen'as far as the Eaddbck there. I
don't remember off the top of- my ‘head for R199, though.

EXAMINER JONES So the reasons back then may not. be'
the»same reasons yeu_are asking for it now. I mean, they
didn't sell;afletuof natural gas back in the 19505.

THE W’fTNESS:- ‘No, sir.

EXAMINER JONES:_ They flared a lot of.gas.

'-TEE~WITNESS: I.guess I shouldn't speakrdefinitely .

about that; I wasn't around then, but, yes, sir. But I do

" think they~are‘somewhat connected. If you see GOR increase

due to shutting in wells, I think the gas associated from
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" you referrihg to laterals?

Page 50 |

that increased GOR, yoﬁ can.associate oil to that gas and

that may be reservoir energy that was wasted there. I mean,

~ that's my intuition.

EXAMINER JONES: So, I mean, the gas breaks out due
to a pressure differential created by earlier production and
gets closer to the well and in that way lgses its energy.
This is a solution gas drive?

THE WITNESS: Yes, sir. Yes, sir.

EXAMINER JONES: ‘So that's.the only drive mechanism?

- THE»WITNESS; ;Tofmy_knowledge, yeé, sir.

. EXAMINER JONES : * The_Water‘—- it looks like your
water .went up when thé last.drillipg prégram started, Thé'
water rate WentAup, but, in'othér wofds;.thére is no water
drive here? | | |

THE WiTNESSd I_haveﬁ;t”seen that, nd, sir.

_ EXAMINER JONES: Are you going to the -- is someone

picking the targets on these wells? I mean, statisticélly it

looks like your vertiéal wells, étatistically, gets‘a big --
you haVe'avbig, thick intérval, it had some random shows.
b' - THE WAITNESS.:‘ Yes, sir.
'EXAMINER JONES: So it just depends on, I guess, oﬁ
vertical .versus horiédntal? - o
| THE WITNESS: It dées. our geologists and

compietions engineer ;Ypically work together to decide.: Are_ 
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three of the constant well numbers between 2003 and 2006.

v have any'idearwhere‘the bubble point and current pressure's

‘pressure is probably; in -the deyeloped'areas, we think it's
- going to be closer to around 2000 PSi;'and initially we think
>it's got to be close ‘to the bubble point pressure, maybe é

, littie bit above, but we think it has to be very close to

when it first --

| Page 51 |
EXAMINER JONES: Yes.

THE WIfNESS: They'typically decide where they want
to land laterals based on the completion characteristics that
our completion engineers see and ouf geologists work togethefg
to pick those landing spots. |

EXAMINER JONES: _it looks like you've got your

decline rate here, at least one of them, because you've got

Look .on Exhibit 24 ..

THE WITNESS: Yes, sir. -

EXAMINER JONES: And at thatiﬁime your oil went on a
dedliné, and ldOké like your éas stgfted gOiﬁg up a 1itt1e.

Maybe you are below the bubble point, do you think? Do you

at here?.
THE WITNESS: The bubble point pressure is, we think
it's around 26 hundred pounds. I can gét_ybu an exact

p:éséure, but it's in that neighborhbod. ,Current_reservoir

that bubble point pressure.

EXAMINER JONES:" Ihitiélly'meaning now initially, or .
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THE WITNESS: In undeveloped areas.

EXAMINER JONES: In undeveloped areas?

THE WITNESS: Yes, sir.

EXAMINER JONES: So not a whole lot more than bubble
point?
| THE WITNESS: No, sir.

EXAMINER JONES: Why would you want something

' differeht than what was granted for the rest of the Grayburg
- Jackson -- I mean, not Grayburg:Jacksbn,.but the Yeso in this
‘last. order? Is that just.what you have been trying to tell

" me ‘all aidng?

TﬂE'WITNESS: 'Well we - we did ask for the
ﬁnllmlted GOR in. that hearlng as well, and we weré'graﬁted.
the - 3000 to 1. We do feel that unllmlted is approprlate,
but %—: |

EXAMINER JONES: You know-ﬁow tO'—— how yéuvv

calculate'it right? I mean, your llmltlng gas GOR is times

: your llmltlng 300,.so it would be 3000 times 300 for any one

40-acre proratlon-unlt.
THE WITNESS: Yes, sir.
EXAMINER JONES: So that's a lot of gas.

THE WITNESS; It is a lot of gas, and really, we

g were just going by what was theoretically, I guess, 

épprdpriate.

EXAMINER JONES: Yeah.
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Page 53 |
THE WITNESS: Concho can operate, I guess, under the

3000 to 1, but we do believe theoretically it's appropriate
to have an unlimited GOR.

EXAMINER JONES: More unlimited. Do you do cores

out here, or are you going to do any cores for any reason or’

'sideball cores or --

THE WITNESS: We have a very extensive library of

cores. Mr. Broughton can speak on that a lot more than I

have. .

EXAMINER JONES: I s'hould have asked him.
-TEE'WITNESS: Yeah, geologlsts like that stuff o
EXAMINER JONES- And you: ‘probably somewhere have ev‘

relatlonshlp between your core por051ty and log poros:.ty'>

| THE WITNESS Yes, sir.

' EXAMINER JONES: And it's probably no relationship

at.ail? | ; |

| THEIA WTTNESS: Well, what we have --

EXAMINER.JQNES:» Or no correlatioh:at eii,

THE WITNESS: I can't speak on that right now.

‘That's not something I have studied. I-know others have, but

_that's not somethlng I have studied, so --

EXAMINER JONES : What about -~ do you. have a set of
pressures, and relative curve pressures that you would use?

-:THE WITNESS: I don't know that we have the curves.

The -- the variances are so huge that you see, and there is

PAUL BACA PROFESSIONAL COURT REPORTERS

c67b2850-8436-481 0-a57d-9504b9b26f89



10

12

13

| 16
17
18
19

20

24

25

11

15.

21
22

23

Page 54 _

éuch a wide rénge of permeablllty, we might have that data 1f
I'could talk with some of our geoscientists.

EXAMINER JONES: That's all right. The -- your oil
gravity?

THE WITNESS: TIt's right around 42.

EXAMINER JONES: That's pretty good oil. y I

THE WITNESS: Yes, sir. ' - ' .

EXAMINER JONES Ié it sweet?

THE WITNESS: Yes, sir. Yes, sir.

EXAMINER JONES: And there is no relationship to

what you see in the logs as to what you are going to get? .

THE WITNESS -As far as product1v1ty, no, sir, due

_ to the heterdgeneity, you know, thét log may be defined_as 6

inch or a 6-inch radius outside of the wellbore there, and

something that's this heterogeneous, you don't know what

happens past'that; And the confirmation_also is that

development in this area_for a long time was just acid, and

:it was definitely.statistical then because. it really became a |

 'functi6n of_what'couldjyou dri1l into. Until we started

fracking the wells and'reaéhing out in the other lensés that

were out there that weren't quite close our wellbore, that's

-when we started economic wells a better statistical basis;

So you know that you are reaching out and touching new

reservoirsg, and that's stuff that's not showing up on your‘

logs.
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i EXAMINER JONES: So this map you have to still run ;
2 the logs, I take it? 4 |
3 "f THE WITNESS: -Absolutely. We need to know where the g
4 formation is at. . z
5 o EXAMINER JONES: The geologists would revoit if you 3

: 6 didn't run the log;-.Yeah, so --Oand_somgtimes in areas where

7 logs don't~show you anything, they have to core, you know,
8 but this is not one of those areas, I take it?
9 " THE WITNESS: We ‘use a lot of well patrol'in this

10' -area.

11 EXAMINER JONES: But I mean, for the rock

12O pfopertieé, and -- you would havérto core. |

13 o THE WITNESS: Yes, sir. |

14:O | EXAMINER JONES: But the 1ogs'éré good énough,’ you

}15 qah‘gét lithoibgyf"‘

16 “: - THE WITNESS:' Yes,'sir? We can gétOtops.b That's

17 _thebmost importént‘tﬁing weOget off.the logs to fihd put

18 = where we are at. | OO .A |

i9'.» , B EXAMINER JONES: Okay. -And as'far“as'this; you are:l‘%
. . - o ’ : g

| 20 asking for 3007?

21 THE WITNESS: Yes, sir.

22 ,. - EXAMINER JONES : _Under bbth of these qnits?

23 | - THE WITNE,SS:  Yes, sir. | "

24 . EXAMINER JONES: Why did yo;i pick that number?
25  THE WITNESS; Well, if we -- when I looked;acfossf
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Page 56

the shelf -- and there's some slides we had in the previous

presentation that showed the rates that we were reaching in

" some of our proration units, and that number was around 300.

‘Sometimes we went over that, but we felt like that was a

number that would allow us to operate.
 EXAMINER JONES: Okay.

THE WITNESS: And you see, -again, if you look at

'.the,-- this plot here -- I'm not sure whlch exhibit it is.

MS. MUNDS DRY: 25.

' THE WITNESS: I'guess, if anything, based off of

aﬁthisvplot; I would ask to go higher because‘We!ve-been'-
‘driliing some pretty good wells, but I feel like 300 barrels

. a day would allow Concho to operate

EXAMINER JONES : Speaklng of that you do ‘the

economics? S o e : : i

THE WITNESS: Yes, sir..

EXAMINER JONES: So you have done sénSitivitieS'On'

_ whéthér;?ou’could_get'reStricted would hurt your economics?

| THE WITNESS: - You would definitely see a decrease iﬁA'
YOﬁr_rate ofAretufn.' . | | . |
EXAMINER JONES : Okay. Sb'no.restriction'ét all
would -- would hglp yéur'eéontﬁics?» » | |
' THE WITNESS‘: Absolﬁtely. '

EXAMINER JONES: Enable to YOU'tO present work them

better, dfi;l all your wells now and get the --
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THE WITNESS: Well, ' you know, another thmg, the :

reason it helps our economics is we think we are going to
produce more oil if production is unrestricted, and that’'s

based off the technical studies that we have. So there is

multiple benefits'to being able to produce unrestricted..

EXAMINER JONES: Okay. Are you --.so are you

- possibly going to look at maybe a waterflood ability by the

core and running it through some lab tests? - -
THE WITNESS: Yes, sir. Another one of our.

engineers is heading up the waterflood projéct.'”I'm working

on, aﬁd_welll>bé.d§ing that data where it necessitates.
EXAMINER JONES: - I‘donﬁtrhave any more questibns;
EXAMINER BROOKS: No questions.

MS. MUNDS-DRY: I have nothing further from

Mr. Midkiff.

EXAMINER JONES: Thank you very much. Is that the

‘last witness?

S . MUNDS-DRY: That.j.s the last witness. BAnd,
Mr.'Jones,'you had’éskedAthe Othér landﬁan, Mr. Gaynéi, if we
héd,any sUggéstiéﬁs for a name»of'pools,;andAMr. Brbughtoﬁ
has come up with éoﬁe really smart names.. Wait'until’you>

hear this. The Burch Keely Glorieta Yeso Pool, and the Dodd

Glorieta Yeso Pool. dJust as a suggestion.
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bask, if you have no other questions( that'you'take the matter

thevpool names?

two cases under advisemeht.v I don‘t_have my --

.under advisement, and let's take 'a 15-minute break. -

: i
, : - Page 58 |
EXAMINER JONES: Nothing like --

EXAMINER BROOKS: Sounds like a brilliant dne to -
me. |

MS. MUNDS-DRY: Mr. Broughton is_a very bfilliant
guy . ‘

EXAMINER JONES: Okay. |

MS. MUNDS-DRY: We have nothing further. We would

under advisement.

EXAMINEE JONES: Mr. Broﬁgbtonf“ébgld you talk'tb
Paul Foutz and'sugggst those‘names_ana let me knoW'tthugh
your attorney_whethe: What he says. | |

MR. BROUGHTON:O So just viéit'wiﬁh him concerning
 EXAMINER JONES: - Names, yeah.
MR. BROUGHTON: T will.

| EXAMINER JONES: . Okay. With that, we'll take these

MS; MUNDSéDRYtA Thank_you, Mr{ Jones. Thank you,
Mr. Brooks.

EXAMINER‘JONES: "Case Number 14669 and 14670 taken
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2
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5 above-captioned case were'taken beforé me and that I did
6 report iﬁ stenographic.shorthand the proéeedings set forth
7 herein, and the foregoing bages are a ;rue and correct
8  transcription to the bést of my ability.
‘.9 ' | I FURTHER CERTIFY that I am nelther employed by nor:
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il attorneys in this case-and that:I pave no interest whatéoever:
12 iﬁ the,finél disposiﬁion of ‘this case ih,any.go;rt.
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