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STATE OF NEW MEXICO 
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IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION DIVISION FOR THE 
PURPOSE OF CONSIDERING: 

APPLICATION OF GRUY PETROLEUM MANAGEMENT 
COMPANY TO EXPAND THE WHITE CITY-
PENNSYLVANIAN GAS POOL, EDDY COUNTY, 
NEW MEXICO 
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BEFORE: DAVID R. CATANACH, Hearing Examiner 
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This matter came on f o r hearing before t h e New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, November 20th, 2003, a t the 

New Mexico Energy, Minerals and Nat u r a l Resources 

Department, 122 0 South Saint Francis Drive, Room 102, Santa 

Fe, New Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter 

No. 7 f o r the State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:58 a.m.: 

EXAMINER CATANACH: At t h i s time I ' l l c a l l Case 

13,139, the A p p l i c a t i o n of Gruy Petroleum Management 

Company t o expand the White City-Pennsylvanian Gas Pool, 

Eddy County, New Mexico. 

C a l l f o r appearances i n t h i s case. 

MR. FELDEWERT: May i t please the Examiner, 

Michael Feldewert w i t h the Santa Fe o f f i c e of the law f i r m 

of Holland and Hart, appearing on behalf of Gruy Petroleum 

Management Company, and I have two witnesses here today. 

EXAMINER CATANACH: Any a d d i t i o n a l appearances? 

Okay, w i l l the witnesses please stand t o be sworn 

in? 

(Thereupon, the witnesses were sworn.) 

ROBERT DAWS. 

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. FELDEWERT: 

Q. Would you please s t a t e your f u l l name and place 

of residence f o r the record, please? 

A. My name i s Robert Daws, I r e s i d e i n Jacksboro, 

Texas. 

Q. And by whom are you employed and i n what 
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capacity? 

A. I'm employed by Gruy Petroleum Management Company 

as a landman. 

Q. Have you p r e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n ? 

A. No, s i r , I have not. 

Q. Why don't you b r i e f l y o u t l i n e your e d u c a t i o n a l 

background? 

A. I graduated i n 1982 w i t h a bachelor of science 

degree i n business management from Oral Roberts U n i v e r s i t y . 

Q. And then d i d you begin your employment i n the 

f i e l d i n 1982? 

A. Yes, s i r , I sure d i d . I a c t u a l l y began i n 1982 

i n the Rocky Mountain r e g i o n , working mostly the Rocky 

Mountain. As f a r as Permian Basin, which i s p e r t i n e n t t o 

t h i s case, I began i n 1993 working f o r B u r l i n g t o n Resources 

through 1996. Then I worked f o r B e t t i s , Boyle and S t o v a l l 

from 1996 t o 2001, and then worked — I've been working 

w i t h Gruy Petroleum since March of t h i s year. 

Q. Since 1993 have you been employed as a landman? 

A. Yes, s i r . 

Q. Okay. Are you c e r t i f i e d ? 

A. Yes, s i r , c e r t i f i e d p r o f e s s i o n a l landman. 

Q. Okay, and are you 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 was f i l e d by Gruy i n t h i s case and the s t a t u s of the 
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lands i n the subject area? 

A. Yes, s i r . 

MR. FELDEWERT: Mr. Examiner, I would tender Mr. 

Daws as a petroleum landman. 

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

Q. (By Mr. Feldewert) Mr. Daws, would you please 

t u r n t o Gruy E x h i b i t Number 1. Would you i d e n t i f y t h a t and 

review t h a t f o r the Examiner, please? And a t the same 

time, i d e n t i f y f o r the Examiner what Gruy seeks w i t h t h i s 

A p p l i c a t i o n . 

A. Okay, E x h i b i t Number 1 d i s p l a y s t h e White C i t y -

Pennsylvania Pool i n Eddy County, o u t l i n e d i n yel l o w . I t 

a c t u a l l y extends f u r t h e r t o the south, but f o r our purposes 

here i n what we're t r y i n g t o a t t a i n , i t b a s i c a l l y show what 

we're t r y i n g t o do here. 

O u t l i n e d i n red i s Section 14, which we're 

wanting t o i n c l u d e , have the pool expanded and i n c l u d e 

Section 14. I n t h a t red c i r c l e [ s i c ] there's numbers 1, 2, 

3 and 4. Number 1 w e l l i s the Bradley 14 Number 1, has 

been d r i l l e d i n the northwest q u a r t e r . 

We have c u r r e n t l y had permits approved by the BLM 

on the Number 2 and the Number 3 w e l l . Number 2 permi t was 

approved by the BLM March 4th of t h i s year. Number 3 w e l l 

up i n the northeast quarter has been approved by the BLM 

10-17-03, l a s t month. Number 4 w e l l i n the southeast 
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q u a r t e r i s pending approval. I t was sent t o t h e BLM 

September 5th of t h i s year. 

We also have a master d r i l l i n g p l a n t h a t ' s been 

approved f o r the White C i t y area, approved 8-26-03 by the 

BLM. 

Q. I s t h i s a — This White City-Penn, i s t h i s a 640-

acre pool? 

A. Yes, s i r . 

Q. A l l r i g h t . And you're asking t o i n c l u d e Section 

14. Has t h i s pool been p r e v i o u s l y expanded by the 

D i v i s i o n ? 

A. Yes, i t has. I f you t u r n t o E x h i b i t Number 2, 

under Order R-11,013, i n J u l y of 1998 they expanded the 

pool t o i n c l u d e Section 7. Section f a l l s o f f the corner, 

the r i g h t - h a n d corner of t h i s map, and w e ' l l have an 

e x h i b i t l a t e r on t h a t y o u ' l l be able t o see i t i n f u l l , 

White City-Penn Pool area. But t h a t was expanded i n J u l y 

of 1998 t o i n c l u d e Section 7. 

Q. Okay, and you're asking today t o i n c l u d e Section 

14 i n t h i s pool? 

A. Yes, s i r , I sure am. 

Q. Are t h e r e s p e c i a l pool r u l e s f o r t h i s 640-acre 

pool? 

A. Yes, t h e r e sure are. E x h i b i t Number 3 shows 

Order Number R-2429-E, and — which was issued i n October 
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of 2002. And Rule Number 4 and Number 4.(A) were both 

amended by t h i s order t h a t allowed i n f i l l w e l l s i n each 

q u a r t e r s e c t i o n . 

Q. So by v i r t u e of t h i s order, i s t h i s pool now 

being developed w i t h the same w e l l d e n s i t y and the w e l l -

l o c a t i o n requirements as pools t h a t are spaced on 32 0 

acres? 

A. Yes, s i r . 

Q. You're allowed now t o have an i n f i l l w e l l i n each 

q u a r t e r section? 

A. Yes, s i r . 

Q. With 660 setbacks? 

A. You bet. 

Q. Okay. Now, i s Section 14 comprised e n t i r e l y of 

f e d e r a l lands? 

A. Yes, i t i s , i t ' s comprised by two leases. BLM 

Lease OC-065421 covers the east h a l f and the northwest 

q u a r t e r . And the second f e d e r a l lease i s LC-0402170, which 

covers the southwest quarter. 

Q. And so the r o y a l t y i s uniform throughout t h i s 

section? 

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

Q. Okay. Now, l e t ' s t a l k about the working 

i n t e r e s t s . I s t h e r e a j o i n t o p e r ating agreement t h a t has 

been signed by a l l p a r t i e s , t h a t includes Section 14? 
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A. Yes, there's a j o i n t o p e r a t i n g agreement t h a t was 

executed back i n October 15th of 1968, which covers the 

e n t i r e s e c t i o n , and the predecessors of c u r r e n t working 

i n t e r e s t owners executed t h i s . 

Q. Now, have a l l the working i n t e r e s t owners signed 

t h i s agreement? 

A. Yes, a l l working i n t e r e s t owners have signed t h i s 

agreement. I n t h a t agreement c o n t r a c t u a l i n t e r e s t s were 

e s t a b l i s h e d , on page 2 and 3 of the E x h i b i t A t o t h e JOA, 

which made the working i n t e r e s t ownership uniform 

throughout the whole s e c t i o n . 

Q. Okay, now j u s t f o r purposes of the r e c o r d , 

E x h i b i t Number 4 i s j u s t the f r o n t page and the s i g n a t u r e 

page of the JOA and then the amendment t h a t i n c l u d e d 

Section 14; i s t h a t r i g h t ? 

A. Yes, s i r . 

Q. Okay. Now, you mentioned t h a t t h e r e i s two 

f e d e r a l leases. What i s the s t a t u s of a communitization 

agreement f o r t h i s f e d e r a l acreage? 

A. Well, c u r r e n t l y we have c i r c u l a t e d a 

communitization agreement among the working i n t e r e s t 

owners. 

A l l have signed, w i t h the exception of one who 

had gone nonconsent i n the Number 1 w e l l , and t h a t ' s 

B u r l i n g t o n Resources. And so we j u s t need t o continue t o 
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pursue them. They have not i n any way i n d i c a t e d they would 

not s i g n . 

So we do have signatures on a m a j o r i t y of the 

p a r t i e s , and upon r e c e i p t of t h e i r s i g n a t u r e w e ' l l then 

submit i t t o the BLM f o r approval. 

Q. Okay. So from the BLM persp e c t i v e they've 

approved a master plan — 

A. Yes, s i r . 

Q. — master d r i l l i n g plan? 

A. Yes, s i r , they sure have. 

Q. They've approved the d r i l l i n g — They've issued 

APDs f o r t h r e e or fou r of your f o u r wells? 

A. Yes, s i r . 

Q. You're i n the process of f i l i n g paperwork f o r the 

fo u r t h ? 

A. Yes, s i r . 

Q. And then you soon w i l l have a communitization t o 

provide t o me? 

A. Yes, s i r . 

Q. A l l r i g h t . Now, I want t o t a l k j u s t b r i e f l y 

about the o v e r r i d i n g r o y a l t y i n t e r e s t owners. Has n o t i c e 

been provided — Well, l e t me ask you t h i s . 

I s Gruy E x h i b i t Number 5 the n o t i c e a f f i d a v i t 

signed by the esteemed member of the bar, Mr. James Bruce, 

p r o v i d i n g n o t i c e t o a l l of the o v e r r i d i n g r o y a l t y i n t e r e s t 
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owners? 

A. Yes, s i r . 

Q. Okay. Now, have you been able t o l o c a t e a l l of 

the o v e r r i d i n g r o y a l t y i n t e r e s t owners? 

A. We were able t o l o c a t e a l l of them except one, an 

M.M. Bradley and h i s w i f e . Last place of residence was 

Archer C i t y , Texas, which I p e r s o n a l l y went and searched 

t h e p u b l i c records and the p r o b a t i o n records t h e r e , i n 

Archer C i t y , Texas, and found i n d i c a t i o n t h a t Mr. Bradley 

had — was r e s i d i n g and/or doing business i n Eddy County, 

New Mexico, as of 1984. 

We then h i r e d a landman, Pete Cabella from Jones 

and Zweiner, t o go and search the records i n Eddy County, 

t o t r y t o l o c a t e Mr. Bradley and/or h i s w i f e , and were 

unsuccessful. 

Q. So you have provided, though, n o t i c e t o a l l the 

working i n t e r e s t owners you've been able t o — or t h e 

o v e r r i d i n g r o y a l t y i n t e r e s t owners you've been able t o 

locate? 

A. Yes, s i r , we sure have. 

Q. The only exception i s Mr. Bradley, who you've 

been unable t o locate? 

A. Yes, s i r . 

Q. A l l r i g h t . Now, you mentioned t h a t you have 

d r i l l e d the e x i s t i n g w e l l i n the northwest q u a r t e r and you 
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have permits t o d r i l l remaining w e l l s . Are a l l of the 

o v e r r i d i n g r o y a l t y i n t e r e s t owners going t o share e q u a l l y 

i n these f o u r wells? 

A. Yes, s i r , they sure w i l l . 

Q. I n your o p i n i o n , w i l l approval of t h i s 

A p p l i c a t i o n and expansion of t h i s pool be i n the best 

i n t e r e s t s of conservation, the prevention of waste and the 

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, s i r . 

Q. Were Gruy E x h i b i t s 1 through 5 prepared by your 

o f f i c e or compiled under your d i r e c t i o n and supervision? 

A. Yes, s i r . 

MR. FELDEWERT: Mr. Examiner, a t t h i s time I 

would move the admission i n t o evidence of Gruy E x h i b i t s 1 

through 5. 

EXAMINER CATANACH: E x h i b i t s 1 through 5 w i l l be 

admitted. 

MR. FELDEWERT: And t h a t concludes my examination 

of t h i s witness. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Daws, the two separate f e d e r a l leases i n t h i s 

s e c t i o n — i s the ownership between those two leases 

d i f f e r e n t , or i s i t the same? 

A. I t i s the same e s t a b l i s h e d by the JOA where 
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r a c t u a l i n t e r e s t s were e s t a b l i s h e d where they would be 

orm throughout the whole s e c t i o n . And so the ownership 

hose two leases are uniform. 

Q. Okay. The JOA covers the whole s e c t i o n . What 

d be the e f f e c t of not having a 640-acre spacing u n i t 

r a t h e r having two 320-acre spacing u n i t s ? Would t h a t 

an e f f e c t on anything? 

A. Well, we f e e l l i k e t h a t the l o c a t i o n of Section 

n r e l a t i o n t o the White City-Penn U n i t i n d i c a t e s t h a t 

same t r e n d found there flows over i n t o Section 14, and 

e e l l i k e t h a t — i n my best judgment — of course, 

o g i c a l l y i t ' s confirmed and y o u ' l l hear t h a t i n a 

t e , but t h a t t h a t would be best served by having a 640-

f o r Section 14 included i n the White City-Penn Pool 

Q. P u t t i n g the geology aside, though, i s t h e r e a 

erence i n terms of i n t e r e s t ownership and anything else 

would be adversely a f f e c t e d by having two 320-acre 

i n g u n i t s i n stead of one 640-acre u n i t ? 

A. Probably not. I n essence, they are — You know, 

ee l l i k e t h a t e v e r ything i s already j o i n e d t o g e t h e r by 

ue of the operating agreement, and we'd r e a l l y l i k e t o 

g t h i s i n d i r e c t alignment w i t h t h a t o p e r a t i n g 

ement, and we f e e l l i k e there's no reason f o r — not 

i n essence — you know, there's s t i l l i n f i l l d r i l l i n g . 
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e e l l i k e t h a t the pool, the whole 640 acres w i t h i n f i l l 

i n g i n each qu a r t e r would complement and t h a t — the 

ent JOA. And so we f e e l l i k e t h a t from t h a t aspect i t 

d be b e n e f i c i a l . 

Q. Okay, a t t h i s p o i n t i n time, Gruy does p l a n t o 

1 a l l f o u r w e l l s w i t h i n t h i s section? 

A. Yes, s i r . As was mentioned before, we d r i l l e d 

f i r s t w e l l i n the northwest q u a r t e r . We have p e r m i t t e d 

:ady approved by — permit's been approved already by 

BLM, two other q u a r t e r s , and the southeast q u a r t e r i s 

dt-pending an arch, study r i g h t now. So we have 

l i t t e d — asked f o r permits on a l l — e i t h e r been 

l i t t e d or asked f o r permits on a l l f o u r q u a r t e r 

ions. 

Q. Did you say t h a t B u r l i n g t o n — They are a working 

x e s t owner. Did you say they went nonconsent i n the 

t w e l l ? 

A. Yes, s i r , they sure d i d . 

Q. Are they subject t o a penalty f o r going 

onsent? 

A. Yes, s i r , they sure are sub j e c t t o the JOA. 

Q. What i s t h a t ? 

A. I b e l i e v e i t ' s 3 00 percent. 

EXAMINER CATANACH: Okay, I b e l i e v e t h a t ' s a l l I 

, Mr. Feldewert. 

STEVEN T. BRENNER, CCR 
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MR. FELDEWERT: We'll then c a l l our next witness. 

H.C. LEE, 

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 FELDEWERT: 

Q. Would you please s t a t e your name and residence 

f o r t h e record? 

A. Yes, s i r , my name i s H.C. Lee. I'm r e s i d i n g i n 

Ar1ington, Texas. 

Q. H p e r i o d , C p e r i o d , Lee? 

A. Yes, s i r . 

Q. And by whom are you employed and i n what 

capacity? 

A. I'm employed by Gruy Petroleum Management company 

as a petroleum g e o l o g i s t since May, 1997. 

Q. Have you p r e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n as a petroleum g e o l o g i s t and had your c r e d e n t i a l s 

accepted as a matter of record? 

A. Yes, s i r . 

Q. Are you 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 has 

been f i l e d by Gruy i n t h i s case, the s t a t u s of the lands, 

and are you f a m i l i a r i n p a r t i c u l a r w i t h the White City-Penn 

Pool i n Section 14? 

A. Yes, I am. 
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MR. FELDEWERT: Okay. Mr. Examiner, are the 

less's q u a l i f i c a t i o n s acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Feldewert) Would you — What producing 

i r v a l s , Mr. Lee, are w i t h i n the v e r t i c a l l i m i t s of the 

e City-Pennsylvanian Gas Pool? 

A. Pool cover the Cisco, Canyon, Strawn, Atoka and 

ow formations. 

Q. So w e l l s w i t h i n the White City-Penn Gas Pool are 

>wed t o commingle a l l f i v e of these i n t e r v a l s i n the 

i t t h a t they have the r i g h t well? 

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

Q. Okay. What are the prominent producing i n t e r v a l s 

:his pool? 

A. That w i l l be the Strawn and Morrow formations. 

Q. Has — Now, we mentioned the f a c t t h a t Gruy has 

:ioned a w e l l i n the northwest q u a r t e r , Section 14; i s 

. r i g h t ? 

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

Q. I s t h a t the Bradley Fed Com Well Number 1? 

A. Yes, s i r . 

Q. What i n t e r v a l s are p r e s e n t l y producing from t h i s 

A. This w e l l c u r r e n t l y producing from Strawn and 

ow formations. 
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Q. I s t h i s w e l l i n Section 14 producing from the 

Strawn and Morrow i n t e r v a l s as are p r o d u c i b l e i n the 

e City-Penn Gas Pool? 

A. Yes, s i r . 

Q. On what do you base t h i s opinion? 

A. Opinion based on since June, year 2002, Gruy 

oleum Management Company already d r i l l t o t a l 14 w e l l s , 

h i s 13 of the 14 w e l l s are located i n s i d e the White 

f i e l d , t he plus a d d i t i o n a l one w e l l i n Section 14. 

•s Bradley 14 Com Number 1 w e l l . T h i r t e e n of the 14 

s as of today already produce as commercial producers, 

l a t e s t w e l l i s C and K Number — Federal Com Number 3 

, which i s located i n Section 8, 24 South, 26 East. 

w e l l i s under completion stage r i g h t t h i s moment. 

Based on a l l those 14 w e l l s , compare w i t h the 

o g i c a l evidence, logs, producing i n t e r v a l s , I b e l i e v e 

i s common source as the White City-Penn f i e l d . 

Q. Do you have some e x h i b i t s here today? 

A. Yes, s i r , I sure do. 

Q. Okay, why don't you t u r n t o Gruy E x h i b i t Number 

Would you i d e n t i f y t h a t f o r the Examiner and review i t 

us? 

A. Yes, s i r . The E x h i b i t 6, the red dot i n Section 

s represent the Bradley 14 Com Number 1 w e l l , which i s 

te d 990 from west, 1650 from n o r t h l i n e , i s due 
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o f f s e t t i n g the Section 15, which 15 i s l o c a t e d i n White 

City-Pennsylvania Gas Pool. Then the White C i t y -

Pennsylvania Gas Pool i s represent our l i n e by cross-

shading cover the whole f i e l d areas. 

A d d i t i o n a l t h a t one, I put i n a w e l l name and the 

cumulative p r o d u c t i o n side by side w i t h each one w e l l s . 

You can see i n s i d e the White City-Pennsylvania Gas Pool, 

you o n l y o f f i c i a l l y represented by Pennsylvania gas 

cumulative p r o d u c t i o n , not d i v i d e d by any i n d i v i d u a l 

h o rizons, because t h i s pool i s combine a l l d i f f e r e n t 

f o r m a t i o n together. 

I f we moving from the pool t o the n o r t h , those 

areas i s under the s o - c a l l e d South Carlsbad f i e l d r u l e . 

You can see each i n d i v i d u a l formations have i t s own 

cumulative productions number, because they cannot 

commingle together. 

Q. So they're separate pools t o the north? 

A. Yes, s i r . 

Q. Okay. Whereas the White City-Penn includes a l l 

w e l l , you've i d e n t i f i e d f i v e producing i n t e r v a l s ? 

A. Yes, s i r . 

Q. Okay. I s there — have you — I n terms of your 

experience, have you n o t i c e d any d i f f e r e n c e i n the 

producing i n t e r v a l s between Section 15 and your new w e l l i n 

Section 14? 
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A. No, s i r . 

Q. Do you have another e x h i b i t f o r us t o review 

ay? 

A. Yes, s i r , I sure do. 

Q. Okay, why don 11 you t u r n t o what 1s been marked as 

y E x h i b i t Number 7, give everybody a minute t o p u l l t h a t 

, i d e n t i f y t h a t and review t h a t f o r the Examiner. 

A. Sorry, i t ' s a b i g one. This c r o s s - s e c t i o n , what 

t r y i n g t o do i s using the cro s s - s e c t i o n from Section 

which i s Federal 22 Com Number 2 w e l l on the r i g h t - h a n d 

s of the cro s s - s e c t i o n . This w e l l i s l o c a t e d i n the 

bheast q u a r t e r of Section 22. Also t h i s w e l l i s d r i l l e d 

complete by Gruy Petroleum Management Company. 

The center of the cross - s e c t i o n i s Pennzoil 

s r a l Com Number 3. I t ' s located southeast q u a r t e r of 

t i o n 15. This w e l l also d r i l l e d and complete by Gruy 

roleum Management Company. 

Then the l a s t one, the l e f t - h a n d side of the 

ss-section, i s the subject w e l l , Bradley Federal 14 Com 

ber 1 w e l l . I t ' s located west q u a r t e r of Section 14. 

i t i o n t o t h a t one, each one w i t h p e r f o r a t i o n s w i l l be 

Lined i n the center of the depth c h a r t where they 

i u c i n g from today. 

And i f we're doing t h i s comparison, you can see 

Morrow horizon c o n s i s t e n t i n a l l t h r e e of w e l l s . 
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A d d i t i o n t o t h a t one, Bradley Com Number 1 w e l l a l s o have 

a d d i t i o n a l p e r f o r a t i o n a t lower Strawn s e c t i o n , same as the 

Federal 22 Com Number 2 w e l l . 

Q. Now, you show a number of i n t e r v a l s ; i s t h a t 

c o r r e c t ? 

A. Yes, s i r . 

Q. And they're a l l consistent? 

A. Yes, s i r , they're a l l c o n s i s t e n t , Strawn, the 

lower Strawn, the Atoka, Morrow, the middle Morrow and the 

lower Morrow, a l l c o n s i s t e n t i n the same po o l , i n the White 

City-Penn gas f i e l d . 

Q. I n your op i n i o n , i s Gruy's e x i s t i n g w e l l i n the 

northwest q u a r t e r of Section 14 producing from the same 

common source of supply — 

A. Yes, s i r . 

Q. — as i s produced both i n the e x i s t i n g boundaries 

of the White City-Penn Gas Pool? 

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

Q. I n your op i n i o n , w i l l approval of t h i s 

A p p l i c a t i o n and the expansion of t h i s pool be i n the best 

i n t e r e s t s of conservation, the preve n t i o n of waste and the 

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, s i r . 

Q. What i s i t about the White City-Penn Pool t h a t i s 

important t o your a b i l i t y as a company t o d r i l l w e l l s i n 
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p a r t i c u l a r area? 

A. The p a r t i c u l a r areas, you can see before the — 

t i n g the a d d i t i o n a l w e l l s f o r each one q u a r t e r i n the 

e City-Penn f o u r areas, there's no w e l l d r i l l and 

l e t e i n east h a l f of the Section 15 and east h a l f of 

i o n 22. So what we are doing r i g h t now i s expanding 

White C i t y Pool t o the east. And d e f i n i t e l y t h e 

i t y of the sands and the r e s e r v o i r s , close w i t h edge of 

r e s e r v o i r , not as good as when we're moving t o the west 

of center of the White City-Pennsylvania Gas Pools. 

one w e l l costs t o us about $1.4 m i l l i o n t o d r i l l and 

l e t e . 

The producing r a t e f o r those horizons, which w i l l 

uch l e s s , the d a i l y production r a t e s , than those o l d e r 

s t o the west. I f we do not complete them a l l together 

or example, the Atoka r e s e r v o i r s i n here i s — can be 

t e r carbonate rocks, depending on the f r a c t u r e systems, 

e don't have good f r a c t u r e systems, the c a p a b i l i t y t o 

he d a i l y r a t e i s very low. For example, maybe 1500 MCF 

day. 

And also the Strawn, you can see, i s very t i g h t , 

p o r o s i t y h o r izon. Occasionally, i f you're f i n d i n g the 

er f r a c t u r e p o r o s i t y horizons, then you have a higher 

As of today we are not have any evidence the Strawn 

Atoka h o r i z o n , i f j u s t by i t s e l f , can capable t o 
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uce enough gas t o pay f o r the w e l l . And t h i s reason we 

est extension t h i s one t o the Section 14, as the same 

as the Section 15 and 22 White C i t y Gas F i e l d . 

Q. So does expansion of t h i s gas pool i n t o Section 

i v e you the economic f l e x i b i l i t y and the economic 

i f i c a t i o n t o d r i l l w e l l s i n each q u a r t e r section? 

A. Yes, s i r , and i t w i l l prevent waste gas i n the 

wn-Atoka i n the event cannot stand by i t s e l f , t o d r i l l 

11 t o complete t h a t . 

Q. Okay. Were Gruy E x h i b i t s 6 and 7 prepared by you 

nder your d i r e c t i o n and supervision? 

A. Yes, s i r . 

MR. FELDEWERT: Mr. Examiner, a t t h i s time I 

d move the admission i n t o evidence of Gruy E x h i b i t s 6 

7. 

EXAMINER CATANACH: E x h i b i t s 6 and 7 w i l l be 

t t e d . 

MR. FELDEWERT: And t h a t concludes my examination 

h i s witness. 

EXAMINATION 

XAMINER CATANACH: 

Q. Mr. Lee, the Federal 22 Com i s producing from the 

wn i n t e r v a l , and I n o t i c e t h a t the new w e l l , t he 

le y Federal — 

A. Yes, s i r . 
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Q. I s t h a t p e r f o r a t e d i n the Strawn? 

A. Yes, p e r f o r a t e d . A c t u a l l y i s — only have one 

1 p e r f o r a t i o n s r i g h t now around 10,650 t o 10,655, the 

zons. We plan t o have more p e r f o r a t i o n s l a t e r , a f t e r , 

e can get permission granted by t h i s c o u r t . 

Q. Okay. The middle w e l l , the Pennzoil Federal Com, 

about t h a t one? That 1s not producing — 

A. That's not producing r i g h t now. The reason i s , 

w e l l — so f a r , t h a t w e l l cum about 287 m i l l i o n cubic 

of gas since about March year 2003 and c u r r e n t s about 

l f a m i l l i o n cubic f e e t of gas per day, and we do not 

t o k i l l the w e l l a t t h i s moment. A f t e r the w e l l get 

r r a t e , w e ' l l go back i n t o add a d d i t i o n a l Atoka and 

wn i n t e r v a l s i n t h a t w e l l . 

Q. Okay, the Morrow sands t h a t you're producing i n 

area — 

A. Yes, s i r . 

Q. Are they continuous and can they be c o r r e l a t e d 

ss t h i s area? 

A. Yes, i n a way, because i n here the reason I d i d 

work i s because the Morrow, upper, middle and the 

r , a c t u a l l y my — pe r s o n a l l y I d i v i d e them, become 15 

erent sandbodies i n here. They come and goes i n the 

s. So depending on which one you're h i t t i n g , they are 

uniform, they cover the whole areas. D i f f e r e n t 
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body w i l l cover d i f f e r e n t area. 

Q. Are the r e some sands t h a t are continuous from, 

Section 15 over t o Section 14? 

A. Yes, the — I f you w i l l take a look, the so-

ed — the middle Morrow, j u s t below the middle Morrow 

he 11,410 t o 11,430, t h a t ' s one i n the Bradley 14 Com 

er 1 w e l l you can see i s c o n s i s t e n t l y moving t o the 

z o i l Federal Com Number 3. That one occur i n the 

80 t o about -388. Also same h o r i z o n w i l l be up here i n 

Federal 22 Com Number 2 w e l l , and t h a t was 11,334 t o 

t -4 6. That's one of the sand continuous over t h e r e . 

The second one p r e t t y w e l l i n the adjacent areas 

be close t o a lower p o r t i o n of the middle Morrow sand, 

he Bradley 14 Com Number 1 w i l l be 11,600 f e e t . That 

ar i n the Pennzoil Federal Com Number 3, 11,52 0 t o 

50 horizons. 

Again, also the lower member of the lower Morrow 

, the Bradley Federal Com Number 2 — I'm s o r r y , 

l e y 14 Com Number 1 w e l l a t 11,824 t o 11,832, t h a t ' s 

appear i n the Pennzoil Federal Com Number 3 w e l l a t 

91 t o 11,802, and t h i s sand pinch out i n the Federal 

22 Number 2 w e l l . 

So they do have some c o n t i n u i t y i n the general 

Okay. 
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A. And j u s t why, I b e l i e v e should be the same common 

ce of supply i n t h e r e . 

EXAMINER CATANACH: Okay, I have no f u r t h e r 

t i o n s of t h i s witness, Mr. Feldewert. 

MR. FELDEWERT: Thank you, Mr. Examiner. That 

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

EXAMINER CATANACH: Okay, t h e r e being n o t h i n g 

her i n t h i s case, Case 13,139 w i l l be taken under 

sement. 

And l e t ' s take a 15-minute break. 

(Thereupon, these proceedings were concluded a t 

a.m.) 

* * * 

be 

toward fcv S ' I '0 n f ^ 
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