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Department, 1220 South Saint Francis Drive, Room 102, Santa 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:23 a.m.: 

EXAMINER CATANACH: A l l r i g h t , a t t h i s time I ' l l 

c a l l Case Number 13,202, the A p p l i c a t i o n of Kerr-McGee O i l 

and Gas Onshore, L.L.C, f o r an exception t o the Special 

Rules and Regulations of the In d i a n Basin-Upper 

Pennsylvanian Associated Pool and f o r simultaneous 

d e d i c a t i o n , Eddy County, New Mexico. 

C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

rep r e s e n t i n g the Appli c a n t . I have three witnesses. 

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

None. 

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

in? 

(Thereupon, the witnesses were sworn.) 

LAURIE McNAMARA. 

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

her 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. BRUCE: 

Q. Would you please s t a t e your name and c i t y of 

residence f o r the record? 

A. Laurie McNamara, Richmond, Texas. 

Q. Who do you work f o r and i n what capacity? 

STEVEN T. BRENNER, CCR 
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A. Kerr-McGee O i l and Gas Onshore, L.L.C., as a 

landman. 

Q. Have you pr e v i o u s l y t e s t i f i e d before the 

Di v i s i o n ? 

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

Q. Would you please summarize your educational and 

employment background f o r the Examiner? 

A. I have a bachelor of science i n b i o l o g y and 

geology from Hope College, a master of science from 

Louisiana State U n i v e r s i t y . I've been a p r a c t i c i n g landman 

f o r 19 years and a C e r t i f i e d P r o fessional Landman f o r 15. 

Q. Okay. How long have you worked f o r Kerr-McGee? 

A. Over f i v e years. 

Q. And does your area of r e s p o n s i b i l i t y a t Kerr-

McGee include the southeast p o r t i o n of New Mexico? 

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

Q. And are you f a m i l i a r w i t h the land matters 

i n v o l v e d i n t h i s case? 

A. Yes, s i r . 

MR. BRUCE: Mr. Examiner, I ' d tender Ms. McNamara 

as an expert petroleum landman. 

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

Q. (By Mr. Bruce) B r i e f l y , what does Kerr-McGee 

seek i n t h i s case? 

A. We seek permission t o d r i l l and produce the Lowe 

STEVEN T. BRENNER, CCR 
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State Well Number 6 i n the same quarter s e c t i o n as the 

e x i s t i n g Lowe State Well Number 5. 

Q. What pool are these two w e l l s located in? 

A. The two w e l l s are c u r r e n t l y i n the I n d i a n Basin-

Upper Pennsylvanian Associated Gas Pool. 

Q. Okay. Would you i d e n t i f y E x h i b i t 1 f o r the 

Examiner? 

A. E x h i b i t 1 i s a land p l a t showing the associated 

pool and the extension t o the associated pool t h a t was 

granted i n 2 002, i n blue. 

Q. And then the Indian Basin Gas Pool i s t o the west 

of the associated pool; i s t h i s c orrect? 

A. Correct. 

Q. Okay. Now, i n the blue acreage i s — Can the r e 

only be one w e l l per quarter s e c t i o n i n the , i n the blue — 

A. Yes, s i r , when t h a t acreage was added t o the 

associated pool i t was l i m i t e d t o one w e l l per q u a r t e r 

s e c t i o n , t o minimize competition w i t h the nonassociated 

pool t o the west. 

Q. Okay, because the gas pool has a lower gas 

allowable than the associated pool, I believe? 

A. I bel i e v e t h a t ' s c o r r e c t . 

Q. Okay. What i s E x h i b i t 2, then? 

A. E x h i b i t 2 i s a smaller-scale land p l a t showing 

Section 36, which i s our w e l l s e c t i o n , o u t l i n e d i n red, and 
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the o f f s e t t i n g operators t o those w e l l s . 

Q. Okay. Mr. Examiner, although i t ' s not placed on 

here, the — What i s the w e l l l o c a t i o n f o r the Lowe State 

Number 6 w e l l , Ms. McNamara? 

A. The Number 6 w i l l be located i n the southwest 

q u a r t e r of Section 36. The c a l l s are 660 f e e t from the 

south l i n e and 990 f e e t from the west l i n e . 

Q. And then I be l i e v e the e x i s t i n g — The Lowe State 

Number 5 i s an e x i s t i n g w e l l ; i s t h a t c o r r e c t ? 

A. Correct, the Number 5 i s an e x i s t i n g w e l l , also 

i n the southwest quarter. 

Q. And do you have the footage on t h a t ? 

A. The c a l l s are 1650 from the south l i n e and 2540 

from the west. 

Q. Okay. Now, who are the o f f s e t operators t o t h i s 

w e l l ? 

A. Marathon O i l Company; Devon Energy Production 

Company, L.P.; and Yates Petroleum Company. 

Q. Okay. And t h a t would include the o f f s e t 

operators not only i n the associated pool but i n the gas 

pool as well? 

A. Correct. 

Q. Okay. Have the operators waived o b j e c t i o n t o 

your proposed Number 6 well? 

A. Yes, s i r , we've submitted those l e t t e r s of waiver 

STEVEN T. BRENNER, CCR 
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as an e x h i b i t , Number 3. 

Q. Okay. 

A. Marathon's waiver was c o n d i t i o n a l . We have also 

attached the c l a r i f i c a t i o n and acceptance by both p a r t i e s 

of t h a t c o n d i t i o n a l waiver. 

Q. Okay. B r i e f l y what are the terms of t h a t 

c o n d i t i o n on the Marathon waiver? 

A. That we won't propose an a d d i t i o n a l w e l l i n the 

northwest quarter of the west h a l f . 

Q. Okay, so there w i l l be only two w e l l s i n t h a t 

west h a l f section? 

A. Two w e l l s i n the west h a l f , c o r r e c t . 

Q. Okay. 

A. Unless one of our w e l l s ceases t o produce f o r 

some reason. 

Q. Okay. And i n a d d i t i o n t o complying w i t h D i v i s i o n 

Rules, were the o f f s e t s also n o t i f i e d of the date of t h i s 

hearing? 

A. Yes, s i r , they were. 

Q. Okay, and t h a t i s marked E x h i b i t 4? 

A. Correct. 

Q. Were E x h i b i t s 1 through 4 prepared by you or 

under your supervision or compiled from company business 

records? 

A. Yes, s i r , they were. 

STEVEN T. BRENNER, CCR 
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Q. And i n your opinion i s the g r a n t i n g of t h i s 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

pre v e n t i o n of waste? 

A. Yes, s i r . 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of Kerr-McGee E x h i b i t s 1 through 4. 

EXAMINER CATANACH: E x h i b i t s 1 through 4 w i l l be 

admitted. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. The acreage t h a t ' s shown on E x h i b i t 1, t h a t ' s 

b a s i c a l l y a l l — the blue and the yellow i s a l l w i t h i n the 

associated p o o l , r i g h t ? 

A. Correct, c u r r e n t l y i t ' s a l l i n the associated 

p o o l . 

Q. And the gas pool i s t o the west; i s t h a t r i g h t ? 

A. Correct. 

Q. Okay. Are there a d d i t i o n a l w e l l s i n the east 

h a l f of t h i s s e c t i o n , do you know? 

A. Yes, s i r , there's two producing w e l l s , the Number 

3 and the Number 4. 

MR. BRUCE: And data w i l l be presented on those 

by another witness, Mr. Examiner. 

EXAMINER CATANACH: Okay. 

Q. (By Examiner Catanach) The waivers t h a t you 

STEVEN T. BRENNER, CCR 
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obtained from Yates and Devon d i d n ' t have any c o n d i t i o n s on 

them; i s t h a t r i g h t ? 

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

Q. And those are the only three o f f s e t operators t o 

your u n i t ? 

A. Correct. 

EXAMINER CATANACH: Okay, I t h i n k t h a t ' s a l l I 

have of t h i s witness. 

JAMES THOMAS LOWE, 

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. BRUCE: 

Q. Would you please s t a t e your name f o r the record? 

A. James Thomas Lowe. 

Q. Where do you reside? 

A. I n Houston, Texas. 

Q. And who do you work for? 

A. Kerr-McGee O i l and Gas Onshore, L . L. C. 

Q. What's your job w i t h Kerr-McGee? 

A. I am the development g e o l o g i s t i n charge of the 

In d i a n Basin f i e l d . 

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

Di v i s i o n ? 

A. Yes, s i r , I have. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Q. And were your c r e d e n t i a l s as an expert petroleum 

g e o l o g i s t accepted as a matter of record? 

A. Yes, they have. 

Q. And are you f a m i l i a r w i t h the geology i n v o l v e d i n 

t h i s a p p l i c a t i o n ? 

A. Yes, s i r , I am. 

MR. BRUCE: Mr. Examiner, I tender Mr. Lowe as an 

expert petroleum g e o l o g i s t . 

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

Q. (By Mr. Bruce) Mr. Lowe, could you — Let's run 

through your e x h i b i t s . Could you f i r s t i d e n t i f y your 

E x h i b i t 5 and discuss i t s contents f o r the Examiner? 

A. Yes, s i r , E x h i b i t 5 i s a s t r u c t u r a l contour map 

on the top of the Pennsylvanian-Cisco dolomite. The 

se c t i o n of i n t e r e s t f o r Kerr-McGee's Lowe State Number 6 i s 

o u t l i n e d i n red, Section 36. The map i s contoured on a 25-

f o o t contour i n t e r v a l — I'm so r r y , a 50-foot contour 

i n t e r v a l — and i t shows t h a t the proposed l o c a t i o n f o r the 

Lowe State 6 i s i n a s t r u c t u r a l l y f avorable p o s i t i o n on our 

lease. 

Q. Okay. Why don't you move on t o your E x h i b i t 6 

and discuss the dolomite geology i n a l i t t l e more d e t a i l ? 

A. E x h i b i t 6 i s a gross Cisco dolomite isopach. 

Again, the contours are contoured on the top of the 

dolomite t o the base of the dolomite. I t shows a t our 

STEVEN T. BRENNER, CCR 
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proposed l o c a t i o n t h a t w e ' l l have approximately 475 f e e t of 

gross dolomite thickness, and as f a r as the i n t e r p r e t a t i o n 

i n t h i s s e c t i o n , i t appears t h a t i t i s i n a f a v o r a b l e 

s t r a t i g r a p h i c p o s i t i o n t o encounter hydrocarbons. 

Q. Looking a t t h i s map, i s the dolomite f a i r l y t h i c k 

on your Section 36 — 

A. Yes, s i r — 

Q. — as compared t o the o f f s e t s ? 

A. — i t i s very t h i c k , as surrounding — from 

surrounding o f f s e t w e l l s and o f f s e t s e c t i o n s . 

Q. And again, j u s t the thickness alone would 

i n d i c a t e a favorable geologic p o s i t i o n ? 

A. Yes, s i r . 

Q. F i n a l l y , what i s your E x h i b i t 7? 

A. E x h i b i t 7 i s a s t r a t i g r a p h i c c r o s s - s e c t i o n 

through the w e l l s i n the western h a l f of Section 36 and t o 

our proposed l o c a t i o n . And the datum i s the top of the 

Cisco/Canyon dolomite, and the baseline showing the bottom 

of the s t r a t i g r a p h i c i n t e r v a l of t h a t dolomite i s de f i n e d 

by a change i n e l e c t r i c l o g character and sample 

d e s c r i p t i o n showing the dolomite below t h a t l i n e goes t o a 

nonporous limestone, nonproducing f a c i e s . 

The other t h i n g t h a t ' s n o t i c e d i n here, t h a t the 

w e l l proposal w i l l be very close t o the Lowe State Gas 

Community Number 2, which i s now t e m p o r a r i l y abandoned. 

STEVEN T. BRENNER, CCR 
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Q. Now, looking a t t h a t Number 2 w e l l , f i r s t of a l l , 

Kerr-McGee does not intend t o produce t h a t w e l l , does i t ? 

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

Q. And also, was t h a t only p e r f o r a t e d and produced 

a t the very top of the dolomite? 

A. Yes, s i r , o r i g i n a l l y the w e l l , t he Lowe State 

Number 2, was p e r f o r a t e d only 16 f e e t i n the upper p o r t i o n 

of the dolomite, and I bel i e v e the reason i t was only 

p e r f o r a t e d there was because they were a f r a i d of high water 

p r o d u c t i o n below — 

Q. Okay. 

A. — i n the e a r l i e r days of t h i s f i e l d . 

Q. Okay. And since then, there have been advances 

i n producing water out of t h i s — 

A. Yes, s i r , other w e l l s on t h i s c r o s s - s e c t i o n show 

t h a t t h e r e are p e r f o r a t i o n s t h a t are producing q u i t e f a r 

below t h a t i n t e r v a l . 

Q. Okay, and have produced s u b s t a n t i a l q u a n t i t i e s of 

water? 

A. Yes, s i r , we can have the water now t h a t 

i n i t i a l l y we were not able t o . 

Q. What i s the size of the wellbore on the Number 2 

we l l ? Do you r e c a l l , or does — 

A. I would defer t h a t t o — 

Q. — t o the engineer? 

STEVEN T. 
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A. — t o the engineer. 

Q. Okay. I n your opinion, from a geologic 

st a n d p o i n t , i s the Number 6 w e l l — the proposed Number 6 

w e l l — a t a favorable geologic l o c a t i o n where i t looks, a t 

l e a s t g e o l o g i c a l l y , t h a t you w i l l o b t a i n s u f f i c i e n t 

reserves t o make the w e l l economic? 

A. Yes, s i r . 

Q. And were E x h i b i t s 5 through 7 prepared by you or 

under your supervision? 

A. Yes, s i r , they have. 

Q. I n your opinion, i s the g r a n t i n g of t h i s 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

p r e v e n t i o n of waste? 

A. Yes, s i r . 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of E x h i b i t s 5, 6 and 7. 

EXAMINER CATANACH: E x h i b i t s 5, 6 and 7 w i l l be 

admitted. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. So Mr. Lowe, the southwest quarter of Section 3 6 

would be s t r u c t u r a l l y higher i n the Cisco than the 

northwest q u a r t e r ; i s t h a t r i g h t ? 

A. That i s c o r r e c t , as shown by the numbers on the 

c o n t r o l p o i n t s by the w e l l s and also by the contour l i n e s . 

STEVEN T. BRENNER, CCR 
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Q. I s t h a t important i n t h i s r e s e r v o i r ? 

A. Yes, s i r , i t i s . To be as high as p o s s i b l e i s 

b e t t e r , obviously, than low as po s s i b l e , j u s t t o keep the 

gases hig h , although we w i l l expect t o have a l o t of 

associated water, but we are able t o get r i d of the water 

w i t h our now — production systems. This w i l l not be 

wa t e r - f r e e by any means. 

Q. The Lowe State 2, the Lowe State 2, t h a t 

p r e v i o u s l y produced from t h i s p ool; i s t h a t — 

A. Yes, s i r , the Lowe State 2 produced from the pool 

i n 1986, and then i n 1991 those p e r f o r a t i o n s were abandoned 

i n t he dolomite and the w e l l was moved down through 

p e r f o r a t i o n s , I b e l i e v e , i n the Morrow. 

Q. Do you know why t h a t occurred? 

A. I do not, other than I assume t h a t the amount of 

water, perhaps, i n the i n i t i a l production was too hig h . 

Q. Okay. The w e l l i n the northwest q u a r t e r , the 

Lowe State 1, can you give me a s t o r y on t h a t w e l l ? 

A. Yes, s i r , the Lowe State 1 was d r i l l e d i n 1995 — 

I'm s o r r y , i n 1964, and i t has produced t o the present, 

from 1964 on t o the present, and i t ' s accumulated 

approximately 16.89 BCF, 144,000 b a r r e l s of o i l and some 

797,000 b a r r e l s of water. 

That w e l l i s p r e s e n t l y shut i n , I b e l i e v e , t o 

mechanical problems. I would defer t h a t t o the engineer's 

STEVEN T. BRENNER, CCR 
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testimony f o r why. But i t i s our understanding t h a t t h a t 

w e l l w i l l not be on production. 

Q. Okay, t h a t w e l l was completed i n the Permo-Penn? 

A. Yes, s i r , i t was from 1964 t o r i g h t now, and i t ' s 

p r e s e n t l y not producing. 

Q. Do you know when t h a t was abandoned or when t h a t 

q u i t producing? 

A. Again, I would have t o defer t o the engineering 

testimony. I b e l i e v e he has t h a t i n f o r m a t i o n . 

Q. That's a Kerr-McGee well? 

A. Yes, s i r . 

Q. Again, you don't know why the Lowe State Number 1 

i s not producing or has been abandoned; i s t h a t r i g h t ? 

A. I t has not been abandoned, i t ' s s t i l l — I t ' s 

s t i l l o p e r a t i n g , but r i g h t now we have i t shut i n , and I 

b e l i e v e the engineer w i l l give testimony as t o why. 

Q. Okay. C e r t a i n l y the r e s e r v o i r up i n the — 

obviously the r e s e r v o i r up i n the northwest q u a r t e r i s 

pr o d u c t i v e from t h i s r e s e r v o i r , r i g h t ? 

A. That i s c o r r e c t . But we f e e l t h a t the southwest 

q u a r t e r — Because of the low cumulative p r o d u c t i o n from 

the Lowe State Number 2, we b e l i e v e t h a t t h e r e are more 

hydrocarbons a v a i l a b l e t o be obtained i n the southwest 

q u a r t e r , v i c e the northwest quarter. And I b e l i e v e the 

engineer w i l l have testimony t o t h a t f a c t a l s o . 
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Q. How long has the Number 5 w e l l been producing? 

A. The Number 5 w e l l i s producing since 1964, and 

i t ' s p r e s e n t l y shut i n , but — 

MR. BRUCE: The Number 5 w e l l . 

THE WITNESS: I'm sorr y , the Number 5 w e l l . 

Q. (By Examiner Catanach) Yeah. 

A. The Number 5 w e l l i s a c t i v e l y producing today. 

I t has s t a r t e d producing from 1999. 

Q. Do you know what the cum numbers on t h a t — 

A. Yes, the cum number f o r the Lowe State Number 5 

t o present i s 6.56 BCF, 18,874 b a r r e l s of o i l , and 901,695 

b a r r e l s of water. 

And again, these numbers are shown on my cross-

s e c t i o n . 

Q. How do you determine what the best l o c a t i o n f o r 

the Number 6 w e l l would be i n t h a t southwest quarter? I s 

t h a t a combination of thickness and s t r u c t u r e ? 

A. Combination of thickness, s t r u c t u r e , and the f a c t 

t h a t the Number 2, since i t has not produced a l l t h a t much 

because of mechanical problems, we b e l i e v e t h a t t h a t i s 

where the best p o t e n t i a l f o r reserves can be found on t h i s 

lease. So i t ' s a matter of — more so, probably, of 

nonproducing a b i l i t y of the Number 2 w e l l . 

Q. Did you also t r y and maximize your distance from 

the Number 5 well? 
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A. Yes, s i r , we wanted t o stay close t o the Number 2 

because the c l o s e r you get t o the 5, the more you i n f l u e n c e 

i t s drainage. 

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

have. 

RUSSELL E. WELCH, 

the witness h e r e i n , a f t e r having been f i r s t d uly 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. BRUCE: 

Q. Would you please s t a t e your name and c i t y of 

residence? 

A. Russell Eugene Welch, Houston, Texas. 

Q. Who do you work f o r and i n what capacity? 

A. Kerr-McGee O i l and Gas Onshore, L.L.C. 

Q. And what i s your job w i t h Kerr-McGee? 

A. I'm a r e s e r v o i r engineer. 

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

D i v i s i o n ? 

A. No, s i r , I haven't. 

Q. Would you summarize your educational and 

employment background f o r the Examiner? 

A. I have a bachelor of science degree from the 

U n i v e r s i t y of Missouri a t Ro l l a , and I have approximately 

29 years of experience. 
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Q. How long have you worked f o r Kerr-McGee? 

A. Approximately four years. 

Q. And does your area of r e s p o n s i b i l i t y a t Kerr-

McGee include southeast New Mexico? 

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

Q. And are you f a m i l i a r w i t h the r e s e r v o i r 

engineering matters p e r t a i n i n g t o t h i s A p p l i c a t i o n ? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. Welch as 

an expert r e s e r v o i r engineer. 

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

Q. (By Mr. Bruce) Mr. Welch, could you i d e n t i f y 

your f i r s t e x h i b i t , Number 8, and j u s t b a s i c a l l y again 

summarize what Kerr-McGee seeks i n t h i s matter? 

A. Right, we're looking t o d r i l l the proposed Lowe 

State Gas Number 6 w e l l , approximately 660 f e e t from the 

south l i n e and 990 f e e t from the west l i n e i n Section 36, 

Township 21 South, Range 2 3 East. 

Q. Could you discuss the basis f o r your request f o r 

t h i s w e l l and i d e n t i f y E x h i b i t 9? 

A. Previously we've had two w e l l s producing on the 

west h a l f of Section 36. We have l o s t the Number 1 w e l l 

due t o mechanical problems. The Number 2 w e l l has been 

TA'd f o r q u i t e some time and hasn't been producing from the 

Cisco-Penn. And we would l i k e t o add a second w e l l i n t h a t 
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western h a l f near the Lowe State Gas Com Number 2. 

Q. Now, you mentioned the Number 1 w e l l . That's the 

w e l l i n the northwest quarter? 

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

Q. Okay, and then the Number 2 w e l l i s the one i n 

the southwest of the southwest? 

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

Q. Okay, why don't you discuss p r o d u c t i o n from the 

wells? And the Hearing Examiner asked a p r i o r witness 

about production from the e n t i r e s e c t i o n . I s t h a t shown on 

your E x h i b i t 10? 

A. E x h i b i t 10 i s a d a i l y w e l l t e s t p r o d u c t i o n f o r 

the t h r e e a c t i v e w e l l s t h a t are i n Section 36, as w e l l as 

the Lowe 1, which i s c u r r e n t l y shut i n . The Lowe State 

Number 1, I b e l i e v e , was shut i n l a s t June or J u l y of 

l a s t — 2 003, due t o mechanical problems. We've t r i e d t o 

work t h a t w e l l over and have not been successful w i t h the 

pump. We use submersible pumps. This w e l l i s cased w i t h 

5-1/2-inch casing, and we're not able t o do the type of 

completion t h a t we normally do i n In d i a n Basin f i e l d , i n 7-

inch casing. 

Q. At t h i s p o i n t there's no plans t o r e s t a r t 

p r o d u c t i o n on the Number 1? 

A. No, I t h i n k i t ' s probably uneconomic t o spend 

more money on t h i s one. 
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Q. Okay. Then you also have the Lowe State Number 

5. That i s the other w e l l i n the southwest q u a r t e r , i s i t 

not? 

A. That's c o r r e c t . I t , as of January the 5t h , was 

making 3854 MCF of gas per day and about 282 b a r r e l s of 

water per day, 3 0 b a r r e l s of o i l per day. 

Q. And then the other w e l l s , the Number 4 and Number 

3, are they i n the east h a l f ? 

A. They are i n the east h a l f , yes, s i r . 

Q. Okay. What are t h e i r approximate producing r a t e s 

i n gas? 

A. The Number 4 was making 1.8 m i l l i o n i n gas and 

1949 b a r r e l s of water per day, 64 b a r r e l s of o i l per day on 

June 5th — I mean, excuse me, January the 5th of t h i s 

year. 

And the Lowe Number 3 was making 8.7 m i l l i o n a 

day and 511 b a r r e l s of water per day and 106 b a r r e l s of o i l 

per day. 

Q. What i s the approximate vint a g e of the Number 3 

and 4 wells? When were they d r i l l e d , roughly? 

A. The Number 3 w e l l , I b e l i e v e , was spud — came on 

l i n e i n 1998, and t o date i t has produced about 13.5 BCF of 

gas. 

The Number 4 w e l l was i n 1999, and i t ' s produced 

about 3.6 BCF of gas. 
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Q. I s t h a t shown on your E x h i b i t 11? 

A. A c t u a l l y on 12 and 11, yes. 

Q. Okay. Now, i n looking a t E x h i b i t 11, which has 

the cumulative production f i g u r e s , g e t t i n g back t o some of 

the Examiner's questions, because the Number 1 w e l l has 

produced almost 17 BCF i n the northwest q u a r t e r , a t t h i s 

p o i n t , anyway, do you wish t o — i s i t more — does i t seem 

more fav o r a b l e t o d r i l l i n the southwest q u a r t e r than the 

northwest quarter? 

A. I t does a t t h i s time. We looked a t r e d r i l l i n g 

t h i s w e l l , the Number 1 w e l l , and a l o c a t i o n t o the 

northwest of i t would put us i n a b i t of an unfavorable 

p o s i t i o n g e o l o g i c a l l y and s t r u c t u r a l l y . 

I f we went t o the southeast of t h a t l o c a t i o n , we 

have problems w i t h surface f a c i l i t i e s , roads and t h a t type 

of t h i n g . We would have t o a c t u a l l y d r i l l i n a — I guess 

an unorthodox type of p o s i t i o n t o r e d r i l l t h a t w e l l , and 

t h a t would put us close r t o the Number 5, which was not 

d e s i r a b l e . 

Q. Okay. Now again, d r i l l i n g close t o the Number 2 

w e l l , i t ' s already been proved productive nearby, of 

course? 

A. Correct. 

Q. And I t h i n k Mr. Lowe said t h a t t h a t w e l l had only 

been completed i n the very top of the Cisco/Canyon. When 
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you d r i l l the Number 6 w e l l , you would not j u s t complete i t 

a t the top of the Cisco/Canyon, would you? 

A. No, we wouldn't. There's probably a t l e a s t 2 00 

f e e t a d d i t i o n a l t h a t we would consider p e r f o r a t i n g and 

completing i n . That p a r t i c u l a r w e l l l o c a t i o n has p r o j e c t e d 

something l i k e 450-plus f e e t of gross dolomite a t t h a t 

l o c a t i o n t o work w i t h . 

Q. Okay. Anything else on E x h i b i t 11, Mr. Welch? 

A. No. 

Q. Okay. Move on t o your E x h i b i t 12. What i s t h i s 

intended t o i n d i c a t e ? 

A. E x h i b i t 12 j u s t summarizes the cum gas p r o d u c t i o n 

from each of the e i g h t sections surrounding our Section 36, 

which has so f a r cum'd 42.4 BCF of gas. The red numbers, 

the numbers i n red, are the q u a r t e r - s e c t i o n cums. 

And t h i s i s j u s t an i n f o r m a t i o n a l e x h i b i t t o show 

t h a t even though we have very t h i c k gross i n t e r v a l and 

r e s e r v o i r t h a t , you know, our production i s somewhat i n 

l i n e w i t h the o f f s e t s and, i f anything, we might be i n 

jeopardy of being able t o continue t o produce as much as we 

should on the western h a l f i f only have one w e l l . 

Q. Okay. Now, there are some sections t h a t haven't 

produced much y e t . To a c e r t a i n extent does t h a t r e f l e c t 

some of these are newer w e l l s i n those sections? 

A. Yes, some of them — some of the lower cums are 
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r e f l e c t e d by newer w e l l s , and then there's also some t h a t 

j u s t r e f l e c t poorer geology. 

Q. Yeah. For instance, i n Section 30, Mr. Welch, i f 

you'd r e f e r back t o E x h i b i t 1, there i s apparently no 

dolomite i n the west h a l f of Section 3 0; i s t h a t c o r r e c t ? 

A. Right, t h a t ' s c o r r e c t . 

Q. So a l l t h i n g s considered, do you b e l i e v e t h a t 

your proposed w e l l l o c a t i o n w i l l be spotted i n a reasonable 

l o c a t i o n where you could recover a d d i t i o n a l reserves from 

your section? 

A. Yes, I do. 

Q. Were E x h i b i t s 8 through 12 prepared by you or 

under your supervision? 

A. Yes, they were. 

Q. And i n your opinion i s the g r a n t i n g of t h i s 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

prev e n t i o n of waste? 

A. Yes, i t i s . 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of E x h i b i t s 8 through 12. 

EXAMINER CATANACH: E x h i b i t s 8 through 12 w i l l be 

admitted. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Welch, i s i t your opinion t h a t the Number 6 
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w e l l w i l l recover gas t h a t w i l l not be recovered by the 

Number 5 well? 

A. Yes, i t i s . I t ' s d i f f i c u l t t o say under the 

c u r r e n t o peration t h a t we have, by moving l a r g e amounts of 

water, but i t ' s my b e l i e f t h a t i t w i l l . 

Q. But you can't — i t would be d i f f i c u l t t o come up 

w i t h any numbers f o r t h a t k i n d of thing? 

A. I t ' s d i f f i c u l t i n t h i s f i e l d because of the vugs 

and f r a c t u r e s , as w e l l as the mat r i x p o r o s i t y of r e a l l y 

determining, you know, the gas i n place and how much each 

w e l l w i l l recover. You can do so t o a degree w i t h d e c l i n e 

curve a n a l y s i s and some P/Z i n f o r m a t i o n . 

B a s i c a l l y what I've seen i n Section 3 6 i s t h a t I 

t h i n k there's something l i k e probably 60 BCF of gas i n 

place. 42 of t h a t has been recovered so f a r , and we t h i n k 

maybe 53 or so i s possible as an u l t i m a t e , given maybe f o u r 

w e l l s . 

Q. I s there s t i l l some p o t e n t i a l f o r the recovery of 

a d d i t i o n a l gas i n the northwest quarter of t h i s section? 

A. There p o s s i b l y i s . I t ' s a matter of economics 

and where we can place a w e l l i n a — I t ' s also an area 

t h a t has a high cum w i t h t h i n n i n g geologic parameters t o 

the northwest, so i t does have concern t o us about the 

economic v i a b i l i t y of being able t o d r i l l one i n t h a t 

q u a r t e r s e c t i o n . 
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Q. The u l t i m a t e recovery from the southwest q u a r t e r , 

do you t h i n k t h a t ' s going t o be comparable t o the 

northwest? 

A. Probably won't be as much. I'm t h i n k i n g t h a t 

maybe i n the 12-BCF range would be something t h a t w i l l be 

more reasonable f o r t h a t . The w e l l i n the northwest 

q u a r t e r , i t was the f i r s t w e l l d r i l l e d , and of course i t 

has produced the longest. So I doubt t h a t we can catch up 

t o t h a t type of cum, but... 

Q. Now, these are a l l c l a s s i f i e d as gas w e l l s , 

r i g h t ? 

A. Yes. 

Q. And the Number 5 w e l l i s producing how much 

c u r r e n t l y ? 

A. 3854 MCF per day was the January 5t h , '04, r a t e 

r e p o r t e d , along w i t h 282 b a r r e l s of water and 3 0 b a r r e l s of 

o i l and condensate. 

Q. Are there any allowable problems t h a t you guys 

are going t o run up against, d r i l l i n g another w e l l ? 

A. I don't be l i e v e so. I be l i e v e the allowable f o r 

the west h a l f i s a t 9.7 m i l l i o n a day. I'm not sure about 

t h a t , but — 

MR. BRUCE: I beli e v e i t ' s 9.8 m i l l i o n a day. 

THE WITNESS: 9.8. 

Q. (By Examiner Catanach) The o f f s e t operators 
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don't appear t o be concerned about t h i s . Apparently t h e r e 

are w e l l s i n each of the o f f s e t t r a c t s t h a t are c u r r e n t l y 

producing, t h a t p r o t e c t t h a t acreage; i s t h a t your 

understanding? 

A. Yes, t o the west Marathon's w e l l s , t he Federal 3 

and 4, are both producing a l i t t l e over 2 m i l l i o n a day, 

from the l a s t records I saw. And then Yates — The ANG 

Federal — the Zingaro ANG Federal Number 4, I b e l i e v e , i s 

producing about 1.7 m i l l i o n a day. 

I t h i n k we would expect something around 2 

m i l l i o n f o r t h i s Number 6 l o c a t i o n . 

Q. What has happened w i t h the Number 1 w e l l ? I t ' s 

j u s t pump problems? 

A. The Number 1 w e l l has 5-1/2-inch casing. Our 

modern completions — and I'm not an operations engineer, 

but the modern completions r e q u i r e 7-inch casing w i t h a 

submersible pump i n order t o put a shroud over the pump and 

set i t below the p e r f s , t o keep f l u i d over and keep i t 

cooled. 

We're not able t o do t h a t w i t h t h i s w e l l . We 

have t o set i t above, and i t has given us s c a l i n g and 

o p e r a t i o n a l problems, from what I understand. 

We j u s t went through a very expensive workover 

attempt l a s t year on t h i s , w e l l over $200,000, and i t 

d i d n ' t work very w e l l , d i d n ' t l a s t long. So we, I don't 
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t h i n k , have much luck of — or much of a chance of g e t t i n g 

t h a t t o operate e f f i c i e n t l y from now on. 

Q. Do you know what's going t o be done w i t h t h a t 

wellbore? 

A. I suspect t h a t we w i l l be abandoning i f we get — 

d r i l l a new one here. 

Q. Plugged? 

A. Plug i t , yeah. 

EXAMINER CATANACH: Okay, I t h i n k t h a t ' s a l l I 

have, Mr. Bruce. 

MR. BRUCE: I have nothing f u r t h e r i n t h i s 

matter. 

EXAMINER CATANACH: Okay. There being nothing 

f u r t h e r i n t h i s case, Case 13,202 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

9:58 a.m.) 

* * * 
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