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

8:24 a.m.: 

EXAMINER STOGNER: C a l l Case Number 11,319. 

MR. CARROLL: A p p l i c a t i o n of S u l l i v a n and Company 

"3D" Program I , L.L.C, f o r d i r e c t i o n a l d r i l l i n g and an 

unorthodox bottomhole o i l w e l l l o c a t i o n , Lea County, New 

Mexico. 

EXAMINER STOGNER: At t h i s time I ' l l c a l l f o r 

appearances. 

MR. PADILLA: Mr. Examiner, Ernest L. P a d i l l a f o r 

the A p p l i c a n t i n t h i s case. 

I have two witnesses t o be sworn. 

EXAMINER STOGNER: Are there any other 

appearances i n t h i s matter? 

W i l l the witnesses please step forward and remain 

standing t o be sworn in? 

(Thereupon, the witnesses were sworn.) 

MARCUS D. GARRETT, 

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

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

DIRECT EXAMINATION 

BY MR. PADILLA: 

Q. Mr. G a r r e t t , f o r the record please s t a t e your 

name. 

A. My name i s Marcus Duane G a r r e t t . 
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Q. Mr. G a r r e t t , where do you l i v e ? 

A. I l i v e i n Broken Arrow, Oklahoma. 

Q. And are you employed by the Ap p l i c a n t i n t h i s 

case? 

A. Yes, I am. 

Q. And who i s the Applicant i n t h i s case? 

A. S u l l i v a n and Company. 

Q. Can you t e l l us a l i t t l e b i t about S u l l i v a n and 

Company and the Applicant, S u l l i v a n and Company "3D" 

Program I and L.L.C? 

A. S u l l i v a n and Company i s a small o i l and gas 

company operated out of Tulsa, Oklahoma. They've been i n 

business f o r approximately 4 0 years. 

One of the p r i n c i p a l s of the company has formed a 

s i s t e r company c a l l e d S u l l i v a n and Company "3D" Program I , 

L.L.C. I t ' s a l i m i t e d l i a b i l i t y company t h a t goes out and 

d r i l l s j o i n t venture prospects. 

Q. Mr. G a r r e t t , the Applicant i n t h i s case i s 

S u l l i v a n and Company; i t ' s a l i m i t e d l i a b i l i t y company, 

cor r e c t ? 

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

Q. What do you do f o r S u l l i v a n and Company? 

A. My o f f i c i a l t i t l e i s a s s i s t a n t manager of 

d r i l l i n g production. 

Q. What do your d u t i e s include? 
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A. Well, we are a small company. I p r i m a r i l y take 

care of the production and, when there's a w e l l t o be 

d r i l l e d , I take care of the d r i l l i n g of i t . And i n cases 

where we are g e t t i n g ready t o form u n i t s , e t cet e r a , w e l l , 

then, I i n v o l v e myself i n any land, l e g a l or e x p l o r a t i o n 

p r o j e c t s as necessary. 

Q. Are you p r i m a r i l y an engineer? I s t h a t your 

background? 

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

Q. Have you t e s t i f i e d before the O i l Conservation 

D i v i s i o n i n the past? 

A. No, I have not. 

Q. Would you t e l l the Examiner what your educational 

background is? 

A. I received a BS degree i n petroleum from Oklahoma 

State U n i v e r s i t y i n 1972, and I've been i n the o i l and gas 

business f o r 23 years. 

MR. PADILLA: Mr. Examiner, we tender Mr. G a r r e t t 

as an expert i n petroleum e x p l o r a t i o n . 

EXAMINER STOGNER: Mr. G a r r e t t i s so q u a l i f i e d . 

Q. (By Mr. P a d i l l a ) Mr. G a r r e t t , have you prepared 

c e r t a i n e x h i b i t s f o r i n t r o d u c t i o n here today? 

A. Yes, I have. 

Q. Can you b r i e f l y t e l l the Examiner what you have 

bought as f a r as your testimony i s concerned? 
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A. Do you want me t o introduce a l l f i v e e x h i b i t s ? 

Q. Just b r i e f l y , yes. 

A. Okay. 

Q. Give us an overview. 

A. Okay. E x h i b i t Number 1 i s a land p l a t t h a t shows 

the proposed bottomhole l o c a t i o n f o r the proposed w e l l , the 

Lowe Number 25-1, and I ' l l go i n t o t h a t i n some d e t a i l i n a 

few minutes. 

E x h i b i t Number 2 shows the r e l a t i v e l o c a t i o n 

between the surface and bottomhole l o c a t i o n of the Lowe 

25-1. I t ' s a blow-up of E x h i b i t Number 1. 

E x h i b i t Number 3 i s the standard form C-102 

re q u i r e d f o r a p p l i c a t i o n s i n the State of New Mexico. 

E x h i b i t Number 4 i s the C-101. 

And E x h i b i t 5 i s a waiver t h a t we got from the 

o f f s e t operator i n Section 26 t o d r i l l t h i s unorthodox 

l o c a t i o n . 

Q. Mr. G a r r e t t , can you t e l l the Examiner why you're 

asking f o r an unorthodox l o c a t i o n i n t h i s case? 

A. Yes. The main reason t h a t we would l i k e t o have 

an unorthodox l o c a t i o n i s because of the l o c a t i o n of the 

ree f i n the Devonian -- or excuse me, not a r e e f , but the 

s t r u c t u r e i n the Devonian t h a t we're going a f t e r . 

B a s i c a l l y , the s t r u c t u r e i s an elongated 

s t r u c t u r e , and i t straddles Sections 2 5 and 26. 
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Q. Now, your geologic witness i s going t o go more 

i n t o d e t a i l ? 

A. That's c o r r e c t , h e ' l l get i n t o the d e t a i l of t h a t 

i n a minute. 

But t o d r i l l a standard l o c a t i o n i n Section 25, 

we b e l i e v e t h a t we would completely miss the s t r u c t u r e 

a l t o g e t h e r . So an unorthodox l o c a t i o n i s needed i n order 

t o be able t o h i t t h i s . 

Q. Okay, Mr. G a r r e t t , l e t ' s get i n t o E x h i b i t Number 

1 and have you get i n t o more d e t a i l about t h a t , and I ' d 

l i k e f o r you t o discuss the exact l o c a t i o n where t h a t ' s 

shown on E x h i b i t Number 1. 

A. Okay. B a s i c a l l y E x h i b i t Number i i s an area map 

t h a t comprises p o r t i o n s of Section 25, 26, 35 and 36 of 

Township 13 South, Range 3 7 East, i n Lea County, New 

Mexico. 

The two c i r c l e s on the map i s the proposed 

bottomhole l o c a t i o n of the Lowe 25 Number 1, which i s 

located a t 2205 f e e t from the n o r t h l i n e and 100 f e e t from 

the west l i n e . 

I n the legend down i n the lower l e f t , you can see 

t h a t the w e l l l o c a t i o n s t h a t have the square around i t are 

Wolfcamp producers, the w e l l s t h a t j u s t have the c i r c l e 

around i t are e x i s t i n g Devonian producers. 

Also underneath each w e l l spot y o u ' l l see a 
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number which represents the total depth reached in that 

p a r t i c u l a r w e l l . 

For instance, on the w e l l t h a t ' s the c l o s e s t t o 

our proposed Lowe Number 2 5-1, i t ' s a dryhole t h a t was 

d r i l l e d t o the depth of 10,145 f e e t , i n s u f f i c i e n t t o t e s t 

the Devonian. 

The dotted l i n e s t h a t you see, f o r instance, i n 

the west h a l f of Section 25, are l i n e s t h a t d e p i c t the 

e x i s t i n g leases t h a t we have out there. 

For instance, i n the lease t h a t i s a p o r t i o n of 

the area where we're going t o d r i l l i s a 240-acre lease 

t h a t i s — t h a t S u l l i v a n and i t s partners have the r i g h t t o 

be able t o d r i l l i n . 

To the n o r t h of there i s a laydown 80, and i t too 

— S u l l i v a n also has the r i g h t s t o d r i l l i n i t . 

I n the east h a l f of Section 26 we have a farm - i n , 

which gives us the r i g h t s t o be able t o d r i l l i n the east 

h a l f of Section 26, given t o us by BTA, and so on. 

Q. Mr. G a r r e t t , i s the r o y a l t y ownership common i n 

the west h a l f of Section 25 and the east h a l f of Section 

26? 

A. Yes, i t i s . 

Q. And S u l l i v a n c o n t r o l s both of those t r a c t s ; i s 

t h a t r i g h t ? 

A. That's c o r r e c t , we do. 
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Q. So i n t h i s case you'd be o f f s e t t i n g y o u r s e l f ? 

A. That's r i g h t . 

Q. What i s the proposed depth of the w ell? 

A. The proposed depth of the w e l l i s 12,600 f e e t . 

Q. Okay. I n o t i c e a w e l l t o the south of your 

proposed l o c a t i o n t h a t straddles the s e c t i o n l i n e . Can you 

t e l l the Examiner a l i t t l e b i t about t h a t w ell? 

A. The w e l l t h a t — The w e l l i n question r i g h t t h e r e 

i s the BEI Lowe Number 1. I t was d r i l l e d i n 1993 by 

Bahlburg E x p l o r a t i o n . The exact l o c a t i o n of t h a t w e l l i s 

900 f e e t from the south l i n e and 50 f o o t from the west 

l i n e . 

As you can see, the t o t a l depth reached on t h a t 

w e l l was 12,272 f e e t , which i s deep enough t o t e s t the 

Devonian. 

However, you can see from the legend t h a t t h i s i s 

a Wolfcamp w e l l . The w e l l went down t o the Devonian, and 

i t was found t o be dry, so they plugged back and made a 

Wolfcamp producer out of i t . 

Q. Do you have anything f u r t h e r on E x h i b i t Number 1, 

Mr. Garrett? 

A. No, t h a t ' s i t . 

Q. Let's go t o E x h i b i t Number 2 now and have you 

t e l l the Examiner what t h a t i s and what i t contains. 

A. Okay. This, as I said before, i s the r e l a t i v e 
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l o c a t i o n s i n a blown up — i n a blow-up of the surface 

l o c a t i o n and the bottomhole l o c a t i o n of the Lowe Number 1. 

As you can see, the surface l o c a t i o n i s lo c a t e d 

60 f e e t from the se c t i o n l i n e t o the east, and the 

bottomhole l o c a t i o n i s located 100 f e e t t o the east of the 

s e c t i o n l i n e . The — 

Q. What — Go ahead. 

A. I was j u s t going t o say, the dashed c i r c l e around 

the bottomhole l o c a t i o n i s the area t h a t we have t o h i t 

i n s i d e of i n order f o r t h i s t o be an accepted bottomhole 

l o c a t i o n , per the r u l e s of the State. 

Q. Mr. G a r r e t t , why i s the surface l o c a t i o n 

d i f f e r e n t from the bottomhole l o c a t i o n ? 

A. There's a couple of reasons t h a t we e l e c t e d t o 

move i t . 

I f we were t o have put the surface l o c a t i o n 

d i r e c t l y above the bottomhole l o c a t i o n , we would have been 

out i n the middle of a farmer's peanut f i e l d . We wanted t o 

move the w e l l t o the west i n order t o be able t o have our 

permanent w e l l o f f h i s peanut acreage out t h e r e . 

Now, the reason t h a t we moved i t t o the n o r t h was 

because i n the Bahlburg w e l l t h a t was d r i l l e d i n 1993, they 

ran a d i r e c t i o n a l survey at 7000 f e e t , and t h i s survey 

i n d i c a t e d t h a t the b i t had n a t u r a l l y d r i f t e d approximately 

70 f o o t south and 10 f o o t west of t h e i r surface l o c a t i o n . 
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And i n order f o r him t o get back t o where he wanted t o get, 

he had t o d i r e c t i o n a l l y d r i l l back t o h i s -- back 

underneath h i s surface l o c a t i o n . 

So I wanted t o take i n t o account the n a t u r a l 

d r i f t i n t h a t area by moving the surface l o c a t i o n 100 f o o t 

n o r t h , so t h a t by the time t h a t we get down t o around, say, 

7000, 8000 or 9000 f e e t , and we do our survey, then w e ' l l 

be c l o s e r t o our intended bottomhole l o c a t i o n . 

Q. So y o u ' l l be doing a d i r e c t i o n a l d r i l l i n g survey 

on the way down? 

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

Q. Mr. G a r r e t t , suppose you don't bottomhole w i t h i n 

the 50-foot radius as shown on t h i s e x h i b i t . What happens? 

A. Well, i t depends on e x a c t l y where w e ' l l be. I f , 

f o r instance, we're t o the east a t a l l of t h i s proposed 

bottomhole l o c a t i o n , before we get t o t h a t p o i n t we w i l l 

come back up and set a whipstock or t u r n our motors, and 

somewhere or another i n t e n t i o n a l l y move the d i r e c t i o n of 

t h a t b i t t o t r y t o get t o the exact bottomhole l o c a t i o n , or 

a reasonable p r o x i m i t y thereof. 

Q. Mr. G a r r e t t , suppose t h a t you d r i f t west and i t ' s 

your estimate t h a t you're going t o wind up being outside 

t h a t c i r c l e t o the west. Would t h a t be f a v o r a b l e i n terms 

of geology? 

A. As the testimony t h a t w i l l be coming up next w i l l 
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show, there i s room f o r us t o the west of the c i r c l e , f o r 

us t o be able t o encounter the r e e f , and. t h e r e i s a 

p o s s i b i l i t y t h a t i f the b i t h i t s someplace west of t h i s 

c i r c l e , t h a t t h a t would be an acceptable l o c a t i o n f o r 

g e o l o g i c a l purposes. 

However, i f we're outside of the c i r c l e , then 

t h a t w i l l mean t h a t I ' l l have t o come back and get an 

amended l o c a t i o n . 

Q. I n l i g h t of the f a c t t h a t the ownership I s 

common, both r o y a l t y and working i n t e r e s t , throughout t h i s 

area, would you request of the Examiner some p r o v i s i o n i n 

the Order t h a t you could get a d m i n i s t r a t i v e approval t o 

produce a w e l l a t a bottomhole l o c a t i o n t h a t would be 

outside the c i r c l e ? 

A. Provided t h a t I would meet the r e s t of the terms 

of the laws i n the State of New Mexico, yes, as long as — 

Q. You couldn't — 

A. For instance, as long as I'm t o the east of 

Section 25 and w i t h i n , you know, the r e s t of the d r i l l i n g 

and spacing u n i t , I would ask t h a t i t be a d m i n i s t r a t i v e l y 

approved. 

Q. Okay. Do you have anything f u r t h e r concerning 

t h i s E x h i b i t Number 2? 

A. No, t h a t ' s i t . 

Q. Let's go on t o E x h i b i t s Number 3 and 4 and have 
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you i d e n t i f y those, please. 

A. These are the C-lOls and -102s t h a t are r e q u i r e d 

t o be f i l l e d out i n order t o be able t o get an a p p l i c a t i o n 

i n the State of New Mexico. 

Q. And the dedicated acreage would be u n i t l e t t e r E, 

which i s the southwest quarter of the northwest q u a r t e r of 

s e c t i o n — the w e l l of the s e c t i o n ; i s t h a t c o r r e c t ? 

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

Q. And E x h i b i t 4 i s j u s t the permit t o d r i l l , 

c o r r e c t ? 

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

Q. What i s E x h i b i t Number 5? 

A. E x h i b i t Number 5 i s a waiver t h a t was given t o us 

by BTA, who i s the o r i g i n a l leasors i n Section 26 — 

Q. O r i g i n a l leasors or lessees? 

A. Lessees, excuse me. And they i n e f f e c t gave us 

permission t o go ahead and d r i l l an unorthodox l o c a t i o n i n 

Section 25. 

Q. I n the meantime, you've obtained a farmout from 

BTA? 

A. That's c o r r e c t , we have. 

Q. Who i s Bahlburg E x p l o r a t i o n , Inc.? 

A. Bahlburg E x p l o r a t i o n i s a p a r t i a l owner i n the 

d r i l l i n g of t h i s Lowe Number 25-1. 

He's also a g e o l o g i s t , and he a s s i s t e d us i n 
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p u t t i n g together t h i s deal. 

Q. Bahlburg had also f i l e d a s i m i l a r a p p l i c a t i o n 

o r i g i n a l l y a t one point? 

A. That's r i g h t . 

Q. Okay. And t h a t case was dismissed from the l a s t 

docket? 

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

Q. Mr. G a r r e t t , i n your opinion would approval of 

the A p p l i c a t i o n , as f a r as your testimony i s concerned, be 

i n the best i n t e r e s t s of conservation of o i l and gas? 

A. Yes. 

Q. Would you elaborate on t h a t , please? 

A. I f we had t o d r i l l a standard l o c a t i o n i n Section 

25, t h e r e would be s i g n i f i c a n t q u a n t i t i e s of o i l and gas 

t h a t would not be able t o be recovered, and unless we're 

able t o d r i l l i n an unorthodox l o c a t i o n , those hydrocarbons 

w i l l not be recovered. 

MR. PADILLA: Mr. Examiner, t h a t completes the 

testimony of Mr. G a r r e t t , and we tender E x h i b i t s 1 through 

5 and tender Mr. G a r r e t t f o r questioning. 

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

admitted i n t o evidence a t t h i s time. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. G a r r e t t , you said t h a t the r o y a l t y i n t e r e s t s 
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were the same, the east h a l f of 26, as the west h a l f of 25; 

i s t h a t correct? 

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

Q. But you f a i l e d t o mention who t h a t was. Who i s 

the r o y a l t y i n t e r e s t ? 

A. I t ' s d i v i d e d among the Lowe f a m i l i e s . I don't 

have a l i s t of them, but there's about f i v e or s i x 

descendants of Mr. Lowe. 

Q. Now, when you say t h a t they are the same, do they 

share i n the same percentage, or i s i t j u s t the same people 

t h a t are involved and t h a t have d i f f e r e n t ownership? 

A. I t ' s an undivided i n t e r e s t on both sides of the 

s e c t i o n , and the ownership i s the same. 

Q. So they're i d e n t i c a l i n every aspect? 

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

Q. Inasmuch as t h i s r e a l l y i s n ' t a d i r e c t i o n a l 

d r i l l i n g as the s t r i c t terms, you're going t o r e l y on the 

g e o l o g i c a l and the bedding formations t o reach your 

o b j e c t i v e ; i s t h a t correct? 

A. Yes. 

Cj. But you're going t o be using measured — Well, 

are you going t o be measuring i t w h i l e you're d r i l l i n g , or 

are you going t o stop p e r i o d i c a l l y and run a survey? 

A. We'll run a gyro, which w i l l g ive us the exact 

l o c a t i o n r e l a t i v e t o the surface, and w e ' l l run t h a t — As 
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a matter of f a c t , we've already run t h a t . 

And then from t h a t p o i n t on, w e ' l l use s i n g l e -

p o i n t surveys t o take us a l l the way t o TD. And we w i l l 

use a motor t o d i r e c t i o n a l l y d r i l l as necessary from t h i s 

p o i n t forward. 

And a t TD w e ' l l go i n and run a m u l t i - s h o t 

survey, which i s what's re q u i r e d by the State, and w e ' l l 

have t h a t i n f o r m a t i o n and give t h a t t o the State on 

completion of the w e l l . 

And t h a t w i l l give us the exact bottomhole 

l o c a t i o n . 

Q. Back t o the r o y a l t y i n t e r e s t question, i s t h a t 

from surface t o the base of the Devonian, or could you have 

requested also the Pennsylvanian and Wolfcamp Pools be 

included? 

A. Yes, t h a t ' s a l l zones. 

Q. And the King-Wolfcamp Pool, t h a t ' s an o i l pool? 

A. Yes. 

Q. And t h a t ' s on what spacing? 

A. F o r t i e s . 

Q. And how about the King-Pennsylvanian Pool? 

A. F o r t i e s . 

Q. I s there any Pennsylvanian p r o d u c t i o n out there? 

A. Not t h a t I'm aware of. 

Q. Any w i t h i n a mile? 
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A. Not t h a t I'm aware of. 

Q. Have you looked a t the King-Pennsylvanian Pool 

boundaries? 

A. Yes, and I d i d n ' t see any on the r e , but I was 

l o o k i n g --

Q. You sa i d you looked at the pool boundaries, and 

i t ' s not w i t h i n a mile? 

A. No, i t ' s not. 

Q. I don't t h i n k I would have included i t on th e r e 

i f i t wasn't. 

Do you have those pool boundaries w i t h you? 

A. No, I don't. 

Q. As you're d r i l l i n g , you see t h a t you may not h i t 

t h a t 50-foot t a r g e t , you don't have any i n t e n t i o n s of 

s t r a i g h t e n i n g i t out, you're j u s t going t o l e t i t wander? 

A. No, we're not — That's the reason f o r running 

the m u l t i - s h o t survey, i s t o f i n d out e x a c t l y where we are, 

and then w e ' l l d i r e c t the b i t as close t o the t a r g e t as i s 

p r a c t i c a l , and our i n t e n t i o n s are t o h i t the exact t a r g e t . 

Our primary i n t e n t i o n , of course, i s t o be able 

t o be w i t h -- t o be someplace i n the area of t h a t 50-foot 

r a d i u s , and — but i f we're outside of i t , say 10 or 15 or 

2 0 f e e t , from a p r a c t i c a l sense, i t would be b e t t e r f o r us 

t o go ahead and come back f o r an amended l o c a t i o n , as t o 

t r y t o -- you know, t o t r y t o spend the e x t r a money t o t r y 
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t o get i t i n s i d e the t a r g e t area. 

Q. Now, have you been i n contact w i t h Mr. Bahlburg? 

Because your May 5th l e t t e r mentioned t h a t you a l l would 

more than l i k e l y be closer than the minimum of 330. 

Does he know e x a c t l y where you're going t o be? 

A. I don't t h i n k I understand the question. 

Q. I n your l e t t e r of May 5th — t h a t ' s E x h i b i t 

Number 5 --

A. A l l r i g h t . 

Q. - - i n th e r e , "We inten d t o d r i l l one or more w e l l 

l o c a t i o n s which would most l i k e l y be cl o s e r than the 

minimum 330-foot distance from the s e c t i o n l i n e . " 

And indeed, you are. Does he -- Was he made 

aware of how close he was going t o be? 

A. Yes, he's got copies of a l l the e x h i b i t s . 

MR. PADILLA: Mr. Examiner, I t h i n k your concern 

i s w i t h BTA and not w i t h Bahlburg. 

EXAMINER STOGNER: Okay, what i s BTA's i n t e r e s t , 

then? 

MR. PADILLA: BTA was the operator t o the west. 

And since t h a t l e t t e r has been w r i t t e n , t h e r e has been a 

farmout from BTA t o S u l l i v a n and Company. 

Mr. Bahlburg i s simply a partner w i t h S u l l i v a n t o 

d r i l l the w e l l s , and i t was Bahlburg who was asking f o r the 

waiver a t the time. 
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EXAMINER STOGNER: But BTA has so l d out, 

Bahlburg --

THE WITNESS: He's farmed out. 

EXAMINER STOGNER: He's farmed out, a l l r i g h t . 

THE WITNESS: Right. Can I have j u s t a minute t o 

confer w i t h Mr. Pa d i l l a ? 

EXAMINER STOGNER: Sure. 

THE WITNESS: Okay. 

(Off the record) 

EXAMINER STOGNER: I have no other questions, Mr. 

P a d i l l a . 

You may be excused. 

THE WITNESS: Thank you. 

MR. PADILLA: Mr. G a r r e t t — j u s t — Go ahead. 

EXAMINER STOGNER: Mr. Pa d i l l a ? 

MR. PADILLA: Yes, s i r . 

EXAMINER STOGNER: You may continue. 

MR. PADILLA: We'll check the pool boundaries on 

the Pennsylvanian and make sure t h a t they're o u t s i d e --

t h a t the proposed w e l l i s outside a mil e . 

I f i t ' s not, then obviously we can't -- then we'd 

have t o conform w i t h the Pennsylvanian r u l e s . 

EXAMINER STOGNER: Okay. 

MR. PADILLA: We'll c a l l Tom Armstrong a t t h i s 

time. 
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THOMAS F. ARMSTRONG, 

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

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

DIRECT EXAMINATION 

BY MR. PADILLA: 

Q. Mr. Armstrong, please s t a t e your name. 

A. Thomas F. Armstrong. 

Q. And Mr. Armstrong, are you a co n s u l t a n t f o r the 

Ap p l i c a n t i n t h i s case? 

A. I am. 

Q. Mr. Armstrong, have you t e s t i f i e d before the O i l 

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

a matter of record i n the past? 

A. Not i n New Mexico. 

Q. Can you t e l l the Examiner what your educational 

background i n geology is? 

A. I graduated from the U n i v e r s i t y of Texas a t 

Au s t i n w i t h a bachelor's degree i n 1975. 

Q. What i s your experience i n the o i l and gas 

in d u s t r y since your graduation? 

A. I've worked as an e x p l o r a t i o n g e o l o g i s t since 

1975 u n t i l today. 

Q. For whom? 

A. Several companies, among them Union O i l of 

C a l i f o r n i a , Enserch E x p l o r a t i o n , Sul Petro, then other 
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smaller independents. 

Q. Do you now have your own c o n s u l t i n g firm? I s 

t h a t ~ 

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

Q. Okay. Have you made a study of the geologic 

f e a t u r e s and the geology of the Devonian fo r m a t i o n and the 

formations above the Devonian i n your study of t h i s area? 

A. Yes, I have. 

Q. Can you be a l i t t l e b i t more s p e c i f i c , b r i e f l y , 

as t o what k i n d of study you d i d t o f a m i l i a r i z e y o u r s e l f 

and prepare e x h i b i t s f o r t h i s hearing? 

A. We began w i t h a geologic map of the o r i g i n a l King 

f i e l d area and extended t h a t i n a l l d i r e c t i o n s t o see i f 

t h e r e wasn't a l a r g e r pool than what had been discovered by 

d r i l l i n g i n the F i f t i e s . 

We created cross-sections, p r i m a r i l y a n o r t h -

south cross-section t h a t i n d i c a t e d t h a t t h e r e very w e l l was 

a poss i b l e extension of the s t r u c t u r e i n a n o r t h d i r e c t i o n , 

approximately a mile n o r t h of the e x i s t i n g p r o d u c t i o n . 

Q. Mr. Armstrong, have you t e s t i f i e d before other 

o i l and gas r e g u l a t o r y agencies? 

A. Yes, I have. 

Q. Which agencies? 

A. Oklahoma. 

Q. Are you a member of any geologic s o c i e t i e s ? 
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A. I'm a member of the American A s s o c i a t i o n of 

Petroleum Geologists and am c e r t i f i e d as a p r o f e s s i o n a l 

g e o l o g i s t by the AAPG; also by the American I n s t i t u t e of 

Pro f e s s i o n a l Geologists, I'm also c e r t i f i e d by them. 

MR. PADILLA: Mr. Examiner, we tender Mr. 

Armstrong as an expert i n geology. 

EXAMINER STOGNER: Mr. Armstrong i s so q u a l i f i e d . 

Q. (By Mr. P a d i l l a ) Mr. Armstrong, l e t ' s s t a r t w i t h 

E x h i b i t Number 6 and have you jump r i g h t i n t o t h a t and t e l l 

the Examiner what t h a t i s . 

A. Number 6 i s a geologic map a t a ho r i z o n , being 

the top of the Devonian formation. I t i s based p r i m a r i l y 

on subsurface data i n the numerous w e l l s shown on the map. 

I t i s complemented by seismic data t h a t i n i t i a l l y was a 

se r i e s of east-west 2-D seismic l i n e s , and one key n o r t h -

south seismic l i n e . 

Q. Where i s the proposed l o c a t i o n i n t h i s E x h i b i t 

Number 6? 

A. The proposed l o c a t i o n i s noted i n the southwest 

of the northwest of Section 26. I t ' s noted w i t h a c i r c l e , 

and words "Proposed Location". 

Q. The s t r u c t u r e here i s flanked by f a u l t s ; i s t h a t 

c o r r e c t ? 

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

Q. Would you p o i n t those out t o the Examiner — 
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A. There are two — 

Q. — i n terms of the proposed l o c a t i o n ? 

A. There are two major north-south t r e n d i n g f a u l t s , 

p a r a l l e l , approximately, on t h i s map scale, a h a l f inch 

east of the l o c a t i o n and approximately an inch west of the 

proposed l o c a t i o n . Those are l a r g e , approximately 1000-

f o o t , f a u l t s t h a t d efine the main s t r u c t u r e . 

W i t h i n the main s t r u c t u r e , there are numerous 

a n t i t h e t i c f a u l t s t h a t g e n e r a l l y w i l l run at angles 

approximately 60 degrees t o the main east-west bounding 

f a u l t s . 

Q. Where i s the w e l l on t h i s e x h i b i t t h a t Bahlburg 

d r i l l e d i n 1993 and was a dryhole and hugs the s e c t i o n 

l i n e ? 

A. Immediately south of our proposed l o c a t i o n , 

approximately two inches on t h i s map, y o u ' l l see a w e l l 

symbol, and south of t h a t an open symbol w i t h a dashed l i n e 

connecting the two. The bottomhole l o c a t i o n i s i n d i c a t e d 

by the open c i r c l e w i t h the l e t t e r s BHL next t o i t . 

Q. Mr. Armstrong, Mr. G a r r e t t t e s t i f i e d t h a t the 

Bahlburg w e l l was a dryhole i n the Devonian. Can you 

elaborate as t o why i t was a dryhole i n the Devonian? 

A. Our b e l i e f i s t h a t someplace s h o r t l y before they 

got t o the Devonian, they got caught i n the f a u l t zone 

depicted at the bottomhole l o c a t i o n , they were unable t o 
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c o n t r o l the w e l l , i t d r i f t e d along w i t h t h a t f a u l t t o a 

l o c a t i o n several hundred f e e t south of where they wished t o 

bottomhole t h a t w e l l , and our ex p e r t i s e i n the area would 

i n d i c a t e t h a t g e t t i n g caught i n a f a u l t zone l i k e t h a t w i l l 

g i ve you i r r e p a r a b l e communication w i t h water. He t e s t e d 

over 9000 f e e t of s a l t w a t e r , and t h a t tends t o corroborate 

t h a t . 

Q. I n terms of your proposed l o c a t i o n , and lo o k i n g 

at E x h i b i t Number 7 i n conjunction w i t h E x h i b i t Number 6, 

what have you done t o loca t e the proposed l o c a t i o n t o not 

experience the same t h i n g t h a t happened i n the Bahlburg 

well? 

A. We have i d e n t i f i e d on a 3-D seismic survey a 

f a u l t zone east of our proposed l o c a t i o n . The mapping and 

i n t e r p r e t a t i o n i n d i c a t e s t h a t t h i s i s not a d i s t i n c t l i n e , 

as depicted on the given map, but t h a t i t i s a f a u l t zone, 

approximately 200 f e e t i n thickness. We've t r i e d t o 

i n d i c a t e t h a t on t h i s seismic l i n e . 

And what we are concerned about i s t h a t a t 

shallower depth above the Devonian forma t i o n , i t i s 

e n t i r e l y p o s s i b l e t h a t we could encounter t h a t f a u l t and 

experience the same problems t h a t Bahlburg e x p l o r a t i o n 

had -- t h a t i s , t o get caught i n the f a u l t and not be able 

t o get the b i t t o veer out of i t . 

Q. Would you ex p l a i n E x h i b i t Number 7 i n more d e t a i l 
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i n terms of the proposed l o c a t i o n and the f a u l t i n g you see 

i n t h a t seismic depiction? 

A. E x h i b i t 7 i s a seismic l i n e e x t r a c t e d from the 

3-D volume of data t h a t we acquired as a 3-D survey t o 

c o n f i r m the geology i n t h i s area. I t i s an east-west l i n e 

running through our proposed l o c a t i o n . I t shows the h i g h l y 

f a u l t e d and high throw of the f a u l t s a t the Devonian and 

shows how they extend up above the Devonian s e c t i o n i n t o 

the shallower beds. 

Q. Where i s the Devonian shown? How i s the Devonian 

shown i n t h i s E x h i b i t 7? 

A. There i s a yellow l i n e t h a t runs h o r i z o n t a l l y 

across the s e c t i o n at a l e v e l between the 1700- and 1800-

f e e t markers, i n the downthrown p o s i t i o n , and t h a t same 

h o r i z o n t a l l i n e jumps up t o a p o s i t i o n , up t o about 1600 at 

the proposed l o c a t i o n . 

Q. Looking at r i g h t above the 1500 l i n e , i s t h a t 

where you're going t o — where you t h i n k you're going t o 

miss t h i s f a u l t , or the f a u l t — I s t h i s the f a u l t t h a t 

you're t r y i n g t o miss? 

A. That's c o r r e c t , we t h i n k t h a t t h a t i s the 

approximate upwards t e r m i n a t i o n of the f a u l t . 

Q. So a l o c a t i o n east of the proposed bottomhole 

l o c a t i o n of the t a r g e t area would — Are you a f r a i d t h a t 

would get you i n t o t h a t f a u l t ? 
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A. H i s t o r i c a l l y , t h a t i s what has happened t o many 

operators. You can see several w e l l s i n t h i s area t h a t 

have f a l l e n o f f the edge. Some $2 m i l l i o n worth of 

d r i l l i n g has experienced j u s t t h a t problem of g e t t i n g too 

close t o the f a u l t , g e t t i n g caught i n i t and being thrown 

on the downthrown side. 

Q. Okay, you said several w e l l s , and you po i n t e d t o 

E x h i b i t Number 6. Can you i d e n t i f y some of those wells? 

A. On E x h i b i t Number 6, you can see on the east 

f l a n k of the f i e l d there's a w e l l shown at a depth of 9217. 

Immediately west of t h a t , on the west f l a n k of 

the f e a t u r e , i s a w e l l t h a t also found i t s e l f on the 

downthrown side. I t came i n w i t h a subsurface depth of 

8803 . 

North of t h a t i s another w e l l t h a t l i t e r a l l y d i d 

get caught i n the f a u l t , as we're concerned. I t came i n a t 

8770. 

A l l of those w e l l s were d r i l l e d w i t h a n t i c i p a t i o n 

of s t a y i n g on top of the s t r u c t u r e , and by g e t t i n g too 

close t o the edge found themselves o f f t h i s f e a t u r e . 

Q. Mr. Armstrong, do you have anything f u r t h e r 

concerning E x h i b i t s 6 and 7? 

A. No, I don't. 

Q. You've also prepared a cro s s - s e c t i o n . Would you 

t e l l the Examiner what t h a t cross-section shows? And t h a t 
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i s E x h i b i t Number 8. 

A. Cross-section Number 8 was a c r o s s - s e c t i o n t h a t 

we prepared t o show the r e l a t i o n s h i p of our area of 

i n t e r e s t t o the King f i e l d proper. 

We were able t o determine from the abundant w e l l 

c o n t r o l t h a t the Mi s s i s s i p p i a n s e c t i o n t h a t o v e r l i e s our 

zone of i n t e r e s t was very t h i c k i n the King f i e l d producing 

area and t h a t i t thinned r a p i d l y t o the n o r t h . This gives 

inescapable evidence t h a t the p a l e o s t r u c t u r e , the highest 

p o r t i o n of the p a l e o s t r u c t u r e , e x i s t e d n o r t h of where the 

e x i s t i n g production i s . 

We see a f a u l t t h a t separates the two areas, and 

we b e l i e v e t h a t the area we w i l l be d r i l l i n g was the 

highest p o r t i o n of the s t r u c t u r e a t the time of d e p o s i t i o n . 

Q. Mr. Armstrong, do you have anything f u r t h e r t o — 

on E x h i b i t Number 8? 

A. No, I don't. 

Q. I n your opinion, would approval of t h i s 

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

and gas? 

A. Very much so. 

Q. Do you agree w i t h the testimony t o the same 

e f f e c t of Mr. G a r r e t t , i s t h a t — I b e l i e v e he t e s t i f i e d 

t h a t you'd be recovering o i l t h a t would not otherwise be 

recovered? 
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A. That i s t r u e . 

MR. PADILLA: Mr. Examiner, we o f f e r E x h i b i t s 6, 

7 and 8 and tender the witness. 

EXAMINER STOGNER: E x h i b i t s 6, 7 and 8 w i l l be 

admitted i n t o evidence a t t h i s time. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. I n loo k i n g a t E x h i b i t Number 7, you show the --

and t h i s i s e s s e n t i a l l y an upthrown f a u l t block; i s t h a t 

r i g h t ? 

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

Q. Okay. Over t o the west — and I'm assuming t h a t 

when I'm lo o k i n g a t E x h i b i t Number 7, i t i s a northwest 

across t h a t area; i s t h a t correct? 

A. E x h i b i t Number 7 i s a due east-west l i n e . 

Q. Across your proposed l o c a t i o n ? 

A. Yes. There are two v e r t i c a l dashed l i n e s , one 

rep r e s e n t i n g a w e l l p r e t t y f a r t o the west of our 

s t r u c t u r e . The more c e n t r a l l y located dashed l i n e i s 

i n d i c a t i n g our proposed l o c a t i o n . 

Q. Okay. But I was t r y i n g t o f i n d which of — on 

E x h i b i t Number 6, which of the two p a r a l l e l l i n e s t o the 

west represents the f a u l t : the one f u r t h e r out, about a 

h a l f m i l e away, or the one about a quarter of a mile? 

A. Both of those are down t o the west f a u l t s . 
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Q. One represents the top and the bottom? 

A. No, i t ' s s t a i r s t e p p i n g down. The major f a u l t i s 

the one t h a t i s coi n c i d e n t w i t h the w e l l t h a t has a top 

showing 8770. The l i n e j u s t outside of t h a t i s a contour 

l i n e . 

Q. I was t r y i n g t o see where the s t a i r s t e p t h a t 

you're t r y i n g t o represent on E x h i b i t Number 7 — I s t h a t 

depicted? 

A. The -- I f you s t a r t a t the proposed l o c a t i o n and 

head due west, about a h a l f inch west on t h a t map you w i l l 

see a small drop down again w i t h i n the main p o r t i o n of the 

s t r u c t u r e . These are small f a u l t s . And then the next 

f a u l t you come t o i s the major f a u l t t h a t i s depicted on 

E x h i b i t Number 7 w i t h the v e r t i c a l yellow l i n e . We have 

not attempted t o d e p i c t w i t h yellow l i n e s the small 

a n t i t h e t i c f a u l t s w i t h i n the main s t r u c t u r e . 

Q. But the two main ones are depicted? 

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

Q. The 1000-foot thrown i s the f u r t h e s t one west, 

w i t h the l i t t l e s t a i r s t e p i n d i c a t e d w i t h the one t h a t 

e s s e n t i a l l y b i s e c t s your — 

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

Q. -- your s t r u c t u r e ? 

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

Q. So even i f you step o f f the s t a i r s t e p , t h e r e are 
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w e l l s t h a t are — have produced or are producing? 

A. W i t h i n the c e n t r a l h o r s t block, t h a t i s c o r r e c t . 

Q. Now, t h i s i s q u i t e a stepout t o the n o r t h , then, 

f o r t h i s l i t t l e s t r u c t u r e , i s n ' t i t ? 

A. Yes, s i r . 

Q. On E x h i b i t Number 6 you show some survey holes, 

e s s e n t i a l l y , down t o the nor t h and south and east and west. 

Are those some o l d two-dimensional survey l i n e s ? 

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

Q. And when were those run? 

A. Those were run i n the e a r l y E i g h t i e s . I can't 

say e x a c t l y when. 

Q. Did you u t i l i z e t h a t i n f o r m a t i o n t o compare w i t h 

your three-dimensional survey? 

A. We used t h a t i n f o r m a t i o n t o determine whether 

t h i s area merited the cost of a 3-D survey. 

EXAMINER STOGNER: Okay. I have no f u r t h e r 

questions of t h i s witness. You may be excused. 

MR. PADILLA: We have nothing f u r t h e r . 

EXAMINER STOGNER: Okay, does anybody else have 

anything f u r t h e r i n Case Number 11,319? I f not, then t h i s 

case w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

9:07 a.m.) 

* * * 
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