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

10:36 a.m.: 

EXAMINER STOGNER: At t h i s time I w i l l c a l l Case 

Number 11,3 58. 

MR. CARROLL: App l i c a t i o n of Nearburg Exploration 

Company/Nearburg Producing Company t o terminate i n j e c t i o n 

operations i n t o two c e r t a i n disposal wells by rescinding 

D i v i s i o n Administrative Order SWD-336 and D i v i s i o n Order 

Number R-7 63 7, Eddy County, New Mexico. 

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

appearances. 

MR. CARROLL: Mr. Examiner, I'm Ernest C a r r o l l of 

the A r t e s i a law f i r m of Losee, Carson, Haas and C a r r o l l , 

and I'm here today representing Yates Petroleum. 

We w i l l have three witnesses, and we are 

appearing i n opposition to the A p p l i c a t i o n of Nearburg 

Petroleum. 

MR. TURNER: Mr. Examiner, my name i s Randy 

Turner, attorney w i t h the Turner and Davis lav/ f i r m out of 

Midland, Texas. 

I'm here today representing Nearburg Exploration 

Company i n the Ap p l i c a t i o n t h a t i s being heard today. I 

w i l l have three witnesses. 

MR. ERNEST CARROLL: Mr. Examiner, we've l o s t Mr. 

Bruce. He i s also going t o -- His witness went t o f i n d 
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him. 

EXAMINER STOGNER: Okay, at t h a t , w e ' l l go o f f 

the record and terminate t h i s u n t i l we go f i n d him. 

(Off the record) 

EXAMINER STOGNER: Returning back t o record, any 

other appearances? 

MR. BRUCE: Mr. Examiner, Jim Bruce from the 

Hinkle law f i r m i n Santa Fe, representing Anadarko 

Petroleum Corporation, and I have one witness. 

EXAMINER STOGNER: How many witnesses do you 

have, Mr. Carroll? 

MR. ERNEST CARROLL: Three. 

EXAMINER STOGNER: Are there any other 

appearances? 

Okay, I've got seven witnesses. I'd l i k e them t o 

a l l stand at t h i s time t o be sworn. 

(Thereupon, the witnesses were sworn.) 

EXAMINER STOGNER: Okay, Mr. Turner, since you're 

the Applicant, i s there any need at t h i s time f o r opening 

statements? 

MR. TURNER: I'd l i k e to make an opening 

statement. 

EXAMINER STOGNER: Mr. Turner? 

MR. TURNER: Mr. Hearing Examiner, give you a 

b r i e f h i s t o r y of the cases t h a t we are here t o discuss, two 
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prior cases that were heard before the Commission. 

F i r s t , i n 1984 the Commission entered i t s Order 

Number R-7637 i n Case Number 8234, a u t h o r i z i n g Anadarko 

Production Company t o d r i l l i t s Dagger Draw Number 1 

saltwater disposal v/ell at an unorthodox l o c a t i o n 1495 fe e t 

from the north l i n e , 225 feet from the west l i n e of Section 

22, Township 19 South, Range 2 5 East, i n Eddy County, New 

Mexico. 

This order authorized Anadarko t o dispose of 

produced water i n t o the Cisco/Canyon formation at 

perforat e d i n t e r v a l s between 7800 and 8040 f e e t . 

The A p p l i c a t i o n of Anadarko i n 1984 f o r such 

disposal was opposed at th a t time by Chama Production 

Company, which i s a predecessor e n t i t y t o Nearburg 

Exploration Company, who i s the Applicant i n these 

proceedings today. 

Nearburg opposed Anadarko's a p p l i c a t i o n i n 1984 

on the grounds t h a t the proposed disposal would damage 

commercial production from the Cisco/Canyon formation. 

Yates Petroleum Corporation operates i t s Osage 

Number 1 saltwater disposal w e l l , which i s s i t u a t e d i n the 

southwest quarter, northeast quarter, of Section 21, 

Township 19 South, Range 25 East, Eddy County, New Mexico, 

i n the adj o i n i n g quarter section to the Anadarko saltwater 

disposal v/ell. 
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Today, Nearburg w i l l demonstrate t h a t the 

Cisco/Canyon formation i n the area surrounding the Anadarko 

saltwater disposal w e l l and the Yates saltwater disposal 

w e l l has been and i s capable of commercial production, but 

t h a t the disposal of saltwater i n t o the formation has 

caused loss of production from t h i s formation, and the 

continued disposal of saltwater w i l l cause f u r t h e r damage 

t o the production which otherwise could be had from t h i s 

formation. 

Nov/, granted each of these saltwater disposal 

wells i s operated under v a l i d permits or orders from t h i s 

Commission. However, the Commission i s d i r e c t e d by st a t e 

s t a t u t e , New Mexico S ta tues A n n o t a t e d , 70-2-12 B 4, t o 

prevent damage to productive formations by the encroachment 

of water. And i t i s Nearburg's p o s i t i o n today t h a t the 

productive formation, being the Cisco/Canyon formation, i s 

being damaged by the continued i n j e c t i o n of water i n t o 

these two saltwater disposal wells. 

EXAMINER STOGNER: Thank you, Mr. Turner. 

Mr. C a r r o l l , would you l i k e t o make an opening 

statement at t h i s time? 

MR. ERNEST CARROLL: Mr. Examiner, I t h i n k I 

would r a t h e r wait and possibly make a cl o s i n g statement. I 

don't t h i n k t h a t I could add anything t h a t would help at 

t h i s time i n the matter. 
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EXAMINER STOGNER: Thank you. 

Mr. Bruce? 

MR. BRUCE: I th i n k I ' l l wait u n t i l c l o s i n g also. 

EXAMINER STOGNER: Okay. With t h a t , Mr. Turner, 

you may proceed. 

MR. TURNER: I'd f i r s t l i k e t o c a l l Mr. Bob 

Shelton. 

ROBERT G. SHELTON, 

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

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

DIRECT EXAMINATION 

BY MR. TURNER: 

Q. Mr. Shelton, would you please s t a t e your name f o r 

the record, please? 

A. Bob Shelton. 

Q. And your residence? 

A. Midland, Texas. 

Q. And by whom are you employed? 

A. I'm a consulting landman f o r Nearburg Exploration 

Company. 

Q. And how long have you been so employed? 

A. I've been wit h Nearburg since 1989. 

Q. And have you had occasion t o t e s t i f y before the 

O i l Conservation D i v i s i o n previously? 

A. Yes, I have. 

STEVEN T. BRENNER, CCR 
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Q. And have your qualifications as an expert landman 

previously been accepted? 

A. Yes, they have. 

MR. TURNER: I tender Mr. Bob Shelton as an 

expert i n land manners. 

EXAMINER STOGNER: Are there any objections? 

MR. ERNEST CARROLL: We have no objections. 

However, we have not been furnished a copy of the e x h i b i t s 

t h a t he's going to t e s t i f y from, so --

EXAMINER STOGNER: Do you have two a d d i t i o n a l 

ones? 

THE WITNESS: Yeah, we have a bunch of them. 

MR. TURNER: Just t r y i n g t o gain every advantage 

here. 

MR. ERNEST CARROLL: Thank you. 

EXAMINER STOGNER: Again, I ' l l ask i f there's any 

objections. 

MR. ERNEST CARROLL: No, s i r . 

MR. BRUCE: No. 

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

Mr. Turner? 

Q. (By Mr. Turner) Mr. Shelton, have you i n 

connection w i t h the hearing today prepared c e r t a i n 

e x h i b i t s ? 

A. Yes, I have. 

STEVEN T. BRENNER, CCR 
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Q. Okay, could you t e l l me which e x h i b i t s t h a t you 

have prepared? 

A. I've prepared Exhibits — I believe 1 through 8. 

Q. You have those e x h i b i t s before you? 

A. Yes, that's correct. Yes, I do. 

Q. Okay, l e t ' s look f i r s t at your E x h i b i t Number 1. 

Could you describe what t h a t e x h i b i t depicts? 

A. E x h i b i t Number 1 i s simply a lo c a t o r map of the 

area. I t depicts the general l o c a t i o n of most of the 

Dagger Draw North f i e l d , which you can see, s t a r t i n g i n 

Section 31 i n the south -- i n the west -- or the l e f t 

corner of the p l a t , i t shows wells spotted throughout the 

west -- or the l e f t h a l f of the map. I t shows the l o c a t i o n 

of the Yates Osage saltwater disposal v/ell and the Anadarko 

Osage saltv/ater disposal w e l l . 

Q. Okay. I n looking at t h i s e x h i b i t , i t appears, i f 

I'm reading t h i s map c o r r e c t l y , then, t h a t the Anadarko 

Osage w e l l i s located i n the northwest quarter of Section 

22? 

A. The Anadarko w e l l i s i n the southv/est of the 

northwest of 22, and the Yates Osage v/ell i s located i n the 

southwest of the northeast of 22 -- of 21, excuse me. 

Q. Okay. Now, i f you would, l e t ' s look at your 

E x h i b i t Number 2 and explain what i s depicted by t h i s 

e x h i b i t . 
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A. E x h i b i t Number 2 shows the boundaries, i n red, of 

the pool, Dagger Draw North-Upper Pennsylvanian Pool, 

e f f e c t i v e August, 1985, at or about the time the f i r s t 

s altwater disposal permit was issued f o r the Anadarko 

saltwater disposal v/ell. And i t also shows i n green the 

area of the current pool boundaries, as of July, 1995. 

And the only t h i n g I'd l i k e t o note on t h a t i s 

the l o c a t i o n of the Anadarko v/ell i s — at the time, 1985, 

i t was located outside the boundary of the pool. The Osage 

w e l l was located inside the boundaries of the pool. 

Q. Okay. And the boundaries of the pools as they 

exi s t e d at these various dates were the actual pools as 

established by the OCD; i s t h a t correct? 

A. Yes, these pool boundaries have been taken 

d i r e c t l y o f f the records. The North Dagger Draw f i e l d i s 

approved by the OCD. 

Q. A l l r i g h t . Now, l e t ' s go t o your E x h i b i t Number 

3. Could you explain what Ex h i b i t Number 3 is? 

A. E x h i b i t Number 3 i s the Order by the Commission 

f o r i n j e c t i o n of saltwater, f o r a saltwater disposal w e l l 

of Anadarko Petroleum Company, f o r the Anadarko Production 

Company Osage w e l l , Order R-7639. I t was issued by the 

D i v i s i o n on the 23rd day of August, 1984. And under 

paragraph 7 on the l a s t page, the j u r i s d i c t i o n i n the case 

i s retained by the Commission f o r f u r t h e r orders and 

STEVEN T. BRENNER, CCR 
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applications. 

Q. And i n the course of your involvement as a 

landman w i t h Nearburg, have you become f a m i l i a r w i t h the 

proceedings t h a t took place under t h i s Case Number 8234? 

A. Yes, I am. The case was c a l l e d , Nearburg 

objected, we wrote a l e t t e r to Anadarko saying we objected. 

We t r i e d t o work i t out v o l u n t a r i l y f o r them not t o i n j e c t 

i n t o t h i s w e l l because we f e l t l i k e the i n j e c t i o n of t h i s 

would hurt f u t u r e production i n the Cisco/Canyon r e s e r v o i r . 

We were unable to come t o a voluntary agreement. 

We opposed them at the Examiner Hearing l e v e l . The order 

was granted as you see. The order was taken t o the de novo 

l e v e l . 

We also objected through the de novo process, and 

u l t i m a t e l y they were granted permission t o i n j e c t i n t o the 

pe r f o r a t i o n s you see i n paragraph 2 of the order. 

Q. And what was the basis of the objections t h a t 

Nearburg made at the time these proceedings took place? 

A. We f e l t l i k e t h a t the Cisco/Canyon i n t h i s area 

— which we had leasehold i n t h i s area, we owned o i l and 

gas leases on a l l of Section 22. We were, at t h a t current 

time, exploring f o r o i l and gas i n t h i s section, and we 

believed t h a t production was obtainable from the 

Cisco/Canyon formation i n t h i s section, as we s t i l l do 

today. 
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Q. Okay, and you say t h a t you held leasehold i n t h i s 

Section 22 where t h i s disposal w e l l was located back i n 

1984? 

A. That's correct. 

Q. And — 

A. And so at t h a t time we were given n o t i c e of the 

hearing, and t h a t was our standing f o r o b j e c t i o n . 

Q. Okay. And does Nearburg continue t o own the 

leasehold i n t e r e s t i n Section 22? 

A. Yes, we do, i n the northwest quarter we have a 

w e l l located there now. We also have a s u b s t a n t i a l 

leasehold i n a l l the remaining portions of Section 22 and 

21. 

Q. Let's look now at your E x h i b i t Number 4. Could 

you please describe what t h a t e x h i b i t is? 

A. E x h i b i t 4 i s an order f o r the i n j e c t i o n of 

saltwater i n t o the Yates Petroleum Corporation w e l l i n Unit 

G of Section 21. That, again, i s the approved order. 

Nearburg did not object to t h i s , we d i d not have 

leasehold i n 1988 when t h i s was granted. At t h a t time we 

were not given notice of the hearing, and we had no 

standing to object. We were not given notice and d i d not 

have leasehold i n the adjoining 40 acres t o Unit G at t h a t 

time, which was the requirement f o r notice. 

Q. Okay. Let's look at t h i s order, Mr. Shelton, i f 

STEVEN T. BRENNER, CCR 
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you would, and co u l d you t e l l me b r i e f l y what t h e or d e r 

a u t h o r i z e s ? 

A. The order a u t h o r i z e s i n j e c t i o n i n t o t h e 

Cisco/Canyon f o r m a t i o n a t approximate depths o f 7672 f e e t 

t o 7813, t h r o u g h 2-7/8-inch p l a s t i c - l i n e d t u b i n g , w i t h a 

packer s e t a t 7600 f e e t . 

Q. Okay. Nov/, you s t a t e t h a t a t t h e ti m e t h a t Order 

SWD-336, v/hich i s your E x h i b i t 4, v/as en t e r e d — That was 

i n 1988; i s t h a t c o r r e c t ? 

A. February 16th, 1988, yes, s i r . 

Q. At t h a t time Nearburg had no l e a s e h o l d i n t e r e s t 

i n S e c t i o n 21? 

A. That's my understanding. At t h a t t i m e we d i d not 

own any l e a s e h o l d i n the n o r t h e a s t q u a r t e r , which would 

have been t h e -- or d i r e c t l y o f f s e t t i n g 40-acre t r a c t s , 

which would have r e q u i r e d n o t i c e . 

Q. Okay. And t o your knowledge, v/as t h e w e l l t h a t 

was t h e s u b j e c t of Order SWD-336 a c t u a l l y completed as a 

s a l t w a t e r d i s p o s a l v/ell? 

A. Yes, i t v/as. I t was a r e - e n t r y , I b e l i e v e , by 

Yates, and they converted i t t o a d i s p o s a l w e l l under t h i s 

o r d e r . 

Q. Okay. And i s t h a t v / e l l being used today as a 

d i s p o s a l v/ell? 

A. Yes, i t ' s my understanding i t i s . 
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Q. Okay, And that's one of the wells that Nearburg 

i s complaining of — 

A. That's correct. 

Q. -- i n these proceedings; i s t h a t correct? 

A. Right. 

Q. Nov/, the basis of Nearburg's complaint regarding 

the Yates disposal v/ell i n Section 21 i s what? 

A. We again believe, l i k e we do i n the Anadarko 

w e l l , t h a t continued i n j e c t i o n through p e r f o r a t i o n s located 

i n the Cisco/Canyon formation w i l l damage u l t i m a t e 

recoveries from the f i e l d and from o f f s e t t i n g l o c a t i o n s i n 

Section 21. 

Q. Okay. Now, you stated previously t h a t Nearburg 

had no leasehold i n Section 21 at the time t h a t t h i s order 

f o r the Yates was entered. Has t h a t s i t u a t i o n changed 

today? 

A. Yes, i t has. We own a s u b s t a n t i a l amount of 

leasehold i n the northeast quarter of Section 21, which 

would be the spacing u n i t f o r w e l l s , which are imminently 

t o be d r i l l e d i n the northeast quarter. 

There i s a w e l l , the Yates Petroleum Corporation 

Ross 14 Com w e l l , which v/as the subject of a previous 

pooling, v/hich i s now scheduled t o be commenced by 

September 14th, 1995, of t h i s year, by next Tuesday [ s i c ] . 

So there i s another o i l and gas v/ell t o be d r i l l e d on a 
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directly offsetting 40-acre tract to this disposal well 

w i t h i n the next week, which Yates w i l l operate. 

Q. Let's look at your E x h i b i t Number 5. Could you 

expla i n t h a t e x h i b i t ? 

A. E x h i b i t 5 i s — what we -- when we f i r s t r e a l i z e d 

-- Of course, we r e a l i z e d from the beginning t h a t there was 

a problem, but we f e l t l i k e when we d r i l l e d our Ross Ranch 

22 Number 2 v/ell, v/e needed to take some ac t i o n t o get the 

Anadarko and the -- the Anadarko v/ell shut i n p r i m a r i l y , 

f i r s t , because of the continued i n j e c t i o n i n t o i t and i t s 

pr o x i m i t y t o the Ross Ranch 22 Number 2 w e l l . 

We asked and requested a meeting w i t h Mr. Tim 

Gum, the D i s t r i c t Manager at the Artesia o f f i c e . We had a 

meeting v/ith Mr. Gum on November 8th, and we asked him at 

t h a t time t o take action to have the Anadarko w e l l shut i n . 

We at t h a t time i n v i t e d Yates Petroleum 

Corporation, who v/as present at the meeting, and Anadarko 

Petroleum, who was present at th a t meeting, and v/e had the 

meeting, we presented our evidence i n support of s h u t t i n g 

i n these wells t o Mr. Gum. 

Mr. Gum's response was t h a t v/e d i d n ' t have a v/ell 

y et, which we di d n ' t . We'd d r i l l e d i t , v/e' d cased i t , but 

we had not completed the we l l yet. Mr. Gum suggested t h a t 

we complete the v/ell and, i f i t completed as a productive 

o i l and gas w e l l , t h a t we then w r i t e him a l e t t e r and l e t 
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him know, w i t h a completion report, and then he would take 

i t -- then he would make a decision on what t o do. 

This l e t t e r i s i n response t o t h a t request by Mr. 

Gum. We completed the w e l l , as you can see by the attached 

C-104. This i s the completion r e p o r t . I t was forwarded 

w i t h t h i s l e t t e r t o Mr. Gum on December 15th, 1994. At 

t h a t time, again, v/e — the w e l l v/as — I t says i n the 

l e t t e r , The v/ell v/as tested on December 1st, 1994, at a 

r a t e of 67 bar r e l s of o i l a day and 4624 b a r r e l s of water, 

364 MCF of gas." 

At t h a t time v/e asked Mr. Gum t o cease the 

i n j e c t i o n i n t o the Anadarko v/ell, because v/e had completed 

a commercial producer o f f s e t t i n g i t . And t h i s l e t t e r 

i n d i c a t e s our desire to have the v/ell shut i n and our 

continued e f f o r t s , beginning at t h a t time, November 8th, t o 

have the v/ell shut i n . 

Q. Now, t h a t v/ell t h a t v/as completed i n December of 

1994 i s your Ross Ranch 22 Number 2 v/e l l ; i s t h a t correct? 

A. That i s correct. 

Q. And i t ' s located approximately what distance from 

the Anadarko disposal v/ell? 

A. I t i s a l o c a t i o n of 660 from the west l i n e and 

1930 from the north l i n e of Section 22. I t f a l l s about 600 

fe e t southeast of the Anadarko disposal v/ell. 

Q. And i t i s producing from what formation? 
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A. I t produces from the Cisco/Canyon formation. 

Q. And t h a t i s the same formation i n t o which water 

i s being i n j e c t e d i n the Anadarko v/ell? 

A. That i s correct. 

Q. Based upon your experience w i t h Nearburg i n t h i s 

general area and the wells i n the surrounding area, what --

how would you r a t e your Ross Ranch 22 Number 2 v/ell i n 

r e l a t i o n to the wells i n the area? 

A. I t i s always — Since the beginning of the w e l l , 

i t has performed w i t h a very high v/ater cut, and i t i s not 

a t y p i c a l w e l l f i e l d . 

Q. Okay. I s n ' t i t true t h a t the wells i n t h i s f i e l d 

t y p i c a l l y have a high water cut? 

A. Yes, as you would compare i t t o other known 

producing f i e l d s not i n the Dagger Draw or not i n the 

Cisco/Canyon, t h a t i s correct. 

Q. But would you say t h a t the v/ater cut from t h i s 

w e l l i s higher than what you would normally f i n d i n t h i s 

area from Cisco/Canyon wells? 

A. Yes, i t ' s s u b s t a n t i a l l y higher. 

Q. And the quantity of o i l , how would you r a t e i t ? 

A. I t ' s not as great a q u a n t i t y as what we would 

l i k e t o see, nor i s the gas. 

Q. I s i t lower than what you have experienced i n the 

w e l l s t h a t have been d r i l l e d i n t h i s immediate area? 
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A. Yes, i t i s . 

Q. Let's look at your Ex h i b i t 6. Would you explain 

what E x h i b i t 6 is? 

A. E x h i b i t 6, we also — You know, a f t e r we had the 

meeting w i t h Tim Gum, we also wrote Anadarko and Yates a 

l e t t e r -- our law f i r m , Jackson and Walker out of Dallas, 

Texas, wrote Anadarko and Yates, asked them t o v o l u n t a r i l y 

cease i n j e c t i o n . 

This i s the response of Anadarko Petroleum. They 

declined t o cease i n j e c t i o n . They s t a t e t h a t t h e i r w e l l i s 

being operated under an approved order, v/hich of course i t 

was. 

They also say t h a t they're — "As a r e s o l u t i o n t o 

t h i s dispute Nearburg i s encouraged t o purchase the Dagger 

Draw SWD Number 1 w e l l i n the July 12th, 1995, O i l and Gas 

Clearinghouse Auction." Evidently, they decided they were 

going t o s e l l t h i s w e l l , they were n o t i f y i n g us here t h a t 

they were going to s e l l the w e l l , and encouraged t h a t we 

buy the w e l l instead of pursuing having the w e l l shut i n . 

But t h i s was t h e i r response to our voluntary request, once 

again, t o have the w e l l shut i n . 

Q. Going back t o your Ex h i b i t 5, the l e t t e r t h a t you 

wrote t o Mr. Tim Gum at the OCD i n A r t e s i a , what v/as the 

response t o t h i s l e t t e r ? 

A. I got no w r i t t e n response from Mr. Gum. I 
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believe the only communication f o l l o w i n g t h i s l e t t e r was 

Mr. Gum, as I understand i t , c a l l e d our d i s t r i c t o f f i c e i n 

Hobbs, New Mexico, and t o l d one of our representatives 

there, Scott Kimbrough, t h a t he would not req u i r e him t o 

shut the w e l l i n , and v/e would have t o take i t t o Santa Fe. 

Q. Okay, and that's why you're here today? 

A. That i s correct. 

Q. A f t e r your l e t t e r to Anadarko of May 5th, your 

E x h i b i t 6, v/as there any f u r t h e r communication between 

Nearburg and Anadarko regarding attempts t o resolve the 

concerns t h a t Nearburg had? 

A. Well, the only other communications we had w i t h 

Anadarko was during the meeting of November 8th, and v/e 

discussed, you know, a l o t of things about -- v/ith Mr. Gum 

and v/ith Anadarko — concerning whether or not actual 

damage had occurred and v/as continuing t o occur because of 

the disposal w e l l . 

One of the things we proposed at t h a t time, and 

seemed acceptable at the meeting, v/as some type of j o i n t 

cooperation t o determine whether or not there v/as any 

damage going on, and I believe Tim McDonald, our engineer, 

w i l l address t h a t . 

There v/as no communication a f t e r the date of the 

r e c e i p t of t h i s l e t t e r from Anadarko. 

Q. Moving to your Ex h i b i t Number 7, could you t e l l 
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us what t h i s e x h i b i t is? 

A. This i s an e x h i b i t from Mr. Peace from Panhandle 

Royalty. He's a working i n t e r e s t owner w i t h us, Yates, a l l 

the other -- I mean, they have mineral i n t e r e s t s and 

working i n t e r e s t s i n several wells and loc a t i o n s out i n the 

Dagger Draw f i e l d . 

The l e t t e r i s a request t o the D i v i s i o n t o have 

the Anadarko and the Yates wells shut i n . They support our 

p o s i t i o n and they believe t h a t damage may have occurred and 

could continue t o occur i f i n f a c t these wells are allowed 

t o continue t o be i n j e c t e d i n t o . 

Q. Okay, and your E x h i b i t Number 8? 

A. Our Ex h i b i t Number 8 i s a l e t t e r , the same 

manner, from Mr. James T. Jennings, who i s also a working 

i n t e r e s t owner and a leasehold owner -- I mean a mineral 

i n t e r e s t owner i n the area. He p a r t i c i p a t e s w i t h us i n 

several w e l l s , also v/ith Yates Petroleum. He's also 

requesting the D i v i s i o n t o shut these wells i n . 

Q. You previously t e s t i f i e d t h a t Nearburg has 

leasehold p o s i t i o n s i n a l l of Section 21 and most of 

Section 22; i s t h a t correct? 

A. A l l of 21 and a l l of 22. 

Q. What e f f e c t has the existence of these saltwater 

disposal w e l ls had on Nearburg's plans t o develop your 

leasehold i n t e r e s t s i n t h i s area? 
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A. Well, i t c e r t a i n l y — You know, we f e l t l i k e i t 

was prudent t o develop t h i s area. We s t i l l f e e l l i k e t h i s 

area i s productive of o i l and gas. I t ' s h e l d back our 

co n t i n u i n g e f f o r t t o d r i l l w e l l s out here because we've had 

to be very cautious. 

As presented i n testimony e a r l i e r , before the 

Commission, even Yates has been very cautious about 

d r i l l i n g w e l l s i n t h i s area because of a l l the water 

disposed out here, and i t may u l t i m a t e l y cause w e l l s not t o 

be d r i l l e d , or c e r t a i n l y not a t the same r a t e t h a t i t would 

have been otherwise. 

MR. TURNER: I have no f u r t h e r questions on 

d i r e c t . 

EXAMINER STOGNER: Thank you, Mr. Turner. 

Mr. C a r r o l l ? 

CRO S S-EXAMINATION 

BY MR. ERNEST CARROLL: 

Q. Mr. Shelton, f i r s t t u r n i n g t o your E x h i b i t Number 

2, you have shown the pool boundary as of two dates. With 

respect t o the f i r s t date of August of 1985, a t t h a t p o i n t 

i n time the w e l l t h a t Yates operates as the Osage Number 1 

sa l t w a t e r disposal w e l l , i t was a w e l l t h a t was producing 

from the Canyon, was i t not? 

A. As an o i l and gas w e l l , I understand. I t was not 

at t h a t time a salt w a t e r disposal w e l l , t h a t i s c o r r e c t . 
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Q. A l l r i g h t . So sometime i n between these two time 

periods, the Osage v/ell was --

A. -- converted. 

Q. — converted? 

A. Right. 

Q. A l l r i g h t . 

A. That i s correct. 

Q. Now, at the time t h a t the Osage w e l l — Let's say-

back i n August of 1985, the Osage w e l l t h a t was then 

operated by Anadarko, t h a t v/as the farthestmost — or the 

f a r t h e s t extension or producing v/ell i n the Canyon 

formation at t h a t time; i s th a t correct? 

A. As representative of t h i s map, I believe t h a t ' s 

c o r r e c t . I have not worked the geology i n the area, but I 

t h i n k you're correct. 

Q. And you're also aware t h a t the Anadarko w e l l v/as 

considered a very poor producer at t h a t time because the 

water cut i n t h a t v/ell v/as r i g h t around 49 t o 1? 

A. As many wells were during t h a t time. I don't 

believe any submersible-pur.p technology v/as used, and I 

t h i n k i t ' s j u s t -- I t h i n k t h a t i t v/as considered a poor 

w e l l because i t wasn't production tested i n the manner they 

are today. 

Q. A l l r i g h t . So -- Nov/, w i t h respect t o producers 

t h a t are east of the Osage v/ell, there are no Canyon 
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producers east of there, are there, a t t h i s present time, 

today's date? 

A. Yes, there i s the Ross Ranch 22 Number 2 w e l l , 

and then there's the F a i r c h i l d 24 Number 4 w e l l — 24 

Number 1 w e l l , which i s located two miles east i n the 

northwest quarter of Section 24 of 19-25. 

Q. A l l r i g h t . With respect t o the w e l l i n Section 

— excuse me, the Ross Ranch w e l l i n Section 22 — 

A. Yes. 

Q. — the o i l - w a t e r r a t i o i n t h a t i s very h i g h , i s 

i t not? 

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

Q. With respect t o your F a i r c h i l d 24 w e l l , what i s 

the o i l - w a t e r r a t i o i n t h a t w e l l a t the present time? 

A. I don't know. I ' d have t o — Tim McDonald would 

have t o t e l l you. I'm not sure t h a t I can give you t h a t 

c o r r e c t l y . 

Q. When was t h a t d r i l l e d , do you know? 

A. Six months ago, I bel i e v e , would be a good 

estimate. 

Q. I s i t c u r r e n t l y on l i n e and producing? 

A. Yes, i t i s . 

Q. And so i t has about s i x months' worth of 

production? 

A. Yes, i t does, t h a t ' s c o r r e c t . 
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Q. Now, there is a well in Section 23 — i t ' s called 

the B&B -- i s there not, t h a t Yates --

A. That's correct. 

Q. -- excuse me, t h a t Nearburg operates as a Morrow 

w e l l ; i s t h a t correct? 

A. I t ' s the B&B Number 1 v/ell. I t ' s located i n the 

east h a l f of Section 22, and i t i s c u r r e n t l y p e r f o r a t e d i n 

the Cisco/Canyon. 

Q. That v/ell v/as perforated i n the Cisco/Canyon over 

ten years ago, v/as i t not? 

A. I n i t i a l l y i t was, yes, and then we went back and 

d i d some more work on i t w i t h i n the l a s t two years. 

Q. I s t h a t v/ell producing from the Cisco/Canyon at 

t h i s time? 

A. No, v/e believe i t i s productive i n the 

Cisco/Canyon formation, and i t i s not now producing. 

Q. So t h a t v/ell has been open i n the Cisco/Canyon 

f o r at le a s t ten years? 

A. That's correct. 

Q. And yet at t h i s time Nearburg has been unable t o 

make t h a t a producer; i s t h a t correct? 

A. The reason i s because i t has 4-1/2-inch casing i n 

i t , and you can't run the submersible pumps i n i t , and --

you know, v/e j u s t -- v/e haven't been able t o make i t a 

producer, v/e believe, because of t h a t — because of the 
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occurrence of that situation. 

Q. The v/ell, though, v/as tested back v/hen i t was 

f i r s t d r i l l e d , and Nearburg made a determination t h a t i t 

would not be a commercial Canyon producer though, back some 

ten years ago? 

A. The v/ell i s TA'd at t h i s time, and we have never 

determined t h a t i t w i l l not be a Cisco/Canyon producer. We 

s t i l l believe i t w i l l be a Cisco/Canyon producer. 

Q. But you have no obj e c t i v e , demonstrative evidence 

t o t h a t e f f e c t ? 

A. That i s correct. 

Q. And you haven't gathered i t i n the past ten 

years? 

A. That i s correct. 

Q. Now, there i s a w e l l t o the south t h a t was also 

t e s t e d . There's a Boyd -- I'm not sure of the name -- i n 

Section 27; i s t h a t correct? 

A. That v/as the South Boyd Number 1 w e l l t h a t 

Nearburg operated. Again, t h a t v/ell was d r i l l e d some time 

ago. I t was completed i n the Morrow formation. 

We again believe -- Well, v/e know t h a t the 

Cisco/Canyon formation i s productive. We attempted -- I t 

has 4-1/2-inch casing i n i t also. The v/ell was opened i n 

the Cisco/Canyon formation and v/as not made productive 

because of the conditions of the 4-1/2-inch casing, we 
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believe, and now we've d r i l l e d two other wells i n t h a t same 

p r o r a t i o n u n i t , and both of them are ex c e l l e n t w e l l s . 

Q. Now, what p r o r a t i o n u n i t i s that? I t ' s — 

A. The p r o r a t i o n u n i t --

Q. I've fo r g o t t e n — I'm not sure t h a t we've 

c o r r e c t l y i d e n t i f i e d the quarter section and section here, 

and I --

A. Yeah, on Exhibit 2 y o u ' l l see, i n the northwest 

quarter of 22, y o u ' l l see a gas v/ell symbol. That's the 

South Boyd Number 1 w e l l . Now. 

Q. I s t h a t 22 or 27? 

A. Excuse me, I said -- I t ' s 27, I'm sorry. I may 

have said 22. 

Q. A l l r i g h t . 

A. I n 27 i t ' s located i n the southeast of the 

northwest quarter. 

Subsequent to tha t date, and j u s t r e c e n t l y , 

Nearburg has now d r i l l e d a South Boyd Number 3 and the 

South Boyd Number 6, located i n the northv/est of the 

northwest and the southwest of the northwest. Both wells 

are completed i n the Cisco/Canyon formation and are 

ex c e l l e n t producers. 

Q. Now, l e t me get those -- Those two wells are 

where, now, i f you would? 

A. The South Boyd Number 3 v/ell i s i n the southv/est 
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of the northwest. 

Q. Southwest of the northwest. So t h a t would be i n 

the — 

A. I t ' s 660 — 

Q. — 4 0 — i t would have been — Okay, i t ' s j u s t 

d i r e c t l y due west of the e a r l i e r Boyd w e l l , c o r r e c t ? 

A. Right. 

Q. Now, where i s the other one? 

A. I t would be 660 from the n o r t h and west. 

Q. 660 from — 

A. I'm sor r y , i t ' s 990 from the n o r t h , 660 from the 

west. 

Q. Okay. So i t would be j u s t n o r t h , then, of the 

Number 3? 

A. North and west. 

Q. North and west. And i t ' s also i n Section 27? 

A. Yes. 

Q. A l l r i g h t . Now, when were these w e l l s completed? 

A. Well, the South Boyd Number 6 w e l l , which i s the 

one i n the northwest quarter, was completed w i t h i n the l a s t 

two weeks. 

Q. A l l r i g h t . And you say t h a t ' s a good w e l l . What 

k i n d of production data do you have on tha t ? 

A. Again, I ' l l have t o defer t h a t t o Tim McDonald. 

I don't know. I know i t ' s a — 
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Q. So you don't have any information which supports 

your statement t h a t i t ' s a good producer; you j u s t have 

been t o l d that? 

A. Well, I know t h a t I've seen d r i l l i n g r e p o r t s t h a t 

show very s u b s t a n t i a l q u a n t i t i e s of o i l . 

Q. A l l r i g h t . So what you're t a l k i n g about, have 

you had anything more than a d r i l l stem t e s t i n t h a t w e l l 

at t h i s point? 

A. Yes, we have i t on production, i t ' s on l i n e . 

Q. I t ' s a c t u a l l y on line? 

A. On l i n e , on production, both o i l and gas. 

Q. Approximately how long? Two weeks? 

A. Yeah, a week, two weeks. 

Q. The w e l l , then, south of t h a t , how long has t h a t 

been d r i l l e d ? 

A. Three months. I t ' s been on production. 

Q. And i t ' s on production? 

A. Yes. 

Q. Do you know what the production r a t e on t h a t w e l l 

is? 

A. Again, i t ' s very s u b s t a n t i a l . I don't know what 

i t i s . 

Q. Do you know what the o i l - w a t e r r a t i o s of e i t h e r 

of those two wells are? 

A. I do not. 
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Q. Now — 

A. Also, I might point out t h a t we are d r i l l i n g 

another w e l l r i g h t now i n which Yates i s a p a r t i c i p a n t and 

a working i n t e r e s t partner, i n the southwest quarter of 

Section 22, which i s a d i r e c t south o f f s e t t o the Ross 

Ranch 22 Number 2 w e l l , and a south o f f s e t t o the Anadarko 

disposal w e l l . 

Q. What i s the percentage of ownership of Yates i n 

t h a t w e l l t h a t you've j u s t t o l d us about? 

A. Fourteen, 15 percent, I t h i n k . They j u s t 

r e c e n t l y , w i t h i n the l a s t week, acquired the i n t e r e s t of 

T i e r r a O i l Company, so they've been attempting t o b u i l d 

t h e i r i n t e r e s t i n t h a t prospect. 

Q. Their i n t e r e s t o r i g i n a l l y was a l i t t l e over two 

percent; i s t h a t correct? I n f a c t , t h a t ' s what t h e i r 

i n t e r e s t i n the Ross Ranch 22 is? 

A. I n the Ross Ranch 22, tha t ' s c o r r e c t . I t h i n k 

i t ' s 2.3 4 percent or something. I don't know i f t h a t ' s — 

I don't remember Yates -- And then they've got a l o t of, 

you know, the Abo, MYCO and Yates D r i l l i n g , and a l l of 

them, I t h i n k , have a l i t t l e more than t h a t , but i t ' s not 

s u b s t a n t i a l . 

Q. Your Ex h i b i t Number 4, the order granting the 

saltwater disposal w e l l to Yates Petroleum, now, t h i s w e l l 

-- This was done what date? 
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A. February 16th, 1988. 

Q. A l l r i g h t . Now, you t e s t i f i e d t h a t on February 

16th, 1988, Nearburg had no p o s i t i o n i n t h a t northeast 

quarter of Section 21; i s t h a t correct? 

A. Well, I say t h a t because we got no n o t i f i c a t i o n , 

and I'm assuming t h a t under the OCD Rules, Yates would have 

given us n o t i f i c a t i o n had we had a leasehold i n t e r e s t 

w i t h i n the required quarter-mile areas i n a radius around 

the borehole. 

And so I know we didn't ger not i c e , our acreage, 

our leasehold p o s i t i o n at t h a t time. I was not w i t h 

Nearburg, and I can't r e a l l y t e s t i f y t o t h a t . I know we 

di d n ' t get notice. 

Q. You haven't, then, gone on and checked t o see 

exactly when Nearburg acquired t h a t i n t e r e s t ? 

A. No, I have not. 

Q. Mr. Nearburg -- Mr. Shelton, weren't you working 

f o r Nearburg when t h a t i n t e r e s t was acquired? 

A. I t ' s possible. I s t a r t e d i n September of 1989, 

and i t i s possible, and I know f o r a f a c t t h a t while a l o t 

of t h a t i n t e r e s t was acquired I was wi t h Nearburg, t h a t ' s 

c o r r e c t . 

Q. Now, what i s the acreage p o s i t i o n of Nearburg i n 

t h a t quarter section now? 

A. I believe -- To the best of my r e c o l l e c t i o n , I 
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believe we have 4 6 percent. 

Q. So since t h i s w e l l has become a saltwater 

disposal, you have acquired almost 50 percent of the 

working i n t e r e s t r i g h t s i n t h a t p r o r a t i o n unit? 

A. That's correct. 

Q. Can you t e l l me why Nearburg v/ould make such a 

s u b s t a n t i a l investment, knowing t h a t i t v/as acquir i n g 

acreage between two active saltwater disposal wells? 

A. Well, v/e believe, as v/e d i d , and as e x h i b i t e d by 

our hearing, v/e believe t h a t area i s productive of o i l and 

gas, assuming t h a t i t hadn't been a f f e c t e d by the saltwater 

disposal. 

Q. But apparently Nearburg made the decision t o 

ignore the possible e f f e c t of damage by the saltv/ater wells 

and acquire t h i s acreage position? 

A. I don't t h i n k v/e ignored i t at a l l . I believe, 

j u s t l i k e the testimony t h a t Brent May gave a couple of 

weeks ago, we a l l had some concern. But v/e believe i t was 

worth acquiring acreage. At the time, acreage was 

r e l a t i v e l y -- very inexpensive, and we were not p u t t i n g 

ourselves i n a p o s i t i o n of extreme r i s k by doing so. 

Q. I see. Now, also w i t h respect t o the hearing 

t h a t you j u s t t a l k ed about, Yates and Nearburg had two 

competing app l i c a t i o n s f o r force pooling i n t h a t northeast 

quarter of Section 21, the p r o r a t i o n u n i t i n which the 
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Yates Osage w e l l i s located; i s n ' t t h a t correct? 

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

Q. Yates advocated a w e l l s i t e l o c a t i o n t h a t would 

have been due north of the Osage, i n the northwest of the 

northeast; i s t h a t correct? 

A. That i s correct. 

Q. And Nearburg advocated a l o c a t i o n i n the 

northeast of the northeast; i s t h a t correct? 

A. Yes, s i r , that's correct. 

Q. The l o c a t i o n of Nearburg, the one i t advocated a 

few weeks ago, would have been closer -- i t would have been 

almost i n a p o s i t i o n to be affected by both of the 

saltwater disposal w e l l s , where the Yates w e l l would — 

would, by l o c a t i o n , only be i n a p o s i t i o n t o be a f f e c t e d by 

the one disposal w e l l ; i s n ' t t h a t true? 

A. Well, I don't knew tha t that's t r u e . I mean, I 

— nobody — I can't t e l l you what the e f f e c t of those 

disposal wells have been. I n closer p r o x i m i t y , yes. 

Effectwise, I don't t h i n k I can t e s t i f y t o t h a t . However, 

I w i l l say t h a t we f e l t l i k e our w e l l would have been 

higher s t r u c t u r a l l y , and we f e l t l i k e our l o c a t i o n was the 

pre f e r r e d l o c a t i o n . 

Q. Now, when the Ross Ranch 22 'was d r i l l e d — I t ' s 

how many fe e t from the Osage well? 

A. Six hundred f e e t . 
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Q. Six hundred feet? 

A. Right. 

EXAMINER STOGNER: Mr. C a r r o l l — 

MR. ERNEST CARROLL: Yes? 

EXAMINER STOGNER: — a l o t of these questions 

you're asking are a l o t l i k e drainage, and I ' d l i k e f o r you 

t o probably hold o f f and ask the engineer t h a t . I ' d l i k e 

f o r t h i s t h i n g t o move on a l i t t l e b i t quicker than what 

we've got s t a r t e d , which I was under the impression t h a t we 

could get t h a t going today. But i f we keep a t t h i s r a t e , 

we're not going t o be out of here i n time. 

MR. ERNEST CARROLL: Well, I wondered why Mr. 

Turner asked so many questions and Mr. Shelton o f f e r e d so 

many opinions about these kinds of matters i n h i s d i r e c t , 

and since they o f f e r e d the opinions and got them i n the 

record t h a t ' s why I'm asking these questions. 

I was ki n d of wondering where the e x p e r t i s e come, 

and as we're f i n d i n g out, there c e r t a i n l y i s n ' t a whole l o t 

of e x p e r t i s e . 

EXAMINER STOGNER: Then we can move on, then, I 

t h i n k . 

Q. (By Mr. Ernest C a r r o l l ) Again, the spacing of 

the two w e l l s i s j u s t 660 f e e t ; i s t h a t c o r r e c t ? 

A. Right, between the Ross Ranch and the Anadarko 

di s p o s a l w e l l . 
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Q. At the time t h a t the w e l l was located, you knew 

t h a t the -- Nearburg was aware t h a t the Anadarko Osage w e l l 

was a saltwater disposal w e l l ; i s n ' t t h a t correct? 

A. That's correct. 

Q. At t h a t time, t h a t i t was -- the decision by 

Nearburg was made t o d r i l l the Ross Ranch 22, Nearburg also 

had the same p o s i t i o n t h a t i t holds r i g h t now, i n the 

southwest quarter of Section 22; i s n ' t t h a t correct? 

A. Yes, I believe that's c o r r e c t . 

Q. I f you t u r n t o your E x h i b i t Number 5, t h i s i s 

your l e t t e r of December 5th, 1994, i s n ' t i t ? 

A. Yes, s i r . 

Q. I s n ' t t h a t correct? 

A. Yes, s i r --

Q. I notice --

A. — t h a t — 

Q. Excuse me, I didn't mean t o overspeak you. 

In your second paragraph, second sentence, i t 

says, "As evidenced at our meeting, NPC and Yates Petroleum 

believe the continued i n j e c t i o n of s a l t water by Anadarko 

i n t o a known productive formation puts at r i s k . . . " and you 

go on. 

A. Yeah. 

Q. My question i s , who authorized you t o make t h a t 

statement on behalf of Yates Petroleum Corporation? 
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A. At the time t h a t we had the meeting, Yates showed 

up w i t h us, we were only t a l k i n g about the Anadarko w e l l , 

we were not discussing the Yates w e l l at t h a t time. By 

t h e i r presence at the meeting, we f e l t l i k e they were i n 

support of having t h i s v/ell shut i n . 

Q. You were informed, and the statement was made by 

Mr. Brent May at th a t meeting, t h a t Yates 1 p o s i t i o n was 

t h a t they would take no p o s i t i o n w i t h respect t o the 

Anadarko w e l l ; i s n ' t t h a t true? 

A. That may have — I don't remember t h a t , but t h a t 

may have been t r u e . 

Q. And i n f a c t , s h o r t l y t h e r e a f t e r , the law f i r m of 

Mr. Carr 1s was contacted to prepare a p e t i t i o n much l i k e 

the one v/e're now hearing which included Yates Petroleum as 

an applicant, and you were informed and v/ere asked t o take 

Yates Petroleum's name o f f of th a t a p p l i c a t i o n ; i s n ' t t h a t 

correct? 

A. That v/as the time t h a t we r e a l i z e d t h a t Yates v/as 

not going t o support us i n the s h u t t i n g i n of the Anadarko 

w e l l , v/as when v/e t r i e d to f i l e a j o i n t motion, and v/e were 

t o l d t h a t there would be no j o i n t motion. 

Q. Mr. Shelton, you made a number of statements and 

t e s t i f i e d at length there at the end of your d i r e c t t h a t 

the Ross Ranch 22 v/as not a t y p i c a l v/ell i n the f i e l d . Do 

you have any special expertise or t r a i n i n g or knowledge 
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which allows you t o a r r i v e — or reach t h a t opinion? 

A. No. 

MR. ERNEST CARROLL: I pass the witness. 

EXAMINER STOGNER: Mr. Bruce? 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Shelton a f t e r — I t h i n k t h e r e was a November 

8th, 1994, meeting w i t h Mr. Gum at the OCD's A r t e s i a 

o f f i c e ? 

A. Correct. 

Q. A f t e r t h a t meeting, d i d you or anyone a t Nearburg 

contact Anadarko or Yates t o arrange t o work out a 

cooperative t e s t i n g program? 

A. Well, t h i s w i l l be brought up l a t e r , but yes, we 

went out t o the w e l l several days l a t e r , and Tim w i l l b r i n g 

t h i s up i n h i s testimony, but we went out t o the w e l l t o 

t r y t o look, see what the i n j e c t i o n pressures were, t o see 

what was going on and t o contact t h e i r people. 

And i n f a c t , they had — Since t h a t p e r i o d of 

time, since the November 8th meeting, they had welded caps 

over a l l t h e i r gauges and chained them down and locked 

them. So we couldn't see the w e l l , we couldn't look a t i t . 

We had no — And we've got some e x h i b i t s of t h a t which 

w e ' l l b r i n g out. But — 

EXAMINER STOGNER: Do you have the e x h i b i t s , s i r ? 
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THE WITNESS: Yeah, they're Tim's --

EXAMINER STOGNER: Do you have the e x h i b i t s ? 

THE WITNESS: No, s i r , I'm sorry, I don't. 

EXAMINER STOGNER: Then why don't we r e f e r any of 

th a t t o t h a t p a r t i c u l a r witness? 

Mr. Bruce, do you have any other questions? 

MR. BRUCE: Just one, Mr. Examiner. 

EXAMINER STOGNER: Then keep i n them i n l i n e w i t h 

regards t o he's a landman. 

MR. BRUCE: Well, that's — I was j u s t asking i f 

anyone had contacted anyone at --

THE WITNESS: No, s i r , we di d not. 

Q. (By Mr. Bruce) You did not. 

And one f i n a l question. Regarding the Yates SWD-

336 order, do you -- does your review of Nearburg's f i l e s 

reveal an approximate date when Nearburg learned of t h a t 

order? 

A. I have not gone and researched t h a t . And no, I 

do not knew the answer to t h a t . 

MR. BRUCE: That's a l l I have, Mr. Examiner. 

EXAMINER STOGNER: Mr. Turner, any r e d i r e c t ? 

MR. TURNER: No. 

EXAMINER STOGNER: Okay, you may be excused. 

As f a r as I'm concerned, you've cut i n t o your 

lunch hour. 
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Let's go o f f the record f o r a minute. 

(Off the record) 

EXAMINER STOGNER: At t h i s time I'm going t o c a l l 

a lunch break of 4 5 minutes. We'll reconvene here a t 

12:15. 

(Thereupon, a recess was taken at 11:30 a.m.) 

(The f o l l o w i n g proceedings had at 12:15 p.m.) 

EXAMINER STOGNER: This hearing w i l l come t o 

order. 

Mr. Turner? 

MR. TURNER: Yes, Mr. Hearing Examiner, I — At 

the conclusion t h i s morning's session I f a i l e d t o ask f o r 

the admission of Exhibits 1 through 8, so I'd l i k e t o do so 

at t h i s time. 

EXAMINER STOGNER: Are there any objections? 

MR. ERNEST CARROLL: None. 

EXAMINER STOGNER: Exhibits 1 through 8 w i l l be 

admitted i n t o evidence. 

MR. TURNER: And I'd next c a l l Mr. Tim McDonald. 

TIM MCDONALD, 

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

hi 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. TURNER: 

Q. Mr. McDonald, 'would you please s t a t e your f u l l 
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name for the record? 

A. My name i s Tim McDonald. 

Q. And where are you employed? 

A. Nearburg Producing Company i n D a l l a s , Texas. 

Q. How long have you been so employed? 

A. Since 1985. 

Q. Okay. And what i s your j o b d e s c r i p t i o n w i t h 

Nearburg? 

A. I'm a petroleum engineer. 

Q. And have you p r e v i o u s l y t e s t i f i e d b e f o r e t h e O i l 

Con s e r v a t i o n D i v i s i o n ? 

A. Yes, I have. 

Q. And have your q u a l i f i c a t i o n s as an e x p e r t i n 

pet r o l e u m e n g i n e e r i n g been p r e v i o u s l y accepted? 

A. Yes, they were. 

MR. TURNER: I tender Mr. McDonald as an e x p e r t 

i n p e t roleum e n g i n e e r i n g . 

EXAMINER STOGNER: Are t h e r e any o b j e c t i o n s ? 

MR. ERNEST CARROLL: No s i r . 

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

Q. (By Mr. Turner) Mr. McDonald, have you prepared 

e x h i b i t s i n connec t i o n w i t h the t e s t i m o n y t h a t you're about 

t o g i v e i n these proceedings? 

A. Yes, I have. 

Q. Okay, co u l d you t e l l me which e x h i b i t s you have 
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prepared or were prepared at your d i r e c t i o n ? 

A. Exh i b i t s 9, 10, 11, 12 and 13. 

Q. Okay. Mr. McDonald, l e t ' s f i r s t look at your 

E x h i b i t Number 9. Could you describe E x h i b i t Number 9 and 

t e l l us what i t depicts? 

A. I t ' s simply a monthly p l o t of the data t h a t we 

were able t o get from the OCD recording the pressures and 

volumes of water t h a t was i n j e c t e d i n t o the Anadarko Dagger 

Draw SWD Number 1, showing --

Q. Would you -- Go ahead, excuse me. 

A. I v/as j u s t going to say, our records show t h a t 

through A p r i l of 1995 they had i n j e c t e d over 2 m i l l i o n 

b a r r e l s i n t h a t w e l l . 

Q. Okay. Could you j u s t kind of walk through the 

e x h i b i t f a i r l y b r i e f l y and give us some examples of what 

information i s depicted at c e r t a i n points? 

A. I t ' s simply a graph showing — The blue squares 

are the bar r e l s per month, and red diamonds are the 

reported pressure, i n j e c t i o n pressure i n t o the w e l l t h a t 

are f i l e d monthly v/ith the OCD. 

Q. A l l r i g h t . Let's next look at your E x h i b i t 

Number 10. Could you describe t h i s e x h i b i t f o r us? 

A. I t ' s the same type of e x h i b i t f o r the Yates Osage 

SWD Number 1. Again, the blue squares are the b a r r e l s and 

the diamonds are the pressure. 
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I t shows -- The records t h a t v/e received shov/s 

t h a t they had i n j e c t e d about 6.5 m i l l i o n b a r r e l s as of 

5-1-95. 

I t also shows t h a t some time ago t h a t they 

b a s i c a l l y had ceased i n j e c t i o n i n t o t h a t w e l l . They j u s t 

-- A couple months i n 1995, they i n j e c t e d some minimal 

volumes. 

Q. Okay. And approximately v/hen d i d t h a t occur? 

A. Which? 

Q. The cessation of i n j e c t i o n . 

A. November of 1993. 

Q. Okay, and since t h a t time, approximately how much 

v/ater has been injected? 

A. From the records I v/as able t o receive, i t looked 

l i k e j u s t March of 1995 and A p r i l of 1995, they i n j e c t e d 

850 b a r r e l s and 800 ba r r e l s , r e s p e c t i v e l y . 

Q. Okay. Next, look at your E x h i b i t Number 11. 

Could you describe t h a t e x h i b i t f o r us? 

A. I t 1 s a production curve of the Nearburg Ross 

Ranch 22 Number 2 v/ell from inception v/hen i t went on l i n e 

i n November of 1994 through July's production. I t shows --

The top curve, the W's are the water production, the sta r s 

are the o i l production, and the gas i s the dashed l i n e . 

Q. Okay. Kr. McDonald, are you f a m i l i a r w i t h the — 

S t r i k e t h a t . 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

46 

Approximately how many w e l l s does Nearburg own an 

i n t e r e s t i n , i n the Dagger Draw area? 

A. I don't have a number of w e l l s we own an i n t e r e s t 

i n . We operate somewhere between 2 0 and 30. We have an 

i n t e r e s t i n several Yates w e l l s . 

Q. What p r o p o r t i o n of your time as you're employed 

w i t h Nearburg i s spent i n connection w i t h the Dagger Draw 

area? 

A. I don't have an exact percentage. Recently, 

q u i t e a b i t of i t . 

Q. And how long have you been working i n the Dagger 

Draw area? 

A. Since Nearburg s t a r t e d being a c t i v e i n t h a t area, 

which I be l i e v e was i n the l a t e 1980s. 

Q. I n the course of your employment w i t h Nearburg, 

then, have you had occasion t o become f a m i l i a r w i t h the 

Dagger Draw production, the formation from which the 

produc t i o n i s obtained? 

A. Yes, I have. 

Q. I n looking at your E x h i b i t Number 11, then, could 

you give us some comparison from the experience t h a t you've 

had w i t h other w e l l s i n the Dagger Draw area, w i t h the 

produc t i o n r e s u l t s t h a t are r e f l e c t e d f o r your Ross Ranch 

22 Number 2? 

A. I ' d consider i t a poor w e l l . The o i l r a t e s have 
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always been r e l a t i v e l y low, and the water rates have been 

high. I t ' s been on production since November of 1994, and 

i t ' s only cum'd 8000 barrels of o i l . 

Q. Do you have an opinion as t o what could cause 

t h i s w e l l t o be a poor w e l l i n r e l a t i o n t o the other wells 

i n the Dagger Draw area t h a t you are f a m i l i a r v/ith? 

A. I t ' s my opinion t h a t i t ' s q u i t e possible i t could 

have been affec t e d by the i n j e c t i o n from the two disposal 

w e l l s . 

Q. Okay, and what's the basis of your opinion? 

A. Mainly j u s t the production h i s t o r y , the 

performance of the w e l l versus the performance of other 

wells i n the f i e l d . 

Q. Let's look at your Ex h i b i t Number 12. Could you 

describe t h a t f o r us, please? 

A. Yes, what I v/as t r y i n g to show here, or what I'm 

showing here, i s t h a t we had sone t e s t s reported t o us from 

Anadarko when they i n i t i a l l y completed t h e i r disposal w e l l , 

showing t h a t the w e l l flowed f o r a one-day period at about 

19-percent o i l cut, i t appeared from t h e i r r e p o r t s . 

And i n i t i a l l y on -- And t h a t v/as p r i o r t o 

s t i m u l a t i o n , they perforated and got t h a t flow. Now, we 

complete the wells d i f f e r e n t l y where we p e r f o r a t e them and 

we do our acid job before we do any swab t e s t i n g . I n f a c t , 

a l o t of times v/e do minimal swab t e s t i n g and put them on 
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l i n e v/ith a submersible pump. 

But three of the f i r s t wells we d r i l l e d i n the 

area v/e d i d perforate and swab t e s t p r i o r t o a c i d i z i n g . 

And what t h i s shows i s t h a t two of the three were t e s t i n g , 

a f t e r they v/ere swabbed down, at about 2 0-percent o i l cut, 

and the t h i r d one v/e r e a l l y didn't see any o i l cut. But 

a f t e r a c i d i z i n g and p u t t i n g them on sub pump, they've a l l 

had nice cums. They've been very good wells i n the f i e l d . 

Q. Okay, so how would you then compare the three 

w e l l s t h a t are l i s t e d i n the bottom h a l f of t h i s e x h i b i t to 

the Anadarko well? 

A. Based on the i n i t i a l t e s t i n g , they appear t o be 

s i m i l a r , or at least they i n d i c a t e t h a t the Anadarko w e l l 

may possibly have been productive i n t h a t i n t e r v a l . 

Q. And you base your opinion on what? 

A. On the o i l cut and the rates t h a t were flowed out 

of the Anadarko w e l l . 

Q. Okay. Let's now look at your E x h i b i t Number 13. 

Could you t e l l us what these pi c t u r e s are of? 

A. Yeah, v/e c a l l e d a meeting at the OCD o f f i c e i n 

Ar t e s i a on November 11th -- on November 8th of 1994 where 

we sat dov/n v/ith the Anadarko people and the Yates people 

and discussed -- v/e v/ere g e t t i n g ready t o put our Ross 

Ranch w e l l on production, and v/e discussed our concerns 

t h a t i t could have adverse e f f e c t s from the Anadarko w e l l 
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continuing t o dispose i n the Cisco/Canyon and at d i r e c t 

o f f s e t l o c a t i o n . 

So we discussed the p o s s i b i l i t y of monitoring the 

pressures i n t h e i r w e l l once we put ours on and t r y i n g t o 

determine j o i n t l y and cooperatively i f we thought we had a 

problem w i t h the i n j e c t i o n v/ell. 

And upon leaving t h a t meeting, i n the very near 

f u t u r e , t h i s i s what they did: They welded caps on a l l the 

pressure gauges and chained them up and locked them so t h a t 

v/e would not be able t o observe any of t h e i r pressure 

readings on t h e i r i n j e c t i o n v/ell or volumes. 

Q. Could you t e l l us who v/as present at t h a t 

meeting? 

A. There v/ere representatives from Anadarko, Yates, 

Nearburg, and the OCD. The exact people, I believe t h a t 

from Yates Brent Kay was there and Dr. Boneau, and from 

Anadarko t h e i r engineer I believe t h a t ' s here today v/as 

there, and from Nearburg myself and Bob Shelton and Jerry 

Elger and Scott Kimbrough, and Tim Gum was there from the 

OCD. And I believe there v/as somebody else from the OCD. 

There v/ere also a couple of the Anadarko f i e l d 

representatives, v/ere there also. 

Q. When t h a t meeting concluded, d i d you have any 

impression as t o whether or not the p a r t i e s concerned were 

going to t r y to work together to t r y to resolve whether or 
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not disposal wells created a problem for future 

development? 

A. That v/as my impression, t h a t v/e were going t o 

make a cooperative e f f o r t to f i r s t see i f we had a problem 

here w i t h the i n j e c t i o n v/ell, to decide i f we needed t o 

pursue i t f u r t h e r . 

Q. And since t h a t meeting, has your opinion changed 

regarding the prospects of doing that? 

A. S u b s t a n t i a l l y . Once v/e went out t o the w e l l and 

found t h a t -- you know7, where we could no longer r e p o r t the 

pressures or volumes, and v/e b a s i c a l l y had no cooperation 

from Anadarko. We didn't attempt any once v/e saw t h i s . We 

thought i t was p r e t t y clear t h a t they were not i n t e r e s t e d 

i n v/orking w i t h us on i t . 

Q. Mr. McDonald, are you f a m i l i a r w i t h the options 

t h a t are a v a i l a b l e i n the Dagger Draw area f o r the disposal 

of saltv/ater disposal? 

A. I believe so. 

Q. Okay. You're obviously aware of the two wells 

t h a t v/e' re t a l k i n g about today , the Yates disposal w e l l i n 

Section 21 and the Anadarko v/ell i n Section 22. Other than 

those tv/o wells are there other options a v a i l a b l e f o r the 

disposal of saltv/ater i n t h i s area? 

A. Yes, Nearburg has two Devonian disposal w e l l s i n 

the system t h a t we use to dispose of our water, Yates has 

STEVEN T. BRENNER, CCR 
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an extensive system where they dispose of i n Cisco/Canyon 

and Devonian wells and also, I believe, through t h e i r water 

i n j e c t i o n p r o j e c t i n South Dagger Draw, and I believe 

Conoco also has a couple of disposal w e l l s . 

Q. So th a t i n your opinion, i f these two wells v/ere 

shut i n and no longer used f o r saltwater disposal, there 

would be s u i t a b l e a l t e r n a t i v e means of disposal f o r 

operators i n the area who needed to dispose of produced 

water? 

A. Both Yates and Nearburg both have l i n e s very 

close t o t h i s w e l l , yes, these w e l l s . 

MR. TURNER: I have no f u r t h e r questions on 

d i r e c t . 

EXAMINER STOGNER: Thank you. 

Mr. C a r r o l l , your witness. 

C RO S S-E XAMINATION 

BY MR. ERNEST CARROLL: 

Q. Mr. McDonald, wit h respect t o the Ross Ranch 

Number 22, I believe you stated t h a t t h a t w e l l t o date has 

produced about 8000 barrels of o i l ; i s t h a t correct? 

A. That's correct. 

Q. Do you r e c a l l how many bar r e l s of o i l v/as 

produced by the Yates Osage w e l l when i t was being 

operated, I guess, by Anadarko? 

A. I don't. I believe i t v/as 15,000 t o 20,000 
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b a r r e l s , i s my best r e c o l l e c t i o n . 

Q. Over the l i f e — i t s l i f e of several years; i s 

t h a t co r r e c t ? 

A. However long i t produced, yes. 

Q. So — And how long has the Ross Ranch been on — 

A. Since November of 1994. 

Q. September? 

A. November. 

Q. November? Okay. So i n a pe r i o d of about t e n 

months, the Ross Ranch has produced approximately h a l f the 

amount of b a r r e l s of o i l t h a t the Osage w e l l produced over 

several years? 

A. That's c o r r e c t , w i t h the Ross Ranch w e l l being on 

submersible pump and the Osage w e l l being on beam pump. 

Q. You o f f e r e d an opinion, and I'm j u s t not — I 

want t o make sure t h a t I heard everything c o r r e c t l y — t h a t 

i t was q u i t e possible t h a t the Ross Ranch 22 could be 

a f f e c t e d by the Anadarko w e l l . Do you f e e l — Do you have 

an o p i n i o n as t o whether or not the Ross Ranch 2 2 i s 

a f f e c t e d by the water t h a t has been i n j e c t e d i n the Yates 

Osage? 

A. I f e e l t h a t ' s also possible. 

Q. Possible. On what basis do you form t h a t 

opinion? 

A. The performance of the Ross Ranch w e l l t o date 
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and the proximity of the w e l l to the two disposal w e l l s . 

Q. Do you have any demonstrative evidence by which 

you could demonstrate "whether or not i n t e r f e r e n c e would be 

coming from one w e l l or the other? 

A. No, i t ' s a very complicated r e s e r v o i r , and we 

continue t o study t h a t . We've been through sone past 

hearings, v/e' re t r y i n g to run some be t t e r logging 

techniques t o t r y to get a be t t e r representative p i c t u r e of 

the r e s e r v o i r , and hopefully as some wells are d r i l l e d i n 

t h i s area i t w i l l be much clearer whether i t i s or i s not 

— whether they have or have not d e f i n i t e l y been a f f e c t e d . 

Q. The Ross Ranch 22 i s producing i n the upper 

i n t e r v a l , i s i t not, or perforated i n the upper i n t e r v a l of 

the Canyon, the Cisco/Canyon? 

A. That's correct. 

Q. Have you run any t e s t s t o determine — Well, l e t 

me ask you t h i s question f i r s t of a l l : Did the Ross 

Ranch -- Was i t d r i l l e d through the Canyon i n t e r v a l , the 

t o t a l i n t e r v a l ? 

A. I believe i t was. 

Q. Has Nearburg performed any t e s t s to determine 

whether or not the cementing job t h a t v/as done, v/as done 

whereby i t would cut o f f the lower i n t e r v a l of the -- stop 

communication between the lower i n t e r v a l as opposed t o the 

upper i n t e r v a l s of the Canyon? 
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A. We ran a bond log i n the w e l l , and i t appeared to 

be i s o l a t e d . 

Q. Okay. When did you run the bond log, Mr. 

McDonald? Do you r e c a l l ? 

A. When we were completing the w e l l , on i n i t i a l 

completion. 

Q. What -- Was that the only t h i n g t h a t you d i d to 

determine t h a t , was j u s t you run a cement bond log? 

A. Yes, s i r . 

Q. I believe -- At least I thought I understood you 

to say t h a t -- when Mr. Turner asked you what supported 

t h i s opinion about i t could possibly be a f f e c t e d , you said 

t h a t -- I t h i n k you used language, i t was -- t h a t when you 

compare the Ross Ranch to other wells. Was t h a t -- Did I 

understand you co r r e c t l y ? 

A. That's correct. 

Q. A l l r i g h t . What other wells are you d i r e c t l y 

comparing the production of the Ross Ranch t o f o r the basis 

of t h i s opinion? 

A. Wells i n t h a t general area of those sections. I 

t h i n k Mr. Elger, our geologist, has an e x h i b i t t h a t w i l l 

show a clear comparison of the wells he looked a t . 

Q. Okay. Have you, then -- What I'm t r y i n g t o get, 

have you done any independent study of other wells t o help 

form the basis of your opinion, or are you j u s t r e l y i n g on 
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what Mr. Elger has t o l d you? 

A. No, v/e monitor the production. We have an 

i n t e r e s t i n a maj o r i t y of the wells i n t h a t general area, 

and v/e monitor the production d a i l y on them. 

Q. Well, s p e c i f i c a l l y what v/as your comparisons and 

v/ith p a r t i c u l a r -- What wells? I would l i k e t o be able to 

examine v/hat your analysis v/as and how you a r r i v e d at t h i s 

conclusion t h a t , one, the Ross Ranch was a comparable w e l l 

and, two, v/hat kind of production -- What v/ere you r e a l l y 

comparing? I don't know. 

A. I t h i n k w e ' l l show g e o l o g i c a l l y why i t ' s a 

comparable w e l l . Productionv/ise, I was mainly comparing i t 

based on v/ater-oil r a t i o and the low i n i t i a l o i l r a t e . 

Q. Okay, v/ater-oil r a t i o . What w a t e r - o i l r a t i o s 

were you f i n d i n g i n the other wells? 

A. Less than what v/ere i n the Ross Ranch. 

Q. So you weren't r e a l l y saying the Ross Ranch 

compared t o these other wells; you're saying t h a t the Ross 

Ranch d i f f e r e d from the other wells, and t h a t ' s the basis 

of your opinion, then? 

A. That's b a s i c a l l y correct. 

Q. Okay. How f a r away i s the closest good producing 

Canyon w e l l t h a t you were using i n t h i s analysis, t h i s 

comparison analysis t h a t ycu were doing? 

A. I believe i t would be the Yates Cutter w e l l . 
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Q. The Yates Cutter? 

A. I bel i e v e . 

Q. Okay, and where would t h a t be, Mr. McDonald? 

A. I don't have a — Do you have a land map I can 

look at? 

Q. Here's the land p l a t , my copy. 

EXAMINER STOGNER: Are you r e f e r r i n g t o E x h i b i t 

Number 1? 

MR. ERNEST CARROLL: I am r e f e r r i n g t o E x h i b i t 

Number 1, yes, s i r . 

EXAMINER STOGNER: Okay. Can you answer h i s 

question from t h a t e x h i b i t , Mr. McDonald? 

THE WITNESS: Possibly, i f I can read i t . I know 

i t ' s i n — I beli e v e i t ' s i n the southwest — southeast 

q u a r t e r of Section 21. 

MR. ERNEST CARROLL: A l l r i g h t . 

EXAMINER STOGNER: That was the southeast quarter 

of 21? 

THE WITNESS: Yes, s i r . 

Q. (By Mr. Ernest C a r r o l l ) I s t h a t a key w e l l , i n 

your mind? 

A. I bel i e v e i t i s . I t h i n k w e ' l l show l a t e r 

g e o l o g i c a l l y t h a t i t ' s s t r u c t u r a l l y a key w e l l , and have an 

e x h i b i t t o show t h a t and also the production h i s t o r y from 

i t . 
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Q. Mr. McDonald, i n the Ap p l i c a t i o n t h a t was f i l e d 

on behalf of Nearburg, there's a statement t h a t -- Let me 

get i t so I'm quoting i t c o r r e c t l y . 

Okay, i t w i l l be -- I'm going t o read, f o r the 

record t o r e f l e c t , read from paragraph number 9 on page 3 

of the A p p l i c a t i o n , and i t says t h a t a t y p i c a l w e l l i n t h i s 

area of the pool i s capable of producing o i l i n paying 

q u a n t i t i e s from the Cisco/Canyon formation at an estimated 

i n i t i a l w a t e r - o i l r a t i o of 2.33 t o 1. 

My question to you, Mr. McDonald, were you 

responsible i n coming up with t h a t number? Was t h a t your 

r e s p o n s i b i l i t y ? 

A. I don't r e a l l y r e c a l l . 

Q. Do you have any idea where Nearburg come up v/ith 

the number 2.33 to 1? 

A. We had looked at the f i e l d , you know, the Dagger 

Draw North f i e l d , as a whole and found about a 2.4 average 

w a t e r - o i l r a t i o . 

Q. A l l r i g h t , v/hat -- When you say an average r a t i o , 

what v/ere the guidelines t h a t you used f o r averaging? 

A. I believe that's j u s t a numerical average. 

Q. A l l r i g h t , so you j u s t took every producing w e l l 

i n the — 

A. Not necessarily come up wi t h t h a t number. When I 

used the 2.4 number, v/hen v/e did some studies, t h a t ' s how 
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we came across that. 

Q. Well, do you know how the 2.3 t o 1 was a r r i v e d 

at? 

A. I don't r e c a l l . 

Q. You don't r e c a l l ? 

A. I don't r e c a l l . 

Q. Well, i s anyone going t o be able t o t e s t i f y from 

Nearburg t o es t a b l i s h how th a t was a r r i v e d at? 

A. I r e a l l y don't know. 

Q. When you ar r i v e d at your 2.4, d i d you include 

every w e l l t h a t was d r i l l e d , or d i d you include j u s t wells 

t h a t were denoted as producers? 

A. I believe we included every w e l l t h a t v/as 

a c t u a l l y produced at th a t time. 

Q. Okay. Are there any wells out there t h a t have 

not been a c t u a l l y produced but d r i l l e d , t h a t were l e f t out? 

Do you r e c a l l ? 

A. I don't r e c a l l . 

MR. ERNEST CARROLL: I pass the witness, Mr. 

Examiner. 

EXAMINER STOGNER: Thank you, Mr. C a r r o l l . 

Mr. Bruce, your witness. 

C RO S S-E XAMINATION 

BY MR. BRUCE: 

Q. Mr. McDonald, did Nearburg's f i e l d people ever 

STEVEN T. BRENNER, CCR 
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ask Anadarko's f i e l d people i f i n j e c t i o n behavior had 

changed i n Anadarko's well? 

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

Q. And I j u s t wanted to c l a r i f y t h a t a f t e r t h a t 

November 8, 1994, meeting you never contacted APC t o ask 

f o r any information or to t a l k about cooperative t e s t i n g ? 

A. I d i d n ' t . I'm not aware of anybody else. 

Q. Okay. You didn't — never picked up the phone 

and d i a l e d the number? 

A. No. Like I said, once we saw the plates welded 

over the pressure gauges, we thought we had our answer. 

Q. What i s -- A couple of wells were mentioned by 

Mr. Shelton, the South Boyd Number 1 and the B&B Number 1. 

Do you know what the cumulative production f i g u r e s are from 

each of those wells i n both the Morrow and i n the 

Cisco/Canyon? 

A. No, I don't have those numbers. They were j u s t 

t e s t e d i n the Cisco/Canyon, so the cams are not very large. 

Q. Were they economic i n the Morrow? 

A. I n the Morrow? At one p o i n t I believe they were. 

Q. Both wells? 

A. As f a r as I remember, yes. They were on before I 

came t o work f o r Nearburg, but they were -- I believe they 

both produced at economic rates at some po i n t i n t h e i r 

producing l i v e s . 
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Q. Did t h e w e l l s pay out? 

A. I don't know t h a t . 

Q. R e f e r r i n g t o your E x h i b i t 12, now, these w e l l s 

t h a t you mention down i n the bottom h a l f o f t h e page are i n 

S e c t i o n 31; i s t h a t c o r r e c t ? 

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

Q. How f a r away are they from t he Yates and Anadarko 

s a l t w a t e r d i s p o s a l w e l l s ? 

A. Oh, t h e y ' r e probably two m i l e s . 

Q. Looking a t the map, i t looks l i k e a t l e a s t two 

m i l e s , two t o two and a h a l f ? 

A. Probably, c o r r e c t . 

Q. Nov/, i n t h i s g e n e r a l area, S e c t i o n 31, have you 

had poor swab t e s t s and the w e l l s d i d t u r n out t o be poor 

w e l l s ? 

A. I n 31? 

Q. Or i n t h a t area, anywhere i n t h e Dagger Draw 

f i e l d . 

A. Yeah, we had a v / e l l , t h e Voster Fee i n 31, t h a t 

was a poor swab t e s t and v/as a poor w e l l . 

Q. J u s t one? 

A. One t h a t I r e c a l l , yes. 

Q. Okay. A l l t he o t h e r s p a i d o u t --

A. A l l t he o t h e r s v/e d i d n ' t ever sv/ab. These are 

t h e o n l y t h r e e . 
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What we did on the other ones, we'd pe r f o r a t e 

them and then acidize them and run the sub pumps, generally 

not spend a l o t of time swabbing them. 

Q. Have you had uneconomic wells i n the Dagger Draw? 

A. Yes. 

Q. How many? 

A. Oh, maybe f i v e , four or f i v e . 

Q. One f i n a l question, then. On these wells t h a t 

you mentioned, do you have fi g u r e s f o r cumulative water 

production from these wells, these three wells you 

mentioned? 

A. I didn't put t h a t on there. We can provide those 

to you, but v/e do have them, yes. 

MR. BRUCE: I f I could make a request, Mr. 

Examiner, we would l i k e t h a t data, i f not now a f t e r the 

hearing. 

EXAMINER STOGNER: Okay, v/hat v/as the request 

again? 

MR. BRUCE: On Exhibit 12, we would l i k e the 

cumulative v/ater production from each of these Dagger Draw 

31 w e l l s . 

EXAMINER STOGNER: To be added t o the cumulative 

o i l and cumulative gas? 

MR. BRUCE: Yes, s i r . 

EXAMINER STOGNER: Is t h a t a reasonable request 

STEVEN T. BRENNER, CCR 
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t h a t you can get t h a t i n f o r m a t i o n , Mr. Turner? 

MR. TURNER: Yes. 

EXAMINER STOGNER: Okay. 

MR. BRUCE: I have nothing f u r t h e r , Mr. Examiner. 

EXAMINER STOGNER: Any r e d i r e c t , Mr. Turner? 

MR. TURNER: No. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Just f o r — One question on E x h i b i t Number 13. 

When were these p i c t u r e s taken again? 

A. These p i c t u r e s were taken r e c e n t l y , j u s t i n the 

past three weeks, probably. But the a c t i v i t y was done 

s h o r t l y a f t e r the meeting. I don't r e c a l l i f i t was the 

next day or the next week, but i t was probably w i t h i n a 

week a f t e r our November meeting. 

Q. Did you take these p i c t u r e s ? 

A. I d i d not. 

Our f i e l d foreman -- Our production foreman i n 

Dagger Draw took them. 

EXAMINER STOGNER: That top p i c t u r e had some 

standing water on i t . I guess i t must have r a i n e d 

r e c e n t l y . 

No questions of Mr. McDonald. 

He may be excused. 

MR. TURNER: Next c a l l J e r r y Elger. 

STEVEN T. BRENNER, CCR 
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JERRY B. ELGER, 

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

DIRECT EXAMINATION 

BY MR. TURNER: 

Q. Mr. Elger, would you please s t a t e your f u l l name 

f o r t h e record? 

A. J e r r y Elger. 

Q. And Mr. Elger, where are you employed? 

A. I'm employed by Nearburg Producing Company i n 

Midland, Texas, as a petroleum g e o l o g i s t . 

Q. How long have you been so employed? 

A. Approximately seven years, w i t h Nearburg. 

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

O i l C onservation D i v i s i o n ? 

A. Yes, I have. 

Q. And have your c r e d e n t i a l s as an e x p e r t i n 

pet r o l e u m geology p r e v i o u s l y been accepted? 

A. Yes, they have. 

MR. TURNER: I tender Mr. Elger as an e x p e r t i n 

pet r o l e u m geology. 

EXAMINER STOGNER: Any o b j e c t i o n ? 

MR. BRUCE: No, s i r . 

MR. ERNEST CARROLL: No. 

EXAMINER STOGNER: Mr. Elger i s so q u a l i f i e d . 
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Q. (By Mr. Turner) Mr. Elger, have you prepared any 

e x h i b i t s f o r t h i s hearing here today? 

A. Yes, I have. 

Q. Could you i d e n t i f y those e x h i b i t s f o r us, please? 

A. I believe they've been numbered E x h i b i t s Number 

14 through 18. 

Q. Okay, v/ere the e x h i b i t s prepared by you or by 

someone at your d i r e c t i o n ? 

A. Yes, they 

Q. Okay. Mr. Elger, have you as a petroleum 

geo l o g i s t f o r Nearburg spent a considerable amount of time 

i n the Dagger Drav/ area? 

A. Yes, I have. 

Q. Okay. How many years have you v/orked i n the 

Dagger Drav/ area? 

A. Approximately s i x years. 

Q. And hov/ many wells have you as a geo l o g i s t w i t h 

Nearburg been involved i n d r i l l i n g i n the Dagger Draw area? 

A. Both operated and non-operated, probably on the 

order of 40 t o 50. 

Q. Okay. Let's look f i r s t at your E x h i b i t Number 

14, and could you i d e n t i f y t h a t e x h i b i t f o r us? 

A. Yes, t h i s i s a p o r t i o n of the Dagger Draw-Upper 

Penn-Cisco/Canyon Pool, across 19 South, 25 East, or a 

p o r t i o n of t h a t township and range. 
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The left-hand map is dated August, 1984, and that 

map shows the density of both Canyon producers, which are 

shaded i n orange, and Atoka-Morrow gas producers or lower 

Pennsylvanian producers shaded i n yellow across the area 

where the -- the subject area, where the two saltwater 

disposal wells occur. 

This map -- The date on t h i s map coincides w i t h 

the date of Anadarko's hearing f o r t h e i r a p p l i c a t i o n t o 

d r i l l the v/ell i n the northwest quarter of Section 22. And 

again, the orange wells are, at t h a t time period, the 

Canyon producers. 

This i s also the time — The w e l l c o n t r o l t h a t 

existed at the time where Nearburg opposed t h a t a p p l i c a t i o n 

on the basis of subsurface evidence which i n d i c a t e d the 

p o t e n t i a l f o r hydrocarbons i n the dolomite r e s e r v o i r across 

t h i s area. 

The map on the r i g h t i s dated -- b a s i c a l l y i t ' s a 

present-day map. I t shows v/hat has occurred since the time 

of t h a t Anadarko a p p l i c a t i o n , the hearing a p p l i c a t i o n . 

The density, again, of Canyon producers shaded i n 

orange -- and I t h i n k I took a rough count at one time, and 

there's approximately -- there's over 100 a d d i t i o n a l w e l ls 

t h a t have been d r i l l e d i n t h i s p o r t i o n of 19 South, 25 

East, i n terms of Cisco/Canyon producers alone. 

The green-shaded symbols represent those wells 
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which are e i t h e r c u r r e n t l y d r i l l i n g or have been proposed 

or w i l l p r o b a b l y be d r i l l e d i n the s h o r t - t e r m f u t u r e . 

They've been b a s i c a l l y p e r m i t t e d l o c a t i o n s . 

You can see how the North Dagger Drav; Pool, as 

Nearburg had p r e d i c t e d i n 1984, would expand out i n t o 

t h i s — across t h i s area, where the p e r m i t t e d SWD t h a t 

Nearburg opposed i n the northwest q u a r t e r of S e c t i o n 22 was 

d r i l l e d . 

Q. As a g e o l o g i s t t h a t i s a c t i v e i n t h e Dagger Draw 

area, have you had occasion t o go back and r e v i e w t h e 

development over the l a s t t e n years i n t h i s area and 

compare th e i n f o r m a t i o n t h a t i s now a v a i l a b l e w i t h t h e 

i n f o r m a t i o n t h a t was a v a i l a b l e i n 1984, v/hen t h e Anadarko 

s a l t w a t e r d i s p o s a l v/ e l l v/as d r i l l e d ? 

A. Yes, I have, and my c o n c l u s i o n i s t h a t t h e r e 

was -- Nearburg had a d e f i n i t e case t h a t t h e -- based on 

t h e s t r u c t u r e of the t o p of the d o l o m i t e t h a t e x i s t e d w i t h 

t h e o l d Morrow w e l l c o n t r o l , and the former producers or 

e x i s t i n g producers i n 1984, t h e r e v/as reason t o -- or cause 

t o suspect t h a t a s a l t w a t e r d i s p o s a l w e l l s i t u a t e d a t 

Anadarko's proposed l o c a t i o n would indeed a f f e c t t h e 

hydrocarbon p o r t i o n of the Canyon r e s e r v o i r . 

Q. So t h e r e v/as n o t h i n g i n your r e v i e w and what 

you've l e a r n e d over the years t h a t i n 1984 v/ould have 

f o r e c l o s e d t h e development i n Dagger Drav/ as i t ' s t a k e n 
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place over the l a s t ten years? 

A. Yes, that's correct. And i n f a c t , a f t e r the w e l l 

was d r i l l e d , the Anadarko w e l l was d r i l l e d , and the reports 

were submitted t o the OCD, the engineering information t h a t 

the w e l l had flowed o i l and water from the e x i s t i n g 

disposal perforated i n t e r v a l s , t h a t was a l l the more 

evidence t h a t -- to us, and th a t was the reason t h a t we 

contested t h a t case i n the de novo hearing, t h a t there 

could, indeed, be the p o t e n t i a l f o r damage t o the 

hydrocarbon-bearing p o r t i o n of the r e s e r v o i r . 

Q. I n f u r t h e r looking at your E x h i b i t Number 14, i n 

the green-shaded portions, those i n d i c a t e permitted 

l o c a t i o n s . Are those permitted locations i n which Nearburg 

has an i n t e r e s t ? 

A. No, not -- Some are and some aren't. And I 

apologize, because almost on a d a i l y basis there's 

a d d i t i o n a l wells t h a t are permitted out here, t h a t t h i s 

w e l l , even though t h i s map was constructed three or four 

weeks ago, i t ' s already t h a t f a r behind, and there's been a 

number of a d d i t i o n a l wells t h a t could be spotted on here — 

i n Section 15, f o r instance -- th a t have been permitted t o 

d r i l l . 

Q. Let me ask you t h i s : What I n looking a t your 

E x h i b i t 14, i n the orange-shaded areas, can you i d e n t i f y 

which are the most recently d r i l l e d and completed w e l l s , 
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say w i t h i n the l a s t nine months or so, d u r i n g 1995? 

A. Most of the orange w e l l s i n the n o r t h h a l f of 

Section 16, the w e l l t h a t ' s 1980 from the south and west of 

16, the w e l l t h a t ' s 660 from n o r t h and west of 21, most of 

the w e l l s — the three w e l l s s t a r t i n g from the southeast 

corner of Section 21, the next three w e l l s back t o the 

west, the w e l l s i n the n o r t h h a l f of 28, are very close t o 

t h a t , probably, time frame. Wells i n the west h a l f of 

Section 27 are i n t h a t time fame. 

Those have a l l been d r i l l e d w i t h i n the l a s t s i x 

t o seven months, something, probably, on t h a t order, or 

since — As Mr. Shelton explained, the w e l l t h a t shows as a 

green dot i n the northwest-northwest of 27 should now be 

shaded orange; i t ' s c u r r e n t l y a producer. 

Q. Okay. And do you r e c a l l the name of t h a t w ell? 

A. That's the South Boyd 27 Number 6. 

Q. Okay, and what do you know about t h a t w ell? 

A. The i n i t i a l production t e s t i n g of t h a t w e l l , 

which i t ' s a very, very, very new w e l l , i n d i c a t e d t h a t i t 

was indeed a productive w e l l , and appeared t o be — the 

t o t a l o i l , gas and water amounts t h a t I saw r e p o r t e d 

i n d i c a t e d t h a t i t was a commercial w e l l . 

Q. So based upon the recent a c t i v i t y i n t h i s area, 

the w e l l s t h a t have been d r i l l e d , i s i t your o p i n i o n , then, 

t h a t t h e r e i s j u s t i f i c a t i o n f o r continued d r i l l i n g i n t h i s 
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area? 

A. Yes, i n c e r t a i n areas, yes. 

Q. Okay. Let's next look at your E x h i b i t Number 15. 

Could you i d e n t i f y E x h i b i t Number 15 f o r us? 

A. E x h i b i t Number 15 i s a s t r u c t u r e map developed on 

the top of the dolomite reservoir rock across an expanded 

p o r t i o n of 19 South, 25 East, i n c l u d i n g the area w i t h the 

subject disposal wells. 

Again, the color symbolism i s b a s i c a l l y the same 

as the previous map. The Canyon wells have been shaded 

orange, Atoka-Morrow-Pennsylvanian gas wells have been 

shaded yellow, and wells t h a t have been recompleted t o the 

Canyon, completion attempts, have been shaded h a l f yellow, 

h a l f orange, and the disposal wells have been shaded w i t h a 

blue colo r . 

What t h i s map shows -- and again, i t ' s a 

s t r u c t u r e map developed on the top of the dolomite 

r e s e r v o i r -- i s t h a t with the w e l l c o n t r o l t h a t e x i s t s 

r i g h t now, there's a very pronounced s t r u c t u r a l nose t h a t 

occurs d i r e c t l y from the southwest toward the northeast 

across -- diagonally across Section 21, catching the 

northwest quarter of Section 22. Both of the disposal 

w e l l s are s i t u a t e d on th a t s t r u c t u r a l nose. 

That s t r u c t u r a l nose would have a tendency i n 

general -- Where there's other structures or s t r u c t u r a l 
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noses or a n t i c l i n e s associated v/ith the Cisco/Canyon i n 

t h i s p a r t i c u l a r area, you t y p i c a l l y have an enhanced -- an 

area where you have enhanced production. 

There's an area j u s t t o the south of t h i s map i n 

Section 28 v/here there's a very strong s t r u c t u r a l component 

i n a p o r t i o n of Section 28 v/here the wells -- and across a 

p o r t i o n of Section 29, v/here there's some tremendous w e l l s , 

and again those are associated v/ith a s t r u c t u r a l element. 

The two disposal wells i n 21 and 22, again, are 

s i t u a t e d on t h i s s t r u c t u r a l nose. 

Q. Okay, l e t ' s next look at your E x h i b i t Number 16. 

A. E x h i b i t Number 16 i s a cross-section t h a t ' s also 

displayed i n conjunction w i t h the s t r u c t u r e map, top-of-

dolomite s t r u c t u r e map. 

And t h a t w e l l i n This cross-section i s a 

s t r u c t u r a l cross-section which incorporates a w e l l t h a t was 

d r i l l e d by Yates Petroleum i n the north h a l f of Section 16. 

I t t i e s both of the disposal wells, i t t i e s the Nearburg 

Ross Ranch 22 Number 2 w e l l , and then i t t i e s a w e l l t h a t 

was d r i l l e d -- one of the easternmost wells i n the f i e l d , 

660 from the southeast of Section 21, the Yates Cutter 

w e l l . 

What I've done on t h i s display i s h i g h l i g h t i n 

red, i n the gamma-ray column, and shade i n orange i n the 

p o r o s i t y column t h a t p o r t i o n of the Cisco/Canyon dolomite 
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r e s e r v o i r rock which has -- b a s i c a l l y b r a c k e t s t h e 

pr o d u c i n g i n t e r v a l s i n each of the t h r e e producers t h a t are 

d i s p l a y e d on t h i s c r o s s - s e c t i o n . 

S t a r t i n g w i t h t he w e l l on t h e l e f t , t h e Yates 

Aparejo APA Sta t e Com Number 3 i n t h e n o r t h h a l f o f 16 

p e r f o r a t e d t h e i n t e r v a l s t h a t you see between -- down t o a 

subsea of minus 4 3 50, which has been h i g h l i g h t e d on t h i s 

d i s p l a y . That w e l l , based on t h e p o t e n t i a l o f 607 o i l and 

711 water and over h a l f a m i l l i o n a day c u b i c f e e t o f gas, 

i s v e r y s u g g e s t i v e t h a t t h i s w e l l i s a ve r y good producer 

i n t h e Canyon. 

The ot h e r two w e l l s on the r i g h t - h a n d s i d e o f t h e 

c r o s s - s e c t i o n , s t a r t i n g on the f a r r i g h t , t h e Yates C u t t e r 

APC Number 1, again, t h a t w e l l was p e r f o r a t e d o p p o s i t e t h e 

i n t e r v a l s shaded i n red and c o l o r e d i n orange down t o a 

subsea of 4324. That w e l l i s a l s o a v e r y s t r o n g , good 

producer. I t IP'd f o r 379 b a r r e l s of o i l a day, 736 

b a r r e l s of water per day. 

The Nearburg v/e l l d r i l l e d -- second from t h e 

r i g h t , t h e Ross Ranch 22, Number 2, v/as p e r f o r a t e d o p p o s i t e 

t h e d o l o m i t e r e s e r v o i r rock t h a t , again, you see shaded i n 

re d and orange, down t o a subsea of minus 4286. That's a 

ve r y , v e r y poor w e l l , and I don't -- Other t h a n t h e 

r e s e r v o i r having been damaged or swept by some o u t s i d e 

source o f water, I can't e x p l a i n why t h a t i s n ot a good 
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commercial v/ell. 

The two wells i n the center of the cross-section 

i n which the per f o r a t i o n s have been shaded blue i n the 

gamma-ray column and the dolomite p o r o s i t y have been shaded 

blue, are the two disposal wells, and the gross disposal 

i n t e r v a l s have been shaded the blue color. 

What you see f i r s t of a l l i n the Yates Osage w e l l 

i s t h a t i t appears t h a t most of where the v/ater has been 

disposed of i n t h a t w e l l — and the volume i s at the base 

of the log, 6.5 m i l l i o n barrels -- has gone i n t o what 

should be productive dolomite r e s e r v o i r . And I believe 

t h a t ' s -- v/hen Yates recognized t h a t , they immediately 

c u r t a i l e d t h e i r disposal or -- cut back or c u r t a i l e d t h e i r 

disposal of v/ater i n t o those i n j e c t i o n p e r f o r a t i o n s . I 

don't know exactly the timing of v/hen they d i d t h a t . I'm 

sure t h e i r v/itnesses can probably t e s t i f y t o t h a t . 

The Anadarko v/ell, the top p e r f o r a t i o n i n which 

water i s being disposed of i n the Anadarko w e l l i s at a 

subsea depth of minus 4325. 

I point out again t h a t the Yates Aparejo w e l l , at 

A on the cross-section, i s producing from dolomite which i s 

down t o a subsea i n t e r v a l of minus 4350, some 25 f e e t below 

where the upper part of the pe r f o r a t i o n s are i n the 

Anadarko v/ell. 

I don't r e a l l y know v/here the o i l - w a t e r contact 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

73 

i s f o r the east side of t h i s Dagger Drav/ f i e l d . I do 

suspect very strongly, based on v/here new wells are being 

d r i l l e d and completed, t h a t t h a t depth has got t o be 

somewhere below 4 3 50 subsea, thereby p u t t i n g a good p o r t i o n 

of the upper pe r f o r a t i o n s i n the Anadarko v/ell w i t h i n o i l 

column, and t h a t ' s very consistent w i t h the f a c t t h a t v/hen 

Anadarko perforated t h e i r -- the Canyon dolomite, they 

experienced a flow of o i l and water. I t i n d i c a t e s t o me 

t h a t the p o r t i o n of t h e i r p e r f o r a t i o n s were across a 

p o r t i o n of the productive hydrocarbon r e s e r v o i r . 

I've expanded on t h i s a l i t t l e b i t . F i r s t of 

a l l , I'd l i k e to introduce E x h i b i t Number 17, which i s a 

l i t t l e b i t -- the bottom part of which shows o i l , water and 

gas rates out of the Yates Cutter APC w e l l , located i n the 

southeast quarter of Section 21, and y o u ' l l see o i l rates 

on June 9th through June 14th which are i n excess of a 

thousand ba r r e l s of o i l a day. 

Again, t h a t w e l l v/as perforated t o a subsea depth 

of minus 4324, w i t h i n one foot of the subsea depth of the 

top p e r f o r a t i o n i n the Anadarko disposal w e l l . 

I don't t h i n k the area v/here the Cutter v/ell v/as 

d r i l l e d has experienced any kind of a -- damage, i f you 

w i l l , from the disposal of v/ater i n the Canyon. 

But as you move i n a d i r e c t i o n closer t o or 

proximal t o t h a t disposal v/ell, then I t h i n k you run the 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

74 

risk of having wells that are not as good as this Cutter 

w e l l , a l l the way down to wells t h a t are l i k e the Nearburg 

Ross Ranch 22 Number 2, which are b a s i c a l l y noncommercial, 

because they move too much -- volume of water i s too -- i s 

so large. 

Q. Let's next look at your E x h i b i t Number 18. Would 

you please describe t h a t e x h i b i t and t e l l us what i t 

depicts? 

A. E x h i b i t Number 18, again, i s a display of 

b a s i c a l l y a l l of the wells t h a t have been d r i l l e d and 

completed to date i n the Cisco/Canyon dolomite r e s e r v o i r 

rock, i n and around the two disposal w e l l s . 

And what I've done on t h i s display i s show the 

gross — the top perf to the bottom -- the subsea of the 

top p e r f o r a t i o n , a l l the way down t o the subsea of the 

bottom p e r f o r a t i o n , and have defined t h a t as the gross 

producing i n t e r v a l . And I've numbered those from 1 through 

18 and t r i e d t o s t a r t on the north end of the mapped area, 

a l l the way down to the -- and extend t o the south end of 

the mapped area. 

The co l o r i n g inside of each one of these 

producing i n t e r v a l s has been shaded e i t h e r uncolored or 

green or orange. What each one of those represents, the 

uncolored i s t h a t area of the pe r f o r a t i o n s which are above 

any disposal zones, e i t h e r i n the northwest quarter of --
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northeast of 21 or the northwest of 22. The green-shaded 

areas i n d i c a t e those areas v/here hydrocarbons are being 

produced from dolomite r e s e r v o i r , which i s subsea 

equivalent t o the -- v/here water has been i n j e c t e d i n t o the 

Canyon r e s e r v o i r , i n the Yates Osage w e l l , i n the northeast 

of 21. 

Wells Number 5 and 7 have orange-shading at the 

bottom, and t h a t area i s consistent w i t h subsea i n t e r v a l 

where the e f f e c t s of both disposal w e l l s , both the Yates 

Osage and the Anadarko Osage wel l s , could have e f f e c t i v e 

p e r f o r a t i o n s or the equivalent p e r f o r a t i o n s . 

And I would point out also t h a t Well Number 5 i s 

the one th a t ' s displayed on the cross-section and appears 

to be an excel l e n t producer, thereby suggesting again t h a t 

the oil-v/ater contact or hydrocarbon-bearing p o r t i o n of the 

dolomite r e s e r v o i r extends to some subsea w e l l below minus 

4350 . 

With the -- Again, t h i s display also shows, 

again, the proposed locations i n and around these two 

disposal w e l l s . And as you can see, there's a number of 

loca t i o n s t h a t are avail a b l e to d r i l l v/here the -- t h a t are 

e i t h e r proposed or i n some -- or d r i l l i n g , t h a t extends to 

the north and east of the two disposal w e l l s , and what t h a t 

i n d i c a t e s to me i s t h a t the oil-v/ater -- the economic 

l i m i t s of production from the dolomite w i l l extend 
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somewhere t o the east of the -- both of these disposal 

w e l l s , and eventually the whole area of the disposal wells 

w i l l be completely surrounded w i t h producers. 

How good those producers are, I r e a l l y don't 

know. We've d r i l l e d the w e l l Number 12, our Ross Ranch 22 

Number 2, which again i s displayed on t h i s comparison, as 

Well Number 12, v/as perforated from subsea 417 3 t o minus 

4286. And i f y o u ' l l notice, that's w i t h i n the range of 

most of the other producers t h a t are displayed on t h i s 

e x h i b i t , and yet i t ' s a very poor w e l l because of the high 

water cut. 

Q. Based upon these e x h i b i t s and the work t h a t 

you've done i n reviewing the productive wells and the 

i n j e c t i o n wells out there, i s i t your opinion t h a t the 

disposal i n t o these two disposal wells i s l i k e l y t o impede 

or impair the production of hydrocarbons i n t h i s area? 

A. Yes, i t i s . 

Q. And v/hat do you base t h a t opinion on? 

A. I base i t on, number one, I believe i t ' s a d i r e c t 

c o r r e l a t i o n to the very poor production h i s t o r y of the Ross 

Ranch 22-2, and j u s t the f a c t t h a t -- the amount of water 

t h a t ' s been introduced i n t o both of these w e l l s , the f a c t 

t h a t the log character of the disposal wells themselves, 

which i n the case of the Anadarko saltv/ater disposal w e l l 

we're looking at an e n t i r e Canyon i n t e r v a l , which i s 
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dolomite. 

There doesn't seen to be any b a r r i e r s or 

boundaries i n a v e r t i c a l sense i n e i t h e r t h a t w e l l or the 

Nearburg Ross Ranch 22 Number 2 w e l l , i n terms of shale 

breaks or limestone breaks or any of those type of 

nonreservoir things, to suggest t h a t water has not migrated 

i n t o even the upper p o r t i o n of the Canyon from the lower 

p o r t i o n i n the Anadarko w e l l . 

And the f a c t t h a t those two we l l s , those two 

i n j e c t o r w e l l s , e x i s t on a s t r u c t u r a l nose, as again the 

s t r u c t u r e map, Exh i b i t Number 15, ind i c a t e s , where one 

should be experiencing enhanced production and r e a l l y 

doesn't seem t o be -- doesn't r e a l l y seem t o be there, 

although the m a j o r i t y of the nose has r e a l l y not been 

teste d yet w i t h a dense d r i l l i n g program. 

But a l l those ingredients are very suggestive 

t h a t there's a d i r e c t c o r r e l a t i o n between the 'water t h a t ' s 

been put i n t o t h i s r e s e r v o i r and the lack of o i l t h a t we 

see out of other wells. 

MR. TURNER: Thank you, I have no f u r t h e r 

questions on d i r e c t . 

EXAMINER STOGNER: Thank you, Mr. Turner. 

Mr. C a r r o l l , your witness. 

Mr. C a r r o l l , what e x h i b i t s are you going t o be 

r e f e r r i n g to? 
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MR. ERNEST CARROLL: I'm going t o s t a r t and do 

them c h r o n o l o g i c a l l y , and I can't t e l l you -- I'm going t o 

s t a r t w i t h 14, Mr. Examiner. 

EXAMINER STOGNER: I j u s t wondered how I needed 

to stack mine. 

CRO S S-EXAMINATION 

BY MR. ERNEST CARROLL: 

Q. You have before you Ex h i b i t 14, Mr. Elger? 

A. Yes, I do. 

Q. Let me ask you a few questions here. F i r s t of 

a l l , l e t ' s look at Section 27 and l e t ' s look at t h a t w e l l 

t h a t ' s i n the northwest of the northwest, the furthestmost 

v/e l l . I believe t h i s i s a new we l l t h a t Nearburg has j u s t 

r e c e n t l y completed; i s tha t correct? 

A. Yes, i t i s . 

Q. You made statements t h a t t h i s was a commercial 

w e l l . What i s the information upon which you make t h a t 

basis? 

A. I t h i n k I said i t v/as an apparent commercial 

w e l l — 

Q. Okay. 

A. -- and that's j u s t based on the ea r l y production 

t e s t i n g . We have run a submersible pump i n there, and the 

amount of o i l and gas that you see being moved i n a 24-hour 

period i s consistent v/ith v/hat v/e consider t o be commercial 
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r a t e s . 

Q. W e l l , what i s t h a t anount of o i l then? How much 

o i l , how much v/ater, how much gas i s being moved? 

A. I've on l y seen a day or two. I mean, i t was 

almost immediate, and I b e l i e v e v/e o n l y had t h a t w e l l on 

th e pump f o r a day, one t o two days p r i o r t o t h i s h e a r i n g , 

and I've seen r a t e s i n excess of 500 b a r r e l s o f o i l per 

day. 

Q. How much v/ater? 

A. I b e l i e v e the r a t e s v/ere on t h e or d e r o f 2000 

b a r r e l s of water, somewhere on t h e order o f 2000 b a r r e l s of 

water. 

Q. Okay. 

A. And I b e l i e v e 1.4 m i l l i o n c u bic f e e t o f gas. 

Q. On t h e basi s of those r e p o r t s , t h e -- And l e t me 

ask you t h i s g u e s t i o n : Did you hear me when I read t h e 

paragraph -- I t h i n k i t was 9 -- from t he A p p l i c a t i o n of 

Nearburg which s t a t e d --

A. Yes. 

Q. -- t h a t t h e average w e l l was 2.33 t o 1. Were you 

r e s p o n s i b l e f o r the c a l c u l a t i o n of t h a t number? 

A. No, I wasn't. 

Q. Okay. At l e a s t a t t h i s p o i n t i n t i m e , t h i s South 

Boyd w e l l i n S e c t i o n 27, v/ould be i n excess of t h a t 

2 . 3 - t o - l r a t i o ? 
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A. I believe i t would, yes. 

Q. Let's drop back down to Section 31, i f you w i l l . 

Does Nearburg operate the e n t i r e section, the four 

p r o r a t i o n units? 

A. I believe they do, yes. 

Q. Okay. Nov/, there are a number of what I — There 

are apparently two dryholes. There's one i n the southeast 

of the northeast. Let's t a l k about t h a t . I s t h a t i n f a c t 

a dryhole t h a t Nearburg d r i l l e d ? 

A. Yes, i t i s . 

Q. Okay. Was t h a t a Canyon -- Was i t tested i n the 

Canyon? 

A. The Canyon was the objec t i v e of the w e l l , yes. 

Q. And t h a t w e l l has then been P-and-A'd; i s t h a t 

correct? 

A. P-and-A'd or TA'd. I t ' s not producing. 

Q. Okay. Going then to the l i s t , there's -- i t ' s an 

uncolored l o c a t i o n , but i s t h a t a d r i l l l o c a t i o n or what? 

A. Those are permitted l o c a t i o n s , and they should be 

colored green, I apologize. 

Q. Okay. Now, the next one t o the west, i s t h a t 

also a permitted location? 

A. Yes, I believe i t i s . 

Q. And then the one to the south? 

A. I believe i t i s . 
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Q. Okay. Then we get back t o another dryhole 

symbol? 

A. Right. 

Q. Was t h a t another w e l l t h a t Nearburg d r i l l e d ? 

A. Yes. 

Q. Was i t also targeted f o r the Canyon? 

A. Yes. 

Q. Can you t e l l me, was there o i l found i n the t e s t 

of each one of these? 

A. The w e l l i n the southeast quarter, there was o i l 

but i t v/as not commercial. 

Q. Okay. What about the other dryhole? Was i t the 

same — 

A. The other w e l l b a s i c a l l y had a problem w i t h 

r e s e r v o i r rock. There r e a l l y v/as not any dolomite 

developed w i t h i n the o i l -- w i t h i n what v/e considered t o be 

the o i l p o r t i o n of the Canyon to be productive. By the 

time we got t o the developed r e s e r v o i r rock i n the lower 

p a r t of the Canyon, there v/ere no hydrocarbon shows t o 

i n d i c a t e t h a t there would be hydrocarbons present. 

Q. There were no shows, hydrocarbon shows; i s t h a t 

what you said? 

A. Not i n the basal part of the dolomite, no. 

Q. Okay. What about i n any other p a r t of the 

dolomite? 
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A. Well, there was i n the upper p a r t , but the 

p o r o s i t i e s were so poor. We did some coring i n t h a t w e l l 

and v/e cored a good p o r t i o n of the zone. And based on the 

r e s u l t s of t h a t coring and the r e s u l t s of the logging, 

i n d i c a t e d t h a t we did not want to run pipe at t h i s time. 

And Conoco, which was a partner i n t h a t w e l l , and 

Yates, which was a partner i n t h a t w e l l , agreed v/ith t h a t 

decision. 

Q. A l l r i g h t . Well, l e t ' s move back t o the dryhole 

i n the southeast quarter. What v/as the reason t h a t you 

a t t r i b u t e t o t h a t not being a productive well? 

A. The lack of dolomite being developed i n the upper 

p o r t i o n of the Canyon. Basically, the upper tw o - t h i r d s of 

the Canyon i n t h a t v/ell consisted of limestone, 

nonreservoir limestone, and shale. 

Q. A l l r i g h t . 

A. And by the time v/e encountered dolomite i n the 

Canyon, i t was i n the lower one-third p o r t i o n of the Canyon 

bank system i t s e l f , and again there v/as -- We attempted a 

completion on t h a t w e l l . 

There v/ere some mechanical problems w i t h t h a t 

w e l l e a r l y on i n terms of v/e had already run our seven-inch 

s t r i n g of casing t o the upper part of the -- set i t i n the 

very, very top of the Canyon p r i o r to d r i l l i n g i n t o the 

Canyon, because v/e had a gas zone, a shallow gas zone, t h a t 
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was high-pressure low volume, t h a t was g i v i n g us t r o u b l e . 

We d i d n ' t want t o d r i l l i n t o the Canyon, encounter a vug or 

something whereby we would lose c i r c u l a t i o n and have the 

upper zone come a t us. 

Q. What was the w a t e r - o i l r a t i o on t h a t w e l l ? 

A. I t was very low, because the dolomite was very 

low, developed very low w i t h i n the s e c t i o n . 

Q. Did you have good f l u i d recovery, though, t h e r e 

was a l o t of — 

A. P r e t t y good, yes, I believe i t was very good. 

Q. Mr. Turner asked you a question as you were 

t a l k i n g about t h i s e x h i b i t t h a t ' s — He b a s i c a l l y s a i d , 

have you reviewed the development i n f o , then, being the 

August, 1984, time period, as I understood i t , and then the 

August, 1995. 

You rendered an opinion t h a t Nearburg had a 

d e f i n i t e case back i n the August of 1984 time p e r i o d . My 

question — and I was j u s t t r y i n g t o set up t h a t time — 

what i n f o were you t a l k i n g about? I ' d l i k e t o know what 

you were basing — what were you using i n t e s t - — t o 

a r r i v e a t t h i s opinion? 

A. Well, on t h i s August date of 1984, I was not y e t 

employed w i t h Nearburg. There was a g e o l o g i s t by the name 

of Lou Mazzulo who d i d the i n i t i a l geology f o r Nearburg 

Producing across t h i s p a r t i c u l a r area, and he t e s t i f i e d a t 
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both the hearing and the subsequent de novo hearings for 

Nearburg, and i t was on the basis of the cross-sections and 

s t r u c t u r e maps t h a t he had developed and I reviewed, i n 

conjunction w i t h those hearings, t h a t I f e l t -- I agreed 

w i t h what he had i n t e r p r e t e d at t h a t time i n terms of the 

p o t e n t i a l f o r hydrocarbons across t h i s area. 

Q. Then can you t e l l me 'what a d d i t i o n a l information 

do you have today t h a t was d i f f e r e n t or not a v a i l a b l e t o 

Mr. Mazzulo? 

A. Over a hundred and some wel l s , as points of 

c o n t r o l . 

Q. Are you saying t h a t you have a hundred points of 

c o n t r o l i n Section 21 and Section 22? 

A. No, but across t h i s e n t i r e area where you have 

access t o the geology and across -- You know, obviously the 

mapping today i s much more d e t a i l e d , i t ' s much more 

accurate than the mapping was back i n 1984, and t h a t ' s j u s t 

a consequence of a l l these wells, a l l of t h i s c o n t r o l . 

Q. Then correct me. As I seem to understand your 

testimony, you are saying t h a t when you look at a l l of the 

wells i n t h i s Dagger Drav/ f i e l d , t h a t you should be able to 

take the sum t o t a l of those wells and t h a t any w e l l d r i l l e d 

i n Section 22 should be close to or almost i d e n t i c a l to any 

other w e l l d r i l l e d i n the Dagger Draw f i e l d ? 

A. No, v/hat I'm saying i s t h a t v/e used the e x i s t i n g 
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w e l l c o n t r o l t o define the l i m i t s of the productive 

r e s e r v o i r and e x p l o i t i t appropriately, and t h a t ' s — You 

know, t h a t ' s what's being done out here. 

Q. Well, apparently down i n Section 31, these two 

dryholes p r e t t y w e l l mark the productive l i m i t s of t h i s 

r e s e r v o i r . You've --

A. They do i n t h a t area. 

Q. -- reached that? 

A. Yeah, they do i n t h a t area, sure. 

Q. Okay. Now, i s i t not possible t h a t the Yates 

Osage saltwater disposal w e l l , the Anadarko saltwater 

disposal w e l l and your w e l l i n the northeast quarter of 

Section 22 a l l show t h a t the productive l i m i t -- t h a t t h a t 

area t h a t i s through there i s not a productive area, t h a t 

i t ' s the l i m i t , we've reached the l i m i t i n t h a t area? 

A. I don't know t h a t that's the i m p l i c a t i o n t h a t can 

be drawn. I t h i n k there's areas -- As you're aware from 

other testimony and other hearings, Nearburg has conducted 

3-D seismic out i n t h i s p a r t i c u l a r area, which I believe 

covers a l l of Section 22, so t h a t we have access to other 

information besides j u s t the w e l l c o n t r o l i n t h i s area t o 

t e l l us v/hat areas might be s t r u c t u r a l l y consistent w i t h 

the production of hydrocarbons. 

And the incorporation of t h a t data i n t o my 

E x h i b i t Number 15, although I don't have i n d i v i d u a l shot 
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points and a l l of t h a t s o r t of t h i n g displayed on here, 

there i s more than j u s t the w e l l c o n t r o l t h a t goes i n t o the 

cons t r u c t i o n of t h i s display. 

Q. You have not presented any e x h i b i t t h a t t r i e s to 

incorporate seismic information? 

A. No, I have not, that's c o r r e c t . 

Q. Nov/, Mr. Elger, you have reviewed Mr. Mazzulo's 

testimony, have you not? 

A. For the most part, I have, yes. 

Q. And you are aware t h a t he t e s t i f i e d t h a t 

s t r a t i g r a p h y and s t r u c t u r e both played a r o l e i n t h i s 

f i e l d , d i d i t not? 

A. I t does and i t doesn't. There's po r t i o n s of the 

f i e l d where the st r a t i g r a p h y does play a r o l e , and there's 

po r t i o n s where s t r u c t u r e i s more the c o n t r o l l i n g f a c t o r . 

Q. What key f a c t o r t e l l s you t h a t s t r a t i g r a p h y 

doesn't play a r o l e i n the areas of our concern? 

A. What -- Can you rephrase your question? 

Q. Well, b a s i c a l l y -- I v/as t r y i n g t o explore your 

answer. You t o l d me t h a t i n some areas s t r u c t u r e c o n t r o l s , 

some areas s t r a t i g r a p h y c o n t r o l s . As I see your testimony, 

one of the key points t h a t you want t o deal w i t h here i s 

s t r u c t u r e , and I v/as -- I assume t h a t s t r a t i g r a p h y plays no 

p a r t . 

A. I n t h i s p a r t i c u l a r area, t h a t ' s probably v a l i d , 
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yes. 

Q. A l l r i g h t , why? What t e l l s you -- What 

demonstrative evidence, obje c t i v e evidence, t e l l s you t h a t 

s t r a t i g r a p h y i s not important out here? 

A. There's a producer t h a t Nearburg d r i l l e d i n 

Section 24, 19 South, 25 East, t h a t Yates v/as a p a r t i c i p a n t 

i n . That v/ell encountered the top of the dolomite 

r e s e r v o i r at extremely low value. I don't have i t as one 

of these displays here, but i t was w e l l below 4350 subsea, 

was the top of the dolomite. I don't -- That w e l l was our 

F a i r c h i l d 24 Number 1. 

Stratigraphy played a tremendous r o l e i n the 

trapping of hydrocarbons i n the dolomite r e s e r v o i r i n t h a t 

p a r t i c u l a r w e l l . I t does r e a l l y not back over here i n 

Section 21. 

I've had the opportunity t o review and, although 

they haven't been introduced as evidence, Brent May's 

s t r u c t u r e map across t h i s same area. And v/hen he 

introduces h i s s t r u c t u r e map during h i s testimony, y o u ' l l 

see t h a t h i s s t r u c t u r e , which i s an expanded version of my 

E x h i b i t Number 15, extends down across Section 28 and 

across Section 29, and on the top of t h a t nose which 

extends i n t o Section 21 and which the two disposal wells 

are located i s a series of very, very good Canyon 

producers. 
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Q. Nov/, Mr. Elger, please. Section 24 t h a t you v/ere 

j u s t t a l k i n g about, v/e're t a l k i n g about the section t h a t 

would be t o the immediate east of Section 22 and 21, 

approximately two miles? 

A. Right, east of 23. 

Q. On your Exhibits 14, v/e don't have 23, and t h a t ' s 

why I was — and I v/as j u s t t r y i n g t o t i e your testimony 

i n t o E x h i b i t 14 and v/here you are t a l k i n g ; i s n ' t t h a t 

c o r r e c t , then? 

A. Uh-huh. 

Q. I t v/ould be two miles f a r t h e r t o the east of --

A. That's r i g h t . 

Q. -- the area depicted on t h a t e x h i b i t ? 

A. That's r i g h t . 

Q. Nov/, you made a statement, and I'm t u r n i n g now t o 

your E x h i b i t 15, t h a t the Cutter w e l l , you d i d not f e e l , 

had been damaged at t h i s point i n t i n e by the --

A. Doesn't appear to be. 

Q. -- the saltwater disposal? 

A. Huh-uh. 

Q. Okay, looking at Exh i b i t 16, i s n ' t the Cutter the 

southeastmost v/ell i n Section 21 t h a t has the d e p i c t i o n 

"new v/ell"? 

A. Yes. 

Q. A l l r i g h t . Nov/, s t r u c t u r a l l y , the Cutter i s 
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downdip — correct me i f I'm reading t h i s wrong — from 

both the Anadarko disposal w e l l and the Yates Osage 

disposal well? 

A. That's correct, on the top of the r e s e r v o i r i t 

i s . 

Q. The l a s t -- r e a l l y the l a s t t h i n g t h a t I wanted 

to v i s i t v/ith you i s -- and i f you would c l a r i f y f o r me, i s 

r e a l l y the purpose of the question. 

You were formulating your basic opinion, and I 

thought I picked up a statement of you had three reasons 

and I got two, b a s i c a l l y the poor production h i s t o r y of the 

Ross Ranch 22 and the f a c t t h a t the saltv/ater disposal 

w e l l s e x i s t on t h i s s t r u c t u r a l nose. Was there a -- Did I 

get everything, or v/as there something t h a t I've l e f t out? 

And I j u s t want to make sure I have — so t h a t we know what 

your --

A. That and the perforated i n t e r v a l , the subsea of 

the perforated i n t e r v a l s , t h a t -- i n the dolomite r e s e r v o i r 

where water i s being disposed, i s opposite what I believe 

i s a proven o i l column. Obviously, the Yates Osage w e l l 

i s . But a p o r t i o n of the p e r f o r a t i o n s i n the Anadarko w e l l 

are as w e l l . 

Q. Okay. And you say t h a t these perforated 

i n t e r v a l s are proven o i l --

A. That's correct. 
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Q. O i l what? I d i d n ' t — 

A. Oi l - b e a r i n g dolomite r e s e r v o i r . 

MR. ERNEST CARROLL: Okay, o i l - b e a r i n g dolomite. 

I j u s t d i d n ' t want t o get... 

That's a l l I have, Mr. Examiner. 

EXAMINER STOGNER: Mr. Bruce? 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. F i r s t , on your E x h i b i t 15, I j u s t want t o c l a r i f y 

something, Mr. Elger. 

EXAMINER STOGNER: Did you say Number 15? 

MR. BRUCE: E x h i b i t 15, Mr. Examiner. 

Q. (By Mr. Bruce) I n your production map, the w e l l 

i n the southwest quarter of the southeast q u a r t e r of 

Section 21, i s t h a t a r e l a t i v e l y new w e l l , or i s i t a poor 

well? 

A. Southeast — 

Q. Southwest quarter of the southeast q u a r t e r . The 

f i g u r e s by the w e l l are 6137. 

A. That's a f a i r l y new w e l l , but I don't b e l i e v e 

i t ' s a r e a l strong. I t ' s a f a i r l y poor w e l l , a c t u a l l y . 

Q. Okay, whose w e l l i s that? 

A. Yates Petroleum i s the operator, Nearburg has an 

i n t e r e s t . 

Q. And t h a t w e l l you j u s t mentioned o f f s e t s the — I 
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don't know the name of i t . The Aparejo? I s t h a t the — 

A. No, the Cutter. 

Q. The Cutter, excuse me, which you t h i n k may be a 

very good v/ell? 

A. I t appears to be a good w e l l . 

Q. Do you t h i n k , looking — Moving over t o Section 

22, there's a w e l l i n the southeast quarter of the 

northeast quarter. Do you f e e l t h a t w e l l has been a f f e c t e d 

by the saltv/ater disposal operations? 

A. I don't t h i n k i t ' s been adequately tested i n the 

Canyon, to answer t h a t question. 

Q. Moving on t o your E x h i b i t 16, looking at 

Nearburg's Ross Ranch 2 2 Number 2 and then the Anadarko 

w e l l , why d i d n ' t Nearburg perforate i n the lower 

Cisco/Canyon? 

A. B a s i c a l l y , there v/as -- we wanted t o e s t a b l i s h 

production from t h a t wellbore, and at the time t h a t we 

completed t h a t v/ell, v/e perforated opposite where we had 

the strongest hydrocarbon shows on our mud log. And j u s t 

from -- v/e wanted to shoot those -- t h a t area where v/e had 

the most -- the best -- b e t t e r looking shov/s. 

Q. So you used -- the best shows were i n the --

not -- Let me ask you t h i s : I n the Canyon, you separate 

the Canyon i n t o zones, l i k e upper and lower, or i n t e r n a l l y ? 

A. Yes, v/e do. 
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Q. Okay. And as f a r as you can see, the best 

production i s i n the upper Canyon? 

A. That's correct. 

Q. And the Anadarko p e r f o r a t i o n s and i n j e c t i o n are 

i n the lower Canyon? 

A. Lower t o middle, yes. 

Q. Do you have any evidence of any communication 

between the lower Canyon and the upper Canyon? 

A. We would l i k e very much t o learn t h a t , but --

Q. You can't say there's any communication? 

A. No. A l l we can look at i s the character of the 

p o r o s i t y as displayed on each one of these log sections, 

and there are no i d e n t i f i a b l e p o r o s i t y b a r r i e r s t h a t v/e see 

t h a t e x i s t from the upper t o the lower. 

Q. Getting back to t h i s lower zone, I t h i n k you — 

i n answer t o one of Mr. C a r r o l l ' s questions, you said t h a t 

dov/n i n the southeast quarter of Section 31 the only 

dolomite present v/as i n the lower Cisco/Canyon, and t h a t 

v/as not commercial, v/as i t ? 

A. No, that's correct. 

Q. And then f i n a l l y , moving on to your E x h i b i t 18. 

Now, v i r t u a l l y a l l of the production t h a t you have shown 

here i s i n the upper Canyon, i s n ' t i t ? 

A. That's correct. 

Q. And except f o r a couple of these orange marks, 
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i t ' s a l l above the injection interval into which Anadarko 

i s i n j e c t i n g ; i s t h a t correct? 

A. That i s correct. 

Q. And i f you look at wells 8 through 18, those are 

a l l i n Section 21 and 22; i s t h a t correct? Excuse me, 8 

through 16 are i n 21 and 22. 

A. That's correct. 

Q. So the nearest — Nov/, v/hen you show these, what 

you have marked Wells Number 5 and 7 -- those are i n 

Section 16 -- do you have any evidence t h a t these lov/er 

p e r f o r a t i o n s are producing o i l ? Could they be producing 

a l l v/ater? 

A. I do not have any evidence t h a t they're 

producing. But I -- again — Since one v/el l , the w e l l 

t h a t ' s perforated to minus 4350, i s such an apparent good 

producer and t h a t -- v/e1 re t a l k i n g about based on the 

p o t e n t i a l almost a one-to-one oil-v/ater r a t i o , t h a t we're 

looking at a t y p i c a l Canyon scenario, t y p i c a l Canyon-type 

completion. Or i n f a c t , i t may be even b e t t e r than t y p i c a l 

i n terms of t h a t v/ater-oil r a t i o . And yet t h a t w e l l i s 

perforated t o minus 4350, which suggests t h a t there's not a 

l o t of v/ater coming i n from --

Q. But you don't have any evidence -- Well, 

apparently, i f you go back to your E x h i b i t 17, there i s one 

p e r f o r a t i o n , one group of p e r f o r a t i o n s , way down at the 
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bottom, a t minus 4350, and then you go up q u i t e a ways and 

you have the other p e r f o r a t i o n s ? 

A. Yes. 

Q. And i t i s possible t h a t the lower p e r f o r a t i o n s 

are producing a l l water? 

A. I t ' s possible, but not probable. 

Q. But you don't know, correct? 

A. Yes. 

MR. BRUCE: Nothing f u r t h e r , Mr. Examiner. 

EXAMINER STOGNER: Thank you, Mr. Bruce. 

Mr. Turner, any r e d i r e c t ? 

MR. TURNER: Yes, j u s t a couple of questions. 

REDIRECT EXAMINATION 

BY MR. TURNER: 

Q. Mr. Elger, you were asked, I b e l i e v e , by Mr. 

Bruce about whether or not you had any evidence as t o 

communication between the upper and lower zones. You don't 

see any evidence t h a t there's — Or l e t me j u s t ask you the 

question: Did you see evidence t h a t there i s i n f a c t 

separation? 

A. No, I do not. Just the appearance of the logs i s 

a l l we have — the appearance of the logs and the 

product i o n h i s t o r y of the Ross Ranch 22-2 are a l l we have 

t o go on r i g h t now, and what they t e l l me i s t h a t there's a 

very strong l i k e l i h o o d t h a t the water Nearburg i s moving 
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out of t h e i r p e r f o r a t i o n s m red on t h e i r w e l l i n E x h i b i t 

16 may very v/ell be coming from, a l l or a p o r t i o n of, from 

what Anadarko i s p u t t i n g i n the upper p a r t of t h e i r 

p e r f o r a t i o n s i n -- t h e i r top set of p e r f o r a t i o n s i n t h e i r 

disposal v/ell. 

Very, very possible, but I don't have any 

engineering data to substantiate t h a t . 

Q. I n your professional opinion, do you t h i n k there 

i s a l i k e l i h o o d t h a t t h a t i s i n fa c t occurring? 

A. Yes. 

Q. That Nearburg i s a c t u a l l y producing water from 

i t s Ross Ranch 22 we l l t h a t i s being i n j e c t e d i n t o the 

Anadarko v/ell? 

A. Yes. 

Q. And i s t h a t the reason t h a t you're seeking the 

Commission's help i n shut t i n g t h a t w e l l in? 

A. I t c e r t a i n l y i s . That and the preventative --

preventive damage, fu t u r e damage, i n t h a t area, w e l l s t h a t 

w i l l be proposed and d r i l l e d i n the f u t u r e . 

MR. TURNER: No f u r t h e r questions. 

EXAMINER STOGNER: Thank you, Mr. Turner. 

Any other cross-examination? 

MR. ERNEST CARROLL: No, I don't. 

EXAMINER STOGNER: I've got a couple of 

questions. 
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EXAMINATION 

BY EXAMINER STOGNER: 

Q. On E x h i b i t Number 16, the Ross Ranch 22 Well 

Number 2, look a t the upper p o r t i o n of t h a t l o g , t h e 

topmost p e r f o r a t i o n and the long, long p e r f o r a t e d i n t e r v a l . 

There seems t o be v/hat appear would be a p l u g or something. 

What i s t h a t ? 

A. You're c o r r e c t . I n order f o r us t o t e s t t h a t 

v e r y upper s e t of p e r f o r a t i o n s , v/e set a b r i d g e p l u g i n 

t h e r e , s e p a r a t i n g t h a t very upper se t of p e r f o r a t i o n s from 

p e r f o r a t i o n s below t h a t . 

Q. Okay, i s t h a t b r i d g e p l u g s t i l l t h e r e ? 

A. I b e l i e v e i t s t i l l i s t h e r e . 

Q. So a l l the p r o d u c t i o n t h a t ' s recorded i s j u s t out 

of t h i s topmost p e r f o r a t e d i n t e r v a l ? 

A. W e l l , the p r o d u c t i o n t h a t ' s recorded -- The 

cu m u l a t i v e p r o d u c t i o n recorded a t the bottom o f th e l o g o f 

1000 o i l and 98 m i l l i o n gas are from a com b i n a t i o n o f bo t h . 

Q. When v/as t h a t b r i d g e p l u g put in? You may r e f e r 

t o your engineer on t h a t one. 

MR. MCDONALD: January? 

THE WITNESS: E i g h t or t e n months ago, something 

l i k e t h a t . That v/ould be a guess. 

Q. (By Examiner Stogner) You mentioned -- and I 

want t o make t h i s so I have the t e r m i n o l o g y r i g h t . You 
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mentioned something about the lower one-third bank system. 

A. Well, the whole Canyon carbonate complex here I 

r e f e r t o as the Canyon bank, and t h a t has been i d e n t i f i e d 

on the cross-section, the top of the Canyon bank has been 

labeled up where you go from shales and sands i n t o the 

carbonates, and then the base of t h a t bank system has also 

been i d e n t i f i e d on t h i s E x h i b i t 16, and t h a t ' s where you go 

back i n t o an a l t e r n a t i n g shale and lime sequence. 

And you p r e t t y much are -- The normal section 

w i t h i n the bank complex i s f o r i t e i t h e r to be limestone or 

dolomite or one or the other or both. 

Q. Now, when you t a l k about the lower o n e - t h i r d bank 

system --

A. Yes. 

Q. -- are you saying --

A. --I'm j u s t 

Q. -- the lower p o r t i o n of the limestone, or are you 

t a l k i n g about --

A. No, I'm t a l k i n g about --

Q. -- c u t t i n g i t up i n t h i r d s ? 

A. I'm t a l k i n g about i f you would take — The 

o v e r a l l thickness of t h i s complex i n t h i s North Dagger 

Draw-Penn Pool r e a l l y does not vary i n thickness very much. 

And when I say the lower t h i r d , I'm t a l k i n g about the lower 

t h i r d , i f you v/ould j u s t look at the bottom t h i r d of t h a t 
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bank complex, and that's what I r e f e r t o as the bottom 

t h i r d of the bank. 

Q. So with t h a t terminology, when I go t o E x h i b i t 

Number 18, most of the producing i n t e r v a l — l e t ' s f o r g e t 

about Well Number 10 and 11 r i g h t now, t a l k about the 

producing i n t e r v a l -- i t ' s d e f i n i t e l y got t o include the 

uppermost t h i r d . Does t h a t include some of the middle 

t h i r d ? 

A. Yes, i t does. 

Q. Okay. How about any p o r t i o n of the lower t h i r d ? 

A. No, I don't believe any of them are t o the lower 

t h i r d . 

Q. Okay. Nov/, then, I go to the Osage v/ell -- I'm 

sorry, the Anadarko Osage v/ell. That takes i n d e f i n i t e l y 

the lov/er one t h i r d . Does i t rake i n some of the middle 

one-third? 

A. To be r e a l honest, i t kind of looks l i k e the 

middle h a l f . 

Q. Okay. Middle h a l f , okay. By your terminology. 

A. Yeah, the lov/er h a l f , the lov/er h a l f of the 

Canyon bank. 

Q. And I guess looking at the Yates Osage w e l l , t h a t 

would probably take i n the upper --

A. The upper h a l f . 

Q. I'm going to l e t you say i t . What v/ould i t take? 
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A. I would say the upper h a l f . 

Q. Okay. Is the lower one-third capable of any 

production i n t h i s pool? 

A. Yes, i t i s . 

Q. I t is? 

A. But i t ' s not anywhere on any of the maps t h a t I 

have as displays. 

As you move to the west — You know, the e n t i r e 

Canyon bank system i s a kind of a -- i n a general sense, 

there's a west-to-east or northwest-to-southeast dip 

component t o i t . And v;hen you move way over i n t o 19 South, 

24 East, back to the west of the township, the lower -- you 

eventually move a l l of the dolomite section up i n t o the 

hydrocarbon column. 

Q. Well, how about --

A. And i n f a c t , the upper t h i r d of the Canyon bank 

complex becomes nonproductive limestone section over there. 

Q. Okay. Let's j u s t stay w i t h — Okay, I'm going t o 

use E x h i b i t Number 14. Sections — The wells i n Sections 

18, 19, 30 and 31, are any of those producing from t h a t 

lov;er one-third? 

A. I don't believe they are. 

Q. So I'd have to go back f u r t h e r west? 

A. Yeah, you have to go f a r t h e r west than t h a t . 

Q. Okay. Has the lov/er one-third i n 18, 19, 3 0 or 
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31 been tested? 

A. Maybe i n the west h a l f of those sections, i t 

s t a r t s t o become hydrocarbon -- high enough so t h a t i t 

contains hydrocarbons. But I don't t h i n k i t i s i n the east 

h a l f of those sections. 

Q. Okay. Nov/, that's v/hat I was leading up t o . And 

I don't v/ant t o put words i n your mouth, but i s the lov/er 

o n e - t h i r d capable of production, o i l production, t o the 

east of Sections 13, 19, 30 and 31? 

A. To the east of i t ? 

Q. Yes. 

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

Q. Okay. Has any of those wells been tes t e d i n t h a t 

lov/er one t h i r d ? 

A. There have been a number of these old Morrow 

w e l l s , v/hen they d r i l l e d through the bank complex, t h i s 

Canyon bank complex, tha t ran very long d r i l l stem t e s t s 

across almost the e n t i r e carbonate length of -- thickness 

of the Canyon bank themselves, and have had mixed 

recoveries, you know, o i l , v/ater -- a l o t of v/ater but some 

hydrocarbons. I can't r e c a l l exactly. I t seems l i k e one 

of the Morrow wells i n Section 28 may have tested i n -- ran 

a very long d r i l l stem t e s t across a l l of the Canyon, a big 

p o r t i o n of the Canyon, and been one of those w e l l s . 

Q. Nov/, going back to E x h i b i t Number 16, j u s t the 
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Anadarko v/ell, are a l l the perforated intervals — are you 

advocating t h a t a l l the lower or — I'm sorry, a l l the 

perforat e d i n t e r v a l s i n t h a t Anadarko w e l l are c o n t r i b u t i n g 

t o the watering out of strong production i n t h i s area? 

A. I don't have an answer as t o how the lower set of 

pe r f o r a t i o n s -- Like I say, below 7900 would be a f f e c t i n g 

the upper p a r t of the dolomite. But I t h i n k the group of 

pe r f o r a t i o n s from -- between 7800 and 7865 or whatever t h a t 

upper set of three perforations i s there, I believe there's 

a strong l i k e l i h o o d t h a t those water -- whatever water i s 

going i n t o t h a t set of perf o r a t i o n s i s very l i k e l y moving 

through dolomite re s e r v o i r rock t h a t e i t h e r was or i s 

hydrocarbon-bearing. 

EXAMINER STOGNER: Okay. Are there any other 

questions of t h i s witness? 

MR. ERNEST CARROLL: I don't t h i n k so. 

EXAMINER STOGNER: You may be excused. 

Mr. Turner, do you have anything t o present at 

t h i s time? 

MR. TURNER: No. 

EXAMINER STOGNER: Okay. With t h a t , l e t ' s take a 

ten-minute recess and then Yates or -- V/e'11 l e t Anadarko 

and Yates decide --

MR. ERNEST CARROLL: Anadarko w i l l go f i r s t . 

EXAMINER STOGNER: Okay. Let's take a ten-minute 
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recess. 

(Thereupon, a recess was taken a t 1:45 p.m.) 

(The f o l l o w i n g proceedings had a t 2:08 p.m.) 

EX7AMINER STOGNER: Hearing w i l l come t o order. 

Mr. Bruce? 

MR. TURNER: Mr. Examiner — 

EXAMINER STOGNER: Oh, I'm so r r y , Mr. Turner? 

MR. TURNER: — I have one matter. At the close 

of my case I had not asked f o r the admission of E x h i b i t s 9 

through 18. I ' d l i k e t o do so at t h i s time. 

EXAMINER STOGNER: I'm sure glad you're catching 

them. 

Any objections? 

MR. ERNEST CARROLL: No. 

EXAMINER STOGNER: E x h i b i t s 9 through 18 w i l l be 

admitted i n t o evidence. 

Mr. Bruce? 

MR. BRUCE: One witness, Mr. Examiner, Mark 

Sundland. 

W. MARK SUNDLAND, 

the witness herein, 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. Mr. Sundland, would you please s t a t e your name, 
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f u l l name, and c i t y of residence? 

A. W i l l i a m Mark Sundland, Houston, Texas. 

Q. Who do you work f o r and i n what c a p a c i t y ? 

A. I work f o r Anadarko Petroleum C o r p o r a t i o n as a 

s t a f f r e s e r v o i r engineer i n Houston. 

Q. I n Houston? Have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h e D i v i s i o n as an engineer? 

A. No, I have not. 

Q. Would you b r i e f l y summarize your e d u c a t i o n and 

employment background? 

A. I've got a BS i n petroleum e n g i n e e r i n g from Texas 

A&M U n i v e r s i t y . I've got 13 years of d r i l l i n g , p r o d u c t i o n 

and r e s e r v o i r - e n g i n e e r i n g experience w i t h Chevron USA, 

Santa Fe Energy Resources and Anadarko Petroleum. 

Q. How long have you been w i t h Anadarko? 

A. One year. P r i o r t o t h a t I was -- For two years I 

worked f o r Santa Fe Energy Resources as t h e i r d i v i s i o n 

engineer, s o l e l y r e s p o n s i b l e f o r p r o d u c t i o n and r e s e r v o i r 

e n g i n e e r i n g a c t i v i t i e s i n southeast New Mexico. 

Q. And does your c u r r e n t area of r e s p o n s i b i l i t y 

i n c l u d e southeast New Mexico i n t h i s p a r t i c u l a r case? 

A. That's c o r r e c t . I've r e c e n t l y r e l o c a t e d from 

Midland, Texas. I worked t h e r e f i v e years, and r e c e n t l y 

t r a n s f e r r e d from a p r o d u c t i o n e n g i n e e r i n g r o l e i n Midland 

t o a r e s e r v o i r e n g i n e e r i n g r o l e i n Houston. But I have 
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been involved i n t h i s case now f o r approximately one year. 

Q. And have you reviewed a l l of Anadarko's f i l e s on 

t h i s p a r t i c u l a r well? 

A. Yes — 

Q. And — 

A. -- t o the extent t h a t they have f i l e s , yes. 

Q. Are you a professional engineer i n any state? 

A. That's correct, I'm a re g i s t e r e d engineer by exam 

i n Colorado. 

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

Sundland as an expert engineer. 

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

Q. (By Mr. Bruce) Mr. Sundland, l e t ' s s t a r t o f f 

w i t h your E x h i b i t 1. Could you j u s t i d e n t i f y what t h a t 

e x h i b i t is? 

A. Ex h i b i t 1 i s a chronology of events going back t o 

June 6th, 1983, i n regards to t h i s case. The f i r s t two 

pages I removed -- or I found i n Anadarko's f i l e s , and then 

the second two pages I prepared myself t o update the 

chronology. I t j u s t serves as a date-by-date chronology of 

a l l events r e l a t i n g to t h i s case. 

MR. BRUCE: Mr. Examiner, i n the i n t e r e s t of 

saving a l i t t l e b i t of time, i f I can summarize some of 

t h i s , i t does concern matters on the record. 

EXAMINER STOGNER: Feel free. 
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MR. BRUCE: As you can see going down t h i s , on 

June 6th Anadarko f i l e d a C-108 t o re-enter the B&B Well 

Number 1 which was prev i o u s l y discussed by a couple of 

Nearburg's witnesses. They wanted t o complete i t as a 

sal t w a t e r disposal w e l l i n the lower Cisco/Canyon. 

Chama Petroleum, which, as Mr. Turner s a i d , i s 

Nearburg's predecessor, f i l e d an a p p l i c a t i o n t o pool and 

re-en t e r the same wellbore t o t e s t the Morrow and the 

Cisco/Canyon. 

This a p p l i c a t i o n was heard by the D i v i s i o n , and 

as a r e s u l t , Order Number R-7326, was issued, a l l o w i n g 

Chama t o re-enter t h i s w e l l , so long as c e r t a i n completion 

requirements were done so t h a t the B&B Number 1 w e l l would 

be usable f o r s a l t w a t e r disposal i f Chama was unsuccessful. 

That order i s submitted as E x h i b i t 2A. 

I t h i n k a p p l i c a t i o n s f o r rehearing were f i l e d 

maybe perhaps by Chama and perhaps also by Anadarko, t h a t 

r e s u l t e d i n Order R-7326-B, which i s submitted as E x h i b i t 

2B. 

As a r e s u l t of t h a t order, Chama tendered an AFE 

t o Anadarko, who owned an i n t e r e s t i n t h a t w e l l . Anadarko 

went nonconsent. That w e l l was d r i l l e d . I b e l i e v e the 

testimony i s t h a t i t was completed i n the Morrow and i n the 

Cisco/Canyon, and w e ' l l get i n t o t h a t a l i t t l e b i t l a t e r . 

Because the oppo r t u n i t y f o r a s a l t w a t e r d i s p o s a l 
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w e l l was foreclosed at th a t l o c a t i o n , Anadarko then on Hay 

25, 1984, f i l e d a C-108 t o d r i l l the Dagger Draw SWD Well 

Number 1, which Nearburg r e f e r s to as the Anadarko Osage 

SWD Number 1. Again, t h i s i s f o r the lower Cisco/Canyon. 

This a p p l i c a t i o n was heard, and as a r e s u l t , 

Order Number R-7637 was issued by the D i v i s i o n . I t h i n k 

the c r i t i c a l f i n d i n g s are i n paragraphs 3, 4 and 5 of t h a t 

order. B a s i c a l l y , Anadarko desired to dispose of saltwater 

i n the -- what they c a l l e d the "C" and "D" zones, which are 

the lower p o r t i o n of the Cisco/Canyon. Finding 4, there's 

no commercial o i l or gas production i n those zones, and 

f i n d i n g 5, the "C" and "D" zones are separated from the 

upper zones by impermeable, nonporous dolomite shales. 

Later on, Chama f i l e d an a p p l i c a t i o n t o rescind 

R-7637. That was heard i n Case 3739. The order of the 

Commission at t h a t point affirmed the p r i o r order, and I 

t h i n k the key fin d i n g s are 4, 5 and 6, i n p a r t i c u l a r 

f i n d i n g 5: Anadarko presented s u b s t a n t i a l evidence 

demonstrating t h a t the lower zones of the Cisco/Canyon are 

not capable of commercial production. Furthermore, the 

continued use of the disposal w e l l w i l l not impair 

c o r r e l a t i v e r i g h t s . 

I n t h a t case, one t h i n g I want t o poi n t out i s 

t h a t Nearburg Ex h i b i t 12 states t h a t when the Dagger Draw 

SWD Number 1 v/ell v/as completed, t h a t i t flowed 60 b a r r e l s 
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of o i l and 260 barrels of water. I n Case 8739 evidence was 

presented t h a t , yes, there was sone o i l , but i t was 3 3 

b a r r e l s of o i l and 282 barrels of water. I j u s t want t o 

get t h a t clear f o r the record. 

Subsequently there has been no f u r t h e r e f f o r t t o 

rescind these orders u n t i l t h i s A p p l i c a t i o n was f i l e d , 

which was done i n June or July of t h i s year. 

F i n a l l y , and Mr. Sundland w i l l discuss the reason 

f o r t h i s , Anadarko has continued to i n j e c t water i n t o i t s 

w e l l . The actual cumulative i n j e c t i o n i s approximately 3.7 

m i l l i o n b a r r e l s , not the 2 m i l l i o n b a r r e l s t h a t Nearburg 

put on i t s documents. And I ' l l get Mr. Sundland t o explain 

t h a t . 

And Order Number R-313 9 i n the l a s t case i s 

marked as Ex h i b i t 4. 

Q. (By Mr. Bruce) Mr. Sundland, j u s t a couple extra 

items on t h i s — 

EXAMINER STOGNER: I f I may i n t e r j e c t , Mr. Bruce, 

I've been looking at these Commission orders --

MR. BRUCE: Uh-huh. 

EXAMINER STOGNER: — and the terminology. We 

need t o get a l i t t l e something -- at least put something on 

the record. 

I n the orders t h a t you r e f e r r e d t o , a c t u a l l y they 

were issued by the Commission, the Commission being i n 
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those days made up of Joe Ramey, the D i v i s i o n D i r e c t o r , 

because there v/as a Di v i s i o n . But I have no record t h a t 

any of these cases ever went de novo. I n f a c t , i n those 

days i t v/as sometimes the common pr a c t i c e whenever a case 

was very, say, opposed --

MR. BRUCE: Yes. 

EXAMINER STOGNER: -- then they v/ould go t o the 

Commission hearing o u t r i g h t . And a l l of these r e f e r t o the 

Commission. I j u s t wanted to bring t h a t on the record. 

That may or may not --

MR. BRUCE: Yeah, I made a mistake. I had 

thought the f i r s t one, R-7637, had been i n f r o n t of the 

D i v i s i o n , but I believe you're r i g h t . They are both i n 

f r o n t of the Commission, I suppose, as you said, because 

even I v/as around back then, and --

EXAMINER STOGNER: And I was too, and — 

MR. BRUCE: -- and I know the hearing examiners 

were doing these, so I -- apparently because of the dispute 

they v/ere sent d i r e c t l y to the Commission. 

EXAMINER STOGNER: And none of t h i s i s touching 

any memories, and that's why, because i t went t o the 

Commission, and t h i s i s --

MR. BRUCE: Correct. 

EXAMINER STOGNER: So t h i s i s the f i r s t time I've 

ever been involved v/ith i t , even though I was around then. 
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Okay, with t h a t I ' l l t u r n i t back over t o you. 

MR. BRUCE: Fortunately, i t ' s the f i r s t time I've 

been involved i n i t too. 

EXAMINER STOGNER: Well, we're both — Never 

mind, go ahead. 

Q. (By Mr. Bruce) Mr. Sundland, j u s t a couple extra 

th i n g s . What d i d the notes r e f l e c t ? And I'd r e f e r you t o 

page 2 of the chronology with respect t o the i n i t i a l case 

on the Dagger Drav; SWD Number 1, as f a r as what Nearburg's 

aim was i n t h i s matter. 

A. I w i l l r e f e r t o July 30th, 1984. I ' l l read: 

"Through counsel, Chama offered to drop t h e i r o b j e c t i o n i f 

Anadarko would guarantee them 2000 b a r r e l s water per day 

disposal capacity at 25 cents per b a r r e l . " 

The next day, Anadarko of f e r e d t o dispose of 

t h e i r water as capacity v/as a v a i l a b l e , and they would do i t 

at 25 cents a b a r r e l . Chama declined and said they needed 

a guaranteed volume. That seemed t o c o n t r a d i c t t h e i r 

concern about impairment of c o r r e l a t i v e r i g h t s . 

Q. Okay. Now, l e t ' s move to the more recent date, 

move forward ten years. At the bottom of page 3 of your 

chronology, could you explain v/hat happened when Nearburg 

f i r s t contacted Anadarko's engineers i n Midland? 

A. Yeah, the previous engineer before I became 

responsible f o r t h e i r New Mexico engineering duties was 
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George Buehler. He v/as contacted on October 6th of 1994 by 

Mr. Kimbrough and Shelton, I believe. They advised him 

t h a t Nearburg had spudded the Ross Ranch 22 Number 1, 651 

f e e t from our disposal w e l l . They advised him t h a t they 

v/ere seeking t o have an informal meeting i n A r t e s i a , 

seeking t o have Tim Gum force us to shut i n our v/ e l l . 

At t h a t meeting they also made an o f f e r t o take 

Anadarko's v/ater f o r 25 cents a b a r r e l i n t o t h e i r Devonian 

saltv/ater disposal system. Anadarko operates the SWD w e l l 

as a commercial disposal s i t e and i n j e c t s roughly 1400 

b a r r e l s of v/ater a day, of which over 50 percent of t h a t i s 

t h i r d - p a r t y water, and -- So he documented t h a t meeting and 

r e f e r r e d i t t o me, because I had -- I was a c t u a l l y 

responsible f o r t h a t area and not -- Yeah. 

Q. Okay. And then l e t ' s clear up the amounts 

i n j e c t e d . I believe i t ' s Nearburg E x h i b i t 9, which shov/ed 

a chart of i n j e c t i o n amounts; i s t h a t correct? 

A. No, that's not correct, and t h a t i s --

Q. And v/hy? 

A. That i s due to a c l e r i c a l e r r o r on the p a r t of 

Anadarko h i s t o r i c a l l y . Back i n the l a t e 1980s, i n 1989, we 

s t a r t e d t a k i n g t h i r d - p a r t y v/ater from Texaco. A l l of 

Texaco's North Dagger Drav/ wells feed i n t o our system. 

The c l e r i c a l e r r o r v/as t h a t the c l e r k i n Loco 

H i l l s continued to report to the State on the saltwater 
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d i s p o s a l r e p o r t form, j u s t the Anadarko-operated water 

d i s p o s a l . She d i d n ' t t h i n k t o add i n t h a t a d d i t i o n a l 

t h i r d - p a r t y water. And t h a t mistake was c o r r e c t e d , and 

t h a t ' s the b i g jump you see on E x h i b i t 9. You know, we 

stand corrected on t h a t , but we j u s t wanted t o make sure 

t h a t t h a t was c l a r i f i e d f o r the record, what the c o r r e c t 

volumes were. 

Q. And what about the i n j e c t i o n pressure? 

A. Yeah, the i n j e c t i o n pressure t h a t we r e p o r t t o 

the State has not changed over the years. I t c e r t a i n l y has 

not changed since Nearburg put on the Ross Ranch 2 2 Number 

2. Our i n j e c t i o n pressure i s very steady a t 850 p . s . i . 

Our p e r m i t t e d i n j e c t i o n pressure i s 1560 p . s . i . 

I b e l i e v e t h a t our reported i n j e c t i o n pressure i s 

a matter of p u b l i c record. There's c e r t a i n l y no i n t e n t t o 

t r y t o hide anything from Nearburg i n t h i s matter. I n 

f a c t , they've got the p u b l i c record t h e r e . So I t h i n k 

t h a t ' s — We c e r t a i n l y don't have any t r o u b l e i n j e c t i n g 

water w e l l below f r a c area i n t h i s w e l l , and i t ' s been a 

good disposal w e l l . 

Q. And i s the c o r r e c t f i g u r e through the end of 

August, 1995, of b a r r e l s of water i n j e c t e d approximately 

3.7 m i l l i o n ? 

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

Q. Mr. Sundland, l e t ' s move on t o your E x h i b i t s 5A 
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and 5B. These are some e x h i b i t s regarding Nearburg's Ross 

Ranch 22 Number 2 wel l and your Dagger Drav; -- Anadarko's 

Dagger Draw SWD Number 1 w e l l . What do these e x h i b i t s 

show? 

A. Because t h i s i s — I was t r y i n g to come up w i t h 

some s o r t of tan g i b l e evidence t h a t would i n d i c a t e t h a t I 

don't believe there i s i n d i c a t i o n t h a t t h e i r Ross Ranch 22 

Number 2 has been flooded out by i n j e c t i o n water. 

When we d r i l l e d the Dagger Draw SWD Number 1, we 

ran a conventional logging s u i t e on t h a t , being normal 

p o r o s i t y log and also a dual l a t e r a l log. Just using --

And the method t h a t was used i n the p r i o r hearings i n t h i s 

case, one of the things t h a t was t e s t i f i e d t o by Anadarko 

was t o use Archie's equation j u s t to come up w i t h some 

water s a t u r a t i o n numbers to t r y t o i n d i c a t e what might be 

productive and what night not. 

Using those same assumptions, meaning I'm using 

the same Rv, t h a t was used i n the past, using the same net-

pay c u t o f f of 4-percent porosity t h a t was used i n the past, 

j u s t t r y i n g to be consistent wi t h p r i o r testimony, I looked 

at the -- our w e l l , which was d r i l l e d i n 1984, and at t h a t 

time no water had been i n j e c t e d , and j u s t went by f o o t by 

fo o t i n the zone i n question, which i s the t h a t upper "A" 

zone, t o see what i s the average calculated water 

s a t u r a t i o n f o o t by f o o t , using Archie's equation. I come 

STEVEN T. BRENNER, CCR 
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up v/ith an average of approximately 33 percent. 

Ten years l a t e r , Nearburg runs the same 

Schlumberger log s u i t e i n t h e i r v/ell, and I would expect 

t h a t i f s i g n i f i c a n t f l o o d i n g out of o i l i n t h e i r -- at 

t h e i r l o c a t i o n , you v/ould expect s i g n i f i c a n t l y higher water 

s a t u r a t i o n c a l c u l a t i o n s on the -- from the dual l a t e r a l 

log. 

I used the exact same assumptions, using the 

4-percent p o r o s i t y c u t o f f and a standard Archie's equation 

w i t h m and n equal to 2 and i n doing so came up w i t h 

average v/ater s a t u r a t i o n of around 37.7 percent. The 

numbers obviously aren't i d e n t i c a l , but they obviously 

aren't exactly the same wellbore. I f you look at the two 

wells side by side, the gamma ray --

Q. Second pages --

A. Pardon? 

Q. The second pages of those ex h i b i t s ? 

A. Correct, the second page of those e x h i b i t s . 

The gamma-ray trace c o r r e l a t e very v/ell from one 

log t o the other. The porosity doesn't c o r r e l a t e q u i t e as 

w e l l , so -- but th a t f i t s the -- I believe, my 

understanding of the Cisco/Canyon pay development. I t ' s 

very random. 

But the whole point here i s , I'm not t r y i n g t o 

represent these numbers as q u a n t i t a t i v e values because, you 
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know, w i t h i n the accuracy of t h i s kind of c a l c u l a t i o n , I 

mean i t ' s -- but I was t r y i n g to show q u a l i t a t i v e l y t h a t 

f o r — I f you look at t h e i r w e l l , I would expect t h a t i f 

t h e i r "A" zone had been s i g n i f i c a n t l y watered out by 

i n j e c t e d water, t h a t they should be seeing some s o r t of 

s a t u r a t i o n s i g n i f i c a n t l y higher than 30s. One would see i n 

a watered-out waterflood t h a t you would see water 

satu r a t i o n s closer to 1 minus res i d u a l o i l . I don't t h i n k 

t h a t ' s unreasonable to assume tha t t h a t could get up around 

-- i n t h i s case, around 70 percent. 

So we're not seeing a quantum leap i n water 

s a t u r a t i o n i n t h e i r "A" zone. 

Q. So you don't t h i n k the d i f f e r e n c e between 33 

percent and 38 percent i s s i g n i f i c a n t ? 

A. Not s i g n i f i c a n t i n t h i s case, no. 

Q. And t h a t r e a l l y -- I f Nearburg's assertions are 

c o r r e c t , l e t ' s c a l l them t h a t , are c o r r e c t , these water 

satu r a t i o n s i n the Ross Ranch 22 Number 2 should be around 

70 percent? 

A. I t h i n k that's reasonable to assume t h a t t h a t 

would be the case. 

Q. Now, has your i n j e c t i o n w e l l performance changed 

at a l l since the completion of the Nearburg Ross Ranch 22 

Number 2? 

A. Our i n j e c t i o n w e l l performance has not changed at 
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a l l , i n terms of r a t e and pressure. 

Q. Now, some r e f e r e n c e has been made t o t h e South 

Boyd Number 1 and the B&B Number 1 w e l l s . Could you r e f e r 

t o E x h i b i t s 6A and 6B and i d e n t i f y those f o r t h e Examiner 

and t e l l v/hat they show? 

A. Yes, I went i n t o t he p u b l i c r e c o r d , which i s 

Petroleum I n f o r m a t i o n , P r o d u c t i o n Data, and p u l l e d up t h e 

r e p o r t e d Cisco/Canyon completions data, p r o d u c t i o n d a t a , i n 

t h e B&B Number 1 and the South Boyd Number 1. Both 

i n d i c a t e p r o d u c t i o n t e s t s more or l e s s i n 1992, b o t h 

i n d i c a t e what I v/ould consider noncommercial c u m u l a t i v e 

w a t e r - o i l r a t i o . 

For i n s t a n c e , the B&B v / a t e r - o i l r a t i o i s 117. 

The South Boyd v / a t e r - o i l r a t i o i s 57.5. I don't know t h e 

exact d e t a i l s of t h e i r t e s t i n g i n t h i s m a t t e r , but I would 

submit t h a t p a r t i c u l a r l y i n the South Boyd, t h a t h a v i n g 

produced 5000 o i l and 319,000 b a r r e l s of water i s a 

s i g n i f i c a n t t e s t of t h a t zone. But f o r t h e r e c o r d — I 

t h o u g h t v/e ought t o get t h a t i n the r e c o r d . 

Q. I n your o p i n i o n , should Nearburg's A p p l i c a t i o n be 

denied? 

A. Yes, I b e l i e v e i t should be denied. 

Q. And t h e d e n i a l would be i n t h e i n t e r e s t s of 

c o n s e r v a t i o n and the p r e v e n t i o n of waste? 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. And were Exhibits 1 through 6B prepared by you or 

compiled from company records? 

A. That i s correct. 

MR. BRUCE: Mr. Examiner, at t h i s time I would 

move the admission of Anadarko Exhibits 1 through 6B. 

EXAMINER STOGNER: Are there any objections? 

Exhibits 1, 2A, 2B, 3, 4, 5A, 5B, 6A and 6B w i l l 

a l l be admitted i n t o evidence at t h i s time. 

MR. BRUCE: And I pass the witness. 

EXAMINER STOGNER: Thank you, Mr. Bruce. 

Mr. Turner, your witness. 

CROSS-EXAMINATION 

BY MR. TURNER: 

Q. Mr. Sundland, you t e s t i f i e d t h a t the — i n 1989, 

t h a t Anadarko s t a r t e d taking t h i r d - p a r t y water i n t o t h i s 

Anadarko disposal w e l l ; i s t h a t correct? 

A. That's correct. 

Q. Whose water are you taking? 

A. The maj o r i t y of the t h i r d - p a r t y water comes from 

Texaco. There are -- Some other small occasional t h i r d -

party water comes i n t o our system. But by and large i t i s 

Texaco, from the Cisco/Canyon, North Dagger Draw lease, 

t h a t they have. 

Q. Okay. And what p o r t i o n of the water t h a t i s 

c u r r e n t l y being i n j e c t e d i n t o your w e l l i s t h i r d - p a r t y 
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water? 

A. Roughly 50 percent, a l i t t l e over 50 percent. We 

operate one Cisco/Canyon v/ell, the Bradshaw Number 2. I t 

makes approximately 650 barrels a day. Currently we're 

i n j e c t i n g between 1300 and 1400 bar r e l s a day, so the 

balance of t h a t i n j e c t i o n water i s t h i r d - p a r t y water. 

Q. Okay. I r e f e r you to Ex h i b i t 6, which was 

previously tendered by Nearburg. 

MR. BRUCE: Nearburg? 

Q. (By Mr. Turner) Nearburg E x h i b i t 6, which i s a 

l e t t e r dated May 5th, 1995, from Mr. Brad M i l l e r , 

Anadarko's d i v i s i o n production engineer, t o Jackson and 

Walker, attorneys f o r Nearburg, i n response t o a l e t t e r 

dated A p r i l 27th, 1995, from Nearburg and from Walker t o 

Anadarko. 

A. Right. 

Q. The second paragraph of t h a t l e t t e r , v/ould you 

read that? 

A. I 1d be happy t o . 

"As a r e s o l u t i o n to t h i s dispute Nearburg i s 

encouraged to purchase the Dagger Drav/ SWD No. 1 i n the 

July 12, 1995 O i l and Gas Clearinghouse Auction. Contact 

Mike Goode i n Anadarko's Houston o f f i c e . . . t o receive a copy 

of the auction package." 

Q. Okay. Your testimony i s t h a t c u r r e n t l y you --
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Anadarko operates one w e l l i n t h i s area which i s r e c e i v i n g 

water produced from th a t v/ell i n t o the disposal well? 

A. Correct. 

Q. And you also t e s t i f i e d t h a t you believe t h a t i t 

was i n the best i n t e r e s t of p r o t e c t i n g c o r r e l a t i v e r i g h t s 

t h a t Nearburg's a p p l i c a t i o n f o r you to cease disposing i n 

t h i s v/ell should be denied i n order t o pr o t e c t the 

c o r r e l a t i v e r i g h t s , I guess i n favor of Anadarko. 

I f Anadarko i s not in t e r e s t e d i n owning t h i s w e l l 

anymore, could you t e l l me what c o r r e l a t i v e r i g h t s i t i s 

t h a t need t o be protected f o r Anadarko? 

A. Currently we operate and own the Bradshaw Number 

2, and operating our own disposal w e l l tends t o reduce our 

operating costs f o r t h a t w e l l . And t h a t has been t e s t i f i e d 

t o i n the past, t h a t by producing low-cost disposal you 

tend t o increase the l i f e of producing wells i n t h a t area. 

And t h a t ' s -- That v/as the o r i g i n a l reason why a saltv/ater 

disposal permit was permitted i n the f i r s t place. 

Q. But according to t h i s l e t t e r , you e i t h e r have 

planned t o s e l l t h i s v/ell or maybe have already sold i t . I 

don't know v/hat the status i s . Could you t e l l me, has t h i s 

w e l l been sold? 

A. No, we have not sold the v/ell yet. 

Q. But i s i t s t i l l Anadarko's plan t o s e l l t h i s at 

some clearinghouse auction? 

STEVEN T. BRENNER, CCR 
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A. At the current t i n e , i t i s i n a -- i t i s going t o 

be put i n t o a day room. But I v/ould also submit t h a t the 

purchaser of the w e l l would purchase both wells and t h a t 

they would also b e n e f i t the same way t h a t Anadarko would 

b e n e f i t from t h a t . 

Q. But t h i s w e l l — 

A. So whether i t ' s Anadarko's -- t o Anadarko's 

b e n e f i t or another party's b e n e f i t , who purchases i t from 

us, i t would b e n e f i t then j u s t as i t v/ould us. 

Q. But f o r Anadarko's plans i n t h i s area, you r e a l l y 

have no -- What you're i n d i c a t i n g to me i s t h a t you have no 

f u t u r e plans t o operate both your productive v/ell and your 

disposal v/ell? 

A. I t i s my understanding t h a t Anadarko management 

intends t o r a t i o n a l i z e t h e i r assets i n southeast New 

Mexico, and t h a t may involve s e l l i n g t h e i r assets i n the 

Dagger Draw area. I t h i n k I can speak f o r Anadarko 

management i n t h a t sense, because I'm reasonably confident 

t h a t t h a t i s t h e i r i n t e n t i o n . 

Q. But i n p a r t i c u l a r , as t h a t philosophy might 

p e r t a i n t o t h i s area, i t d e f i n i t e l y pertains t o the 

disposal w e l l t h a t we're t a l k i n g about here today, and as 

you've indicated also, the plan i s t o dispose of the --

your productive v/ell? So --

A. Correct, as a package. 

STEVEN T. BRENNER, CCR 
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Q. So n e i t h e r of these w e l l s have long-term 

s i g n i f i c a n c e t o Anadarko's operations? 

A. That i s c o r r e c t . However, these have a 

s i g n i f i c a n t value t o Anadarko i n a sale, so i t i s i n our 

i n t e r e s t t o keep these orders i n f o r c e . 

Q. Now, you t e s t i f i e d about the water t e s t i n g t h a t 

you d i d f o r s a t u r a t i o n purposes between the Nearburg w e l l 

and your disposal w e l l . 

A. Uh-huh. 

Q. And y o u ' l l have t o excuse me, I'm not a h i g h l y 

t e c h n i c a l l y t r a i n e d person, so I'm t r y i n g t o understand a 

l i t t l e b i t more about the basis of the t e s t s t h a t you've 

conducted. But as I understand i t , you are t r y i n g t o 

compare the water s a t u r a t i o n of the zones t h a t you're 

i n j e c t i n g i n t o w i t h the water s a t u r a t i o n of the p r o d u c t i v e 

zones of --

A. No, t h a t i s abs o l u t e l y i n c o r r e c t . 

Q. Okay. Well, l i k e I said, you have t o excuse me. 

Maybe you could e x p l a i n i t t o me so t h a t I could understand 

i t . 

A. Okay. We are i n j e c t i n g i n t o the "C" and "D" — 

what Anadarko has r e f e r r e d t o , and has r e f e r r e d t o f o r ten 

years, as the "C" and "D" zones of the Cisco/Canyon 

dolomite. 

These c a l c u l a t i o n s p e r t a i n only t o the "A" zone. 

STEVEN T. 
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Nearburg has t e s t i f i e d t h a t they are very concerned about 

the c o r r e l a t i v e r i g h t s i n the "A" zone. So these do not 

represent any c a l c u l a t i o n s i n any pay below the — v/hat we 

would consider the "A" zone. So these are only comparing 

the "A" zone i n our disposal v/ell and the "A" zone i n the 

Ross Ranch Number 2 v/ell. 

Now, understand th a t i t has been long standing 

Anadarko's p o s i t i o n , and i t ' s been found by the Commission 

t h a t our i n j e c t i o n i n t o the "C" and "D" zones does not 

impair the c o r r e l a t i v e r i g h t s i n the "A" zone because the 

zones are separated by impermeable s t r a t a . 

Q. And how do you know thi s ? 

A. That has been the testimony of --

Q. No, I'm not asking about other people's 

testimony; I'm t a l k i n g about --

A. I can look at the log. 

Q. How can you s i t here today and t e s t i f y t h a t t h a t 

i s i n f a c t the case? What can you point t o , t o demonstrate 

t h a t t h a t i s the case? I'm j u s t looking f o r some --

A. Okay — 

Q. -- demonstrative evidence t h a t i n d i c a t e s t h a t . 

A. -- I can say as a t r a i n e d engineer who can read 

p o r o s i t y logs t h a t there i s a s i g n i f i c a n t i n t e r v a l of zero 

p o r o s i t y , dense rock, between our i n j e c t i o n p e r f o r a t i o n s 

and the c o r r e l a t i v e perforations i n the "A" zone. And so I 
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can say t h a t , based on my own analysis of the logs. But 

I'm also j u s t r e f e r r i n g to what's been found by the 

Commission, not once but twice i n the past. 

Q. Do you have those logs t h a t you can --

A. Yes, I do. 

Q. Okay. Are they --

A. The logs are on a l l of the cross-sections. I've 

got separate copies of the log. 

Q. Are you r e f e r r i n g to the attachments t o your 

E x h i b i t s 5A and 5B? 

A. No, I did not — You know, f o r the purposes of 

t h i s e x h i b i t I was only t r y i n g t o show the "A" zone. I 

knew t h a t we would have several cross-sections at the 

hearing, both prepared by Yates and Nearburg, t h a t would 

show the e n t i r e i n t e r v a l . 

So the low-porosity section i n question i s --

j u s t s t a r t s at the very bottom of t h i s sheet here, but we 

can see t h a t i n any of the cross-sections. 

I might r e f e r some of t h i s l i n e of questioning t o 

Brent May. I believe he's prepared to discuss t h i s , you 

know, as an expert geologic witness also. 

I might also c i t e testimony i n the past t h a t 

r e f e r r e d t o p r i o r studies of the area and t h a t s o r t of 

t h i n g . So I'm basing that on both knowledge and b e l i e f . 

Q. I'd l i k e to r e f e r you to Nearburg's E x h i b i t 
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Number 16, and maybe that will help since that's — 

A. Sure. 

Q. --an e x h i b i t t h a t maybe you could p o i n t t o t h a t 

demonstrates your conclusion i n t h i s regard, i n p a r t i c u l a r , 

t o the p o r t i o n of the e x h i b i t f o r the Anadarko disposal 

w e l l . 

A. I w i l l r e f e r you to the — roughly the i n t e r v a l 

s t a r t i n g at 7806, on up, and the crossplot p o r o s i t y of 

those two w i l l f o l l o w what would e s s e n t i a l l y be close t o 

zero p o r o s i t y . And t h i s i s the type of log signature t h a t 

i s r e f e r r e d to i n the p r i o r testimony. 

Anadarko expert geologic witness i n 1984 r e f e r r e d 

t o the Roswell Geological Society Symposium of the North 

Dagger Draw f i e l d , w r i t t e n by Robert E. Murphy i n August of 

1976, and they quote, "Tight t r a p , s t r a t i g r a p h i c , p o r o s i t y 

and dolomite sealed by nonporous limestones." I t h i n k 

t h a t ' s a recognized geologic phenomenon i n t h i s area. 

Q. Do you see any limestone i n the area between --

i n the "A" to the point where your p e r f o r a t i o n s begin? 

A. Limestone or dolomite or shale i n t h i s case seem 

to be -- i t ' s a matter of semantics. I wouldn't say, 

looking at the -- I s there a PE curve on here? I don't 

believe there i s . Yeah, there i s . 

I would say t h a t t h a t i s a matter of semantics, 

and I would l i k e to r e f e r t h a t , again, t o Mr. May. 
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Q. So can you state t h a t there i s no f r a c t u r e 

p o r o s i t y from the review of t h i s log? 

A. I don't see evidence of a f r a c t u r e p o r o s i t y . But 

again, I would l i k e to r e f e r t h a t to Mr. May. 

Q. Okay. Well — And I don't have any problem w i t h 

t a l k i n g w i t h Mr. May about t h i s , but since you expressed 

the opinion about i t I r e a l l y am t r y i n g t o get a b e t t e r 

understanding of the basis of your opinion. 

A. I base a l o t of my opinion on what I f i n d i n the 

f i n d i n g s , which -- so I see t h a t , I see -- you know, and I 

read t h a t , I v e r i f y i t v/ith my own analysis and I say, yes, 

t h a t appears co r r e c t . 

Q. Do you know -- I n your opinion, where i s the o i l -

v/ater contact l i n e i n the Dagger Draw area t h a t we're 

t a l k i n g about here? 

A. I don't have an opinion on t h a t , although I'm not 

sure anyone can say t h a t . 

Q. Do you t h i n k t h a t i t would be above or below the 

pe r f o r a t i o n s i n your disposal v/ell? 

A. Again, I don't have a s p e c i f i c opinion about a 

s p e c i f i c o i l - w a t e r contact i n the North Dagger Draw f i e l d . 

The evidence t h a t v/e have seen i n the past and s t i l l see i s 

t h a t Anadarko made t h e i r decision f o r t h i s disposal w e l l , 

based on performance i n the area, and v/ith t h a t performance 

they made a decision to d r i l l t h a t w e l l v/ith the w e l l 
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c o n t r o l t h a t they had. 

Q. So i t i s possible, then, t h a t your disposal could 

be migrating i n t o producing zones? 

A. I would disagree. Let's c l a r i f y producing zones 

and commercially producing zones. 

Q. Okay, i s i t commercially --

A. I t has always been our i n t e n t i o n t h a t a zone t h a t 

has 99-percent water — v/ater productive, while t h a t may 

contain some o i l — So can you say t h a t t h a t i s above the 

oi l - w a t e r contact? I would say th a t we are not perforated 

above any zone here t h a t would have commercially producible 

reserves. So there i s -- I believe t h a t ' s r e f e r r e d t o as 

an economic oil-v/ater contact. 

Q. I f you don't know v/here the oil-v/ater contact i s 

and you can't point to anything on the logs of your w e l l t o 

show t h a t there i s no penetration, I guess I do not 

understand how you come to th a t conclusion. 

A. State t h a t again, I'm sorry. 

Q. How do you come t o t h a t conclusion i f you cannot 

t e l l us where the oil - w a t e r contact l i n e is? And i f you 

cannot demonstrate to us on the logs of your own w e l l t h a t 

there i s no penetration from your i n j e c t i o n s i n t o these 

upper zone, how can you state t h a t you're not i n j e c t i n g 

i n t o a commercially productive zone? 

A. Again, t h i s i s a matter of record, over the l a s t 
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ten years, eleven years, t h a t the "C" and "D" zones i n t h i s 

area are not commercially productive — commerc ia l ly 

p r o d u c t i v e — of o i l and gas. 

So the issue of the exact l o c a t i o n of an o i l -

water contact — I don't — Again, I don't know t h a t anyone 

can s t a t e t h a t a d i s t i n c t subsea depth i s an absolute o i l -

water contact i n the North Dagger Draw f i e l d , but t h a t the 

"C" and "D" zones have never been shown t o be commercially 

pr o d u c t i v e of o i l and gas i n t h i s p o r t i o n of the North 

Dagger Draw f i e l d . 

Q. Looking a t t h a t — at the same e x h i b i t t h a t you 

have before you, the Aparejo State Com Number 3 — i t ' s i n 

the l e f t - h a n d column — based upon your experience i n t h i s 

area, what zone i s i n d i c a t e d t o be productive i n t h i s well? 

A. The e x h i b i t p o rtrays the zone t o be down t o minus 

4350. 

Q. I s t h a t the upper zone or the lower zone or — 

"A", "B", "C", "D" — ? 

A. I d i d not c o r r e l a t e t h i s map. I w i l l not — I 

don't have an opinion. However, I t h i n k we heard testimony 

t h a t d i d not s t a t e c o n c l u s i v e l y t h a t p e r f o r a t i o n s a t minus 

4350 were productive of o i l . There i s no d i s c r e t e t e s t of 

t h a t p a r t i c u l a r zone. 

MR. TURNER: I have no f u r t h e r questions. 

EXAMINER STOGNER: Thank you, Mr. Turner. 
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Mr. C a r r o l l ? 

MR. ERNEST CARROLL: I have no q u e s t i o n s , Mr. 

Examiner. 

EXAMINER STOGNER: Any o t h e r r e d i r e c t , Mr. Bruce? 

MR. BRUCE: Ju s t one q u i c k one, Mr. Examiner. 

REDIRECT EXAMINATION 

BY MR. BRUCE: 

Q. The Aparejo w e l l t h a t was j u s t mentioned, do you 

have any idea how f a r away t h a t i s from t h e Dagger Draw SWD 

Number 1 w e l l ? 

A. That -- Should be a map on here. That would be 

spot A. I t looks t o be appro x i m a t e l y one and a h a l f m i l e s 

n o r t h o f our w e l l . 

MR. BRUCE: Thanks. Nothing f u r t h e r , Mr. 

Examiner. 

EXAMINER STOGNER: Thank you, Mr. Bruce. 

No f u r t h e r q u e s t i o n s of t h i s witness? You may be 

excused. 

Do you have a n y t h i n g e l s e t o p r e s e n t , Mr. Bruce? 

MR. BRUCE: I have n o t h i n g f u r t h e r , Mr. Examiner. 

EXAMINER STOGNER: Mr. C a r r o l l ? 

MR. ERNEST CARROLL: I c a l l Brent May t o t h e 

stand . 

May I proceed, Mr. Examiner? 

EXAMINER STOGNER: Oh, yes, please, Mr. C a r r o l l . 

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



1 

2 

3 

4 

5 

6 

7 

3 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

128 

BRENT MAY, 

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

his 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. ERNEST CARROLL: 

Q. Would you please state your name, place of 

residence and occupation? 

A. My name i s Brent May. I l i v e i n A r t e s i a , New 

Mexico. I'm a geologist w i t h Yates Petroleum. 

Q. Mr. May, are you f a m i l i a r w i t h the matters 

contained i n t h i s A p p l i c a t i o n t h a t has been f i l e d by 

Nearburg t h a t the Examiner i s presently hearing? 

A. Yes, I am. 

Q. Are you — With Yates Petroleum, your d u t i e s , do 

they include the area of r e s p o n s i b i l i t y of t h i s area of 

concern t h a t t h i s A p p l i c a t i o n i s dealing with? 

A. Yes, I do. 

Q. Mr. May, have you had your c r e d e n t i a l s as a 

petroleum geologist accepted? 

A. Yes, I have. 

MR. ERNEST CARROLL: Mr. Examiner, I would tender 

Mr. May as an expert i n the f i e l d of petroleum geology. 

EXAMINER STOGNER: Are there any objections? 

Mr. May i s so q u a l i f i e d . 

Q. (By Mr. Ernest C a r r o l l ) Mr. May, you've prepared 

STEVEN T. BRENNER, CCR 
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c e r t a i n e x h i b i t s , have you not, f o r presentation? 

A. Yes, I have. 

Q. F i r s t of a l l , would you t u r n t o E x h i b i t 1? And 

i f you would i d e n t i f y t h a t f o r the record and then e x p l a i n 

i t s s i g n i f i c a n c e f o r the case. 

A. This i s b a s i c a l l y an ownership map of the area i n 

di s p u t e i n North Dagger Draw of 19 South, 2 5 East. I t 

shows nine sections, and each s e c t i o n i s d i v i d e d up i n t o 

f o u r 160 p r o r a t i o n u n i t s . 

You n o t i c e some c o l o r i n g of the corners. I might 

j u s t b r i e f l y add what t h a t i s . Yates Petroleum i s 

s i g n i f i e d i n the upper right-hand corner. I f the corner i s 

colored, they are designated the operator. And also the 

number i n the corner i s the percentage t h a t they own. 

I b elieve Nearburg's designation i s i n the lower 

l e f t - h a n d corner, and again, i f t h a t corner i s colored t h a t 

s i g n i f i e s operatorship of Nearburg. 

Q. Mr. May, w i t h respect t o the northeast q u a r t e r of 

Section 21, the p r o r a t i o n u n i t i n which the Osage s a l t w a t e r 

d i s p o s a l w e l l operated by Yates f a l l s , we see i n the upper 

r i g h t - h a n d quarter, which i s green, a number 48. Does t h a t 

s i g n i f y t h a t Yates Petroleum i s , one, operator, because of 

the c o l o r , and, two, t h a t i t has 48 percent of the 

ownership of the working i n t e r e s t ? 

A. That i s c o r r e c t . 
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Q. And i n the lower left-hand, 46, t h a t shows or 

s i g n i f i e s t h a t Nearburg has 46 percent? 

A. That i s correct, and then the number i n the upper 

right-hand [ s i c ] corner, the 6 s i g n i f i e s Conoco's i n t e r e s t 

i n t h a t 160. 

Also I might point out t h a t also the black w e l l 

spots are, again, operated by Yates, the purple operated by 

Nearburg, blue operated by Conoco, and yellow means a l l 

others, a l l other operators. 

Q. Anything else t h a t you would l i k e t o p o i n t out 

w i t h respect t o Ex h i b i t Number 1? 

A. I believe that's a l l . 

Q. Would you t u r n to your E x h i b i t Number 2 and again 

i d e n t i f y t h i s f o r the record, and then i f you would discuss 

i t s s i g n i f i c a n c e t o Yates' case? 

A. I'd l i k e to discuss E x h i b i t 2 and 3 together. 

Q. A l l r i g h t . I f you would i d e n t i f y both f o r the 

record, though, so th a t i t ' s clear as to what each e x h i b i t 

i s . 

A. Both Exhibits 2 and 3 show -- explain why Yates 

and Anadarko have operated these SWDs w i t h i n Dagger Draw, 

t o t r y and give a h i s t o r y of why these SWDs were put i n t o 

Dagger Draw. 

Looking s p e c i f i c a l l y at E x h i b i t 2, i t shows the 

producing wells w i t h i n North and South Dagger Draws, as of 
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February of 1989. I picked February of 1989 because t h a t ' s 

v/hen Yates Petroleum converted the Osage i n t o an SWD. 

The two heavy black l i n e s show the extent of the 

Canyon dolomite. They're the zero dolomite l i n e s . 

The green c i r c l e denotes l o c a t i o n of the Osage 

SWD, and the purple c i r c l e shows the l o c a t i o n of Anadarko's 

Dagger Draw SWD lo c a t i o n . 

A l l the red dots w i t h i n those black l i n e s w i t h i n 

the dolomite zero l i n e are Dagger Draw-Upper Penn 

producers. There are some gas-well spots i n there too, and 

most of them are Morrow wells. 

Any wells outside of the two black l i n e s do not 

produce from the North Dagger Draw-Upper Penn Pool. 

E x h i b i t 3 i s j u s t the same as E x h i b i t 2, except 

i t shows the present-day s i t u a t i o n , and you can see the 

vast d i f f e r e n c e i n the amount of wells i n North and South 

Dagger Drav/s. 

As I stated before, the main purpose of these 

e x h i b i t s i s t o explain why Yates and Anadarko have disposed 

water i n t o the Canyon dolomite, v/hen production i s now i n 

the area of those SWDs. 

Again, i n February of 1989, looking at E x h i b i t 2, 

there's very few Canyon producers i n the l o c a l i z e d area 

around the tv/o SWDs. The dramatic development of the 

Canyon dolomite began approximately i n 1989 i n North and 
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South Dagger Draws, but i t s t a r t e d mostly i n South Dagger 

and the southern p o r t i o n of North Dagger Draw. And then 

t h a t development proceeded i n t o North Dagger Draw and i s 

c u r r e n t l y extending t o the northeast. 

The Yates Osage SWD was converted at a time when 

very l i t t l e was known about Dagger Drav/, you look at the 

amount of wells i n 1989, and there's very few. We had a 

small amount of knowledge about Dagger Drav/. I n f a c t , the 

Osage, before Yates took i t over, Anadarko operated i t and 

produced o i l and v/ater out of the Canyon dolomite. They 

produced approximately 15,000 ba r r e l s of o i l and a l i t t l e 

over h a l f a m i l l i o n b a r rels of v/ater. 

Q. Mr. May, l e t me ask you one question. Anadarko 

v/as not the f i r s t operator of t h a t w e l l , was i t ? 

A. No and I can discuss t h a t — I've got a cross-

section showing the Osage, and I can go f u r t h e r i n t o t h a t 

i n the cross-section. But no, I believe Coquina o r i g i n a l l y 

d r i l l e d t h a t v/ell. 

Q. To your knowledge, did Coquina t r y t o t e s t the 

Canyon? 

A. They ran a DST but never ran pipe. They plugged 

the v / e l l . 

Q. A l l r i g h t . So at the present time, then, Yates 

i s the t h i r d operator of t h i s p a r t i c u l a r well? 

A. Yes, that's v/hat I understand, yes. 
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Q. I j u s t wanted to make th a t clear. I'm sorry, i f 

you would continue on v/ith your discussion. 

A. Okay. I j u s t wanted to state t h a t i n February of 

1989, both the Yates Osage SWD and the Anadarko Dagger Draw 

SWD were s t r u c t u r a l l y downdip of the e x i s t i n g production 

shov/n on E x h i b i t 2. This f a c t , along w i t h the high water 

cut from Anadarko's production out of the Osage, led t o the 

assumption t h a t the area v/as s t r u c t u r a l l y too low t o 

produce and thus v/ould be a good area t o dispose produced 

water. 

Approximately i n the f a l l of 1993 when production 

got v/ithin a mile of the Yates Osage, Yates c u r t a i l e d t h e i r 

disposal i n t o the Yates Osage SWD. 

Q. I s i t Yates' p o s i t i o n at t h i s time t o abandon 

t h i s as a saltwater disposal w e l l , Mr. May? 

A. No, i t i s not. 

Q. What i s Yates' o f f i c i a l p o s i t i o n , i f you know? 

A. We stand t h a t we have a good SWD permit issued 

from the OCD, and we want to keep i t . 

Q. We may be g e t t i n g ahead of i t , but j u s t so t h a t 

we know and the Examiner knows v/here you're going, i s i t 

Yates' o f f i c i a l p o s i t i o n t h a t the Canyon i n t h i s area -- Is 

i t the p o s i t i o n of Yates t h a t the Canyon i n t h i s area i s 

not being harmed by disposal of v/ater? 

A. We have seen no data to support t h a t . 

STEVEN T. BRENNER, CCR 
( 5 0 5 1 9 8 9 - 9 3 1 7 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

134 

Q. To support the f a c t t h a t harm i s occurring? 

A. Yes, we have seen no data t o support t h a t . 

Q. A l l r i g h t . I f you would continue on. Again I 

apologize. 

A. I t h i n k that's i t f o r Exhibits 2 and 3. 

Q. A l l r i g h t . The next, E x h i b i t 4, i f you would 

i d e n t i f y i t f o r the record and then explain i t s 

s i g n i f i c a n c e . 

A. This i s a s t r u c t u r a l cross-section, A-A', i n the 

North Dagger Drav; area. I t covers the — most of the 

Canyon or what the State o f f i c i a l l y c a l l s the Upper Penn 

section. Note t h a t there's a l o c a t i o n map i n the lower 

right-hand corner showing the trace on t h i s cross-section. 

Again, as I said, i t i s a s t r u c t u r a l cross-

section. The datum i s a minus 4000 subsea. The top of the 

Canyon limestone i s marked, along w i t h the top of the 

Canyon dolomite and the base of the Canyon dolomite. And 

the top and bottom of the Canyon dolomite, which i s the 

r e s e r v o i r out here, i s shaded i n purple t o h i g h l i g h t Canyon 

dolomite. 

Q. This i s b a s i c a l l y an east-west cross-section; 

i s n ' t t h a t correct? 

A. B a s i c a l l y , yes. 

Q. And you w i l l have another cross-section which 

t r a v e l s the north-south? 
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A. I ' l l have a different cross-section. 

Q. D i f f e r e n t cross-section, a l l r i g h t . 

A. Just s t a r t i n g from the lef t - h a n d side, s t a r t i n g 

w i t h the Conoco Jenny Com Number 1 i n Section 17 of 19 

South, 25 East, t h i s i s a Canyon producer, out of the 

Canyon dolomite. Again, Conoco i s the operator. 

And below each w e l l I have put down the w a t e r - o i l 

r a t i o s , and those are based on cumulative production. 

The w a t e r - o i l r a t i o f o r t h i s Jenny Number 1 i s 

37.3, and t h a t i s i n -- t h a t i s about two miles — w e l l , a 

l i t t l e over two miles away from the SWDs. 

The next v/ell i n the cross-section, the Yates 

Petroleum Ross "EG" Federal Number 6 i n Section 20 of 19 

South, 25 East, again i s a Canyon producer, and the water-

o i l r a t i o i s 5.0 on i t , so i t ' s b e t t e r . 

The next w e l l i s the Yates Petroleum Corp. Ross 

"EG" Federal Com Number 10, again i n Section 20 of 19 

South, 25 East, again a Canyon producer, w a t e r - o i l r a t i o of 

20.5. 

I might j u s t add th a t I am working from the 

northwest over towards the SWDs. 

The next w e l l i s the Yates Petroleum Hooper "AMP" 

Number 2 i n Section 21 of 19 South, 25 East. This i s on 

the west side of Section 21. I t ' s again a Canyon producer 

and has a w a t e r - o i l r a t i o of 3.4. 
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Then we come t o the Yates Petroleum Osage SWD 

Number 1, Section 21. This w e l l was o r i g i n a l l y d r i l l e d by 

Coquina and plugged i n 1973. Anadarko re-entered i n 1982 

and p e r f o r a t e d the Canyon Dolomite and d i d produce i t and 

made — again, as I stat e d before, i t made around 15,000 

b a r r e l s of o i l and over a h a l f a m i l l i o n b a r r e l s of water. 

I n February of 1989 Yates converted i t t o an SWD 

and opened up some more p e r f o r a t i o n s , which are shown. 

Wa t e r - o i l r a t i o i s c a l c u l a t e d from Anadarko's p r o d u c t i o n a t 

36.4. 

The next w e l l i s Anadarko's Dagger Draw SWD 

Number 1, and t h i s w e l l was never completed i n the Canyon 

dolomite. I t ' s always been an SWD. 

The next w e l l i s the Nearburg Ross Ranch 22 

Number 2 i n Section 22 of 19 South, 25 East, again showing 

i t s p e r f o r a t i o n s . I t ' s the Canyon producer, and i t ' s the 

one t h a t Nearburg has t a l k e d about e a r l i e r i n t h i s hearing. 

I t s w a t e r - o i l r a t i o i s around a 68.5. 

And the l a s t w e l l i n the cross - s e c t i o n i s the 

Nearburg B&B Number 1 i n Section 2 2 of 19 South, 2 5 East, 

and a Canyon dolomite completion was attempted i n t h i s 

w e l l . I t h i n k there was only about a month of prod u c t i o n , 

i f t h a t ' s c o r r e c t , but the w a t e r - o i l r a t i o i n i t was 116.9. 

I b e l i e v e i t ' s not c u r r e n t l y producing, i f t h a t ' s c o r r e c t . 

With t h a t — and I want t o s t i c k w i t h t h i s 
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E x h i b i t Number 4, but I'd l i k e t o go ahead and introduce 

E x h i b i t Number 5 and discuss the two together. 

Q. What i s Exh i b i t 5? 

A. E x h i b i t 5 i s a s t r u c t u r e map on the top of the 

Canyon dolomite i n t h i s area. The trace of the cross-

section i s shown, the s t r u c t u r a l cross-section, A-A1 . 

Contour i n t e r v a l i s 50 foot w i t h 100-foot i n t e r v a l s being 

denoted by the colors. The Osage and the Anadarko SWD are 

designated on the map. You can see there's a general 

northeast-plunging, northeast-northwest a n t i c l i n e through 

the area. 

What I want to show w i t h these two e x h i b i t s i s 

t h a t s t r u c t u r e does not t e l l you what your w a t e r - o i l r a t i o 

i s going t o be out i n Dagger Draw. You j u s t can't draw any 

conclusions on your oil- w a t e r r a t i o s from the s t r u c t u r e . 

You look at the -- from the cross-section, the varying o i l -

water r a t i o s through here, and v/hen you look at the trace 

of the cross-section on the s t r u c t u r e map, the Conoco Jenny 

Com Number 1 i s a f a i r l y high w e l l , s t r u c t u r a l l y high w e l l , 

w i t h a f a i r l y high w a t e r - o i l r a t i o . 

You go dov/ndip to the Ross Number 6, and i t has a 

much b e t t e r w a t e r - o i l r a t i o . You go back upstructure t o 

the Number 10, the Ross Number 10, and i t has a poor water-

o i l r a t i o . Then going over to the Hooper, you're going 

back dov/nstructure, and i t has a be t t e r w a t e r - o i l r a t i o . 
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You head over to the Osage, it has a poor one, and it's 

almost on the crest of t h i s nose, s t r u c t u r a l nose. And 

then you go on over to the Ross Ranch 22 Number 2 and the 

B&B Number 1, and they have very poor v/ater-oil r a t i o s . 

So what I want to show i s t h a t s t r u c t u r e does not 

t e l l you a t h i n g about w a t e r - o i l r a t i o s out i n Dagger Draw. 

You can d r i l l a good w e l l w i t h a good v/ater-oil r a t i o and 

o f f s e t i t and make a high v/ater-oil r a t i o , and s t r u c t u r e i s 

not dependent on i t . 

Q. Mr. May, v/ith respect to t h a t , there has been 

some reference, at least i n the A p p l i c a t i o n f i l e d by 

Nearburg, t h a t you should be able t o take the average of 

these wells d r i l l e d out here and p r e d i c t from t h a t average 

what kind of w e l l the Ross Ranch should have been. Do you 

hold w i t h t h a t kind of an analysis? 

A. No, I do not. Based on s t r u c t u r e , you cannot 

p r e d i c t a v/ater-oil cut on any we l l i n Dagger Draw. 

Q. A l l r i g h t . And --

A. Also, I'd j u s t l i k e t o comment on a statement 

t h a t Mr. Elger made, th a t he f e l t l i k e the only reason the 

Ross Ranch 22 Number 2 had a high v/ater-oil cut was because 

of i n t e r f e r e n c e from the SWDs. That may be a p o s s i b i l i t y , 

but there are other p o s s i b i l i t i e s . The other p o s s i b i l i t i e s 

are t h a t the formation at th a t l o c a t i o n j u s t has a high 

w a t e r - o i l cut. 

STEVEN T. BRENNER, CCR 
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Another t h i n g , t h a t engineering can get i n t o , but 

there's been times where Yates has perforated i n the Canyon 

dolomite and things didn ' t go q u i t e r i g h t , and we channeled 

down too low and got i n t o the, quote, what I c a l l the b i g 

water. 

And so there's more than one explanation f o r why 

the Ross Ranch 22 Number 2 has a high w a t e r - o i l cut. 

Q. Mr. May, i n looking at your cross-section on 

E x h i b i t Number 4, there appears to be, because of the way 

you've drawn the Canyon dolomite, there's a p o s s i b i l i t y of 

some f i n g e r i n g . I s t h a t true i n t h i s area? 

A. That does occur i n places, yes, i t does, and the 

Ross Ranch Federal Com Number 10 shows t h a t . 

Q. Okay. How could t h a t a f f e c t and what — This 

f i n g e r i n g of the productive zones i n t h i s dolomite, what 

r o l e would t h a t play? How could i t a f f e c t whether or not 

you've got a productive "well or not? 

A. The f i n g e r i n g can act as a s t r a t i g r a p h i c t r a p 

sometimes. Sometimes, 

Q. A l l r i g h t . Could t h a t be part of the reason t h a t 

sometimes you get some very good wells, say, f o r even the 

Cutter well? 

A. That would be a p a r t i a l reason f o r why you had a 

good w e l l versus a bad w e l l . That would be one of the many 

reasons why. 
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Q. All right. Anything else that you would like to 

explain or bring to the a t t e n t i o n of the Examiner w i t h your 

E x h i b i t s 4 and 5? 

A. I would j u s t l i k e to po i n t out t h a t I took the 

trace of t h i s cross-section through 22, 21, 20 and up 

through 17. Yates 1 experience i n 20 -- and we operate, I 

believe, a l l of 20, and t h a t has been an area where t h i s 

type of t h i n g has d e f i n i t e l y happened. You can d r i l l a 

good w e l l , o f f s e t i t i n 40 acres, come s t r u c t u r a l l y high, 

and i t ' s a much higher water cut than the good w e l l f u r t h e r 

downdip. 

So there's -- I'm not saying t h a t a l l of Dagger 

Draw i s l i k e t h a t , but there i s spots l i k e t h a t , you know. 

I t looks l i k e Section 20 i s one and possibly Section 21, 

22, parts of those could be too, because you go down i n 

Section 29 and 28 and most of those wells are very good 

w e l l s . But you do run i n t o areas of these pockets where 

you j u s t can't p r e d i c t what your w a t e r - o i l r a t i o w i l l be. 

Section 17 i s another area l i k e t h a t too. 

Q. Are you ready, then, to move t o your E x h i b i t 

Number 6? 

A. I t h i n k I'd l i k e t o say one more t h i n g about 

E x h i b i t 5 --

Q. A l l r i g h t . 

A. -- and that's i n reference t o why Nearburg 

STEVEN T. BRENNER, CCR 
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d r i l l e d t h e i r Ross Ranch 22 Number 2 i n the l o c a t i o n they 

d i d . 

I f an operator i s worried about possible e f f e c t s 

from an SWD, why do you o f f s e t an SWD? And — Especially 

when I understand t h a t they operate a l l of Section 22. 

Yes, you want t o place your v/ell i n the best geologic 

p o s i t i o n , which v/ould put t h a t over on the west side of 

Section 22, but there v/ere other locations they could have 

d r i l l e d t h a t g e o l o g i c a l l y v/ould have worked out and been 

f u r t h e r away from the SWD, i f they're worried about SWD 

problems. 

But they didn't do t h a t . They snuggled up 

against Anadarko's SWD, and I don't understand why they d i d 

t h a t unless they're wanting to take t h i s t o a lawsuit and 

win damages against Anadarko and Yates, against possible 

l o c a t i o n s i n the area. 

Q. Mr. May, there v/as an opinion o f f e r e d t h a t the 

Osage, the Yates Osage i n the southwest of the northeast — 

i t v/as o f f e r e d by Nearburg t h a t t h i s w e l l could very v/ell 

have been a commercial w e l l . Do you hold v/ith t h a t 

p o s s i b i l i t y ? 

A. With Anadarko producing i t the way they d i d and 

making h a l f a m i l l i o n barrels of v/ater at i t -- Let me put 

i t t h i s v/ay: There's a p o s s i b i l i t y , but t a k i n g t h a t data I 

would say the p o s s i b i l i t y i s small. 
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Q. Anything else? 

A. That would be i t f o r these two. 

Q. A l l r i g h t , t u r n t o the next e x h i b i t , E x h i b i t 6. 

A. Yes, E x h i b i t 6. 

Q. Would you again i d e n t i f y t h i s e x h i b i t f o r the 

record? 

A. This 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 , B-B1, 

going from North t o South Dagger Draw i n t o I n d i a n Basin and 

i n t o the Indian Basin Associated Pool, which I l o o s e l y c a l l 

East I n d i a n Basin. And i f I could go ahead and introduce 

E x h i b i t 7, because t h a t shows the t r a c e of t h i s cross-

s e c t i o n . 

Q. A l l r i g h t . What i s — I s t h a t the only t h i n g 

E x h i b i t 7 i s , i s a t r a c e of the cross-section? 

A. No, there's a l i t t l e more t o i t than t h a t . 

Q. A l l r i g h t . 

A. I t ' s a l i t t l e s i m i l a r t o E x h i b i t s 2 and 3. Like 

I s a i d , i t does have the t r a c e of the c r o s s - s e c t i o n on i t . 

I t shows, again, l i k e E x h i b i t s 2 and 3, the zero dolomite 

l i n e , which are the black l i n e s . And l i k e I s a i d , i t does 

extend from North Dagger Draw a l l the way i n t o I n d i a n 

Basin, i n t o what I c a l l the East I n d i a n Basin area. 

Shown are a l l the w e l l s up i n the n o r t h , Dagger 

Draw, a l l the o i l w e l l s , also showing a l l the Canyon 

dolomite gas producers i n Indian Basin, and over i n t o the 

STEVEN T. BRENNER, CCR 
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Indian Basin Associated Pool, over t o the east of Indian 

Basin, showing the o i l and gas wells producing out of the 

Canyon dolomite. 

With t h a t , t h i n k I ' l l go back t o the cross-

section, E x h i b i t 6. As I stated before, t h i s i s a 

s t r a t i g r a p h i c cross-section, and i t ' s hung on the top of 

the Canyon, be i t whether dolomite or lime. The top of the 

lime i s shown, along w i t h the top of the Canyon dolomite 

and the base of the dolomite. Again, the top and bottom of 

the Canyon dolomites are h i g h l i g h t e d i n purple. 

Perforations are shown i n a l l these w e l l s . A l l 

these wells do produce out of the Canyon dolomite. 

Again, s t a r t i n g from the l e f t and going a l l the 

way t o the r i g h t , i t s t a r t s w i t h the Yates Osage SWD Number 

1 i n Section 21, 19 South, 25 East. That i s the disposal 

v/ell i n North Dagger Draw. That's the important w e l l on 

the l e f t . 

And I won' t go through every w e l l , I'm j u s t 

t r y i n g t o show t h a t the Canyon dolomite i s continuous a l l 

the v/ay from North Dagger Drav/ and South Dagger Draw i n t o 

Indian Basin and i n t o the Indian Basin Associated Pool. 

The cross-section shows t h a t , along v/ith E x h i b i t Number 7. 

Over on the right-hand side of E x h i b i t 6, the 

cross-section, i s the Nearburg HH Federal Number 1 i n 

Section 1 of 22 South, 24 East. That i s a disposal v/ell 
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i n t o the Canyon dolomite. I t i s i n the same Canyon 

dolomite t h a t produces i n a l l of those pools, and they are 

disposing water i n t o the Canyon dolomite. 

The next v/ell j u s t to the l e f t of t h a t i s the 

Nearburg Big Walt 2 State Number 2, i n Section 2 of 24 

South, 24 East. That w e l l produces from the Canyon 

dolomite. 

So i n other words, Nearburg i s doing the same 

t h i n g i n the Indian Basin Associated Pool t h a t Yates and 

Anadarko are doing up i n North Dagger Draw. Nearburg i s 

before the Commission today asking to rescind the SWD 

permits of Yates and Anadarko, v/hen they're doing the same 

t h i n g i n Indian Basin. 

Q. Anything else t h a t you'd l i k e t o t e l l the 

Examiner on the basis of Exh i b i t 6 and 7? 

A. I t h i n k t h a t should do i t . 

Q. Your next e x h i b i t i s Ex h i b i t 8. 

A. Oh, yes, Exhibit 8 i s j u s t showing the sundry 

n o t i c e of Nearburg's SWD i n the Indian Basin Associated 

Pool, i n Section 1 of 22 South, 24 East. 

Q. Mr. May, there's been some testimony rendered by 

Nearburg's experts t h a t -- and i t deals v/ith the o i l - w a t e r 

contact p o i n t , and apparently there's some r e a l 

s i g n i f i c a n c e given t o the l o c a t i o n of t h i s . Do you — 

Having heard t h i s testimony, do you agree or disagree w i t h 
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the way i t ' s been portrayed i n the testimony before the 

Examiner? 

A. I n Dagger Draw i n the Canyon dolomite, t h e r e i s 

not a t r u e , d i s t i n c t o i l - w a t e r contact. I t ' s not anything 

you can put your f i n g e r on. I t can be g r a d a t i o n a l i n most 

of the areas. 

Also, i t changes s t r u c t u r a l l y i n d i f f e r e n t areas 

of the f i e l d . So sometimes i t — you can put your — 

because a l l these w e l l s i n the Dagger Draw produced o i l and 

water, a l l producers make a l o t of water. You f i n a l l y get 

t o the p o i n t where you get out of the o i l and i n t o the 

water. 

But i t ' s a — sometimes a gray zone, you can't 

put your f i n g e r on i t . You can sometimes f e e l l i k e t h a t 

you have a range of where you t h i n k i t ' s a t , and sometimes 

your bottom p e r f , you're a f r a i d t o go below t h a t . But you 

don't know, sometimes, how low you r e a l l y can go. 

And I ' d j u s t l i k e t o say there i s not a t r u e o i l -

water contact i n Dagger Draw, not i n the t r u e sense of the 

word, where you can pick out a footage on a l o g and say 

t h a t ' s the o i l - w a t e r contact. That does not work i n Dagger 

Draw. 

Q. Mr. May, do you have an opinio n as t o whether or 

not Nearburg has demonstrated g e o l o g i c a l l y t h a t the Ross 

Ranch 22 should have been a commercial producer based on 
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the evidence presented? 

A. No, I don't believe Nearburg has shown any data 

t o support t h a t the area around the SWD should have been 

commercial production. 

Yes, they could have been productive. And yes, 

maybe the SWDs may be a f f e c t i n g . But also they could be 

j u s t at the high w a t e r - o i l r a t i o s , t h a t ' s v/hat the 

formation i s going to give up. There could also be 

completion problems. There's more than one answer t o t h i s 

problem. 

Q. Do you have an opinion as to v/hether or not 

Nearburg, on the basis of the evidence presented today, has 

shown from a geologic standpoint any actual damage from the 

i n j e c t i o n of saltv/ater from the Yates Osage well? 

A. No, I don't t h i n k they have. 

Q. Do you have an opinion v/ith respect t o whether or 

not the granting of t h i s A p p l i c a t i o n by Nearburg -- how 

t h a t would a f f e c t Yates' c o r r e l a t i v e r i g h t s and -- F i r s t of 

a l l , w i t h respect to c o r r e l a t i v e r i g h t s ? 

A. I f i t was granted, I believe i t would i n f r i n g e 

upon Yates' c o r r e l a t i v e r i g h t s . 

Q. A l l r i g h t . Do you f e e l t h a t the g r a n t i n g of 

Nearburg's A p p l i c a t i o n v/ould prevent waste or be i n the 

i n t e r e s t s of preventing waste? 

A. No, I don't. 
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Q. Mr. May, v/ith respect t o your testimony, are 

there any issues t h a t I have f a i l e d t o ask you, or i s there 

— t h a t you wish t o t e s t i f y about? 

A. I t h i n k that's a l l . 

MR. ERNEST CARROLL: Mr. Examiner, I would move 

at t h i s time admission of Yates Ex h i b i t s 1 through 8. 

EXAMINER STOGNER: Exhibits 1 through 8 w i l l be 

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

MR. ERNEST CARROLL: And I would pass the 

witness. 

EXAMINER STOGNER: Mr. Turner? 

CRO S S-E XAMINATION 

BY MR. TURNER: 

Q. Mr. May, you stated t h a t Yates operated the Yates 

disposal w e l l from approximately 1989 t o 1993 ra t h e r 

continuously? 

A. That's what I understand, yes. 

Q. And t h a t i n -- sometime i n 1993 Yates c u r t a i l e d 

i t s i n j e c t i o n i n t o i t s disposal w e l l ; i s t h a t correct? 

A. That's correct. 

Q. And why did th a t curtailment take place? 

A. As I stated before, the production was marching 

i n North Dagger Drav/ to the northeast. I t got w i t h i n about 

a mile of the Osage. And yes, Yates d i d have some concerns 

t h a t there could be possible problems w i t h the SWD. We di d 
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not know. So, being conservative, we decided t o c u r t a i l 

the i n j e c t i o n . 

Q. Okay. Would you — Those concerns were based 

upon what considerations? 

A. The only t h i n g they were based on i s t h a t 

p roduction was moving towards an SWD, and t h a t ' s the only 

data we had. We had not data proving t h a t there's problems 

from the SWD, but we were being conservative. 

Q. I f you were c e r t a i n t h a t no damage was being done 

by i n j e c t i o n i n t o your disposal w e l l , since t h a t ' s the one 

t h a t you c o n t r o l , you would have made no change i n your 

di s p o s a l p r a c t i c e s i n t o t h a t well? 

A. I f we knew absolutely t h a t there was no problem, 

yes. I might add, though, t h a t we have been slo w l y 

d r i l l i n g w e l l s closer t o the SWD, and the c l o s e s t w e l l s , 

many of them r i g h t now are very good, and we w i l l continue 

t o d r i l l even closer t o the SWD. 

I am i n no way implying t h a t Yates says t h a t 

t h e r e i s a problem w i t h the SWD. Being a prudent operator, 

we recognize the p o s s i b i l i t y , but we also recognize the 

other p o s s i b i l i t i e s t h a t could be a f f e c t i n g the Ross Ranch 

2 2 Number 2. 

Q. But you do at l e a s t recognize t h a t t h e r e i s — 

the p o t e n t i a l e x i s t s t h a t damage t o t h i s p r o d u c t i v e 

formation could have taken place and could continue t o take 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

149 

place? 

A. Only a p o s s i b i l i t y , and there i s no data t o 

support t h a t , t h a t I've seen so f a r . 

Q. But yet Yates v/as at least concerned enough about 

i t t o more or less cease i n j e c t i n g i n t o t h i s w e l l i n 1993? 

A. We were concerned about the p o s s i b i l i t y . 

Q. You t e s t i f i e d t h a t you had some question i n your 

mind about the reasoning behind Nearburg's decision t o 

d r i l l i t s Ross 22-2 v/ell so close to the Anadarko w e l l . 

What gave r i s e to t h i s concern about why they d r i l l e d t h a t 

w e l l at t h a t location? 

A. Again, l i k e I stated e a r l i e r i n my testimony, i f 

you're an operator and you're concerned about possible 

e f f e c t s from an SWD, why do you o f f s e t an SWD when you have 

other locations to d r i l l ? 

A. I f you v/ere i n a p o s i t i o n of making the decision 

on v/here t o d r i l l wells i n t h i s area, given the existence 

of these two saltwater disposal w e l l s , would your decision 

t o some extent be motivated by proximity t o these disposal 

wells? 

A. Some of i t v/ould, yes. And we're doing t h a t 

r i g h t now because v/e are c u r r e n t l y d r i l l i n g w e l l s around 

the SWDs and we are c u r r e n t l y marching towards them w i t h 

production. We're not going to jump out w i t h a huge 

stepout and o f f s e t one unless there's a s p e c i f i c reason t o . 
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And not geologic, but maybe landwise. But we are going t o 

march 4 0 by 4 0 towards the SWDs. 

Q. I n the preceding proceedings t h a t took place 

regarding the establishment of these two saltwater disposal 

w e l l s , there was some thought and maybe some testimony t h a t 

t h i s formation was not commercially productive i n t h i s 

area. Would you, based upon what you know now, agree or 

disagree w i t h t h a t thought? 

A. As of now? 

Q. As of now. 

A. As of now, I do not know. That's why we're 

ta k i n g — tha t ' s why we're stepping out 4 0 at a time and 

d r i l l i n g wells i n t h i s area. 

But also as I stated, the closer you get t o the 

SWDs, yes, there's -- you could be concerned about possible 

problems. But you -- Like I also showed, we're concerned 

about the high w a t e r - o i l cuts, and so ive'11 be t a k i n g t h i s 

conservative step one at a time. 

As I showed through Section 2 0 and 21, there's a 

p o s s i b i l i t y of making a good w e l l and o f f s e t t i n g a poor 

w e l l . But we f e e l l i k e t h a t there could be s t i l l 

p roductive reserves around i n the area, t h a t -- because the 

SWDs may have not affected the o f f s e t s . 

Q. I n t h a t regard, would your concern as an operator 

i n t h i s area be l i m i t e d to j u s t the proxi m i t y of we l l s t h a t 
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you might want t o d r i l l t o the s a l t w a t e r d i s p o s a l wells? 

A. Not j u s t on t h a t one f a c t , no. As I s t a t e d , 

there's a problem w i t h the sporadic w a t e r - o i l r a t i o s i n the 

other area, so you have t o be concerned about t h a t . You 

always have t o be concerned about l o s i n g p a r t of your pay. 

That can always happen i n Dagger Draw, because the Canyon 

dolomite i s formed through a diagenetic process, and i t ' s 

very hard t o p r e d i c t t h a t . So there's many f a c t o r s 

i n v o l v e d i n i t . 

Q. At t h i s time, does Yates have plans t o d r i l l 

a d d i t i o n a l w e l l s i n t h i s area? 

A. Sure. 

Q. Where are those w e l l s — Where would those 

l o c a t i o n s be at t h i s time? 

A. I bel i e v e many of my e x h i b i t s and Mr. Elger's 

have shown l o c a t i o n s . We have l o c a t i o n s a l l through 

Section 21, many l o c a t i o n s i n Section 16, l i k e I s a i d , and 

t h a t ' s because we believe t h a t there's a p o s s i b i l i t y t h e r e 

i s no problem from the SWDs and t h a t we p o s s i b l y could get 

up next t o the SWDs and make productive w e l l s . 

Q. But i n making these decisions t o go forward and 

d r i l l a d d i t i o n a l w e l l s , you do have a concern t h a t t h e r e 

could be some possible damage t o t h i s producing — 

A. A prudent operator would. 

Q. Do you have concerns about — Given the f a c t t h a t 
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Yates, as a prudent operator and t o be safe, as you put i t , 

made the decision i n 1993 t o c u r t a i l i n j e c t i o n i n t o your 

saltwater disposal w e l l , but Anadarko i s continuing t o 

dispose i n t o i t s w e l l , do you have concerns about what 

impact t h a t the water i n j e c t e d i n t o the Anadarko w e l l might 

have on f u t u r e wells t h a t you might want t o d r i l l i n 

Section 21? 

A. I t ' s the same t h i n g , t h a t there's always t h a t 

small p o s s i b i l i t y t h a t there could be a problem from i t . 

But there's also a p o s s i b i l i t y t h a t there's not, and th a t ' s 

not the only c o n t r o l l i n g f a c t o r of whether you have a good 

w e l l or not i n the area. 

Q. You t e s t i f i e d also about the Nearburg disposal 

w e l l i n the — I s i t the Indian Basin area? 

A. I believe i t ' s i n the Indian Basin Associated 

Pool, but east of the old Indian Basin f i e l d , i n Township 

22 South, 24 East, yes. 

Q. Approximately how f a r i s t h a t from the disposal 

wells t h a t we're t a l k i n g about today? 

A. That i s several miles t o the south, but i t i s i n 

the same Canyon dolomite, and i t produces a l l the way down 

there. 

Q. Are there any differences i n the production, the 

type of production t h a t e x i s t s down i n the area of the 

Nearburg saltwater disposal well? 
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A. Some of the wells are a l i t t l e more gassy, and 

some of the water cuts are a l i t t l e b i t higher, but there's 

s t i l l o i l , water and gas production — i n the Indian Basin 

Associated Pool. And they're a l l out of the Canyon 

dolomite. 

Q. Does t h a t r e s u l t -- I s there possibly a d i f f e r e n t 

d r i v e mechanism i n the Indian Basin area than there i s i n 

the area t h a t v/e' re t a l k i n g about? 

A. I couldn't ansv/er t h a t . That's a good question 

at t h i s p o i n t . 

Q. Do you know anything about the shows or lack of 

shows of hydrocarbons i n the Nearburg saltv/ater disposal 

well? 

A. I believe Nearburg -- i f I remember c o r r e c t l y --

I t seems l i k e they tested i t , but I can't t e l l you exactly 

what they got. But evidently i t was not very good, because 

they d i d n ' t t u r n i t i n t o a Canyon producer; they converted 

i t t o an SWD. 

Q. But i n any event, i t would not be your testimony 

t h a t you would be concerned about any e f f e c t s from disposal 

i n the Nearburg saltwater disposal w e l l on any production 

i n the area of the two saltwater disposal wells t h a t we're 

here about today? 

A. As f a r as the Nearburg disposal w e l l a t Indian 

Basin? 
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Q. Right. 

A. Concerned about production -- concerned about 

e f f e c t s from i t around surrounding production? Yates d i d 

not contest Nearburg's SWD permit, and we have never asked 

them t o stop disposing water i n t o i t . 

Q. And i f you had such a concern, you would probably 

be here at the Commission doing the same t h i n g t h a t 

Nearburg — 

A. I'm sure v/e they v/ould have heard something i f we 

di d . 

MR. TURNER: No f u r t h e r questions. 

EXAMINER STOGNER: Mr. Bruce, any questions? 

MR. BRUCE: Yes, j u s t one. 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. Mr. May, there's been some discussion of v e r t i c a l 

communication between the upper and lower Canyon. Do you 

have any opinion on that? 

A. I f the s p e c i f i c zone t h a t Mr. Sundland was 

t a l k i n g about -- I f I understand r i g h t , looking at the 

cross-section, understand that's the corr e c t one I was 

looking a t , t h a t does appear to be a very t i g h t dolomite, 

i t appears l i k e i t could be a b a r r i e r . 

Q. Kind of i n the middle of the Canyon and the 

Anadarko well? 
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A. Yes, s i r . 

MR. BRUCE: Thank you. 

EXAMINER STOGNER: Any other questions of t h i s 

witness? 

MR. ERNEST CARROLL: No. 

EXAMINER STOGNER: You may be excused. 

Let's take a ten-minute recess. 

MR. ERNEST CARROLL: Mr. Examiner — 

EXAMINER STOGNER: Yes? 

MR. ERNEST CARROLL: — I had planned t o c a l l a 

land witness. I don't t h i n k t h a t there's any need f o r i t 

unless you have a s p e c i f i c land question. I o f f e r Kathy 

Porter t h a t a b i l i t y , and i f you do not have a question, 

then we have f i n i s h e d our presentation before — 

EXAMINER STOGNER: Oh, I'm sorry, I thought you 

had three witnesses. 

MR. ERNEST CARROLL: Well, I d i d have three — 

This i s my -- Oh, excuse me, I haven't put my second 

witness on. But I want to t e l l you — I'm g e t t i n g i n a 

hurry. But I don't plan on p u t t i n g on a l l three witnesses. 

I want you t o know t h a t . So t h a t I r e a l l y j u s t have one 

more witness t o complete my presentation. 

EXAMINER STOGNER: Okay, l e t ' s take a short t e n -

minute recess. 

(Thereupon, a recess was taken at 3:35 p.m.) 
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(The f o l l o w i n g proceedings had at 3:45 p.m.) 

EXAMINER STOGNER: Hearing w i l l come t o order. 

Mr. Carroll? 

MR. ERNEST CARROLL: Thank you, Mr. Examiner. 

EXAMINER STOGNER: Oh, i n answer t o your question 

before we went on break, I don't see there's a necessity 

f o r a landman, unless you do. 

MR. ERNEST CARROLL: I don't, and i f you have 

nothing, then t h a t w i l l be qui t e f i n e . We w i l l dispense 

w i t h c a l l i n g a land person. 

EXAMINER STOGNER: Okay. 

ROBERT S. FANT, 

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

hi 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. ERNEST CARROLL: 

Q. Would you please state your name, residence and 

occupation f o r the record? 

A. My name i s Robert Fant. I l i v e i n A r t e s i a , New 

Mexico. I'm a petroleum re s e r v o i r engineer f o r Yates 

Petroleum Corporation. 

Q. Mr. Fant, as part of your duties have you become 

involved w i t h the Dagger Drav/ area of southeastern New 

Mexico? 

A. Absolutely. 
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Q. And are you familiar with the Application now 

pending before t h i s Examiner, f i l e d by Nearburg Exploration 

Company? 

A. Yes, s i r , I am. 

Q. And have you had your -- had an opportunity t o 

t e s t i f y before the D i v i s i o n and have your c r e d e n t i a l s 

accepted as an expert i n the f i e l d of petroleum 

engineering? 

A. Yes, s i r , I have. 

MR. ERNEST CARROLL: Mr. Examiner, I would tender 

Mr. Fant as an expert i n the f i e l d of petroleum 

engineering. 

EXAMINER STOGNER: Are there any objections? Mr. 

Fant i s so q u a l i f i e d . 

Q. (By Mr. Ernest C a r r o l l ) Mr. Fant, you have 

prepared c e r t a i n e x h i b i t s f o r presentation today, have you 

not? 

A. Yes, s i r , I have. 

Q. Why don't v/e begin w i t h your f i r s t e x h i b i t s ? I 

t h i n k you've got three or four t h a t should be looked a t i n 

unison; i s t h a t correct? 

A. Well, I've got three maps here t h a t we can look 

at i n sequence, and I th i n k v/e can j u s t take them one at a 

time and then --

Q. They're Exhibits 9, 10 and 11? 
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A. Yes, sir, they sure are. 

Q. I f you would s t a r t w i t h 9, then, and be sure and 

describe f o r the record what each e x h i b i t i s and then 

discuss i t s s i g n i f i c a n c e . 

A. Okay. Exh i b i t Number 9 i s a map p l a t of the --

centered at Section 21, Township 19 South, 25 East, and the 

eig h t surrounding sections. 

The p a r t i c u l a r data t h a t we're looking at here on 

t h i s map p l a t i s the producing wells i n the Cisco/Canyon as 

of roughly February, 1989. That's when Yates Petroleum 

commenced i n j e c t i o n i n the Osage Number 1. 

On t h i s map there are presented near -- j u s t 

above and t o the r i g h t of each v/ell a number, some i n 

black, some i n red, and t h a t number represents the water-

o i l r a t i o f o r t h a t v/ell, and i t ' s the w a t e r - o i l r a t i o i n 

the second month of production. 

I used the second month of production because I 

wanted a value t h a t was apples and apples f o r each w e l l . 

Most of the w a t e r - o i l r a t i o data t h a t ' s been presented here 

today has been r e l a t e d to cumulative w a t e r - o i l r a t i o s . I'm 

going t o present some s t a t i s t i c a l data, and because of t h a t 

s t a t i s t i c a l data I wanted t o be sure I v/as making 

e s s e n t i a l l y the same measurement on each w e l l , so I took 

the second month of production t o do t h a t . 

I r e s i s t using the f i r s t month of production as 
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my analysis p o i n t , simply because oftentimes the f i r s t 

month of production i s only a p a r t i a l month, and the f i r s t 

month of production oftentimes has o i l t h a t was produced on 

the completion, but i t doesn't include the water t h a t was 

produced during the completion. So I was concerned about 

the v a l i d i t y of the f i r s t month of production t o be 

representative of how the w e l l produced. 

So again, I used the second month of production. 

That's what t h a t w a t e r - o i l r a t i o value -- Some of those 

values are i n black, some are i n red. 

The p a r t i c u l a r breakover p o i n t , changing from 

black t o red, i s a 40 w a t e r - o i l r a t i o . The reason I chose 

t h a t number i s because t h a t i s a w a t e r - o i l r a t i o a t which 

— w e l l , when your v/ater-oil r a t i o i s below 40, you can 

a f f o r d t o l i f t the f l u i d and pay the 25-cent-per-barrel 

disposal charge. When the v/ater-oil r a t i o i s above 40, you 

cannot a f f o r d t o do t h a t , based upon l i f t i n g and disposal 

costs. That's the reason f o r the breakover. 

And t h i s p a r t i c u l a r map i s p r i m a r i l y presented t o 

show t h a t the nearest production to the Osage Number 1, 

when i t was placed on, the nearest economic production, was 

over here i n Section 17. There's four wells up there, and 

they're about -- you know, over a mile away, about a mile 

and a quarter away, you know, j u s t a long way -- q u i t e a 

distance away. I t h i n k i t ' s almost exactly one and a 
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qua r t e r miles t o those w e l l s . 

Now, there are some col o r s on t h i s map. The 

c o l o r i s i n d i c a t i v e of the operatorship. The green 

p r o r a t i o n u n i t s are operated by Yates Petroleum 

Corporation, the blue are operated by Conoco, the magenta 

or k i n d of p u r p l i s h c o l o r are operated by Nearburg, and the 

yellow are operated by other e n t i t i e s . And I t h i n k t h i s 

c o r r e l a t e s f a i r l y w e l l w i t h E x h i b i t Number 1 i n terms of 

the operatorship. 

Now, I j u s t wanted t o — on t h i s one I wanted t o 

present — This i s what was there when the Osage Number 1 

was put i n . That's b a s i c a l l y a l l I have on t h a t one. 

I f we want t o move t o E x h i b i t Number 10, t h i s i s 

the same basic map, same area, around the time frame of 

September, 1994. As you can see, there's been s i g n i f i c a n t 

development i n the western h a l f of t h i s map up t o t h i s 

p o i n t , and there's been a l i t t l e b i t more development over 

i n the eastern h a l f . 

But y o u ' l l note, I do — The reason I picked t h i s 

p a r t i c u l a r time frame i s , t h i s i s about a month before 

Nearburg spudded the Ross Ranch 22 Number 2 i n Section 22, 

and I do have a l o c a t i o n picked f o r t h a t w e l l . 

The i n t e r e s t i n g t h i n g t o note on t h i s one i s t h a t 

the three — i f you go t o the — I f you're c e n t e r i n g your 

look on the Ross Ranch 22 Number 2, i f you go t o the west, 
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you come across the Osage Number 1, which in its second 
month of production had a 49- t o - l v/ater-oil r a t i o . I f you 

go t o the east of the Ross Ranch 22 Number 2, you run i n t o 

the B&B Number 1, which had a 117 w a t e r - o i l r a t i o . I f you 

go south, you go t o the South Boyd 2 7 Number 1, which had a 

w a t e r - o i l r a t i o of 99. And th a t i s i n parentheses because 

the only data I had available to me was the i n i t i a l 

p o t e n t i a l of t h a t w e l l , and so I wanted to specify t h a t 

t h a t ' s not — tha t ' s kind of a separate p o i n t , and i t ' s 

based on the i n i t i a l p o t e n t i a l . 

But the three o f f s e t s to t h a t w e l l are extremely 

high v/a t e r - o i l r a t i o wells at the time t h a t w e l l was 

d r i l l e d . 

Q. Let me ask you one question, Mr. Fant. 

A. Sure. 

Q. These are — The v/ater-oil r a t i o s t h a t you're 

looking at are j u s t f o r the second month of production; i s 

t h a t correct? 

A. Just the second month of production. 

Q. I s i t t r u e t h a t as these wells are produced, t h a t 

w a t e r - o i l r a t i o goes up? 

A. I n many instances i t goes up, i n some instances 

i t might even go dov/n. But going down i s not a common 

occurrence. Most of the time i t w i l l go up s l i g h t l y . I 

j u s t wanted t o s t i c k v/ith the second month s t r i c t l y t o be 
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consistent among a l l wells. 

Q. Okay. So t h a t i f we looked at some of these 

wells on another e x h i b i t which showed the cumulative water-

o i l r a t i o , you would have a d i f f e r e n t number, would you 

not? 

A. I t w i l l be s l i g h t l y d i f f e r e n t from the cumulative 

number. And t h a t -- Yeah. 

Q. I j u s t wanted to make sure t h a t was c o r r e c t . 

A. Yeah, I d e f i n i t e l y -- Yeah, t h a t i s a v a l i d 

p o i n t . 

Now, i f we move on to E x h i b i t Number 11, i t ' s the 

same basic kind of map f o r August of 1995. 

Now, I want to point out at t h i s p o i n t , r i g h t 

now, t h a t there are, I guess, two wells down i n the 

northwest quarter of 27 t h a t Nearburg has r e c e n t l y d r i l l e d 

t h a t I d i d not have data t h a t I v/as p r i v y t o . So — I 

d i d n ' t have those on there. I didn't even know they were 

completed. So that's not there. 

But the majority of the wells on t h i s p a r t i c u l a r 

map are operated by Yates Petroleum, and I d i d have the 

data on t h a t . And t h i s v/as j u s t an attempt t o b r i n g people 

up t o date on what the v/ater-oil r a t i o s are l i k e . 

Mr. May indicated t h a t i n Section 2 0 we see some 

varying w a t e r - o i l r a t i o s , and I'd l i k e t o j u s t p o i n t out 

the southwest quarter of Section 20. There's four w e l l s i n 
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the southwest quarter of Section 20, and we have water-oil 

r a t i o s ranging from a low of 1.7 to a high of 13. You 

know, so w i t h i n t h a t one l i t t l e b i t t y 160-acre p r o r a t i o n 

u n i t there's s i g n i f i c a n t variance, or v a r i a b i l i t y , i n the 

w a t e r - o i l r a t i o . 

Section 28, they also mentioned t h a t there was 

t h i s s t r u c t u r a l feature down i n Section 28 — t h i s was 

mentioned by, I believe, Mr. Elger — and t h a t those wells 

produced at a much lower w a t e r - o i l r a t i o than other areas. 

And t h a t ' s t r u e i n some of those wells, they do. 

But i f y o u ' l l notice, the four wells surrounding 

the 28 r i g h t there i n the middle, you've got them ranging 

from 0.51 t o 7.2. Again, a tremendous variance of the 

w a t e r - o i l r a t i o s i n t h a t area. You know, so — You know, 

th a t ' s b a s i c a l l y what I'm t r y i n g t o present here, you know, 

i s t h i s i s what's happening now and t h a t there are places 

where we have good wells d i r e c t l y o f f s e t t i n g poor w e l l s . 

And t h a t ' s about a l l I want t o say --

Q. I n your opinion, Mr. Fant, i s there any v a l i d i t y 

t o the assertion t h a t you should be able t o take the 

average of a l l these wells i n the North Dagger Draw f i e l d 

and p r e d i c t v/ith any kind of r e l i a b i l i t y what the Ross 

Ranch 22 v/ould have been? 

A. Absolutely not, and I have some l a t e r e x h i b i t s 

t h a t w i l l demonstrate t h a t , I hope, very w e l l . 
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Q. All right. Is there anything else that you would 

l i k e t o discuss w i t h respect t o these f i r s t three e x h i b i t s ? 

A. No, j u s t t h a t they are the w a t e r - o i l r a t i o i n the 

second month of production, and they w i l l d i f f e r s l i g h t l y . 

Q. A l l r i g h t . I f you would t u r n t o your E x h i b i t 

Number 12, would you describe what t h a t i s f o r the record 

and i t s significance? 

A. Okay, E x h i b i t Number 12 i s a p l o t of the water-

o i l r a t i o — Excuse me, not the w a t e r - o i l r a t i o , the water 

cut. Previously I've been t a l k i n g about w a t e r - o i l r a t i o , 

the r a t i o of water divided by o i l . I n t h i s p a r t i c u l a r p l o t 

I'm looking at the percentage of o i l cut, okay? 

The X axis i s the percentage of o i l t h a t we — 

and most of t h i s data comes from Yates Petroleum, because 

we q u i t e f r a n k l y operate most of the wells i n t h i s area. 

We look at the — On the X axis, the percentage of o i l cut 

during swabbing or flowing, during the i n i t i a l completion 

of the w e l l , versus, on the Y axis, the percentage of o i l 

i n the second month of production. 

And the reason I present t h i s i s , statements were 

made — or — and — you know, not s p e c i f i c a l l y , but there 

was inferences t h a t a low o i l cut i n the i n i t i a l -- on the 

swab t e s t s r e l a t e s t o a high o i l cut on production. And, 

you know, I mean t h i s data i s a l l over t h i s p l o t . I t ' s — 

there's -- The data b a s i c a l l y s p e c i f i c a l l y says t h a t 
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conclusion can't be drawn, there i s no c o r r e l a t i o n here. 

And so t h a t basic conclusion i s not a v a l i d conclusion. 

And t h a t ' s b a s i c a l l y a l l t h i s i s designed t o present. 

There 1s two red dots on here t h a t happen t o be 

two data points from Nearburg w e l l s . 

Q. Anything else on Ex h i b i t 12? 

A. Nothing. 

Q. Would you t u r n to and i d e n t i f y E x h i b i t 13? 

A. Okay, Exh i b i t 13 i s -- I sat down and said, 

what -- I f damage were to occur, what v/ould have t o be 

proven t o support a case f o r damage? And I came up w i t h 

b a s i c a l l y three points t h a t needed t o be proven by the 

Applicant, t h a t I f e l t needed to be proven. 

Number one, you must reasonably demonstrate the 

cement and casing are sound. The cement must be proven t o 

be i s o l a t e d i n the completion i n t e r v a l from p o t e n t i a l 

water-bearing s t r a t a , both below and above. I don't 

believe any data has been presented to -- They t a l k e d about 

a bond log. Bond logs are very subjective, and I don't 

believe any data has been presented to show t h a t . 

Secondly, i t must be reasonably proven t h a t the 

completion attempt did not e s t a b l i s h -- t h a t they d i d not 

e s t a b l i s h communication "behind the pipe", or behind the 

cement, w i t h a water-bearing zone. They have not presented 

any data on t h a t . 
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And t h i r d , and probably -- You know, i f you could 

even remotely prove the f i r s t two, you've got t o prove the 

t h i r d , which i s , I be l i e v e , the crux of my argument coming 

up. You must reasonably demonstrate t h a t you can p r e d i c t 

what k i n d of w a t e r - o i l r a t i o the Ross Ranch 2 2 Number 2 

should have produced a t , based upon some measured value i n 

t h a t w e l l . And i t ' s got t o be a measured value t h a t ' s 

u n a ffected by any possible water i n j e c t i o n . 

And two examples of t h i s would be l i k e s t r u c t u r e 

or thickness of the dolomite. I mean, the s t r u c t u r e of the 

dolomite i s not going t o change based upon how much water 

i s i n j e c t e d or anything l i k e t h a t . 

And i n f a c t , t h a t ' s what they have attempted t o 

t i e t h e i r case t o , i s t h a t the w a t e r - o i l r a t i o t h a t they 

t h i n k the Ross Ranch 2 2 Number 2 should have been able t o 

produce at i s a f u n c t i o n of s t r u c t u r e . They have t i e d t h a t 

t o t h a t , and I've got some evidence t o dispute t h a t , and I 

t h i n k i t ' s very strong evidence. 

So b a s i c a l l y , these are the three p o i n t s t h a t 

they must prove i n order t o have a case, and I don't 

b e l i e v e they've proven any of them, and I w i l l come back 

and summarize again on t h a t i n j u s t a few minutes. 

Q. A l l r i g h t . E x h i b i t 14, then, i f you'd t u r n t o 

i t ? 

A. Okay, E x h i b i t 14 i s a p l o t t o show the comparison 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

167_ 

of — E x h i b i t 14 i s a p l o t to show the comparison of what 

the w a t e r - o i l r a t i o i s i n the w e l l versus s t r u c t u r e . 

Again, t h i s i s the v/ater-oil r a t i o i n the second month of 

production, j u s t l i k e I've been presenting i n a l l of my 

data. Again, every w e l l b a s i c a l l y has a second month of 

production. 

Now, they have — Nearburg has claimed t h a t the 

w a t e r - o i l r a t i o i s r e l a t e d to s t r u c t u r e . These data points 

are f o r a l l wells i n Township 19 South, 25 East. And 

again, they're coded by -- The color codes are by operator, 

and there's a code along the bottom showing which operators 

are which color. 

The t h i n g t o note here i s , I do have a 

c o r r e l a t i o n l i n e through i t . I mean, you can take any data 

set and you can develop a c o r r e l a t i o n on i t . The question 

i s , how good i s t h a t c o r r e l a t i o n ? 

The measure of how good t h a t c o r r e l a t i o n i s , i s a 

number c a l l e d the R-squared value. I don't want t o go too 

deeply i n t o the s t a t i s t i c s , but i t ' s j u s t a c o e f f i c i e n t . 

Zero i s no c o r r e l a t i o n at a l l and one i s a p e r f e c t 

c o r r e l a t i o n . 

This one has a 0.051 c o r r e l a t i o n c o e f f i c i e n t , 

which i s extremely low. Somebody might say, Well, you've 

drawn a c o r r e l a t i o n ; how bad i s that? And t h a t was the 

question I had: How bad i s t h a t c o r r e l a t i o n ? I mean, or 
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how random i s t h a t c o r r e l a t i o n ? 

And i f I could r e f e r to E x h i b i t Number 15 along 

w i t h i t , E x h i b i t Number 15 i s the same basic kind of p l o t , 

only t h i s p l o t i s generated w i t h purely random numbers. I 

j u s t went i n t o a spreadsheet and had i t generate random 

numbers f o r o i l production and v/ater production and take 

the r a t i o of those two and give me random numbers f o r depth 

between minus 4000 and minus 4250. This i s the p l o t , t h i s 

i s the c o r r e l a t i o n i t gives, and i t s R-squared value or i t s 

c o r r e l a t i o n c o e f f i c i e n t i s .0189. 

The important t h i n g here i s , those c o r r e l a t i o n 

c o e f f i c i e n t s are about the same. This data — When you're 

t r y i n g t o c o r r e l a t e v/ater-oil r a t i o t o s t r u c t u r e , i t ' s 

random f u n c t i o n . That's j u s t a l l there i s t o i t . I t ' s 

j u s t a random f u n c t i o n . You cannot p r e d i c t w a t e r - o i l r a t i o 

on the basis of s t r u c t u r e . There i s no -- The data says 

t h a t you cannot do t h a t . 

So attempting to do t h a t on a — Attempting t o do 

t h a t i s a v i o l a t i o n of the s t a t i s t i c s of t h i s s t u f f ; i t 

j u s t doesn't hold t r u e . I t v i o l a t e s what we know t o be 

t r u e about the s t a t i s t i c s here. And, you know, t h a t ' s 

b a s i c a l l y what I wanted to show there, i s t h a t there i s no 

c o r r e l a t i o n between s t r u c t u r a l depth and w a t e r - o i l r a t i o . 

Q. Mr. Fant, paragraph 9 of the A p p l i c a t i o n t h a t was 

f i l e d by Nearburg states t h a t a t y p i c a l w e l l i n t h i s area 
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of the pool i s capable of producing o i l i n paying 

q u a n t i t i e s from the Cisco/Canyon formations at an estimated 

i n i t i a l w a t e r - o i l r a t i o of 2.33 to 1. Do you believe t h a t 

there i s any v a l i d i t y or t r u t h to t h a t statement? 

A. I don't believe there's a t y p i c a l w e l l out there. 

I don't t h i n k there's such a t h i n g as a t y p i c a l w e l l i n 

Dagger Draw. I t h i n k t h a t i s a f a l s e statement. 

Q. The two e x h i b i t s you've j u s t been discussing 

i l l u s t r a t e t h a t , do they not? 

A. They i l l u s t r a t e t h a t , and the two t h a t I have 

remaining also i l l u s t r a t e t h a t . 

Q. A l l r i g h t . 

A. E x h i b i t Number 16 i s a sheet w i t h some t y p i n g on 

i t and a l i t t l e t a b le at the bottom, and i t ' s e n t i t l e d 

" S t a t i s t i c s " . And I don't wish t o get i n t o a t h e o r e t i c a l 

discussion of s t a t i s t i c s here, but i t i s important t o look 

at what t h i s — what we can glean from t h i s data, t h i s 

w a t e r - o i l r a t i o data, what information — We know t h a t i t ' s 

random i n terms of the c o r r e l a t i o n between s t r u c t u r e and 

w a t e r - o i l r a t i o . But what do we know about w a t e r - o i l 

r a t i o s i n there? What can we p r e d i c t i n t h i s area? 

And f i r s t of a l l , we need to f i n d out what kind 

of average we need to be looking f o r here. I don't know 

how Nearburg determined t h e i r average w a t e r - o i l r a t i o f o r 

Dagger Draw. They have t e s t i f i e d t h a t they d i d n ' t --
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they -- you know, nobody has testified exactly as to how i t 

was done. 

But the f i r s t t h i n g you've got t o look f o r i s a 

value c a l l e d the median value of the w a t e r - o i l r a t i o , and 

t h a t ' s j u s t simply the value where h a l f the wells have a 

higher w a t e r - o i l r a t i o and h a l f the wells have a lower 

r a t i o . The median value f o r t h i s Dagger Draw data i s 2.1, 

a v/at e r - o i l r a t i o of 2.1. 

Now, i f you're going to use a l i n e a r average t h a t 

I t h i n k Mr. McDonald purported v/as used, t o p r e d i c t the 

average — I f the l i n e a r average and median values are 

close together, you can use the l i n e a r average. 

Okay, the l i n e a r average of the w a t e r - o i l r a t i o 

data f o r Township 19 South, 25 East, i s a w a t e r - o i l r a t i o 

of 7.8. Obviously, 2.1 and 7.8 are not r e a l close 

together. So I don't believe you can use a l i n e a r average 

on the data. 

I t h i n k you must use a logarithmic average, 

because when you look at the logarithmic average of the 

w a t e r - o i l r a t i o data, i t ' s 2.3. And 2.1 and 2.3 are p r e t t y 

close together. 

Now, again, I come out w i t h an average w a t e r - o i l 

r a t i o of 2.3, which i s the value they purported i n t h e i r 

A p p l i c a t i o n , and I happen to agree w i t h t h a t . I don't know 

how they a r r i v e d at i t . They have not presented testimony 
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as t o how t h a t was done. 

But along wi t h knowing what the l o g a r i t h m i c 

average i s , we've got to look at the standard d e v i a t i o n . 

And t h i s — I have a paragraph on t h i s page t h a t ' s o u t l i n e d 

— i t ' s i n bold, and i t ' s o u t l i n e d i n black, and I consider 

t h i s t o be a very important set of comments, and I want to 

j u s t read t h a t . 

"These s t a t i s t i c s . . . " t h a t I've j u s t presented to 

you "... do not provide us w i t h an estimate of the value we 

should expect when we d r i l l only one w e l l . These 

s t a t i s t i c s do however provide us w i t h the a b i l i t y t o 

p r e d i c t the p r o b a b i l i t y of encountering c e r t a i n ranges of 

w a t e r - o i l r a t i o s i n any w e l l t h a t i s d r i l l e d (provided t h a t 

the data i s normally d i s t r i b u t e d ) . " Okay, and "The 

f o l l o w i n g t a b l e shows the ranges of w a t e r - o i l r a t i o s t h a t 

can reasonably be expected to be encountered i n t h i s 

township." 

I said t h i s data has to be normally d i s t r i b u t e d . 

I f you look at Exh i b i t Number 17, E x h i b i t Number 17 i s a 

p l o t of something i n s t a t i s t i c s c a l l e d the cumulative 

d i s t r i b u t i o n f u n c t i o n , and b a s i c a l l y the blue l i n e i s a 

t h e o r e t i c a l normal d i s t r i b u t i o n . And i f the ac t u a l data, 

which i s the green data, f a l l s close t o t h a t l i n e then you 

have a normal d i s t r i b u t i o n and you can make some inferences 

from t h a t data, v/e can make some pr e d i c t i o n s from t h a t data 
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of what should happen. 

This data, as f a r as a na t u r a l data set, f a l l s 

closer t o a normal d i s t r i b u t i o n than anything I've ever 

seen. I t i s a very good normal d i s t r i b u t i o n . This 

includes values, data points on the — I n t h i s w a t e r - o i l 

r a t i o data are included data points on the Osage Number 1, 

the Ross Ranch 22 Number 2 and also the B&B Number 1. I 

consider the t e s t s on those to be v a l i d w a t e r - o i l r a t i o 

t e s t s . 

E x h i b i t 17 i l l u s t r a t e s t h a t the w a t e r - o i l r a t i o 

data i s normally d i s t r i b u t e d . So we can make some 

estimates of -- I f we d r i l l e d a hundred wells i n t h i s 

township -- which, i n c i d e n t a l l y , we have i t can t e l l us 

what kin d of ranges we should be seeing. What i s the 

maximum w a t e r - o i l r a t i o s t h a t should be encountered out 

here? I mean, s t a t i s t i c a l l y , what should be the ranges we 

see? And the bottom table on Ex h i b i t Number 16 i s t h a t . 

I t ' s i n t e r e s t i n g , they t a l k about 2.3. I f you 

take the range 2.2 to 2.4, the p r o b a b i l i t y of encountering 

a w e l l , of d r i l l i n g a we l l and i t being i n t h a t range, i s 2 

percent, r e a l l y low. So t h i s -- You know, c a l l i n g t h a t a 

t y p i c a l v/ell — And i n f a c t , we should only have roughly 

two wells i n the township t h a t are i n t h a t range. 

Well, you look over on the r i g h t side, actual 

w e l l s i n township, there's a c t u a l l y three w e l l s i n the 
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township t h a t are i n t h a t range. So I mean, i t f i t s r e a l 

close, considering we're dealing i n integer numbers. 

These other ranges -- these other -- you know, 

between 1.5 and 4, a l l these other w a t e r - o i l r a t i o ranges 

are presented t o show t h a t the data l i v e s up t o i t s normal 

d i s t r i b u t i o n very w e l l . 

I t says we should have -- I f we look a t the 

w a t e r - o i l r a t i o range between 40 and 100, i t says there's a 

two-percent p r o b a b i l i t y and we should have two we l l s i n 

t h a t range. Well, we have three. 

I mean, s t a t i s t i c a l l y — The data says t h a t the 

w a t e r - o i l r a t i o we see i n the Ross Ranch 22 Number 2 i s 

going t o happen out here. When we've d r i l l e d enough wells 

out here — and we've d r i l l e d i l l w ells i n t h i s township, 

or there's 111 v a l i d completion data p o i n t s . There's 

a c t u a l l y been more wells than t h a t , j u s t not a l l of them 

have been completed i n the Canyon. I only took Canyon 

completions. I t says we should have t h a t , t h a t should 

happen. 

So what's happened here from a s t a t i s t i c a l 

standpoint i s , they've got a w e l l w i t h a high w a t e r - o i l 

r a t i o d i r e c t l y i n between two wells w i t h high w a t e r - o i l 

r a t i o s . You'd expect i t to have a high w a t e r - o i l r a t i o . 

And then they got a high w a t e r - o i l r a t i o . And now they're 

claiming t h a t i t ' s damage from something else. And the 
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w a t e r - o i l r a t i o -- and I want t o back up. 

The w a t e r - o i l r a t i o seen i n the Osage Number 1 

was p r i o r t o any i n j e c t i o n . So, you know, i t ' s a v a l i d 

data p o i n t . 

I t took h a l f a m i l l i o n b a r r e l s of f l u i d out of 

t h a t w e l l . And so i t ' s — This p a r t i c u l a r w e l l , I'm not 

happy t h a t i t ' s where i t i s , but s t a t i s t i c a l l y i t ' s going 

t o happen i f you d r i l l enough wells out here. 

And, you know -- You know, tha t ' s b a s i c a l l y the 

crux of my case. 

But I j u s t wanted to come back t o Number 13. 

They presented no data to show t h a t the casing and the 

cement was sound. They presented no data about 

communication, no data about communication behind the pipe. 

And there i s absolutely no c o r r e l a t i o n between any 

measurable parameter on the Ross Ranch 2 2 Number 2 and 

w a t e r - o i l r a t i o . So — You know, there's j u s t been no 

proof. There's no data out there t o show t h a t there's been 

any damage. 

Q. Mr. Fant, Mr. Elger rendered an opinion t h a t he 

was of the conclusion t h a t there were no other reasons, 

other than damage from the i n j e c t i o n of saltwater i n t o t h i s 

Canyon zone f o r -- to explain why the Ross Ranch 22 had the 

o i l - w a t e r r a t i o . Do you agree w i t h t h a t opinion? 

A. No, s i r , I do not. There's a myriad of 
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explanations f o r t h a t . 

Q. Do you have an opinion as t o whether or not the 

Ross Ranch 22, based from your studies of the engineering 

data a v a i l a b l e , as to whether or not t h a t v/ell should have 

been a commercially productive well? 

A. On the Ross Ranch? 

Q. On the Ross Ranch 22. 

A. The data I have said t h a t the p r o b a b i l i t y was 

t h a t i t would not be a commercial v/ell. 

Q. With respect to the Yates Osage w e l l , you've 

reviewed t h a t — the data from t h a t w e l l and the data t h a t 

comes from a l l three operators, Coquina, Anadarko and 

Yates; i s t h a t correct? 

A. Yes, s i r , I have. 

Q. Do you have an opinion as t o v/hether or not t h a t 

w e l l could have been a commercially productive well? 

A. I believe the data evidences the f a c t t h a t t h a t 

w e l l was not and i s not a commercial producing w e l l . I t 

was a commercial f a i l u r e . 

Q. From an engineering standpoint, have you seen any 

evidence of damage to the r e s e r v o i r t h a t was caused or 

c o n t r i b u t e d t o by e i t h e r the Yates Osage w e l l or the 

Anadarko saltwater disposal v/ell? 

A. I see no evidence whatsoever. 

Q. Do you have an opinion as t o whether the granting 
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of Nearburg's Application v/ould promote 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. No, i t ' s not going to promote the prevention of 

waste. There i s nothing i n those two p a r t i c u l a r t r a c t s 

t h a t i s commercial, t h a t those wells are on. 

And as f a r as c o r r e l a t i v e r i g h t s , i f the 

Ap p l i c a t i o n were granted i t would v i o l a t e ours and 

Anadarko's c o r r e l a t i v e r i g h t s . 

Q. Mr. Fant, i s there any other statements t h a t you 

would l i k e t o make r e l a t i v e to your Ex h i b i t s 9 through 17? 

A. Not at t h i s point, no. 

Q. Are there any comments t h a t you would l i k e t o 

make w i t h respect to any of the e x h i b i t s t h a t Anadarko --

excuse me, t h a t Nearburg presented? 

A. I don't believe so. 

MR. ERNEST CARROLL: Mr. Examiner, at t h i s time I 

would move admission of Exhibits 9 through 13. 

EXAMINER STOGNER: Exhibits 9 through — 

THE WITNESS: Seventeen. 

MR. ERNEST CARROLL: Seventeen, excuse me. 

EXAMINER STOGNER: Exhibits 9 through 17 w i l l be 

admitted i n t o evidence. 

MR. ERNEST CARROLL: I would pass the witness, 

then, at t h i s time. 

EXAMINER STOGNER: Mr. Turner? 
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CROSS-EXAMINATION 

BY MR. TURNER: 

Q. Mr. Fant, you i n one of your e x h i b i t s enumerated 

three t h ings t h a t i n your opinion v/e were o b l i g a t e d t o 

prove t o make our case here today. I t ' s your E x h i b i t 

Number 13. I'm j u s t curious as t o what you're r e l y i n g on 

to determine what our burden of proof i s here today. 

A. Quite simply, you're the Applicant, and I'm the 

— I'm i n opposition t o i t . I n order t o put together a 

good case, you must look at i t from the other side. And — 

Q. I'm t a l k i n g about v/hat s t a t u t o r y a u t h o r i t y , what 

r u l e of the Commission t h a t you r e l i e d on i n coming t o 

these conclusions? 

A. I come t o these conclusions -- These are 

engineering conclusions t h a t — from an engineering 

standpoint, and I apologize i f t h a t wasn't brought f o r t h , 

but these are the conclusions from an engineering 

standpoint, how v/ould you prove t h i s from an engineering 

standpoint? 

Q. You also stated very emphatically t h a t i t was 

your opinion t h a t there was no damage t h a t was occurring 

from the i n j e c t i o n i n t o these two w e l l s ; i s t h a t correct? 

A. I believe my statement was, there's no data t o 

show any damage. 

Q. Well, I believe you also said t h a t there was — 
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these two t r a c t s of land v/here these two saltwater disposal 

w e l l s are s i t u a t e d v/ere not commercially productive t r a c t s , 

there were no hydrocarbons to be damaged. 

A. My statement i s t h a t those two t r a c t s are 

noncommercial. 

Q. Would i t be a f a i r statement t o say t h a t perhaps 

the management of Yates does not share as strong an opinion 

as you regarding the lack of damage t h a t could occur out 

there, given the f a c t t h a t they more or less ceased 

i n j e c t i n g i n t o the Yates disposal w e l l i n 1993? 

A. No, I don't believe that's a f a i r statement. We 

ceased i n j e c t i o n . We are at t h i s p o i nt w a i t i n g , and v/e see 

no damage at t h i s point --

Q. Well, i f no damage was occurring --

A. — and the t r a c t --

Q. -- then, why take the step of ceasing t o i n j e c t ? 

A. We are a prudent operator, q u i t e simply. 

Q. Thank you. You also t e s t i f i e d t h a t there were a 

myriad of explanations t h a t could determine why the 

Nearburg Ross Ranch 22 Number 2 v/ell v/as not as successful 

as other wells i n t h i s area. Could one of those possible 

explanations be t h a t they v/ere i n f a c t being flooded by 

i n j e c t i o n from the Anadarko well? 

A. There's a p o s s i b i l i t y , but there's no data t o 

support t h a t . There i s alv/ays a — There's a p o s s i b i l i t y 
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that anything could happen, but there is no data to support 

t h a t . 

Q. Your statement t h a t there's no data t o support 

i t , t h a t there's -- What data can you p o i n t t o , t o evidence 

t h a t damage i s not occurring? 

A. Well, f i r s t of a l l , I'm not ob l i g a t e d t o prove 

t h a t damage i s not occurring, I don't believe. But — 

Q. Just answer the question, please. 

A. The data -- I j u s t can f i n d no data t o support 

damage. Everything — What's happening i n t h a t w e l l i s a 

r e s u l t of d r i l l i n g a w e l l between two high-water-cut w e l l s . 

This p a r t i c u l a r area of the re s e r v o i r i s proven t o be 

productive of the ma j o r i t y of water, a very high water cut. 

That's what the area produces, and t h a t ' s the data. 

Q. Your -- I believe i t was your testimony t h a t the 

r e s u l t s out here v/ere very random and t h a t a c t u a l l y i f t h a t 

was the case, i f you d r i l l e d a v/ell between two high-water-

cut w e l l s , t h a t might not necessarily be the case, you 

might not end up v/ith a high-water-cut well? 

A. We're dealing i n s t a t i s t i c s here. F i r s t of a l l 

— I t ' s something I t r i e d to make clear, and I guess I 

di d n ' t make i t clear enough. I never made a statement i n 

terms of randomness, j u s t random i n terms of ar e a l 

d r i l l i n g . I s p e c i f i c a l l y -- the randomness i s s p e c i f i c a l l y 

a f u n c t i o n -- or, my random statement i s , i t ' s random w i t h 
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r e l a t i o n t o s t r u c t u r e , i t ' s random w i t h r e l a t i o n t o 

s t r u c t u r e . 

Now, a r e a l l y , yes, I expect -- and the s t a t i s t i c s 

w i l l bear i t out, t h a t you expect t o d r i l l a w e l l somewhat 

s i m i l a r t o the o f f s e t wells. Now, i t ' s not going t o be 

p e r f e c t , but you expect i t . 

But you look i n t h i s one and you've got — your 

o f f s e t w e l l s are a 49 and a 117 w a t e r - o i l r a t i o . 

S t a t i s t i c a l l y , t h at's what you should get, something 

between those, and you've got a 50-something i n between 

them. I mean, s t a t i s t i c a l l y t h i s w e l l came i n where i t 

should have, based upon the o f f s e t data at the time. 

Q. I f t h a t i s i n f a c t the case, i t appears t h a t --

from some of the other e x h i b i t s t h a t have been introduced 

here, t h a t there have been several wells proposed by Yates 

i n the east h a l f of Section 22, so s t a t i s t i c a l l y should 

those be f a i l u r e s also? 

A. No, we have more data at t h i s p o i n t , but there i s 

r i s k associated v/ith them. That's why we have not jumped 

out there and d r i l l e d them immediately. There i s r i s k 

associated w i t h each one of those l o c a t i o n s . 

When you d r i l l a w e l l , as an o i l company does, 

you i n h e r e n t l y take the r i s k t h a t i t w i l l not be 

commercial. We weigh those r i s k s v/hen we d r i l l a w e l l . 

We're w i l l i n g t o take those r i s k s . 
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We were w i l l i n g t o take the r i s k t h a t the Ross 

Ranch 22 Number 2 might have been commercial. I t might 

have been. I t had a chance. There i s a -- There's a 

s t a t i s t i c a l chance t h a t i t could have been productive. But 

i t wasn't, and that's the f a c t s of the matter. I t was not 

productive, i t i s not productive. 

Q. And i n your opinion, why i s i t not productive? 

A. Because there i s water i n the upper p o r t i o n of 

the Canyon dolomite t h a t was there ever since anybody was 

d r i l l i n g i n the Canyon. 

Q. So th a t same s i t u a t i o n could e x i s t i n the wells 

t o the east t h a t have been proposed by Yates? 

A. Absolutely. I n f a c t , i t d id happen i n the Osage 

Number 1, based upon the evidence of the h i s t o r i c a l 

production. 

Q. I n your opinion, where does the water go th a t ' s 

been i n j e c t e d i n t o these two wells? 

A. I t goes i n t o the Canyon formation. 

Q. Which i s the same formation from which the 

producing wells produce? 

A. Yes. 

MR. TURNER: No f u r t h e r questions. 

EXAMINER STOGNER: Okay, Mr. Turner. 

Mr. Bruce? 

MR. BRUCE: No questions. 
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EXAMINER STOGNER: Any r e d i r e c t ? 

MR. ERNEST CARROLL: None. 

EXAMINER STOGNER: Mr. Rand Carr o l l ? 

MR. RAND CARROLL: None. 

EXAMINER STOGNER: I have no other questions 

e i t h e r . 

MR. TURNER: Mr. Stogner, could I b r i e f l y c a l l 

Mr. Tim McDonald f o r a short r e b u t t a l ? 

EXAMINER STOGNER: Can he do i t from there i f he 

speaks up? 

MR. MCDONALD: That w i l l be f i n e . 

MR. TURNER: Sure. 

EXAMINER STOGNER: You'll have t o speak up, now. 

MR. MCDONALD: A i l r i g h t . 

TIH MCDONALD, 

the witness herein, a f t e r having been previously 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 : 

MR. McDONALD: I guess b a s i c a l l y my f i r s t concern 

i s on the Anadarko log analysis where he t r i e d t o show 

separation between the zones. We have t e s t i f i e d before 

t h a t we're running more sophisticated logs out there now 

where we're a c t u a l l y seeing f r a c t u r e s and vugs i n areas 

where on conventional open-hole logs you show zero 

p o r o s i t y . 

I also understand t h a t Yates i s planning t o run 
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those same type of logs on t h e i r next few w e l l s , versus 

Schlumberger. So they must have some b e l i e f i n them. 

So don't t h i n k t h a t we can j u s t look at a 

conventional log v/here the PE indicates dolomite throughout 

the e n t i r e section and make any assumption t h a t the zones 

are separated whatsoever. There's j u s t nothing -- the data 

i s not there to make th a t assumption. 

Also, another i n d i c a t i o n t h a t v/e have some kind 

of enhanced por o s i t y or f r a c t u r e system i n t h a t w e l l , i f we 

j u s t had four-percent porosity or whatever i t c a l c u l a t e s 

o f f the conventional logs, I r e a l l y t h i n k i t would be hard 

to move 4000 t o 5000 barrels of f l u i d out of there every 

day. I t h i n k there's a l o t of evidence f o r f r a c t u r e s 

and/or vugs or a combination of both, and v/here t h e y ' l l 

stop and v/hen t h e y ' l l s t a r t , v/e can't determine from the 

logs t h a t we have now. 

Also, on the log-analysis end of i t , i f you have 

a high -- i f you have a f r a c t u r e system or a vug f r a c t u r e 

system v/here you have high permeability, you v/ould expect 

the v/ater that's i n j e c t e d to fol l o w t h a t path of le a s t 

resistance or higher permeability. 

So i n e f f e c t , i f you are f l o o d i n g out t h a t area, 

your conventional logs see a small p o r t i o n of the wellbore. 

I t h i n k your density log may see an inch and your neutron 

log may see 12 percent or whatever. So i n a f r a c t u r e 
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vugular reservoir, conventional logs don't see -- they just 

see the matrix p o r o s i t y , b a s i c a l l y . 

So matrix porosity may very w e l l be s i m i l a r t o 

v/hat i t was -- i n the Anadarko v/ell -- t o v/hat the Ross 

Ranch w e l l i s now, whereas the po r o s i t y t h a t ' s made up of 

the vugs and the f r a c t u r e may very v/ell be flooded out. 

And t h a t , I believe, i s the reason why the log c a l c u l a t i o n s 

are very s i m i l a r between the Ross Ranch and the Anadarko 

saltv/ater disposal v/ell. 

My f i n a l point i s , on the v/ater-oil r a t i o case, 

you know, the South Boyd Number 1 and the B&B Number 1 were 

both Morrow wells. Four-and-a-half-inch casing was run, DV 

t o o l s were not run, so there's always some question of the 

competency of the cement around the Cisco/Canyon. 

We v/eren' t able to run large enough submersible 

pumps t o ever p u l l the pressure down whatsoever, so we 

probably only saw -- Our idea of the submersible pumps, you 

have t o p u l l the pressure down enough before you s t a r t 

g e t t i n g c o n t r i b u t i o n from the matrix p o r o s i t y as w e l l as 

the f r a c t u r e and vugular porosity, and we never got t o a 

p o i n t where we saw t h a t . So I t h i n k the w a t e r - o i l r a t i o s 

there are -- averaging those i n t o any kind of s t a t i s t i c a l 

study i s introducing a l o t of error i n t o the study. 

And also one other t h i n g on the Anadarko Osage 

w e l l : I t was pumped with a beam pump, and obviously i t was 
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never p u l l e d down. So the same t h i n g applies there. I 

don't believe t h a t you can compare w a t e r - o i l r a t i o s i n 

wells t h a t are produced d i f f e r e n t l y , i . e . , beam pump or 

small submersible pumps, with wells t h a t are being p u l l e d 

very hard and the pressure being p u l l e d down w i t h large 

submersible pumps. 

That's i t . 

EXAMINER STOGNER: Thank you, s i r . 

Are v/e ready f o r closing arguments, gentlemen? 

Okay, I w i l l allow Mr. Bruce t o go f i r s t and then Mr. 

C a r r o l l and then Mr. Turner. 

Mr. Bruce? 

MR. BRUCE: Mr. Examiner, as has been shown on 

a l l these e x h i b i t s , Nearburg's Ross Ranch 22 Number 2 w e l l 

was completed i n the upper Canyon. Anadarko's v/ell i s 

i n j e c t i n g i n t o the lov/er Canyon, v/here Nearburg p r e t t y much 

admits t h a t there i s no productive c a p a b i l i t y . 

Furthermore, despite the speculation here, the 

only evidence i s t h a t the lov/er Canyon zone i n t o which 

Anadarko i s i n j e c t i n g i s separated from the upper zone by 

an impermeable b a r r i e r . Nearburg cannot prove otherwise. 

The expert opinion set f o r t h today and i n the p r i o r cases 

i n v o l v i n g Anadarko's v/ell r e f u t e the idea of v e r t i c a l 

communication, and the Commission has accepted t h i s as a 

p r e r e q u i s i t e f o r saltv/ater disposal i n t o the lov/er Canyon 
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zone. 

Further, Nearburg presented no data t o show 

commercial production i n the lower Canyon. And i n f a c t , 

Anadarko has asserted -- ten years ago, eight years ago, 

and today — t h a t t h i s zone was not commercially productive 

and t h a t , furthermore, not only the lower zone was not 

productive but the upper zone was not productive. Events 

have borne out Anadarko's contentions. 

To accept Nearburg's unsupported opinion i s t o 

completely r e f u t e the fin d i n g s i n the p r i o r Commission 

orders w i t h no evidence to back i t up. 

Anadarko has operated i t s w e l l as a prudent 

operator and stands by i t s past and present arguments t h a t 

have been accepted by the Commission previously. 

I n short, Anadarko's c a l c u l a t i o n s , Yates' 

evidence showed no e f f e c t whatsoever on Nearburg's w e l l 

from any of the i n j e c t i o n operations. Pl a i n and simple, 

Nearburg has not come close to meeting i t s burden of proof 

i n t h i s case. There i s simply no evidence t h a t Anadarko's 

and Yates' saltwater disposal wells have had any e f f e c t 

whatsoever on Nearburg's w e l l . A l l Nearburg has i s 

speculation. And as a r e s u l t , the A p p l i c a t i o n should be 

denied. 

I'd l i k e to mention one f i n a l t h i n g . Back i n 

Case 8234, back i n 1984, i n the cl o s i n g argument Anadarko's 
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a t t o r n e y said, I t h i n k there's one way t o resolve t h i s k i n d 

of case. I f Chama -- Nearburg's predecessor -- believes 

what they say here, l e t them go out and d r i l l an o i l w e l l 

i n the Cisco/Canyon, and l e t ' s give them some time t o do 

i t . I f they don't want t o do i t , then they're not w i l l i n g 

t o stand behind t h e i r testimony. We be l i e v e t h a t a 

disp o s a l w e l l i n t h i s l o c a t i o n i s appropriate. However, i f 

there's any doubt, give them the f i r s t chance t o d r i l l i t . 

Let them d r i l l a w e l l there, and a f t e r they d r i l l a 

dryhole, w e ' l l buy i t from them and make a di s p o s a l w e l l 

out of i t . 

This statement i s as t r u e today as i t was then. 

That acreage was j u s t not prospective i n the Canyon, and 

because i t i s not, Nearburg i s looking f o r someone t o blame 

when they should r e a l l y be blaming themselves f o r d r i l l i n g 

a w e l l i n a poor l o c a t i o n . 

Thank you. 

EXAMINER STOGNER: Thank you, Mr. Bruce. 

Mr. C a r r o l l ? 

MR. ERNEST CARROLL: I n an e f f o r t t o be b r i e f , I 

t h i n k I would want t o adopt a l l the statements t h a t Mr. 

Bruce has made because I t h i n k they're very, very t r u e . 

The b i g issue here i s burden of proof. An 

ap p l i c a n t has the burden of something more than saying, 

gee, there may be a p o s s i b i l i t y t h a t something could happen 
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out t h e r e . I mean, i t ' s been — I mean, a cow could jump 

over the moon, but t h a t doesn't mean i t ' s going t o make i t 

t r u e . And t h a t ' s a l l we've had. 

And what's even more remarkable about t h i s case, 

t h i s i s not the f i r s t time t h a t we've been subjected t o 

t h i s , i t ' s not the second time t h a t we've been subjected t o 

i t , but i t i s the t h i r d time. 

And I t h i n k the evidence and the statements t h a t 

were made i n r e b u t t a l r e a l l y c h a r a c t e r i z e i t , because what 

he was r e a l l y saying, when you look at i t , was t h a t we 

might have been able t o show, wai t a minute, you c a l l e d the 

hearing, you f i l e d the a p p l i c a t i o n , you made c e r t a i n 

statements i n t h a t a p p l i c a t i o n , you should be held t o 

showing t h a t . 

And there i s a d i s t i n c t i o n here between Yates' 

a p p l i c a t i o n and Anadarko's. At l e a s t the Ross Ranch 22 i s 

r i g h t next door. The Yates w e l l i s not r i g h t next door. 

The only two th i n g s t h a t they had going are 

st a t e d i n t h e i r testimony and i n t h i s A p p l i c a t i o n , one, 

s t r u c t u r e c o n t r o l s out here, we've been watered out. And 

yet the Cutter w e l l i s downstructure from i t , and i t ' s one 

of the best w e l l s . That theory j u s t doesn't hold water. 

And f r a n k l y , the reason i t holds water i s , s t r u c t u r e i s not 

the only key out here. 

And t h i s s t r u c t u r a l argument i s based on t h i s 
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t h e o r e t i c a l concoction which we can't even f i n d out i n 

today's hearing who i s responsible f o r i t . I t ' s i n t h e i r 

A p p l i c a t i o n t h a t the Ross Ranch should have produced 2.31 

because i t should have been a typical v/ell. 

We're r i g h t on the f r i n g e of t h i s — the end of 

t h i s pool. We may have found the end of i t . We have 

already found three wells t h a t surround the Ross Ranch 22, 

which are nonproductive. We may very w e l l have done i t , 

and t h a t ' s v/hat the evidence shows. 

But t h i s average, as Mr. Fant has developed, i t 

has no v a l i d i t y . And apparently they must not believe i t , 

because they couldn't even t e l l us how the number was 

a r r i v e d at and c e r t a i n l y presented no evidence t o support 

i t . 

Therefore, without a doubt today, Nearburg has 

f a i l e d i n i t s burden of proof, has f a i l e d t o prove any 

reason f o r t h i s Commission to act, because they have f a i l e d 

t o show t h a t , one, they even had a productive v/ell and, 

two, t h a t there's ever been any damage. 

EXAMINER STOGNER: Thank you, Mr. C a r r o l l . 

Mr. Turner? 

MR. TURNER: I th i n k to a large extent the issue 

i n t h i s case does b o i l down to two things: Number one, the 

r e s p o n s i b i l i t y of the O i l Conservation D i v i s i o n t o p r o t e c t 

the p a r t i e s before you here today, p r o t e c t c o r r e l a t i v e 
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rights; and who has the burden of proof and what that 

burden of proof i s to demonstrate t h a t some kind of -- type 

p r o t e c t i v e measures are needed. 

In my opening statement I r e f e r r e d the Commission 

to s t a t u t o r y a u t h o r i t y under which we based our case, Nev/ 

Mexico S t a tue s Anno ta t ed , S e c t i o n 70-2-12 B 4, which 

d i r e c t s the O i l Conservation D i v i s i o n t o grant a u t h o r i t y t o 

grant p r o t e c t i o n from the drowning out by water of any 

stratum, or any part thereof, which i s capable of producing 

o i l or gas i n paying q u a n t i t i e s , cr to prevent the 

premature and i r r e g u l a r encroachment of v/ater of any kind 

i n commercially productive zones. 

Granted, from our evidence today, we cannot --

could not s i t here and t e l l the Commission v/ith absolute 

c e r t a i n t y whether or not v/ater encroachment from e i t h e r of 

these disposal wells i n f a c t has taken place. 

Circumstances have changed a great deal during 

the ten-year period t h a t has elapsed since the o r i g i n a l 

proceedings v/ere conducted. There are a l o t of 

commercially productive wells i n the area c u r r e n t l y , there 

are many more wells t h a t have been proposed and loca t i o n s 

staked t o d r i l l a d d i t i o n a l wells. We may be at the end 

of -- edge of t h i s f i e l d ; then again, we may not. Ten 

years ago, we thought th a t t h i s area v/as not commercially 

productive from t h i s formation. Ten years l a t e r , we f i n d 
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t h a t i t i s . 

I t h i n k t h a t v/hat the D i v i s i o n has t o do i n 

reaching a decision here i s to weigh the various r i g h t s , 

the c o r r e l a t i v e r i g h t s , of each of the p a r t i e s . I t h i n k 

t h a t i n the evidence th a t carae out today i t v/as 

demonstrated t h a t Yates, one of the p a r t i e s f o r whom v/e 

seek r e l i e f f o r s h u t t i n g i n t h e i r v/ell, recognized by t h e i r 

own actions t h a t there may be some damage from i n j e c t i o n 

i n t o t h e i r ov/n wellbore, and they ceased i n j e c t i n g i n t o 

t h a t wellbore. 

Anadarko, the other party complained of, r e a l l y 

doesn't have any f u r t h e r i n t e r e s t i n t h i s area. By t h e i r 

own correspondence they i n d i c a t e t h a t they v/ould l i k e t o 

s e l l t h i s v/ell, want to s e l l the w e l l t h a t they are 

producing i n t h i s area as w e l l , and they want to get out of 

t h i s area. They r e a l l y don't have much i n the way of 

r i g h t s t h a t need to be protected. 

Yates has already taken steps to p r o t e c t 

themselves against possible damage by c u r t a i l i n g the 

i n j e c t i o n i n t o t h e i r wellbore. I t h i n k t h a t because 

nei t h e r party has not been able to say v/ith c e r t a i n t y v/here 

t h a t water i s going and v/hat damage might be occurring, I 

t h i n k the t h i n g t h a t guides us the most i s the a c t i o n of 

the p a r t i e s , what commonsense actions of reasonably prudent 

operators. I th i n k there may be a problem here. We should 
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back o f f , take a look at i t before v/e go any f u r t h e r , 

before any more damage takes place. 

Therefore, we th i n k t h a t we1 re e n t i t l e d t o the 

r e l i e f t h a t we've asked you f o r . 

EXAMINER STOGNER: Thank you, Mr. Turner. 

I f e e l I'm going to have to take a d m i n i s t r a t i v e 

n o t i c e of Case F i l e 7925, 8234 and 8739. Those were the 

previous orders issued by the Commission, and they were 

presented or shown as e x h i b i t s p r i n t e d by Anadarko today. 

Also, I'd l i k e to request from both p a r t i e s -- or 

a l l three p a r t i e s , depends on how Anadarko and Yates wants 

to handle i t — rough-draft orders i n t h i s instance. I ' l l 

leave i t up to you on the time frame. 

With t h a t , i f there's nothing f u r t h e r i n Case 

Number 11,358, then t h i s n a t t e r w i l l be taken under 

advisement. 

(Thereupon, these proceedings v/ere concluded at 

4 : 4 5 p . m . ) 
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