
1 

STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION COMMISSION 

IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION COMMISSION FOR THE 
PURPOSE OF CONSIDERING: 

APPLICATION OF READ AND STEVENS, INC., 
FOR AN UNORTHODOX INFILL GAS WELL 
LOCATION AND SIMULTANEOUS DEDICATION, 
CHAVES COUNTY, NEW MEXICO 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

COMMISSION HEARING 

BEFORE: WILLIAM J. LEMAY, CHAIRMAN 
WILLIAM WEISS, COMMISSIONER 
JAMI BAILEY, COMMISSIONER 

October 29th, 1996 

Santa Fe, New Mexico 

This matter came on f o r hearing before the O i l 

Conservation Commission, WILLIAM J. LEMAY, Chairman, on 

Tuesday, October 29th, 1996, a t the New Mexico Energy, 

Minerals and Natural Resources Department, Porter H a l l , 

2040 South Pacheco, Santa Fe, New Mexico, Steven T. 

Brenner, C e r t i f i e d Court Reporter No. 7 f o r the State of 

New Mexico. 

* * * 

CASE NO. 11,514 

ORIGINAL 

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



2 

I N D E X 

October 29th, 1996 
Commission Hearing 
CASE NO. 11,514 

PAGE 

EXHIBITS 3 

APPEARANCES 4 

OPENING STATEMENTS: 
By Mr. K e l l a h i n 
By Mr. Bruce 

6 
12 

APPLICANT'S WITNESS: 

TERRY D. PAYNE (Engineer) 
D i r e c t Examination by Mr. K e l l a h i n 14 
Cross-Examination by Mr. Bruce 58 
D i r e c t Examination (Continued) by Mr. K e l l a h i n 65 
Cross-Examination (Resumed) by Mr. Bruce 66 
Examination by Commissioner Bail e y 68 
Examination by Commissioner Weiss 71 
Examination by Chairman LeMay 75 
Redirect Examination by Mr. K e l l a h i n 77 

UMC WITNESS: 

BRET C. JAMESON (Engineer) 
D i r e c t Examination by Mr. Bruce 
Cross-Examination by Mr. K e l l a h i n 
Examination by Commissioner Weiss 
Examination by Chairman LeMay 

79 
97 

110 
112 

CLOSING STATEMENTS: 
By Mr. Bruce 
By Mr. K e l l a h i n 

117 
121 

REPORTER'S CERTIFICATE 129 

* * * 

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



3 

E X H I B I T S 

Applicative 1 s I d e n t i f i e d A d m i t t e d 

E x h i b i t 1 25 58 

Tab 1 25 
Tab 2 27 
Tab 3 28 

Tab 4 33 
Tab 5 35 
Tab 6 36 

Tab 7 38 
Tab 8 41 
Tab 9 41 

Tab 10 43 
Tab 11 48 
Tab 12 50 

Tab 13 51 
Tab 14 52 

E x h i b i t 2 66 66 
E x h i b i t 3 65 66 

* * * 

UMC P e t r o l e u m Corp. I d e n t i f i e d A d m i t t e d 

E x h i b i t 1 81 97 
E x h i b i t IA 82 97 

E x h i b i t 2 85 97 
E x h i b i t 3 87 97 

* * * 

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



A P P E A R A N C E S 

FOR THE COMMISSION: 

LYN S. HEBERT 
Deputy General Counsel 
Energy, Minerals and Natural Resources Department 
2040 South Pacheco 
Santa Fe, New Mexico 87505 

FOR THE APPLICANT and MATADOR PETROLEUM COMPANY: 

KELLAHIN & KELLAHIN 
117 N. Guadalupe 
P.O. Box 2265 
Santa Fe, New Mexico 87504-2265 
By: W. THOMAS KELLAHIN 

FOR UMC PETROLEUM CORPORATION: 

HINKLE, COX, EATON, COFFIELD & HENSLEY 
218 Montezuma 
P.O. Box 2068 
Santa Fe, New Mexico 87504-2068 
By: JAMES G. BRUCE 

* * * 

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 

5 

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

12:50 p.m.: 

CHAIRMAN LEMAY: Okay, we s h a l l continue here by 

c a l l i n g Case 11,514, which i s the A p p l i c a t i o n of Read and 

Stevens f o r an unorthodox i n f i l l w e l l l o c a t i o n and 

simultatneous d e d i c a t i o n of acreage, Chaves County, New 

Mexico. 

This case w i l l be heard de novo by the 

Commission, and I s h a l l c a l l f o r appearances. 

MR. KELLAHIN: Mr. Chairman, I'm Tom K e l l a h i n of 

the Santa Fe law f i r m of K e l l a h i n and K e l l a h i n . 

I'm appearing on behalf of the A p p l i c a n t , Read 

and Stevens, Inc. 

I'm also appearing on behalf of an o f f s e t 

operator t h a t supports the Applicant. That company i s 

Matador Petroleum Company. 

CHAIRMAN LEMAY: Thank you, Mr. K e l l a h i n . 

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

Hinkl e law f i r m i n Santa Fe. I am rep r e s e n t i n g UMC 

Petroleum Corporation. 

CHAIRMAN LEMAY: Thank you. Any other 

appearances? 

W i l l those witnesses who w i l l be g i v i n g testimony 

please stand and r a i s e your r i g h t hand? 

(Thereupon, the witnesses were sworn.) 
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CHAIRMAN LEMAY: Mr. Kellahin? 

MR. KELLAHIN: Thank you, Mr. Chairman. 

Mr. Chairman, on behalf of Read and Stevens, 

we're cisking the Commission t o review t h i s case and t o t r y 

t o persuade you t o agree t h a t i t i s necessary i n t h i s 

p a r t i c u l a r r e s e r v o i r f o r Read and Stevens t o have the 

o p p o r t u n i t y f o r a p r o t e c t i o n w e l l . 

I t w i l l be our evidence, our testimony and our 

conclusion t h a t Read and Stevens needs a p r o t e c t i o n w e l l i n 

the southwest quarter of Section 26, and i n the absence of 

t h a t w e l l , waste w i l l occur and c o r r e l a t i v e r i g h t s w i l l be 

v i o l a t e d . 

To set the stage f o r you, we have an unusual 

circumstance, where i f y o u ' l l look a t the handout I've 

given you — i t ' s the p l a t — I've i d e n t i f i e d two sec t i o n s . 

There's Section 26; t h a t ' s the Read and Stevens s e c t i o n . 

Section 35 i s the UMC se c t i o n . 

Despite the f a c t t h a t i t i s undisputed, and the 

testimony w i l l show t h a t the experts agree t h a t these two 

sections are competing f o r reserves i n the same common 

source of supply, the same i n t e r v a l , those two sections are 

i n f a c t i n d i f f e r e n t pools. I t ' s one of the o d d i t i e s t h a t 

o c c a s i o n a l l y occurs as we manage these pools, t o i n f a c t 

f i n d t h a t one common source of supply i s d i v i d e d i n such a 

way t h a t d e s p i t e the competition, two d i f f e r e n t r u l e s 
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apply. 

I n Section 26 there are two w e l l s t h a t we w i l l 

t a l k about. There's the H a r r i s Federal Number 8 w e l l up i n 

the northwest quarter s e c t i o n of 26, and then there's the 

H a r r i s Federal 4 down i n the southeast q u a r t e r . 

I n Section 35 we're going t o t a l k about two of 

the UMC w e l l s also i n communication w i t h the Read and 

Stevens, w e l l s . The UMC w e l l up i n the northwest corner i s 

the White State 2, and down i n the southeast corner t h a t * s 

the White State 1. 

I n the Section-2 6 area, t h a t has been developed, 

produced and subject t o the B u f f a l o Valley-Pennsylvanian 

gas r u l e s . You may remember t h a t pool, because t w i c e a 

year you v i s i t t h a t pool; i t i s a pr o r a t e d gas p o o l . 

South of Section 26, i n 35, i n Section 35, you 

have the Diamond Mound-Morrow Gas Pool. I t i s not a 

pro r a t e d gas pool. 

When you look a t B u f f a l o V a l l e y , the r u l e s are 

something of a novelty. They have 320-acre gas spacing. 

They provide, however, t h a t standard w e l l l o c a t i o n s are no 

clo s e r than 990 f e e t t o the outer boundary of a 320-acre 

spacing u n i t . 

But they also provide, under one of the r u l e s , 

t h a t they preclude — unless you grant an exception, they 

preclude w e l l s from being located i n e i t h e r the northeast 

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 

8 

quar t e r s e c t i o n or the southwest quarter s e c t i o n . 

The circumstances are such t h a t Read and Stevens 

requested permission t o d r i l l the new w e l l . The new w e l l 

i s the H a r r i s Federal 11 — t h a t ' s the proposed name — 

spotted on the map. That w e l l i s a standard footage from 

the common l i n e w i t h UMC. I t ' s located 990 f e e t back. 

The problem i s , i n order t o d r i l l i t i n the 

southwest quarter we need an exception because i t ' s o f f -

p a t t e r n , i f you w i l l . I n Section 35, the r u l e s f o r t h a t 

p o r t i o n of the pool down there are statewide 32 0-acre gas 

spacing and the common r u l e s t h a t you're f a m i l i a r w i t h , 

where you can d r i l l anywhere i n the spacing u n i t provided 

you're not close r than 1980 from the end or 990 from the 

side boundary. 

The evidence w i l l show you t h a t White State 2 

w e l l i s about 1980 f e e t south of the common s e c t i o n l i n e 

where t h a t s e c t i o n adjoins the Read and Stevens pr o p e r t y . 

That sets up the r u l e s , and t h a t sets up the f a c t 

t h a t h i s t o r i c a l l y , those four w e l l s have competed i n the 

same common r e s e r v o i r . The UMC w e l l s were d r i l l e d before 

the Reeid and Stevens w e l l s . 

The D i v i s i o n Examiner a t t h a t time was David 

Catanach, and I've d i s t r i b u t e d t o you a copy of the 

Examiner Order. I t ' s Order R-10,622. I t ' s from a May 

16th, 1996, hearing. Mr. Catanach agreed w i t h a number of 
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our propositions, and our evidence w i l l demonstrate to you 

that we presented evidence and he concluded that the Number 

11 we l l i n the southwest quarter, i n f a c t , was necessary, 

tha t i t ' s l i k e l y and probable that i t w i l l recover gas 

reserves that might not otherwise be recovered, th a t i n 

f a c t i t was necessary i n order to protect Read and Stevens' 

c o r r e l a t i v e r i g h t s . 

And then Mr. Catanach had a dilemma: Mr. 

Catanach was presented at the Examiner case with an 

incomplete case. Neither I nor the expert witness I'm 

about to present to you were involved i n th a t matter. But 

the record r e f l e c t s that Mr. Catanach was given a geologic 

presentation, he was given decline-curve analysis, which 

gave some extrapolated ultimate gas recoveries per w e l l , 

and th a t was the end of the story. 

The dilemma for Mr. Catanach was th a t he was not 

given gas-in-place calculations by either engineer that 

t e s t i f i e d . There was no attempt to s c i e n t i f i c a l l y present 

a complete reservoir-engineering study from which Mr. 

Catanach or anyone else could have determined r e l a t i v e 

share. 

The r e l a t i v e share, as you know, under 

c o r r e l a t i v e r i g h t s i s the opportunity to produce your j u s t 

and equitable share of recoverable gas underlying your 

t r a c t i n r e l a t i o n to the pool's recoverable gas. 
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And so what we have done i s , we have f i x e d t h a t 

problem, and we are here t o t e l l you the r e s t of the s t o r y . 

Mr. Terry Payne has been r e t a i n e d by Read and 

Stevens a t my request t o do a r e s e r v o i r - e n g i n e e r i n g study. 

Mr. Payne has done the volumetrics, which Mr. Catanach d i d 

not see. Mr. Payne has reanalyzed the d e c l i n e curves and 

very c c i r e f u l l y determined the estimated u l t i m a t e gas 

reco v e r i e s . 

I n a d d i t i o n , Mr. Payne has also modeled the 

r e s e r v o i r . He has taken a l l the a v a i l a b l e engineering data 

and conformed i t and matched i t w i t h h i s t o r i c a l i n f o r m a t i o n 

so t h a t h i s r e s e r v o i r s i m u l a t i o n now can gi v e you an 

accurate and r e l i a b l e f o r e c a s t of what t o do now. 

We w i l l request t h a t you do t h i s , t h a t Mr. Payne 

w i l l demonstrate t o you t h a t a t a r e l e v a n t p o i n t i n time 

t h e r e now remains 8.4 BCF of gas t o be recovered between 

Sections 2 6 and 35 and t h a t the c o r r e l a t i v e - r i g h t s share 

t h a t ' s apportioned t o Section 2 6 i s 5 BCF, t h a t the 

app r o p r i a t e apportioned share of remaining recoverable gas 

t o which UMC i s e n t i t l e d i n Section 3 5 i s 3.4 BCF. 

Mr. Payne w i l l conclude f o r you t h a t i n the 

absence of the p r o t e c t i o n w e l l , two t h i n g s are going t o 

happen. 

There's going t o be about a h a l f a BCF of gas 

t h a t ' s not going t o get recovered. The f o u r w e l l s are not 
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going t o get i t . 

I n a d d i t i o n , without the Read and Stevens 

p r o t e c t i o n w e l l , there's going t o be a s h i f t i n gas 

reserves, a s i g n i f i c a n t s h i f t . The c o r r e l a t i v e r i g h t s a t 

issue i s 3 BCF of gas. Without the p r o t e c t i o n w e l l , i t 

w i l l be h i s conclusion t h a t 3 BCF of gas s h i f t s — 3 BCF of 

gas theit Read and Stevens i s e n t i t l e d t o goes t o UMC. The 

White State 2 and the White State 1 are going t o take the 

gas. 

I f we are allowed t o d r i l l t h i s l o c a t i o n as an 

exception t o the r u l e , we get t o produce gas t h a t would not 

otherwise be recovered, and we get t o balance the i n e q u i t y 

so t h a t we w i l l get our r e l a t i v e share. 

I t i s not Mr. Catanach's f a u l t t h a t the 

p r e s e n t a t i o n was incomplete. He attempted t o deal w i t h a 

penalty. He issued a 50-percent penalty on the l o c a t i o n . 

A matter f o r you t o consider i s what t o do. Mr. Catanach 

was faced w i t h a precedent, t o the best of my knowledge and 

r e c o l l e c t i o n , because I do not remember a disputed case 

t h a t ' s resolved based upon the w e l l being a t a standard-

footage l o c a t i o n , and yet o f f - p a t t e r n . And the dilemma f o r 

him was t o f i g u r e out a penalty. 

We w i l l ask you t o remove the p e n a l t y ; t h a t ' s 

what we're here t o do. We want the penalty o f f . Without 

the penalty, then, our c o r r e l a t i v e r i g h t s are p r o t e c t e d , 

STEVEN T. BRENNER, CCR 
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UMC i s not harmed and equ i t y i s es t a b l i s h e d . 

We w i l l give you the engineering study of Mr. 

Payne, and t h a t ' s something t h a t Mr. Catanach d i d not get 

t o see, and we apologize f o r not showing i t t o him, but we 

have i t now. 

CHAIRMAN LEMAY: Thank you. 

Mr. Bruce? 

MR. BRUCE: Very b r i e f l y , Mr. Chairman, we of 

course disagree. We believe t h i s r e s e r v o i r i s adequately 

developed as i s , and a new w e l l w i l l not produce any 

a d d i t i o n a l reserves. 

I f t h i s new w e l l i s allowed t o be d r i l l e d w i t h o u t 

a p e n a l t y , i t w i l l give Read and Stevens a com p e t i t i v e 

advantage over UMC, and t h e r e f o r e , a t the very l e a s t , a 

penalty i s re q u i r e d . 

Look a t the map Mr. K e l l a h i n handed you. I f you 

look a t Read and Stevens' acreage, i t ' s got w e l l s i n the 

northwest and southeast quarter. I f you look a t UMC's 

acreage, i t ' s got w e l l s i n the northwest and the southeast 

q u a r t e r . You look around t h a t , t o the n o r t h i n Section 23 

i t ' s the same t h i n g . I n Section 25 i t ' s the same t h i n g . 

Read and Stevens i s not the only one t h a t might be a f f e c t e d 

by o f f s e t w e l l s . 

C u r r e n t l y , the production from Section 26 i s 

about a m i l l i o n a day. The production from Section 35 i s 
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about a m i l l i o n a day. They're a t a comp e t i t i v e 

e q u i l i b r i u m r i g h t now. 

I f you allow t h i s w e l l t o be d r i l l e d i n the 

southwest quar t e r , because of the geologic form of t h i s 

r e s e r v o i r , i t w i l l give — there w i l l be o r i e n t e d drainage 

t o the n o r t h and the south, and i t w i l l g ive Read and 

Stevens an advantage over UMC. Like I s a i d , Read and 

Stevens i s n ' t the only one who s u f f e r s from t h i s . 

I f you look a t Section 34, there are two w e l l s 

t h e r e d r i l l e d which d r a i n UMC's acreage. There's w e l l s i n 

Section 6 t o the south, which probably d r a i n the southwest 

q u a r t e r of Section 35, yet UMC can't go d r i l l i t s w e l l i n 

the southwest quarter because under c u r r e n t OCD g u i d e l i n e s 

or OCD r u l e s i t cannot — i t needs a secret handshake, i n 

e f f e c t , t o go i n there and d r i l l and simultaneously 

dedicate w e l l s i n the southwest quarter t o a w e l l t h a t ' s 

over i n the southeast quarter. 

I t would e i t h e r have t o a l t e r n a t e l y produce those 

w e l l s under c u r r e n t — under the l a s t few OCD hearings I've 

done on t h i s , or i t would have t o severely r e s t r i c t 

p r o duction. That's j u s t the way i t goes. I t happens 

sometimes. 

As i t i s , both of these sections are going t o 

produce a huge amount of gas, no one i s a t a co m p e t i t i v e 

disadvantage a t t h i s p o i n t , and t o allow the w e l l w i t h o u t 
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pena l t y would give UMC a competitive disadvantage. 

Thank you. 

CHAIRMAN LEMAY: Thank you, Mr. Bruce. 

MR. KELLAHIN: We'd l i k e t o c a l l Mr. Terry Payne. 

TERRY D. PAYNE. 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Payne, f o r the record, s i r , would you please 

s t a t e your name and occupation? 

A. My name i s Terry Dean Payne, and I'm a c o n s u l t i n g 

petrol€;um engineer. 

Q. Where do you res i d e , s i r ? 

A. I res i d e i n Aus t i n , Texas. 

Q. When and where d i d you ob t a i n your degree? 

A. I obtained my degree from the U n i v e r s i t y of Texas 

a t A u s t i n i n May of 1985. 

Q. On p r i o r occasions have you t e s t i f i e d as a 

petroleum engineer w i t h e x p e r t i s e i n r e s e r v o i r s i m u l a t i o n 

and t e s t i f i e d before, i n f a c t , t h i s O i l Conservation 

Commission? 

A. Yes, s i r , I have. 

Q. Were you a witness i n the o r i g i n a l Examiner 

p r e s e n t a t i o n of t h i s issue t o Examiner Catanach back i n May 

STEVEN T. BRENNER, CCR 
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Of 199(5? 

A.. No, s i r . 

Q„ Following the e n t r y of t h a t order, were you 

r e t a i n e d by Read and Stevens t o perform a r e s e r v o i r study 

w i t h regards t o t h i s t o p i c ? 

A. Yes, I was. 

Q. Were you provided any agenda or preconceived 

conclusions t h a t you were supposed t o attempt t o reach? 

A. No. 

Q. Did you conduct your study i n the f a s h i o n t h a t 

you u s u a l l y do, t o be t o t a l l y independent as a c o n s u l t a n t 

and t o use the best e f f o r t s of your science and your 

a b i l i t y t o give us an accurate and reasonable conclusion 

w i t h resgards t o what t o do? 

A. Yes, s i r , I have. 

Q. Have you completed a l l t h a t work? 

A. Yes. 

Q. I n order t o complete your work, d i d you have 

a v a i l a b l e t o you a l l the necessary geologic and engineering 

data by which you could perform the work t h a t you 

performed? 

A. I suppose you always would love t o have more 

data, but i n t h i s case we have about 3 0 years of p r o d u c t i o n 

h i s t o r y and q u i t e a b i t of pressure data, so we c e r t a i n l y 

have adequate data t o describe the r e s e r v o i r . 
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Q. I s the k i n d of r e s e r v o i r study you performed f o r 

Read and Stevens the k i n d of study t h a t you r o u t i n e l y 

perform f o r numerous c l i e n t s ? 

A„ Yes, s i r , i t i s . 

Q„ And i s t h i s the type of i n f o r m a t i o n t h a t you 

present t o r e g u l a t o r y bodies upon which t o make decisions? 

A., Yes, i t i s . 

Q. On the basis of data, do you f i n d any d i f f i c u l t y 

t h a t you could not resolve based upon the lack of adequate 

data? 

A. No, s i r , there's — As we described before, 

there's ample data t o get a good d e s c r i p t i o n of t h i s 

r e s e r v o i r . 

Q. Have you completed your study? 

A. Yes, I have. 

Q. And based upon t h a t study, do you now have 

conclusions and recommendations f o r the Commission? 

A. Yes, I do. 

Q. As p a r t of your study e f f o r t , d i d you review a l l 

the hearing e x h i b i t s presented by UMC and Read and Stevens 

before Examiner Catanach? 

A. I d i d . 

Q. And d i d you read the t r a n s c r i p t and have you read 

the order issued i n t h a t case? 

A. Yes, s i r . 
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MR. KELLAHIN: We tender Mr. Payne as an expert 

r e s e r v o i r engineer. 

CHAIRMAN LEMAY: His q u a l i f i c a t i o n s are 

acceptable. 

Q, (By Chairman LeMay) Let's t u r n t o the t o p i c of 

the Exeiminer Order, Mr. Payne. I'm going t o show you a 

copy of t h a t order. As you reviewed the Order and went 

about einalyzing the data presented t o Mr. Catanach, 

describe f o r us what i f any s i g n i f i c a n t issues d i d you see 

w i t h the p r e s e n t a t i o n by both UMC and by Read and Stevens. 

A. Well, the most s i g n i f i c a n t issue t h a t was l a c k i n g 

i n my mind i s t h a t the Examiner was not given i n f o r m a t i o n 

on what was the c u r r e n t gas i n place on e i t h e r s e c t i o n , 

Section 26 or Section 35. He was r e a l l y not provided w i t h 

what was the r e o r i g i n a l l y , and c e r t a i n l y wasn't provided 

w i t h what was there today. Nor was he provided w i t h 

i n f o r m a t i o n t h a t would lead him t o — or allow him t o 

determine what was recoverable under e i t h e r s e c t i o n as of 

t h i s date. 

Q. Why i s t h a t an issue? 

A. Well, t h a t seems t o be the t e s t of whether or not 

a w e l l l i k e t h i s i s req u i r e d , i s , i n my mind, and I t h i n k 

i n the Commission's mind, looking a t what i s recoverable 

under each Section today, also l o o k i n g a t what the e x i s t i n g 

w e l l s w i l l recover, and i f there i s a s h o r t f a l l , then the 
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a d d i t i o n a l w e l l i s requ i r e d . I f the e x i s t i n g w e l l s are 

capable of recovering a l l of the recoverable gas on e i t h e r 

s e c t i o n or on the se c t i o n i n question, an a d d i t i o n a l w e l l 

would not be re q u i r e d . 

Q.. We are not t a l k i n g about t r y i n g t o balance 

h i s t o r i c a l l y w i t h t o t a l pool withdrawals f o r each of the 

p a r t i e s ? 

A. No, s i r , we're not. We're t a l k i n g about l o o k i n g 

a t the s i t u a t i o n as i t e x i s t s today and making c e r t a i n t h a t 

e q u i t y i s c a r r i e d forward from t h i s p o i n t , not t r y i n g t o 

make up any past drainage i n the past. 

Q. We're looking a t p r o s p e c t i v e l y what p o r t i o n of 

remaining recoverable gas i s each of the p r o p e r t i e s 

e n t i t l e d t o recover? 

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

Q. A l l r i g h t . As p a r t of your i n v e s t i g a t i o n , d i d 

you examine the geology presented and the engineering data 

a v a i l a b l e from which t o reach a conclusion about whether 

a l l f o u r w e l l s i n t h i s two-section area were competing f o r 

reserves i n the same common source of supply? 

A. Yes, we d i d . We looked a t a much-expanded area 

t h a t w e ' l l t a l k about i n a minute, but our focus was on the 

two sections i n question. 

Q. I s there any doubt i n your mind t h a t Examiner 

Catanach was c o r r e c t when he found, i n f a c t , t h a t these 
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f o u r w e l l s i n these two sections were competing i n the same 

common source of supply? 

A„ No, s i r , there's no doubt about t h a t . 

Q. A l l r i g h t . We're dealing i n lower Pennsylvanian 

r e s e r v o i r ? 

A. Yes. 

Q. As p a r t of your study, d i d you look f o r a d r i v e 

mechanism i n the r e s e r v o i r ? 

A. Yes, I d i d . 

Q. What have you concluded i s the d r i v e mechanism of 

the resservoir? 

A. I t ' s a d e p l e t i o n d r i v e gas r e s e r v o i r . 

Q. We don't have an a c t i v e water d r i v e or a water 

component t o the r e s e r v o i r t h a t a f f e c t s your c a l c u l a t i o n s 

or your conclusion? 

A. No, s i r . 

Q. I s there a s t r u c t u r a l component t o the r e s e r v o i r 

t h a t ' s of such a magnitude t h a t i t a f f e c t s what you do and 

how you d i d i t ? 

A. No, s i r , s t r u c t u r e i s not a c o n t r o l l i n g f a c t o r . 

Q. A l l r i g h t . Examiner Catanach looked and 

concluded t h a t i n r e l a t i o n s h i p t o 2 6 and 35, t h a t i n a 

simple sense the d i s t r i b u t i o n of reserves f o r which the 

w e l l s were competing was apportioned, g e n e r a l l y , i n the 

west h a l f of both of those sections? 
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A. That's c o r r e c t . 

Q. Do you f i n d any evidence t o the contrary? 

A. No, s i r , I t h i n k the geology i n t h a t respect was 

i n p r e t t y good agreement t h a t the channel t h i c k e n s on the 

west side of the sections and t h i n s on the east s i d e . 

Q.. When you look a t the bottom of page 3 of the 

order, the D i v i s i o n has concluded, based upon the estimates 

of u l t i m a t e gas recoveries and some h y p o t h e t i c a l drainage 

c i r c l e s , t h a t there was a d i s t r i b u t i o n of drainage area and 

estimated u l t i m a t e recoveries. 

Independent of t h a t p r e s e n t a t i o n , you have done 

your own work, have you not, s i r ? 

A„ Yes, s i r . 

Q„ And independently, then, you have by various 

methods determined how each of these w e l l s , i n f a c t , has 

produced, w i l l produce and what they w i l l u l t i m a t e l y 

recover? 

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

Q.. A l l r i g h t . When we look a t the e x i s t i n g H a r r i s 

Federal w e l l s i n Section 26, there are two w e l l s t h a t have 

access t o the r e s e r v o i r . There's the H a r r i s Federal 8, up 

i n the northwest corner — 

A. Yes. 

Q. — and the H a r r i s Federal 4 i n the southeast 

q u a r t e r . 
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Which of the two w e l l s i s the b e t t e r w e l l ? 

A.. The H a r r i s 8 i s i n the center of the channel and 

i s a much b e t t e r w e l l . 

Q„ When we look a t Section 35 and the two UMC w e l l s , 

which i s the b e t t e r w e l l , and why? 

A.. The White State 2 i s a b e t t e r w e l l than the White 

1, although they're both very good w e l l s . The 2 i s a 

b e t t e r w e l l . 

Q. Are these two w e l l s competing f o r reserves among 

each other? 

A. The two White State wells? 

Q. A l l f o u r w e l l s . 

A. A l l f o u r w e l l s are competing f o r the same 

reserves. 

Q. There's ab s o l u t e l y no doubt about i t ? 

A. No doubt about i t . 

Q. Okay. When you look a t the pressure data t h a t we 

w i l l examine, i s there a pressure advantage t h a t i s 

c u r r e n t l y enjoyed by one operator over the other? 

A. Yes, there i s . 

Q. What i s the advantage, and i n what d i r e c t i o n ? 

A. Well, one t h i n g we w i l l show i s t h a t the 

r e s e r v o i r pressure on Section 35 i s lower than the pressure 

on Section 26, so we have a m i g r a t i o n of gas from Section 

2 6 t o 3 5 as we s i t here today. 
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Q„ As you've analyzed i t , i s there any reasonable 

p r o b a b i l i t y that Read and Stevens can recover t h e i r 

apportionate share of recoverable gas i n 26, i n the absence 

of the Federal 11 proposed well? 

A„ No, Read and Stevens w i l l suffer a s h o r t f a l l . 

That gas would be recovered on Section 3 5 i f the Harris 11 

were not d r i l l e d . 

Q„ Can that well be put i n one of the two standard 

quarter sections and s t i l l achieve the objective of 

protecting the section from drainage? 

A„ No, i t cannot, not f u l l y protect i t , no. 

Q„ The proper place, i n your judgment as a reservoir 

engineer, i s where, to put the Federal 11 well? 

A.. I t needs to be over i n the southwest corner at 

the proposed location. We've examined other locations, and 

t h i s appears to be the optimum location. 

Q. As part of your analysis, were you — did you 

reach a conclusion as to whether or not, apart from the 

competition, the addition of the Federal 11 well would 

recover gas out of t h i s pool that would not otherwise be 

recoveired? 

A. Yes, s i r , there i s a small amount of incremental 

reserves. I t ' s something on the order of a l i t t l e b i t less 

than a half a BCF. But there i s some gas that would not be 

recovered by the exi s t i n g wells. 
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Q. Half a B sounds l i k e a bunch t o me, Mr. Payne. 

I t may be small t o a f e l l o w l i k e you t h a t deals w i t h these 

fancy r e s e r v o i r s , but i t ' s about a h a l f a B, r i g h t ? 

A. Half a BCF. And i n , roughly, today's d o l l a r s , 

two d o l l a r s an MCF, i t ' s a m i l l i o n d o l l a r s ' worth of gas. 

I t ' s a s i g n i f i c a n t amount of gas. We'll show t h a t the 

study area t h a t we've looked a t has about 86 BCF i n place, 

so t h a t ' s where I term i t a small amount, but c e r t a i n l y not 

i n s i g n i f i c a n t . 

Q. Small i n r e l a t i o n t o what other w e l l s were doing 

among each other? 

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

Q. When you put — Have you analyzed the economics 

of t h i s ? 

A. Yes, s i r , we have. 

Q. As p a r t of your r e s e r v o i r study, i t ' s not s o l e l y 

pointed t o gas volumes; you also put a cost component t o 

t h i s , do you not? 

A. Well, business decisions are important, and 

t h a t ' s how you make the business decisions. 

Q. Were you able t o s a t i s f a c t o r i l y develop the 

necessary data on which t o make accurate v o l u m e t r i c 

c a l c u l a t i o n s of o r i g i n a l gas i n place? 

A. Yes, s i r , we were. 

Q. Were you able t o develop data and i n f o r m a t i o n by 
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which t o c o n s t r u c t accurate d e c l i n e curve a n a l y s i s of a l l 

the r e l e v a n t wells? 

A„ Yes, s i r . 

Q„ And based upon the de c l i n e curve analyses, were 

you able w i t h i n reasonable engineering d i s c r e t i o n s t o 

estimate u l t i m a t e gas recovery f o r each we l l ? 

A. The de c l i n e curves are u s e f u l f o r the c u r r e n t 

scenario. I n terms of ev a l u a t i n g what w i l l happen w i t h the 

proposed w e l l , you need t o go a step beyond t h a t . But we 

d i d look a t the de c l i n e curves, and t h a t ' s an important 

p a r t of what we d i d . 

Q. Without r e s e r v o i r s i m u l a t i o n , i s th e r e any 

reasonable way t o determine or f o r e c a s t , one, where t o put 

the w e l l i n the s e c t i o n , and, i f you put i t t h e r e , what the 

proper p o s i t i o n w i t h i n the quarter s e c t i o n should be? 

A. I suppose there are other ways t o go about i t . I 

t h i n k i t ' s the most accurate, i t ' s the most r e l i a b l e , and 

i t ' s the method we've chosen. And w i t h the amount of data 

t h a t we have, i t , I t h i n k i s the way t o go. I t ' s something 

t h a t w e ' l l describe how we d i d , and i t ' s c e r t a i n l y the most 

r e l i a b l e method t o use. 

Q. I n order t o maintain e q u i t y i n terms of f u t u r e 

c o m p e t i t i o n among the two operators f o r remaining 

recoverable gas, i n your opinion, i s i t necessary t o 

penalize the Federal 11 proposed well? 
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A.. No, s i r , a penalty i s not r e q u i r e d , i s not 

necessary. 

Q, Let's look a t your study, Mr. Payne, and have you 

show us what you d i d and how you d i d i t . 

A, Okay. 

MR. KELLAHIN: The E x h i b i t book, members of the 

Commission, i s simply marked as Read and Stevens E x h i b i t 1. 

Mr. Payne and I w i l l go through each of the d i v i d e r s . 

We'll be r e f e r r i n g t o a d i v i d e r i n the numerical order, but 

t h a t simply r e f e r s t o the d i v i d e r and not the e x h i b i t 

number. 

Q. (By Mr. Kel l a h i n ) A l l r i g h t , l e t ' s s t a r t w i t h a 

quick c h e c k l i s t of what's going t o be i n the e x h i b i t book, 

Mr. Payne. I f y o u ' l l t u r n behind the t a b l e of contents i n 

E x h i b i t 1, t h a t gives us our l i s t of t o p i c s t h a t you have 

w i t h i n the book? 

A. Yes. 

Q. A l l r i g h t . Let's t u r n past t h a t and look a t Tab 

1. Let's go t o the conclusions about what you have 

determined w i l l happen i n the absence of d r i l l i n g the 

Federal 11 w e l l . 

A. Okay. 

Q. Show us what you conclude. 

A. Okay, t h i s i s i n a n u t s h e l l what w i l l happen i f 

the H a r r i s Federal 11 i s not d r i l l e d . And we look a t 
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Section 26, the top l i n e . The cu r r e n t gas i n place on 

Section 26 i s 6.2 BCF. Of t h a t gas, 5 BCF i s recoverable. 

There's 1.2 BCF on t h a t s e c t i o n t h a t ' s j u s t unrecoverable. 

The two e x i s t i n g w e l l s , the H a r r i s 4 and the 

H a r r i s 8, are going t o recover only about 2.5 BCF. So 

there's 2.5 BCF t h a t are unrecoverable by the e x i s t i n g 

w e l l s as we s i t here today. 

On the other" hand, Section 35 c u r r e n t l y has 4.3 

BCF i n place. Of t h a t , 3.4 i s recoverable. But the two 

e x i s t i n g w e l l s are going t o recover 6.4 BCF. Obviously 

they're d r a i n i n g some other t r a c t . A l o t of t h a t comes 

from Section 26 t o the n o r t h , the Read and Stevens s e c t i o n . 

So i n a n u t s h e l l , w i t h o u t the d r i l l i n g of the 

Number 11, there's 2.5 BCF t h a t w i l l be unrecovered by the 

e x i s t i n g w e l l s on 26, and on Section 35 the two w e l l s w i l l 

recover 3 BCF more than the recoverable gas on t h e i r 

s e c t i o n . 

Q. I f UMC i s worried about t h e i r share of 

recoverable gas, should they be worried? 

A. Yes, s i r . 

Q.. Why? 

A. Well — 

Q. I'm so r r y , I said UMC. I meant Read and Stevens. 

A. Well, Read and Stevens should be wo r r i e d . As 

t h i s e x h i b i t shows, there's d e f i n i t e l y a s h o r t f a l l . Their 
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two w e l l s are j u s t not going t o recover the e x i s t i n g gas — 

Q. I s i t t o the advantage of UMC t o maintain the 

st a t u s quo, then? 

A. Yes, i t i s . 

Q. By about 3 BCF? 

A. By about 3 BCF. 

Q. A l l r i g h t . Let's t u r n t o the question t h a t was 

both e r i n g Mr. Bruce about what's happening i n the two pools 

i n terms of exception l o c a t i o n s , o f f - p a t t e r n w e l l 

approvals. I d e n t i f y and describe f o r us the p l a t t h a t ' s 

shown behind E x h i b i t Tab Number 2. 

A. Okay, the map i n E x h i b i t Tab 2 i s a c t u a l l y a 

p u l l - o u t e x h i b i t . I t ' s j u s t f o l d e d i n h a l f and put i n t h a t 

map pocket f o r s i m p l i c i t y . 

But we've colored i n yellow a number of w e l l s 

t h a t are not necessarily exception l o c a t i o n s , but they're 

w e l l s t h a t are d r i l l e d e i t h e r i n the southwest or the 

northeast corner, and those are — of a p a r t i c u l a r s e c t i o n . 

Those are w e l l s t h a t are not orthodox under the c u r r e n t 

B u f f a l o V a l l e y r u l e s . And you can see there's a gre a t 

number of such l o c a t i o n s . This H a r r i s Federal Number 11 

would be the f i r s t t o receive a penalty based on the 

unorthodox l o c a t i o n . I t would be the only one t o do t h a t . 

Q. Do you see any necessity t o maintain the form of 

the r u l e which says, I'm sorr y , C h a r l i e Read, but you can't 
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d r i l l i n the southwest quarter of 26? 

A. Well, not i n t h i s instance. There are c e r t a i n l y 

geologic reasons f o r d r i l l i n g over i n the southwest corner. 

We'll go over those. I don't t h i n k t h a t ' s i n b i g d i s p u t e . 

There are engineering reasons i n terms of recovery and 

economics. The w e l l i s necessary t o recover gas t h a t 

otherwise won't be recovered. 

And as you went over i n the opening, again, what 

appears t o have happened here i s t h a t the pools have j u s t 

through development grown together. They were o r i g i n a l l y 

thought t o be separate. They c e r t a i n l y look t o be a common 

source of supply now, so we have a prorated pool i n one 

s e c t i o n , producing from the same r e s e r v o i r w i t h an 

unprorated pool j u s t t o the south. 

Q. Let's t u r n t o the r e s e r v o i r data. I f y o u ' l l look 

behind Tab 3, l e t me have you discuss and describe t h a t 

i n f o r m a t i o n . 

A. Okay, t h i s i s j u s t a r e s e r v o i r data sheet t o give 

some very basic r e s e r v o i r engineering parameters. 

And the depth of t h i s r e s e r v o i r i s approximately 

8700 f e e t . The i n i t i a l r e s e r v o i r pressure was about 3400 

p . s . i . Reservoir temperature was about 165 degrees, s t i l l 

i s . Gas g r a v i t y of .65. I m p u r i t i e s were minimal. The 

i n i t i a l gas formation f a c t o r was 216 standard cubic f e e t — 

or cubic f o o t — and the o r i g i n a l gas i n place from 
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v o l u m e t r i c determination was about 86 BCF. 

And t h a t 86 BCF i s i n about a 15-square-mile 

study area t h a t we are looking a t . And we can — w e ' l l 

show i t t o you, define i t a l i t t l e b e t t e r on a f u t u r e 

e x h i b i t . But t h a t ' s about a 15-square-mile area t h a t we 

have chosen as a study area, t h a t i s r e p r e s e n t a t i v e of 

Sections 26 and 35. 

Q. Before I f o r g e t t o ask you, we've focused on two 

sec t i o n s , but the study area was the 15-square-mile area. 

Why d i d you have such a large area f o r the study area? 

A. Well, I probably should have t a l k e d about t h a t on 

the previous e x h i b i t . I f we could go back t o E x h i b i t 2, 

I ' l l d e f i n e e x a c t l y where the study area i s . 

We s t a r t e d up i n Section 15, which i s northwest 

of Section 26. We went from 15, 14 and 13, going t o the 

east, those three sections. Then we came a l l the way down 

past Sections 34, 35 and 36, down i n t o Sections 1, 6, 5 and 

4, below Section 35. 

So we chose t h a t area because b a s i c a l l y we knew 

we were going t o do a s i m u l a t i o n study, we knew t h a t we 

would have t o cut the model o f f a t some p o i n t . We looked 

a t the EURs of a number of the w e l l s i n the area, and t h a t 

seemed t o be a good place t o stop i t f o r two reasons. 

I t appeared t h a t the channel t h a t we were 

studying tended t o d i e out i n east and west d i r e c t i o n s a t 
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about t h a t p o i n t . 

And t o the n o r t h and south i t looked l i k e maybe 

we were g e t t i n g i n t o some overlapping channels or 

something, because the area around t h i s study area, the 

EURs f o r these w e l l s , were very small, e i t h e r zero or a 

t e n t h of a BCF or a h a l f a BCF. Something very small i n 

terms of the average recovery f o r the f i e l d . 

So those looked t o be good r e s e r v o i r l i m i t s , and 

t h a t was the basis f o r our choosing and d e f i n i n g t h i s 

p a r t i c u l a r study area. 

Q. What's wrong w i t h simply t a k i n g the two sections 

and adding a spacing u n i t a l l the way around the two 

sections and make t h a t your study area? 

A, Well, there appears t o be very good communication 

up and down t h i s channel, and j u s t imposing l i m i t s on the 

outside of these two sections would impose some boundary 

e f f e c t s t h a t you wouldn't p r o p e r l y c h a r a c t e r i z e i n the 

model i f you manually j u s t put a boundary t h e r e y o u r s e l f . 

There are t h i n g s going on i n the r e s e r v o i r t h a t you would 

not account f o r . 

Q, By c r e a t i n g a l a r g e r area, have you i n e f f e c t 

moved the i n f l u e n c e of the boundary e f f e c t s f a r beyond how 

i t might change the r e l a t i v e share i n Sections 2 6 and 35? 

A.. Yes, s i r , we have. We've c e r t a i n l y i n s u l a t e d 

them from any boundary e f f e c t s of the model. We've moved 
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them where we can t o a r e s e r v o i r l i m i t , and t h a t i s i n most 

of the area. 

But there t o the northeast and southwest, we've 

moved i t t o areas where there's very l i t t l e gas movement, 

because the EURs are so small f o r those w e l l s , there's j u s t 

not much gas moving there. So t h a t ' s a good place f o r a 

gas boundary also. 

Q. I n terms of the volumetrics, t h e r e are some 

geologic values and parameters used i n the v o l u m e t r i c s , are 

the r e not? 

A. Yes, there are. 

Q. How were you able t o s a t i s f y the component t o 

give you an appropriate shape and size f o r the container by 

which you've c a l c u l a t e d the volume? 

A. Well, I worked together w i t h Mr. Brannigan who 

provided the geologic i n t e r p r e t a t i o n , but we have a great 

amount of production data from these w e l l s , and we also 

have a good deal of pressure data t h a t w e ' l l look a t i n a 

minute, t h a t from a m a t e r i a l balance study very c l e a r l y 

d e f i n e d the s i z e of the r e s e r v o i r . 

So we looked a t i t from a vo l u m e t r i c standpoint, 

from a material-balance standpoint, and then also d i d the 

s i m u l a t i o n study. And a l l three of those came t o a number 

of about 86 BCF. 

Q. When we t u r n behind the f i r s t d i s p l a y i n t h a t 
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s e c t i o n , what do we then see? 

A. This i s the basis f o r our i n i t i a l r e s e r v o i r 

pressure of 3400 pounds, and i t ' s a DST taken i n the H a r r i s 

Federal Number 2 upon completion i n 1975. And i t shows 

t h a t the i n i t i a l pressure was r i g h t at 34 00 pounds. 

Q. Okay, the next d i s p l a y a f t e r t h a t ? 

A, The next d i s p l a y a f t e r t h a t i s a c o l o r t a b where 

we show the i n i t i a l r e s e r v o i r pressure data based on the 

s t a t e completion forms, the C-122s. 

And the basic p o i n t t o take away from t h i s 

e x h i b i t i s t h a t you can see up u n t i l the e a r l y 1980s, e a r l y 

1982 or 1983, we were s t i l l f i n d i n g a number of w e l l s up i n 

the 3400-pound pressure range. We were seeing a number of 

w e l l s t h a t were being d r i l l e d i n areas t h a t were not y e t 

been drained. 

Since about 1983, we r e a l l y haven't d r i l l e d any 

w e l l s i n the f i e l d t h a t are not — or t h a t are p e n e t r a t i n g 

areas of the r e s e r v o i r t h a t have not been a f f e c t e d t o some 

degree by drainage. What t h a t i n d i c a t e s t o me i s t h a t 

t h e r e i s a t l e a s t some degree of communication throughout 

the r e s e r v o i r . Some areas are being drained b e t t e r than 

others,, but there's some degree of communication throughout 

t h i s channel system. 

Q.. Okay, what happens next? 

A.. The next page i s simply j u s t the backup t a b u l a r 
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data f o r t h a t p l o t . 

Q. Are you s a t i s f i e d t h a t you had enough r e l i a b l e 

pressure data t o give you a good c o n t r o l parameter as you 

continued w i t h your work? 

A, Yes, I am. 

Q„ We have a d i s t r i b u t i o n of data p o i n t s over 

ap p r o p r i a t e periods of time t h a t i f you're going t o match 

the pressure, you have a good data p o i n t t o match to? 

A,. Yes. 

Q„ What happens when we t u r n behind Tab 4? 

A„ Well, Tab 4 i s a study area, P/Z p l o t . And Read 

and Stevens, i n August and September of 1993, went out i n t o 

the f i e l d and d i d long-term pressure buildup surveys i n 

nine w e l l s . That's about h a l f the w e l l s i n the study area. 

Q. When was t h i s , Mr. Payne? 

A. August and September of 199 3. 

Q. 1993? 

A. Yes, 1993. 

Q. A l l r i g h t . 

A. With t h a t data — and i t was analyzed by 

Schlumberger, modeled, v e r i f i e d . I t h i n k the r e s u l t s are 

very sound and very reasonable. 

We took t h a t , we knew the production of the study 

area a t t h a t p o i n t i n time. We also had these pressures 

from the buildup surveys. So w i t h t h a t data we constructed 
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a study area, a P/Z p l o t . And as you can see, t h i s l i n e 

happens t o be j u s t a least-squares f i t from the i n i t i a l 

r e s e r v o i r pressure through the data t h a t was obtained i n 

1993, and i t also shows an o r i g i n a l gas i n place of about 

86 BCF. 

So w i t h the average r e s e r v o i r pressure, or 

average study-area pressure i n 1993, combined w i t h what we 

knew the o r i g i n a l study-area pressure t o be, we were able 

t o c o n s t r u c t t h i s p l o t and also give us a r e a l l y good 

i n d i c a t o r of o r i g i n a l gas i n place. 

Q, You've used a catch-phrase: least-squares f i t ? 

A., Yes. 

Q„ Now, i s t h a t a s t a t i s t i c a l l y v a l i d methodology t o 

apply i n order t o put a decline over — a d e c l i n e l i n e on 

here by which you can forecast u l t i m a t e gas recovery? 

A.. Well, i t — 

Q„ I'm s o r r y , gas i n place — 

A„ Yeah. 

Q„ — we're looking a t gas i n place. 

A„ Yes. The least-squares f i t j u s t means t h a t I 

haven't sat here and decided where t o put t h i s l i n e ; i t ' s a 

mathemcitical computation of f i t t i n g t h a t data. And, you 

know, I guess i t ' s l i k e d e cline curves: One person might 

draw i t one place, another person somewhere el s e . But t h i s 

i s a c t u a l l y a least-squares f i t , i t ' s a mathematical f i t of 
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t h a t data. 

Q„ A l l r i g h t . Okay, what's a f t e r t h a t ? 

A„ The next page i s simply the backup tab f o r t h a t . 

I t shows the w e l l s t h a t were surveyed, the a c t u a l pressure 

t h a t was determined, the Z f a c t o r and the c a l c u l a t e d P/Z 

p o i n t f o r each w e l l . 

Q„ A l l r i g h t . You now move i n t o the v o l u m e t r i c 

c a l c u l c i t i o n s , i f you w i l l ? 

A.. Yes. 

Q„ A l l r i g h t . I f we t u r n behind Tab 5, take us 

through t h i s d i s p l a y . 

A., Okay. What we're showing here i s the o r i g i n a l 

gas i n place and the recoverable reserves on each of the 

two s e c t i o n s , Sections 26 and 35. We — I f we j u s t take 

the top l i n e , we move through the v o l u m e t r i c parameters of 

r e s e r v o i r volume from the net-pay map, the average p o r o s i t y 

and water s a t u r a t i o n , the i n i t i a l gas formation volume 

f a c t o r , and w i t h those values we can c a l c u l a t e the o r i g i n a l 

gas i n place on Section 26, and t h a t ' s 18.6 BCF of gas 

o r i g i n a l l y i n place. 

We now know — We a n t i c i p a t e t h a t the abandonment 

pressure w i l l be about 250 p . s . i . f o r the f i e l d , 

abandonment gas formation f a c t o r i s about 15. Therefore, a 

c a l c u l a t e d recovery f a c t o r — or the recovery f a c t o r you 

c a l c u l a t e i s about 93 percent of the gas i n place f o r t h a t 
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r e s e r v o i r . That means t h a t of the 18.6 BCF i n place, about 

17.4 BCF i s recoverable on Section 26. 

Now, i f you go through the same exercise f o r 

Section 35, they o r i g i n a l l y had 12.9 BCF of gas i n place, 

and 12.0 BCF of t h a t i s recoverable. 

So there's about 1.2 BCF on Section 26 t h a t i s 

not recoverable, and about .9 BCF on Section 35 t h a t ' s not 

recoverable. 

Q, The volumetrics a t t r i b u t a b l e t o Section 26 and 35 

are derived from the study area t h a t had 8 6 BCF i n i t ? 

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

Q, A l l r i g h t . Okay. 

A., So you can see these two sections are an 

important p a r t . We've got over 3 0 BCF of the 8 6 t o t a l i n 

place. So these are two key sections. 

Q„ Turn behind Tab 6 and have you go through the 

a n a l y s i s , then, and t h i s i s wi t h o u t the proposed Federal 11 

wel l ? 

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

Q.. What happens? 

A,. Well, we knew from a volumetric standpoint what 

was i n place and what was recoverable. The next step was 

t o see, what are the e x i s t i n g w e l l s t r u l y going t o do? 

So we l i s t a l l of the w e l l s i n the study area, 

and i n the second column we l i s t t h e i r c u r r e n t cum 

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 

37 

produc t i o n i n BCF, and out of the study area t h a t t o t a l i s 

about 55 BCF. 

Then we looked a t a couple of d i f f e r e n t 

techniques. 

We looked a t a rate-versus-cum p l o t on each w e l l , 

and a l l of those are shown j u s t behind here. I won't go 

through each one of them, but they're there t o look a t . 

And we also looked a t the p u b l i c l y a v a i l a b l e P/Z 

data from the s t a t e s h u t - i n t e s t , the 24-hour s h u t - i n s . 

And they're i n reasonable agreement w i t h the rate-cum 

p l o t s . I t looks l i k e , bottom-line number, t h a t the 

e x i s t i n g w e l l s are going t o recover about 71 BCF of the 86 

i n place. 

But we j u s t looked a t i t two d i f f e r e n t ways: a 

rate-cum and a P/Z, t o see — And you can look a t each of 

the i n d i v i d u a l w e l l s ; they're a l l i n general agreement. 

Q. And you have the declines p l o t t e d f o r each of the 

w e l l s i n the study area, and t h a t ' s what's shown behind the 

summary sheet? 

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

Q. A l l r i g h t . When we look a t the two techniques, 

the r a t e versus cum and the P/Z technique, and i t looks t o 

be your — what? About a h a l f a BCF, or le s s , d i f f e r e n c e 

i n applying the two techniques? 

A. Yes. 

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 

38 

Q. I s t h a t a d i f f e r e n c e of s i g n i f i c a n c e ? 

A. No, i t ' s not, and again, the P/Z data, you know, 

i s from the s t a t e 24-hour shut-ins. That's not the most 

r e l i a b l e data i n the world t o look a t . But we d i d want t o 

look a t i t , and i t does give you general agreement w i t h the 

rate-versus-cum p l o t s . 

Q., So what's the p o i n t when you look a t the two 

d i f f e r e n t techniques and you get about 71 BCF? 

A.. Well, the r e a l p o i n t here i s t h a t you can look a t 

i t a couple of d i f f e r e n t ways, and w e ' l l break i t down t o 

the two important sections here, 2 6 and 35, but we're 

coming a t the reserves a couple of d i f f e r e n t ways, before 

we even get t o the s i m u l a t i o n study, t h a t g i v e us about the 

same number i n terms of recovery f o r the e x i s t i n g w e l l s . 

Q., What's t h a t beginning t o t e l l you as a r e s e r v o i r 

engineer? 

A., Well, you're f e e l i n g more and more c o n f i d e n t 

about the conclusions t h a t you're reaching as you go along. 

I f you're l o o k i n g a t i t from a number of d i f f e r e n t ways and 

the r e s u l t s are s i m i l a r , i t gives you a warm fuzzy about 

where you're headed w i t h the conclusions. 

Q. A l l r i g h t Let's go t o Tab 7 and look a t the 

d i s p l a y behind Tab 7. 

A. Okay, t h i s does — 

Q. We're now moving i n t o d e c l i n e curve a n a l y s i s on 
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the two sections? 

A., Yes, we are. 

Q„ Okay. 

A„ Again, we break i t down, instead of j u s t l o o k i n g 

a t the two sections, the components of those i n the 

i n d i v i d u a l w e l l s . But on Section 2 6 we have the H a r r i s 4 

and the H a r r i s 8, and we show the cum produ c t i o n from t h a t 

s e c t i o n t o date, and t h a t ' s 6.1 BCF. And then we show the 

d e c l i n e curve EUR, which was i n general agreement w i t h the 

P/Z of about 8.7. So on Section 26 i t looks l i k e we're 

>going t o recover about 2.6 BCF of a d d i t i o n a l gas i f the 

H a r r i s Federal 11 i s not d r i l l e d . 

Now, we had p r e v i o u s l y c a l c u l a t e d t h a t on Section 

2 6 t h e r e was 17.4 BCF of recoverable gas, but the two w e l l s 

are only going t o get 8.7. Obviously, we have an 8.7 BCF 

s h o r t f a l l . So t h a t t e l l s you r i g h t t here t h a t there's a 

tremendous s h o r t f a l l i n terms of reserves t h a t w i l l be 

unproduced from the e x i s t i n g w e l l s . 

Now, you c o n t r a s t t h a t w i t h Section 35. The 

White 1 and White 2 have combined t o produce about 9.1 BCF. 

They're 3 BCF ahead of us i n terms of c u r r e n t cum. And 

again, we're not t r y i n g t o go back and f i x t h a t ; we can't 

do t h a t . What we are looking at i s , where are we today? 

But they are 3 BCF ahead. 

Their d e c l i n e curve, EUR f o r the two w e l l s i s 
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about 14.2, so they're going t o get a l i t t l e over an 

a d d i t i o n a l 5 BCF. 

But the s e c t i o n recoverable reserves we had 

p r e v i o u s l y c a l c u l a t e d were only 12 BCF. So obviously 

they're going t o d r a i n 2.2 BCF o f f of another s e c t i o n . 

They're going t o get 2.2 more than i s recoverable under 

t h e i r t r a c t . 

Q„ Are you a b s o l u t e l y persuaded t h a t ' s r i g h t ? I s 

t h e r e any k i n d of mistake about th a t ? 

A. Well, a t t h i s p o i n t i n time, t h i s was j u s t 

v o l u m e t r i c s , d e c l i n e curves. We d i d want t o c a r r y i t a 

step f u r t h e r and — 

Q. So you don't know yet f o r sure, but under t h i s 

decline-curve a n a l y s i s , you've concluded t h a t t hey're going 

t o recover more than 2 BCF more than t h e i r share of 

recoverable gas underneath the section? 

A. Well, what concerned me a t t h i s p o i n t was the b i g 

s h o r t f c i l l i n Section 26. 

Q. Okay. 

A. I t seemed too b i g t o be reasonable. And i t 

wasn't u n t i l we d i d the s i m u l a t i o n study, r e a l i z e d the 

magnitude of communication and where the gas was t r u l y 

moving i n the r e s e r v o i r , t h a t i t a l l f e l l i n t o place. 

Q. Okay. 

A. But we were convinced a t t h i s p o i n t t h a t t h e r e 
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was a s h o r t f a l l on Section 26. 

Q. A l l r i g h t . You've worked through the v o l u m e t r i c 

methodology, you've looked a t the decline-curve 

methodology. You're now ready t o move i n t o the next 

chapter, and t h a t i s t o perform r e s e r v o i r s i m u l a t i o n ? 

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

Q. A l l r i g h t , l e t ' s s t a r t w i t h the f i r s t data a f t e r 

E x h i b i t Tab 8 and look a t the model i n p u t data. 

A.. Okay. This does j u s t describe the i n p u t data 

t h a t we used f o r the model. We used a single-phase gas-

s i m u l a t i o n model. I t was a g r i d o r i e n t a t i o n of 24 c e l l s 

east and west and 43 c e l l s n o r t h and south, f o r a t o t a l 

number of g r i d blocks of 1032. Each one was 660 by 660. 

And we had the 22 w e l l s from the study i n the model. 

Our net thickness came from the net-pay map. 

Po r o s i t y and water s a t u r a t i o n came from l o g a n a l y s i s . Our 

i n i t i a l pressure was, as we've seen before, 3400 pounds, 

g r a v i t y of .65 and temperature of 165. 

And when we i n i t i a l i z e d the model, i t also had a t 

about 86 BCF of gas i n place, and t h a t agreed w i t h t he 

material-balance number and w i t h the vo l u m e t r i c number. 

Q. Let's t u r n t o E x h i b i t Tab 9 and have you i d e n t i f y 

and describe t h i s d i s p l a y . 

A. This i s j u s t t o give you an a r e a l viewpoint of 

the g r i d as i t o v e r l a i d the net-pay isopach. And each of 
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the model c e l l s were assigned a value t h a t corresponded t o 

the average thickness of t h a t c e l l . The program takes a 

f i v e - p o i n t average; i t gets the value a t each corner and i n 

the center, and then assigns the average of those numbers 

as the value f o r t h a t c e l l . 

And there's a 3-D p i c t u r e of i t . I t ' s a l i t t l e 

b i t crowded on the next page, but i t — j u s t t o g e n e r a l l y 

show you t h a t — the r e l a t i v e size of the c e l l s and the 

r e l a t i v e thickness i n terms of net pay of each c e l l . And 

t h i s 3-D re p r e s e n t a t i o n does correspond w i t h the net-pay 

map. 

Q,. Did you attempt t o u t i l i z e the UMC net-pay map 

t h a t they introduced t o Examiner Catanach back i n May of 

1996 t o see what you could c a l c u l a t e t o be the gas-in-place 

volume using the UMC map? 

A„ Yes, s i r , we d i d . 

Q„ And what d i d you conclude? 

A„ Well, we — Their map was very close. They 

got about 80 BCF of gas i n place, and t h a t ' s c e r t a i n l y 

w i t h i n — 

Q, Using t h e i r map, you c a l c u l a t e d , they d i d n ' t 

c a l c u l a t e ? 

A.. I'm sor r y , t h a t ' s r i g h t . Using t h e i r map, we 

c a l c u l a t e d — Using the same parameters t h a t we used f o r 

our map, or our c a l c u l a t i o n s , we determined t h a t t h e i r map 
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had about 80 BCF of gas i n place. So you're r e a l l y i n very 

good agreement there between the two maps. 

We do have a couple of problems w i t h some pick s 

t h a t they made t o the n o r t h , and we can c e r t a i n l y t a l k 

about those. There's obviously some e r r o r s from t h e i r map 

up t o the n o r t h t h a t give i t a l i t t l e b i t smaller value. 

We were curious why i s t h e i r s smaller. We went w e l l by 

w e l l by w e l l t o see what the d i f f e r e n c e i s , and up i n the 

area t o the n o r t h of the map there's a couple w e l l s where 

they've j u s t got too l i t t l e pay. 

Q.. A l l r i g h t . And once you made the adjustments t o 

the values i n t h e i r map, you could understand why they only 

had 80 BCF i n place — 

A. Yes, s i r . 

Q. — i n the study area? 

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

Q. Now we're comparing study area, the same — 

A, That's r i g h t . 

Q, — the same area? 

A. Our map and t h e i r map i n Sections 2 6 and 3 5 were 

r e a l l y p r e t t y close. There was not t h a t much v a r i a t i o n i n 

those two sections. 

Q. A l l r i g h t . When we go t o Tab 10, what happens 

now? 

A. Well, once we had i n i t i a l i z e d the model and we 
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had the producing w e l l s i n there, we went through the 

history-match phase. And b a s i c a l l y these are the r e s u l t s 

o f the h i s t o r y match. 

What we're representing here, up through the 

c u r r e n t time p e r i o d , there are fo u r curves t h a t are 

depicted on here. Let's take them one by one. 

The s o l i d red curve are the a c t u a l monthly 

produc t i o n r a t e s f o r each w e l l . 

The blue c i r c l e s are then the simulated 

p r o d u c t i o n r a t e s , both during the history-match phase and 

the production — I'm sor r y , p r e d i c t i o n phase of the study. 

We then have some green squares — Let me stop r i g h t t h e r e . 

Both of those values correspond w i t h the l e f t - h a n d Y a x i s , 

so you've got monthly gas production on the l e f t hand, and 

i t corresponds w i t h the red l i n e s which are a c t u a l r a t e s , 

and the blue c i r c l e s which are the simulated r a t e s . And as 

you can see here, we've got a very good match on the 

produc t i o n f o r the H a r r i s Federal Number 4. 

On the right-hand Y a x i s , we have r e s e r v o i r 

pressure, and the green dots are a c t u a l r e s e r v o i r pressures 

f o r the i n d i v i d u a l w e l l s . The p o i n t t h a t ' s shown — w e l l , 

and then we have a c t u a l l y — The pink X's are then the 

simulated r e s e r v o i r pressures, which also , of course, 

correspond w i t h the right-hand a x i s . But you've got a c t u a l 

r a t e s , simulated r a t e s , a c t u a l pressures and simulated 
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pressures. 

And you can see here on the H a r r i s 4 — we won't 

go through each and every one of them, but t h e r e i s a 

pressure p o i n t t h a t ' s a l i t t l e b i t obscured i n August of 

1993. I t ' s the green dot t h a t lays r e a l l y d i r e c t l y under 

the pink l i n e , and t h a t ' s j u s t s i g n i f y i n g t h a t we d i d match 

the r e s e r v o i r pressure i n the simulator on the H a r r i s 4. 

This then also shows the blue dots extending on 

out i n t o the f u t u r e and the pink X's extending on out i n t o 

the f u t u r e , and i t shows you the p r e d i c t e d r a t e s f o r t h a t 

w e l l and the p r e d i c t e d r e s e r v o i r pressure d e c l i n e f o r t h a t 

w e l l . 

But t h a t ' s the match t h a t we achieved f o r the 

H a r r i s Federal Number 4, which i s the southernmost w e l l i n 

Section 26. 

The next page shows you the match t h a t we 

achieved f o r the H a r r i s 8, which i s the northernmost w e l l 

i n Section 26, and again there i s a green dot a t the 

i n i t i a l completion of the w e l l , but i t ' s under the pink 

l i n e . And then i n mid-1993, we again see a green square 

t h a t ' s again covered by the pink l i n e or the p r e d i c t e d 

pressures. 

We — and again, we won't go through a l l of 

these, but — 

Q. Turn down t o the White State ones, though. 
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A„ Okay. Well, we've got a l l of the w e l l s , the 

H a r r i s w e l l s and a couple of others, where we had the 

measured pressures and those match very w e l l , we matched 

a l l those very w e l l . 

Q, So you're matching t o pressure, and i n doing so 

you're honoring the h i s t o r i c production? 

A, Well, we're matching both production and 

pressure. 

Q, Okay. 

A. The production i s an in p u t value. We gi v e the 

w e l l a t a r g e t r a t e t o t r y t o make t h a t i s the a c t u a l 

p roduction. Obviously, i f i t can't make t h a t r a t e i n the 

model, you've got something wrong i n terms of gas i n place, 

or not enough pressure there. 

But where i t does achieve the t a r g e t r a t e t h a t 

you've given i t , your next check on, do you have the proper 

gas t h e r e a t the proper time, i s your check on pressure. 

So you've got a r a t e check and a material-balance check 

w i t h your r a t e s and pressures. 

Q, Okay. 

A. The l a s t two w e l l s i n the d i s p l a y behind Tab 

Number 10 are the White State Number 1 and the White State 

Number 2. Now, obviously we d i d n ' t have any long-term 

pressure buildup data on those w e l l s , but we have compared 

these matches t o the 24-hour s h u t - i n , the s t a t e s h u t - i n 
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t e s t s , and I have those e x h i b i t s i f we want t o look a t 

them. But we have a very good match i n terms of pressure 

on those two w e l l s also. 

Q„ The l a s t sheet i n t h i s s e c t i o n , before we go t o 

11, i s a t a b l e , a summary table? 

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

Q„ Describe f o r us what t h i s shows. 

A.. Well, these are the EUR, the estimated u l t i m a t e 

recovery f o r each of the same 22 w e l l s t h a t we've been 

lo o k i n g a t so f a r , as a r e s u l t of the s i m u l a t i o n study. 

Now, i n general, we're i n p r e t t y good agreement 

i n terms of the rate-cum and the P/Z. But you do n o t i c e 

t h a t the o v e r a l l t o t a l i s a l i t t l e b i t higher. I t h i n k 

t h a t one t h i n g t h a t ' s happening i s t h a t the model 

recognizes the f a c t t h a t some of these w e l l s , the 

recoveries are going t o — or the r a t e s are going t o 

f l a t t e n out l a t e r i n t h e i r l i f e . I t h i n k w i t h the rate-cum 

p l o t s t h a t we looked a t before, t h a t wasn't r e a l l y b u i l t 

i n ; we're doing more of an exponential-type d e c l i n e . But 

the model does recognize t h a t the r a t e s are going t o 

f l a t t e n out as you get more and more f e e t i n from the 

m a t r i x , 

But i n general, the agreement i s p r e t t y good 

between the s i m u l a t i o n recoveries and the d e c l i n e 

r e c o v e r i e s . And again, t h i s i s a l l w i t h o u t the proposed 
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w e l l . We d i d not put the proposed w e l l i n t o the model a t 

t h i s p o i n t . 

Q„ Okay, l e t ' s put the proposed w e l l i n . 

A.. Okay. 

Q„ I f y o u ' l l t u r n behind E x h i b i t Tab 11, l e t ' s see 

what happens. 

A„ Well, behind E x h i b i t 11 i s a p r o j e c t i o n of what 

the proposed w e l l , the H a r r i s 11, would produce i f i t came 

on e s s e n t i a l l y November 1st, and i t looks l i k e i t would 

make between 1.3 and 1.4 m i l l i o n a day, i n i t i a l l y . That 

r a t e would d e c l i n e down p r e t t y r a p i d l y t o less than a 

m i l l i o n a day. 

But i t also shows the e x t r a p o l a t i o n of what the 

r e s e r v o i r pressure would do as the w e l l i s depleted. And 

you can see t h a t there has been some d e p l e t i o n of t h i s area 

by the e x i s t i n g w e l l s . There has been communication, there 

has been drainage. 

I n the area t h a t we would propose t o d r i l l the 

w e l l , the pressure has declined from about 3400 pounds 

i n i t i a l l y , down t o below 1500 pounds. So t h a t area has 

been depleted t o some extent, but w e ' l l show you i n a 

l i t t l e b i t , i t ' s c e r t a i n l y not as w e l l drained as the other 

areas i n the f i e l d . 

Q. When you t a l k about the proposed w e l l , you're 

p u t t i n g i t i n the model i n the p o s i t i o n Read and Stevens 
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would l i k e t o d r i l l i t i n the southwest quarter? 

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

Q, I t ' s i n the appropriate c e l l , then, t o be i n t h a t 

l o c a t i o n ? 

A., I t ' s i n the appropriate c e l l , and i t ' s important 

also t o note t h a t we're a l l o w i n g i t t o produce a t the r a t e 

we p r e d i c t t h a t i t w i l l come on a t , and i t ' s not a 

penalized allowable; i t ' s the r a t e w i t h o u t p e n a l t y . 

Q., A l l r i g h t . When you look a t i t s i n i t i a l s t a r t i n g 

r a t e , what k i n d of volume on a d a i l y basis are we l o o k i n g 

a t f o r the proposed well? 

A. I t ' s a l i t t l e over 1.3 m i l l i o n a day. 

Q. A l l r i g h t . And the spacing u n i t under the 

p r o r a t i o n system, I t h i n k , gets 1.1 m i l l i o n a day 

c u r r e n t l y ? 

A. That's the top cur r e n t allowable, t h a t ' s c o r r e c t . 

Q. And you get t o produce — you get t o c a r r y a s i x -

times-over production allowable i n southeastern New Mexico, 

so would t h i s w e l l under t h i s assumption have t o be 

c u r t a i l e d as a nonmarginal well? 

A. I don't t h i n k so, because w i t h i n about t h r e e or 

fo u r months we're down t o the allowable r a t e . So i n a very 

s h o r t p e r i o d of time, the dec l i n e gets down e i t h e r a t or 

below the allowable, and then we can s t a r t making up the 

overproduction. 
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Q„ A l l r i g h t . So the fo r e c a s t or the assumptions 

made i n the model as t o what i t would be allowed t o produce 

a t i n i t i a l l y i s consi s t e n t w i t h what i t could do? 

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

Q„ And there was no need t o impose a l i m i t a t i o n i n 

the w e l l , i n the model, because of some allowable issue? 

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

Q, A l l r i g h t , what happens then? Having done t h a t , 

what's the r e s u l t ? 

A. Well, the next page i s a tab much l i k e we've been 

l o o k i n g a t before, and you see t h a t we've added i n the 

proposed w e l l , down near the bottom, and the estimated 

u l t i m a t e recovery f o r the proposed H a r r i s Number 11 i s 

about 3 BCF. 

Now, we won't go through each of them side by 

side, but t h a t recovery does come from the H a r r i s 8 and the 

H a r r i s 4, as w e l l as s l i g h t e f f e c t s on some of the other 

surrounding w e l l s . But we've got a tab here i n j u s t a 

second t h a t describes the exact impacts on Section 2 6 and 

Section 35. 

Q. Okay, l e t ' s t u r n t o Tab 12 and have you i d e n t i f y 

and describe f o r us what you're showing i n t h i s s e c t i o n . 

A. Okay. Tab Number 12 i s simply an economic 

p r o j e c t i o n using the forecasted production r a t e and c a p i t a l 

costs t o d r i l l the w e l l of $472,000, and the expected 
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o p e r a t i n g costs, and we used a gas p r i c e h e l d f l a t of 

$1.80. And i t shows t h a t the net present value, discounted 

a t 10 percent, i s j u s t under $1.5 m i l l i o n . So i t ' s 

c e r t a i n l y an economic w e l l t o go d r i l l w i t h the c u r r e n t 

cost estimates and p r i c e schedule. 

Q. We t a l k e d e a r l i e r about the c u r r e n t pressure 

d i f f e r e n t i a l between the H a r r i s 8 and the White State 2, 

and I t h i n k there was about a 350-pound d i f f e r e n t i a l . Have 

you p l o t t e d the d i f f e r e n t i a l ? 

A. Yes, we have. 

Q. Let's t u r n t o Tab 13 and have you discuss and 

describe f o r the Commission the d i s t r i b u t i o n of the 

r e s e r v o i r pressure. 

A. Okay, one of the questions t h a t kept coming up a t 

the Examiner hearing was, what i s the r e s e r v o i r pressure, 

e i t h e r a t e i t h e r of the w e l l s or a t the proposed l o c a t i o n , 

and t h a t data was j u s t not presented. 

But what t h i s shows i s t h a t at the H a r r i s Number 

8, Section 26, the r e s e r v o i r pressure i s about 1150 pounds. 

Down i n Section 35, a t the White State 2, the r e s e r v o i r 

pressure i s clo s e r t o 950 pounds. So there's almost a 200-

p . s . i . d i f f e r e n t i a l between those two l o c a t i o n s . 

Now, i n the proposed l o c a t i o n , which we've 

designated w i t h the arrow a t the proposed w e l l , we would 

expect t o encounter a r e s e r v o i r pressure j u s t over 1200 
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pounds. So t h a t ' s an area t h a t i s not being as e f f e c t i v e l y 

drained as, obviously, the l o c a t i o n s near the two w e l l s . 

And you j u s t see t h a t the pressure i s higher i n Section 26 

than i t i s on Section 35. And even i f these w e l l s were 

shut i n , t h e r e would be a m i g r a t i o n of gas over t o t h a t 

s e c t i o n , Section 35. 

So there i s an imbalance i n pressure between the 

two, and i t ' s p r i m a r i l y because of the — again, t h a t 

Section 35 has had 9.1 BCF produced o f f of i t ; t here's only 

been 6 BCF produced o f f of Section 26. And t h a t ' s r e s u l t e d 

i n t h i s imbalance i n r e s e r v o i r pressure. 

Q„ Without the proposed w e l l a t i t s l o c a t i o n , w i l l 

t h e r e be any way t o minimize or a r r e s t the pressure 

d i f f e r e n t i a l t h a t ' s c u r r e n t l y enjoyed by UMC? 

A. There does not appear t o be any other way. 

Q. You have a footage r e l a t i o n s h i p between the two 

w e l l s and the proposed w e l l on the bottom of the scale? 

A. Yes. 

Q. What do you have here? 

A. Well, we're j u s t p o i n t i n g out t h a t o bviously the 

proposed w e l l i s much closer — or clos e r than — t o the 

H a r r i s 8 than i t i s t o the White State Number 2, and i t , 

being 990 o f f the lease l i n e , would be much c l o s e r t o our 

w e l l . 

Q. Let's go t o the f i n a l tab, behind 14. You've got 
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a summary page here? 

A. Yes. 

Q. Let me have you give us the summary. 

A. Okay. This i s i t , the summary format, the e n t i r e 

conclusion of our study. And i f we s t a r t up a t the t o p , 

w i t h o u t the proposed w e l l — w e ' l l j u s t go through each 

column f o r Section 26 — we show t h a t o r i g i n a l l y t h e r e was 

18.6 BCF of gas i n place. The cumulative p r o d u c t i o n from 

t h a t s e c t i o n was 6.1 BCF, but the c u r r e n t gas i n place i s 

only 6.2. So obviously there's been some drainage o f f of 

t h a t s e c t i o n . 

Of t h a t 6.2, 5 BCF i s recoverable. The e x i s t i n g 

w e l l s w i l l get 2.5. That's a 2.5-BCF s h o r t f a l l . That's 

w i t h o u t the proposed w e l l . 

On the other hand, Section 35, 12.9 o r i g i n a l l y i n 

place. They've produced 9.1, 3 BCF more. 

But c u r r e n t l y i n place, they only have 4.3 BCF. 
« 

Of t h a t , 3.4 i s recoverable. But t h e i r two e x i s t i n g w e l l s 

are going t o recover about 6.4 BCF. Therefore, they have 

about 3 BCF t h a t they're going t o produce o f f of another 

t r a c t , d r a i n from other areas. 

Now, i f we move down t o the bottom of the page, 

you see the r e s u l t s w i t h the proposed w e l l . 

I n Section 26, o r i g i n a l gas i n place i s the same, 

cum t o date i s the same, cur r e n t gas i n place and 
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recoverable gas are a l l the same as before. The only t h i n g 

t h a t ' s d i f f e r e n t i s the l a s t two columns. And the 

remaining reserves f o r the e x i s t i n g w e l l s , the two e x i s t i n g 

w e l l s , plus the proposed w e l l , i s 4.9 BCF. 

So we go from 2.5 BCF of recoverable reserves 

w i t h o u t the proposed w e l l t o 4.9 w i t h the proposed w e l l . 

And again, we have 5 BCF remaining recoverable on our 

t r a c t . So even w i t h the proposed w e l l , a t a nonpenalized 

r a t e , we're s t i l l going t o leave .1 of a BCF of recoverable 

reserves on t h a t t r a c t . 

Now — And again w i t h the proposed w e l l , l e t ' s 

look a t the e f f e c t s on Section 35. The o r i g i n a l gas i n 

place, cum production, c u r r e n t i n place and c u r r e n t 

recoverable a l l remains the same as before, but t h e i r 

remaining reserves f o r the e x i s t i n g w e l l dropped from 6.4 

BCF down t o 6.1. But they s t i l l are producing 2.7 BCF o f f 

of another t r a c t . Now — So the e f f e c t on t h e i r w e l l s i s , 

they get .3 of a BCF less, but they s t i l l get 6.1 BCF of 

gas, when a l l t h a t ' s recoverable on t h e i r t r a c t today i s 

3.4. So they s t i l l get i n excess of the recoverable gas on 

t h e i r t r a c t . 

So bottom-line number i s t h a t w i t h o u t the H a r r i s 

Number 11 there w i l l be 2.5 BCF t h a t ' s c o n f i s c a t e d from the 

t r a c t . With the H a r r i s Federal 11, at an unpenalized r a t e , 

a l l but a t e n t h of t h a t can be produced by the H a r r i s 
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Number 11. 

Q. Did you analyze the s i t u a t i o n of what happens i f 

the Commission r e j e c t s your study and r e q u i r e s t h a t the 

w e l l be d r i l l e d i n an on-pattern l o c a t i o n ? I n other words, 

you can't d r i l l i n the southwest quarter? 

A„ Yes. 

Q., Have you examined what happens i f you're r e q u i r e d 

t o put i t over i n the southeast quarter w i t h the H a r r i s 

Federal 4 well? 

A„ We d i d . And again, we're t a l k i n g about moving 

the w e l l about two u n i t s t o the east, t o get i t over i n an 

orthodox l o c a t i o n . But again, the H a r r i s Number 4 i s 

c u r r e n t l y producing i n t h a t s e c t i o n , so obviously i t has 

drained some of the reserves there. Plus, we know we're 

moving t o an area of much poorer r e s e r v o i r q u a l i t y . You've 

got a half-a-BCF, roughly, w e l l i n t h a t s e c t i o n already, i n 

t h a t p r o r a t i o n u n i t . 

But we d i d look at j u s t moving bare l y over i n t o 

the edge of t h a t , and instead of g e t t i n g 3 BCF, the w e l l 

would recover about 2.7 BCF. So i t would get .3 of a BCF 

l e s s . 

I t also comes on a t a lower r a t e , and what t h a t 

allows i s f o r more c o n f i s c a t i o n t o occur t o Section 35; i f 

our p r o t e c t i o n w e l l i s not there t o e l i m i n a t e t h a t 

drainage, they get more i n Section 35, not t o mention i t ' s 
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about a $360,000-less-net-present-value w e l l , than the 

proposed l o c a t i o n . So we lose reserves. And obviously 

bottom l i n e i s , we lose about $3 60,000 i n net present 

value. 

Q. You're able t o conclude, then, the 50-percent 

p e n a l t y t h a t Mr. Catanach placed on the w e l l a t t h i s 

l o c a t i o n i s not necessary? 

A. I t ' s not necessary, and again, he j u s t d i d n ' t 

have the data t o make t h a t d e c i s i o n a t t h a t p o i n t i n time. 

What he was l o o k i n g at was an i n e q u i t y i n p r o d u c t i o n r a t e s 

from Section 26 versus 35. 

But what's r e a l l y important i s , what i s the 

recoverable gas today on the two sections? And I t h i n k 

we've shown t h a t there's a b i g imbalance i n t h a t . There's 

much more recoverable gas on 2 6 than 35. 

Q. I f the 50-percent penalty stays i n place, what 

happens t o the equity? 

A. Well, some of i t — Well, i t ' s o bviously a b e t t e r 

s i t u a t i o n f o r UMC. The w e l l does p r o t e c t some of the area 

from drainage, but at t h i s r e s t r i c t e d r a t e i t can't p r o t e c t 

a l l the drainage. So there's s t i l l a s h i f t down t o Section 

3 5 a t the penalized r a t e . 

Q. You examined what UMC's engineer presented as h i s 

method f o r a penalty a t the Examiner hearing? 

A. Yes. 

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 

57 

Q, I t was a penalty based on r a t e , was i t not? 

A, I b e l i e v e there was a r a t e component t o i t , but 

i t was, I t h i n k p r i m a r i l y , a penalty based on distance t o 

lease l i n e s . 

He was, i f I understand i t c o r r e c t l y , coming up 

w i t h a 65-percent penalty f o r the proposed w e l l , because we 

were 990 o f f the lease l i n e , and t h e i r e x i s t i n g White State 

was 1980 o f f the south s e c t i o n l i n e . So i f you take the 

990 over the — the 990 from our w e l l t o the lease l i n e , 

and d i v i d e t h a t by the 990 plus the 1980, you get a r a t i o 

of about a t h i r d . And so he was proposing about a 65-

percent penalty on the H a r r i s Number 11, based on distance, 

w e l l distance and s e c t i o n distance. 

Q, Did t h a t penalty have anything t o do w i t h the 

share each s e c t i o n should have of remaining recoverable 

gas? 

A. I don't t h i n k so. There was c e r t a i n l y no 

discussion of t h a t at the l a s t hearing, and I don't see 

t h a t i n the formula. 

Q, Summarize f o r us, Mr. Payne what you would 

recommend t o the Commission. 

A, Well, the r e s u l t s of our study are t h a t t h e r e i s 

recoverable gas on Section 26 t h a t w i l l not be recovered by 

the two e x i s t i n g w e l l s on the t r a c t . A m a j o r i t y of those 

reserves w i l l be recovered, but they w i l l be recovered by 
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the w e l l s i n Section 35 and other w e l l s i n the area. 

I f the H a r r i s Number 11 i s allowed t o be d r i l l e d 

a t the proposed l o c a t i o n and not given a penalized 

al l o w a b l e , t h a t w e l l w i l l , t o a large e x t e n t , produce the 

remainder of the recoverable reserves on t h i s t r a c t . 

MR. KELLAHIN: That concludes my examination of 

Mr. Payne. 

We move the i n t r o d u c t i o n of Read and Stevens 

E x h i b i t 1. 

CHAIRMAN LEMAY: Without o b j e c t i o n , Read and 

Stevens E x h i b i t 1 w i l l be entered i n t o the record. 

Mr. Bruce? 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q„ Mr. Payne d i d I understand you c o r r e c t l y t h a t i f 

t h i s w e l l i s moved t o the east and d r i l l e d a t a standard 

l o c a t i o n i n the southeast quarter, i t would s t i l l recover 

about 2.5 BCF? 

A. I t would s t i l l recover approximately t h a t amount, 

according t o our i n t e r p r e t a t i o n . According t o UMC's 

i n t e r p r e t a t i o n , i t ' s even i n a t h i n n e r , p o o r e r - q u a l i t y — 

or poorer s e c t i o n of the r e s e r v o i r . But t h a t ' s according 

t o our i n t e r p r e t a t i o n , yes. But i t s t i l l does a l l o w 

c o n f i s c a t i o n by the White State w e l l s . 

Q. Now, you said you c a l c u l a t e d gas i n place based 
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on UMC's net-pay map. What d i d you come out w i t h , f i g u r e s 

per section? 

A,, The UMC map had about 16 BCF of gas i n place on 

Section 26, and about 13.1 BCF of gas i n place on Section 

35. I don't know i f the Examiners have t h a t map a v a i l a b l e 

t o them — 

MR. KELLAHIN: They do not, Mr. Payne. 

THE WITNESS: — but — and w e ' l l t a l k about t h a t 

i f we need t o . 

The reason t h a t there i s a d i f f e r e n c e — we get 

18.6 BCF on Section 26; the UMC map gives you about 16 

BCF — i s there t h a t a couple — two w e l l s — We have an 

e x h i b i t on i t , i f we need t o show i t — where they give 

s i g n i f i c a n t l y less net pay j u s t n o r t h of Section 26 than i s 

c l e a r l y t h e r e . And what t h a t causes i s , i t s h r i n k s t h e i r 

c o ntouring on the northern p o r t i o n of Section 26, and 

r e s u l t s i n about a 2.5- t o 3-BCF s h o r t f a l l on the UMC map, 

compared t o the Read and Stevens map. 

So we're — Really, I t h i n k we're i n p r e t t y good 

agreement on geology, w i t h the exception of the problems on 

the UMC — 

Q„ (By Mr. Bruce) And your gas-in-place 

c a l c u l a t i o n s are based on Mr. Brannigan's map; i s t h a t 

c o r r e c t ? 

A.. That's c o r r e c t , t h a t ' s c o r r e c t . 
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Q., And so i f h i s map i s i n c o r r e c t , then your 

c a l c u l a t i o n s are i n c o r r e c t ? 

A.. Well, you know, we looked a t i t v o l u m e t r i c a l l y , 

we looked a t i t from a material-balance standpoint, and we 

also got a very good match i n the r e s e r v o i r - s i m u l a t i o n 

study. So we've come a t i t from three d i f f e r e n t 

d i r e c t i o n s , and the geologic study t i e s very w e l l w i t h the 

product i o n data and w i t h the pressure data. So I f e e l 

p r e t t y good about the i n t e r p r e t a t i o n . 

Q, Okay, but i f h i s map i s wrong, your c a l c u l a t i o n s 

are i n c o r r e c t ? 

MR. KELLAHIN: I'm not sure the gentlemen are 

t a l k i n g the same t h i n g . He's asked you i f your 

c a l c u l a t i o n s were on the Read and Stevens map introduced a t 

the hearing — 

Q. (By Mr. Bruce) No, no, I'm saying — 

MR. KELLAHIN: — aren't you? 

Q. (By Mr. Bruce) — i f Jim Brannigan's geologic 

mapping i s i n c o r r e c t , then your t o t a l o i l — excuse me, 

gas, i n place f o r these two sections i s i n c o r r e c t ? 

A. Well, I would — I f i t ' s i n c o r r e c t , I would not 

be as c o n f i d e n t . But we've come a t i t from a couple of 

d i f f e r e n t ways. We've also got pressure data t h a t 

i n d i c a t e s t o us what the amount of gas i n place i s . I 

would not be as confident i n the i n t e r p r e t a t i o n i f h i s map 
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were i n c o r r e c t , though. 

Q. Do you have accurate pressure data from Section 

35? Any buildup t e s t s ? 

A. We don't have any buildup t e s t s , but we can make 

these e x h i b i t s i f you want t o make them. I have e x h i b i t s 

much l i k e what were presented i n Tab Number 10 t h a t d i s p l a y 

the 24-hour s t a t e shut-ins along the c a l c u l a t e d or 

simulated pressure l i n e , and f o r both of those w e l l s 

they're i n very good agreement. 

And I don't mean t o be long-winded. We do not 

have any buildup surveys on those two w e l l s . 

Q„ Okay. I s 24 hours s u f f i c i e n t ? I mean — I don't 

know which tab i t i s here, Mr. Payne. Tab 3, Tab 3. 

Obviously — You know, i t ' s taken a long time f o r 

pressure t o go down i n c e r t a i n p a r t s of t h i s p o o l , l i k e 

there's not a p e r f e c t communication, i s there? 

A. I n Tab 3? 

Q. Under — Behind Tab 3, I b e l i e v e i t i s . 

A. Okay. 

Q. Yeah. Your i n i t i a l r e s e r v o i r pressure data map 

w i t h the red dots on i t ? 

A. Yes. 

Q. I mean, t h i s i s n ' t a s t r a i g h t - l i n e d e c l i n e , i s 

i t , reservoir-wide? 

A. No, there are — I t ' s not a tank t h a t everyplace 
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in the tank has the same pressure at this point, no. 

Q. Okay, so the best data would be long-term 

pressure-buildup data from Section 3 5? 

A. That would be the best data, but we have examined 

the only data t h a t ' s a v a i l a b l e , and recognizing t h a t i t may 

not be as high as i t would be i f i t were allowed t o do a 

bui l d u p survey, i t ' s a t l e a s t r e p r e s e n t a t i v e of what the 

pressures are i n t h a t s e c t i o n . 

Q.. But your s i m u l a t i o n depends upon the accuracy of 

the pressure data? 

A„ Well, we've looked at the i n i t i a l pressures i n 

each w e l l . But the confidence i n the match i s very h i g h l y 

dependent upon the a c t u a l buildup surveys t h a t were 

conducted by Read and Stevens i n the study area. Those 

were the pressures t h a t we were most concerned about 

matching. 

Q. Now, although you d i d n ' t present i t , you s a i d you 

used Jim Brannigan's map, geologic net-pay map. I s t h a t 

the same map t h a t was used a t the Examiner hearing? 

A. There are some s l i g h t r e v i s i o n s i n the map from 

Mr. Brannigan's previous testimony. 

We i n i t i a l l y s t a r t e d out l o o k i n g a t t h a t map, and 

i t appeared t o us from a material-balance standpoint and 

from a s i m u l a t i o n standpoint t h a t t h a t map was s l i g h t l y too 

b i g . I t had too much gas i n place. 
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We then looked a t the UMC map, and i t was too 

small. And we wanted t o see what the problems were w i t h 

the UMC map, and t h a t ' s when we discovered the problems t o 

the n o r t h . But the UMC map i n t h i s study area, again, had 

about 30 BCF i n place. 

Q. Okay, and the map you used i s n ' t i n these 

materials? 

A. Yes, i t i s . I t ' s — 

MR. KELLAHIN: — behind E x h i b i t Tab 9? 

THE WITNESS: — 9, yes, t h a t ' s the map t h a t we 

used. 

Q. (By Mr. Bruce) Where — You know, I'm k i n d of 

l o s t here. Where are the sec t i o n boundaries? Where i s — 

Where are the wells? I can't t e l l . 

A„ Well, we can — I can c e r t a i n l y determine t h a t 

f o r you. 

Q. Well, I ' d l i k e t h a t . I mean, there's numbers 

thrown on here. I mean, t h i s could be i n another township 

and range f o r a l l I care. 

A. Well, i t ' s not. We can — b a s i c a l l y , i f you 

count eicross e i g h t d i v i s i o n s — A c t u a l l y you count across 

nine on the f i r s t one, and t h a t would be the eastern — I'm 

so r r y , t h a t would be the western boundaries of Sections 2 6 

and 35. And i f you count over e i g h t more, you would then 

be a t the eastern boundaries of 26 and 35. 
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Q. I s there a way t o place on here the w e l l s i n 

these two sections so we can t a l k about t h i s f o r a minute? 

A. Yes, we can do t h a t . I ' d be happy t o do t h a t . 

MR. BRUCE: Mr. Chairman, could we take a break 

j u s t f o r a second? I mean, I can't t e l l — 

CHAIRMAN LEMAY: Yeah, I understand what you're 

saying. 

THE WITNESS: I'd be happy t o do t h a t . That's no 

problem. 

CHAIRMAN LEMAY: Let's take our 15-minute break, 

and w e ' l l come back. 

(Thereupon, a recess was taken a t 2:12 p.m.) 

(The f o l l o w i n g proceedings had a t 2:30 p.m.) 

CHAIRMAN LEMAY: And we s h a l l continue. 

MR. KELLAHIN: Mr. Chairman, w i t h Mr. Bruce's 

consent, I would l i k e t o have the o p p o r t u n i t y t o take Mr. 

Payne on d i r e c t again and h o p e f u l l y overcome the mapping 

problem t h a t we've a l l given you. 

What I ' d l i k e t o do i s take a few minutes, and I 

t h i n k what w e ' l l do i s , w e ' l l simply put i n the isopach 

t h a t w i l l g ive you the p i c t u r e and show you the l o c a t i o n s 

i n a d d i t i o n t o what you're looking a t the r e . 

So i f Mr. Bruce has no o b j e c t i o n , I ' d l i k e t o 

take a few minutes — 

MR. BRUCE: That's f i n e . 
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DIRECT EXAMINATION (Continued) 

BY MR. KELLAHIN: 

Q. Mr. Payne, during the break we took — or you 

were asked t o take the isopach t h a t ' s shown w i t h the g r i d , 

which i s behind Tab 9, and t o p o s i t i o n on t h a t g r i d the 

l o c a t i o n , or the approximate l o c a t i o n , of the f o u r w e l l s 

t h a t are i n question i n Sections 2 6 and 35. Have you done 

t h a t , s i r ? 

A. Yes. 

MR. KELLAHIN: Mr. Chairman, I have submitted 

t h a t t o Counsel and t o the Commission as Read and Stevens 

E x h i b i t 3. 

Q„ (By Mr. K e l l a h i n ) F i r s t of a l l , l e t ' s t a l k about 

what appears t o be a d i s t o r t i o n when the computerized g r i d 

i s put on the isopach, and then i t ' s d u p l i c a t e d i n a hard 

copy f o r us t o look a t . I s t h a t a flaw or a mistake or 

otherwise weakness i n the system? 

A. No, i t ' s not, i t ' s — f i r s t of a l l , i t ' s — The 

paper i s 8 1/2 by 11, so i t ' s t r y i n g t o draw a — represent 

a square on a rectangular sheet of paper. But t h i s i s j u s t 

a schematic r e p r e s e n t a t i o n of the g r i d as i t was o v e r l a i d 

on the net-pay isopach. I f we want t o t r u l y look a t the 

p o s i t i o n s of the w e l l s i n r e l a t i o n t o the contours, the 

best place t o do t h a t i s from the net-pay map. 

Q. Well, l e t ' s go back t o t h a t , then. I have shown 
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you what we propose t o introduce as Read and Stevens 

E x h i b i t 2. Do you have t h a t before you? 

A. Yes, I do. 

Q. I s t h i s the net-pay isopach map t h a t you u t i l i z e d 

f o r the geologic parameters t h a t went i n t o the model? 

A. I t i s , yes. 

Q. A l l r i g h t . And where d i d you get t h i s ? 

A. This was done by Mr. Jim Brannigan, and h i s 

i n i t i a l s are shown a t the bottom of the page. 

MR. KELLAHIN: A l l r i g h t . Thank you, Mr. 

Chairman. We would move the i n t r o d u c t i o n of Read and 

Stevens E x h i b i t s 2 and 3. 

CHAIRMAN LEMAY: Without o b j e c t i o n , E x h i b i t s 2 

and 3 w i l l be admitted i n t o the record. 

CROSS-EXAMINATION (Resumed) 

BY MR. BRUCE: 

Q„ I j u s t had a couple of questions here, Mr. Payne. 

To the best of your knowledge, since the l a s t 

hearing and t h i s hearing, have there been any new w e l l s 

d r i l l e d i n t h i s , say, f o u r - s e c t i o n , s i x - s e c t i o n , n i n e -

s e c t i o n area, which would give you any new data t o change 

the geologic i n t e r p r e t a t i o n , or give any — a g e o l o g i s t a 

basis t o change the geologic i n t e r p r e t a t i o n ? 

A. There have been no new w e l l s d r i l l e d i n the area, 

but t h e r e has been an i n t e g r a t i o n of geologic study w i t h 
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the engineering study, and t h a t i s what has r e s u l t e d i n the 

r e v i s i o n s i n the map. 

Q. Okay. Looking at your E x h i b i t 3 and — w e l l , 

e i t h e r — the e x h i b i t s marked 2 and 3, e s p e c i a l l y on your 

E x h i b i t 3, you've got, oh, up i n Section 26, the Read and 

Stevens s e c t i o n , a b i g area of 3 0 and 4 0 f e e t . What w e l l 

c o n t r o l i s there i n t h a t area of 30- and 4 0 - f e e t - t h i c k pay 

t o j u s t i f y t h a t ? 

A.. Well, there's the w e l l i n the southeast of 

Section 23 t h a t has 36 f e e t of net pay, so t h a t i s the 

c o n t r o l , t h a t ' s — you know, gets 36. We contour up t o 40. 

Q„ Now, which w e l l i s that? The — 

A. I t ' s the w e l l i n the southeast of Section 23, 

t h a t ' s labeled w i t h 36 f e e t of pay. That's e a s i e s t seen on 

the net-pay map, E x h i b i t 2. 

Q. And t h a t ' s the w e l l you're r e l y i n g on? 

A. Well, again, I d i d n ' t contour the map, I d i d n ' t 

draw the map, but I believe t h a t ' s the w e l l t h a t Mr. 

Brannicfan i s r e l y i n g on t o contour up t o 40 f e e t . The l o g 

c a l c u l a t i o n s give you 36 f e e t of pay, and i t looks l i k e 

he's j u s t c a r r i e d the contour up t o 40. You know, and then 

he — w e l l — I'm not t r y i n g t o mislead you, but I t h i n k 

t h a t ' s what he's done. 

Q. Now, you mentioned your engineering model. Can 

the d i r e c t i o n of the sand d e p o s i t i o n change and the 
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\thickness change due t o the engineering model? 

A. Well, the engineering model i s very h e l p f u l i n 

d e f i n i n g the s i z e of the r e s e r v o i r , yes, and the pressure 

b u i l d u p surveys are h e l p f u l i n determining some r e s e r v o i r 

boundaries. So there have been a number of t h i n g s t h a t 

have been i n t e g r a t e d i n t o t h i s p i c t u r e t h a t helped d e f i n e 

the s i z e and shape of the tank. 

Q. And once again, you don't have any pressure data 

from Section 3 5 t o go on f o r t h a t change, do you? 

A., Well, we do have the — 

Q„ — three-year old? 

A„ — s t a t e t e s t s , the — 

Q„ The three-year-old, short-term pressure t e s t s ? 

A.. Well, they're short-term, but there's a number of 

them h i s t o r i c a l l y , and our pressure trends were going r i g h t 

through the t r e n d of the pressures. So we don't have a 

t e s t beyond 1993, but through the e n t i r e l i f e of the w e l l 

we were c e r t a i n l y on t r e n d w i t h those pressures. 

MR. BRUCE: I t h i n k t h a t ' s a l l I have, Mr. 

Chairmein. 

CHAIRMAN LEMAY: Commissioner Bailey? 

EXAMINATION 

BY COMMISSIONER BAILEY: 

Q. The concern over the gas t h a t w i l l not be 

produced i n Section 26, i f no w e l l i s d r i l l e d i n the 
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southwest quar t e r , showing the communication between these 

two d i f f e r e n t pools, where i t ' s one common source of 

supply, i t e x t r a p o l a t e s t h a t concern should be covering the 

e n t i r e area t h a t you examined w i t h your study. Are you not 

going t o propose t h a t the pool boundaries are changed t o 

accommodate t h i s i n f o r m a t i o n you now have? 

A. Well, i t ' s not something t h a t we're proposing a t 

t h i s p o i n t i n time, t o change the pool boundaries. But 

the r e may be a d d i t i o n a l l o c a t i o n s i n the f u t u r e t h a t are 

j u s t i f i e d t o d r i l l , such as the H a r r i s Federal 11, t o 

recover more reserves. But at t h i s p o i n t i n time, I don't 

t h i n k i t * s our immediate i n t e n t i o n t o change the pool 

boundaries. 

Q. I n o t i c e t h a t there are a l o t of Read, e t a l . , 

leases a l l through t h a t northern area, 26. 

A, North of 26, yes, ma'am. 

Q. The i m p l i c a t i o n i s t h a t the e x t r a p r o d u c t i o n from 

the UMC w e l l s comes from Section 26. How have the other 

surrounding sections, p a r t i c u l a r l y t o the south, been r u l e d 

out as sources of t h a t e x t r a production? 

A„ I t ' s not r e a l l y my i n t e n t t o r u l e them out as 

sources of the e x t r a production. Really, what we're 

attempting t o show i s t h a t w i t h o u t the e x i s t i n g — w i t h o u t 

the proposed w e l l , t h a t there w i l l be a s h o r t f a l l of 

recovery on Section 26. 
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Because Section 35 seems t o have such a — i t 

seems t h a t i t ' s going t o produce such a l a r g e r amount than 

what's recoverable on i t s t r a c t , t h a t i t ' s the most l i k e l y 

source of t h a t drainage. But i t may be a combination of a 

l o t of area south of Section 26. 

But the r e a l focus — We haven't r e a l l y t r i e d t o 

de f i n e what i s the exact w e l l s t h a t are causing the 

drainage. The r e a l focus has been t o show t h a t t h e r e are 

reserves on Section 26 t h a t w i l l not be recovered by the 

e x i s t i n g w e l l s and t h a t t h i s w e l l , i f i t ' s allowed t o be 

d r i l l e d , w i l l recover j u s t those reserves. I t does not 

seem t h a t i t ' s going t o have the impact of d r a i n i n g 

reserves from another t r a c t . I t seems l i k e i t w i l l recover 

j u s t the reserves — c a l c u l a t i o n s show i t w i l l recover j u s t 

the reserves on Section 26. 

Q. Do you believe t h a t the Read and Stevens H a r r i s 

Fed Number 8 i s d r a i n i n g any of the s e c t i o n above, Section 

23? 

A. Well, there are two w e l l s up i n Section 23 

producing, and i t — I t would depend on the t i m i n g of when 

those w e l l s came on, the cur r e n t r a t e s , the pressures. I 

t h i n k t h a t there i s some degree of communication between 

Section 23 and 26. As t o where the exact no-flow boundary 

i s between those two w e l l s , I r e a l l y haven't t r i e d t o 

de f i n e t h a t , but there i s some degree of communication 
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between 2 3 and 26. 

COMMISSIONER BAILEY: That's a l l I have. 

CHAIRMAN LEMAY: Commissioner Weiss? 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. Yeah, l e t me get cl e a r i n my own mind what 

happened here. 

A. Yes, s i r . 

Q, This i s a single-phase simulator? 

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

Q, And then on Tab 9, t h a t 3-D map, i t i n d i c a t e d , i f 

you r e c a l l , several l a y e r s , d i f f e r e n t c o l o r s , but you only 

simulated one; i s t h a t correct? 

A. Yes, s i r , the layers represent thicknesses. So 

f o r instance, the green i s from zero t o 10 f e e t , the blue 

i s then from 10 t o 20. So i t ' s j u s t a color - c o d i n g of how 

t h i c k t h a t i n d i v i d u a l c e l l i s . 

Q. Okay, so — 

A. Yes, s i r , i t doesn't represent m u l t i p l e l a y e r s , 

t h a t ' s c o r r e c t . I t gen e r a l l y corresponds w i t h the p i c t u r e 

up on the top of the — 

Q, Yeah, I remember. 

A. Yes, s i r . Okay. 

Q. 1 1ve got you. 

And then what i s the c o n s t r a i n t on the pressure-
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r a t e equation? I s i t pressure or gas rate? 

A. The model i s c o n t r o l l e d by the back-pressure flow 

equation, Q equals C times PR squared, r e s e r v o i r pressure 

squared — 

Q. This i s n ' t a — Surely t h i s i s a f i n i t e -

d i f f e r e n c e model, i s n ' t i t ? 

A. Yes, but the — I was t r y i n g t o e x p l a i n . We give 

i t two c o n s t r a i n t s : the r a t e c o n s t r a i n t , or a r a t e t a r g e t , 

and then a minimum f l o w i n g bottomhole pressure. So the r e 

i s a r a t e t a r g e t t h a t i f i t can make t h a t w i t h o u t going 

below the minimum f l o w i n g bottomhole pressure, i t does 

t h a t , but i t ' s — 

Q„ Okay, but i f you're above the pressure r a t e , i t ' s 

a c o n s t r a i n t ? 

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

Q„ And then the — So when I look a t your matches 

here, j u s t l o o k i n g a t them, where there's no green square 

on the pink pressure curve, whatever t h a t was, i f i t ' s not 

closer, t h a t ' s not too good a match; i s t h a t r i g h t ? 

A, Well, I t h i n k the only ones t h a t r e a l l y a ren't 

t h a t close — Where there are s i g n i f i c a n t d i f f e r e n c e s are 

the i n i t i a l pressures, and t y p i c a l l y , those are a l i t t l e 

b i t low. So I t h i n k there are some of those where we may 

have j u s t seen an i n i t i a l pressure t h a t wasn't b u i l t up 

enough t o represent t r u e r e s e r v o i r pressure. 
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Q, Yeah, there might be some others i f you look 

closer.. 

A„ But — Yes, s i r , t o answer your question, where 

you have a high degree of v a r i a t i o n between your a c t u a l 

pressure and your match pressure. 

Q„ Yeah, so t h a t ' s what we're l o o k i n g a t , r e a l l y , i s 

the pressure r a t h e r than the rate? 

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

Q„ And then t o tame t h a t , I guess you have a couple 

mechanisms, or p r o p e r t i e s t h a t you change i n the g r i d 

blocks, I guess. And I d i d n ' t see t h a t — I must have 

missed t h a t , the i n i t i a l p o r o s i t y and the p e r m e a b i l i t y 

d i s t r i b u t i o n . I s t h a t i n here? 

A. We d i d not present t h a t , but t h a t i s here and 

a v a i l a b l e i f we'd l i k e t o look a t t h a t . 

Q, I'm j u s t curious. What d i d you hone i n on t o 

o b t a i n your rate? 

A. Mr. Brannigan, when he d i d h i s net-pay 

c a l c u l a t i o n s , also i n d i c a t e d p o r o s i t y and gas s a t u r a t i o n , 

so he had a 0sg component f o r each w e l l . 

We then contoured t h a t — Mr. Brannigan contoured 

t h a t j u s t l i k e the net-pay map, same c r i t e r i a . That was 

in p u t i n t o the model, j u s t l i k e the net pay. So i n each 

block we defined thickness, and then w i t h the </>sg value 

d e f i n e d the amount of hydrocarbons i n each block. 
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The p e r m e a b i l i t i e s were determined from the 

bui l d u p t e s t s , the 1993 buildup t e s t s , and they were 

s c a t t e r e d i n nine w e l l s throughout the study area, and we 

contoured t h a t value, j u s t l i k e we d i d the net pay and the 

0sg, and then those values were i n p u t i n t o the model. 

So we in p u t an i n i t i a l p e r m e a b i l i t y and an 

i n i t i a l 0sg and an i n i t i a l net pay. 

Q„ Did you get a match on the i n i t i a l run? 

A„ We have not j u s t i f i e d t h a t a l l , so t h a t i s — As 

you c a l c u l a t e the p e r m e a b i l i t y values, t h a t ' s how you see 

them ---

Q„ Yeah. 

A.. — t h a t ' s how you see them. 

Our — as we mentioned, what we — Now, t o answer 

your question, on some of these pressure matches, where the 

1993 buildup survey i s a l i t t l e b i t high or a l i t t l e b i t 

low, t h a t could be adjusted by going i n and moving the 

p e r m e a b i l i t y contour one way or the other, very s l i g h t l y . 

But t o me, the matches were close enough on our f i r s t 

attempt, j u s t w i t h the a c t u a l data, t h a t we d i d n ' t need t o 

change i t very much. 

What we found t o be the c o n t r o l l i n g parameter i n 

the match was the gas i n place, and w i t h the i n i t i a l 

match — the i n i t i a l map was too b i g , we s a i d , Hey, l e t ' s 

t r y the UMC map. I t was a l i t t l e b i t too small. And then 
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as we found some of the discrepancies between — we 

c a l c u l a t e net pay and the way they had, i t increased i t up 

t o 86 BCF, and t h i s i s what you see at t h a t p o i n t . 

COMMISSIONER WEISS: Okay, thank you. 

THE WITNESS: Yes, s i r . 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q„ Mr. Payne, on your f i n a l concluding — I guess 

Tab 14,, t h a t remaining reserves f o r e x i s t i n g w e l l s showing 

Sections 26 and 35 w i t h and without t h a t w e l l — 

A„ Yes, s i r . 

Q„ — w i t h the proposed w e l l you show 4.9 BCF. I s 

t h a t --- That recovery i s p r o p o r t i o n a l t o the amount of net 

pay t h a t you have i n the wellbore, i s i t ? I s t h a t a 

fun c t i o n ? 

A. Well, t h a t 4.9 BCF i s the 3 BCF t h a t we p r e d i c t 

f o r the proposed w e l l , plus the remaining 1.9 f o r the other 

two w e l l s . So you can see t h a t there i s an e f f e c t on the 

H a r r i s 8 and the H a r r i s 4. 

Q. I was t h i n k i n g more i n terms of w i t h the isopach 

map, t h a t — 

A. I t i s a f u n c t i o n — 

Q. — of net pay? 

A. The i n i t i a l r a t e c e r t a i n l y i s a f u n c t i o n of net 

pay, yes, s i r . 
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Q, The i n i t i a l and the u l t i m a t e recovery? 

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

Q„ Would you look a t the, I guess, E x h i b i t Number 2 

f o r a minute? 

A., Yes. 

Q„ And i f you — Would you recommend t o Mr. Read a 

l o c a t i o n i n Section 26, 1980 from the south and west l i n e s , 

which looks l i k e i t would i n t e r s e c t t h a t 4 0-foot contour, 

r a t h e r than maybe the 32-feet t h a t might be recovered by 

the proposed location? 

A„ The only reason I would not recommend t h a t 

l o c a t i o n i s because of i t s p r o x i m i t y t o Well Number 8. 

You're g e t t i n g i n t o a lower-pressure area of the r e s e r v o i r , 

and i t — The i n i t i a l r a t e i s a f u n c t i o n of net pay, but 

t h a t ' s not the only component. 

I f you get i n t o a lower-pressure area t h a t ' s 

already been — I mean, the Number 8 w e l l has already made 

about 5.5 BCF of gas. So i f we got cl o s e r t o t h a t , you're 

i n a lower-pressure area of the r e s e r v o i r , and I t h i n k t h a t 

would drop the i n i t i a l r a t e . So — 

Q. Could t h a t be balanced by the increased pay? 

A. Well, I wish I had the answer t o t h a t question. 

I t would be c o n f l i c t i n g e f f e c t s . One makes i t higher, one 

lower. I don't know what would be c o n t r o l l i n g i n t h a t 

s i t u a t i o n . 
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CHAIRMAN LEMAY: That's the only question I had. 

Thank you. 

A d d i t i o n a l questions? 

MR. KELLAHIN: Some r e d i r e c t , Mr. Chairman. 

REDIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q„ I have a sense, although you've s a i d i t s everal 

times, Mr. Payne, I have a sense t h a t not everybody's 

s t r a i g h t on what you do w i t h the maps. Let's go back t o 

the maps. 

A.. Yes. 

Q. You've planimetered the o r i g i n a l Read and Stevens 

map from the Catanach hearing — 

A. Yes, s i r . 

Q. — and found t h a t i t was too b i g a map? 

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

Q. The container was too large f o r the 8 6 BCF of gas 

i n place t h a t you were c a l c u l a t i n g , using your methods? 

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

Q. So you r e j e c t e d i t ? 

A. Yes, s i r . 

Q. That map d i d not go i n t o the simulation? 

A. That's — Yes. 

Q. A l l r i g h t . You looked a t the UMC map? 

A. Yes. 
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Q, I t was too small t o f i t ? 

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

Q„ I t was 80 BCF of gas i n place, and i t was your 

judgment i t was 6 BCF short f o r the study area? 

A, Yes. 

Q, A l l r i g h t . So you had Mr. Brannigan generate 

E x h i b i t 2, which i s computer-inputted w i t h E x h i b i t 3, and 

t h a t ' s the map t h a t was used? 

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

through. 

Q„ And so when we compare — I f UMC puts i n t h e i r 

isopach and we compare t h e i r isopach t o your E x h i b i t Number 

2, then w e ' l l be able t o see some p o i n t s of d i f f e r e n c e , and 

you described some of those e a r l i e r ? 

A., Yes. 

MR. KELLAHIN: A l l r i g h t , no f u r t h e r questions. 

CHAIRMAN LEMAY: Thank you, the witness may be 

excused. Thank you very much. 

THE WITNESS: Thank you. 

MR. KELLAHIN: That completes our p r e s e n t a t i o n , 

Mr. Chairman. 

CHAIRMAN LEMAY: Okay. I s Mr. Brannigan going t o 

t e s t i f y a t a l l , the geologist? 

MR. KELLAHIN: I hadn't a n t i c i p a t e d t o c a l l him. 

CHAIRMAN LEMAY: Okay. 
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MR. KELLAHIN: I t h i n k w i t h g i v i n g you the 

isopach, t h a t completes what Mr. Payne had done. 

CHAIRMAN LEMAY: I see, okay. Did you move t o — 

anyone move t o incorporate the previous record, or do you 

want t h a t — 

MR. KELLAHIN: No, I hadn't done so. I would — 

MR. BRUCE: I would move t o inc o r p o r a t e i t . 

CHAIRMAN LEMAY: I s t h a t your wishes? 

MR. KELLAHIN: I t h i n k t h i s record w i l l stand 

alone. 

CHAIRMAN LEMAY: Sometimes you inc o r p o r a t e 

previous records. 

MR. KELLAHIN: I t ' s a r e a l short t r a n s c r i p t . I 

don't t h i n k i t ' s a b i g deal t o read i t . 

CHAIRMAN LEMAY: Okay. Fine, w e ' l l i n c o r p o r a t e 

i t . 

BRET C. JAMESON, 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

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

residence f o r the record? 

A. Yes, my name i s Bret Carlton Jameson, 

J-a-m-e-s-o-n. I reside i n Parker, Colorado. 
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Q„ And who i s your employer and what i s your 

occupation? 

A., Occupation i s senior development engineer f o r UMC 

Petroleum Corporation. 

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

Commission? 

A. No, s i r . 

Q. Would you please b r i e f l y discuss your educational 

and employment background? 

A. Yes, I obtained a bachelor's of science i n 

petroleum engineering from Texas Tech U n i v e r s i t y i n 

December, 1988, then worked f o r Exxon Corporation f o r 

several years and GLG Energy, who was taken over by General 

A t l a n t i c , who was taken over by UMC Petroleum Corporation, 

and theit's where I work p r e s e n t l y . 

Q. Does your area of r e s p o n s i b i l i t y a t UMC in c l u d e 

southeast New Mexico? 

A. Yes, i t does. 

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

r e l a t e d t o t h i s A p p l i c a t i o n ? 

A. Yes, I am. 

Q. And d i d you t e s t i f y on behalf of UMC a t the 

Examiner hearing on t h i s matter? 

A. Yes, s i r , I d i d . 

MR. BRUCE: Mr. Examiner [ s i c ] , I would tender 

STEVEN T. BRENNER, CCR 
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Mr. Jameson as an expert petroleum engineer. 

CHAIRMAN LEMAY: His q u a l i f i c a t i o n s are 

acceptable. 

Q, (By Mr. Bruce) Mr. Jameson, f i r s t would you 

i d e n t i f y your E x h i b i t 1 f o r the Commission and discuss i t s 

contents? 

A„ Yes, s i r , E x h i b i t 1 i s the same net-sand map t h a t 

we showed i n the Examiner hearing. The only t h i n g s 

d i f f e r e n t are the — I blew up the area a l i t t l e b i t so we 

could see a l i t t l e more c l e a r l y the area i n question. And 

I show a l e g a l area down i n the southeast corner where the 

H a r r i s Federal 4 could have been d r i l l e d , and where an 

o f f s e t — a l e g a l o f f s e t could be d r i l l e d , as I understand 

i t . 

Q., Okay. 

A., The other t h i n g I show on here i s a pu r p l e or 

k i n d of magenta polygon t h a t encompasses the two sec t i o n s , 

l a b e l e d Section 2 6 and 35 and t h a t was a — That's a 

polygon used i n c a l c u l a t i o n of gas i n place t h a t the 

computer does, as f a r as planimetering t h a t area. That's 

j u s t d e f i n i n g the area of the gas i n place. 

Q. Now, looking a t what you say i s the l e g a l area, 

what does t h i s show you i n comparison w i t h UMC's acreage? 

A. Well, obviously we're both d r i l l e d on the same 

p a t t e r n , a northwest and a southeast w e l l . We — Our White 
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State Number 2 w e l l obviously i s d r i l l e d o f f the s e c t i o n 

boundary, s u b s t a n t i a l l y , 1980 f o o t . 

I t also shows t h a t our — from our 

i n t e r p r e t a t i o n , the White State 2 i s a t h i n n e r w e l l than 

t h e i r H a r r i s Federal 8, and our White State 1 i s a t h i c k e r 

w e l l than Read and Stevens' H a r r i s Federal 4. 

Q. Could Read and Stevens d r i l l a w e l l a t a standard 

l o c a t i o n i n the southeast quarter and get sand e q u i v a l e n t 

t o your White State Number 1? 

A. Yes, s i r , they could, and i n f a c t they could 

exceed i t d r a m a t i c a l l y . 

Q, I s the White State Number 1, your w e l l , a good 

we l l ? 

A, Yes, i t i s . I t ' s made over 3.5 BCF. 

Q. And what i s your estimate of u l t i m a t e recovery 

from t h a t well? 

A.. For the White State 1, my estimated u l t i m a t e i s 

over 5 BCF. 

Q„ Okay. Mr. Jameson, I've handed you what we've 

marked UMC E x h i b i t IA. This i s simply a copy of E x h i b i t 4, 

submitted by Read and Stevens a t the Examiner hearing, i s 

i t not? 

A., Yes, i t i s . 

Q, Comparing t h i s , your E x h i b i t IA, Read and 

Stevens' o l d E x h i b i t 4, w i t h t h e i r new net-pay map, E x h i b i t 
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2, are t h e r e any differences? 

A„ Yes, s i r , there's s u b s t a n t i a l d i f f e r e n c e s , and I 

might p o i n t out a couple of them. 

The — P r i m a r i l y i n our acreage, the White State 

Number 1 i n the southeast quarter, the o l d Read and Stevens 

map, as I understand i t , shows 18 f o o t of net pay. The new 

map shows, I b e l i e v e , f i v e f o o t of net pay. That's a 

s u b s t a n t i a l d i f f e r e n c e . I would t h i n k l o g c a l c u l a t i o n s are 

b e t t e r than t h a t . I t wouldn't change t h a t s i g n i f i c a n t l y 

w i t h a r e s e r v o i r - s i m u l a t i o n model. 

Also the White State 2, previous map showed 22 

f o o t ; now i t ' s 18. I t h i n k the i n t e r e s t i n g t h i n g on both 

of those i s t h a t our net pay was reduced s u b s t a n t i a l l y , as 

I understand i t from an engineering model. But t h a t 

engineering model does not have an accurate pressure data 

f o r our s e c t i o n . I t has 24-hour s t a t e - r e q u i r e d s h u t - i n 

pressures t h a t were l a s t taken i n 1993. 

What would be required t o r e a l l y determine what 

the pressure was i n the sections, would be a long-term 

pressure bu i l d u p , l i k e Read and Stevens had, or obtained i n 

1993 on t h e i r w e l l s . And I might p o i n t out t h a t t h a t i s n ' t 

something t h a t we would do on a r e g u l a r basis, but i f i t 

could make the p o i n t c l e a r e r , we could go get a b u i l d u p a t , 

you know, a couple-thousand-dollar expense t o us on our 

w e l l s , and I t h i n k i t would probably show a d r a m a t i c a l l y 
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d i f f e r e n t pressure than the 24-hour shut i n . 

The other d i f f e r e n c e s on t h i s map — I k i n d of 

got sidetracked there. I n Section 2 3 t o the n o r t h of the 

Read and Stevens se c t i o n i n question, the — I b e l i e v e i t ' s 

the H a r r i s Federal Number 6, was 2 2 f o o t of pay; now i t i s 

36. The H a r r i s Federal Number 9 was 16 f o o t ; now i t ' s 22. 

I haven't gone through every s e c t i o n on the two maps, but 

obviously there's dramatic change i n the net thickness from 

the l a s t — 

Q. And the change f o r UMC i s downward, and the 

change f o r Read and Stevens i s the same or upwards? 

A, That appears t o be the case, yes, s i r . 

Q. And they a t t r i b u t e some zero net pay i n the 

northwest quarter of your s e c t i o n too, don't they? 

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

Q, Which they d i d n ' t p r e v i o u s l y do. 

I s there — Do you know of any new w e l l s out 

the r e t h a t would make t h i s change? 

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

Q. Okay. 

A, I t h i n k another i n t e r e s t i n g p o i n t on t h a t , i n 

r e l a t i o n t o t h a t zero-foot l i n e t h a t we're t a l k i n g about i n 

the northwest quarter of 23, i f you look a t t h e i r o l d map, 

t h a t was a 30-foot isopach, and now i t ' s — where t h a t — 

the new contour i s , i s a zero-foot. So t h a t was 
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d r a m a t i c a l l y changed, reduced. 

Q. And they had some 4 0 f e e t of pay up th e r e i n 

t h e i r sections too, don't they? 

A, Yes, s i r . 

Q., Would t h i s d r a m a t i c a l l y e f f e c t the c a l c u l a t e d gas 

i n place? 

A„ I t sure would. I t would increase t h e i r gas i n 

place s i g n i f i c a n t l y and reduce ours. 

Q„ Now, loo k i n g back t o your E x h i b i t 1, i s drainage 

i n t h i s r e s e r v o i r , i n your opinion, going t o be r a d i a l ? 

A, No, I don't believe i t i s . I t should be along 

the chcinnel t r e n d . 

Q. Okay, more oblong? 

A, Yes, s i r . 

Q. Let's move on t o your E x h i b i t 2. Would you 

i d e n t i f y t h a t f o r the Commission and discuss i t s contents? 

A. Yes, E x h i b i t 2 i s j u s t a planimetered gas i n 

place, based on the map t h a t i s E x h i b i t 1, our map. The 

p r o p e r t i e s , i t appears, are p r e t t y s i m i l a r , as f a r as 

r e s e r v o i r p r o p e r t i e s . I n o t i c e Read and Stevens used a — 

Well, I'm g e t t i n g ahead of myself, excuse me. 

The f i r s t t h i n g on the page i s the area and gas 

i n place t h a t we c a l c u l a t e from our map f o r the two 

sec t i o n s , and t h a t i s 1304 acres and 2 2.08 BCF. The 

p r o p e r t i e s and r e s e r v o i r p r o p e r t i e s I used f o r t h a t 
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c a l c u l a t i o n , 0h and area, are c a l c u l a t e d by the computer, 

based on the map. Water s a t u r a t i o n i s the same, I b e l i e v e , 

as Read and Stevens used. The formation volume f a c t o r i s 

very s i m i l a r ; I believe t h e i r s was about 219, somewhere i n 

t h e r e . And the r e s e r v o i r pressure i s f a i r l y s i m i l a r ; I 

b e l i e v e t h e i r s was 3500. 

So from a r e s e r v o i r - p r o p e r t y standpoint, I 

b e l i e v e we've got f a i r l y comparable f a c t o r s t h a t we're 

using f o r the equation. 

The next t h i n g t h a t I show are our p r e d i c t e d 

recoveries f o r the four w e l l s , and estimated u l t i m a t e 

r e coveries are 23.7 BCF, or 107 percent of gas i n place. 

Our c u r r e n t cumulatives are 15.4, or approximately 70 

percent of gas i n place. 

When I c a l c u l a t e d t h i s gas i n place, obviously 

exceeding — having the gas i n place lower than the 

estimated u l t i m a t e recoveries i s n ' t something you normally 

see. One of my options, I guess, would have been t o go i n 

and do some changes t o the isopach map, t o t r y t o get t h a t 

more reasonable. I n other words, bump up my gas i n place. 

I d i d n ' t do t h a t because I thought t h a t t h i s i s 

more or less a computer-drawn map, i t hasn't been tampered 

w i t h s i g n i f i c a n t l y , t h a t would a l t e r the data t h a t we have 

assigned t o the i n d i v i d u a l w e l l s . 

Now, under the r e s u l t s , I p o i n t out a couple 
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f a c t o r s t h a t could e x p l a i n why my EUR i s higher than my gas 

i n place. 

One i s p o t e n t i a l l y t h a t the e x i s t i n g w e l l s are 

recovering gas beyond the boundaries of the two sec t i o n s . 

That could be the case i n — from the n o r t h or the south, 

r e a l l y i n any d i r e c t i o n . I cannot t e l l you a t t h i s p o i n t . 

The other t h i n g i s t h a t I may be too o p t i m i s t i c 

on my estimated u l t i m a t e recoveries f o r the w e l l s , based on 

a decline-curve a n a l y s i s . When we get t o the decline-curve 

a n a l y s i s , y o u ' l l see t h a t there's — Well, l o o k i n g a t Read 

and Stevens' decline-curve a n a l y s i s , there was s u b s t a n t i a l 

i n t e r p r e t a t i o n i n those e x t r a p o l a t i o n s of prod u c t i o n . 

E i t h e r cause, I guess, p o i n t s t o the same 

conclusion i n my mind: The gas i n place i s going t o be 

adequately drained by the e x i s t i n g w e l l s t h a t are d r i l l e d . 

Q., And based on t h i s data, w i l l Read and Stevens' 

proposed w e l l recover new reserves? 

A. No, s i r . 

Q. As a r e s u l t , i n your o p i n i o n , should the w e l l be 

d r i l l e d ? 

A. No, s i r . 

Q. Now, you've already discussed pressures t o a 

c e r t a i n e xtent. Would you i d e n t i f y your E x h i b i t 3 and j u s t 

b r i e f l y go over again I t h i n k what you've already said? 

A. Yes, E x h i b i t 3 i s , again, the 1992 s h u t - i n 
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pressures t h a t were supplied t o the State. They're 24-hour 

s h u t - i n pressures. As I understand i t , t hey're surface 

s h u t - i n pressures, which also add the p o t e n t i a l f o r e r r o r 

w i t h any k i n d of a f l u i d l e v e l . 

What they show, I j u s t summarized on the f i r s t 

two pages, because — on the f i r s t page, because i t ' s k i n d 

of hard t o p i c k the w e l l s out on t h i s small f o n t . Their 

H a r r i s 4 w e l l showed 500 p . s . i . , roughly. Their 8 was 

1350. Our White 1 was 663, White 2 was 1013. 

What t h a t shows me i s a couple t h i n g s . The 

t i g h t e r w e l l s or the w e l l s t h a t d i d not produce as much 

gas, the r a t e s are lower, have a lower pressure. 

Obviously, you wouldn't r e l y on t h a t pressure data very 

w e l l , because what t h a t says t o me i s t h a t t i g h t e r w e l l s 

are not given enough time t o b u i l d up and show the c o r r e c t 

r e s e r v o i r pressure. And so p e r m e a b i l i t y or p r o d u c i b i l i t y 

i n the w e l l s i s a major f a c t o r i n the r e s e r v o i r pressure 

shown on these 24-hour shut-ins. 

A very, very good w e l l might b u i l d up t o a 

r e l a t i v e l y close or accurate r e s e r v o i r pressure i n 24 

hours, but a very, very t i g h t w e l l , l i k e t h e i r H a r r i s 4 

w e l l , I don't b e l i e v e t h a t ' s an accurate r e p r e s e n t a t i o n of 

r e s e r v o i r pressure. 

Q. And again, what would be necessary t o adequately 

determine the drainage concerns and the proper number of 
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w e l l s i n t h i s area? 

A„ You know, I bel i e v e — Good pressure b u i l d u p data 

would be r e q u i r e d . At the l a s t — At the Examiner's 

hearing I brought t h a t p o i n t up several times and asked f o r 

any k i n d of extended bottomhole pressure data. None was 

brought f o r t h . I t d i d n ' t even seem l i k e they had any. 

So I was k i n d of su r p r i s e d t h a t they had — Read 

and Stevens had buildup data from 1993 and, you know, I 

d i d n ' t hear about i t i n the l a s t Examiner's hearing. That 

was news t o me today when I saw t h e i r buildup pressures. 

Q.. I f the Commission were t o approve the proposed 

w e l l , would you recommend a penalty on production? 

A., Yes, I would, again, from my c a l c u l a t e d gas -in-

place numbers, I know the w e l l ' s not necessary. But i f the 

w e l l was allowed t o be d r i l l e d , i t ' s going t o be h a l f the 

distance t o the lease l i n e t h a t our White State 2 w e l l i s , 

and so t h e r e f o r e i t ' s , I t h i n k , given an u n f a i r advantage 

i n t h a t regard. 

Q. Would you propose t h a t the 50-percent p e n a l t y 

adopted by the D i v i s i o n be a f f i r m e d by the Commission? 

A, Yes, I would. 

Q. And you said t h a t was based on the footage 

d i f f e r e n c e s . 

One other t h i n g : What are the c u r r e n t producing 

r a t e s of the — combined, of the two w e l l s i n Section 26, 
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versus the two w e l l s i n Section 35? 

A. The two w e l l s i n our Section 35 are roughly a 

m i l l i o n a day, and the two w e l l s i n t h e i r Section 2 6 are 

roughly a m i l l i o n a day, so there i s e q u a l i t y t h e r e . You 

know, no f u r t h e r w e l l s being d r i l l e d appears t o me t o be a 

f a i r s i t u a t i o n from here on forward. 

Q, And I t h i n k you heard Mr. Payne say t h a t they 

would a n t i c i p a t e t h e i r new w e l l coming i n a t 1.3 m i l l i o n or 

1.4 m i l l i o n per day? 

A, Yes, s i r , i f t h a t were t r u e , obviously t h e r e 

would be a large i n e q u i t y between the two s e c t i o n s . 

Q., So i f the penalty i s too small, would t h a t 

adversely a f f e c t UMC's c o r r e l a t i v e r i g h t s ? 

A„ Yes, i t would. 

Q„ And would t h i s d i s p a r i t y i n producing r a t e s — 

say i f they got a m i l l i o n — I f they had two m i l l i o n a day 

or two--million-plus a day, versus your one m i l l i o n a day, 

would t h a t d i s p a r i t y i n producing r a t e s give Read and 

Stevens a competitive advantage? 

A., Yes, i t would. 

Q. And would t h i s be aggravated by the oblong 

drainage p a t t e r n t h a t you mentioned because of the shape of 

the r e s e r v o i r ? 

A. Yes, I believe i t would. 

Q. Let's — I t h i n k you've got Mr. Payne's E x h i b i t 1 
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t h e r e i n f r o n t of you. 

A. Yes. 

Q. I t h i n k there's a couple of t h i n g s we want t o 

discuss on t h a t . I believe i t was — I don't have i t i n 

f r o n t of me, Mr. Jameson, but I t h i n k i t was Tab 10, there 

were some de c l i n e curves or whatever on t h e r e . Could you 

comment about your w e l l s and the Read and Stevens w e l l s , 

and could you r e f e r t o the w e l l names f o r the Commission? 

A, Yes. One of the t h i n g s I ' d l i k e t o p o i n t out 

here, I guess, i s , there seems t o be a f a i r l y l a r g e drop 

when you look behind Tab 10, on the d e c l i n e curve or 

r e s e r v o i r s i m u l a t i o n h i s t o r y match of the H a r r i s Federal 

Number 8. 

I f you look a t a time p e r i o d between 

approximately 1990 and — w e l l , t o the c u r r e n t time 

b a s i c a l l y , you have no e f f e c t i v e d e c l i n e i n t h a t w e l l . 

I t ' s making, I b e l i e v e , over 30,000 a month. And as I can 

see, there's not a r e a l s i g n i f i c a n t d e c l i n e over t h a t time 

period. 

I n the model, i t shows a s u b s t a n t i a l drop, 

s t a r t i n g when the s i m u l a t i o n comes i n t o e f f e c t , down t o 

20,000 per month, and goes on a f a i r l y steep d e c l i n e . I n 

my o p i n i o n , t h a t ' s not a very accurate h i s t o r y match and 

not a very accurate i n t e r p r e t a t i o n of f u t u r e p r o d u c t i o n 

r a t e s . 
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Q. Are there any other w e l l s t h a t you see t h a t i n 

t h a t package? 

A, Yes, i f we — Although i t ' s not as important 

because the w e l l i s not as good, i f you f l i p back t o the 

H a r r i s Federal 4, which i s the preceding page, i t shows a 

s i m i l a r s i t u a t i o n . You have a f a i r l y e s t a b l i s h e d d e c l i n e , 

which i f you drew a l i n e from approximately 1990 t o 

present, through the data p o i n t s , you would get a p r e t t y 

e s t a b l i s h e d d e c l i n e , which i s s i g n i f i c a n t l y above t h e i r 

p r e d i c t e d r a t e s from the s i m u l a t i o n model. 

So I don't t h i n k we've got a very accurate 

i n t e r p r e t a t i o n here of what's happening — what's going t o 

happen i n the f u t u r e . I f you f l i p t o the White State 

Number 1 — 

Q. Do the two w e l l s you j u s t mentioned -- I f you 

drew a d e c l i n e curve, would i t show a greater u l t i m a t e 

recovery f o r those w e l l s than has been t e s t i f i e d t o by Mr. 

Payne? 

A. Yes. Yes, s i r , I believe i t would. 

Q. Okay. Move on t o the UMC w e l l s . 

A. The UMC w e l l s , the — I guess i t ' s the t h i r d page 

from the very back of t h a t Tab 10. Again, you've got a 

f a i r l y e s t a b l i s h e d decline f o r the White State Number 1. 

And i f you drew t h a t l i n e , i t ' s d r a m a t i c a l l y d i f f e r e n t from 

the Read and Stevens i n t e r p r e t a t i o n . I t also shows, i f you 
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drew t h a t l i n e , t h a t they're a t t r i b u t i n g a l o t more 

reserves t o the White State 1. 

Q„ Than what you a t t r i b u t e d ? 

A„ Than I would. 

The next page i s the White State Number 2. I t 

d i d a p r e t t y good job of modeling the p r o d u c t i o n t h e r e . 

The only t h i n g t h a t I would question, I guess, i s , as you 

look towards the data p o i n t s i n around 2000 t o 2005, 

there's a s u b s t a n t i a l f l a t t e n i n g of t h a t p r e - e s t a b l i s h e d 

exponential d e c l i n e r a t e . They take i t h y p e r b o l i c f o r a 

ways, and t h a t has the e f f e c t , obviously, of also 

i n c r e a s i n g the reserves s u b s t a n t i a l l y on t h a t w e l l . 

Q., Do you t h i n k your c a l c u l a t i o n s , your d e c l i n e -

curve a n a l y s i s and c a l c u l a t i o n of the recoveries of these 

f o u r w e l l s i s more accurate than those e x h i b i t e d by Read 

and Stevens today? 

A. Yes, s i r , I do. 

The other t h i n g I ' d l i k e t o p o i n t out on these, 

i f we look a t t h e i r pressures, t h a t they show i n the 199 3 

time frame from bottomhole pressures, bottomhole pressure 

data — 

Q. You're s t i l l l o o k i ng at these d e c l i n e curves? 

A. Yes, I'm sorry. I f we f l i p back t o the H a r r i s 

Federal 8, we show t h a t i t had roughly a 1500 p . s . i . 

bottomhole pressure. On the magenta l i n e there's a l i t t l e 
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green dot t h a t I t h i n k i s the a c t u a l pressure b u i l d u p data 

p o i n t . So they have roughly 1500 p . s . i . i n t h e i r w e l l from 

t h a t bottomhole pressure data. 

I f we f l i p t o our w e l l s , l o o k i n g a t t h a t same 

time frame, the White State Number 2 appears t o show 

approximately 1200 p . s . i . bottomhole pressure. As I 

understand i t , t h a t ' s based s o l e l y on the 24-hour s h u t - i n 

data from the s t a t e . There's been no pressure b u i l d u p data 

done on our leases. So t h a t i s a s u b s t a n t i a l l y reduced 

pressure. 

The White State Number 1 i s even lower, even 

though i t ' s not as good a w e l l . They show a pressure i n 

the 1993 time frame of approximately 1000 pounds. So we're 

comparing t h e i r pressures of 1500 versus ours of 1000 t o 

1200. 

And i f we had done bottomhole pressure data, 

extended bottomhole pressure data i n 1993, l i k e t h e i r 

w e l l s , I guess I would question what t h a t pressure would 

have been. I don't t h i n k i t would have been what i s shown 

on the State forms 24-hour s h u t - i n . I t h i n k i t would have 

been higher than t h a t . I t h i n k t h e i r pressure they're 

using f o r our lease i s too low. And w i t h o u t pressure 

bu i l d u p data, there's r e a l l y no way f o r e i t h e r side t o 

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

But I j u s t f i n d i t i n t e r e s t i n g t h a t i t ' s so much 
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lower than t h e i r H a r r i s Federal 8 w e l l , even though 

recoveries are f a i r l y s i m i l a r f o r the i n d i v i d u a l w e l l s . 

Q„ And what i s the net e f f e c t of t h i s pressure 

d i f f e r e n c e ? I s i t r e f l e c t e d adversely upon UMC's w e l l s i n 

these d e c l i n e curves? 

A„ Yes, what t h a t does, obviously, i s , i t — I f 

they're a d j u s t i n g t h e i r gas i n place f o r our lease, based 

on t h a t , i t d r a m a t i c a l l y reduces our gas i n place. 

I assume they had t o plug i n a pressure p o i n t , 

i n t o t h e i r r e s e r v o i r s i m u l a t i o n , and i f they had put i n a 

s u b s t a n t i a l l y lower than a c t u a l pressure p o i n t i n t o our 

w e l l s , t h a t would h u r t our lease's remaining reserves. 

Q„ Now, I t h i n k you said — To t h i s p o i n t , I 

be l i e v e , Section 35, your s e c t i o n , has produced more gas 

than Read and Stevens; i s t h a t correct? 

A„ Yes, i t has. 

Q„ Through whatever, luck, b e t t e r geology, who 

knows? 

A.. That's r i g h t . We've produced, from my data, 

March of 1996, we've produced 9.2 BCF, and Read and Stevens 

have produced 6.2 BCF. Whether i t ' s luck or b e t t e r geology 

or b e t t e r p e r m e a b i l i t y i n our s e c t i o n , our w e l l s have done 

b e t t e r than t h e i r w e l l s . 

That i s going t o be — There are going t o be 

i n e q u i t i e s l i k e t h a t up and down the t r e n d , b a s i c a l l y any 
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b e t t e r than somebody else. And through completion 

p r a c t i c e s or placement of the w e l l s or whatever, they are 

going t o produce more. 

Q.. And i f the new w e l l i s allowed t o be d r i l l e d , 

would t h a t upset the e q u i l i b r i u m you t a l k e d about i n 

producing r a t e s between the two sections? 

A., Yes, s i r , I bel i e v e i t would. 

Q, Were E x h i b i t s 1 through 3 prepared by you or 

under your d i r e c t i o n ? 

A. Yes, they were. 

Q. And E x h i b i t IA i s simply a copy of the p r i o r 

e x h i b i t , hearing? 

A. That i s c o r r e c t . I t ' s been blown up a l i t t l e so 

t h a t i t ' s a l i t t l e c l e a r e r , but i t ' s the same — same map. 

Q. No, I mean the E x h i b i t IA i s — 

A. Oh, I'm sorr y . 

Q. — Read and Stevens' previous e x h i b i t ? 

A. Yes. 

Q. I n your opinion, i s the d e n i a l of Read and 

Stevens' A p p l i c a t i o n i n the i n t e r e s t s of conservation and 

the prevention of waste? 

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

MR. BRUCE: Mr. Chairman, I move the admission of 

UMC E x h i b i t s 1, IA, 2 and 3. 

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 

97 

CHAIRMAN LEMAY: Without o b j e c t i o n , UMC e x h i b i t s 

w i l l be admitted i n t o the record. 

Mr. Kellahin? 

MR. KELLAHIN: Thank you, Mr. Chairman. 

CRO S S-EXAMINATION 

BY MR. KELLAHIN: 

Q.. Mr. Jameson, i f y o u ' l l look w i t h me a t E x h i b i t 2, 

on your a n a l y s i s a t the top of the page you've got a gas i n 

place f o r both Sections 2 6 and 35. Can you t e l l me what 

the ga£5 i n place i s f o r Section 2 6? 

A., Yes, s i r , I can. The gas i n places I c a l c u l a t e d 

f o r — Was i t 2 6? 

Q,. 26, yes, s i r . 

A„ — was 11.8 BCF. 

Q„ And f o r 35 — ? 

A., — was 10.2 BCF. 

Q. 10.2 BCF f o r 35? 

A. Yes, s i r . 

Q. There are some c a l c u l a t i o n s here t h a t show how 

you went about g e t t i n g your gas i n place v o l u m e t r i c a l l y . 

I t says; the 0h and area were c a l c u l a t e d by computer map. 

Can you give me those values f o r each of the sections t h a t 

were used f o r the c a l c u l a t i o n ? What p o r o s i t y value was 

used f o r Section 26? 

A. Yes, s i r , the value was 13-percent p o r o s i t y . And 
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the net pay, you know, i s a computer p l a n i m e t e r i n g of the 

net-sand map t h a t I show there. 

Q. Off of E x h i b i t 1? 

A. Yes, s i r . 

Q., And do you use 13 percent f o r both sections? 

A.. Yes, s i r . 

Q„ You t a l k e d about some of Mr. Payne's d e c l i n e 

curves and were suggesting t h a t you must have p l o t t e d those 

de c l i n e s t o get an EUR t h a t was d i f f e r e n t . Your summary 

sheet shows f o r the H a r r i s Federal 8 t h a t you're 

e s t i m a t i n g , I assume, o f f of the d e c l i n e curve, 9.6 BCF. 

Mr. Payne shows 8 BCF, i f I'm not mistaken. Do you have — 

You d i d n ' t introduce any decline curves. Do you have your 

d e c l i n t i curves? 

A. Yes, s i r , I do. 

Q. Did you prepare a decline curve f o r the Federal 

8? 

A. Yes, s i r . 

Q. A l l r i g h t , l e t me see your map. Let me see what 

you d i d . Based upon your d e c l i n e curve, then, you get f o r 

the f o u r w e l l s 23.7 BCF, r i g h t ? 

A. Yes, s i r . 

Q. And you've got 1.7 BCF more than you have gas i n 

place? 

A. That i s c o r r e c t . 
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Q, Did you go back t o your g e o l o g i s t and attempt t o 

re-examine the isopach t o see i f the isopach was too small? 

A. No, s i r , I d i d n ' t . The g e o l o g i s t picked the 

picks f o r the i n d i v i d u a l w e l l s . Those are based 

s c i e n t i f i c a l l y on log-analysis p r a c t i c e . I guess I 

wouldn't respect h i s opinion i f he changed h i s p i c k s j u s t 

because I t o l d him t h a t the gas i n place d i d n ' t work out. 

Q.. Well — 

A. When I explained h i s r e s u l t s i n the bottom of the 

page, th e r e could be several f a c t o r s , one being t h a t my 

EURs from d e c l i n e curve were too o p t i m i s t i c , the other 

being t h a t the two sections are not a contained vessel. 

There may be pressure coming — I mean reserves coming onto 

the leases outside the boundaries of my magenta polygon, 

v o l u m e t r i c polygon. 

Q.. Well, l e t ' s j u s t look a t 35. 35 gas i n place 

v o l u m e t r i c a l l y , you show 10.2. I f you take the White State 

2 and 1, you're going t o — by your d e c l i n e curve, you're 

going t o get 13.5. You've got a — more than 3 BCF gas 

more produced than you have gas i n place, r i g h t ? 

A, Yes, s i r . 

Q„ I t ' s going t o come from somewhere, i s n ' t i t ? 

A„ I t ' s going t o come from somewhere, or my 

estimated u l t i m a t e s are o p t i m i s t i c . Those are the two 

f a c t o r s t h a t I p o i n t out a t the bottom. 
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Q. A l l r i g h t . E i t h e r your decline-curve p r o j e c t i o n s 

are wrong, they're too high; e i t h e r your map's too small, 

i t needs t o be bigger; or i n f a c t you're going t o get i t 

from somebody else? 

A. That•s c o r r e c t . 

Q. A l l r i g h t , l e t ' s look a t the somebody el s e . Have 

you made any k i n d of i n v e s t i g a t i o n t o see i f one of the 

p r o b a b i l i t i e s i s t h a t you're going t o take the gas o f f of 

the southwest quarter of Section 26? 

A, Yes, s i r , the — as I pointed out a few minutes 

ago, our w e l l s are placed b e t t e r i n the channel system than 

the Section 26 w e l l s . 

Q.. Okay. 

A, I n t h e i r e a r l y production h i s t o r y , we obviously 

cum'd •— had a higher cum on our lease than the Section 26 

lease. That was based probably — w e l l , several reasons. 

E i t h e r we d r i l l e d our w e l l s g e o l o g i c a l l y on t r e n d b e t t e r , 

we were lucky, we had b e t t e r p e r m e a b i l i t y , whatever the 

reason.. But i f you look from t h i s p o i n t forward, the 

remaining gas on the two sections i s equal. 

Q, A l l r i g h t . Let's look a t t h i s . Let's assume 

your mcip's r i g h t , l e t ' s assume your d e c l i n e curve's r i g h t , 

and you got an ext r a 3 BCF t h a t ' s coming from someplace, 

okay? Have you attempted t o q u a n t i f y where t h a t someplace 

would be? 
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A.. Without a pressure buildup i n a l l the w e l l s 

around us and doing an i n t e n s i v e s i m u l a t i o n , I t h i n k t h a t 

would be p r e t t y d i f f i c u l t t o answer. You've got a complex 

s i t u a t i o n out here. You do not have w e l l s t h a t have 

c o n s i s t e n t p e r m e a b i l i t y . We see t h a t because we see some 

t h i n w e l l s t h a t have produced a l o t of gas, we've seen some 

t h i n w e l l s t h a t haven't produced much gas. 

I f you look i n Section 34, r i g h t beside our 

s e c t i o n there's a w e l l , the Toles Federal Number 1 on my 

map, t h a t has 12 f o o t of pay, and yet i t ' s cum'd 3.7 BCF. 

Obviously, t h a t ' s — 

Q„ Look a t your map. I n the southeast q u a r t e r of 

Section 27 i t looks l i k e the r e s e r v o i r i s p r e t t y t h i n 

t h e r e . This 3 BCF of gas i s not l i k e l y t o come o f f of 27, 

i s i t ? 

A„ I'm so r r y , southeast quarter of 27? 

Q„ Yeah, look a t the fairway. 

A„ Right, c o r r e c t . 

Q„ Look a t the fairway. You've got a f a i r w a y , 

you've got a channel running i n the west h a l f of 26, the 

west h a l f of 35. I t looks l i k e a l l the White State 2 and 

the H a r r i s 8 are going t o be the two best w e l l s t h a t are 

going t o be competing w i t h each other, r i g h t ? 

A„ Yeah, along w i t h the H a r r i s 9, I guess, up i n 23, 

i t ' s a p r e t t y s i m i l a r w e l l , as f a r as recoveries t o date. 
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Q„ And your White State 2 i s only — what? 1980 

f e e t from the common l i n e between the two se c t i o n s , r i g h t ? 

A.. Yes, s i r . 

Q„ And the H a r r i s Federal 8 i s what? Another 2 000 

f e e t f a r t h e r away from the common l i n e ? 

A„ That i s c o r r e c t . 

Q., A l l r i g h t . When you look at the pressure 

d i f f e r e n t i a l — You've got some pressure data. We know 

from your s e c t i o n , by your own testimony, t h a t you've got 

about 1000 pounds and t h a t the H a r r i s — 

A., No, s i r , I wouldn't say t h a t . The 24-hour 

shu t - i n s I don't t h i n k are an accurate i n t e r p r e t a t i o n of 

what the r e s e r v o i r pressure i s . 

Q. Well, l e t ' s look a t the r e l a t i v e pressures 

though. Back i n May you were t e s t i f y i n g t h a t the 1992 

24-hour s h u t - i n s on the Federal 8 and on the White State 2, 

the Federal 8 has got t h i r t e e n - f i v e , the White State 2 has 

got 1000. They may be o f f , but a t l e a s t they're r e l a t i v e , 

are they not? 

A. They are r e l a t i v e , and I would p o i n t out t h a t 

t h e i r cumulatives are r e l a t i v e , so t h e i r p e r m e a b i l i t i e s are 

probably somewhat r e l a t i v e . 

Q. You have a pressure advantage i n terms of a 

pressure sink t o the White State 2, r i g h t ? 

A. No, s i r , I couldn't say t h a t w i t h o u t g e t t i n g a 

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 

103 

b u i l d u p . I mean, 24-hour shut-ins i s not an accurate 

i n t e r p r e t a t i o n . 

R e l a t i v e — When I say r e l a t i v e , the H a r r i s 

Federal 8 and the White State 2 are both — One of them i s 

1000, one of them i s 13 00. They're probably somewhat 

s i m i l a r — Well, they're s i m i l a r i n cumulative p r o d u c t i o n 

t o date. They're probably somewhat s i m i l a r i n p e r m e a b i l i t y 

or p r o d u c i b i l i t y , l e t me back up. 

Q, You made t h a t comment back i n May when you t a l k e d 

about the inadequate pressure data i n Section 35. You're 

t a l k i n g about i t again today. 

A. Yeah, i t ' s inadequate. 

Q. Why d i d n ' t you go get something a f t e r the May, 

1996, hearing? You could have gotten a bottomhole pressure 

t e s t ? 

A. Well, t o be p e r f e c t l y honest, s i r , a pen a l t y was 

imposed, and I d i d n ' t see t h a t there was a need t o do t h a t . 

The other t h i n g , I guess, t o p o i n t out here i s , 

we're not going t o — t r y i n g t o go d r i l l a w e l l , and should 

we r e a l l y go out and spend $2000 or $3000 t o prove a p o i n t 

t h a t we be l i e v e has already been r u l e d on and 

substantiated? 

Q. Mr. Jameson, when d i d you get your degree? 

A. I n December of 1988. 

Q. Since your degree have you done r e s e r v o i r 
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simulation? 

A, P r e t t y minor r e s e r v o i r s i m u l a t i o n . Nothing — 

Q„ Nothing l i k e what Mr. Payne has performed here? 

A, No, s i r , I'm a town s h e r i f f up against a 

gunslinger t h e r e . 

Q., Did you understand and appreciate the f a c t t h a t 

the bottomhole pressure data t h a t Mr. Payne was matching 

was generated based upon t e s t s t h a t he was s a t i s f i e d w i t h , 

t h a t were nine of the 22 w e l l s back i n 1993? You heard 

t h a t , r i g h t ? 

A„ I'm s o r r y , could you say t h a t again? 

Q.. Yes, s i r . He — Part of h i s p r e s e n t a t i o n showed 

an elaborate i n v e s t i g a t i o n where he's matching the 

bottomhole pressure of nine of the 22 w e l l s i n the study 

area, r i g h t ? 

A, That i s c o r r e c t , and I might p o i n t out from t h a t , 

a least-squares f i t i s a good f i t . I mean, i t ' s a good 

method of doing i t . 

But i f you look a t Tab 4, the f i r s t page, showing 

bottomhole pressure versus cumulative p r o d u c t i o n , t h e r e i s 

a huge range i n pressures. And as you draw t h a t l i n e 

through those p o i n t s , you get a s u b s t a n t i a l l y d i f f e r e n t gas 

i n place. The bottom p o i n t gives you 66 BCF, the top p o i n t 

gives you 9 3 BCF of recoverable reserves. Least squares i s 

good but I wouldn't hang my hat on i t when you've got t h a t 
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k i n d of range. 

Q„ Yeah, but you know t h a t the upper l i m i t i s wrong 

and the lower l i m i t i s wrong, and so why don't you j u s t — 

A„ How do I know that? 

Q„ Because you've got other pressure p o i n t s t o t r y 

t o match, and so why do you not use a s t a t i s t i c a l l y v a l i d 

methodology, which i s the least-square method? 

A.. I'm not saying i t ' s not a v a l i d method, don't get 

me wrong. What I'm saying i s , there's a wide range i n 

pressures i n the model r e s e r v o i r t h a t we simulated, and t o 

hang your hat on the pressure r i g h t i n the middle, I t h i n k , 

i s i n v a l i d . 

You may have — I don't know which w e l l s — what 

the t h i c k n e s s , p e r m e a b i l i t y , other p r o p e r t i e s were of the 

w e l l s t h a t the pressure data was obtained on, but a l o t 

more comes i n t o play than j u s t t a k i n g the middle one and 

e x t r a p o l a t i n g a l i n e . I mean, you've got a huge range 

t h e r e , 66 BCF t o 93 BCF of recoverable reserves. That's, 

i n my o p i n i o n , too dramatic of a range t o r e a l l y f e e l 

comfortable w i t h . 

Q. Did you understand what he's t r y i n g t o do? 

A. Yes, s i r . 

Q. That he was t r y i n g t o take the least-square l i n e 

and v a l i d a t e t h a t by looking at a l l the data p o i n t s t h a t he 

had, and i f you take the lower range or the upper range, 
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you exclude a number of the data points? 

A„ As I understand i t , s i r , t h a t i s c o r r e c t . But 

the map — As I understood the previous testimony, the map 

net pay was d r a m a t i c a l l y changed as a r e s u l t of the model, 

and how the model — i f the model c o n f l i c t e d w i t h the map, 

the map was changed. And i n my op i n i o n , the model i s not 

accurate enough t o be changing the l o g a n a l y s i s of the 

w e l l s w i t h i n the area. And t h a t was my p o i n t . 

Q„ A l l r i g h t . Let's go back, because I t h i n k e i t h e r 

I misunderstood or you d i d . I t was my understanding t h a t 

Mr. Payne was not even i n t o r e s e r v o i r s i m u l a t i o n a t t h i s 

p o i n t . 

By decline-curve a n a l y s i s , he had come up w i t h a 

number f o r gas i n place, and he had planimetered your map, 

and he found by planimeter w i t h i n h i s study area, he had 8 

BCF of gas i n place. He decided i t was too small because 

i t was not f i t t i n g h i s data, and he asked Mr. Brannigan t o 

look, excluding the Read and Stevens map, i s t o look a t 

t h i s area again and construct a new map, which i s the Read 

and Stevens E x h i b i t 2. And t h a t map f o r our purposes of 

study contains 86 BCF of gas i n place. 

A. How much, i f I — I guess I d i d n ' t see a question 

t h e r e . 

Q. Well, the question i s , are you s t i l l contending 

t h a t Mr. Payne was t r y i n g t o match or a d j u s t the isopach 
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based upon the simulation? Because t h a t ' s not what he d i d . 

A, Maybe I misunderstood h i s previous testimony. 

When I look a t E x h i b i t 2, I see a dramatic change i n the 

net pays on our w e l l s . I mean, the White State 1 went from 

18 f e e t t o 5 f e e t . The White State 2 went from 22 f o o t t o 

18 f e e t . And, you know, I've looked a t the logs out here. 

I don't know how you could p o s s i b l y p i c k something 18 f o o t 

one time and 5 f o o t the next. 

Q„ Let me go back t o your — 

A, That was my whole p o i n t . I — 

Q, A l l r i g h t . Let's go back t o something t h a t 

you've worked on. We've got o r i g i n a l gas i n place i n 

Section 26 and 35. What i s the remaining recoverable gas 

now? What's t h a t number? 

A. Remaining reserves? 

Q. No, s i r , remaining recoverable. I want t o know 

f o r now — 

A. Yeah, remaining recoverable reserves f o r the two 

sec t i o n s , i s t h a t — I'm sorr y , i s t h a t what you asked? 

Q. A l l r i g h t , l e t ' s s t a r t back one step. We had 

o r i g i n a l gas i n place, and you've got 10.2 f o r 35, okay? 

What i s the c u r r e n t gas i n place? 

A. I d i d n ' t simulate i t , so I couldn't r e a l l y give 

you t h a t number. What I can give you i s what I estimate as 

the estimated remaining reserves based on decline-curve 
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a n a l y s i s . With — You know, wi t h o u t a s i m u l a t i o n , I — 

Q„ Well, f o r g e t s i m u l a t i o n . Give me what you t h i n k 

i s gas i n place now. You're produced a bunch. We know the 

o r i g i n a l by your c a l c u l a t i o n . What's l e f t now? 

A., From decline-curve a n a l y s i s , what I have i s 

Section 26 has 4 BCF and Section 3 5 has 4.3 BCF. 

Q„ Yeah, you're g i v i n g me a reserve number. 

A, Yes, s i r . Like I sa i d , I don't have a 

s i m u l a t i o n , and I don't know what the pressures are i n the 

two blocks, the two sections, so I couldn't g i v e you a 

remaining gas i n place, per se. 

Q.. A l l r i g h t . I f you can't give me what your 

o p i n i o n i s of the o r i g i n a l gas i n place — 

A. Remaining? 

Q. Yeah, the c u r r e n t gas i n place a t t h i s p o i n t . 

— how are we ever going t o f i g u r e out what i s UMC's 

r e l a t i v e share of t h a t gas i n place now, versus Read and 

Stevens, except t o do i t l i k e Mr. Payne d i d i t ? 

A. I compliment Mr. Payne on h i s work. He's very 

d i l i g e n t . He — I don't want t o get the wrong impression 

here. He incorporated a l l the data he had. That i s the 

only way — I t h i n k I st a t e d i n my l a s t testimony t o the 

Examiners, t h a t i s the only way t o r e a l l y see what's going 

on out here. 

But because I don't — nobody has pressure i n 
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Section 35 and, f o r t h a t matter, nobody has c u r r e n t 

pressures i n Section 26, I don't t h i n k we can put our 

f i n g e r on what i s the gas i n place f o r e i t h e r s e c t i o n . 

And again, you know, I j u s t — I see some 

problems w i t h net-pay p i c k s , and I see some problems w i t h 

the range of the P/Z c a l c u l a t e d gas i n place. 

But don't get me wrong, I'm not saying Mr. Payne 

d i d n ' t do a good j o b . He j u s t d i d n ' t have a l l the data he 

needed,, and there's a f a i r l y s i g n i f i c a n t change — or a 

range I n the c a l c u l a t e d gas i n place from the P/Z, and I 

t h i n k our map i s an accurate i n t e r p r e t a t i o n of the channel 

system., 

Q., Let me make sure I'm c l e a r . You do not know and 

can n e i t h e r confirm or r e f u t e Mr. Payne's c a l c u l a t i o n of 

the c u r r e n t gas i n place i n 26 or 3 5? 

A. I t h i n k based on the map, I can r e f u t e what he's 

g i v i n g Section 35, j u s t because i t ' s a s u b s t a n t i a l l y 

d i f f e r e n t net-sand map than our net-sand map. But w i t h o u t , 

you know, pressure data i n our s e c t i o n , you r e a l l y can't 

determine, I don't b e l i e v e , the c u r r e n t gas i n place — 

Q. A l l r i g h t . 

A. — because your 24-hour shut-ins aren't accurate 

enough. 

Q. The answer t o my question, then, i s t h a t you do 

not know? 
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A„ I may have t a l k e d too long. I can't remember 

what the question was, I'm sor r y . 

Q„ You do not have an opinion as t o the c u r r e n t gas 

i n place f o r 35 and 26? 

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

MR. KELLAHIN: No f u r t h e r questions. 

CHAIRMAN LEMAY: Thank you. 

Commissioner Bailey? 

COMMISSIONER BAILEY: I don't have any questions. 

CHAIRMAN LEMAY: Commissioner Weiss? 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q., What al g o r i t h m d i d you use t o draw t h i s map? 

A.. I t ' s an a d a p t i v e - f i t t i n g a l g o r i t h m , and the — we 

use geographic system, i f you're f a m i l i a r w i t h i t , and i t ' s 

c a l l e d adaptive f i t t i n g . 

Q„ I f you used another a l g o r i t h m , what would you 

have gotten? My question i s , does the machine draw 

d i f f e r e n t maps l i k e people draw d i f f e r e n t maps? 

A„ Yeah, there are c e r t a i n l y several d i f f e r e n t 

algorithms you can use: minimum curvature, l e a s t square. 

There's many. For a channel system, we've found t h a t 

adaptive f i t t i n g provides the best map. I t shows a channel 

system very s t r o n g l y , and we t h i n k i t ' s the most accurate. 

Q„ I f you had seen t h i s s i m u l a t i o n work before 
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today, say a month ago or l a s t week or something, would you 

have run some pressure-buildup te s t s ? Would you have done 

anything d i f f e r e n t ? 

A„ I probably would have thought about i t p r e t t y 

hard. Obviously, we don't l i k e t o go spend $2000 or $3000 

unless we have t o . But I guess, lo o k i n g a t the package, 

you know, i t ' s a very complete — There's a l o t of data 

t h e r e , and i t looks great. 

I probably would have done i t , j u s t because I 

wouldn 1t want t o come i n here unarmed. 

Q„ Yeah. And then you d i d acknowledge t h a t your 

EURs are l a r g e r than the gas i n place. So there's some 

agreement t h e r e ; everybody saw t h a t . 

A, Yes, s i r . 

Q, And do you t h i n k t h a t an attempt t o honor the 

dynamic data improves the r e s e r v o i r d e s c r i p t i o n ? Or do you 

t h i n k t h a t , you know, j u s t a contour map w i t h adaptive 

f i t t i n g , drawn by t h a t technique, i s of s i g n i f i c a n c e — i s 

enough? 

A.. I t h i n k you've got t o c e r t a i n l y honor the l o g 

an a l y s i s . And when you s t a r t l e t t i n g the r e s e r v o i r 

s i m u l a t i o n d r i v e your end r e s u l t , I t h i n k you do get i n 

t r o u b l e from t h a t standpoint. 

As you probably know, a s i m u l a t i o n i s only as 

good as the data you put i n i t , and i f you don't have any 
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data, i t ' s very tough. Any good pressure data or 

pe r m e a b i l i t y data. 

COMMISSIONER WEISS: Those are my only comments, 

thank you — questions. 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q.. Mr. Jameson, a couple t h i n g s , I guess. I'm 

lo o k i n g f i r s t a t your E x h i b i t Number 1. I s i t p o s s i b l e 

t h a t some of the increased production out of Section 35 

comes from the f a c t you were maybe a year e a r l i e r i n the 

re s e r v o i r ? I t looks l i k e you've completed w e l l s i n 1980, 

1981 i n Section 26, 1981, 1982. I s t h a t a f a c t o r too? 

A. Yes, s i r , c e r t a i n l y t h a t could — we would have 

go t t e n a jump — a headstart on them. 

Q, The other t h i n g , I ' l l j u s t t a l k about the 

channel. I f i n a l l y got out E x h i b i t Number 1 of the 

previous case. We're t r y i n g t o describe something w i t h o u t 

seeing i t , w i t h o u t even having a type l o g . This channel i s 

being t r e a t e d i n here l i k e i t ' s homogeneous, i t ' s one 

d e f i n a b l e — Can we get t h a t e x h i b i t out f o r a minute, 

E x h i b i t 1? I s t h a t something can t a l k from? 

MR. KELLAHIN: Yes, s i r . 

Q. (By Chairman LeMay) Read and Stevens E x h i b i t 1. 

I assume t h i s i s about as good a p o r t r a y a l of 

some of the l o g c h a r a c t e r i s t i c s of the pay as anything 
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we've got i n the... 

A., Yes, s i r , I believe so. 

Q. Well, we see the one channel. We also see, I 

see, some other sands t h a t I guess are not p a r t of the 

channel. They're not connected, anyways, as — Look a t 

B-B f i r s t . B, I t h i n k , would be the — the Read and 

Stevens Number 8 H a r r i s ; i s t h a t r i g h t ? 

A. Yes, s i r . 

Q. Okay. You've got the channel, and you n o t i c e 

you've got some sand p e r f o r a t e d below the channel. I f 

t h a t ' s not connected t o the channel, would t h a t be 

c o n t r i b u t i n g reserves t h a t wouldn't be... 

A. I'm not sure i f i t ' s p e r f o r a t e d or not, s i r . We 

don't show p e r f o r a t i o n s , but — 

Q. The e x h i b i t shows i t t o be p e r f o r a t e d . I'm not 

showincf — not the bottom one. 

A. Oh, okay. 

Q. I'm — j u s t the one — t h a t i s o l a t e d s t r i n g e r 

about — 

A. Yes. 

Q. — 8 f e e t below the main channel. 

A. Yes. 

Q. I guess what we're saying i s , i n t r y i n g t o 

c h a r a c t e r i z e t h i s r e s e r v o i r , are we l o o k i n g a t one sand 

bu i l d u p , the H a r r i s buildup, as being t h i s one body, and 
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t h e r e are other sands t h a t come and go i n the Atoka, t h a t 

can c o n t r i b u t e t o reserves t h a t aren't being isopached? 

A. C e r t a i n l y , t h a t — Yeah, t h a t could be the case. 

I mean, the r e are s t r i n g e r s . There's a Morrow B sand out 

here t h a t we've i d e n t i f i e d f u r t h e r t o the east t h a t ' s r e a l 

p r e v a l e n t . That may be a s t r i n g e r of i t , a c t u a l l y . I'm — 

Q. Well, A' has t h a t also, i t has something down 

p r e t t y close t o the — Of course, we're t a k i n g a w e l l t h a t 

hasn't made much gas. That looks l i k e the — I s t h a t the 

H a r r i s Federal 4? And you have a lower p e r f o r a t e d sand 

i n t e r v a l t here t h a t doesn't seem t o c o r r e l a t e w i t h the main 

pay. 

A. Right. 

Q. Have you isopached t h a t too, or d i d you leave 

t h a t out? 

A. That would have been l e f t out i n our net sand map 

because t h a t ' s , I bel i e v e , the Morrow B sand. 

Q. Okay. 

A. Mr. Brannigan might be able t o — I shouldn't 

speak of t h e i r cross-section, but of our net sand. We 

would have j u s t modeled the upper — what we c a l l A l , A2. 

Q. Which on t h i s cross-section would be t h a t — 

c a l l e d main pay Atoka channel sand? 

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

Q. Okay. I n t r y i n g t o come t o g r i p s w i t h the 
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d i s p a r i t y here, i s i t your testimony t h a t the r e l a t i v e 

share of the remaining gas i n place i s not definable? 

A, Yes, s i r , I cannot define i t w i t h o u t c u r r e n t 

pressure data on — I guess the f o u r w e l l s i n question i s 

probably the way I would do i t , get a buildup on each of 

the f o u r w e l l s t h a t i t — 

COMMISSIONER WEISS: Can't you j u s t s u b t r a c t how 

much has been produced from the gas i n place? Doesn't t h a t 

t e l l you what's l e f t ? 

THE WITNESS: Yeah, you could do t h a t . But what 

you're — Obviously, you would l i k e another data p o i n t 

t h e r e t o n a i l i t down. I mean, i f you had a c u r r e n t 

r e s e r v o i r pressure on the w e l l s , you could much more 

ac c u r a t e l y determine t h a t . 

COMMISSIONER WEISS: You could produce i t — You 

mean you could more accurately measure — 

THE WITNESS: Yes, s i r . 

COMMISSIONER WEISS: — what's been produced t o 

date? 

THE WITNESS: No, s i r , you would know e x a c t l y 

what the r e s e r v o i r pressure was c u r r e n t l y . And I guess i n 

my way of t h i n k i n g , I t h i n k of m a t e r i a l balance and the — 

Well, I haven't done t h a t a n a l y s i s , I guess, t o be honest, 

and i f i n i t i a l gas i n place i s 22 BCF and we've recovered 

t o dates from the two sections 15 BCF, you could f i g u r e a 
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l i n e a r r e l a t i o n s h i p there and come up w i t h a r e s e r v o i r 

pressure t o date, you know, r i g h t now, what i s the average 

r e s e r v o i r pressure? 

But from a remaining-reserves standpoint, I guess 

I show 22 BCF gas i n place, cumulative of 15. So l o o k i n g 

a t i t t h a t way, you would have 7 BCF remaining. I guess I 

missed t h a t . 

Q„ (By Chairman LeMay) Let me end up w i t h a f i n a l 

q uestion. I f you were Charlie Read and you owned Section 

26, would you d r i l l another w e l l i n i t ? And i f you d i d , 

where would you d r i l l i t ? 

A„ I f I was Read and Stevens and — I would not 

d r i l l another w e l l because my gas-in-place model shows t h a t 

you're going t o recover everything t h a t ' s t h e r e w i t h the 

e x i s t i n g w e l l s . 

One of the th i n g s I guess t h a t I question i s 

t h e i r r a t e . I f the r e s e r v o i r pressure — Well, i f there's 

7 BCF remaining, I don't know what the r e s e r v o i r pressure 

would be but i t ' s going t o be f a i r l y low, and the r a t e on 

t h a t w e l l i s probably going t o be p r e t t y low. I guess I'm 

not near as o p t i m i s t i c as they are, as t o the producing 

r a t e of t h e i r proposed w e l l , i n my mind. I'm not sure i t 

would be economic from t h a t standpoint. 

And obviously from my a n a l y s i s , i t ' s not 

necessary from a drainage standpoint. We both have 4 BCF 
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remaining i n our respective sections from decline-curve 

a n a l y s i s . 

CHAIRMAN LEMAY: That's a l l the questions I have. 

Anything else of the witness? I f not, you may be 

excused. Thank you very much, Mr. Jameson. 

THE WITNESS: Thank you. 

CHAIRMAN LEMAY: Are you a l l through? 

MR. KELLAHIN: I am, Mr. Chairman. 

CHAIRMAN LEMAY: Both sides? 

MR. BRUCE: I am. 

CHAIRMAN LEMAY: Do you want t o wind i t up? 

MR. KELLAHIN: Yes, s i r . 

CHAIRMAN LEMAY: Do the f e l l o w Commissioners have 

any questions t h a t might be asked any of the witnesses? 

Okay, l e t ' s wind i t up. Do you want t o go f i r s t , 

or how do you — 

MR. BRUCE: According t o Mr. Carr's r u l e s , I go 

f i r s t , so... 

CHAIRMAN LEMAY: He who's l a s t i s f i r s t ? 

MR. BRUCE: Mr. Chairman, members of the 

Commission, I t h i n k i t ' s — the s i t u a t i o n i s p r e t t y c l e a r . 

We have two sections of land, b a s i c a l l y , we're f i g h t i n g 

over today. Each se c t i o n has w e l l s i n the northwest 

q u a r t e r and the southeast quarter of the s e c t i o n s , and each 

s e c t i o n i s producing about a m i l l i o n cubic f e e t of gas per 
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day. 

I t ' s UMC's a s s e r t i o n t h a t competition between the 

two sections i s equal as of today, but Read and Stevens 

wants t o d r i l l a new w e l l which w i l l give i t a producing 

r a t e of 2.2, 2.4 m i l l i o n per day from i t s s e c t i o n , versus 

UMC's 1 m i l l i o n a day. We don't t h i n k t h i s w e l l should be 

d r i l l e d . 

F i r s t , as Mr. Jameson t e s t i f i e d , i t ' s unnecessary 

t o d r a i n the reserves t h a t are remaining on the two 

sec t i o n s . Therefore, we t h i n k d r i l l i n g the w e l l i s an 

economic waste. 

Second, Read and Stevens — Although they d i d n ' t 

put on t h e i r geology, Read and Stevens' own geology shows 

they can d r i l l a second w e l l i n the southeast q u a r t e r of 

Section 26 a t an orthodox l o c a t i o n and h i t the same amount 

of sand. This t e l l s me e i t h e r , one, they don't b e l i e v e 

t h e i r own geology, or r e a l l y the aim of t h i s w e l l i s t o 

give Read and Stevens an u n f a i r competitive advantage over 

UMC. 

Read and Stevens says, But UMC w i l l u l t i m a t e l y 

produces more gas than us. Well, sometimes t h a t happens, 

whether, as Mr. Jameson said, by s k i l l or luck. The UMC's 

were d r i l l e d before the Read and Stevens w e l l s . I t h i n k i f 

you look a t the e a r l y production data, they were producing 

1, 2, maybe 3 m i l l i o n cubic f e e t a day f o r a year or two i n 
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advance of the Read and Stevens w e l l . That happens. UMC 

wasn't a t f a u l t f o r t h a t . What they d i d was p e r f e c t l y 

normal., 

I n the previous hearing, Read and Stevens 

t e s t i f i e d t h a t the average recovery per w e l l i n the B u f f a l o 

Valley-Penn Pool i s about 2.5 BCF per w e l l . I t s two w e l l s 

i n Section 2 6 are going t o produce an average of 5 BCF per 

w e l l . We t h i n k i t can hardly claim i t ' s a t a c o m p e t i t i v e 

disadvantage. 

Now, Mr. K e l l a h i n got up here i n the beginning 

and s a i d , But Mr. Chairman, there's new data t h a t Examiner 

Catanach d i d n ' t have i n f r o n t of him. 

There i s no new data. Read and Stevens j u s t 

d i d n ' t l i k e the r e s u l t they got the l a s t go-around; they 

h i r e d ei new engineer t o re-manipulate the p r i o r data so i t 

looked more favorable t o them. I n other words, t h e i r s t o r y 

has chcinged. 

When you're going through t h i s , i f you would 

compare Tab 7 of Mr. Payne's E x h i b i t 1, versus Read and 

Stevens' E x h i b i t 3 from the Examiner hearing, i f y o u ' l l 

look a t t h a t map, back i n the f i r s t hearing Read and 

Stevens s a i d , We are going t o u l t i m a t e l y recover 10 BCF, 

and from today we're going t o recover 4 BCF. Not bad. And 

by the same token, UMC was going t o u l t i m a t e l y recover 11 

BCF, almost the same amount, and from today forward recover 
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another 2 BCF. Sounds l i k e t h i n g s are p r e t t y f a i r . 

Today they come i n and say, Huh-uh, we're only 

going t o recover 8.7 BCF, and the e x t r a recovery from our 

s e c t i o n i s only going t o be 2.5 BCF. But UMC, a l l of a 

sudden,, instead of recovering 2 BCF more, i s going t o 

recover 5 BCF more, and i t s u l t i m a t e recovery i s going t o 

be 14.2 BCF versus the 11 from a couple of months ago. 

We're t a l k i n g 50-percent changes i n the numbers here. 

We t h i n k the changes i n the s t o r y are j u s t 

i n c r e d i b l e , not only on the engineering but on the geology, 

and Mr., Jameson had already pointed those out. The changes 

i n the net-pay maps again are not warranted by any new 

data; i t ' s j u s t an attempt t o manipulate the data t o make 

them look poorer than UMC. And as I s a i d , we b e l i e v e t h a t 

adding the new w e l l w i l l c o n t r i b u t e t o an u n f a i r 

c o m p e t i t i v e advantage t o UMC. 

I f the proposed w e l l i s d r i l l e d , t h e y ' l l have a 

100-percent higher producing r a t e than UMC, and t h a t 

advantage w i l l be aggravated by the north-south 

p r e f e r e n t i a l drainage i n t h i s r e s e r v o i r . We don't t h i n k 

t h a t should be permitted. 

Now, a t the Examiner hearing, UMC urged a 33-

percent allowable or a t w o - t h i r d s penalty, and t h a t was 

based not only on footage d i f f e r e n c e s but on undrained 

acreage, which Read and Stevens' p r i o r engineer t e s t i f i e d 
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about. 

Their f i r s t engineer said t h a t 94, 95 acres i n 

the south h a l f was going t o be undrained by the w e l l s as 

now located and t h a t they needed t h a t w e l l t o d r a i n those 

94 acres. We j u s t simply d i v i d e d 94 by 320 and came out t o 

about a o n e - t h i r d allowable. The D i v i s i o n set a pen a l t y , 

in s t e a d , of 50 percent of the w e l l ' s a b i l i t y t o produce. 

I f Read and Stevens i s p e r m i t t e d t o d r i l l t h i s 

w e l l , UMC accepts t h a t 50-percent penalty. We t h i n k i t 

w i l l a l l ow them t o d r i l l the w e l l and s t i l l produce a t a 

f a i r reite, and i t w i l l also minimize any adverse e f f e c t t o 

UMC. 

And as a r e s u l t , we would request the D i v i s i o n ' s 

order t o be a f f i r m e d . 

Thanks. 

CHAIRMAN LEMAY: Thank you, Mr. Bruce. 

Mr. Kellahin? 

MR. KELLAHIN: Members of the Commission, I have 

handed you a p o r t i o n of the O i l and Gas Act, so t h a t we can 

read what we're req u i r e d t o do today. 

The s t a t u t e requires i n subparagraph A.8. t h a t we 

do t h i s , t h a t i n s o f a r as can be p r a c t i c a b l y determined — 

t h a t ' s — I've always had t r o u b l e w i t h t h a t word — and so 

f a r as can be p r a c t i c a b l y obtained w i t h o u t waste, 

s u b s t a n t i a l l y i n p r o p o r t i o n , t h a t q u a n t i t y of recoverable 
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o i l or gas or both under the property bears t o the t o t a l 

recoverable o i l or gas or both from the po o l , w i l l 

represent each party's e q u i t a b l e and j u s t share. That's 

the c o r r e l a t i v e - r i g h t s d e f i n i t i o n t h a t we t a l k about a l l 

the time. 

The only evidence before you i s Mr. Payne's 

evidence as t o what i s the c u r r e n t gas i n place. We're not 

t a l k i n g about balancing the ledger because UMC had t h e i r 

w e l l s i n the pool e a r l i e r . That's not the p o i n t . What 

we're l o o k i n g a t i s the r e l a t i v e share of c u r r e n t gas i n 

place between 26 and 35. I t ignores the f a c t t h a t they're 

s u b s t a n t i a l l y ahead i n withdrawals. You don't penalize 

them f o r being there e a r l y . You do look a t the 

r e l a t i o n s h i p of what they have now i n terms of what they 

get t o take out of the remaining gas i n place. 

Mr. Payne's l a s t d i s p l a y summarizes i t f o r you. 

He i s the only engineer t h a t has t o l d you, based upon the 

a n a l y s i s , the c u r r e n t recoverable gas i n place i s 8.4 BCF. 

Without the p r o t e c t i o n w e l l , the c a l c u l a t i o n 

shows t h a t of the 8.4 BCF, Read and Stevens i s e n t i t l e d t o 

5, UMC i s e n t i t l e d t o 3.4. And wi t h o u t the p r o t e c t i o n 

w e l l , then, UMC gets t o recover an a d d i t i o n a l 3 BCF of gas. 

So what i s the r e l a t i o n s h i p ? You simply take the 

5 BCF i n t o the 8.4, and instead of l o s i n g gas reserves, 

Read and Stevens should have 59 percent of the remaining 
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gas. 

Mr. Jameson d i d not know and he had not 

c a l c u l a t e d — Despite the f a c t t h a t we've been f u s s i n g over 

t h i s since May, he has not chosen t o take any pressure 

data. They have not chosen t o ask me f o r any of our data. 

They have not chosen t o share i n our s i m u l a t i o n . They have 

not chosen t o do anything but t o decide t h a t they don't 

l i k e i t . 

Mr. Bruce t a l k s about drainage. I n h i s c l o s i n g 

statement he must have said i t two or three times, drainage 

Where i s t h e i r drainage c a l c u l a t i o n ? Where have they 

attempted t o q u a n t i f y the magnitude of what occurs i f the 

Federal 11 i s d r i l l e d ? They have simply not done anything 

since the l a s t hearing except give you a gas-in-place 

c a l c u l a t i o n . 

No engineer at the Examiner hearing gave Examiner 

Catanach a gas-in-place c a l c u l a t i o n . The man had no place 

t o s t a r t w i t h the c o r r e l a t i v e r i g h t s s t a t u t o r y o b l i g a t i o n 

t o develop c o r r e l a t i v e share. A l l Examiner Catanach had 

was a geologic i n t e r p r e t a t i o n t h a t had not been v a l i d a t e d 

by the r e s e r v o i r engineer, and he had some decl i n e - c u r v e -

a n a l y s i s conclusions presented by both sides, and n e i t h e r 

side gave him de c l i n e curves. 

And from t h a t they d i d those wonderful l i t t l e 

bubble maps. Aren't those maps fabulous? They presumed 
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r a d i a l p e r f e c t c i r c l e s and what they thought was going t o 

be drainage areas. And they said the southwest q u a r t e r i s 

not going t o be drained t o some extent. 

Well, what we have done i s apologized t o you f o r 

not b r i n g i n g Mr. Catanach a r e s e r v o i r study. And we went 

outside of the company and h i r e d Mr. Payne t o do t h a t work. 

Mr. Jameson compliments Mr. Payne. He s a i d , I f I had the 

time and the t a l e n t and the money, t h a t ' s the k i n d of work 

I ' d l i k e t o do and would have presented t o you. I t ' s the 

work t h a t you have before you. 

I'm d e l i g h t e d t h a t you've incorporated the 

Examineir record. I t ' s only 54 pages; you can read i t i n 3 0 

minutes. And I w i l l i n v i t e you t o share the predicament 

and the dilemma Mr. Catanach had when he t r i e d t o grapple 

w i t h t h i s problem. You can scan through t h e r e , and the 

depth cind the breadth and of the engineering t a l e n t t h a t 

was presented a b s o l u t e l y escapes me, because i n less than 

t e n minutes both of those men are on and o f f . 

I f you want t o come back t o t h a t , l e t ' s look a t 

i t . That's where Mr. Payne went. He went back t o those 

maps. He says, I have planimetered both of those maps. 

The f i r s t Read and Stevens map i s too b i g . I r e j e c t i t . 

I've looked a t the UMC map. I t ' s too small, i t doesn't 

f i t . I n f a c t , i t even doesn't f i t Mr. Jameson today. I t 

doesn't, f i t . He presents i t , admits i t doesn't f i t . 
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What d i d he do t h a t — he should have done t h a t 

he d i d n ' t i s t o f i g u r e out why, among the t h i n g s he was 

shopping through, i t doesn't f i t . A l l we know i s , i t 

doesn't. E i t h e r h i s container i s too small, h i s d e c l i n e -

curve p r o j e c t i o n s are too high, or he may be d r a i n i n g 3 BCF 

o f f of h i s t r a c t t h a t he's not e n t i t l e d t o recover. And 

t h a t s o r t of i s what Mr. Payne i s t e l l i n g us, i s , they're 

going t o get a bunch of gas, more than they're e n t i t l e d t o 

get. 

Look a t t h e i r map. You want t o do geology, l e t ' s 

use t h e i r map. They complain and say t h a t we ought t o be 

i n the southeast quarter of 26, but look a t what they gave 

us f o r a standard l o c a t i o n . There's not a place w i t h i n the 

standard l o c a t i o n i n the southeast quarter t h a t you're 

going t o achieve a net-pay thickness i n excess of the 20 

f e e t . 

And look a t the marvelous southwest q u a r t e r . 

I s n ' t t h a t wonderful? And look a t the distance between the 

two w e l l s t o the common boundary. The UMC w e l l i s only 

1980 f e e t away from the common boundary, and look where 

C h a r l i e Read has got t o compete i f he can't d r i l l another 

w e l l . He's 2400 f e e t away. 

How i n the world i s he ever going t o do i t ? He 

can't do i t . They already have a pressure d i f f e r e n t i a l . 

They enjoy 350 pounds' pressure d i f f e r e n t i a l as we speak. 
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He's got t o p r o t e c t himself, he needs a p r o t e c t i o n w e l l , 

and he does so by p u t t i n g t h a t w e l l i n the southwest 

q u a r t e r . 

I am sympathetic and a p p r e c i a t i v e of Commissioner 

B a i l e y when she says, I recognize your concern i n the 

southwest qua r t e r . Then what about the o d d i t y t h a t we have 

a common source of supply and two d i f f e r e n t r u l e s t o play 

by? I t i n v i t e s a t t e n t i o n , and as soon as we can get beyond 

t h i s c r i s i s we're going t o look a t these r u l e s . I t h i n k 

i t ' s a serious problem t o l e t a r e s e r v o i r be managed, 

p a r t i c u l a r l y when one i s prorated and the immediate o f f s e t 

i s n ' t . We've got a problem we need t o f i x . Don't l e t t h a t 

problem d i s t r a c t you from paying a t t e n t i o n t o t h i s one. 

I f y o u ' l l look a t the Examiner e x h i b i t s and what 

Mr. Jameson t o l d us today, there's something else about h i s 

map. He says t h i s map i s based upon a 13-percent p o r o s i t y 

c u t o f f . 

I f y o u ' l l look a t the t r a n s c r i p t and look a t the 

e x h i b i t s presented back i n May, they were using 8-percent 

p o r o s i t y c u t o f f . A b i g d i f f e r e n c e . 

And i f i t was a problem f o r them, they should 

have f i x e d i t now, but he t e l l s us he's got a discrepancy 

i n the maps, and maybe t h a t w i l l e x p l a i n something. 

I don't know how else t o do t h i s , except t o do i t 

as we propose, t o have each side have a reasonable chance 
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t o determine what i s the c u r r e n t gas i n place, and then 

a p p o r t i o n i t a p p r o p r i a t e l y as req u i r e d by the s t a t u t e . 

We've asked Mr. Payne t o do t h a t , he's 

accomplished i t . I t r e quired him t o t e l l us t h a t the map 

we had was too b i g , the map they had was too small. And he 

and Mr., Brannigan have presented the map, and we've t a l k e d 

about i t , we've looked a t i t . I t ' s E x h i b i t Number 2. 

He has matched pressure, he has looked a t 

bottomhole pressure data from 22 of the w e l l s . They have 

nice delta on nine of them from 1993. Commissioner Weiss 

knows modeling b e t t e r than I w i l l ever expect t o know i t . 

And I w i l l i n v i t e him t o use h i s e x p e r t i s e and c r i t i q u e Mr. 

Payne's work, and i f there's a flaw, t e l l us. 

But i f you agree w i t h us, we would l i k e the w e l l . 

We t h i n k t h a t ' s appropriate. 

I f he's made a mistake, l e t us know, because we 

want t o r e l y and spend our money based upon what he's t o l d 

us i s f a i r and appropriate, and we be l i e v e we can do so 

wi t h o u t h u r t i n g anyone else. And we would l i k e t h a t 

chance. And we would ask t h a t you remove the p e n a l t y and 

l e t us proceed. 

Thank you very much. 

CHAIRMAN LEMAY: Thank you. 

Anything f u r t h e r i n the case? 

We'd l i k e t o get some d r a f t orders, gentlemen. 
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MR. KELLAHIN: Yes, s i r , I ' d be happy t o . 

CHAIRMAN LEMAY: Two weeks? 

MR. KELLAHIN: Shorter than t h a t , i f you l i k e . 

CHAIRMAN LEMAY: Ten days? 

MR. KELLAHIN: Be happy t o . 

CHAIRMAN LEMAY: Thank you. 

Anything else i n the case? 

MR. BRUCE: No, s i r . 

CHAIRMAN LEMAY: Thank you very much. We'll take 

the cas;e under advisement. 

(Thereupon, these proceedings were concluded a t 

4:12 p.m.) 

* * * 
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