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

8:17 a.m.: 

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

Number 11,636, which i s the A p p l i c a t i o n of Matador 

Operating Company f o r an exception from Rule 2.B of the 

s p e c i a l r u l e s and r e g u l a t i o n s f o r the White C i t y -

Pennsylvanian Gas Pool, Eddy County, New Mexico. 

I ' l l c a l l f o r appearances. 

MR. KELLAHIN: Mr. Examiner, 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 , appearing 

on behalf of the App l i c a n t . 

Mr. Examiner, we would request t h a t you 

con s o l i d a t e t h i s case w i t h the next case f o r purposes of 

t a k i n g testimony and hearing the evidence from t h e 

witnesses. 

EXAMINER STOGNER: Any other appearances i n 

11,636? 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. 

I would l i k e t o enter our appearance i n the 

consol i d a t e d cases f o r Chevron, USA, Inc. 

EXAMINER STOGNER: Any other appearances i n 

11,636? 

Okay, a t t h i s time I ' l l c a l l Case Number 11,624. 

STEVEN T. BRENNER, CCR 
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Are t h e r e any a d d i t i o n a l appearances i n t h i s matter, other 

than Mr. K e l l a h i n — Excuse me, Mr. K e l l a h i n , are you 

rep r e s e n t i n g Murchison O i l and Gas, In c . , a t t h i s time? 

MR. KELLAHIN: No, s i r , Mr. C o f f i e l d i s . 

EXAMINER STOGNER: Oh, okay, I'm s o r r y . 

MR. COFFIELD: Mr. Examiner, I'm Conrad C o f f i e l d 

w i t h the Santa Fe law f i r m of Hin k l e , Cox, Eaton, C o f f i e l d 

and Hensley, appearing on behalf of Murchison O i l and Gas, 

Inc . 

EXAMINER STOGNER: Mr. C o f f i e l d , you're j u s t 

e n t e r i n g an appearance i n Case 11,624 — 

MR. COFFIELD: Yes, s i r . 

EXAMINER STOGNER: — i s t h a t c o r r e c t ? 

MR. COFFIELD: Yes, s i r . 

EXAMINER STOGNER: Okay. Are th e r e any other 

appearances i n 11,624? 

MR. KELLAHIN: I f y o u ' l l note my appearance i n 

11,624, Mr. Examiner. 

EXAMINER STOGNER: Mr. K e l l a h i n , so noted. 

MR. CARR: And also mine, Mr. Examiner. 

MR. COFFIELD: Mr. Examiner, please note my 

appearance f o r Case Number 11,63 6. 

EXAMINER STOGNER: Okay, t h a t way w e ' l l have 

everybody represented i n both cases. 

Well, Mr. C o f f i e l d , Mr. K e l l a h i n , how would you 

STEVEN T. BRENNER, CCR 
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l i k e t o proceed i n t h i s matter? 

MR. KELLAHIN: Mr. Examiner, both companies are 

appearing i n support of each other's A p p l i c a t i o n . This i s 

not a contested matter. 

Mr. C o f f i e l d and I have agreed t h a t h e ' l l make 

the f i r s t p r e s e n t a t i o n , and then I ' l l make the second 

p r e s e n t a t i o n . I'm not sure how many witnesses he has. I 

have two t o be sworn, Mr. Examiner. 

EXAMINER STOGNER: How many witnesses do you 

have, Mr. C o f f i e l d ? 

MR. COFFIELD: Two witnesses. 

EXAMINER STOGNER: Two apiece. 

Mr. Carr, do you have any witnesses? 

MR. CARR: No, s i r , I do not. 

EXAMINER STOGNER: W i l l a l l f o u r witnesses please 

stand a t t h i s time t o be sworn? 

(Thereupon, the witnesses were sworn.) 

EXAMINER STOGNER: Mr. C o f f i e l d , you may 

continue. 

MICHAEL S. DAUGHERTY. 

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

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

DIRECT EXAMINATION 

BY MR. COFFIELD: 

Q. Mr. Daugherty, would you please s t a t e your f u l l 

STEVEN T. BRENNER, CCR 
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name, address and occupation? 

A. Michael S. Daugherty, 6716 Garlinghouse, Texas 

[ s i c ] . I'm a petroleum engineer employed by the A p p l i c a n t , 

Murchison O i l and Gas, Inc. I hold the p o s i t i o n of v i c e 

p r e s i d e n t of operations f o r Murchison. 

Q. Mr. Daugherty, are you a r e g i s t e r e d p r o f e s s i o n a l 

engineer? 

A. Yes, I am. I'm a r e g i s t e r e d p r o f e s s i o n a l 

engineer i n the State of Texas. 

Q. And have you p r e v i o u s l y had your c r e d e n t i a l s 

accepted as a matter of record and have you t e s t i f i e d 

before the New Mexico O i l Conservation D i v i s i o n — 

A. Yes. 

Q. — as a petroleum engineer? 

A. Yes, I have. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n of 

Murchison O i l and Gas, In c . , i n t h i s Case Number 11,624, 

and have you made a study of the engineering matters w i t h 

which t h i s case i s involved? 

A. Yes, I have. 

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

Daugherty as an expert petroleum engineer. 

EXAMINER STOGNER: Any objections? Mr. Daugherty 

i s so q u a l i f i e d . 

Q. (By Mr. C o f f i e l d ) Mr. Daugherty, would you 

STEVEN T. BRENNER, CCR 
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please e x p l a i n t o the Examiner what r e l i e f Murchison i s 

seeking by i t s A p p l i c a t i o n i n t h i s matter? 

A. Murchison i s a working i n t e r e s t owner i n and 

operates the Ogden State Number 1 and the Ogden State 

Number 2 w e l l s , located i n Section 2, Township 25 South, 

Range 2 6 East, Eddy County, New Mexico, and these are both 

completed i n the White City-Pennsylvanian Gas Pool. The 

Ogden State Number 1 w e l l i s completed and producing from 

the Morrow formation. The Ogden State Number 2 w e l l i s 

completed and producing from the Atoka f o r m a t i o n . 

For well-spacing purposes i n t h i s f i e l d , both the 

Morrow and the Atoka formations are t r e a t e d as being a 

s i n g l e f o rmation w i t h i n the broad d e s i g n a t i o n of the 

Pennsylvanian formation. 

The f i e l d r u l e s f o r t h i s pool r e q u i r e or provide 

f o r 640-acre spacing w i t h an o p t i o n t o d r i l l a second w e l l 

on each p r o r a t i o n u n i t . The f i e l d r u l e s permit two w e l l s 

t o be d r i l l e d and completed i n the same f o r m a t i o n , i n one 

p r o r a t i o n u n i t . 

Murchison requests an exception t o the f i e l d 

r u l e s t o al l o w the d r i l l i n g of a t h i r d w e l l i n Section 2, 

Township 25, Range 2 6 East. 

Q. Mr. Daugherty, Murchison has prepared several 

e x h i b i t s which you have there before you. Would you please 

r e f e r t o what we've marked E x h i b i t 1 and e x p l a i n t h a t 

STEVEN T. BRENNER, CCR 
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e x h i b i t ? 

A. E x h i b i t 1 i s a land map prepared t o show Section 

2 and the surrounding e i g h t sections. I t was prepared by 

e n l a r g i n g a standard Midland Map Company map and marking 

and annotating i t t o r e f l e c t the w e l l l o c a t i o n s and other 

important f e a t u r e s f o r the purposes of t h i s p r e s e n t a t i o n . 

Q. Thank you, Mr. Daugherty. Would you please p o i n t 

out the l o c a t i o n of our proposed w e l l and advise the 

Examiner whether t h i s would be an orthodox l o c a t i o n ? 

A. This w i l l be — The proposed l o c a t i o n i s an 

orthodox l o c a t i o n . I t w i l l be d r i l l e d 1650 f e e t from the 

south l i n e and 1650 f e e t from the west l i n e of Section 2. 

I t i s marked on the map of E x h i b i t 1 by an arrow. 

I n a d d i t i o n t o t h i s map, I would l i k e t o use 

E x h i b i t Number 2, which w i l l be a u t h e n t i c a t e d by our next 

witness. I t also shows the w e l l s i n Section 2 and the 

surrounding e i g h t sections, but i t i s f u r t h e r color-coded 

t o show which producing formations the w e l l s are producing 

from. 

Q. Okay, Mr. Daugherty, am I t o understand, then, 

t h a t a l l of the w e l l s t h a t produce from the Pennsylvanian 

f o r m a t i o n are represented here on the — what i s now marked 

E x h i b i t 2? 

A. To the best of my knowledge, t h a t ' s c o r r e c t . 

On t h i s map, we've shown or are showing a l l the 

STEVEN T. BRENNER, CCR 
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a c t i v e producing w e l l s i n the n i n e - s e c t i o n area. The map 

i s color-coded. 

The blue dots represent Permian Delaware 

producers, which are not p a r t of the Pennsylvanian Pool and 

would not enter i n t o t h i s hearing. 

The dark purple dots are Wolfcamp p r o d u c t i o n , 

which also are not p a r t of the Pennsylvanian f i e l d r u l e s . 

The yellow dot — There's one w e l l producing i n 

Section 3 6 t h a t ' s a Strawn producer. That would come under 

the j u r i s d i c t i o n of the Pennsylvanian Strawn f i e l d r u l e s . 

The green dots are Pennsylvanian-Atoka 

completions. There i s one Atoka completion i n Section 11, 

one i n Section 10, one i n Section 3, and one i n Section 2. 

The red dots represent Pennsylvanian Morrow 

pr o d u c t i o n . There are approximately e i g h t — I t looks l i k e 

e i g h t and a h a l f . There's a s l i g h t — There's a h a l f a dot 

up t o the top . But not counting i t , t h e r e are e i g h t 

producers i n t h i s n i n e - s e c t i o n area. Two w e l l s are 

a c t i v e l y producing i n Section 12, one w e l l i n Section 11, 

one w e l l i n Section 2, two w e l l s i n Section 35, and two 

w e l l s i n Section 34. 

Our proposed w e l l on t h i s map i s shown w i t h the 

black arrow, and t h a t ' s 1660 f e e t from the south l i n e and 

1660 f e e t from the west l i n e of Section 2. 

Q. Okay, Mr. Daugherty, would you e x p l a i n why you 

STEVEN T. BRENNER, CCR 
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are r e q u e s t i n g t h i s exception t o the f i e l d r u l e s ? 

A. The Ogden State Number 1 w e l l was d r i l l e d and 

completed i n the Morrow formation on February the 7 t h , 

1977. I t was p e r f o r a t e d i n s e l e c t i v e i n t e r v a l s from the 

depth of 10,984 f e e t t o 11,416 f e e t . I t has recovered over 

3.8 BCF of gas and i s s t i l l producing about 14 0 MCF per 

day. 

The Ogden Number 2 w e l l was d r i l l e d and completed 

i n November, 1982. This w e l l was completed i n se l e c t e d 

i n t e r v a l s from 11,049 f e e t t o 11,453 f e e t , i n the Morrow 

fo r m a t i o n , and recovered almost 1.1 BCF of gas before being 

recompleted. 

On September 12th, 1990, t h i s w e l l was plugged 

back and recompleted by p e r f o r a t i n g the Atoka f o r m a t i o n i n 

sel e c t e d i n t e r v a l s from 10,320 f e e t t o 10,372 f e e t . This 

Number 2 w e l l has produced almost 1 BCF of gas from the 

Atoka formation and c u r r e n t l y makes about 300 MCF and 5 

b a r r e l s of condensate per day. 

These two w e l l s are now producing from two 

d i s t i n c t r e s e r v o i r s . Since the f i e l d r u l e s a l l o w two w e l l s 

t o produce from the same r e s e r v o i r and the same 640-acre 

p r o r a t i o n u n i t , the g r a n t i n g of our request would simply 

a l l o w us t o add a second completion t o e i t h e r the Morrow or 

the Atoka formation u n d e r l y i n g Section 2. 

I f our request i s granted, the t h i r d w e l l would 

STEVEN T. BRENNER, CCR 
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be d r i l l e d w i t h i n the p r o r a t i o n u n i t but would only add a 

second completion w i t h i n e i t h e r or other of the c u r r e n t l y 

producing formations. 

Q. Mr. Daugherty, do you and other petroleum 

engineers who are experts w i t h respect t o petroleum 

engineering aspects of southeastern New Mexico and t h i s 

area g e n e r a l l y consider the Pennsylvanian system t o be one 

r e s e r v o i r ? 

A. No, the Pennsylvanian system c o n s i s t s of several 

formations, which include the Morrow, Atoka, Strawn and 

Cisco/Canyon groups. Each of these are i d e n t i f i a b l e and 

separate. There i s no known communication between 

hydrocarbon deposits found w i t h i n one of these formations 

and any other formation. 

Q. Does the New Mexico O i l Conservation D i v i s i o n 

recognize these formations as being separate i n other 

f i e l d s i n New Mexico? 

A. Yes, I am aware of other f i e l d s i n which a 

h o r i z o n t a l plane i s e s t a b l i s h e d which e s s e n t i a l l y — which 

separates — a h o r i z o n t a l plane w i t h i n the same surface 

acreage which e s s e n t i a l l y d i v i d e s the Morrow and the Atoka 

Pools. For instance, the Logan Draw-Morrow Pool and the 

Logan Draw-Atoka Pool are reported as separate f i e l d s or 

pools i n the production r e p o r t s f o r the State of New 

Mexico. 
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Q. Would the g r a n t i n g of your request a l t e r or 

modify the e x i s t i n g f i e l d rules? 

A. No, I do not bel i e v e so. The e x i s t i n g f i e l d 

r u l e s permit two completions i n one r e s e r v o i r . I t may be 

noted, f o r example, as a h y p o t h e t i c a l case t h a t i f 

Murchison could plug i t s Number 2E w e l l , which i s producing 

from the Atoka formation, t h i s would a l l o w us t o — t h i s 

would leave the Ogden 1 as the only producing w e l l i n the 

Morrow form a t i o n . We could then d r i l l the Ogden Number 3 

and complete i t so t h a t i t would produce from the Morrow 

for m a t i o n . 

This could be done w i t h o u t seeking an exception 

t o the f i e l d r u l e s . The e x i s t i n g f i e l d r u l e s are c l e a r l y 

based on the f a c t t h a t two w e l l s are ap p r o p r i a t e i n order 

t o ensure the recovery of hydrocarbons t h a t would not 

otherwise be recovered by only one w e l l . 

Q. I s i t your expert o p i n i o n , then, t h a t i f 

Murchison*s A p p l i c a t i o n i s denied, t h a t t h e r e w i l l be 

hydrocarbons u n d e r l y i n g Section 2 which would not be 

recovered? 

A. Yes. 

Q. So are you seeking t o amend the c u r r e n t f i e l d 

r u l e s ? 

A. No, we are only seeking an exception t o the 

l i m i t a t i o n of two w e l l s per p r o r a t i o n u n i t as i t a p p l i e s t o 
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Section 2. We are not suggesting t h a t t h i s type of 

exception must be ap p l i e d throughout the e n t i r e f i e l d . 

Q. I n your o p i n i o n , Mr. Daugherty, would the 

g r a n t i n g of Murchison*s request and the d r i l l i n g of t h i s 

proposed w e l l be i n the i n t e r e s t of p r o t e c t i o n of 

c o r r e l a t i v e r i g h t s , the prevention of waste and g e n e r a l l y 

be i n the i n t e r e s t of conservation? 

A. Yes, i t would. 

Q. What a d d i t i o n a l testimony do you have? 

A. I do not have any f u r t h e r evidence t o o f f e r , but 

I would l i k e t o request an expedited r u l i n g i n t h i s matter, 

i f t h a t ' s p o s s i b l e . I f the D i v i s i o n i s r e c e p t i v e and so 

wishes, Murchison w i l l have a proposed order prepared f o r 

the D i v i s i o n ' s c o n s i d e r a t i o n i n t h i s case. 

I t was our i n t e n t t o d r i l l t h i s w e l l i n the 

f o u r t h q u a r t e r of 1996. Our A p p l i c a t i o n f o r t h i s hearing 

was submitted on September the 18th. The o r i g i n a l hearing 

was continued u n t i l November the 7th. Year-end d r i l l i n g 

a c t i v i t y i s s u b s t a n t i a l now. We're experiencing d i f f i c u l t y 

i n scheduling a r i g and casing and w e l l s i t e s u p e r v i s i o n 

w i t h o u t an approval of an a p p l i c a t i o n and a d e f i n i t e date 

on which operations may commence. 

Murchison i s w i l l i n g t o a s s i s t i n any way 

p o s s i b l e t o f a c i l i t a t e the e a r l i e s t f i n a l order and would 

very much appreciate any c o n s i d e r a t i o n and assistance of 
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the OCD. 

Q. Does t h a t complete your testimony? 

A. Yes, i t does. 

Q. Was E x h i b i t 1 prepared by you or under your 

supervision? 

A. Yes, i t was. 

Q. Mr. Examiner, we move the admission of E x h i b i t 1 

and pass the witness a t t h i s time. 

EXAMINER STOGNER: E x h i b i t 1 w i l l be admitted 

i n t o evidence. 

Mr. K e l l a h i n , your witness. 

MR. KELLAHIN: Thank you, Mr. Examiner. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Just a couple questions, Mr. Daugherty. 

The Ogden 1 w e l l i s the f i r s t Morrow producer i n 

your s e c t i o n , and i t was d r i l l e d i n 1977? 

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

Q. And i t c u r r e n t l y has cum'd about — I t h i n k you 

sa i d 3.8 BCF? 

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

Q. The second w e l l , then, i s the Number 2 w e l l up i n 

the northeast quarter of your s e c t i o n . I t was d r i l l e d i n 

1986. I t produced out of the Morrow, I t h i n k you s a i d 1.1 

BCF, before t h i s Morrow was abandoned? 
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A. I t produced — Just a second. The Number 2 w e l l 

was completed i n 1982. 

Q. 1982, okay. 

A. Okay. Now, go ahead w i t h your question, please. 

Q. From 1982, then, t o September of 1990, i t was 

producing out of the various Morrow p e r f o r a t i o n s i n t h a t 

w e l l b o r e , and i t cum'd about 1.1 BCF? 

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

Q. And then you abandoned a l l Morrow and moved up 

i n t o the Atoka? 

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

Q. Do you have an engineering e x p l a n a t i o n as t o why 

t h a t w e l l only produced 1.1 BCF, when the other w e l l i n the 

other 160 acres has c u r r e n t l y cum'd 3.8? 

A. Just the q u a l i t y of the sands. The w e l l was — 

We had worked w i t h t h a t w e l l q u i t e a b i t w i t h soapsticks 

and v a r i o u s procedures t o t r y t o keep i t on pr o d u c t i o n . I t 

would not make enough gas t o s u s t a i n commercial p r o d u c t i o n 

and we plugged i t . Obviously, the q u a l i t y of the sands 

weren't as good as they are i n the Number 1 w e l l , and i t 

was not as much gas i n place. 

Q. Okay, so t o the best of your knowledge, i t wasn't 

a mechanical problem w i t h the well? 

A. No, i t was not. 

Q. A l l r i g h t . Thank you, s i r . 
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What i s the reason t h a t Murchison has chosen t o 

propose the t h i r d w e l l i n the s e c t i o n , i n the southwest 

q u a r t e r as opposed t o perhaps the southeast quarter? 

A. Based on geologic i n t e r p r e t a t i o n . 

MR. KELLAHIN: Okay. Thank you, Mr. Examiner. 

EXAMINER STOGNER: Thank you, Mr. K e l l a h i n . 

Mr. Carr? 

MR. CARR: No questions. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Daugherty, are there any other — Well, l e t 

me rephrase t h a t or l e t me go back a l i t t l e b i t . 

What other formations are present i n the 

Pennsylvanian formation or the Pennsylvanian system i n t h i s 

area? 

A. To the best of my knowledge, and I t h i n k my 

g e o l o g i s t would probably be b e t t e r s u i t e d t o answer your 

question, but I bel i e v e t h a t the Strawn, Atoka and Morrow 

are the only producing horizons. I do not b e l i e v e the 

Cisco/Canyon produces i n t h i s area. 

Q. Okay. Are there any Strawn producers w i t h i n t h i s 

n i n e - s e c t i o n i n t e r v a l t h a t you — 

A. Yes, s i r , up i n Section 36 y o u ' l l see a ye l l o w 

dot. 

Q. I've got a black-and-white map. 
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A. Yes, s i r , I'm looking a t E x h i b i t 2. 

Q. Oh, okay. E x h i b i t Number 2, okay. And t h a t ' s 

the only Strawn producer? 

A. I n t h i s n i n e - s e c t i o n area t h a t I'm aware o f , yes, 

s i r . 

Q. Has the r e been any Strawn p r o d u c t i o n i n any of 

your w e l l s i n Section 2? 

A. No, s i r . 

Q. Okay. The Number 1 w e l l , when was i t completed 

i n t he Morrow again? 

A. I n February, 1977. 

Q. Did you review any of the pressure data a v a i l a b l e 

t o t h a t w e l l ? 

A. Yes, s i r . 

Q. Did you see the same pressures or see i n the data 

presented t h a t the Number 2 experienced — Was i t v i r g i n 

pressure? 

A. I don't b e l i e v e so. I do not — I d i d not have a 

bottomhole pressure measurement on the Number 2 w e l l . We 

purchased these p r o p e r t i e s from Mesa petroleum. I found a 

bottomhole pressure of — a c t u a l bottomhole pressure 

measurement on the Number 1 w e l l . I t had 5023 pounds 

measured pressure. I n the Number 2 w e l l , I don't have a 

measured pressure. I n my opi n i o n , the Number 2 w e l l ' s 

pressures were r e l a t i v e l y v i r g i n pressures when i t was 
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completed. 

Q. I s there any evidence of communication between 

the Number 1 and the Number 2 i n the Morrow? 

A. No, s i r , I wouldn't t h i n k so. The Number 2, we 

recompleted i t because i t was depleted. The Number 1 w e l l 

was s t i l l making a l i t t l e over 200 MCF a day. So I was 

able t o produce gas out of the Number 1 w e l l , w h i l e I 

couldn't produce out of the Number 2. I f they had been i n 

communication, I would have thought the Number 2 would stay 

on p r o d u c t i o n . 

Q. Okay. Now, you t e s t i f i e d t h a t the Number 3 was 

needed t o prevent waste, i f i t wasn't allowed t o be d r i l l e d 

a t t h i s time then a d d i t i o n a l production would not otherwise 

be recovered. Are you saying a t t h i s time, or would the 

Number 1 and Number 2 e v e n t u a l l y d r a i n the Morrow for m a t i o n 

i n t h a t southern p o r t i o n of Section 2? 

A. I don't b e l i e v e t h a t ' s the case, no, s i r . Well, 

obviously the Number 1 w e l l i s not — The Number 2 w e l l i s 

not d r a i n i n g any Morrow production a t t h i s time. The 

Number 1 w e l l i s producing a t 140 MCF a day. That's about 

5000 MCF a month. We're not g e t t i n g — t h a t ' s not — That 

would not be commercial production f o r a new w e l l . 

We b e l i e v e t h a t the Number 3 w e l l w i l l f i n d — 

Although t h e r e may be a zone t h a t sees some drainage from 

the Number 1 w e l l , we t h i n k we can f i n d sands t h a t have not 
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been drained by the Number 1 or the Number 2. We t h i n k 

w e ' l l f i n d , i f we can measure them separately, v i r g i n 

pressures i n the Number 3 w e l l . 

Q. Are you aware of any other sections i n the White 

City-Pennsylvanian Gas Pool t h a t have more than two 

producing wells? 

A. Not i n the Strawn. I mean, t h e r e are se c t i o n s 

t h a t have more than two producing w e l l s , but not from the 

Strawn Pennsylvanian. 

Q. Well, I'm t a l k i n g about — 

A. I mean — 

Q. — the Pennsylvanian system. 

A. Yes, s i r , Pennsylvanian system, and I'm not aware 

of t h a t , no, s i r . 

Q. Okay. 

A. And t h a t ' s not the case on t h i s n i n e - s e c t i o n 

area. 

Q. Are you f a m i l i a r w i t h the White C i t y -

Pennsylvanian Pool rules? 

A. I b e l i e v e I am. 

Q. Okay, could you maybe go back h i s t o r i c a l l y when 

i t was f i r s t designated, and what was the spacing and when 

d i d i t go t o 64 0? Do you know? 

A. Bear w i t h me. 

To the best of my knowledge, the f i r s t hearing i n 
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the White City-Pennsylvanian Pool was held i n March 2 0 t h , 

1963. At t h a t time the f i e l d was e s t a b l i s h e d w i t h 640-acre 

spacing u n i t s , p r o v i d i n g f o r one w e l l per s e c t i o n . 

I n 1981, March of 1981, a hearing was he l d t o 

cause the f i e l d t o have 3 2 0-acre spacing. I don't have 

t h a t t r a n s c r i p t of t h a t hearing w i t h me. I have read t h a t 

t r a n s c r i p t . There was a f a i r amount of testimony put on 

d e a l i n g w i t h drainage radiuses. The drainage-radius 

c a l c u l a t i o n supported going t o 320-acre spacing, and the 

Commission ordered t h a t the f i e l d go t o 3 2 0-acre spacing i n 

Order Number R-2429-C. 

Very s h o r t l y a f t e r t h a t , i n J u l y of 1981, the 

Commission reheard or — I'm not sure my terminology i s 

c o r r e c t , but they had another hearing. That was Case 7295, 

and they issued a new order, 2429-D. 

And a t t h a t hearing, f o r various reasons and t o 

p r o t e c t c o r r e l a t i v e r i g h t s , t h e r e were some sections t h a t 

r e a l l y d i d n ' t — would not have b e n e f i t t e d from a second 

w e l l on a s e c t i o n . And f o r whatever reasons, the 

Commission re-issued a new order saying t h a t the spacing 

would be a t t h i s p o i n t 64 0-acre p r o r a t i o n u n i t s w i t h t he 

o p t i o n t o d r i l l a second w e l l on any p r o r a t i o n u n i t , which 

allowed operators t o come i n and propose a second w e l l a t 

t h e i r d i s c r e t i o n i f they f e l t i t was necessary and d r i l l — 

and have two w e l l s on the — i n each 640-acre p r o r a t i o n 
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u n i t . 

A l i t t l e t w i s t i n the d i f f e r e n c e between 320-acre 

spacing and 640-acre spacing i s t h a t the distance 

requirements f o r w e l l s under the most recent order was t h a t 

the w e l l s had t o be 1650 f e e t from e i t h e r side l i n e , 

whereas 320-acre spacing allows you t o get 660 f e e t from a 

s e c t i o n l i n e and 1980. So the — What I'm t r y i n g t o say 

i s , the spacing distance requirements are 64 0, but i t 

allows f o r two w e l l s per s e c t i o n . 

Q. So i t was on 64 0, then went t o 320, then went 

back t o 64 0 w i t h an i n f i l l p r o v i s i o n ? 

A. With an o p t i o n a l w e l l , yes, s i r . 

Q. Was t h a t f l i p - f l o p from a 320 back t o a 640, was 

due more, w i t h what you researched, due more f o r p r o t e c t i o n 

of c o r r e l a t i v e r i g h t s or drainage? Or I should say science 

i n t h i s i n s t a n t . 

A. I b e l i e v e — Well, I read the t r a n s c r i p t , and 

b a s i c a l l y , the operators i n the f i e l d p r e f e r r e d t o go back 

t o the 640-acre spacing w i t h an o p t i o n a l w e l l . They d i d n ' t 

want t o prevent somebody from d r i l l i n g a second w e l l , but 

they d i d n ' t f e e l o b l i g a t e d t o d r i l l — They d i d n ' t want t o 

be o b l i g a t e d t o d r i l l a second w e l l , i f t h a t answers your 

question. 

Q. I guess what I was g e t t i n g a t , once i t went from 

6- — once i t went down t o 320, people t h a t had been 
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g e t t i n g r o y a l t i e s f o r many, many years, weren't g e t t i n g 

them anymore? 

A. That — I believe t h a t may have been the case. 

Q. Probably a p r e t t y good summation of why 2429-B 

was issued. Okay. 

Now, i n the completion, your proposed completion 

f o r t h i s Number 3 w e l l , are you planning t o go i n and open 

up both the Atoka and the Morrow i f i t looks productive? 

A. I wouldn't expect t h a t I would open both of them 

up a t the same time. My experience i n t h i s area i s , the 

Morrow formation i s normally pressured around 5000 pounds 

a t t h i s depth. The Atoka formation has higher pressures, 

i n t he 7000-pound — 6000- t o 7000-pound range. I t becomes 

d i f f i c u l t mechanically t o complete the Morrow and then come 

back and get the Atoka formation and be able t o c o n t r o l the 

w e l l , and I wouldn't expect t h a t . 

But by the same token, i f the Morrow performance 

i s not s a t i s f a c t o r y or i f i t depletes i n a year or two, I 

would plan on going t o the Atoka formation. I would expect 

t o t r y and produce both formations i n t h i s w e l l , although 

not a t the same time. 

Q. W i l l i t ever be, or do you f e e l i t might be 

advantageous i n the Number 1 and/or the Number 2 w e l l a t 

some time i n t h e i r f u t u r e s t o downhole commingle the Atoka 

and the Morrow once the production — or once the pressure 
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i s more equalized? 

A. I n Section 2 t h a t ' s probably not the case. We 

permanently abandoned the Morrow formation i n the Number 2 

w e l l , so t h a t ' s not an op t i o n . I t ' s depleted. 

I n the Number 1 w e l l we do not b e l i e v e we have 

any Atoka — v i a b l e Atoka completions. 

EXAMINER STOGNER: Okay, t h a t ' s a l l the questions 

I have of Mr. Daugherty. 

Are there any other questions of t h i s witness? 

Thank you, s i r . You may be excused. 

Mr. C o f f i e l d ? 

MR. COFFIELD: We c a l l Mr. Marion Causey f o r our 

next witness, Mr. Examiner. 

MARION E. CAUSEY, 

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

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

DIRECT EXAMINATION 

BY MR. COFFIELD: 

Q. Mr. Causey, would you please s t a t e your f u l l 

name, address and occupation? 

A. Marion E. Causey, 3913 Fairwood Court, Midland, 

Texas. I'm an independent petroleum g e o l o g i s t . 

Q. Are you a c e r t i f i e d petroleum g e o l o g i s t , Mr. 

Causey? 

A. Yes, by the American A s s o c i a t i o n of Petroleum 
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Geologists. 

Q. And have you p r e v i o u s l y had your c r e d e n t i a l s 

accepted as a matter of record and have you t e s t i f i e d 

before the New Mexico O i l Conservation D i v i s i o n as a 

petroleum ge o l o g i s t ? 

A. Yes. 

Q. Are you a c o n s u l t i n g petroleum g e o l o g i s t f o r the 

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

A. Yes. 

Q. And are you f a m i l i a r w i t h the A p p l i c a t i o n of 

Murchison i n t h i s Case Number 11,624, and have you made a 

study of the g e o l o g i c a l matters w i t h which t h i s case i s 

involved? 

A. Yes. 

MR. COFFIELD: Mr. Examiner, we tender Mr. Causey 

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

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

Q. (By Mr. C o f f i e l d ) Mr. Causey, you have before 

you several e x h i b i t s which have been prepared f o r Murchison 

i n t h i s case. I t ' s my understanding t h a t you f e e l i n your 

testimony t h a t you w i l l f i n d i t most l o g i c a l t o make 

reference r a t h e r simultaneously or c o l l e c t i v e l y t o the 

fe a t u r e s found i n a l l t h r e e , so would you please r e f e r t o 

what have been marked as E x h i b i t s 2, 3 and 4, and e x p l a i n 

the p e r t i n e n t features i n those e x h i b i t s as they r e l a t e t o 
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Murchison's A p p l i c a t i o n i n t h i s case? 

A. These e x h i b i t s , which are marked 2, 3 and 4, 

demonstrate by s t r u c t u r e map, the two cross- s e c t i o n s , the 

r e l a t i o n s h i p of the proposed l o c a t i o n f o r the Ogden State 

Number 3 w e l l and the producing formations w i t h i n Section 

2, Township 25 South, Range 26 East, and the producing 

formations i n the w e l l s o f f s e t t i n g Section 2. 

Mr. Examiner, I ' d r e f e r you t o E x h i b i t Number 2, 

which i s a s t r u c t u r e map, on a Morrow datum, and t h i s datum 

i s i n d i c a t e d i n E x h i b i t s 3 and 4, the cros s - s e c t i o n s , as 

marked by datum, heavy-mark l e t t e r i n g as datum. The scale 

of t h i s map i s one inch equals 2 000 f e e t . The contour 

i n t e r v a l i s 50 f e e t . 

Mr. Examiner, on E x h i b i t s 3 and 4, which are 

s t r a t i g r a p h i c cross-sections, the v e r t i c a l scale i s one 

inch equals 40 f e e t , and there's no h o r i z o n t a l scale. The 

cross-sections are i n d i c a t e d on the s t r u c t u r e map as A-A', 

E x h i b i t 3; and B-B', E x h i b i t 4. 

The s t r u c t u r e map de p i c t s the s t r u c t u r a l 

r e l a t i o n s h i p of the proposed l o c a t i o n t o w e l l s i n Section 2 

and the o f f s e t w e l l s . The producing formations are c o l o r -

coded on the s t r u c t u r e map, E x h i b i t Number 2, as f o l l o w s : 

The Permian Delaware i s blue, the Permian Wolfcamp i s 

pu r p l e , the Pennsylvanian Strawn i s yellow, the 

Pennsylvanian Atoka i s green, the Pennsylvanian Morrow i s 
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red. 

The logs on the w e l l s d r i l l e d t o the Morrow 

form a t i o n i n Section 2 and the o f f s e t w e l l s are dis p l a y e d 

on cross-sections A-A', E x h i b i t Number 3; B-B1, which i s 

E x h i b i t Number 4. 

These logs are c o r r e l a t e d t o conform t o the tops 

recommended i n 1974, t o the New Mexico O i l Conservation 

Commission, by the I n d u s t r y Pennsylvanian V e r t i c a l 

Nomenclature Committee. The v e r t i c a l l i m i t s of the White 

City-Pennsylvanian Gas Pool have been defi n e d by the New 

Mexico O i l Conservation Commission as comprising a l l of the 

Pennsylvanian system. 

The Pennsylvanian i n t h i s area i s subdivided i n t o 

f o u r recognizable formations. The Cisco and Canyon i s 

lumped as one, the Strawn, the Atoka and the Morrow. The 

Murchison O i l and Gas Number 1 Ogden State Well i n the 

northwest quarter of Section 2 i s producing from the 

Pennsylvanian-Morrow formation a t 10,984 t o 11,416. 

The Murchison O i l and Gas Number 2 Ogden State 

w e l l i n the northeast quarter of Section 2 i s producing 

from the Pennsylvanian Atoka formation a t 10,320 t o 10,372. 

The Chevron Marquardt Federal Number 1 i n the 

northwest q u a r t e r of Section 1 was o r i g i n a l l y completed 

from the Morrow formation, p e r f o r a t i o n s 11,139 t o 11,548. 

I t was recompleted January the 25th, 1995, from the 
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Wolfcamp formation p e r f o r a t i o n s , 9609 t o 9745. 

The Murchison Ringer Number 1, i n the northwest 

q u a r t e r of Section 3, was o r i g i n a l l y completed from the 

Morrow formations, p e r f o r a t i o n s 11,098 t o 11,448. I t was 

recompleted 10-14-80 from Atoka-formation p e r f o r a t i o n s , 

10,266 t o 10,384. 

The Murchison O i l and Gas Moore Fed Com Number 1, 

which i s located i n the southwest quarter of Section 35, i s 

producing from the Morrow formation p e r f o r a t i o n s , 11,097 t o 

11,434. 

The Matador Petroleum Corporation Grynberg 

Federal Com Number 11-1, i n Section 11, northeast q u a r t e r 

of Section 11, i s producing from Morrow f o r m a t i o n 

p e r f o r a t i o n s 11,097 t o 11,434. 

Section 2, Township 25 South, Range 26 East 

p r e s e n t l y has one gas w e l l producing from the Atoka 

for m a t i o n and one gas w e l l producing from the Morrow 

for m a t i o n . 

Q. Mr. Causey, i n your o p i n i o n are the Murchison O i l 

and Gas Number 1 Ogden State and the Murchison O i l and Gas 

Number 2 Ogden State producing from two separate 

r e s e r v o i r s ? 

A. Yes, i n my opinion, these two w e l l s are now 

producing from two d i s t i n c t and d i f f e r e n t r e s e r v o i r s . 

Q. And i n your opinion would the g r a n t i n g of 
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Murchison's request and the d r i l l i n g of the proposed w e l l 

be i n the i n t e r e s t of conservation, the pr e v e n t i o n of waste 

and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A. Yes. 

Q. Mr. Causey, do you have any f u r t h e r testimony t o 

o f f e r ? 

A. No. 

Q. Were E x h i b i t s 2, 3 and 4 prepared by you or under 

your supervision? 

A. Yes, they were. 

MR. COFFIELD: Mr. Examiner, we move the 

admission of Murchison E x h i b i t s 2, 3 and 4 and pass the 

witness a t t h i s time. 

EXAMINER STOGNER: E x h i b i t s 2, 3 and 4 w i l l be 

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

Mr. Kellahin? 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Causey when you look a t the s t r u c t u r e map — 

I simply have i t here as a l o c a t o r f o r me — what's the 

geologic reasons f o r proposing the t h i r d w e l l i n the 

southwest q u a r t e r , as opposed t o the southeast q u a r t e r of 

Section 2? 

A. S t r u c t u r a l r e l a t i o n s h i p . Also, we a n t i c i p a t e 

maximum sand development, or the b e t t e r sand development i n 
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the southwest quarter of the s e c t i o n . 

Q. Southeast quarter of Section 2 i s higher 

s t r u c t u r a l l y , i s i t not, than the southwest quarter? 

A. The southeast quarter, not on t h i s map. 

Q. So your preference f o r your l o c a t i o n has a 

s t r u c t u r a l component t o i t ? 

A. I t does. 

Q. And so — I s t h a t s t r u c t u r a l component an issue 

i n a l l of the Pennsylvanian zones, the Morrow and the 

Strawn and the Atoka? 

A. No. 

Q. Just i n the Morrow? 

A. These are combination s t r u c t u r a l - s t r a t i g r a p h i c -

type t r a p s , so they both — they're two components. 

Q. A l l r i g h t . The s t r u c t u r a l component, though, i s 

i t of s i g n i f i c a n c e i n a l l three of those r e s e r v o i r s ? 

A. I t does appear t o be. 

Q. And so the s t r a t e g y f o r you as a g e o l o g i s t i s t o 

t r y t o p o s i t i o n y o u r s e l f s t r a t i g r a p h i c a l l y but als o 

s t r u c t u r a l l y , and the s t r u c t u r a l component i s t o be higher 

i n t he s t r u c t u r e ? 

A. You have t o consider both e q u a l l y . 

Q. When you deal w i t h the s t r a t i g r a p h i c nature i n 

here, what does your cross-section show i n terms of the 

d i s t r i b u t i o n of the Morrow across the section? I s i t 
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continuous or discontinuous? How would you c h a r a c t e r i z e 

i t ? 

A. Well, as you look a t the cross-sections on 

E x h i b i t 2 and 3, or 3 and 4, the two cross- s e c t i o n s , you 

can see a m u l t i t u d e of sands, and you have t o consider t h a t 

each one separately, t o map i t , has t o — i t s geographical 

d i s t r i b u t i o n here. So a l l of those components have t o be 

considered, and some obviously are not continuous over the 

whole s e c t i o n or across the whole f i e l d . Others are. 

Q. I s i t common i n t h i s southern p o r t i o n of the 

White City-Penn Pool t o have a Morrow w e l l on 160 acres and 

move t o the a d j o i n i n g 160 acres and f i n d t h a t Morrow sand 

package t o be s u b s t a n t i a l l y d i f f e r e n t ? 

A. That i s pos s i b l e , yes, i n some of the w e l l s . 

Q. Okay. What's the d e p o s i t i o n of the Morrow here? 

I t ' s a sand system, i s i t ? 

A. The Morrow i s — yes, predominantly — The 

producing i n t e r v a l s are sandstones. 

Q. And the sandstones, i s t h i s a r i v e r - c h a n n e l 

system, or are you on a beach? What i s the deposition? 

A. The Morrow sands here are deposited as beach-bar 

s t r a n d - l i n e sandstone d e p o s i t i o n a l deposits, which have a 

predominantly northeast-southwest component. 

Q. I f you were t o create an isopach of a general 

d i s t r i b u t i o n of the sand package i n the Morrow, how would 
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t h a t be configured as i t moves across Sections 11 and 2? 

A. They would have a northeast-southwest t r e n d . 

Each one v a r i e s . You have t o map each one i n d i v i d u a l l y . 

Q. I understand t h a t , but there would be a general 

t r e n d t o the deposition? 

A. Of each sand lens, yes. 

Q. Yes, s i r . And i t ' s a general t r e n d , n o r t h e a s t -

southwest? 

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

Q. What happens when you move up i n t o t he — I guess 

the Atoka? 

A. The Atoka i s — Part of i t i s carbonate and some 

of i t i s sandstones here. And there i s a d i s t i n c t 

d i f f e r e n c e from the Morrow. The predominantly mapped zone 

t h a t produces i n the Ogden w e l l t h a t we have recompleted 

has a northwest-southeast component t o i t . I t i s d i f f e r e n t 

from the Morrow. 

Q. As you move up i n t o the Strawn, c h a r a c t e r i z e the 

Strawn f o r us i n comparison t o the Atoka and the Morrow. 

A. The Strawn doesn't produce i n any of these 

f i e l d s , and I haven't mapped i t i n here, i n d i v i d u a l l y or 

separately, since i t ' s not a producing r e s e r v o i r . 

Q. So the operators i n here would be l o o k i n g f o r 

Morrow and Atoka? 

A. That i s c o r r e c t , predominantly. 
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MR. KELLAHIN: Thank you, no f u r t h e r questions. 

EXAMINER STOGNER: Thank you, Mr. K e l l a h i n . 

Mr. Carr? 

MR. CARR: No questions, Mr. Stogner. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Did you map those two i n t e r v a l s l i k e Mr. K e l l a h i n 

was q u e s t i o n i n g you? 

A. Yes, I d i d . 

Q. I was curious why you d i d n ' t b r i n g them i n today. 

A. Well, i t ' s a whole s e r i e s of maps of i n d i v i d u a l 

sand lenses. We could have, but we d i d n ' t . 

Q. Not j u s t — 

A. I d i d n ' t f e e l , Mr. Examiner, t h a t i t would add 

t h a t much t o the testimony, but we could have. 

Q. Mr. Daugherty's testimony suggested t h a t t h i s 

w e l l was needed t o adequately d r a i n a d d i t i o n a l acreage or 

a d d i t i o n a l production t h a t would not otherwise be produced. 

Taking a look a t your B-B', i n the Atoka i n t e r v a l 

between the Ogden State Number 1 w e l l and the w e l l t o the 

south, the Grynberg Federal Com Number 1, what's your 

o p i n i o n of the l i k e l i h o o d of Atoka prod u c t i o n o c c u r r i n g i n 

t h i s — i n t h a t — or i n t h i s quadrant, since n e i t h e r zone 

has been completed a t t h i s point? 

A. Yes, i t i s my opinion t h a t the proposed l o c a t i o n 
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Number 3 has a good chance t o have Atoka p r o d u c t i o n , t o 

encounter Atoka production. 

The Ogden Number 1 w e l l encountered a zone, but 

i t was t i g h t ; i t was not productive. I f you n o t i c e , the 

Grynberg w e l l a t the very top of the Atoka does i n d i c a t e a 

zone of p o r o s i t y . 

Q. And where i n p a r t i c u l a r are you saying? 

A. That would be r i g h t a t the top of the Atoka, 

about 10 f e e t — the top 10 f e e t of the Atoka i n t h a t w e l l , 

j u s t below the Atoka a t — I can't read the f i n e p r i n t i n 

the c r o s s - s e c t i o n , but i t ' s about 11,325 t o about -40, 

which appears t o be — the l o g i n d i c a t e s i t t o be porous i n 

the Atoka. 

Q. Now, on both — or the p e r f o r a t i o n s i n the Morrow 

i n t e r v a l , on the Ogden State Number 1, they appear t o be 

mistakenly i n d i v i d u a l i z e d t o correspond w i t h s t r i n g e r s . I s 

t h a t — Was the i n t e n t of those p e r f o r a t e d i n t e r v a l s i n 

t h i s s e c t i o n , i n the Morrow, t o p i c k up sand s t r i n g e r s t h a t 

appear throughout here? 

A. Yes. 

Q. Okay. Do these sand s t r i n g e r s — because I 

n o t i c e you don't have p a r t i c u l a r p e r f o r a t i o n s i n your 

o f f s e t t i n g w e l l s . Do they extend across, or are they 

p r e t t y muchly i s o l a t e d sand s t r i n g e r s ? 

A. Some of the sandstone s t r i n g e r s have c o n t i n u i t y 
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from w e l l t o w e l l , others do not. And as you go from w e l l 

t o w e l l and map them, some of the sands w i l l be present, 

but they w i l l be t i g h t and nonproductive, even though 

they're present. 

EXAMINER STOGNER: Mr. C o f f i e l d , I have no other 

questions of t h i s witness a t t h i s time. You may be 

excused. 

I may, subsequent t o Mr. K e l l a h i n ' s witnesses, 

r e c a l l Mr. Daugherty, your f i r s t witness. 

MR. COFFIELD: Mr. Examiner, the only other t h i n g 

we have t o add t o t h i s case a t t h i s time i s t o have entered 

i n the record the a f f i d a v i t w i t h respect t o complying w i t h 

n o t i c e p r o v i s i o n s of D i v i s i o n Rule Number 1207, r e f l e c t i n g 

t h a t t he Ap p l i c a n t has conducted an i n v e s t i g a t i o n as t o the 

names and addresses of the p a r t i e s t o be n o t i f i e d , and t h i s 

i s r e f l e c t e d i n the a f f i d a v i t marked as E x h i b i t 5, and we 

would move the admission of t h a t e x h i b i t , i f you please. 

EXAMINER STOGNER: Were the r e other a d d i t i o n a l 

p a r t i e s besides j u s t the operators of o f f s e t t i n g w e l l s t h a t 

were n o t i f i e d pursuant t o t h i s a f f i d a v i t , Mr. C o f f i e l d ? 

MR. COFFIELD: I understand a l l the p a r t i e s I was 

able t o f i n d are operators. Just a minute, Mr. Examiner. 

(Off the record) 

MR. COFFIELD: Mr. Examiner, f o r the sec t i o n s 

which are shown on the e x h i b i t s here as Murchison-operated 
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p r o p e r t i e s , a l l working i n t e r e s t owners were n o t i f i e d . On 

the non-operated sections only the operators were so 

n o t i f i e d . 

EXAMINER STOGNER: Say t h a t again. 

MR. COFFIELD: The sections where Murchison i s 

the operator of the w e l l s , which includes the gray-shaded 

area. 

MR. DAUGHERTY: Section 35, 34, Sections 2 and 3 

and 10, Murchison i s the operator. We know who the non-

operators are. We n o t i f i e d a l l those f o l k s . 

On Sections 36, 1, 12 and 11 we have no way of 

knowing who the non-operators are, or the working i n t e r e s t 

owners. We only could n o t i f y the operators of those 

s e c t i o n s and r e l y on them t o make t h e i r working i n t e r e s t 

owners aware of the hearing. 

EXAMINER STOGNER: And a l l of those s e c t i o n s , 36, 

1, 12 and 11 t h a t are non-Murchison o p e r a t i n g , t h e r e are 

producing w e l l s i n those sections? 

MR. DAUGHERTY: I be l i e v e i n Section — I n 

Section 1, there's not one i n t h i s p a r t i c u l a r f i e l d . 

That's a Wolfcamp completion. There i s a Pennsylvanian 

Strawn producer i n Section 36, and then i n Section 12 and 

10. There are producing w e l l s i n a l l those s e c t i o n s , but 

Section 1 doesn't have one i n t h i s f i e l d t h a t ' s s u b j e c t t o 

these f i e l d r u l e s . 
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EXAMINER STOGNER: So do you f e e l t h a t n o t i f y i n g 

Chevron and the i n t e r e s t s j u s t i n Section 1 was adequate 

f o r t h i s instance, j u s t f o r t h a t section? 

MR. DAUGHERTY: Yes, s i r , I — Yes, s i r . 

EXAMINER STOGNER: Mr. Daugherty, w h i l e I've got 

you up f r o n t here, i s t h i s pool prorated? 

MR. DAUGHERTY: I do not b e l i e v e so. 

EXAMINER STOGNER: Okay. By a l l o w i n g a t h i r d 

w e l l i n t h i s s e c t i o n , w h i l e the others s t i l l have two, and 

i t ' s s t i l l being unprorated, i s c o r r e l a t i v e r i g h t s s t i l l 

being p r o t e c t e d and the f a i r n e s s of a l l w i t h i n the pool by 

i t s s t i l l remaining unprorated? 

MR. DAUGHERTY: I would t h i n k so. My l o g i c and 

the basis of our A p p l i c a t i o n , i s t h a t t h e r e are sec t i o n s 

t h a t have two w e l l s producing from the same f o r m a t i o n , and 

we're attempting t o put a second completion i n the Morrow 

fo r m a t i o n . And i n Sections 34 and 35 the r e are two Morrow 

w e l l s producing. We're merely adding a second w e l l . We 

have two take p o i n t s , those sections have two take p o i n t s . 

EXAMINER STOGNER: You keep r e f e r r i n g t o two 

r e s e r v o i r s . I s i t your advocation t h a t perhaps the White 

City-Penn should be s p l i t up t o two pools? 

MR. DAUGHERTY: No, s i r , I t e s t i f i e d I d i d n ' t 

t h i n k t h e r e was any need t o change the f i e l d r u l e . But I 

t h i n k i t ' s a ppropriate t o recognize t h a t the Atoka and the 
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Morrow are separate formations and t h a t i f we deal w i t h — 

i n t h i s instance we're asking f o r an exception t o the f i e l d 

r u l e s i n t h i s s e c t i o n , where we t h i n k we have a v i a b l e — 

an a d d i t i o n a l Morrow l o c a t i o n t h a t we can d r i l l and produce 

gas t h a t won't be produced from the Number 1 w e l l , t h a t we 

be allowed t o do t h a t . 

EXAMINER STOGNER: Do you f e e l i t may be 

advantageous sometimes i n the f u t u r e w i t h t h i s A p p l i c a t i o n , 

and then I b e l i e v e there's another one today which i s 

asking f o r s i m i l a r — perhaps i n c l u d i n g an a d d i t i o n i n the 

pool r u l e s t o allow f o r a t h i r d or p o s s i b l y a f o u r t h w e l l , 

w i t h i n the pool r u l e s where you wouldn't have t o come t o 

hearing every time f o r such a matter? 

MR. DAUGHERTY: I have not looked a t a l o t of 

pro d u c t i o n beyond t h i s n i n e - s e c t i o n area, because we don't 

have w e l l s i n the n o r t h p a r t of t h i s . This i s a f a i r l y 

l a r g e p o o l . I t h i n k there's — a t one time, 25 t o 30 w e l l s 

completed i n t h i s f i e l d . 

I t h i n k the incidence of the Atoka and the Morrow 

being stacked on top of each other and both zones being 

p r o d u c t i v e i n t h i s f i e l d are somewhat i s o l a t e d t o t h i s area 

t h a t we're l o o k i n g a t . 

I n Section 3, t h a t was an o r i g i n a l l y — the w e l l 

i n t h a t s e c t i o n was o r i g i n a l l y attempted i n the Morrow and 

was unsuccessful, there was only Atoka. 
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There could p o s s i b l y be a Morrow l o c a t i o n i n 

Section 3, but i t wouldn't r e q u i r e a hearing t o do t h a t . 

There's only one w e l l i n t h i s s e c t i o n . The same t h i n g w i t h 

Section 10. 

And we're d e a l i n g w i t h Sections 2 and 11 today, 

and I don't b e l i e v e t h i s question — I don't t h i n k t h i s 

q uestion w i l l crop up f r e q u e n t l y i n the f i e l d . 

Now, t h a t ' s my opinion. I haven't looked a t the 

prod u c t i o n t o the n o r t h , but I don't t h i n k the Atoka i s 

t h a t p r e v a l e n t — i s t h a t present up i n the n o r t h p a r t of 

the f i e l d . 

EXAMINER STOGNER: Okay, I appreciate t h a t . 

Thank you. 

Mr. K e l l a h i n , I bel i e v e we're ready f o r you now. 

MR. KELLAHIN: Mr. Examiner, I've d i s t r i b u t e d our 

geologic and engineering e x h i b i t s t o the p a r t i e s and t o 

you, s i r . 

I also have made a copy of a l l the D i v i s i o n 

orders t h a t deal w i t h t h i s pool i n terms of the pool r u l e s . 

There are a number of them. They s t a r t w i t h Mr. Uhden's 

order back i n 1963 and go forward. 

EXAMINER STOGNER: Thank you, Mr. K e l l a h i n . A 

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

MR. KELLAHIN: Mr. Examiner, our f i r s t witness i s 

a petroleum g e o l o g i s t , Mr. Ken Macho. 
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KEN MACHO, 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

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

s t a t e your name and occupation? 

A. Yes, s i r , my name i s Ken Macho. I'm a petroleum 

working f o r and representing Matador Petroleum, l o c a t e d i n 

Da l l a s , Texas. 

Q. On p r i o r occasions, Mr. Macho, have you t e s t i f i e d 

as a g e o l o g i s t before t h i s D i v i s i o n ? 

A. I have, a long time ago. 

Q. As p a r t of your work as a g e o l o g i s t , have you 

made a study of a p o r t i o n of what we're d i s c u s s i n g today i n 

the White City-Pennsylvanian Pool of Eddy County, New 

Mexico? 

A. Yes, s i r . 

Q. As p a r t of your study, does i t i n c l u d e a review 

of the geologic i n f o r m a t i o n , p a r t i c u l a r l y around Sections 2 

and 11 t h a t we're discussing today i n Township 25 South, 

Range 2 6 East? 

A. Yes, s i r . 

Q. As p a r t of t h a t study, do you now have 

recommendations and opinions t o share w i t h the Examiner 
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concerning the appropriateness of having the o p p o r t u n i t y t o 

d r i l l a t h i r d w e l l i n Section 11, as an exception t o the 

pool r u l e ? 

A. I do. 

MR. KELLAHIN: We tender Mr. Macho as an expert 

petroleum g e o l o g i s t . 

EXAMINER STOGNER: Are the r e any exceptions? 

Mr. Macho i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) By way of background, Mr. 

Macho, l e t ' s go through a couple of these d i s p l a y s , and 

then I w i l l get down t o asking you about your conclusions, 

and then w e ' l l look a t the a d d i t i o n a l data t h a t supports 

those conclusions. 

By way of o r i e n t a t i o n , l e t ' s s t a r t w i t h E x h i b i t 1 

and have you i d e n t i f y f o r the Examiner the data shown on 

E x h i b i t 1. 

A. E x h i b i t 1, i t i s a produc t i o n cum map. I t shows 

the cumulative production i n the immediate area f o r Morrow-

Atoka completions, and i t shows those through 3-96, and i t 

simply shows the cumulative production from those w e l l s 

through t h a t date. 

Q. What's the s i g n i f i c a n c e of the yellow o u t l i n e d 

area? 

A. The yellow represents acreage t h a t Matador has an 

i n t e r e s t i n , and where our acreage i s locat e d . 
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Q. W i t h i n Section 11, there i s a l o c a t i o n t h a t says 

"proposed l o c a t i o n " . What i s t h a t intended t o represent? 

A. That i s the proposed 1650-1650 t h i r d w e l l , the 

Grynberg Number 3. 

Q. And then — 

A. I'm s o r r y , t h a t ' s — I b e l i e v e i t ' s t he Grynberg 

Number 4. I b e l i e v e there's a shallow w e l l already t h e r e . 

Q. A l l r i g h t . So — 

A. Yes, i t ' s the Grynberg Number 4, I b e l i e v e , t h a t 

t h a t i s the t h i r d w e l l t h a t we are asking f o r an exception 

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

Q. Let's set aside the cum produc t i o n map and go t o 

the next d i s p l a y and have you i d e n t i f y and describe t h a t 

d i s p l a y . 

A. E x h i b i t Number 2 i s a cr o s s - s e c t i o n 

i d e n t i f i c a t i o n map, and i t r e f e r s t o the c r o s s - s e c t i o n t h a t 

i s attached, running through the two deep Morrow w e l l s i n 

Section 2, and then down i n t o and i n c l u d i n g the two deep 

w e l l s i n Section 11. 

Q. A l l r i g h t . Let me have you f o l d out the cross-

s e c t i o n — i t ' s E x h i b i t 3 — and a f t e r we get i t unfolded, 

then l e t me ask you some questions. 

When we read from A t o A', we're s t a r t i n g w i t h 

Murchison's Ogden State 1. I t goes t o what they've c a l l e d 

the Ogden State 2. Your header r e f e r s t o i t as the River 
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State 1, but i n f a c t t h a t ' s the same w e l l — 

A. That i s the same w e l l , t h a t i s c o r r e c t . 

Q. A l l r i g h t . And then we move down i n t o your 

Section 11, you p i c k up the northeast q u a r t e r of 11 w i t h 

your Grynberg 1. And then down i n the southeast q u a r t e r of 

11, the f i n a l w e l l i s the Grynberg 2? 

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

Q. A l l r i g h t . Let's take a moment t o e x p l a i n t o the 

Examiner whether you and Murchison's g e o l o g i s t have any 

d i f f e r e n c e s i n nomenclature so t h a t the Examiner 

understands i f there i s any d i f f e r e n c e s of o p i n i o n w i t h 

regards t o what he p r e v i o u s l y saw and what he's about t o 

see i n your work. 

Let's s t a r t f i r s t of a l l w i t h the datum p o i n t 

where you've marked the top of the middle Morrow on the 

cro s s - s e c t i o n . 

A. Yes, s i r . 

Q. How does t h a t compare t o the Murchison dis p l a y ? 

A. I be l i e v e t h a t c o r r e l a t e s w i t h the data p o i n t 

t h a t has been picked on the Murchison e x h i b i t , the same 

l i n e . That i s a c o r r e l a t i o n p o i n t t h a t I used and I've 

broken out i n c a l l i n g the top of them. The middle Morrow 

i n t e r v a l on my map, c o r r e l a t e s t o t h e i r datum p o i n t on 

t h e i r e x h i b i t . 

Q. So when Mr. Stogner gets around t o l o o k i n g a t 
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your isopach of the middle Morrow, what i n t e r v a l have you 

isopached on t h a t subsequent display? 

A. That e x h i b i t w i l l show sand below t h i s top of the 

middle Morrow marker or t h i s datum. 

Q. As we look a t t h a t p o r t i o n of the Morrow below 

the top of the middle Morrow datum p o i n t t h a t you've 

isopached, t h a t isopach i s going t o include a summation of 

numerous s t r a t i g r a p h i c i n t e r v a l s w i t h i n t h a t p a r t i c u l a r 

p o r t i o n of the p o o l ; i s t h a t not true? 

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

Q. A l l r i g h t . Give us an e x p l a n a t i o n as t o your 

geologic i n t e r p r e t a t i o n of the d e p o s i t i o n and the 

environment i n which t h i s Morrow has been deposited. 

A. I t — from the — And I ' l l q u a l i f y t h i s r i g h t a t 

the beginning. I have not done a d e t a i l e d , i n d i v i d u a l , 

zone-by-zone c o r r e l a t i o n . 

I t i s my opinion t h a t these Morrow sands are 

channelized sands, t h a t are being sourced from a n o r t h t o 

n o r t h w e s t e r l y l o c a t i o n . They are coming down and f l o w 

across and along the major White C i t y s t r u c t u r e t h a t has 

already been proposed, the s t r u c t u r e map. 

The isopach maps t h a t you w i l l see do not 

n e c e s s a r i l y f o l l o w or a l i g n the d e p o s i t i o n a l t r e n d s , simply 

because they include a number of s t r a t i g r a p h i c i n t e r v a l s , 

and they apply a p o r o s i t y c u t o f f t o these. 
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But i t i s my i n t e r p r e t a t i o n t h a t the Morrow down 

i n t h i s area i s a channel sand o r i e n t a t i o n , and i t i s 

o r i e n t i n g i n a north-south, s l i g h t l y northwest-to-southeast 

d i r e c t i o n . 

Q. Let's deal w i t h the two Ogden State w e l l s . I n 

what you i d e n t i f y t o be the middle Morrow p o r t i o n , these 

w e l l s are obviously 160 acres apart, side by s i d e , i n the 

n o r t h h a l f of the section? 

A. Correct. 

Q. When we look a t the Morrow i n t e r v a l , from one 

w e l l t o the other, what do you see? 

A. Well, I see a vast change i n what I would 

consider t o be p r o d u c i b l e - q u a l i t y sand. I n the Ogden 

Number 1, by the e x h i b i t here, you can see the zones t h a t 

were p e r f o r a t e d . We've colored i n the p e r f o r a t i o n s i n the 

sands and simply the q u a l i t y of the sands and where those 

sands occur, and i f you look a t the Ogden State Number 2, 

you can see t h a t there i s q u i t e a b i t l a c k i n g of the sand 

q u a l i t y and amount t h a t would meet the p o r o s i t y c r i t e r i a 

t h a t I have ap p l i e d i n loo k i n g a t the isopach maps. But 

there's q u i t e a d i f f e r e n c e i n j u s t the q u a l i t y of the sand 

between those two. 

Q. Are you able t o c o r r e l a t e the sand, i n d i v i d u a l 

sand lenses, between these two w e l l s t o show t h a t t hey're 

continuous? 
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A. I n some instances you can f o l l o w between 160 

acres. Simply i n l o o k i n g a t t h i s e x h i b i t , I can c o r r e l a t e 

a sand i n t e r v a l t h a t i n one case i s 100-percent sand, and 

as you move 160 acres away i t appears t o be maybe 50-

percent sand and 50-percent carbonate. 

So I t h i n k — I t would be my e s t i m a t i o n here t h a t 

you have a very d i f f i c u l t time c o r r e l a t i n g and c a r r y i n g 

these sand lenses from one w e l l t o another, 160 acres away. 

Q. Let's look a t the two Matador w e l l s . We have 

those also 160 acres apart. Draw comparisons and 

d i f f e r e n c e s as we compare those two w e l l s i n t h i s p o r t i o n 

of the Morrow. 

A. Well, once again, as you look a t the cross-

s e c t i o n and also as you look a t the isopach map d e a l i n g 

w i t h t h i s lower zone, you can see t h a t the amount of sand 

t h a t ' s colored yellow appears t o be somewhat s i m i l a r . The 

amount of p o r o s i t y t h a t i s colored red, j u s t as a 

c r o s s p l o t , i t i s not n e c e s s a r i l y — the c r o s s p l o t i s what 

has been colored red here. You can see t h e r e appears t o be 

more c r o s s p l o t p o r o s i t y i n the Number 1 w e l l , versus the 

Number 2. But again a p r e t t y d i f f i c u l t way of c o r r e l a t i n g 

from one w e l l t o the other, although i n these two examples 

I t h i n k you can c o r r e l a t e a couple of the i n t e r v a l s and say 

t h a t I f e e l l i k e the sands i n the Grynberg 1 do c o r r e l a t e 

over t o the Grynberg 2, a l i t t l e b e t t e r than, say, from the 
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Ogden over t o the Ogden 1. 

Q. Let's move above t h i s i n t e r v a l , then, and look a t 

the next p o r t i o n of the cross-section, between the top of 

the upper Morrow and the top of the middle Morrow. W i t h i n 

t h a t l i n e d i n t e r v a l , you've i d e n t i f i e d v a r i o u s p o i n t s of 

p o t e n t i a l p roduction of each of the wells? 

A. Yes, s i r . 

Q. When you put t h a t together on an isopach, what 

are t he v e r t i c a l l i m i t s of the area mapped on the isopach 

t h a t w e ' l l look a t l a t e r , i d e n t i f i e d as the upper Morrow 

and Atoka? 

A. A l l r i g h t , as you go from — Well, t h i s middle 

i n t e r v a l encompasses the upper Morrow i n t e r v a l t h a t I have 

included i n the isopach. And then also you can move up — 

up the s e c t i o n , up i n t o the Atoka t h a t I have simply as a 

c o r r e l a t i o n marker, and then j u s t above i t , and I have 

inclu d e d sands up t o — and y o u ' l l see i n the Grynberg 

Number 2 w e l l t h a t there i s a small l i t t l e Atoka sand way 

up i n the top, and t h a t zone has been also included. That 

would be the end of what I have included i n the isopach on 

any of these maps, and i n f a c t , any of the w e l l s i n the 

area t h a t i nclude what I'm c a l l i n g Atoka Morrow isopach, 

the middle — 

Q. A l l r i g h t , l e t ' s — 

A. — the middle isopach, middle Morrow — or excuse 
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me, upper Morrow Atoka. 

Q. A l l r i g h t , l e t ' s look a t the f a r r i g h t side of 

the c r o s s - s e c t i o n of the Grynberg 2 w e l l . There's a 

p o r t i o n h i gh on the l o g of t h a t w e l l where you have f o r 

nomenclature purposes i d e n t i f i e d t h a t as Atoka. 

A. Yes, s i r . 

Q. Am I c o r r e c t i n remembering t h a t the Murchison 

g e o l o g i s t r e f e r r e d t o t h a t as Strawn, or am I t h i n k i n g of 

something else? 

A. No, I bel i e v e t h a t ' s covered also as Atoka. 

Q. A l l r i g h t . So there i s no d i f f e r e n c e i n op i n i o n 

between the two of you as t o what you're c h a r a c t e r i z i n g as 

Atoka? 

A. I be l i e v e t h a t ' s c o r r e c t i n t h i s case. 

Q. A l l r i g h t . So i n your well b o r e , the Strawn i s 

going t o be o f f of t h i s c r o s s - s e c t i o n , i t ' s going t o be — 

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

Q. — f a r t h e r uphole? 

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

Q. Let's look a t the Grynberg 1 w e l l and have you 

t e l l us what i s the c u r r e n t s t a t u s of t h a t w e l l . 

A. The Grynberg Number 1 i s c u r r e n t l y producing from 

the Morrow p e r f o r a t i o n s t h a t you see here. That w e l l i s 

making anywhere from 150 down t o 80 MCF a day. We are i n 

the process of running some soapsticks i n t h a t w e l l , but 
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t h a t w e l l i s producing and producing from the e x i s t i n g 

Morrow p e r f o r a t i o n s t h a t you see on the c r o s s - s e c t i o n . 

Q. A l l r i g h t . Let's t u r n t o the Grynberg Number 2 

w e l l and have you describe f o r us the c u r r e n t s t a t u s of 

t h a t w e l l b o r e . 

A. That w e l l has been plugged out, you can see a 

bridge plug l i s t e d down here a t 11,195, plugging o f f the 

lower and middle Morrow p e r f o r a t i o n s . That w e l l i s 

c u r r e n t l y i n the Atoka sand up a t the top of the cross-

s e c t i o n . That w e l l i s c u r r e n t l y making about 60 MCF a day. 

Q. What i s your expectation of the remaining l i f e of 

t h i s w e llbore i n terms of i t s a b i l i t y t o produce out of 

t h a t Atoka p e r f o r a t i o n ? 

A. At c u r r e n t , we foresee approximately t h r e e months 

of a d d i t i o n a l production coming from t h i s zone before t h a t 

zone w i l l be plugged o f f . 

Q. And where w i l l you go then? 

A. And we would move up t o — And here's where a 

l i t t l e d i f f e r e n c e comes i n . We would move up t o an 

i n t e r v a l t h a t I would c a l l the Strawn, which c o r r e l a t e s t o 

what Murchison has c a l l e d the top of t h e i r Atoka, which 

they are p e r f o r a t e d i n a t t h i s time, and they c a l l Atoka. 

Q. Okay. 

A. And we would move up t o t h a t p a r t i c u l a r upper 

zone. 
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Q. What do you see t o be the j u s t i f i c a t i o n , then, 

f o r t he t h i r d w e l l i n the pool, f o r Matador, i f the 

D i v i s i o n approves the d r i l l i n g of the w e l l i n the northwest 

q u a r t e r of 11? 

A. Well, f i r s t t h a t , from our engineering 

c a l c u l a t i o n s , we f e e l t h a t there i s recoverable gas i n 

place on Section 11 t h a t , w i t h o u t a t h i r d w e l l , w i l l not be 

recovered by the e x i s t i n g w e l l or w e l l s t h a t are t h e r e now. 

Q. I n order f o r the engineer t o a r r i v e a t those 

c a l c u l a t i o n s , d i d you a s s i s t him by attempting t o map the 

d i s t r i b u t i o n of these various sand packages? 

A. Yes, s i r , and t h a t i s what i s r e f e r r e d t o as 

E x h i b i t Number 5 and Number 6, i n preparing an isopach map 

d e a l i n g w i t h sand thickness and p o r o s i t y c u t o f f . 

Q. Separate and apart from the engineering 

c a l c u l a t i o n s of a f f e c t e d drainage areas from a s t r i c t 

g e ologic p o i n t of view, i s there a reasonable p r o b a b i l i t y 

t h a t a wellbore i n the northwest q u a r t e r of Section 11 i s 

going t o encounter Morrow sand lenses t h a t have not been 

produced i n the e x i s t i n g w e l l s i n the section? 

A. I b e l i e v e so. Just i n r e f e r r i n g back and l o o k i n g 

a t the Morrow — a t the s e c t i o n here, I b e l i e v e i t ' s 

r e a l i s t i c t o t h i n k t h a t you're going t o f i n d and encounter 

new and d i f f e r e n t r e s e r v o i r sands than what has been 

exposed i n the e x i s t i n g two w e l l s i n Section 11. 
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Q. Let's take a moment and look a t the s t r u c t u r e 

map, which i s E x h i b i t Number 4. And before we t a l k about 

the d e t a i l s of the s t r u c t u r e , l e t ' s j u s t look a t the 

p a t t e r n of the w e l l s t h a t have been d r i l l e d i n Section 11 

and 12 and i n the n o r t h h a l f of 13 and 14. 

When you look a t the p a t t e r n , i t appears t o be on 

a de f a c t o basis, i f you w i l l , t h a t Morrow w e l l s have i n 

f a c t been d r i l l e d on 160-acre spacing. 

A. Yes, s i r . 

Q. When you look a t the logs and the data from those 

v a r i o u s w e l l s , are you seeing t h a t each of these wellbores 

i n some combination i s accessing a d d i t i o n a l reserve 

p o t e n t i a l , t h a t the o f f s e t t i n g w e l l has not been able t o 

f u l l y develop? 

A. I b e l i e v e so. I b e l i e v e you — Again, going back 

t o each w e l l , i n many instances, i t i s p e r f o r a t i n g zones 

t h a t are not present or not developed i n an o f f s e t t i n g 160-

acre spot l o c a t i o n . 

Q. Does i t appear t o you as a g e o l o g i s t t h a t a w e l l 

d e n s i t y of one w e l l per 160 i s too great? 

A. I f you are i n the, quote, t h i c k channel, the 

t h i c k p o r t i o n of the r e s e r v o i r , the 160-acre spacing, by 

t h i s r i g h t here, appears t o be s u f f i c i e n t t o be able t o 

d r a i n t h a t 160 and be able t o d r a i n an e f f e c t i v e area. 

Q. Well, apart from drainage areas, though, 
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g e o l o g i c a l l y you are accessing a d d i t i o n a l sand lenses t h a t 

are not f u l l y developed i n the 160-acre o f f s e t ? 

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

Q. A l l r i g h t . Let's look a t the s t r u c t u r e map. 

Murchison's g e o l o g i s t had a s t r u c t u r a l component t o h i s 

s t r a t e g y f o r w e l l l o c a t i o n s and development of the 

hydrocarbons i n the Pennsylvanian. Do you have a 

s t r u c t u r a l component i n your analysis? 

A. Yes, I bel i e v e — The isopach maps do not take 

t h a t i n t o c o n s i d e r a t i o n , but yes, I consider t h a t t h e r e i s 

a s t r u c t u r a l component, c e r t a i n l y , t o the w e l l s and the 

b e t t e r w e l l s i n the f i e l d , yes. 

Q. Give us an example of t h a t . Perhaps we could 

compare the production cum map, E x h i b i t 1, w i t h s t r u c t u r a l 

p o s i t i o n of w e l l s shown on E x h i b i t 4 and have you give us a 

f o r - i n s t a n c e . 

A. Well, I t h i n k j u s t — As you come from south t o 

n o r t h , i f you drop down i n t o the n o r t h h a l f of Section 14, 

th e r e i s a w e l l down there t h a t i s i n one of the lower 

p o s i t i o n s , completed i n the Morrow, t h a t ' s made 2.3 BCF. 

As you progress t o the n o r t h , up i n t o Section 11, 

you have two w e l l s , each making 3.3 and 3.9 BCF, t h a t are 

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

And then f i n a l l y as you move up t o and get up 

i n t o Section 2 where now you're up t o , say, the Ogden 
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Number 1, the 3.8 BCF, they are i n a s t r u c t u r a l h i g h 

p o s i t i o n . 

And i f you drop o f f and go t o Section 3 or i f you 

drop o f f and go t o Section 10, y o u ' l l see those w e l l s more 

on the f r i n g e s do not have q u i t e the s t r u c t u r a l p o s i t i o n 

and do not have q u i t e the a n t i c i p a t e d or reserve p o t e n t i a l 

t h a t these other w e l l s do. 

Now, I ' l l q u a l i f y t h a t by — You also have t o 

take i n t o c o n s i d e r a t i o n , obviously, the isopach values t h a t 

p l a y an important there also. 

Q. Well, l e t ' s do t h a t now. Let's take t he 

s t r u c t u r e map and take E x h i b i t 5, which i s your isopach of 

t h i s upper-Morrow/Atoka i n t e r v a l , and look s p e c i f i c a l l y a t 

Section 14 — 

A. Yes, s i r . 

Q. — where we have the Matador White C i t y Federal 

w e l l up i n the northeast quarter of t h a t s e c t i o n . 

A. Right. 

Q. Your isopach shows a combined thickness of these 

v a r i o u s Morrow i n t e r v a l s of 51 f e e t , r i g h t ? 

A. Yes, s i r . 

Q. And t h a t ' s using an 8-percent p o r o s i t y c u t o f f ? 

A. That i s using an 8-percent d e n s i t y p o r o s i t y 

c u t o f f , t h a t ' s c o r r e c t . 

Q. When you look a t t h a t w e l l ' s s t r u c t u r a l p o s i t i o n 
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on E x h i b i t Number 4, you f i n d t h a t i t i s downstructure t o 

w e l l s i n Section 11? 

A. Yes. 

Q. Draw the comparison, then, i n terms of t h i c k n e s s , 

when we look a t the w e l l s i n 11, t h a t have about 24 t o 27 

f e e t , a b e t t e r s t r u c t u r a l p o s i t i o n , and y e t the w e l l i n 14 

has got 51 f e e t and a poorer s t r u c t u r a l p o s i t i o n . What i s 

the e f f e c t on the p r o d u c t i v i t y of the w e l l ? 

A. Well, obviously, you can — The w e l l i n 14, 

again, made 2.3 BCF. I t i s b a s i c a l l y t w i c e as t h i c k as the 

w e l l s up i n 11, y e t i t i s i n a downstructure p o s i t i o n . So 

i f s t r u c t u r e played no p a r t , then the w e l l i n 14 should 

have been an e x c e l l e n t w e l l , and probably t w i c e the 

reserves of the w e l l s i n 23 and 27. 

Yet due t o i t s s t r u c t u r a l p o s i t i o n , I f e e l l i k e 

t h a t has been r e s t r i c t e d , and t h e r e f o r e the sand isopach i s 

present, but i t s s t r u c t u r a l p o s i t i o n causes i t t o lose 

e f f e c t i v e economic drainage and have less reserves. 

Q. Let's go t o the isopach i t s e l f , then, E x h i b i t 5, 

and have you give us your general summation and 

i n t e r p r e t a t i o n of the d i s t r i b u t i o n of those m u l t i p l e sand 

packages t h a t you have displayed on t h i s e x h i b i t . 

A. Again, the map represents an isopach of only 

8-percent d e n s i t y c u t o f f i n the sands. I t shows a f a i r l y 

n orth-south t r e n d and counts the net pay — or as net pay 
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those footages greater than 8 percent on the map, or on the 

— on each l o g . 

Q. Let's t u r n now t o E x h i b i t Number 6 and look a t 

your sand d i s t r i b u t i o n f o r the middle Morrow i n t e r v a l t h a t 

i s shown on t h i s e x h i b i t . 

A. Again, an 8-percent p o r o s i t y c u t o f f from the 

logs, not as t h i c k , not as many, quote, i n t e r v a l s , or as 

t h i c k and b e t t e r - b e t t e r developed i n t e r v a l s . 

Yet you can see the t r e n d developing here, a 

l i t t l e more of a northwest-southeast, and then i t does 

curve back, come around t o a northeast-southwest up towards 

the n o r t h , but again counting 8-percent d e n s i t y p o r o s i t i e s . 

Q. Summarize f o r us your conclusions, Mr. Macho. 

A. Well, i n preparing the isopach maps, i n l o o k i n g 

— the s t r u c t u r e , the a v a i l a b i l i t y of numerous sand 

packages throughout t h i s area, i t i s my o p i n i o n t h a t a — 

the proposed l o c a t i o n , t h i r d l o c a t i o n i n Section 11, i t i s 

necessary t o recover new, non-recoverable reserves, again 

r e i n f o r c i n g the idea t h a t i n a three-month p e r i o d we w i l l 

not have a second w e l l w i t h i n approximately 600 t o 700 f e e t 

of these lower Morrow i n t e r v a l s , producing. We w i l l only 

have one w e l l producing from them. 

We a n t i c i p a t e being up the hole i n t o t h e , quote, 

Strawn/Atoka i n t e r v a l t h a t Murchison i s i n — t h e r e w i l l 

o n l y be one zone there — and t h a t we could and h o p e f u l l y 
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w i l l be allowed t o d r i l l t h a t t h i r d w e l l t o put two 

producers i n t o the Morrow i n t e r v a l , and/or Atoka i n t e r v a l 

and recover these unrecoverable reserves from Section 11. 

Q. Unrecoverable i n s o f a r as the e x i s t i n g wellbores? 

A. The e x i s t i n g wellbores, t h a t ' s c o r r e c t . 

MR. KELLAHIN: A l l r i g h t , s i r . That concludes my 

examination of Mr. Macho, Mr. Stogner. 

We move the i n t r o d u c t i o n of h i s E x h i b i t s 1 

through 6. 

EXAMINER STOGNER: Thank you, Mr. K e l l a h i n . 

1 through 6 w i l l be admitted i n t o evidence a t 

t h i s time. 

Mr. C o f f i e l d , your witness. 

MR. COFFIELD: We have no questions of t h i s 

witness. 

EXAMINER STOGNER: Mr. Carr? 

MR. CARR: I have no questions. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Did you have an o p p o r t u n i t y t o take a look a t the 

two or inspect c l o s e l y the logs i n the o f f s e t t i n g Section 

12? 

A. I worked those i n t o my map, yes, s i r . 

Q. I was curious about how the p e r f o r a t e d i n t e r v a l 

corresponded between those two w e l l s , t w i n n i n g your two 
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w e l l s . 

A. I n going back and lo o k i n g a t my isopach map, 

th e r e are p e r f o r a t i o n s i n both and would correspond 

s i m i l a r l y now, i n t e r v a l w i s e , w i t h o u t having the l o g r i g h t 

here i n f r o n t of me. There are p e r f o r a t i o n s i n the middle 

Morrow, what I have mapped as middle Morrow i n each of 

those f o u r w e l l s , and there are p e r f o r a t i o n s i n the upper 

Morrow, i n each of those four w e l l s . 

And I do not remember the s p e c i f i c s , but I would 

dare say w i t h a thickness of 40 f e e t i n the s o u t h e r l y w e l l 

i n 12, the southwest, I would t h i n k t h a t i t would probably 

have t h i s upper development i n the upper Morrow t h a t i s 

c a r r y i n g across from the Ogden w e l l s and coming south i n t o 

Section 11. 

EXAMINER STOGNER: There appears t o be some very 

unique s i m i l a r i t i e s between the two sets of w e l l s , t w i n n i n g 

each other. 

I have no other questions of t h i s witness, Mr. 

K e l l a h i n . 

You may proceed. 

MR. KELLAHIN: A l l r i g h t , s i r . 

Do you want t o leave the d i s p l a y s up t h e r e , Ken, 

and w e ' l l l e t Tracy have them? 

Mr. Examiner, our next witness i s Tracy Evans. 

Mr. Evans i s a petroleum engineer. 
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TRACY EVANS. 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Evans, 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 Ronald Tracy Evans. I'm a petroleum 

engineer, engineering manager, f o r Matador Petroleum, 

D a l l a s , Texas. 

Q. On p r i o r occasions have you t e s t i f i e d before the 

Di v i s i o n ? 

A. No, s i r . 

Q. Summarize f o r us your education. 

A. I graduated from the U n i v e r s i t y of Oklahoma w i t h 

a bachelor of science i n petroleum engineering i n 1984. I 

have worked 12 years i n the i n d u s t r y . 

And my other education i s , I have an MBA i n 1995 

from the U n i v e r s i t y of Texas a t Dallas. 

Q. As p a r t of your employment experience, do you on 

a r e g u l a r basis perform engineering c a l c u l a t i o n s and look 

a t p r o d u c t i o n on behalf of Matador? 

A. Yes, s i r . 

Q. As p a r t of your work here, d i d you take Mr. 

Macho's isopachs and attempt t o analyze those and t o 
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c a l c u l a t e on a volumetric basis the o r i g i n a l gas i n place 

f o r Section 2 and Section 11? 

A. Yes, s i r , I d i d . 

Q. I n a d d i t i o n , have you examined d e c l i n e curves f o r 

each of those f o u r wells? 

A. Yes, s i r . 

Q. And based upon the d e c l i n e curves, have you 

forecasted an estimated u l t i m a t e gas recovery? 

A. Yes, s i r , I have. 

Q. Based upon a l l t h a t i n f o r m a t i o n , were you able t o 

c a l c u l a t e what your estimate i s of a f f e c t e d acres being 

drained by the f o u r wells? 

A. Yes, s i r , I d i d . 

MR. KELLAHIN: We tender Mr. Evans as an expert 

petroleum engineer. 

EXAMINER STOGNER: Any objection? 

Mr. Evans i s so q u a l i f i e d . 

Q. (By Mr. Ke l l a h i n ) Mr. Evans, I recognize t h a t 

t h e r e i s not enough i n f o r m a t i o n here t o c a l c u l a t e the exact 

shape f o r the drainage areas, and I recognize t h a t t he 

c a l c u l a t i o n r e q u i r e s you t o sum what might be i n d i v i d u a l 

r e s e r v o i r packages. 

But w i t h i n those l i m i t a t i o n s , were you able t o 

approximate what i n your o p i n i o n are the general area of 

drainage being developed by each of the f o u r wells? 
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A. Yes, s i r . 

MR. KELLAHIN: Let's t u r n and look a t t h a t 

i n f o r m a t i o n . I f y o u ' l l s t a r t w i t h E x h i b i t Number 7, l e t ' s 

have you describe f o r the Examiner what you have c a l c u l a t e d 

and what you have concluded. 

I n a d d i t i o n , Mr. Examiner, I've made a 

ty p o g r a p h i c a l e r r o r on the o r i g i n a l gas i n place. That 

number should be 43,560. I t h i n k I've noted i t on your 

e x h i b i t . 

Q. (By Mr. Ke l l a h i n ) Please continue, Mr. Evans. 

A. E x h i b i t 7 i s my estimate of the o r i g i n a l gas i n 

place i n Section 2 and Section 11. I have taken Mr. 

Macho's isopach maps and planimetered them. That i s what 

i s r e f e r r e d t o as the isopach volume of the r e s e r v o i r . 

Q. A l l r i g h t , stop r i g h t t h e r e . Did you take both 

isopachs? 

A. Yes, s i r . 

Q. Both the middle Morrow and then h i s upper 

Morrow/Atoka? 

A. Yes, s i r . 

Q. You combined the t o t a l thicknesses, then, t h a t he 

u t i l i z e d ? 

A. Yes, s i r . 

Q. A l l r i g h t . So now you have a volume? 

A. I have a volume of r e s e r v o i r rock. 
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Q. Then what d i d you do? 

A. You take the volume of r e s e r v o i r rock, assuming 

an average p o r o s i t y of 8 percent, an average water 

s a t u r a t i o n of 30 percent, an o r i g i n a l r e s e r v o i r pressure 

estimated based on a — j u s t a standard g r a d i e n t of 5200 

pounds and an abandonment pressure of 500 pounds. 

You c a l c u l a t e o r i g i n a l gas i n place using the 

equation shown below w i t h the c o r r e c t i o n f o r 43,560 of 13.8 

BCF i n Section 2 and 12.9 BCF i n Section 11 of o r i g i n a l gas 

i n place. 

Q. A l l r i g h t . How d i d you reduce t h a t t o 

recoverable gas? 

A. I i n s t i t u t e d the abandonment pressure of 500 

p . s . i . , which gives you — When you i n s t i t u t e t h a t i t gives 

you the recovery f a c t o r , which then lowers the a c t u a l 

recoverable gas i n place i n each s e c t i o n of 12.4 i n Section 

2 and 11.6 i n Section 11. 

Q. Your production from e x i s t i n g w e l l s was d e r i v e d 

how? 

A. From Dwigh t ' s Data o f Current P r o d u c t i o n . The 

Matador w e l l s are through 8-96, and the Murchison w e l l s are 

through 3-96. 

Q. A l l r i g h t . The i n f o r m a t i o n t h a t i s provided by 

a l l operators i s not such t h a t we can i d e n t i f y e x a c t l y what 

volume of gas came out of any p a r t i c u l a r p o r t i o n of the 
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r e s e r v o i r ? 

A. No, s i r , there's m u l t i p l e r e s e r v o i r s a l l 

commingled. 

Q. I n a d d i t i o n , Mr. Stogner asked a w h i l e ago, data 

w i t h regards t o pressure i n f o r m a t i o n . I s t h e r e s u f f i c i e n t 

pressure i n f o r m a t i o n a v a i l a b l e i n t h i s area by which you 

could determine pressure i n t e r f e r e n c e between the wells? 

A. Not t h a t I have a v a i l a b l e t o me, no, s i r . 

Q. I t j u s t doesn't e x i s t , does i t ? 

A. Not t o my knowledge. 

Q. A l l r i g h t . How, then, d i d you determine the 

expected u l t i m a t e recovery from the e x i s t i n g wells? 

A. I used decline-curve a n a l y s i s of each w e l l , which 

are shown as E x h i b i t s 9, 10, 11 and 12. 

Q. A l l r i g h t . Let's t u r n t o those now. Let's 

i n t e r r u p t your discussion on 7 and l e t ' s t u r n t o the 

d e c l i n e curves. 

I f y o u ' l l s t a r t w i t h E x h i b i t 9, l e t ' s look a t 

t h a t d e c l i n e curve. 

A. On E x h i b i t 9 i s the production h i s t o r y from the 

Ogden State from 1985 through March of 1996. 

Q. I recognize t h a t you're not the operator of t h i s 

w e l l . 

A. Right. 

Q. Do you have i n f o r m a t i o n t o show what occurred i n 
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1990? 

A. No, s i r . 

Q. To show a change i n the decline? There's a 

s u b s t a n t i a l increase i n production i n 1990. 

A. No, s i r , I do not know why t h a t p r o d u c t i o n 

increased a t t h a t p o i n t i n time. 

Q. A l l r i g h t . You used the higher l i n e , then, 

s t a r t i n g w i t h 1990, from which t o e x t r a p o l a t e an EUR f o r 

the w e l l based upon the d e c l i n e curve? 

A. Yes, s i r , I a c t u a l l y used the pr o d u c t i o n data f o r 

t h i s d e c l i n e from about January of 1992 forward — 

Q. Okay. 

A. — t o come up w i t h exponential d e c l i n e . 

Q. And so t h a t ' s where the EUR came f o r t h i s w e l l ? 

A. Yes, s i r . 

Q. Let's look a t the Ogden 2. 

A. Yes, s i r . 

Q. Again, t h i s i s not a w e l l t h a t you operate? 

A. Correct. 

Q. From the data a v a i l a b l e , were you able t o 

determine what occurred i n 1990 t h a t caused a s u b s t a n t i a l 

change i n rate? 

A. Yes, based on conversations w i t h Murchison, t h a t 

i s when they recompleted t h e i r Ogden State Number 2 w e l l up 

i n t o t he Strawn/Atoka formation. 
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Q. So production data p r i o r t o 1991, on t h a t f i r s t 

p o r t i o n of the d i s p l a y , t h a t i s the pro d u c t i o n out of the 

Morrow? 

A. Morrow, yes, s i r . 

Q. And then a f t e r — s t a r t i n g i n mid-1990, 

afterwards, t h a t ' s the production out of the Atoka? 

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 . I n terms of c a l c u l a t i o n of your 

drainage area — 

A. Uh-huh. 

Q. — you have disregarded the Atoka p r o d u c t i o n from 

t h i s w e l l ? 

A. From the Ogden State Number 2, t h a t ' s c o r r e c t . 

Q. Yes, s i r . And so you have used the f i x e d 

u l t i m a t e recovery from the Morrow p o r t i o n of the Ogden 2, 

which was the 1.1 BCF of gas? 

A. Yes, s i r , I d i d . 

Q. Let's t u r n now t o the w e l l s t h a t you operate. 

The Grynberg Number 1, d i d Matador d r i l l t h i s w e l l ? 

A. No, s i r . 

Q. When d i d you acquire i t ? 

A. We acquired these w e l l s i n 1993. 

Q. Both w e l l s i n 1993? 

A. Yes, s i r . 

Q. A l l r i g h t . Describe f o r us how these w e l l s have 
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performed. 

A. These w e l l s b a s i c a l l y have had r e l a t i v e l y — or 

a t l e a s t the Grynberg Number 1 has had a r e l a t i v e l y s t a b l e 

d e c l i n e . I t ' s c u r r e n t l y producing approximately 150 t o 2 00 

MCF a day. We are having t o use soapsticks t o keep i t 

producing. That's why the production i s somewhat e r r a t i c . 

The Grynberg Number 2 — 

Q. A l l r i g h t , l e t me ask you t h i s : The Grynberg 1, 

your p l a n i s t o continue t o produce t h i s out of the c u r r e n t 

Morrow p e r f o r a t i o n s ? 

A. Yes, s i r , we plan on c o n t i n u i n g t o produce t h i s 

w e l l . 

Q. A l l r i g h t , l e t ' s look a t the Grynberg 2. 

A. The Grynberg 2, when we bought the w e l l i t was 

dead. We t r i e d soapsticks, swabbing. We d i d get a l i t t l e 

b i t of production out of i t , not very successful. We then 

recompleted the w e l l i n t o the Atoka i n l a t e 1995, e a r l y 

1996, made a p r e t t y good w e l l , but i t i s apparently 

extremely l i m i t e d . 

Q. What do you f o r e c a s t t o be the approximate 

remaining l i f e of your production out of the Atoka? 

A. I t ' s i n the neighborhood of probably t h r e e t o s i x 

months, depending on whether or not we choose t o i n s t a l l an 

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

Q. A f t e r t h a t , i s there a d d i t i o n a l remaining 
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p o t e n t i a l i n t h i s w e l l i n other zones? 

A. Yes, s i r , up i n the Strawn, higher up i n the 

Strawn there's a d d i t i o n a l p o t e n t i a l . 

Q. Okay. One of the challenges f o r you as a 

r e s e r v o i r engineer i s t o determine whether or not i t ' s 

necessary t o d r i l l a t h i r d w e l l i n Section 11 i n order t o 

recover remaining gas t h a t might otherwise not be 

recovered? 

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

Q. Let's f i n i s h the c a l c u l a t i o n and see what you've 

determined w i t h regards t o t h a t issue. 

Going back t o E x h i b i t 7, you've c a l c u l a t e d 

remaining reserves f o r each of the sections? 

A. That's c o r r e c t , t a k i n g the expected u l t i m a t e from 

the e x i s t i n g w e l l s of the Grynberg 1 and 2 and then the 

Ogden State 1 and 2, I estimated t h a t i n Section 11 w e ' l l 

produce approximately 7.9 BCF of gas and i n Section 2 t h a t 

the Ogden w e l l s w i l l produce approximately 5.2 BCF of gas. 

That leaves the remaining reserves t o be 

recovered, s u b t r a c t i n g the expected u l t i m a t e from the 

recoverable gas i n place i n Section 2 of almost — w e l l , 

i t ' s 7.3 BCF of gas, and i n Section 11 i t would be 3.7 BCF 

of gas. 

Q. By your a n a l y s i s , then, i f the D i v i s i o n does not 

approve the t h i r d w e l l f o r Murchison i n 2, there's t h a t 
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r i s k , a l i t t l e more than 7 BCF of gas t h a t might otherwise 

be recovered? 

A. Yes, s i r . 

Q. I s t h a t what you're showing? 

A. Yes, s i r . 

Q. And f o r Section 11, i f the D i v i s i o n doesn't 

approve the t h i r d w e l l , then you're e i t h e r p u t t i n g a t r i s k 

or postponing p o t e n t i a l recovery of 3.7 BCF of gas? 

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

Q. I s t h a t a volume s u f f i c i e n t enough t o support the 

d r i l l i n g of another Morrow well? 

A. Yes, s i r . 

Q. Let's t u r n t o see how you have estimated drainage 

areas. I f y o u ' l l look a t E x h i b i t 8, i d e n t i f y and describe 

what you've done here. 

A. E x h i b i t 8 i s j u s t the estimated drainage areas 

f o r the f o u r w e l l s i n Section 11 and Section 2. The 

expected u l t i m a t e s are shown based on the decline-curve 

a n a l y s i s . The completed net pay, which i s from the isopach 

maps — I t ' s only the sections t h a t are a c t u a l l y 

p e r f o r a t e d . There's some d i f f e r e n c e s . Then we've used the 

average c r o s s p l o t p o r o s i t y f o r those i n t e r v a l s t h a t met our 

net-pay c u t o f f . 

And then simply using the o r i g i n a l - g a s - i n - p l a c e , 

recoverable-gas-in-place equation, we back-calculated 
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drainage areas. I n Section 1, the average drainage area i s 

about 260 acres, and the Ogden State 1 i n Section 2 i s 209, 

the Ogden State Number 2 i s 61. 

Q. I s i t p o s s i b l e t o c a l c u l a t e the drainage areas 

f o r any of the i n d i v i d u a l lenses of the Morrow for m a t i o n 

here? 

A. Not w i t h the data a v a i l a b l e , no, s i r . 

Q. Okay. The Ogden State Number 2 has a small 

drainage area. That's simply a t t r i b u t e d t o the f a c t t h a t 

the Morrow p e r f o r a t i o n s i n t h a t w e l l only produce 1.1 BCF 

of gas? 

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

Q. Summarize f o r us your conclusions and 

recommendations, Mr. Evans. 

A. Based on my estimate of o r i g i n a l gas i n place, 

recoverable gas i n place and remaining recoverable gas i n 

place, I b e l i e v e i t ' s necessary t h a t a t h i r d w e l l be 

approved i n Section 11 t o recover the best p a r t of t h a t 3.7 

BCF of gas. 

Q. Would the d r i l l i n g of a t h i r d w e l l i n each of 

these sections impact or adversely a f f e c t t he c o r r e l a t i v e 

r i g h t s of the o f f s e t t i n g i n t e r e s t owners? 

A. I don't b e l i e v e so. 

Q. The drainage areas are too small, aren't they? 

A. I b e l i e v e so, yes, s i r . 
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Q. You r e a l l y don't see t h a t you're going t o have a 

gre a t b i g Morrow w e l l w i t h l o t s of nic e , continuous sand 

t h a t i s going t o d r a i n o f f s e t t i n g spacing u n i t s ? 

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

Q. I n f a c t , you're having t r o u b l e d r a i n i n g your own 

s e c t i o n , aren't you? 

A. Yes, s i r , we are. 

Q. I n terms of the waste issue, do you see t h a t the 

e x i s t i n g w e l l s i n Sections 2 and 1 are going t o be able t o 

adequately develop the gas reserves t h a t can be recovered? 

A. No, I don't b e l i e v e t h a t the c u r r e n t f o u r w e l l s 

w i l l come anywhere close t o g e t t i n g a l l the gas t h a t ' s 

recoverable i n those two sections. 

Q. I f Murchison and Matador don't do i t , your 

successors or someone else down the l i n e i s going t o have 

t o do i t ? 

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

Q. A l l r i g h t . Are the economic such t h a t i t ' s 

p r o f i t a b l e f o r Matador t o engage upon d r i l l i n g a t h i r d w e l l 

w i t h i n t h i s reasonable time period? 

A. Under the present marketing c o n d i t i o n s of gas 

p r i c e s i n t h i s area, yes, s i r , i t i s economic t o d r i l l a 

w e l l a t t h i s time. 

MR. KELLAHIN: Mr. Examiner, t h a t concludes my 

examination of Mr. Evans. 
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We move the i n t r o d u c t i o n of h i s E x h i b i t s 7 

through 12. 

EXAMINER STOGNER: E x h i b i t s 7 through 12 w i l l be 

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

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

Mr. C o f f i e l d , your witness. 

MR. COFFIELD: No questions. 

EXAMINER STOGNER: Mr. Carr? 

MR. CARR: No questions. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Evans, i n r e f e r r i n g t o E x h i b i t Number 10 — 

A. Yes, s i r . 

Q. — when d i d t h i s w e l l get recompleted from t he 

Morrow t o the Atoka? R e f e r r i n g t o the Ogden State Number 

2? 

A. The Ogden State — sometime — I t looks 

approximately September of 1990. 

Q. 1990? I n preparing E x h i b i t Number 8 — This i s 

your drainage- — 

A. Yes, s i r . 

Q. — area c a l c u l a t i o n s ? 

Did you do any other c a l c u l a t i o n s besides j u s t 

these f o u r wells? 

A. No, s i r , I d i d not. 
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EXAMINER STOGNER: I don't have any other 

questions a t t h i s time, Mr. K e l l a h i n . 

You may be excused. 

THE WITNESS: Thank you. 

MR. KELLAHIN: Mr. Examiner, the l a s t e x h i b i t i n 

the package i s the c e r t i f i c a t e of m a i l i n g . We n o t i f i e d the 

o f f s e t operators, and i n the absence of an operator, we 

attempted t o f i n d the non-operating p a r t i e s . 

With t h a t — With the i n t r o d u c t i o n of the 

c e r t i f i c a t i o n , t h a t concludes our p r e s e n t a t i o n . 

EXAMINER STOGNER: Does anybody else have 

anything f u r t h e r i n e i t h e r Case 11,636 and/or 11,624 a t 

t h i s time? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: Then these matters w i l l be 

taken under advisement. 

(Thereupon, these proceedings were concluded a t 

10:00 a.m.) 

* * * 
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