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EXAMINER HEARING 
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January 2 3rd, 1997 
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This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, January 23rd, 1997, a t the 

New Mexico Energy, Minerals and Nat u r a l Resources 

Department, Porter H a l l , 2040 South Pacheco, Santa Fe, New 

Mexico, Steven T,. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r the State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

12:20 p.m.: 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l Case 

Number 11,692, the A p p l i c a t i o n of InterCoast O i l and Gas 

Company f o r compulsory p o o l i n g and unorthodox gas w e l l 

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

C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, Jim Bruce from t h e 

Hin k l e law f i r m i n Santa Fe, repr e s e n t i n g the A p p l i c a n t . 

I have two witnesses t o be sworn. 

EXAMINER CATANACH: A d d i t i o n a l 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 Louis Dreyfus Natural Gas Corporation. 

EXAMINER CATANACH: W i l l the witnesses please 

stand t o be sworn in? 

(Thereupon, the witnesses were sworn.) 

RICK DEFFENBAUGH, 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

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

residence f o r the record? 

A. Yes, my name i s David R. Deffenbaugh, t h a t ' s 

STEVEN T. BRENNER, CCR 
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D-e-f-f-e-n-b-a-u-g-h. I go by Rick. I'm from Tulsa, 

Oklahoma. 

Q. Okay. What i s your job? 

A. I'm a senior landman f o r KCS Medallion Resources, 

In c . , f o r m e r l y InterCoast O i l and Gas Company. 

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

as a petroleum landman? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as an expert petroleum 

landman accepted as a matter of record? 

A. Yes, they were. 

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

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

A. I am. 

Q. Mr. Deffenbaugh, before we begin, t h i s 

A p p l i c a t i o n was f i l e d under the name of InterCoast O i l and 

Gas Company i n December. You j u s t mentioned the name 

change. When was t h a t e f f e c t i v e ? 

A. January 2nd of 1997. 

Q. Okay. And i t ' s s t i l l the same company, i t ' s j u s t 

a name change? 

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

Q. B r i e f l y , what does InterCoast seek i n t h i s case? 

A. We seek an order from the Commission p o o l i n g the 

acreage i n Section 2 9 of 22 South, 2 6 East, Eddy County, 

STEVEN T. BRENNER, CCR 
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New Mexico, from the surface t o the base of the Morrow as 

f o l l o w s : The west h a l f f o r formations spaced on 320 acres 

and the northwest quarter spaced — f o r formations spaced 

on 160 acres. 

We also request the approval of an unorthodox 

l o c a t i o n f o r a w e l l t o be d r i l l e d a t 1715 f e e t from the 

n o r t h l i n e and 1160 f e e t from the west l i n e . 

Q. Mr. Deffenbaugh, t h a t ' s a change from t h e 

o r i g i n a l l y proposed w e l l l o c a t i o n ; i s t h a t not? 

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

Q. What was the l o c a t i o n t h a t was advertised? 

A. The o r i g i n a l l o c a t i o n was 1650 from the n o r t h 

l i n e by 510 f e e t from the west l i n e . 

Q. Okay. So the l o c a t i o n t h a t w i l l a c t u a l l y be 

d r i l l e d i s less unorthodox than advertised? 

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

EXAMINER CATANACH: Can you give me t h a t l o c a t i o n 

again, the new loc a t i o n ? 

THE WITNESS: Yes, s i r , 1715 from the n o r t h by 

1160 from the west. 

EXAMINER CATANACH: Okay. 

Q. (By Mr. Bruce) And the g e o l o g i s t w i l l discuss 

the reasons f o r the unorthodox l o c a t i o n ? 

A. Yes. 

Q. Okay, why don't you r e f e r t o E x h i b i t s 1 and 2 and 

STEVEN T. BRENNER, CCR 
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i d e n t i f y them f o r the Examiner and discuss t h e i r contents. 

A. E x h i b i t Number 1 i s j u s t a p l a t showing the west 

h a l f of Section 29, being the proposed u n i t . The c o l o r s 

b a s i c a l l y represent i n d i v i d u a l t r a c t s w i t h i n the west h a l f . 

You can see the green t r a c t represents the n o r t h 

h a l f northwest. That's owned by KCS Medallion, f o r m e r l y 

InterCoast. 

The orange t r a c t represents the southeast 

northwest. That i s a t r a c t owned 100 percent by Penwell 

Energy, Inc. 

The three red t r a c t s , being the southwest of the 

northwest q u a r t e r , the northeast of the southwest q u a r t e r , 

and the southwest quarter of the southwest q u a r t e r , are 

owned by Louis Dreyfus, s e v e n t y - f i v e p o i n t — a c t u a l l y t h a t 

should be 75.22 percent; Santa Fe Energy Resources, I n c . , 

w i t h 13.27 percent; and there's about 11.51 percent of t h a t 

120 acres t h a t has not been committed t o l e a s i n g f o r m a l l y 

y e t . 

The blue t r a c t s represent 80 acres, being the 

northwest southwest and the southeast southwest t h a t i s 

owned 85 percent by Louis Dreyfus, 15 percent by Santa Fe 

Energy Resources, Inc. 

Then i n the upper ri g h t - h a n d corner, i f you w i l l , 

what would be the northeast quarter of t h i s s e c t i o n , you 

can see a breakout of the working i n t e r e s t ownership f o r 

STEVEN T. BRENNER, CCR 
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the u n i t . 

Q. Okay, and E x h i b i t 2 i s submitted merely t o show 

the o f f s e t operators t o your proposed well? 

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

Q. For n o t i f i c a t i o n purposes, f o r the unorthodox 

l o c a t i o n ? 

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

Q. Okay. Now, l e t ' s s k i p down a l i t t l e b i t , Mr. 

Deffenbaugh, t o E x h i b i t 5. Skip E x h i b i t s 3 and 4 now. 

Does t h i s e x h i b i t represent the leaseholder mineral owners 

i n the west h a l f of Section 29? 

A. Yes, i t does. 

Q. And other than the ones l i s t e d on E x h i b i t 1 — 

This l i s t i n g would include those who have — who are 

unleased; i s t h a t correct? 

A. That's c o r r e c t . Going through t h i s l i s t i f you 

would, the — Louis Dreyfus has the 49.45 percent. 

Penwell has the 12.5 percent. 

Santa Fe Energy Resources has t h e i r 8.73 percent. 

This p a r t y l i s t e d as SASI Minerals Company i s 

a c t u a l l y Republic Royalty Company. They have 3.48 percent. 

That i n t e r e s t i s an unleased mineral i n t e r e s t . 

Dodge Jones Foundation has a .55 percent i n t e r e s t 

t h a t remains unleased. 

The Fasken Foundation executed a lease t h a t has 

STEVEN T. BRENNER, CCR 
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been placed of record now t o Louis Dreyfus, and t h a t 

i n t e r e s t has been c r e d i t e d t o the percentage t h a t I show i n 

my E x h i b i t 1. 

MATT-TEX, L.L.P., has a .11 percent i n t e r e s t t h a t 

remains unleased. 

Randy Geiselman i s a p a r t y t h a t has leased t o 

Louis Dreyfus and has been c r e d i t e d i n t h e i r t o t a l . 

John A. Matthews, J r . , has a.06 percent. 

Andrews Royalty, I n c . , has a .03 percent. 

And then the f i r s t t h ree t r u s t s of Mary Ralph 

Lowe have a l l leased t o Louis Dreyfus. 

And the l a s t i n t e r e s t s , being J u l i a Jones 

Matthews, represents .08 percent t h a t i s also unleased a t 

t h i s time. 

Q. Okay. Now, l e t ' s discuss the e f f o r t s t o o b t a i n 

the v o l u n t a r y j o i n d e r of the p a r t i e s . Could you r e f e r t o 

E x h i b i t 3 and i d e n t i f y t h a t f o r the Examiner? 

A. Yes, t h i s i s a copy of the o r i g i n a l proposal, the 

formal proposal l e t t e r t h a t we sent out, dated November 

8t h , 1996. We a c t u a l l y began a c q u i s i t i o n a c t i v i t y i n about 

J u l y of 1996 and made contacts through a c o n t r a c t broker 

f o r the a c q u i s i t i o n of these various i n t e r e s t s w i t h i n the 

u n i t . 

But t h i s b a s i c a l l y represents the formal proposal 

l e t t e r t h a t was sent t o a l l the p a r t i e s t h a t we had not 

STEVEN T. BRENNER, CCR 
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reached agreement w i t h a t t h a t time. 

Q. Subsequent t o t h i s l e t t e r , d i d you have any 

a d d i t i o n a l phone c a l l s or correspondence w i t h the p a r t i e s ? 

A. Yes, numerous phone c a l l s t o the v a r i o u s p a r t i e s 

and, i n f a c t , those p a r t i e s are c o n t i n u i n g t o n e g o t i a t e . 

We continue t o ne g o t i a t e w i t h a l l of the remaining i n t e r e s t 

owners t h a t have not been committed and a c t u a l l y expect t o 

have an agreement reached w i t h them, but we j u s t don't have 

those f o r m a l i z e d as y e t . 

Q. Okay, what i s E x h i b i t 4? 

A. E x h i b i t 4 i s a l e t t e r t h a t was sent t o the 

p a r t i e s who we had not obtained v o l u n t a r y agreement w i t h , 

n o t i f y i n g them of the change of l o c a t i o n . 

Q. Okay. And also a r e v i s i o n t o the AFE costs? 

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

Q. Okay. Now, i f these p a r t i e s lease t h e i r 

i n t e r e s t s or come t o terms on an operating agreement, w i l l 

you n o t i f y the D i v i s i o n so t h a t they do not need t o be 

pooled? 

A. Yes. 

Q. I n your opi n i o n , has InterCoast, now KCS 

Medallion, made a g o o d - f a i t h e f f o r t t o o b t a i n the v o l u n t a r y 

j o i n d e r of a l l i n t e r e s t owners i n the we l l ? 

A. Yes, we have. 

Q. What i s E x h i b i t 6, Mr. Deffenbaugh? 

STEVEN T. BRENNER, CCR 
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A. E x h i b i t 6 i s KCS1s a u t h o r i z a t i o n f o r 

expenditures, showing the cost t o d r i l l and complete the 

M c K i t t r i c k 29-1 w e l l as proposed. 

Q. I s t h i s cost i n l i n e w i t h the cost charged by 

other operators f o r w e l l s of t h i s depth i n t h i s area of the 

county? 

A. Yes, i t i s . 

Q. And do you have a recommendation f o r the amounts 

which should be charged f o r overhead expenses? 

A. Yes, we would recommend a d r i l l i n g r a t e of $5828 

and a producing r a t e of $546. 

Q. And are these amounts you have recommended i n 

l i n e w i t h those charged by other operators i n t h i s area? 

A. Yes, they are, and also based on the Ernst and 

Young 1995 d r i l l i n g survey. 

Q. Were the i n t e r e s t owners i n t h i s w e l l n o t i f i e d of 

t h i s hearing? 

A. Yes, they were. E x h i b i t 7 i s an a f f i d a v i t of 

n o t i c e w i t h the copies of the n o t i c e l e t t e r and c e r t i f i e d 

r e t u r n r e c e i p t s attached. 

Q. And t h i s n o t i c e l e t t e r also n o t i f i e d the o f f s e t 

operators of the proposed unorthodox l o c a t i o n ; i s t h a t 

c o r r e c t ? 

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

Q. Okay. Were E x h i b i t s 1 through 7 prepared by you 

STEVEN T. BRENNER, CCR 
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or under your supervision or compiled from company business 

records? 

A. Yes, they were. 

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

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

pr e v e n t i o n of waste? 

A. Yes, they are. 

Q. One f i n a l question, Mr. Deffenbaugh: Do you 

request expedited approval of t h i s A p p l i c a t i o n ? 

A. Yes, we do. We have a lease e x p i r a t i o n February 

28th, 1997, on a p o r t i o n of our i n t e r e s t . 

Q. Okay. You must spud the w e l l by then? 

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

Q. Mr. Examiner — Whoops, one f i n a l t h i n g , Mr. 

Deffenbaugh: I n your opinion i s the g r a n t i n g of t h i s 

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

pre v e n t i o n of waste? 

A. Yes, i t i s . 

MR. BRUCE: Mr. Examiner, we would move the 

admission of Applicant's E x h i b i t s 1 through 7 a t t h i s time. 

EXAMINER CATANACH: E x h i b i t s 1 through 7 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. I'm s o r r y , what was the spud date on t h a t ? 

STEVEN T. BRENNER, CCR 
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A. Well, we have an e x p i r a t i o n of 2-28-97, February 

28th, 1997. 

MR. KELLAHIN: Excuse me, Mr. Examiner, I have a 

couple questions. 

EXAMINER CATANACH: I'm s o r r y , go ahead, Mr. 

K e l l a h i n . 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Deffenbaugh, what i s the s t a t u s of your 

n e g o t i a t i o n s w i t h Santa Fe Energy Resources? 

A. With Santa Fe? 

Q. Yes, s i r . 

A. The ne g o t i a t i o n s w i t h them have stemmed through 

Louis Dreyfus. 

Dreyfus has an operating agreement signed by 

Santa Fe, and we are i n agreement w i t h Louis Dreyfus as 

w e l l and expect f u l l y t o have our ope r a t i n g agreement 

f i n a l i z e d . 

One t h i n g I guess I d i d not go through i s t h a t 

Dreyfus, InterCoast, Penwell and Santa Fe Energy Resources 

a l l w i l l be p a r t i c i p a n t s — we be l i e v e w i l l be p a r t i c i p a n t s 

a t t h i s time, and i t ' s merely a f o r m a l i z a t i o n of the 

co n t r a c t s necessary t o f i n a l i z e the — w e l l , we j u s t need 

the executed agreements completed t o set t h a t f o r t h , and we 

w i l l advise the Commission as t o when t h a t occurs. 

STEVEN T. BRENNER, CCR 
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Q. That was my question. I t wasn't c l e a r t o the 

Examiner, perhaps, t h a t — 

A. Right, I agree. 

Q. — a l l of these p a r t i e s , w i t h the exception of 

the unleased i n t e r e s t s , were moving forward towards a 

c o n t r a c t u a l s o l u t i o n by which they could a l l agree on 

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

A. Yes, s i r , t h a t ' s the case. 

MR. KELLAHIN: Thank you, Mr. Examiner. 

EXAMINATION (Continued) 

BY EXAMINER CATANACH: 

Q. So the only i n t e r e s t owners you a n t i c i p a t e 

p o o l i n g are the ones t h a t — the smaller i n t e r e s t owners 

t h a t you've discussed w i t h me? 

A. Well, we would l i k e t o l i s t everyone as a pooled 

p a r t y u n t i l we reach formal agreement. 

But even as t o those unleased i n t e r e s t s , we more 

than l i k e l y w i l l reach — we are i n n e g o t i a t i o n s and have 

been continuously w i t h them. 

They have a very onerous lease form t h a t we're 

working through paragraph by paragraph, i f you w i l l , and I 

expect and f u l l y i n t e n d t o have an agreement even w i t h 

those p a r t i e s , so t h a t we w i l l be able t o also advise t h a t 

they would be released. 

Q. Okay. Do you wish t o — W i t h i n t h i s compulsory 

STEVEN T. BRENNER, CCR 
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p o o l i n g order, do you wish t o have the name remain 

Inte r C o a s t , or do you wish t h a t you — 

A. I be l i e v e we'd l i k e t o see the name l i s t e d as we 

are. That's a question I guess I ' d defer t o counsel as t o 

how we would handle. 

But t e c h n i c a l l y when we f i l e d t h i s A p p l i c a t i o n , 

we were InterCoast O i l and Gas Company, and as of January 

2nd, 1997, we are now KCS Medallion Resources, I n c . 

I t h i n k we would probably l i k e t o have i t issued 

i n KCS Medallion Resources, Inc. 

MR. BRUCE: Yes, Mr. Examiner, t h e r e was no 

change i n the c o r p o r a t i o n . 

I t ' s s t i l l the same c o r p o r a t i o n ; i t ' s merely a 

corporate name change. 

EXAMINER CATANACH: I have nothing f u r t h e r . 

MR. BRUCE: C a l l Mr. S i r u t a t o the stand. 

MR. CARR: Mr. Catanach, w i t h your permission I ' d 

l i k e the record t o r e f l e c t t h a t our f i r m has entered i t s 

appearance i n t h i s matter f o r Penwell. 

MR. BRUCE: I ob j e c t , Mr. Examiner. 

EXAMINER CATANACH: We w i l l a l l ow you t o do t h a t , 

Mr. Carr. 

MR. CARR: Thank you, Mr. Catanach. 

EXAMINER CATANACH: We w i l l not al l o w Mr. Bruce 

t o o b j e c t t o t h a t . 
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WILLIAM A. SIRUTA. 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Mr. S i r u t a , would you s t a t e your f u l l name and 

c i t y of residence f o r the record? 

A. W i l l i a m A. S i r u t a , and I l i v e i n Midland, Texas. 

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

A. I'm a g e o l o g i s t w i t h KCS Medallion Resources, 

In c . 

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

as a petroleum geologist? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as an expert g e o l o g i s t 

accepted as a matter of record? 

A. Yes. 

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

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

A. Yes. 

MR. BRUCE: Mr. Examiner, I tender Mr. S i r u t a as 

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

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

Q. (By Mr. Bruce) Mr. S i r u t a , would you r e f e r t o 

your E x h i b i t 8 and i d e n t i f y i t f o r the Examiner and discuss 
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the primary zone of i n t e r e s t i n your proposed w e l l ? 

A. This i s a production map of the area where our 

prospect i s located. At the — Nearby each w e l l y o u ' l l see 

i n d i c a t e d t h r e e l e t t e r s , l i k e MOR or STR. The MOR are the 

Morrow w e l l s ; the STR are the Strawn w e l l s . 

The f i r s t number i s the cumulative p r o d u c t i o n t o 

date of the w e l l , gas production. The second number i s the 

condensate or o i l production t o date. And the number below 

t h a t i s the d a i l y r a t e . 

And also on t h i s map we have the u n i t i d e n t i f i e d 

as a hachured area and the proposed l o c a t i o n as a red dot, 

and our cross-section i s i n d i c a t e d by the dashed l i n e . 

Q. And what you're aiming f o r i s some of t h i s b e t t e r 

Morrow production t o the n o r t h or t o the west of your 

proposed well? 

A. Yeah, r e a l l y the two key w e l l s t h a t we're keying 

o f f of are the two w e l l s i n 20. 

Q. Okay, l e t ' s move on t o your E x h i b i t 9. Would you 

i d e n t i f y t h a t f o r the examiner? 

A. E x h i b i t 9 i s the s t r u c t u r e map on the lower 

Morrow. And again, i t has the same symbols on i t . 

B a s i c a l l y , i t ' s showing d i p t o the southeast. 

Q. Okay. Would you now r e f e r t o your E x h i b i t 10, 

discuss i t and i d e n t i f y the elements of r i s k i n v o l v e d i n 

d r i l l i n g t h i s well? 
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A. This i s a net isopach of what we c a l l the middle 

Morrow green sand. The net — I t ' s a net of p o r o s i t y 

g r e a t e r than or equal t o 8 percent. 

You can see t h a t the two w e l l s t h a t were — or 

a c t u a l l y t h r e e w e l l s t h a t we're keying on, the two w e l l s i n 

20, the one i n the n o r t h has 3 0 f e e t , the one i n the 

southwest q u a r t e r has 21 f e e t , and the w e l l i n the n o r t h 

h a l f of 30 has 14 f e e t . We b e l i e v e t h a t system has a 

p o s s i b i l i t y of us c o n t i n u i n g t o the south. 

We have good w e l l c o n t r o l t o the n o r t h ; but as 

you can see, as you go t o the south you r e a l l y have no 

other w e l l s t h a t e x h i b i t any appreciable thickness of sand. 

I f e e l l i k e the r i s k i s t h a t t h i s sand could t e r m i n a t e i n 

Section 29, and we may not f i n d any sand, or we may be 

depleted i f we f i n d the sand. 

Q. Okay, what i s E x h i b i t 11? 

A. I t ' s a cross-section, j u s t b r i e f l y i l l u s t r a t i n g 

the main Morrow pay. This — What we c a l l middle Morrow 

green sand has been colored i n yellow, and i t b a s i c a l l y 

shows how the sand develops i n here. I t t h i c k e n s and 

t h i n s , shale u n i t s enclosed w i t h i n the sand. 

Q. Okay. Now, i f any p a r t y t o t h i s order goes 

nonconsent, what penalty would you recommend against such 

an owner? 

A. I ' d recommend cost plus 2 00 percent. 
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Q. Now, we have an unorthodox w e l l l o c a t i o n . Would 

you i d e n t i f y your E x h i b i t 12 and discuss the reasons f o r 

t h a t unorthodox lo c a t i o n ? 

A. E x h i b i t 12 i s a topographic map of the area. And 

i f y o u ' l l look where we have our l o c a t i o n i n d i c a t e d on here 

w i t h a red dot, the next contour l i n e s j u s t above t h a t , as 

you go t o the west, from t h a t p o i n t on t o the west the 

surface i s a very rocky, hard surface t h a t would have t o be 

dynamited t o r e a l l y accommodate a l o c a t i o n . 

So we moved as l i t t l e as we could t o the east t o 

f i n d a f a i r l y f l a t spot t h a t has more of a surface t h a t 

w i l l l e t us l a y a l o c a t i o n out. 

Q. Now, the o r i g i n a l l o c a t i o n , which was 510 f e e t 

from the west l i n e , was t h a t also based on topographic 

reasons? 

A. Yes, i t was — 

Q. Okay. 

A. — i n i t i a l l y . 

Q. Okay. I n your op i n i o n , i s the g r a n t i n g of t h i s 

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

p r 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. And were E x h i b i t s 8 through 12 prepared by you or 

under your d i r e c t i o n ? 
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A. Yes. 

MR. BRUCE: Mr. Examiner, we would move the 

admission of InterCoast, or KCS Medallion's, E x h i b i t s 8 

through 12. 

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

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. This unorthodox l o c a t i o n doesn't crowd any of the 

outer boundaries of the p r o r a t i o n u n i t , does i t ? 

A. No, i t crowds the q u a r t e r - q u a r t e r boundary. 

Q. And t h a t ' s the cl o s e s t — Considering t h e 

topographic s i t u a t i o n , t h a t ' s the c l o s e s t you could come t o 

a standard l o c a t i o n ? 

A. Yes, i t i s . 

Q. The primary t a r g e t i s the middle Morrow; i s t h a t 

c o r r e c t ? 

A. Well, t h a t ' s what we c a l l i t out here, middle 

Morrow. I t ' s the Morrow sands t h a t are above the massive 

shale u n i t out here. 

Q. And you've had a w e l l i n the east h a l f of Section 

2 9 t h a t was nonproductive i n t h i s i n t e r v a l ? 

A. That's c o r r e c t . There are other Morrow sands 

t h a t pay here, but the r e a l key and most p r o d u c t i v e sand i s 

t h i s middle Morrow green sand. 
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EXAMINER CATANACH: I have nothing f u r t h e r . 

MR. BRUCE: That's a l l I have i n t h i s case, Mr. 

Examiner. 

EXAMINER CATANACH: Okay, th e r e being n o t h i n g 

f u r t h e r i n t h i s case, Case 11,692 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

12:44 p.m.) 

* * * 

Ol Conservation J'*«wn 
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