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

11:18 a.m.: 

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

12,450, the A p p l i c a t i o n of Ocean Energy Resources, I n c . , 

f o r a nonstandard o i l spacing and p r o r a t i o n u n i t , Lea 

County, New Mexico. 

C a l l f o r appearances i n t h i s case. 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

rep r e s e n t i n g the Ap p l i c a n t . 

I have fo u r witnesses. 

EXAMINER CATANACH: Any a d d i t i o n a l appearances? 

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. 

We represent Yates Petroleum Corporation; David 

Petroleum Corporation; McMillan Production Company, I n c . ; 

and Permian E x p l o r a t i o n Corporation. 

I have two witnesses. 

EXAMINER CATANACH: Okay, a d d i t i o n a l appearances? 

W i l l the s i x witnesses please stand t o be sworn 

in? 

(Thereupon, the witnesses were sworn.) 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

7 

DEROLD MANEY, 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

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

residence? 

A. Derold Maney, Houston, Texas. 

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

A. Ocean Energy Resources, I n c . , and I'm a landman. 

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 ? 

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. Yes, I am. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. Maney as 

an expert petroleum landman. 

MR. CARR: No o b j e c t i o n . 

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

Q. (By Mr. Bruce) Mr. Maney, could you i d e n t i f y 

E x h i b i t 1 f o r the Examiner and t e l l him what i t shows? 

STEVEN T. BRENNER, CCR 
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A. I t ' s a map of the area. The blue o u t l i n e i s the 

South Big Dog-Strawn U n i t , the green o u t l i n e s are e x i s t i n g 

Strawn u n i t s , and the red o u t l i n e i s the proposed u n i t . 

Q. Okay. Now, the green o u t l i n e s of the e x i s t i n g 

Strawn u n i t s , they look a l i t t l e — Some look l a r g e r than 

the o t h e r s , but those are a l l 80-acre u n i t s ? 

A. Yes, s i r , they are. This i s computer generated 

and i t looks funny, but we can't f i x i t . 

Q. And the yellow acreage denotes Ocean op e r a t i n g 

r i g h t s ? 

A. Yes, s i r . 

Q. The other matter, l o o k i n g j u s t s p e c i f i c a l l y a t 

Section 2, a l l of the — what would i t be? Lots 14, 15, 

16, the southeast quarter of Section 2 and the east h a l f , 

southwest q u a r t e r , t h a t i s a l l s t a t e acreage? 

A. Yes. 

Q. And i t i s 100 percent Ocean? 

A. Yes, i t i s . 

Q. Okay. Very b r i e f l y , what i s E x h i b i t 2? 

A. I t ' s the C-102. 

Q. And the proposed Townsend Number 11 which we're 

here f o r today i s a t an otherwise orthodox l o c a t i o n ? 

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

Q. Now, the South Big Dog-Strawn Pool i s spaced on 

80 acres? 

STEVEN T. BRENNER, CCR 
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A. Yes, s i r . 

Q. And going back t o your E x h i b i t 1, l e t ' s e x p l a i n a 

l i t t l e b i t f o r the Examiner how t h i s came about. I n 

lo o k i n g a t E x h i b i t 1, the UMC Townsend State Number 1 — 

which i s a d i r e c t i o n a l w e l l , c o r r e c t ? — 

A. Yes, s i r . 

Q. — t h a t i s a c t u a l l y a nonstandard u n i t also? 

A. Yes, s i r . 

Q. Approved by Order R-10,803, about t h r e e years 

ago? 

A. I be l i e v e so, I'm not — 

Q. You weren't the landman a t t h a t time? 

A. No, I wasn't. 

MR. BRUCE: Okay. Mr. Examiner, I have included 

i n t h i s e x h i b i t package a p o r t i o n of Order Number R-10,803. 

I ask t h a t you take a d m i n i s t r a t i v e n o t i c e of these cases. 

For your i n f o r m a t i o n , what happened was, the 

Hobbs D i s t r i c t O f f i c e approved the Townsend State Number 1 

w e l l u n i t , which i s a nonstandard u n i t . The w e l l was 

d r i l l e d and UMC — 

Q. (By Mr. Bruce) — which i s now Ocean, c o r r e c t , 

Mr. Maney? — 

A. Yes, s i r . 

MR. BRUCE: — had t o go hearing t o get approval 

f o r t h a t nonstandard u n i t . As a r e s u l t , t h e r e i s a 

STEVEN T. BRENNER, CCR 
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stranded 40 acres on Ocean's acreage, which, i f y o u ' l l look 

a t the page I've provided, page 7 of the Order R-10,803 — 

the t h i r d e x h i b i t , E x h i b i t 3, Mr. Examiner, the second page 

of t h a t e x h i b i t — t h a t order provided f o r UMC, now Ocean, 

t o form a 40-acre nonstandard strawn u n i t . One of the 

reasons t h a t was done i s t h a t the e n t i r e southeast q u a r t e r 

of t h a t s e c t i o n and Lots 15 and 16 are one s i n g l e s t a t e 

lease w i t h common ownership. 

Q. (By Mr. Bruce) Mr. Maney, moving on t o E x h i b i t 

4, w i t h respect t o the case we're here f o r today, Ocean 

also a p p l i e d f o r a d m i n i s t r a t i v e approval of a nonstandard 

u n i t , d i d i t not? 

A. Yes, we d i d . 

Q. And E x h i b i t 4 i s the n o t i c e l e t t e r sent t o Yates 

regar d i n g t h a t a d m i n i s t r a t i v e a p p l i c a t i o n ? 

A. Yes, i t i s . 

Q. Yates i s the only other o f f s e t operator of the 

Strawn a f f e c t e d by t h i s — 

A. Yes. 

Q. — nonstandard u n i t ? 

And i s E x h i b i t 5 simply my n o t i c e l e t t e r 

r e g a r d i n g t h i s hearing? 

A. Yes, s i r . 

MR. BRUCE: Mr. Examiner, I f o r g o t t o provide an 

a f f i d a v i t w i t h t h i s l e t t e r . I f you so d e s i r e , I can 

STEVEN T. BRENNER, CCR 
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provide an a f f i d a v i t regarding n o t i c e a f t e r the hearing. 

EXAMINER CATANACH: Yeah, please do, Mr. Bruce. 

MR. BRUCE: Then f i n a l l y , Mr. Examiner, j u s t — I 

would — E x h i b i t 6 and 7 i s A d m i n i s t r a t i v e Order NSP-1824, 

which approved the nonstandard u n i t we're here f o r today, 

and E x h i b i t 7 i s a l e t t e r from Mr. Stogner h o l d i n g t h a t NSP 

i n abeyance pending the outcome of t h i s case. 

Q. (By Mr. Bruce) Mr. Maney, were E x h i b i t s 1 

through 7 prepared by you or under your d i r e c t i o n or 

compiled from company business records? 

A. Yes, s i r , 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 

pre v e n t i o n of waste? 

A. Yes, i t i s . 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of Ocean E x h i b i t s 1 through 7. 

EXAMINER CATANACH: Any objection? 

MR. CARR: No o b j e c t i o n . 

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

admitted as evidence. 

Mr. Carr? 

EXAMINATION 

BY MR. CARR: 

Q. Mr. Maney, i s the ownership i n the southeast 

STEVEN T. BRENNER, CCR 
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qu a r t e r of Section 2 common? 

A. Yes, s i r . 

Q. So the ownership i n the proposed nonstandard 

spacing u n i t i s i d e n t i c a l t o the ownership i n the 

nonstandard u n i t dedicated t o the Townsend Number 5? 

A. Yes, s i r . 

Q. Were you involved i n the d e c i s i o n t o go forward 

w i t h a d d i t i o n a l development i n the southeast q u a r t e r of 

t h i s section? 

A. Yes, s i r . 

Q. And when d i d t h a t occur? 

A. I t had been t a l k e d about as e a r l y as when t h i s 

u n i t was, I guess, stranded out t h e r e , and — but here 

r e c e n t l y , probably, oh, i n the l a s t several months. 

Q. And when was i t discovered t h a t you had t h i s 

stranded t r a c t ? 

A. We've known about i t , you know, a long time. 

I t ' s been i n the f i l e s , and i t k i n d of s t i c k s out. 

Q. So t h i s has been something t h a t Ocean has been 

co n s i d e r i n g f o r some time? 

A. I b e l i e v e so. I mean, when we got i t we n o t i c e d 

i t , and i t ' s been on the agenda awhile. 

Q. Were you involved i n e i t h e r the p r e p a r a t i o n of 

the A p p l i c a t i o n t o go t o hearing or the a d m i n i s t r a t i v e 

a p p l i c a t i o n ? 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

13 

A. The i n i t i a l one or t h i s one r i g h t here? 

Q. This one here. 

A. Yes, s i r . 

Q. And were you kept — or were you aware t h a t Yates 

was appearing i n the case t h a t was going t o hearing? 

A. This case r i g h t here? 

Q. Yes. 

A. We knew we had t o n o t i f y you. 

Q. When d i d you f i n d out t h a t t h e r e might be 

o p p o s i t i o n t o the A p p l i c a t i o n ? 

A. When I got the n o t i c e of abeyance. 

MR. CARR: That's a l l I have. Thank you. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. The three e x i s t i n g p r o r a t i o n u n i t s — Let's see, 

Ocean operates the Townsend State 5? 

A. Yes, s i r . 

Q. And the Townsend State Number 1? 

A. Yes, s i r . 

Q. And the other one i s dedicated t o — i t looks 

l i k e the Yates well? 

A. Yes, i t ' s the "APK" — I t h i n k i t ' s the Number 1, 

State Number 1. 

Q. And you've got 40 acres included i n t h a t 

dedicated t r a c t ? 

STEVEN T. BRENNER, CCR 
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A. Yes, s i r . 

Q. I s t h e r e any development on t h e west s i d e o f 

t h i s ? 

A. Yes, s i r , there are w e l l s t h e r e , and they are — 

I'm not sure what they're producing from. 

Q. You don't know i f they're i n the Strawn? 

A. No, they're not. A l l the Strawn w e l l s are 

p i c t u r e d on the map here i n yellow, or orange dots. 

Q. Okay. This i s b a s i c a l l y a problem t h a t you 

i n h e r i t e d ; i s t h a t r i g h t ? 

A. Yes, s i r . 

Q. Previous operator was UMC? 

A. Yes, s i r . UMC merged i n t o Ocean, and then Ocean 

merged i n t o Seagull, and t h a t ' s where I got i n v o l v e d i n 

t h i s , through t h a t merger. 

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

t h i s witness. 

FRANK MESSA, 

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 f o r the record? 

A. My name i s Frank Messa. 

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

STEVEN T. BRENNER, CCR 
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A. I work f o r Ocean Energy i n Houston, Texas, as a 

senior s t a f f g e o l o g i s t . 

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

Di v i s i o n ? 

A. Yes, I have. 

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

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 Strawn geology i n 

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

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. Messa as 

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

MR. CARR: No o b j e c t i o n . 

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

Q. (By Mr. Bruce) Mr. Messa, could you i d e n t i f y 

E x h i b i t 8 and describe what i t shows f o r the Examiner? 

A. Yes, t h i s i s an isopach map t h a t shows the Strawn 

p o r o s i t y thickness greater than 3-percent p o r o s i t y . This 

i s a map t h a t i s included w e l l c o n t r o l , pressure data, 

seismic data, and i t ' s been, i n my op i n i o n , very a c c u r a t e l y 

and f i n e - t u n e d , the combination of the th r e e data s e t s , t o 

create t h i s map. 

Q. Looking a t t h i s map, j u s t t o r e i t e r a t e some of 

the w e l l s , s t a r t i n g , say, i n the very southwest corner of 

STEVEN T. BRENNER, CCR 
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Section 1, i s t h a t a Strawn dry hole? 

A. Yes, t h a t i s a Strawn p e n e t r a t i o n w i t h no 

p o r o s i t y and plugged and abandoned. 

Q. Okay. Moving t o the n o r t h , the d i r e c t i o n a l w e l l 

t h a t — the Ocean Energy, Townsend State Number 1, t h a t i s 

i n a separate p o r o s i t y pod i n t h i s area? 

A. Yes, i t i s . 

Q. Moving t o the west, the Townsend 2 Number 1, i s 

t h a t dry i n the Strawn? 

A. Yes, i t i s . 

Q. And then these two w e l l s immediately t o the 

southwest, the Yates F i e l d "APK" Number — What i s i t ? 

Number — 

A. — 3. 

Q. — Number 3, and then the a d j o i n i n g w e l l , are 

those dry i n the Strawn? 

A. Those are both dry i n the Strawn, yes. 

Q. Okay. Based on your mapping, i s the Townsend 

State Number 5 i n a separate p o r o s i t y pod from any other 

Strawn w e l l i n t h i s pool? 

A. Yes, i t i s . 

Q. Okay, why don't you move on t o your E x h i b i t 9 and 

maybe describe i n a l i t t l e b i t more d e t a i l what you see 

when you're l o o k i n g a t the Strawn i n t h i s area? 

A. E x h i b i t 9 i s a cross-section t h a t i s o u t l i n e d on 

STEVEN T. BRENNER, CCR 
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the map as cross-section A-A'. The f i r s t w e l l on the 

c r o s s - s e c t i o n shows the Ocean Energy Townsend 2 State 

Number 1, which had e f f e c t i v e l y no Strawn p o r o s i t y and no 

Strawn r e s e r v o i r . 

And moving south along the c r o s s - s e c t i o n , i t goes 

t o the Townsend State Number 5 w e l l , and i t shows along the 

l i n e of cross-section an a d d i t i o n a l p o r o s i t y pod, and then 

i t shows where the Townsend 5 w e l l l o c a t i o n i s l o c a t e d , we 

have the Strawn buildup t h e r e . 

Following the cross-section t o the Yates Runnels 

Number 3, which was a h o r i z o n t a l w e l l d r i l l e d from the 

Burleson and Huff Number 3 Lusk w e l l , ad i t shows a 

p o r o s i t y pod i n between those two w e l l s , and i t shows how 

the — i n a schematic form, the wellbore p e n e t r a t i n g the 

p o r o s i t y pod along the cross-section. 

Moving west t o the Number 1 Lusk, no p o r o s i t y , no 

Strawn b u i l d u p . 

And then moving t o the Yates Schenck and the Lusk 

"ANB" Number 2, I have not been able t o f i n d the logs from 

the Schenck a t the OCD. My l a s t phone c a l l t h e r e was, 

those logs had not been turned t o the OCD. 

And the l a s t w e l l on the c r o s s - s e c t i o n , t h a t l o g 

i s not a v a i l a b l e . 

The purpose behind the c r o s s - s e c t i o n i s t o show 

the d i s c r e t e nature and the i s o l a t e d nature of these Strawn 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

18 

b u i l d u p s . 

And i t ' s been scaled t o the map and i s a very 

accurate d e p i c t i o n of what I see on the map, again 

i n c l u d i n g the seismic data, pressure data and subsurface 

data. 

Q. Based on your mapping, should the proposed 

Townsend Number 11 i n t e r s e c t one of these p o r o s i t y pods? 

A. Yes, i t should. 

Q. Okay. And again, looking a t t h i s , would the 

Townsend Number 5 and the Townsend Number 11 be separate 

from any other p o r o s i t y pods i n t h i s pool? 

A. They are separated, yes, from any other p o r o s i t y 

pod i n the pool. 

Q. Were E x h i b i t s 8 and 9 prepared by you or under 

your d i r e c t i o n ? 

A. Yes, they were. 

Q. I n your o p i n i o n , i s the g r a n t i n g of Ocean'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 

p r e v e n t i o n of waste? 

A. Yes, I do. 

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

admission of E x h i b i t s 8 and 9. 

MR. CARR: Mr. Examiner, may I ask some questions 

concerning the p r e p a r a t i o n of these e x h i b i t s ? 

EXAMINER CATANACH: C e r t a i n l y . 
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VOIR DIRE EXAMINATION 

BY MR. CARR: 

Q. Mr. Messa, i f I look a t what has been marked 

E x h i b i t Number 8, t h i s looks t o me as i f i t i s an e x h i b i t 

very s i m i l a r t o one presented a t hearing i n May; 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. Was t h i s e x h i b i t prepared by you? 

A. That e x h i b i t was reviewed by me. 

Q. Did you change the contours f o r the Strawn 

anomaly shown i n the southeast of Section 2? 

A. No, I d i d not. 

Q. When we look a t t h i s e x h i b i t , the shape of t h a t 

anomaly, I b e l i e v e you t e s t i f i e d , was based on seismic as 

w e l l as w e l l - c o n t r o l information? 

A. Yes. 

Q. I s the r e any w e l l - c o n t r o l i n f o r m a t i o n t h a t would 

a c t u a l l y a s s i s t you i n c o n f i g u r i n g t h i s pod as you have 

here? 

A. The w e l l c o n t r o l , yes. 

Q. Do you have w e l l c o n t r o l t h a t , i n f a c t , would 

show t h a t t h e r e i s a nose coming i n from the northeast t h a t 

i s o u t s i d e t h a t pod, or i s t h a t based on seismic data? 

A. I do not see a nose. What nose are you r e f e r r i n g 

to? 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

20 

Q. I f you look a t the pod i n which the Townsend 

Number 5 i s locate d , we see t h a t i t i s co n t r a c t e d i n on the 

northeast edge of t h a t r e s e r v o i r , there's s o r t of a nose 

t h a t comes i n , t h a t i s mapped as outside the pod; i s t h a t 

r i g h t ? 

A. I'm so r r y , I'm not f o l l o w i n g e x a c t l y where on the 

map we're t a l k i n g about. 

Q. I guess my question i s t h i s : I t has got an odd 

shape, and my question i s , have you drawn the boundary of 

t h i s pod based on seismic information? 

A. The boundaries are formed from the seismic, not 

e n t i r e l y drawn or copied from seismic; i t also includes the 

w e l l c o n t r o l . 

Q. The seismic — This i n t e r p r e t a t i o n i s going t o be 

the basis f o r vo l u m e t r i c c a l c u l a t i o n s and other testimony 

t o come, i s i t not? 

A. Yes. 

Q. And you are aware t h a t we sought your seismic 

i n f o r m a t i o n by subpoena, are you not? 

A. You sought our seismic data by subpoena. 

Q. And we have not received any seismic? 

A. I'm not aware of t h a t , no. 

MR. CARR: Mr. Examiner, I'm going t o o b j e c t t o 

the admission of E x h i b i t 8. The map i s based on seismic 

i n f o r m a t i o n . We attempted t o o b t a i n i t through subpoena, 
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and the response was t h a t i t was i n t e r p r e t i v e and 

p r o p r i e t a r y . 

We have the r i g h t t o cross-examine the witness on 

the shape of t h i s pod. The whole case r e s t s on the way 

they have mapped t h i s r e s e r v o i r , and as i t stands today we 

do not have the data a v a i l a b l e t o us t o e f f e c t i v e l y cross-

examine them, and t h e r e f o r e we o b j e c t t o the admission of 

E x h i b i t 8. 

EXAMINER CATANACH: Mr. Carr, when was t h i s 

subpoena i n f o r m a t i o n denied? 

MR. CARR: There was a — Mr. Bruce objected t o 

the subpoena, and h i s o b j e c t i o n was received e a r l y t h i s 

week, and i t s t a t e d t h a t i t was p r o p r i e t a r y and i t would 

not be produced. 

We can e i t h e r recess now and have a hearing on a 

motion t o compel, or I submit i t ' s i n a p p r o p r i a t e t o admit 

e x h i b i t s when we're denied u n d e r l y i n g data and can't 

e f f e c t i v e l y cross. Without the seismic we cannot do t h a t . 

MR. BRUCE: Mr. Examiner, f i r s t of a l l , Yates has 

the same seismic data t h a t Ocean has. 

Secondly, we w i l l present a ge o p h y s i c i s t t o 

present and discuss the seismic data. 

T h i r d , t h i s i s v i r t u a l l y i d e n t i c a l t o a map t h a t 

was admitted i n t o evidence a t the l a s t hearing on May 4th. 

And f i f t h [ s i c ] , Yates has s u f f i c i e n t data. As a 
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matter of f a c t , Mr. Examiner, w i t h respect t o the l a s t 

h earing orders were submitted over the l a s t few days, 

proposed orders, and one of the t h i n g s submitted by Mr. 

Pearson on behalf of Yates i s a map t h a t looks v i r t u a l l y 

i d e n t i c a l t o the mapping done on Ocean's e x h i b i t . They 

obv i o u s l y have the seismic, they obviously know what t o 

look f o r . 

And s t a t i n g t h a t they can't cross-examine because 

they haven't seen Ocean's seismic data, which they have the 

same data, i s j u s t p l a i n wrong. 

EXAMINER CATANACH: I'm s o r r y , you s a i d they have 

the same data. I t ' s not e x a c t l y the same. 

MR. BRUCE: I t ' s the same — We have a 

geo p h y s i c i s t who could e x p l a i n i t b e t t e r , Mr. S i l v e r , but 

they have the same data set t h a t Ocean does. 

EXAMINER CATANACH: Sorry, was t h i s motion r u l e d 

on? 

MR. CARR: No. I would note t h a t simply because 

we have accepted i n the e a r l i e r case an i n t e r p r e t a t i o n f o r 

purposes of doing some vol u m e t r i c c a l c u l a t i o n s , i t doesn't 

mean when they come along t o put a second w e l l i n a pod 

t h a t we're bound by having used t h a t before, and they 

contend t h a t t h e i r i n t e r p r e t a t i o n s are c o n f i d e n t i a l and 

p r o p r i e t a r y , t h e i r seismic data i s . I t i s n ' t t he i d e n t i c a l 

i n f o r m a t i o n t h a t we have. To e f f e c t i v e l y pursue t h i s , we 
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need t o see i t . Without i t , we can't cross. Without i t , 

t h i s e x h i b i t cannot be admitted. 

EXAMINER CATANACH: Mr. Carr, you say you don't 

have the same geophysical data? 

MR. CARR: No. That's what I understand. 

MR. BRUCE: I n the motion, i n my response t o the 

subpoena — which, by the way, Mr. Examiner, I saw Friday 

and I had t o respond t o on Monday, I sa i d we would be 

pre p a r i n g e x h i b i t s f o r submission a t the hearing, and they 

w i l l be given t o Yates a t t h a t time. I d i d not have the 

e x h i b i t s on Monday. 

MR. CARR: We aren't asking f o r the e x h i b i t s , 

we're asking f o r the data t h a t was used t o i n t e r p r e t the 

r e s e r v o i r i n t h i s fashion, because t h e i r e n t i r e case and 

vo l u m e t r i c p r e s e n t a t i o n w i l l be based on t h i s 

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

EXAMINER CATANACH: I s i t Yates' p o s i t i o n t h a t — 

I mean, i t looks l i k e Yates has submitted t h e i r own map 

which maps t h i s r e s e r v o i r . I t looks the same. I s t h a t — 

MR. BRUCE: Obviously, they have the same type of 

data i f they come up w i t h v i r t u a l l y i d e n t i c a l mapping as we 

do. 

I f a i l t o see where they're harmed because they 

have seismic data, we have seismic data; they can make 

t h e i r own i n t e r p r e t a t i o n . 
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I t ' s not my f a u l t they d i d n ' t b r i n g up a 

geo p h y s i c i s t t o present t h e i r side of the s t o r y . 

MR. CARR: Our testimony w i l l be, and i f you'd 

l i k e t o ask Mr. Pearson who's under oath, we accepted t h e i r 

map f o r the purpose of our c a l c u l a t i o n s ; we d i d not 

independently map — 

MR. BRUCE: Mr. Examiner, t h i s map i s dated 

October, 1998, a year and a h a l f before the l a s t hearing. 

To say t h a t they used our data t o prepare a map a year i n 

advance, a year and a h a l f i n advance of a hearing, i s 

f o o l i s h . 

MR. CARR: When we look a t the t r a n s c r i p t , Mr. 

Pearson s a i d i t was not a cu r r e n t i n t e r p r e t a t i o n . 

EXAMINER CATANACH: Yates has some seismic data 

i n t h i s area t h a t they base t h e i r geologic i n t e r p r e t a t i o n 

on? 

MR. CARR: Yes. 

EXAMINER CATANACH: I s t h a t the only issue as f a r 

as the subpoena, was the seismic data? 

MR. CARR: I t h i n k a t t h i s p o i n t i n time, t h a t ' s 

the only issue. 

EXAMINER CATANACH: Okay, I'm going t o go ahead 

and r u l e t o grant the motion t o quash the subpoena by Mr. 

Bruce and not have the motion be r e q u i r e d t o submit t h a t 

data. 
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CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Messa, i f we look a t your E x h i b i t 8, i s there 

any w e l l c o n t r o l t h a t would show the r e i s separa t i o n 

between the pod i n which the Townsend Number 5 i s loc a t e d 

and t he pod you have mapped south and west of t h a t i n which 

the Schenck and the Lusk 2 are located? 

A. I'm sor r y , I d i d n ' t hear the — 

Q. You show separation — 

A. I show — Yes, the r e i s separation shown. 

Q. And I'm asking, i s there any w e l l c o n t r o l t h a t 

you can use t o e s t a b l i s h t h a t ? 

A. The w e l l c o n t r o l would be the Lusk Number 1, the 

Yates F i e l d "APK" Number 3. 

Q. Do any of those confirm separation between the 

Townsend Number 5 and the Lusk 2? 

A. Those w e l l c o n t r o l and the seismic data very 

c l e a r l y show t h a t there i s separation i n between. 

Q. Now, i f we look a t your seismic data, what i s the 

v e r t i c a l r e s o l u t i o n i n t h i s seismic shoot? 

A. I'm so r r y , y o u ' l l have t o r e f e r t h a t t o our 

geo p h y s i c i s t . 

Q. So your testimony i s , i t ' s based on your p h y s i c a l 

i n f o r m a t i o n , but you can't e x p l a i n t h a t t o me? 

A. We work on t h i s together as a team. 
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Q. And there was an i n d i v i d u a l , a Br i a n Bloom, or 

Blome. Did he work on your team as well? 

A. He d i d . He's no longer w i t h t h i s company. 

Q. Do you know what the zero contour l i n e you've 

shown on t h i s e x h i b i t a c t u a l l y — what i t a c t u a l l y shows? 

A. Yes, I do. 

Q. And what does i t show? 

A. I t shows the extent of the r e s e r v o i r . 

Q. Are you saying t h a t t h a t zero contour l i n e i s the 

l i m i t of t h a t pod? 

A. Yes, I am. 

Q. And i t j u s t happens t o come down and break r i g h t 

on the n o r t h l i n e of Section 11? 

A. Yes, I am. 

Q. Could you t e l l me where the proposed w e l l i s i n 

regard t o t h i s pod as you've mapped i t ? 

A. The proposed w e l l , the Townsend Number 11? 

Q. Yes. 

A. I t w i l l be on the northwestern limb of t h i s 

p o r o s i t y pod t h a t the Townsend Number 5 i s d r i l l e d i n . 

Q. I s i t i n t h a t separate high t h a t you show n o r t h 

of the Townsend Number 5? 

A. Yes. 

Q. I mean, have you p l o t t e d i t on any of these maps? 

MR. PEARSON: Could you p l o t i t on a map? 
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THE WITNESS: Could I p l o t i t on a map? 

Q. (By Mr. Carr) Yeah, so we could see where your 

proposed l o c a t i o n i s i n regard t o your — 

MR. PEARSON: Because i t ' s not on your land map 

and i t ' s not on — 

MR. BRUCE: Mr. Examiner, I would ask t h a t Mr. 

Carr make the questions, not Mr. Pearson. 

EXAMINER CATANACH: Please do so, Mr. Carr. 

Q. (By Mr. Carr) I w i l l do so, and my question i s , 

could you show me on one of these maps where you have 

i n t e r p r e t e d an a l g a l mound or pod where your proposed 

l o c a t i o n w i l l be located? 

A. Are you asking f o r a footage c a l l from — 

Q. No, I'm j u s t t r y i n g t o see where i t i s i n regard 

t o your i n t e r p r e t a t i o n . I'm j u s t — That's a l l i t i s . And 

i f you're o f f a l i t t l e , t h a t ' s a l l r i g h t w i t h me. 

I'm j u s t t r y i n g t o see whereabouts, g e n e r a l l y , i n 

t h i s pod — 

A. I d e a l l y , i t would be located on the very t h i c k e s t 

p a r t of the pod, f o r t h i s p a r t i c u l a r zone. We always d r i l l 

these w e l l s l o o k i n g f o r m u l t i p l e zones. 

Q. So t h a t ' s i d e a l l y — I s t h a t where you have 

placed i t ? I f we were t o ask you t o spot i t on E x h i b i t 

Number 8, would i t be i n t h a t high — 

A. Yes. 
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Q. — i n the northern p a r t of the pod? 

A. Yes. 

Q. And i t i s your testimony t h a t i t ' s t h i s 

i n t e r p r e t a t i o n from which you draw the conclusion t h a t 

t h e r e i s separation between these i n d i v i d u a l pods? 

A. I b e l i e v e there i s separation. There may be — 

somewhat connected at the very t h i n n e s t p a r t of i t , but i t 

would probably be not productive w i t h i n the separation. 

I'm saying t h a t they are separated. 

Q. You're saying there i s an absolute separation? 

A. There i s a separation. There i s not a zero 

se p a r a t i o n between the two, but t h e r e i s d e f i n i t e l y a 

s e p a r a t i o n . 

Q. But — 

A. The two pods are separate. 

Q. But not zero? 

A. But not zero. 

Q. So t h e r e i s some connection between — 

A. Yes, t h e r e i s some connection. 

Q. And so what we have mapped here i s a thickness or 

a contour i n t e r v a l of — what, more than what, shows the 

zero l i n e ? 

A. We're lo o k i n g a t a p o s s i b l e connection of maybe 

2 0 f e e t . 

Q. So t h e r e may be Strawn formation 20 f e e t t h i c k 
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between these pods; i s t h a t what you're saying? 

A. I'm saying there may be the rock t h a t i s p a r t of 

the Strawn formation t h a t i s 2 0 f e e t t h i c k , but not the 

pr o d u c t i v e p a r t of the rock. 

Q. i s the productive p a r t of the rock shown by the 

zero contour? 

A. The zero i s where i t ' s d e f i n i t e l y not p r o d u c t i v e . 

Q. And you can t e l l t h a t from a g e o l o g i c a l 

i n t e r p r e t a t i o n ? 

A. Yes, I can. 

Q. What g e o l o g i c a l i n f o r m a t i o n do you have t h a t 

t e l l s you t h a t t h a t zero i s below what would be productive? 

A. I b e l i e v e I s t a t e d e a r l i e r t h a t t h i s map i s a 

composite of g e o l o g i c a l , geophysical and engineering data. 

Q. And so t o ask you about i t , the conclusion as t o 

what i s pr o d u c t i v e i s not a g e o l o g i c a l question? 

I mean, there are three people. I'm t r y i n g t o 

j u s t f i n d out how you decided t h a t t h a t was not pr o d u c t i v e 

a t the zero l i n e , and i n a few minutes y o u ' l l be gone, and 

I don't want t o be asking an engineer who r e f e r s me back t o 

a g e o l o g i s t . 

And so my question i s , i s t h e r e a g e o l o g i c a l 

component t o t h a t d e c i s i o n , t h a t t h a t zero l i n e i s below 

anything productive? 

A. Well, yes. 
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Q. And what i s tha t ? 

A. The w e l l c o n t r o l t o the n o r t h , t o the northwest, 

the zero t o the southeast, the zero t o the southwest. 

Q. And t h a t t e l l s you — 

A. Those are the c o n t r o l l i m i t s f o r the e x t e n t of 

t h a t pod. 

Q. And t h a t t e l l s you t h a t a t t h i s zero l i n e , 

a nything below t h a t i s not productive — 

A. That's r i g h t . 

Q. — g e o l o g i c a l l y ? 

Thank you, t h a t ' s a l l . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Messa, w i t h regards t o going towards the 

southwest, are you using the c o n t r o l p o i n t f o r the Lusk 

Number 1? 

A. Yes, and I'm also using the geophysical data. 

Q. So you're t e s t i f y i n g t h a t t here i s Strawn rock 

between the two pods — 

A. Yes. 

Q. — the Schenck and the Townsend, but t h a t rock i s 

nonproductive? 

A. Yes. 

Q. By v i r t u e of being — I s i t t i g h t ? I s t h a t what 

you're saying? 

STEVEN T. BRENNER, CCR 
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A. Yes, i t ' s t i g h t rock, i t has no p e r m e a b i l i t y t o 

t r a n s m i t any f l u i d s . 

Q. And t h a t data — And t h a t shows up on your 

geophysical data? 

A. Yes. 

Q. And your geophysicist w i l l be t e s t i f y i n g t o t h a t ? 

A. Yes. 

Q. So b a s i c a l l y , i s i t your geophysical data t h a t 

b a s i c a l l y defines the shape of the pod? 

A. Yes, the geophysical data does help d e f i n e the 

shape of the pod. 

Q. But you also use w e l l c o n t r o l ? 

A. Yes. 

Q. But you've d e f i n i t e l y got connection i n the 

pod — Between the Townsend 5 and the proposed Townsend 11, 

t h e r e i s connection i n those two areas? 

A. Yes, there i s some connection, but I do not 

b e l i e v e t h a t the Townsend 5 could e f f e c t i v e l y d r a i n the pod 

t o the n o r t h . 

Q. I s there a reason f o r tha t ? 

A. The more t h i n t h a t you get the Strawn, the less 

p e r m e a b i l i t y you see w i t h i t . The t h i n n e r the Strawn rock, 

the t h i n n e r the p e r m e a b i l i t y i s . T y p i c a l l y , you see a 

c o r r e l a t i o n between thickness of the rock and p e r m e a b i l i t y 

of the rock. 
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Q. So the l o c a t i o n f o r the Townsend 11 w e l l , t h a t 

would probably be located i n a Strawn s e c t i o n t h a t ' s even 

t h i c k e r than the Townsend 5; i s t h a t c o r r e c t ? 

A. I b e l i e v e so. I f we spotted the w e l l a t the very 

maximum thickness of t h i s w e l l , yes — a t the very maximum 

thick n e s s of t h i s pod. 

Q. And i s t h a t where the w e l l i s spotte d , w i t h i n 

t h a t center contour there? 

A. That I do not know, because I d i d not spot t h a t 

w e l l on t h i s map. 

Q. I s i t the logs f o r the Schenck and the Lusk w e l l 

i n t h a t separate pod t o the southwest, t h a t those aren't 

a v a i l a b l e , r i g h t ? 

A. Yes. 

Q. You've not been able t o examine those logs? 

A. I've not been able t o examine those logs. 

Q. Would t h a t help you t o confirm t h a t i t ' s a 

separate pod? 

A. Not. 

Q. That wouldn't help? 

A. I t would not help confirm. Even i f I had those 

logs, i t would s t i l l show the same shape t h a t I have. 

The only t h i n g t h a t would change would p o s s i b l y 

be the shape and o u t l i n e of the pod t h a t the Schenck and 

the Lusk "A" and "B" are located. 
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Q. The Runnels "ASP" Number 3 w e l l t o the south — 

A. Yes. 

Q. — t h a t i s a — you show t h a t t o be producing 57 3 

b a r r e l s a day; i s t h a t correct? 

A. Yes, I am. 

Q. And t h a t i s what looks t o me t o be out s i d e a zero 

contour l i n e . 

A. Yes, i t i s a h o r i z o n t a l w e l l t h a t was d r i l l e d by 

Yates. 

I t re-entered the w e l l j u s t south of i t , the Lusk 

Number 3, and d r i l l e d through the pod h o r i z o n t a l l y . 

Q. So the r e i s some completion w i t h i n the t h i c k e r 

p o r t i o n of the pod? 

A. Yes. 

EXAMINER CATANACH: Okay, I b e l i e v e t h a t ' s a l l I 

have of the witness. 

Anything else of t h i s witness? 

MR. CARR: Was E x h i b i t 8 admitted? You r u l e d on 

the motion t o quash. 

EXAMINER CATANACH: Yes, we w i l l admit E x h i b i t 

Number 8. 

MR. CARR: I ' d l i k e the record t o r e f l e c t my 

o b j e c t i o n . 

EXAMINER CATANACH: The record s h a l l r e f l e c t your 

o b j e c t i o n . 
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ROBERT SILVER, 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name? 

A. My name i s Robert S i l v e r . 

Q. Where do you reside? 

A. I re s i d e i n Houston, Texas. 

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

A. I work f o r Ocean Energy as a senior g e o p h y s i c i s t . 

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 ? 

A. No, I have not. 

Q. Would you summarize your educational and 

employment background f o r the Examiner? 

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

Utah i n 1977 w i t h a degree i n geophysics and a degree i n 

geology. I worked f o r Conoco, Texas O i l and Gas, which 

became Bridge O i l , which became Parker and Parsley, which 

became Pioneer N a t u r a l Resources. And then I've als o 

worked a t Ocean Energy. 

Q. How long have you been a t Ocean now? 

A. I've been a t Ocean j u s t over a year. 

Q. Does your area of r e s p o n s i b i l i t y i n c l u d e the 
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Permian Basin i n southeast New Mexico? 

A. Yes, i t does. 

Q. And you f a m i l i a r w i t h geophysical matters r e l a t e d 

t o the proposed well? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. S i l v e r 

as an expert geophysicist. 

MR. CARR: No o b j e c t i o n . 

EXAMINER CATANACH: Mr. S i l v e r i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. S i l v e r , could you i d e n t i f y — 

j u s t b r i e f l y i d e n t i f y E x h i b i t 10 f o r the Examiner, and then 

I ' l l ask you follow-up questions. 

A. I need t o know which one i s E x h i b i t — I don't 

have — 

Q. Excuse me, E x h i b i t 10. 

A. Okay. That i s a map t h a t ' s centered around 

Sections 2, 3, 10 and 11 of 16 South, 35 East, the area 

t h a t we've been t a l k i n g about, and i t i s a map of a Strawn 

peak isochron. I n other words, i n the seismic data the 

Strawn horizon or the Strawn formation i s a f a s t e r rock 

than the Pennsylvanian s h e l l j u s t above i t , and i t creates 

a peak on the seismic data, and the w i d t h of t h a t peak i s 

what's measured i n t h i s map. 

Q. Okay. Now, look i n g a t t h i s map, on the eastern 

s i d e , over towards Section 1, i t becomes blank. I s t h a t 
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p r e t t y much the l i m i t s of Ocean's seismic data? 

A. Yes, the edge there i s the l i m i t of our seismic 

data. 

Q. Okay. Now, there's been some di s c u s s i o n . 

What — You know, do Ocean and Yates have the same basic 

type of seismic? 

A. Yes, Ocean and Yates p a r t i c i p a t e d i n t h i s seismic 

shoot t o g e t h e r , and i t was j o i n t l y shot. We have each 

i n d i v i d u a l l y processed the data a t d i f f e r e n t processing 

centers. So they have the data t h a t we have. We have a 

d i f f e r e n t processed v e r s i o n . 

I n f a c t , I might s t a t e t h a t our processed v e r s i o n 

has b a s i c a l l y a frequency content of about 80 h e r t z , 80 

cycles per second. I have seen Yates' v e r s i o n , and t h e i r s 

i s probably c l o s e r t o 50, 55 hertz per second. 

So there's a d i f f e r e n c e i n the look of i t , but i s 

based on the exact same p h y s i c a l data. 

Q. Okay. Now, l o o k i n g a t t h i s map, there's some 

black dots on t h e r e . Just f o r explanatory purposes, what 

are those? 

A. Those are Wolfcamp producers. There's a Wolfcamp 

r e e f t h a t runs through here, and so those smaller-diameter 

dots are, f o r the most p a r t , or maybe f o r the complete 

p a r t , Wolfcamp producers i n a shallower f i e l d . 

Q. And then the — I don't know what you c a l l them, 
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the open white c i r c l e s , would t h a t designate w e l l s t h a t 

have penetrated t h i s Strawn? 

A. Yes, the open white c i r c l e s or the l a r g e r 

diameter c i r c l e s would be Strawn t e s t s . 

Q. One f i n a l t h i n g before I t u r n you loose t o 

e x p l a i n what i t shows, on Ocean's acreage j u s t n o r t h of the 

Townsend Number 5, there's an area, red and ye l l o w area 

w i t h a l i t t l e c i r c l e i n i t . I s t h a t the l o c a t i o n of the 

proposed Townsend Number 11 well? 

A. Yes, t h a t i s , and I can give you the footage 

c a l l s f o r t h a t i f they want t o mark i t on t h a t map. I t ' s 

1650 from the east l i n e and 1800 from the south l i n e . 

Q. Would t h a t l o c a t i o n p r e t t y much be i n l i n e w i t h 

the h i g h on Mr. Messa's — 

A. Yes. 

Q. — isopach map? 

A. Yes, i t would. And i f you had a r u l e r you could, 

you know, j u s t p l o t t h a t r i g h t on t h e r e . 

Q. Okay. Before I ask you any more questions, then, 

could you j u s t go through t h i s e x h i b i t and t e l l what i t 

shows about the Strawn i n t h i s area? 

A. B a s i c a l l y what i t shows i s the p r o d u c t i v e areas 

i n t h e Strawn, versus areas t h a t are going t o be t i g h t . 

And when we get t o the next e x h i b i t , i t might be a l i t t l e 

e a s ier t o e x p l a i n the p h y s i c a l parameters of what t h i s — 
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Q. I f you want t o go t o E x h i b i t 11, which i s the 

next map — 

A. Okay. 

Q. — and then go through them tog e t h e r , please f e e l 

f r e e t o . 

A. I would p r e f e r t o do i t t h a t way, i f I could. 

On the next e x h i b i t y o u ' l l see, on the seismic 

t h i n g , there's a b i g word "Strawn" r i g h t t h e r e . That i s 

the Strawn peak. And i f y o u ' l l look, t h e r e i s a red l i n e 

t h a t i s a t the very top of t h a t black-colored peak and then 

a blue l i n e t h a t ' s a t the base, and i n geophysical 

parlance, those are zero crossings which you can measure, 

the computer can p i c k those. And what I've measured on 

t h i s map r i g h t here i s the m i l l i s e c o n d d i f f e r e n c e between 

those two l i n e s , and i t ' s colored t o represent 16 t o 22 

m i l l i s e c o n d s . So the 22 m i l l i s e c o n d s i s going t o be the 

red, and below 16 m i l l i s e c o n d s i s going t o be the blue. 

And so what you see i s , where i t i s t h i c k i s 

where you have the red, and i t shows up where the Strawn 

r e e f s are. The p h y s i c a l reasoning f o r t h a t i s , i f you go 

back t o the cross-section t h a t Frank Messa showed, where 

you have a t h i c k p o r o s i t y u n i t you get an e x t r a event, 

because, i n a quick explanation again, there's a slower 

rock on top of the Strawn, which i s Pennsylvanian shale. 

I t s t a r t s t o give you a peak. And then as you go through 
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the Strawn, and there's a l i t t l e m i c r i t e zone a t the base 

of t he Strawn, which i s t i g h t rock again. That's another 

increase i n v e l o c i t y , and i t breaks out as a separate peak. 

And i f you look a t the seismic data, you can see 

t h a t the w e l l s have been d r i l l e d based on t h a t , and i t ' s 

been a very accurate way t o f i n d the o i l out here. And 

t h a t ' s — 

Q. Now, there have been some dry holes — 

A. Yes. 

Q. — i n the Strawn, d r i l l e d i n t h i s area. I s i t 

f a i r t o say t h a t over the l a s t several years t h e r e has been 

a refinement of the i n t e r p r e t a t i o n of the data? 

A. Oh, I t h i n k t h a t would probably be f a i r t o say. 

I n f a c t , I ' d l i k e t o maybe p o i n t out some of the w e l l s on 

the — 

Q. Go ahead. 

A. — seismic l i n e . For example — These are 

la b e l e d , but s t a r t i n g a t the l e f t , the Brunson Number 2, 

there's t h a t second l i t t l e peak where the t h i c k Strawn 

event doesn't show up there. That i s a Strawn dry hole. 

The Number 2 Lusk i s k i n d of on the edge, and i t i s a 

Strawn producer. The Schenck "ATP" shows up r e l a t i v e l y 

t h i c k . I t i s a Strawn producer. 

The Number 1 Lusk "ANB" looks l i k e again i t ' s 

k i n d of r i g h t on the edge, but i t had no p o r o s i t y . I t j u s t 
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missed i t , showing you t h a t t h a t zero l i n e i s very t i g h t 

r i g h t i n t h e r e . 

As you continue across, the Runnels Number 3, the 

bottomhole l o c a t i o n i s not t h i c k . And as you look on the 

log t h e r e , I t h i n k t h a t also, the very bottom of the hole 

i s not where the productive Strawn was, but back i n the — 

f u r t h e r up i n the h o r i z o n t a l w e l l t h e r e . 

The Townsend Number 5, you can see t h a t i t breaks 

out very n i c e l y and i s probably the s i n g l e t h i c k e s t 

isochron p o i n t r i g h t i n there where the Townsend 5 i s . 

Then you can see i t narrows t o where t h e r e 1 s 

n o t h i n g , and then there's another l i t t l e pod t h a t s t a r t s . 

And although i t ' s not labeled, t h a t would be the l o c a t i o n 

f o r t he Townsend 11. And then you go t o the Townsend 2, 

which again i s t h i n and i s a Strawn dry hole. 

Q. Looking a t t h i s , even i f you — i n the northeast 

q u a r t e r of the southwest quarter i s the "APK" State Number 

3 w e l l . There was a l i t t l e bump t h e r e , was i t not? 

A. Yes, t h e r e was a l i t t l e t h i c k e n i n g t h e r e , but i t 

d i d n ' t make much of a w e l l i n the Strawn. 

Q. Okay. 

A. But i t wasn't the f u l l thickness l i k e you have i n 

the Townsend. 

Q. Okay. Now, l o o k i n g a t t h i s , do you see a t h i c k 

i n between the Townsend Number 5 and the Schenck or Lusk 
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Number 2 wells? 

A. Yes, there's a l i t t l e area t h a t ' s c o l o r e d green 

on the map, and i t ' s a l i t t l e b i t t h i c k e r t h e r e , but i t ' s 

not t h i c k enough t o be — I n my op i n i o n i t wouldn't be 

t h i c k enough t o put a w e l l t h e r e . I f Yates f e e l s t h a t 

we're connected, I don't know why they wouldn't put a w e l l 

t h e r e , you know, i f they... 

Q. But t h a t minor peak i s separated by some 

s u b s t a n t i a l d i f f e r e n c e from the Townsend Number 5 

r e s e r v o i r ? 

A. Yes. 

Q. And then there's another break i n i t between t h a t 

l i t t l e peak, which i s — what? Say, r i g h t on the h a l f -

s e c t i o n l i n e — 

A. Yes. 

Q. — and then the Lusk Number 2 and the Schenck 

well s ? 

A. Yes, they're very much separate. 

Q. Based on t h i s , would you expect the Townsend 

Number 5 t o be producing from the same r e s e r v o i r as the 

Schenck or Lusk Number 2 wells? 

A. Abso l u t e l y not. 

Q. Mr. S i l v e r , were E x h i b i t s 10 and 11 prepared by 

you or under your supervision? 

A. Yes, they were. 
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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 

pre v e n t i o n of waste? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of E x h i b i t s 10 and 11. 

MR. CARR: No o b j e c t i o n . 

EXAMINER CATANACH: 10 and 11 w i l l be admitted as 

evidence. 

Mr. Carr? 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. S i l v e r , how long have you been working on 

t h i s prospect area? 

A. For a year. 

Q. I'm sorry? 

A. For a year. 

Q. For a year? And so you were i n v o l v e d i n and have 

worked w i t h the geophysical i n f o r m a t i o n on t h i s p r i o r t o 

the May 4th hearing; i s t h a t r i g h t ? 

A. Yes. 

Q. When I look a t your E x h i b i t Number 10, th e r e are 

l i n e s t h a t are a g r i d . Are those s e c t i o n l i n e s ? 

A. Yes. 

Q. And you have shown on t h i s the pod i n which the 
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Townsend Number 5 i s located. When I compare t h a t t o the 

isopach of the Strawn, the isopach cuts o f f r i g h t on the 

n o r t h l i n e of Section 11, and yet i t appears t h a t your 

mapping shows t h a t pod extending down i n t o Section 11; i s 

t h a t c o r r e c t ? 

A. Just b a r e l y . 

Q. And i s t h e r e any p a r t i c u l a r reason why i t was cut 

o f f , the pod, so i t d i d n ' t extend down i n t o the Yates 

acreage? 

A. The reason would probably be as I go through and 

r e f i n e t h i s , and sometimes there might be one — That's 

probably j u s t one s i n g l e b i n t h a t got changed i n going 

through and, you know, lo o k i n g a t i t . So... 

Q. Now, when we look a t the data t h a t you've 

presented on t h i s e x h i b i t , you have a seismic Line B. 

A. Yes. 

Q. But you have a d d i t i o n a l seismic data across the 

are? 

A. Well, yes. I probably d i d n ' t e x p l a i n t h a t . That 

seismic Line B i s an e x t r a c t i o n from a 3-D seismic — 

Q. I t covers the e n t i r e — 

A. — survey t h a t — yeah, t h a t covers the e n t i r e 

area. 

Q. And when we look a t the pod between the pod i n 

which the S h e l l Lusk Number 2 i s located and the Townsend 
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5, you see a t h i c k e n i n g i n there? 

A. Yes. 

Q. You also see separation on e i t h e r side of th a t ? 

A. Correct. 

Q. When you're working w i t h t h i s seismic 

i n f o r m a t i o n , you can't see an i n t e r v a l of less than 15 or 

20 f e e t , can you? 

A. F i f t e e n t o 20 f e e t would be — That's about a 

qu a r t e r of the wavelet t h a t we have out here, and so t h a t ' s 

what's going t o give you your maximum k i n d of seismic 

response. To see less than 15 or 2 0 f e e t would r e q u i r e 

k i n d of p e r f e c t c o n d i t i o n s . And so yes, I would say t h a t ' s 

a very good c u t o f f , 15 t o 2 0 f e e t . 

Q. And so you can't see i t — 

A. You couldn't n e c e s s a r i l y resolve 15 or 20 f e e t . 

Q. What i s the h o r i z o n t a l and v e r t i c a l r e s o l u t i o n 

t h a t you get from t h i s k i n d of a seismic shoot — 

A. The distance between, say, two peaks on the 

seismic data i s about 100 f e e t , j u s t t o k i n d o f , you know, 

get your eye attuned t o — Because seismic data, of course, 

i s measured i n time r a t h e r than footage. But the distance 

between, you know, two of the c l o s e r peaks t h e r e would be 

about a hundred f e e t . So — 

Q. And t h a t ' s the h o r i z o n t a l ? 

A. No, t h a t ' s v e r t i c a l . 
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Q. Okay, then what i s the h o r i z o n t a l ? 

A. Each one of these t r a c e s i s 55 f e e t a p a r t . 

Q. So — 

A. F i f t y - f i v e or 110, you know, I'm not 100-percent 

sure on t h a t . 

Q. But can you see less than t h a t ? I mean, when 

you've got t h i s s o r t of a r e s o l u t i o n , can you read — can 

you r e f i n e i t beyond those measurements? Are t h e r e areas 

t h a t you — 

A. The h o r i z o n t a l — You know, each b i n i s where one 

of those t r a c e s are. You can't do any f i n e r than t h a t . I 

mean, what you shoot the data i n , you get a t r a c e i n every, 

you know, every 55-foot-square b i n . But t h a t ' s i t , t h a t ' s 

the maximum r e s o l u t i o n , h o r i z o n t a l l y , t h a t you can do. 

V e r t i c a l l y , a l o t of i t depends on the a c t u a l 

v e l o c i t y of the p a r t i c u l a r rock you're l o o k i n g a t , whether 

i t ' s limestone or shale and how i t s i t s . So sometimes i t ' s 

not q u i t e a blanket statement t o say, you know, you can see 

20 f e e t or whatever, because i t somewhat depends on the 

s p e c i f i c geology r i g h t t here a t t h a t spot. 

Q. I s th e r e a geophysical component, when we look a t 

t h i s i n f o r m a t i o n , t o being able t o determine whether or not 

what you have i n the pod i s productive or not? 

A. What we're measuring w i t h the seismic r i g h t here, 

t h a t increase i n the t o t a l distance t h a t t h a t peak takes i s 
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a r e s u l t of the increase i n p o r o s i t y . 

Q. Okay. I f we go t o E x h i b i t 11 and we're l o o k i n g 

f o r p o r o s i t y f o r , say, the Townsend Number 5 — 

A. Uh-huh. 

Q. — would t h a t p o r o s i t y correspond t o the doublets 

t h a t are s o r t of a t the top of the arrow above the Townsend 

Number 5? 

A. Yes, t h a t ' s what t h a t arrow i s p o i n t i n g t o . 

Q. We see i t there. We don't r e a l l y see those above 

the Townsend 2 — 

A. No. 

Q. — or Runnels 3; i s t h a t r i g h t ? 

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

Q. While we were t a l k i n g w i t h your g e o l o g i s t , we 

were t r y i n g t o f i n d out where the permeable rock a c t u a l l y 

was i n t h i s r e s e r v o i r . Does the seismic t e l l you where 

t h a t rock i s located? 

A. The seismic doesn't give any measurement of 

p e r m e a b i l i t y . I t gives a measurement of p o r o s i t y , which i s 

r e l a t e d t o the v e l o c i t y of the rock. However, p o r o s i t y and 

p e r m e a b i l i t y i n a carbonate are very c l o s e l y r e l a t e d . 

MR. CARR: That's a l l I have. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. S i l v e r , you've used the data on E x h i b i t 
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Number 11 t o map the t h i c k s e c t i o n t h a t you've shown i n 

between the Townsend 5 and the Schenck — 

A. Yes. 

Q. — i s t h a t correct? 

A. Yes. 

Q. Can you show me where t h a t i s on Section 11? 

A. A c t u a l l y , the seismic l i n e or Line B t h e r e , 

E x h i b i t 11, was drawn t o match Frank's c r o s s - s e c t i o n . And 

so, as you can see the red l i n e on the map, i t doesn't 

a c t u a l l y cross t h a t l i t t l e t h i c k e r area. I have other 

examples of t h a t , i f we need t o put those i n . 

MR. BRUCE: I f you would l i k e t h a t , we have 

another — 

THE WITNESS: Yeah, I have t h a t , i f we need t o 

put t h a t i n . 

Q. (By Examiner Catanach) Do you have another l i n e 

t h a t goes between those two pods? 

A. I have a d i r e c t l i n e t h a t connects d i r e c t l y 

through t h e r e , I do. 

Q. Yeah, I would l i k e t o see t h a t . 

A. Okay. 

MR. BRUCE: Mr. S i l v e r , I've handed you what's 

been marked E x h i b i t s 10A and 11A. Could you i d e n t i f y those 

f o r the Examiner and — 

THE WITNESS: Yes. 
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MR. BRUCE: — describe them i n more d e t a i l ? 

THE WITNESS: Okay, E x h i b i t 10A i s the exact same 

map t h a t we had i n E x h i b i t 10, only i t shows two a d d i t i o n a l 

seismic l i n e s , a d i r e c t seismic l i n e connecting t he 

Townsend 5 w i t h the Schenck w e l l , and a d i r e c t seismic 

l i n e , Line C, which connects the Townsend 5 w e l l w i t h the 

Number 1 Lusk A and B. 

And E x h i b i t 11A are those two l i n e s , l a b e l e d Line 

A and Line C. 

And t o answer the question, Line C, what i s 

lab e l e d as Line C would cut r i g h t across t h a t e x t r a l i t t l e 

t h i c k t h a t ' s i n t h e r e , t h a t ' s on the map. And i f you look 

a t Line C, you can see there's an arrow f o r the Lusk A and 

B where i t ' s k i n d of r i g h t on the edge of what we've been 

d e s c r i b i n g as t h a t e x t r a l i t t l e peak, and then the Townsend 

5, and then r i g h t i n the middle you can see where i t k i n d 

of t h i c k e n s up th e r e , and i t s t a r t s t o b u i l d i n t o a second 

peak, i s t h a t h i g h l i g h t e d area, t h a t ' s green. 

V e r b a l l y , d i d I e x p l a i n t h a t w e l l enough f o r you 

t o understand? Okay. 

Q. (By Examiner Catanach) And i t shows t h a t t h e r e 

i s a t h i c k e n i n g , but i t also shows t h a t t h e r e i s a t h i n n i n g 

on e i t h e r side of that ? 

A. Correct, i t ' s very — I t ' s only l i k e t h r e e t r a c e s 

wide, and then i t t h i n s up d r a m a t i c a l l y on e i t h e r side. 
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Q. Now, from t h i s data you can't t e l l — or can you 

t e l l how t h i c k these pods are, j u s t from t h i s data? 

A. Not — I don't know. Probably not a c c u r a t e l y 

enough t o do — A c t u a l l y , you can get an idea, though, 

because you can measure the d i f f e r e n c e and the time 

d i f f e r e n c e t h a t i t takes t o make t h a t increased peak, you 

can apply t h a t t o the v e l o c i t y d i f f e r e n c e of the Strawn and 

a c t u a l l y make a c a l c u l a t i o n . I have not done t h a t , though. 

But t h e r e i s mathematical r e l a t i o n s h i p s t h e r e t h a t you 

could make some... 

Q. Well, do you know what the d i f f e r e n c e s — I n the 

thick n e s s on t h a t pod t h a t you've got i n the middle of 

those two pro d u c t i v e pods, do you know what — the 

d i f f e r e n c e i n t h a t on e i t h e r side of th a t ? I mean, would 

you be able t o t e l l t hat? 

A. Would I be able t o t e l l what the thic k n e s s i s of 

t h a t pod i n the center? 

Q. And the d i f f e r e n c e — How much does i t t h i n t o 

e i t h e r side? I mean, i s t h a t something t h a t you could 

q u a n t i f y , or have done t h a t ? 

A. V i s u a l l y , I can do t h a t f o r you. I don't have 

any r e a l measurement t o o l s w i t h me r i g h t now t o 

mathematically do i t . But v i s u a l l y , e s p e c i a l l y as you go 

t o the northeast on t h a t Line C, i t t h i n s d r a m a t i c a l l y . 

And t h a t ' s an area where — I f you d r i l l i n t h a t type of a 
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s i g n a t u r e , you're going t o have a dry hole. And t o the 

same — A c t u a l l y the same t h i n g w i t h the west. 

You could f o l d t h i s and compare i t w i t h — This 

i s a t r i c k t h a t geophysicists do a l l the time. You could 

f o l d t h i s l i n e and compare i t w i t h the dry holes on the 

other l i n e , and you would see t h a t i t would be t h i n t o the 

exte n t where other dry holes are. 

Q. Well, i n your opinion, i s t h a t middle s e c t i o n , i s 

t h a t something t h a t you would d r i l l a w e l l on? 

A. That would be an economic d e c i s i o n . I would 

t h i n k t h a t there's p o t e n t i a l l y o i l t h e r e , but i t ' s probably 

going t o be a l i t t l e b i t t h i n n e r , and you would have t o map 

out the ac r e - f o o t and determine the p r i c e of o i l t o 

determine whether or not t h a t ' s economically f e a s i b l e . 

Q. But i n your opinion — There may be o i l i n t h a t 

pod, but i t ' s not, i n your o p i n i o n , connected t o the pod on 

e i t h e r side? 

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

EXAMINER CATANACH: Mr. Carr, d i d you have any 

questions on t h i s e x h i b i t ? 

MR. CARR: Yeah, I a c t u a l l y do. 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Mr. S i l v e r , i f we look a t the l i n e t h a t runs 

between the Schenck and the Townsend, t h a t ' s j u s t an 
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a r b i t r a r y l i n e , i t ' s a s t r a i g h t l i n e ? 

A. Right. 

Q. The p o r o s i t y , i f i t doesn't go i n a s t r a i g h t 

l i n e , might not be shown on t h a t a r b i t r a r y l i n e , c o r r e c t ? 

A. Yes, t h a t i s c o r r e c t , but i t would show on the 

map. 

Q. How t h i n does the p o r o s i t y have t o get before you 

can't see i t ? I s t h i s back t o 15 or 2 0 feet? I s t h a t — 

A. I would say t h a t t h a t ' s c o r r e c t . You could have 

a 10-foot l a y e r of p o r o s i t y t h a t you wouldn't be able t o 

see on seismic, maybe f i v e or 10 f e e t , you know, p h y s i c a l l y 

you could say t h a t . But our i n d i c a t i o n s out here have been 

p r e t t y accurate t h a t when you d r i l l i n t h a t t h i n peak area, 

you're going t o get a dry hole. 

Q. When we use the data, the seismic isochron, 

E x h i b i t 10A, i s i t your testimony t h a t you can judge the 

thick n e s s of these pods from t h i s information? 

A. I would say t h a t there's a r e l a t i o n s h i p t o the 

thi c k n e s s . I couldn't give you an exact t h i c k n e s s , but you 

can say, yeah, t h i s i s obviously t h i c k e r than t h i s one 

and... 

Q. Do you have a copy of E x h i b i t Number 8? 

A. Yes. 

Q. Look a t the Schenck w e l l i n the northwest of 11. 

What i s the thickness there? I s t h a t 12 feet ? 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

52 

A. I t says 12 f e e t , and y e t — I know what you're 

going t o say — on the seismic i t shows t h a t i t ' s f a i r l y 

t h i c k . 

Q. And i f we go t o the Townsend Number 5, you've got 

80 f e e t , r i g h t ? 

A. Correct. 

Q. And y e t when we look at your seismic isochron, 

you r e a l l y can't t e l l from t h a t , can you, whether i t ' s 12 

or 80, from t h a t data alone? 

A. I would say t h a t the Townsend 5, because t h a t 

peak i s a l i t t l e b i t more broken out, i s t h i c k e r than the 

Schenck w e l l , but I wouldn't be able t o g i v e you absolute 

numbers. 

Q. You couldn't say 12 — 

A. No. 

Q. — as opposed t o 80 — 

A. No, I couldn't. 

Q. — or 30 as opposed t o 75? 

A. No, and — 

Q. And l i k e w i s e , you can't r e a l l y t e l l us the t h i c k 

of t h a t s t r u c t u r e between those two w i t h any more accuracy 

than you could i n the Schenck or the Townsend 5? 

A. I would say, lo o k i n g a t the seismic data, t h a t 

the Townsend 5 would be t h i c k e r than the Schenck, and the 

Schenck would be t h i c k e r than t h a t pod i n the middle t h e r e . 
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But I can't give you — The seismic data i s not f i n e enough 

t o be able t o give you absolute numbers. 

MR. CARR: Thank you. 

MR. BRUCE: Just one follow-up question of Mr. 

S i l v e r . 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. On the Schenck and the Lusk Number 2, you don't 

have logs, so you don't r e a l l y know what the thickness of 

t h a t i s , do you? 

A. That's c o r r e c t . I mean, what we might f i n d i s 

t h a t i t ' s t h i c k e r than — We're j u s t going o f f the p e r f s , 

yeah. 

Q. Okay. 

A. I t might be a p r e t t y good w e l l , thicknesswise. 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. I s i t your testimony t h a t i t might be t h i c k e r 

than 12 on the Schenck? I s t h a t — 

A. Yeah, because I don't have a l o g . 

Q. But E x h i b i t Number 8 i s the best c a l l t h a t your 

group made i n i n t e r p r e t i n g t h a t , r i g h t ? 

A. Yeah, t h a t ' s based on the best i n f o r m a t i o n t h a t 

we have a v a i l a b l e . 

MR. BRUCE: That's a l l I have. 
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EXAMINER CATANACH: Okay. 

BRYAN SAUNDERS. 

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 f o r the record? 

A. Bryan Saunders. 

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

A. Ocean Energy, and I'm a r e s e r v o i r engineer. 

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

Di v i s i o n ? 

A. Yes, I have. 

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

r e l a t i n g t o the Strawn Pool i n t h i s area? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. Saunders 

as an expert engineer. 

EXAMINER CATANACH: Any objection? 

MR. CARR: No o b j e c t i o n . 

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

Q. (By Mr. Bruce) Mr. Saunders, what does E x h i b i t 
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12 show? 

A. E x h i b i t 12 i s a graph of the d a i l y p r o d u c t i o n 

h i s t o r y f o r the Townsend State Number 5 w e l l . We show 

seve r a l curves on t h i s . There's a legend a t the bottom of 

the graph t h a t explains what those curves are. 

What I ' d l i k e t o do i s t o j u s t p o i n t out t h a t 

w e ' l l be c o n c e n t r a t i n g on the GOR, which are the blue dots, 

and the green curve, which i s the d a i l y o i l p r o d u c t i o n . 

Q. Why don't you s t a r t — You know, the w e l l was 

producing e a r l y t h i s year, and then i t was shut i n i n 

March. What was the reason f o r t h a t ? 

A. The reason we were shut i n i n March was t o make 

up f o r overproduction on t h a t w e l l . 

Q. And a t t h a t time i t was what? Approximately 

54,000 b a r r e l s overproduced? 

A. Approximately, I b e l i e v e . 

Q. Why don't you s t a r t w i t h t h a t date and t e l l the 

Examiner what happened t o the w e l l and what the p r o d u c t i o n 

r a t e s show? 

A. At the p o i n t we were asked t o shut i n the w e l l , 

we had had i t shut i n f o r a w h i l e , and we had asked t o have 

a reduced allowable so t h a t we could — We were concerned 

t h a t t h e r e might be damage t o the w e l l by having i t shut 

i n , so we were allowed t o b r i n g the w e l l back on about 150 

b a r r e l s a day. 
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Q. That permission was granted by the Hobbs D i s t r i c t 

O f f i c e ? 

A. That's c o r r e c t . At the p o i n t we were given 

permission t o do t h a t , we went out and opened the w e l l and 

t r i e d t o b r i n g i t back on production, and we could not get 

i t t o f l o w on i t s own. We a c t u a l l y had t o swab sev e r a l 

days t o get the w e l l back on production and producing. 

Q. When i t was producing a t t h a t 150 b a r r e l s of o i l 

per day, what was s i g n i f i c a n t l y changed w i t h respect t o the 

g a s - o i l r a t i o i n t h a t well? 

A. The g a s - o i l r a t i o climbed s i g n i f i c a n t l y , up i n t o 

the 7000-to-8000 range once i t was r e s t o r e d , and i t was — 

Q. I t had pr e v i o u s l y been what? 

A. I t had pr e v i o u s l y been around 3000, j u s t p r i o r t o 

s h u t - i n . 

Q. Okay, go ahead. 

A. At t h a t p o i n t , we had had a hearing, l o o k i n g a t 

a d j u s t i n g the f i e l d r u l e s f o r an increased GOR allowable 

f o r t h i s f i e l d . And a t t h a t time, we had asked f o r some 

r e l i e f f o r the c u r t a i l m e n t t h a t we were seeing, mainly due 

t o the response the w e l l was showing w i t h the high GORs 

l i k e t h a t , we were concerned t h a t we were blowing down 

r e s e r v o i r energy a t t h a t low r a t e , and t h a t was p a r t of 

t h a t hearing. 

Following t h a t hearing, we contacted the Hobbs 
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D i s t r i c t O f f i c e and asked i f we might undertake some 

t e s t i n g on the w e l l t o f i n d out what a maximum e f f i c i e n t 

r a t e might be f o r t h i s w e l l , or an optimum way t o produce 

i t , t o maximize the b e n e f i t s f o r t h i s w e l l . 

We were given permission t o do t h a t , and we 

i n i t i a t e d t h a t t e s t i n g i n May and continued t o produce i t . 

And I t h i n k as y o u ' l l see, n o t i c e the t r e n d , t h a t the GOR 

d i d come down as we r a i s e d the production r a t e . 

Q. Okay. Now, those t e s t s were completed, and 

b a s i c a l l y they're summarized on page 2 of t h i s e x h i b i t ? 

A. That's c o r r e c t . What page 2 of t h a t e x h i b i t 

shows are average d a i l y o i l r a t e s and gas r a t e s d u r i n g the 

t e s t i n g and the r e s u l t i n g GOR f o r those t e s t s . 

And y o u ' l l n o t i c e t h a t the GOR d e c l i n e s 

throughout the t e s t i n g , as the o i l r a t e i s increased. Part 

of the agreement t o do the t e s t i n g w i t h the Hobbs D i s t r i c t 

O f f i c e was t h a t we contact t h a t o f f i c e whenever we were 

going t o have a r a t e change and l e t them know the r e s u l t s 

of our t e s t i n g . 

Following the end of t h a t t e s t i n g , i f y o u ' l l 

r e f e r back t o page 1 again, y o u ' l l n o t i c e t h a t the o i l r a t e 

drops o f f sharply, back down t o about the 150-barrel-a-day 

range, and t h a t was w i t h i n our agreement w i t h Chris 

W i l l i a m s of the D i s t r i c t o f f i c e . 

Q. So b a s i c a l l y , the e s s e n t i a l p o i n t of t h i s e x h i b i t 
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i s t h a t producing a t a — F i r s t of a l l , i f the w e l l i s 

completely shut i n , you're worried about damage t o the 

w e l l ? 

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

Q. And i f you produce a t too low of a r a t e , then the 

GOR i s s u b s t a n t i a l l y higher than producing a t a more 

s u b s t a n t i a l r a t e ; i s t h a t c o r r e c t ? 

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

Q. And t h a t could lead t o a loss of r e s e r v o i r 

energy? 

A. Loss of r e s e r v o i r energy and waste. I would l i k e 

t o make another comment. 

Q. Sure. 

A. The f o l l o w i n g week a f t e r we dropped the r a t e 

back, Chris Williams c a l l e d our o f f i c e , because I had l e f t 

a message t o f i n d out e x a c t l y where we needed t o be a t f o r 

the t e s t i n g , and he was out of the o f f i c e . He c a l l e d back 

the f o l l o w i n g week, and we discussed the r e s u l t s of the 

t e s t i n g t h a t we had done, and he subsequently gave approval 

t o b r i n g the r a t e back up t o 250 t o 300 b a r r e l s a day r a t e 

f o r the time being, t o make up the overproduction. 

Q. That was j u s t a couple of days ago? 

A. Yes, t h a t was e a r l i e r t h i s week. 

Q. What i s E x h i b i t 13, Mr. Saunders? 

A. E x h i b i t 13 i s a t a b l e of the o i l and gas 
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pr o d u c t i o n f o r the Townsend State Number 5 w e l l . That has 

been provided t o the State, and t h i s was provided t o Yates 

through the subpoena t h a t ' s been discussed e a r l i e r . 

Q. Okay. At t h i s p o i n t , what i s the approximate 

overproduction from the Townsend Number 5 we l l ? 

A. I ' d estimate about 18,000 t o 20,000 b a r r e l s 

overproduced a t t h i s p o i n t . 

Q. Okay, so about 60 percent of the overproduction, 

maybe t w o - t h i r d s of the overproduction, has been made up? 

A. Yes, s i r . 

Q. What does E x h i b i t 14 show? 

A. E x h i b i t 14 i s j u s t a v o l u m e t r i c c a l c u l a t i o n of 

the o i l i n place and some p o t e n t i a l reserves t h a t might be 

recovered, given t h a t o i l i n place. 

What i t shows i s t h a t t h e r e i s s u f f i c i e n t — the 

Townsend 5 probably w i l l not recover a l l the p o t e n t i a l 

reserves w i t h i n the p o r o s i t y pod. 

I w i l l back up and say t h a t the r e s e r v o i r volume 

t h a t I show on the sheet i s based o f f the planimetered 

volume of the previous e x h i b i t — 

Q. E x h i b i t 8? 

A. — E x h i b i t 8, t h a t Mr. Messa presented. 

Q. Okay, and t h a t t h e r e i s s u f f i c i e n t volume i n the 

r e s e r v o i r t o support the production from the Townsend 

Number 5? 
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A. Yes, s i r . 

Q. I n f a c t , the Townsend Number 5 may not produce 

a l l the reserves from t h a t p a r t i c u l a r p o r o s i t y pod? 

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

Q. One f i n a l question, regarding these p o r o s i t y 

pods, i s p e r m e a b i l i t y good w i t h i n a pod? 

A. Yes, s i r , very good, i n response t o the Townsend 

5, e x h i b i t s very good p e r m e a b i l i t y . 

Q. Okay. So i f w e l l s are connected, you would 

expect — I f they were pressure-connected, you would expect 

s i m i l a r pressures between w e l l s ; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. Even i f they're a h a l f - m i l e away? 

A. C e r t a i n l y . 

Q. Were E x h i b i t s 12, 13 and 14 prepared you or under 

your s u p e r v i s i o n , Mr. Saunders? 

A. Yes, s i r . 

Q. And 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 and the 

p r e v e n t i o n of waste? 

A. Yes, s i r . 

MR. BRUCE: Mr. Examiner, I move the admission of 

Ocean's E x h i b i t s 12 through 14. 

EXAMINER CATANACH: E x h i b i t s 12 through 14 w i l l 

be admitted as evidence. 
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Mr. Carr? 

MR. CARR: I have no o b j e c t i o n t o the admission 

t o t he e x h i b i t s , and I've got some questions. 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. What i s r e s e r v o i r pressure i n the pod where the 

Townsend 5 i s located, r i g h t now, Mr. Saunders? 

A. I don't know what i t i s r i g h t now. I t was l a s t 

measured i n March of t h i s year and i t was around 13 00 

pounds. 

Q. So you have no cu r r e n t — or no more recent 

pressure data than th a t ? 

A. No, s i r , t h a t ' s the l a t e s t t h a t we have. We shut 

i t — We timed t h a t pressure survey a t the same time as we 

were shut i n t o make up f i e l d production. 

Q. When I look a t your E x h i b i t Number 12 — 

A. Yes, s i r . 

Q. — and the attached i n f o r m a t i o n , have you run any 

nodal c a l c u l a t i o n s on t h i s w e l l and on the r e s e r v o i r ? 

A. No, I have not. 

Q. Have you considered simply i n s t a l l i n g a r t i f i c i a l 

l i f t t o deal w i t h the problem t h a t you experienced when you 

shut the w e l l in? I mean, you're obviously having — I f I 

understand GORs, you've got i t produced a t a higher r a t e t o 

have enough gas t o l i f t the o i l ; i s t h a t r i g h t ? 
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A. That's r i g h t . 

Q. Wouldn't a r t i f i c i a l l i f t c o r r e c t t h a t problem? 

A. I t might. We haven't evaluated t h a t . But the 

f a c t t h a t the w e l l performs w i t h o u t any harm t o the 

r e s e r v o i r a t those r a t e s would say t h a t there's a simpler 

s o l u t i o n a t t h i s p o i n t , as opposed t o spending c a p i t a l 

d o l l a r s on i t , t o t r y t o get those same reserves we could 

get by producing the w e l l n a t u r a l l y . 

Q. At t h i s p o i n t i n time, can you t e l l us whether or 

not the w e l l was damaged i n any way by having p r o d u c t i o n 

c u r t a i l e d , as i t was during March? 

A. I t ' s come back slowly, t h a t ' s f o r sure, yes, s i r . 

I n t a l k i n g w i t h the f i e l d personnel, they seem t o f e e l l i k e 

the w e l l i s a c t i n g s l i g h t l y d i f f e r e n t . Now, t h a t ' s 

anecdotal, and I don't know how else t o c h a r a c t e r i z e i t . 

Q. When Mr. Maney t e s t i f i e d e a r l i e r today about the 

development of t h i s pod and your acreage i n the southeast 

of Section 2, he i n d i c a t e d t h a t you've been l o o k i n g a t the 

development of t h i s nonstandard u n i t f o r several months. 

Have you been involved w i t h t h i s f o r s e veral months? 

A. I wasn't aware of the stranded 40-acre u n i t u n t i l 

a few months ago, about a month ago. 

Q. What i s the reason t h a t now Ocean would l i k e t o 

d r i l l another w e l l i n t h i s pod? 

A. Based on the recovery t h a t we t h i n k i s p o s s i b l e 
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from t h i s pod, we don't b e l i e v e t h a t the Townsend 5 w i l l 

recover a l l i t i s possible t o recover from t h a t pod. 

Q. And t h a t ' s based on your v o l u m e t r i c work? 

A. Yes, s i r . 

Q. You t e s t i f i e d a t the May 4th hearing, d i d you 

not? 

A. Yes, I d i d . 

Q. And a t t h a t time you were asked by Mr. Catanach 

i f t he Townsend Number 5 would d r a i n t h i s pod, co r r e c t ? 

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

Q. And you t e s t i f i e d a t t h a t time t h a t i t would? 

A. Yes, s i r . 

Q. And you t e s t i f i e d t h a t no a d d i t i o n a l w e l l would 

be drained i n t h i s p a r t i c u l a r pod? 

A. Would be — ? 

Q. No a d d i t i o n a l w e l l would be d r i l l e d ? 

A. Yes, s i r . 

Q. And t h a t i s not your testimony today? 

A. That i s not my testimony today. 

Q. And a t the time you came i n as the r e s e r v o i r 

engineer on the p r o j e c t , had you done any v o l u m e t r i c work 

on i t whatsoever? 

A. I b e l i e v e as I s t a t e d i n t h a t , t h a t I hadn't done 

the v o l u m e t r i c c a l c u l a t i o n s . 

Q. Were you p a r t of t h i s team t h a t took a look a t — 
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and developed E x h i b i t 8 and the mapping t h a t i s there? 

A. I d i d n ' t provide any g e o l o g i c a l or... 

Q. Did you put v o lumetric i n f o r m a t i o n i n t o t h i s , t o 

compare the s i z e of these features w i t h the volumes t h a t 

you're i n t e n d i n g t o e x t r a c t therefrom? 

A. I d i d n ' t a f f e c t t h a t work. I drew my i n f o r m a t i o n 

from t h a t work, i f t h a t ' s what you're asking. I'm not 

sure. 

Q. Your vol u m e t r i c work i s based on t h i s , i s what 

you're saying? 

A. Yes, s i r . 

Q. And when you look a t t h i s , i s i t your testimony 

today t h a t the Townsend Number 5 w i l l not d r a i n the 

reserves t h a t are i n t h a t p o r o s i t y pod as mapped on E x h i b i t 

8? 

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

Q. There i s s o r t of a neck between two p o r t i o n s of 

t h i s pod. I t ' s about 4 0 f e e t t h i c k . Do you b e l i e v e the 

Townsend w i l l not be able t o e f f e c t i v e l y d r a i n across t h a t 

neck? 

A. I t h i n k there's enough question t h a t we're 

w i l l i n g t o take the business r i s k t o d r i l l t h a t w e l l . 

Q. You understand t h a t a t the p r i o r testimony t h e r e 

was concern expressed by Yates and others t h a t i t would be 

d i f f i c u l t t o make up the overproduction i f you only 
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c u r t a i l e d the w e l l t o 300 b a r r e l s a day? 

A. Yes, s i r . 

Q. What i s the c u r r e n t producing r a t e from t h a t 

w e l l ? 

A. I'm guessing i t ' s between 250 and 300 because 

of — 

Q. A day? 

A. A day, yes, s i r . 

Q. And what i s the cumulative p r o d u c t i o n from the 

w e l l a t t h i s time? You t e s t i f i e d 278, I t h i n k , i n May? 

A. Yes, s i r . With June's estimates, which are f i e l d 

estimates, about 286,000, 287,000 b a r r e l s . 

Q. When the de c i s i o n was made t o propose the 

a d d i t i o n a l w e l l , were your v o l u m e t r i c f i g u r e s presented t o 

your management? Was t h a t a p o r t i o n of the d e c i s i o n t o go 

forward w i t h t h i s ? 

A. Yes, s i r . 

Q. And what are the recoverable reserves t h a t you're 

a n t i c i p a t i n g you can take from t h i s pod a t t h i s time? I s 

t h a t shown on your l a s t e x h i b i t ? 

A. Well, we f e e l l i k e t h a t probably about 100,000-

plus b a r r e l s . 

Q. And t h a t ' s shown on — based on E x h i b i t 14? 

A. Yes, s i r . 

Q. And so you subtracted from t h i s number what you 
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t h i n k y o u ' l l take from the Townsend 5, and t h a t ' s what's 

l e f t ? 

A. Yes, s i r . 

Q. What do you t h i n k i s the t o t a l p r o d u c t i o n you 

w i l l achieve from the Townsend? 

A. About 400,000 b a r r e l s . 

Q. And what recovery f a c t o r ? 

A. Well, t h a t would be between 30- and 4 0-percent 

recovery f a c t o r . 

Q. What's the r e s e r v o i r d r i v e mechanism f o r t h i s 

r e s e r v o i r ? 

A. I t ' s gas d r i v e , s o l u t i o n gas d r i v e . 

Q. And have you worked w i t h other s o l u t i o n gas d r i v e 

r e s e r v o i r s ? 

A. Yes, s i r . 

Q. And i n your experience, i s i t t y p i c a l t o recover 

between 3 0 and 40 percent of the reserves? 

A. I n h i g h - p o r o s i t y carbonate r e s e r v o i r s t h e r e have 

been cases of t h a t , yes, s i r . 

Q. There have been cases, but i s t h a t what you would 

expect? I s t h a t a r e a l i s t i c recovery f a c t o r f o r t h i s 

r e s e r v o i r ? 

A. Based on performance, i t appears t o be. I n 

a d d i t i o n , the testimony presented by Mr. Pearson of a 50-

percent recovery f a c t o r puts a t the low end. 
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Q. Are you t e s t i f y i n g you t h i n k a 50-percent 

recovery f a c t o r i s a t t a i n a b l e here? 

A. I t seems t o be i n the realm of p o s s i b i l i t i e s . I f 

there's a v o l a t i l e - o i l component t o t h i s r e s e r v o i r , t h a t ' s 

d e f i n i t e l y i n the p o s s i b i l i t i e s . 

Q. You're requesting a u t h o r i t y f o r a nonstandard 

u n i t on which you plan t o d r i l l the Townsend — 

A. Yes, s i r . 

Q. What allowable are you recommending be assigned 

t o t h a t w e l l ? 

A. At t h i s p o i n t we'd l i k e a p r o p o r t i o n a l a l l o w a b l e , 

which would be a h a l f allowable, or h a l f — 

Q. So what i s the allowable f o r 80? 445? 

A. 445, yes, s i r . 

Q. So you're asking f o r h a l f of 445 f o r t h a t w ell? 

A. Yes, s i r , a t t h i s p o i n t . 

Q. And so t h a t plus the — 3 00 you're a u t h o r i z e d t o 

produce, now, out of the Townsend 5? 

A. Yes, s i r . 

Q. Would increase your withdrawal from t h a t pod t o 

522 b a r r e l s a day; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. And i t ' s s t i l l your testimony t h a t t h i s pod i s 

i s o l a t e d and separate from other Strawn pods i n the South 

Big Dog-Strawn Pool? 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

68 

A. Yes, s i r . 

Q. And you w i l l honor those allowable l i m i t s ? 

A. Yes, s i r . 

Q. When we look a t your observed c a l c u l a t i o n , we 

look a t your p o r o s i t y f i g u r e , a t 8.5 percent? 

A. Yes, s i r . 

Q. How d i d you get that? 

A. A f o o t - b y - f o o t c a l c u l a - — or review of the logs. 

Q. So you took logs on the Townsend 5? 

A. Yes, s i r . 

Q. You d i d a f o o t - b y - f o o t measurement, and then you 

t o t a l e d and averaged? 

A. Yes, s i r . 

Q. And you came up w i t h 8.5 percent? 

A. Yes, s i r . 

Q. When we do the w a t e r - s a t u r a t i o n f i g u r e you have 

here of 20 percent, how d i d you get t h a t ? 

A. B a s i c a l l y a s i m i l a r method. I d i d a f o o t - b y - f o o t 

measurement — or reading of the i n d u c t i o n l o g and then 

a p p l i e d t h a t t o a w a t e r - s a t u r a t i o n c a l c u l a t i o n . 

Q. And d i d you use an Archie's c a l c u l a t i o n f o r t h i s , 

or d i d you do a f o o t - b y - f o o t measurement? 

A. Well, i t ' s an Archie c a l c u l a t i o n , or a modified 

Archie c a l c u l a t i o n , f o o t by f o o t . 

Q. But you d i d the e n t i r e i n t e r v a l f o o t by foot ? 
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A. Yes, s i r . 

Q. Your o i l — We have t o accept your r e s e r v o i r 

volume, I guess, t h a t ' s — When we look a t t h i s number, 

4100, i s t h a t j u s t p l a n i m e t e r i n g the r e s e r v o i r ? 

A. And the contours, yes, s i r . 

Q. And t h a t ' s based on E x h i b i t Number 8? 

A. Yes, s i r . 

Q. Then we get t o the o i l formation volume f a c t o r ? 

A. Yes, s i r . 

Q. And how was t h a t obtained? 

A. PVT data. 

Q. Did you use a c t u a l PVT data? 

A. Yes, s i r . 

Q. How were the samples handled? Did you take 

s p e c i a l concern w i t h t h i s v o l a t i l e o i l t o — 

A. That was before I became in v o l v e d i n the p r o j e c t , 

so I assume they used a standard sampling p r a c t i c e . 

Q. And you don't know e x a c t l y how i t was handled. 

Who d i d i t ? Who d i d the a n a l y s i s f o r you? 

A. Core Laboratories. 

Q. So you don't know r e s e r v o i r pressure a t the time 

the sample was taken or how i t was c o l l e c t e d ? 

A. They were taken under i n i t i a l r e s e r v o i r 

c o n d i t i o n s , so I'm sure they observed the drawdown, and, 

pl u s , the w e l l was above bubble-point pressure a t the time 
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t h e sampling was done. 

MR. CARR: Thank you very much. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Saunders, what do you estimate t o recover 

from the Number 11 well? 

A. 100,000 p l u s , somewhere between 100,000 t o 

150,000 b a r r e l s . 

Q. Okay. And d i d you say t h a t you had already made 

up t w o - t h i r d s of your overproduction on the Number 5 w e l l ? 

A. Yes, s i r , we're about 18,000 t o 20,000 b a r r e l s 

overproduced a t t h i s p o i n t . 

Q. And you're producing 300 b a r r e l s a day. 

A. Yes, s i r , a t t h i s p o i n t . 

Q. Do you know how long t h a t a u t h o r i t y extends t i l l ? 

A. No, s i r . When I t a l k e d t o Chris Williams he s a i d 

j u s t , you know, put i t the 250- t o 3 00-barrel-a-day range 

and make i t up. At t h a t r a t e , i t ' s going t o take about 

f o u r months, f o u r months p l u s , t o make up a l l the 

overproduction. 

Q. At what GOR i s t h a t producing? 

A. I don't know. Right now i t ' s s t i l l s t a b i l i z i n g . 

I assume i t ' s back a t the same, you know, 2400, 2500 GOR. 

EXAMINER CATANACH: That's a l l I have. 

MR. BRUCE: That's a l l I have, Mr. Examiner, and 
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I have nothing f u r t h e r i n t h i s matter. 

EXAMINER CATANACH: Mr. Carr? 

MR. CARR: Are you ready t o go forward, s i r ? 

EXAMINER CATANACH: Yeah, l e t ' s take a ten-minute 

break here before we s t a r t . 

(Thereupon, a recess was taken a t 12:43 p.m.) 

(The f o l l o w i n g proceedings had a t 12:55 p.m.) 

EXAMINER CATANACH: Okay, w e ' l l c a l l the hearing 

back t o order, and I be l i e v e i t ' s Yates' t u r n . 

MR. CARR: Thank you, Mr. Examiner. At t h i s time 

we c a l l Dave Pearson. 

DAVID PEARSON, 

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. CARR: 

Q. Would you s t a t e your name f o r the record, please? 

A. David Pearson. 

Q. Where do you reside? 

A. A r t e s i a , New Mexico. 

Q. By whom are you employed? 

A. Yates Petroleum. 

Q. Mr. Pearson, have you p r e v i o u s l y t e s t i f i e d before 

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

A. Yes. 
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Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as an expert i n petroleum engineering accepted 

and made a matter of record? 

A. Yes, they were. 

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 f i l e d i n 

t h i s case on behalf of Ocean Energy Resources, Inc.? 

A. Yes, I am. 

Q. Have you made an engineering study of the area 

which i s the subject of t h i s A p p l i c a t i o n ? 

A. Yes, I have. 

Q. Are you prepared t o share the r e s u l t s of t h a t 

work w i t h Mr. Catanach? 

A. Yes, I am. 

MR. CARR: We tender Mr. Pearson as an expert 

witness i n petroleum engineering. 

EXAMINER CATANACH: Any obje c t i o n ? 

MR. BRUCE: No, s i r . 

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

Q. (By Mr. Carr) Mr. Pearson, would you b r i e f l y 

summarize what i t i s t h a t Yates Petroleum Corporation, 

David Petroleum Corporation, McMillan Production Company 

and Permian E x p l o r a t i o n Corporation seek i n t h i s case? 

A. We b a s i c a l l y seek th r e e t h i n g s . F i r s t , we would 

l i k e t o see the A p p l i c a t i o n of Ocean Energy denied. 

Second, i f the A p p l i c a t i o n i s approved, we'd l i k e t o see 
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the a l lowable f o r the w e l l t o be set a t 222 b a r r e l s a day. 

And t h i r d , i f the A p p l i c a t i o n i s approved, we would also 

l i k e the approval not t o be e f f e c t i v e u n t i l Ocean has made 

up the overproduction from the Townsend Number 5. 

Q. Have you prepared e x h i b i t s f o r p r e s e n t a t i o n here 

today? 

A. Yes, I have. 

Q. Would you r e f e r t o what has been marked f o r 

i d e n t i f i c a t i o n as Yates E x h i b i t Number 1, i d e n t i f y i t and 

review i t f o r Mr. Catanach? 

A. Yates E x h i b i t Number 1 i s the p l a t — or excuse 

me, i s the isopach map submitted by Ocean Energy i n the May 

4t h hearing concerning the overproduced s t a t u s of the 

Townsend State Well Number 5. That w e l l i s l o c a t e d 330 

f e e t from the south and 152 0 f e e t from the east l i n e of 

Section 2, 16 South, 35 East. I t ' s d i r e c t l y south of the 

proposed o f f s e t t h a t the hearing today i s being h e l d about. 

What the map was represented t o show was the 

t h i c k n e s s — i s an isopach map w i t h a zero isopach map l i n e 

showing the thickness of the porous i n t e r v a l encountered by 

v a r i o u s w e l l s i n the area. The relevance of the map i s 

t h a t i t was the map t h a t was presented by Ocean, and 

presented again i n e s s e n t i a l l y the same form today, used as 

the basis f o r t h e i r v o lumetric c a l c u l a t i o n s . 

Q. Mr. Pearson, were you present f o r Mr. Saunders' 
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testimony, and i n p a r t i c u l a r h i s p r e s e n t a t i o n of Ocean's 

v o l u m e t r i c c a l c u l a t i o n s ? 

A. Yes, I was. 

Q. Do you agree w i t h those c a l c u l a t i o n s ? 

A. No, I don't. 

Q. And how do you disagree? 

A. I f you a t the c a l c u l a t i o n s , w i t h the exception of 

the a c r e - f e e t t h a t ' s enclosed w i t h i n the zero isopach of 

t h i s p o r o s i t y pod shown i n the southeast q u a r t e r of Section 

2, every one of the i n p u t values i s sla n t e d so as t o 

b e n e f i t Ocean's r e p r e s e n t a t i o n i n t h i s case t h a t there's a 

la r g e amount of o i l , or there's a s u f f i c i e n t amount of o i l 

i n place here t o j u s t i f y not only the Townsend 5 and the 

overproduction, but an a d d i t i o n a l w e l l . 

Q. Have you prepared vo l u m e t r i c c a l c u l a t i o n s on t h i s 

p a r t i c u l a r pod? 

A. I have. 

Q. Let me d i r e c t your a t t e n t i o n t o what has been 

marked Ocean E x h i b i t 14, or Yates E x h i b i t Number 5 — we 

in c l u d e i t j u s t — which are the reserve c a l c u l a t i o n s 

presented by Mr. Saunders. I ' d l i k e you t o f i r s t go t o the 

reservoir-volume f i g u r e and e x p l a i n the source of t h a t 

p a r t i c u l a r number. 

A. The r e s e r v o i r volume as I c a l c u l a t e i t , and as I 

understand Mr. Saunders has c a l c u l a t e d i t , was obtained by 
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p l a n i m e t r y and mathematical c a l c u l a t i o n of each of the 

contour l i n e s . On my behalf, I can speak a t l e a s t t h a t i t 

i s t h a t pod of p o r o s i t y encountered by the Townsend Number 

5 i n the southeast quarter of Section 2. And e s s e n t i a l l y 

we a r r i v e d a t the same value. 

Q. And i n a r r i v i n g a t the same value, d i d you have a 

d i f f e r e n t g e o l o g i c a l i n t e r p r e t a t i o n t o work from? 

A. No, I used the same — We used t h e i r map. 

Q. And so what you're saying i s t h a t you 

planimetered t h e i r map and came up w i t h the same number? 

You both planimetered the same? 

A. Yeah, mine i s 60 acr e - f e e t higher than h i s 

number, so e s s e n t i a l l y the same. 

Q. Let's go t o Yates E x h i b i t Number 2, your 

p e t r o p h y s i c a l a n a l y s i s of the Ocean Townsend 5 w e l l logs. 

A. A l l r i g h t . Yates E x h i b i t Number 2 i s a — and I 

d i d two f e e t by two f e e t , because i t ' s a f a i r l y o b j e c t i v e 

way of l o o k i n g a t the lo g . You can look a t the crossings, 

the d e n s i t y curve on a c t u a l crossings of the depth scale. 

Because Ocean Energy operated the w e l l , I wasn't able t o 

have a copy of the LAS f i l e , so I couldn't do h a l f the 

c a l c u l a t i o n s , which would be the most d e s i r a b l e way t o go 

through t h a t . 

But b a s i c a l l y what I've done on t h i s e x h i b i t i s 

t o show where the main pay zone, where the Strawn pay was 
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on the Ocean Energy Townsend Number 5 l o g , which i s the 

only p e n e t r a t i o n i n the pod under discussion a t t h i s time. 

I've included a copy of the l o g , attached t o the 

back both the neutron-density p h o t o e l e c t r i c - e f f e c t l o g and 

the r e s i s t i v i t y logs t h a t were run on the w e l l . 

I n my a n a l y s i s , i t looks l i k e the main Strawn pay 

zone i s from 11,450 f e e t t o 11,542. I n the whole area a t 

t h i s time t h e r e doesn't seem t o be any core data a v a i l a b l e , 

or t h e r e i s n ' t any t h a t I could f i n d , so I assumed t h a t the 

Archie exponents t h a t would be appropriate t o use here 

would be an m and n of 2, and I used a water s a t u r a t i o n of 

.07, measured from some samples we've taken from w e l l s t h a t 

we operate. At bottomhole temperature, c o r r e c t e d t o 

bottomhole temperature, the r e s i s t i v i t y i s .07. I j u s t 

used a standard Archie equation, which I've shown t h e r e . 

And then the t a b l e t h a t you see on here are the 

values t h a t I read every two f e e t , p o r o s i t y value, the 

r e s i s t i v i t y value t h a t was used as an i n p u t i n t o the Archie 

— or both those were used as i n p u t s i n t o the Archie 

equation, and then the corresponding w a t e r - s a t u r a t i o n value 

t h a t was c a l c u l a t e d f o r t h a t i n t e r v a l . And my goal was t o 

t r y t o be o b j e c t i v e , r a t h e r than p i c k i n g one f o o t or 

p i c k i n g — t r y i n g t o block i t and p i c k some average value. 

What I d i d then was t o sum up across the e n t i r e 

porous i n t e r v a l t h a t ' s represented on t h i s isopach map as 
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pay, t o get the average p o r o s i t y . The average value I 

c a l c u l a t e d was 6.9 percent. 

I also summed up the w a t e r - s a t u r a t i o n 

c a l c u l a t i o n , every-two-foot w a t e r - s a t u r a t i o n c a l c u l a t i o n s . 

The average value t h a t I got as a f u n c t i o n of doing t h a t 

was .32. Y o u ' l l note t h a t the highest values are 

e s s e n t i a l l y — are a t the very low p o r o s i t y values. 

There's some h a l f - p e r c e n t p o r o s i t y values through t h e r e , 

and those are set t o be equal t o 1. 

Y o u ' l l also note t h a t the lowest value c a l c u l a t e d 

i n the e n t i r e c a l c u l a t i o n , there's one value t h a t ' s 17-

percent water s a t u r a t i o n , one value t h a t ' s 19-percent water 

s a t u r a t i o n . The remainder of the values are running — 

Excuse me, there's one value t h a t ' s also 14 percent. The 

other 45 values or so are running i n the 2 0- t o 3 0-some-

odd, a l i t t l e higher than 3 0-percent range. And the r e s u l t 

of t h a t was t h a t the average water s a t u r a t i o n t h a t I 

c a l c u l a t e d , summing these up, was 32 percent. 

Q. Mr. Pearson, you achieved a p o r o s i t y value of 6.9 

percent? 

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

Q. Mr. Saunders' p o r o s i t y value was 8.5 percent? 

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

Q. What e f f e c t does a higher p o r o s i t y value, as 

obtained by Ocean, have? Or what impact does t h i s have on 
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the v o l u m e t r i c c a l c u l a t i o n ? 

A. I t increases the o r i g i n a l o i l i n place i n the 

pod, so a t any given recovery f a c t o r you would recover more 

o i l . 

Q. So i t intends t o increase the volume of the o i l 

i n the pod? 

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

Q. Now, you obtained a 32-percent w a t e r - s a t u r a t i o n 

value? 

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

Q. Mr. Saunders obtained a 2 0-percent value? 

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

Q. What impact on the vol u m e t r i c c a l c u l a t i o n does 

Ocean's lower w a t e r - s a t u r a t i o n f i g u r e have? 

A. A c t u a l l y , t h i s i s one of the two most m a t e r i a l 

impacts, the d i f f e r e n c e s i n our c a l c u l a t i o n s . There's 

about a 50-percent d i f f e r e n c e i n the value of those two 

w a t e r - s a t u r a t i o n numbers, and Ocean's number would 

s i g n i f i c a n t l y increase the reserves i n place i n the pod. 

What I b e l i e v e i s the more acc u r a t e l y and r i g o r o u s l y 

c a l c u l a t e d value would reduce the reserves from what Ocean 

has c a l c u l a t e d . 

Q. Would you r e f e r t o what has been marked as Yates 

E x h i b i t Number 3 and review f o r the Examiner how you 

obtained your o i l - f o r m a t i o n volume f a c t o r ? 
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A. E x h i b i t Number 3 i s the same summary of PVT data 

obtained from the Runnels Number 3 w e l l t h a t was presented 

i n t he hearing on t h i s area May 4th. I t i s a s p e c i a l i z e d 

a n a l y s i s done by Core Laboratories i n Dallas on the f l u i d 

sample taken from the Runnels 3 immediately a f t e r 

completion of the w e l l . 

Well, I supervised the sampling of the w e l l and 

the processing of the f l u i d sample. The w e l l was sampled 

a f t e r approximately three or fo u r days of p r o d u c t i o n . We 

ran a s h u t - i n and measured the bottomhole pressure a t the 

time i t was c o l l e c t e d . We c o l l e c t e d two samples, two 

bottomhole samples. 

The samples were then sent t o Core Lab t o be 

analyzed. 

Core Lab d i d some p r e l i m i n a r y a n a l y s i s on them 

and c a l c u l a t e d a p r e l i m i n a r y bubble p o i n t and r e p o r t e d t o 

us t h a t t h i s looked l i k e a v o l a t i l e o i l system and t h a t i t 

would be necessary t o do s p e c i a l i z e d processing on t h i s 

sample, the reason being because i f you handle these 

samples i n a normal fashion, j u s t send them t o Core Lab and 

l e t Core Lab process them the way they would, what you end 

up w i t h i s g e t t i n g a s i g n i f i c a n t e r r o r . You get f a r too 

low of a formation volume f a c t o r , your v i s c o s i t i e s are 

g e n e r a l l y wrong, and your i n i t i a l s o l u t i o n gas r a t i o i s 

u s u a l l y o f f because of the v o l a t i l e — or because of the 
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unusual amount of l i g h t hydrocarbon i n the sample. I t ' s a 

s i g n i f i c a n t l y more expensive procedure t o go through, and 

i t ' s not r o u t i n e l y done by most operators. 

The main conclusions t o draw away from t h i s , as 

was r e p o r t e d before, the s o l u t i o n g a s - o i l r a t i o i s about 

2800, the GOR s o l u t i o n g a s - o i l r a t i o i s about 2780 standard 

cubic f e e t per b a r r e l of o i l , the formation volume f a c t o r 

a t bubble p o i n t i s approximately 2.65 r e s e r v o i r b a r r e l s per 

stock-tank b a r r e l of r e s i d u a l o i l a t 60 degrees and 14.65 

p. s . i . 

Q. How does your o i l formation volume f a c t o r compare 

t o t h a t used by Ocean? 

A. The o i l formation volume f a c t o r t h a t we used i s 

s i g n i f i c a n t l y l a r g e r than the formation volume f a c t o r used 

by Ocean. 

Q. And what impact does t h a t have on a v o l u m e t r i c 

c a l c u l a t i o n ? 

A. I t ' s the other m a t e r i a l d i f f e r e n c e i n our two 

c a l c u l a t i o n s . He used a value of about 1.86 or 1.856. 

Using the value — the more accurate value measured from 

our sample, there's a s i g n i f i c a n t d i f f e r e n c e between those 

two, and t h a t flows d i r e c t l y through t o the o r i g i n a l o i l i n 

place. 

The e f f e c t of t h a t would be t o s i g n i f i c a n t l y 

boost — The e f f e c t of using a lower formation volume 
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f a c t o r than the accurate one, would be t o s i g n i f i c a n t l y 

boost the o r i g i n a l o i l i n place i n the pod t h a t the 

Townsend 5 i s completed i n . 

Q. Mr. Pearson, what conclusions can you reach from 

your v o l u m e t r i c work and your review of the v o l u m e t r i c 

c a l c u l a t i o n s of Ocean Energy? 

A. I b e l i e v e the work t h a t I've done i s somewhat 

more r i g o r o u s , s i g n i f i c a n t l y more r i g o r o u s , p a r t i c u l a r l y 

w i t h respect t o the PVT sampling and w i t h respect t o the 

p o r o s i t y and w a t e r - s a t u r a t i o n c a l c u l a t i o n s . 

Q. And what conclusion do you reach concerning 

Ocean's c a l c u l a t i o n ? 

A. Every f a c t o r t h a t was e a s i l y a d j u s t a b l e i n the 

c a l c u l a t i o n , where we d i d n ' t have access t o the data t o 

show how they got t h a t f a c t o r , they have s l a n t e d i n t h e i r 

f a v o r . By doing t h a t , they've made the o r i g i n a l o i l i n 

place s i g n i f i c a n t l y l a r g e r , and they've also made the 

recoverable — By extension, a t any given recovery f a c t o r , 

t h a t then makes the recoverable o i l i n place f o r any given 

mapped volume l a r g e r . 

My perception i s t h a t they used these f i g u r e s t o 

j u s t i f y t h e i r mapping. I t t u r n s out t o be r e a l l y a 

convenient f i t w i t h what they're t h i n k i n g t hey're going t o 

get out of the Townsend Number 5. Last hearing they 

t e s t i f i e d t h a t only a c e r t a i n amount was going t o come out. 
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Now they t h i n k t h a t maybe another 100,000 b a r r e l s i s going 

t o come out of t h e r e . And these numbers seem t o s o r t of 

f i t t o g e t h e r . 

Q. Ocean used a 3 0-percent recovery f a c t o r . I n your 

o p i n i o n , i s the use of a 30-percent recovery f a c t o r i n a 

s o l u t i o n gas d r i v e r e s e r v o i r appropriate? 

A. I b e l i e v e t h a t ' s i n a p p r o p r i a t e f o r a s o l u t i o n gas 

d r i v e r e s e r v o i r . 

Q. And you've worked w i t h s o l u t i o n d r i v e gas 

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

A. Ten years. 

Q. What s o r t of a recovery f a c t o r do you t h i n k would 

be — or what s o r t of a range would be appropriate? 

A. Twelve t o 18 percent, and one l i k e t h i s where the 

p e r m e a b i l i t y i s higher, I t h i n k probably a higher, a 16-, 

18-percent recovery f a c t o r i s r e a l i s t i c . 

Q. Did you ever recommend or suggest 50 percent was 

an a p p r o p r i a t e recovery f a c t o r ? 

A. No, I b e l i e v e my testimony was misrepresented. 

What I s a i d was i t would r e q u i r e — t h a t I had done 

v o l u m e t r i c c a l c u l a t i o n s on a map t h a t looked very s i m i l a r 

t o t h i s , and t h a t i t would r e q u i r e n e a r l y a 50-percent 

recovery f a c t o r t o get as much o i l out of t h a t map as they 

were saying would come out. 

Q. Do you t h i n k 4 0 or 50 percent i s reasonable i n 
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any circumstance f o r a s o l u t i o n gas d r i v e r e s e r v o i r ? 

A. No, I couldn't say i n any circumstance, because 

there's always a unique circumstance. I t h i n k i t ' s 

probably unreasonable f o r t h i s s i t u a t i o n , e s p e c i a l l y given 

t h a t t h e i r r e s e r v o i r pressure i s already down. They've 

drawn the r e s e r v o i r pressure down from 4150 pounds, or 4100 

pounds, t o 13 00 pounds. 

Q. Let's go t o Yates E x h i b i t Number 4. Would you 

i d e n t i f y and review t h i s , please? 

A. Yates E x h i b i t Number 4 i s a v o l u m e t r i c 

c a l c u l a t i o n t h a t was prepared o r i g i n a l l y i n response t o 

Examiner Catanach's request f o l l o w i n g the May 4th hearing. 

Q. What does t h i s show you? 

A. I t shows you from some mapping t h a t was done, as 

c i t e d e a r l i e r by Ocean i n i t s testimony, some mapping t h a t 

was done i n 1997 or 1998. The f i r s t two p a r t s of t h a t are 

l e f t o v e r s from t h a t map. 

The lower p a r t , lower h a l f of the page i s what 

I ' d l i k e t o draw your a t t e n t i o n t o . What i t i s , i t ' s from 

Ocean's map, or from the e x h i b i t t h a t they represented i n 

the May 4th hearing, which we presented as our E x h i b i t 

Number 1, the planimetry c a l c u l a t i o n s , then an o r i g i n a l -

o i l - i n - p l a c e c a l c u l a t i o n using the p o r o s i t y values and 

water s a t u r a t i o n values t h a t I presented i n the p r i o r t o 

e x h i b i t s and the formation volume f a c t o r from our PVT sample. 
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What i t shows i s o r i g i n a l o i l i n place of 

approximately 572,000 stock tank b a r r e l s . From the map as 

Ocean Energy has — I t shows t h a t the map o r i g i n a l - o i l - i n -

place volume, using Ocean Energy's r e p r e s e n t a t i o n of the 

ex t e n t of the p o r o s i t y , i t would be 572,000 b a r r e l s , stock 

tank b a r r e l s . 

Q. When you look a t Ocean's v o l u m e t r i c map, you 

compare i t t o t h i s volume. I s the map la r g e enough t o 

co n t a i n . . . 

A. The map t h a t they have — Excuse me, would you 

repeat the question? 

Q. My question i s , does Ocean's v o l u m e t r i c map, i s 

i t b i g enough t o contain the reserves t h a t you've 

ca l c u l a t e d ? 

A. Their map i s b i g enough t o co n t a i n the reserves 

t h a t I've c a l c u l a t e d . I don't b e l i e v e t h a t t h e i r map shows 

an e x t e n t — enough p o r o s i t y t o co n t a i n the reserves t h a t 

they c a l c u l a t e d as o r i g i n a l o i l i n place. There's almost a 

f a c t o r - o f - t w o d i f f e r e n c e . I t ' s the sum of t a k i n g these 

small values and s l a n t i n g them one d i r e c t i o n or the other. 

Q. How does t h i s i n f o r m a t i o n r e l a t e t o Yates' 

request t h a t t h i s A p p l i c a t i o n be denied? 

A. E s s e n t i a l l y what you're l e f t w i t h i s a choice. 

E i t h e r you b e l i e v e Ocean Energy's map, which shows t h a t 

t h e r e i s 575,000 b a r r e l s i n place, or about — a l i t t l e 
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over a m i l l i o n b a r r e l s i n place, even though they've 

t e s t i f i e d here today t h a t they can't see the l i m i t s of 

p o r o s i t y between about 15 or 2 0 f e e t t h i c k . They've 

represented a zero isopach l i n e on t h a t map. 

You're going t o have t o make a choice. You're 

e i t h e r going t o have t o b e l i e v e the map and b e l i e v e t h a t 

the recoverable o i l from the map a t a 30- or 40- or 50-

percent recovery f a c t o r f o r a s o l u t i o n gas d r i v e r e s e r v o i r 

i s only coming from acreage i n Section 2, or you're going 

t o have t o , depending on your experience and the more 

r i g o r o u s a n a l y s i s t h a t I've done, and say t h a t t h a t map 

can't be c o r r e c t and t h a t the p o r o s i t y has t o extend t o the 

southwest where there's no w e l l c o n t r o l , u n t i l you get down 

t o the Schenck i n Section 11. 

There i s p o r o s i t y i n the Schenck, t h e r e i s 

p o r o s i t y i n the S h e l l Lusk Number 2, there's p o r o s i t y i n 

the Runnels 3. There are no zero c o n t r o l p o i n t s t o the 

south or southwest of the Townsend Number 5. The n o r t h e r n 

end of t h e i r map i s bounded by e s s e n t i a l l y zero c o n t r o l 

p o i n t s . 

Q. Mr. Pearson, i n the p r i o r hearing t h e r e were 

questions concerning the a b i l i t y of Ocean t o make up the 

overproduction from the Townsend State Well Number 5. How 

does what Ocean i s requesting here today impact t h e i r 

a b i l i t y t o make up the overproduction? 
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A. I t i s going t o n e g a t i v e l y a f f e c t t h e i r a b i l i t y t o 

make up the overproduction. 

They already have a severely depleted r e s e r v o i r 

a t 13 00 pounds, somewhat lower than 1300 pounds, we don't 

know t h e exact value. They have 18,000 or 20,000 b a r r e l s 

of o i l remaining t o be produced. They're going, by t h e i r 

own admission, t o put another straw i n t o the same tank and 

ac c e l e r a t e the production from t h a t tank. 

I f indeed they accelerate the pr o d u c t i o n from 

t h a t tank, there's only a f i n i t e o i l l e f t t o come out of 

t h a t , whether you agree w i t h t h i s map or whether you don't 

agree w i t h i t . You're going t o take i t out of another 

w e l l , and they may never make up the overproduction from 

the Townsend Number 5. 

Q. Mr. Pearson, i n your o p i n i o n are reserves being 

drained from p r o p e r t i e s i n which Yates Petroleum 

Corporation, David Petroleum Corporation and o t h e r s , own 

i n t e r e s t ? 

A. Yes, I bel i e v e i t i s , and I t h i n k the data shows 

t h a t t h a t ' s the only reasonable i n t e r p r e t a t i o n of the 

geologic and geophysical c o n t r o l s a v a i l a b l e . 

Q. I n your o p i n i o n , has the r e been drainage from the 

Yates S h e l l Lusk Number 2 w e l l i n Section 11? 

A. Yes, there i s . The S h e l l Lusk Number 2 — Yes, 

th e r e has been. The S h e l l Lusk Number 2 was o r i g i n a l l y 
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completed, and the r e s e r v o i r — before any withdrawals were 

made from t h a t w e l l , we measured the r e s e r v o i r pressure, 

and the r e s e r v o i r pressure was drawn down about 3 00 pounds. 

I n a d d i t i o n , the Schenck was depleted somewhat 

f a r t h e r . I t was d r i l l e d , completed and the pressure was 

measured, and the pressure was drawn down i n t h a t w e l l . 

Q. Mr. Pearson, Yates i s also r e q u e s t i n g t h a t i f the 

A p p l i c a t i o n should be granted, the e f f e c t i v e date of t h a t 

would be a t the same time as the overproduction on the 

Townsend Number 5 i s made up; i s t h a t c o r r e c t ? 

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

Q. What impact on your c o r r e l a t i v e r i g h t s would 

t h e r e be i f the A p p l i c a t i o n i s approved immediately and the 

a d d i t i o n a l reserves are being removed from t h i s p o r o s i t y 

pod? 

A. I t would n e g a t i v e l y impact our — or would impair 

our c o r r e l a t i v e r i g h t s . I t would increase t h e i r a b i l i t y t o 

d r a i n t he acreage i n Section 11 t h a t i s leased t o Yates. 

Q. And once the overproduction i s made up, then a t 

t h a t time i f the D i v i s i o n sees f i t t o approve the 

A p p l i c a t i o n , a t t h a t time i t i s Yates' recommendation t h a t 

the a l lowable numbers recommended by Mr. Saunders are 

a p p r o p r i a t e ; you concur i n those, do you not? 

A. Yes. 

Q. I f t h i s A p p l i c a t i o n i s approved today, as a 
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r e s u l t of today's hearing, j u s t s t r a i g h t approval, would 

the approval of t h i s A p p l i c a t i o n have any impact on f u r t h e r 

development i n t h i s area? 

A. Yes, i t w i l l . We w i l l have t o take a serious 

look a t d r i l l i n g a second, probably uneconomic, w e l l i n the 

area. 

Ocean Energy i s going t o d r i l l a w e l l t h a t w i l l 

c ost $800,000 and recover 100,000 b a r r e l s of reserves, and 

i n order t o e f f e c t i v e l y p r o t e c t our c o r r e l a t i v e r i g h t s , 

we'd probably have t o d r i l l another w e l l 330 o f f the lease 

l i n e , somewhere between the S h e l l Lusk Number 2 and the 

Townsend Number 5. 

Q. Mr. Pearson, were Yates E x h i b i t s 1 through e i t h e r 

prepared by you or compiled under your d i r e c t i o n ? 

A. They were. 

MR. CARR: At t h i s time, Mr. Catanach, we would 

move the admission i n t o evidence of Yates E x h i b i t s 1 

through 5? 

EXAMINER CATANACH: Any objection? 

MR. BRUCE: No, s i r . 

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

admitted as evidence. 

MR. CARR: That concludes my d i r e c t examination 

of Mr. Pearson. 

EXAMINER CATANACH: Mr. Bruce? 
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CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Pearson, there's never been an impediment t o 

Yates d r i l l i n g a w e l l i n the northeast q u a r t e r of the 

northwest q u a r t e r of Section 11, has there? 

A. A c t u a l l y , Mr. Bruce, th e r e has been. The spacing 

r u l e s f o r the Big Dog South Pool r e q u i r e you t o be some 

distance away from and o f f s e t t i n g the w e l l . 

Q. 1020 feet? 

A. I be l i e v e t h a t ' s c o r r e c t . 

Q. I s th e r e a l o c a t i o n i n the northeast q u a r t e r of 

the northwest quarter t h a t would be 102 0 f e e t away from 

other w e l l s i n the pool? 

A. I presume t h a t there w i l l be one. I don't have 

the S h e l l Lusk on the map, but I have — Excuse me, I don't 

have the Schenck l o c a t i o n on the map t h a t I have i n f r o n t 

of me, and as you — So I can't t e l l you c o n c l u s i v e l y , but 

I presume t h a t there i s one. 

Q. A qua r t e r - q u a r t e r s e c t i o n i s 1320 f e e t wide, 1320 

f e e t h i g h , i s n ' t i t ? 

A. Yes. 

Q. What i s the c u r r e n t pressure on the Schenck well? 

A. I don't know. 

Q. You j u s t t e s t i f i e d t h a t there was some pressure 

drawdown i n the Schenck well? 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

90 

A. That's c o r r e c t , I t e s t i f i e d t h a t before t h e r e was 

any p r o d u c t i o n from the Schenck w e l l t h e r e was pressure 

drawdown. I d i d not t e s t i f y t h a t I knew what the pressure 

i s r i g h t now. 

Q. Right now? What was i t o r i g i n a l l y ? 

A. I t ' s — I don't know o f f the top of my head. 

I ' l l have t o look i n the m a t e r i a l s t h a t were submitted 

a f t e r the May 4th hearing. 

Q. Well, I've looked a t those m a t e r i a l s , and there's 

no t h i n g on the Schenck w e l l i n t h a t data, Mr. Pearson. I 

would l i k e t o have t h a t data. We asked f o r i t . I t was 

promised a t the l a s t hearing. 

When was the Schenck w e l l completed? 

A. I don't know o f f the top of my head. 

Q. And you don't know the pressure? 

A. No, Mr. Bruce, t h a t ' s not what I s a i d . I s a i d I 

don't know what the pressure i s today. 

Q. Okay, what was the pressure o r i g i n a l l y ? 

A. I t was i n the m a t e r i a l s . I f i t ' s not i n the 

m a t e r i a l s , i t ' s simply an o v e r s i g h t and I w i l l make sure 

t h a t i t gets t h e r e . I t was drawn down e s s e n t i a l l y the same 

as the S h e l l Lusk Number 2 pressure, but I don't know the 

exact value. I t ' s going t o be something i n — 

Q. 3800? 

A. 3700, 3800 pounds, around t h e r e . I don't mean t o 
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be d i f f i c u l t , I apologize. I j u s t don't know the exact 

value. 

MR. BRUCE: Mr. Examiner, I would l i k e t h a t data. 

MR. CARR: We'll provide t h a t data. 

THE WITNESS: We apologize i f i t wasn't i n the 

package. There were e i g h t or te n i n t h e r e , and I thought 

t h a t i t was included. I f i t hasn't been, t h a t ' s an 

ov e r s i g h t on our p a r t and I apologize. 

Q. (By Mr. Bruce) With respect t o your E x h i b i t 4, 

you're showing the formation volume f a c t o r i s 2.65? 

A. Correct, 2.65 r e s e r v o i r b a r r e l s per — 

Q. Okay. 

A. — stock tank, r i g h t . 

Q. Now, on the data t h a t was submitted a few days 

ago w i t h respect t o the p r i o r hearing, d i d n ' t you use a 

d i f f e r e n t f i g u r e ? 

A. I don't t h i n k so. I t h i n k t h i s was taken 

d i r e c t l y from t h a t data. Do you have a d i f f e r e n t value, 

d i f f e r e n t — I f i t i s , i t ' s a m i s p r i n t . I have a copy, we 

have copies of t h a t data, and i f i t i s I ' l l be happy t o 

look a t i t and stand corrected. 

Q. Okay. I ' l l provide t h a t t o the Examiner i n a 

minute. I s t h a t a d i f f e r e n t value? 

A. That i s c o r r e c t , t h a t ' s a value c a l c u l a t e d from 

c o r r e l a t i o n s before the PVT sample was measured. I t ' s very 
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s i m i l a r t o the value, i n t e r e s t i n g l y enough, t h a t you a l l 

are using i n your c a l c u l a t i o n s . T y p i c a l l y , there's a 

problem w i t h c o r r e l a t i o n s i n v o l a t i l e o i l s . This i s — I f 

y o u ' l l read c a r e f u l l y on t h i s e x h i b i t , what y o u ' l l f i n d i s , 

t h a t i s the o r i g i n a l c a l c u l a t i o n we d i d before the Runnels 

3 was d r i l l e d , when the only data a v a i l a b l e was from 

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

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

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Pearson, you used the PVT data from the 

Runnels Number 3; i s t h a t c o r r e c t ? 

THE WITNESS: Jim, do you want t h i s back? 

MR. BRUCE: Yes. 

THE WITNESS: That's c o r r e c t . 

Q. (By Examiner Catanach) And have you run other 

PVT samples i n other Strawn pods i n t h i s area? 

A. No, t h a t ' s the only one we've run. 

Q. How do you know t h a t t h a t i s s i m i l a r t o the one 

f o r the Townsend pod? 

A. Based on the API g r a v i t y and i n i t i a l producing 

GORs re p o r t e d f o r t h a t w e l l — I n f a c t , you probably can go 

t o the e x h i b i t prepared by Mr. Saunders, and i f i t goes f a r 

enough back i n h i s t o r y , y o u ' l l see a GOR from before we got 

below the bubble p o i n t or r i g h t a f t e r we got below the 
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bubble p o i n t , and I t h i n k i t matches f a i r l y w e l l w i t h the 

GOR t h a t was measured i n t h i s PVT sample. 

We operate — I'm not sure about the exact 

count — f o u r or f i v e w e l l s i n Section 11, and w i t h the 

exception of — they have s i m i l a r p r o p e r t i e s , i n terms of 

API g r a v i t y and the translucence of the o i l and the GOR 

performance. 

Q. Now, I haven't looked a t the data t h a t you 

submitted from the l a s t hearing, but your testimony i s t h a t 

the Schenck and the Lusk w e l l were d r i l l e d a t a c e r t a i n 

p o i n t i n time, and p r i o r t o any production from those 

w e l l s , you had a pressure drop i n those wells? 

A. That's c o r r e c t . I n the data t h a t I submitted t o 

you, t h e r e are a se r i e s of pressure t e s t s taken on i n i t i a l 

completion of the w e l l and a combination of t h a t and DSTs 

before there's been any production, and what you see i s 

from n o r t h t o south, a t a common datum, a s l i g h t increase 

i n pressure. You s t a r t a t about 4100 pounds a t the 

Townsend 5, and as you come f a r t h e r south you get up t o 

4150 or 4190, something i n t h a t b a l l park. 

The S h e l l Lusk Number 2 and the Schenck Number 1 

were both drawn down, and my r e c o l l e c t i o n i s t h a t i t was 

300 pounds r e l a t i v e t o t h a t average or i n i t i a l r e s e r v o i r 

pressure value, they were i n the 3 700-, 3 800-pound range. 

Q. So they were drawn down about — Did you say 3 00 
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pounds? 

A. I b e l i e v e so, between 300 and 400 pounds. Again, 

I don't have the data i n f r o n t of me, but i t ' s i n the data 

t h a t you have. 

Q. Were those two w e l l s d r i l l e d about the same time, 

or — 

A. Yes, they were d r i l l e d and completed e s s e n t i a l l y 

a t the same time. The Schenck i s a deepening. At one 

p o i n t we had f i v e r i g s running i n t h a t s e c t i o n . The 

Schenck i s a deepening of an e x i s t i n g w e l l , S h e l l Lusk was 

d r i l l e d from the surface. So they were d r i l l e d and 

completed w i t h i n a month — my r e c o l l e c t i o n i s , i t was 

w i t h i n a month, and a t l e a s t there were two months, and 

n e i t h e r of them was placed on production. E s s e n t i a l l y the 

pressure measurements were conducted before e i t h e r was 

placed on production. 

Q. How long were those w e l l s d r i l l e d a f t e r the 

Townsend 5? 

A. You know, I don't know o f f the top of my head. 

I'm going t o r e f e r t o E x h i b i t Number 1, which I b e l i e v e i s 

the dates those were d r i l l e d . The Townsend 5 shows 

November, 1998, and the S h e l l Lusk shows September, 1999. 

There had been roughly — My r e c o l l e c t i o n i s , 

t h e r e had been 180,000 or 200,000 b a r r e l s p r o d u c t i o n from 

the Townsend a t the time those w e l l s were d r i l l e d , but I 
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don't have the data t o know f o r sure. There had been a 

s u b s t a n t i a l amount of production from the Townsend 5 a t the 

time the w e l l s were d r i l l e d . I don't know the exact 

number. 

Q. And you don't know what the r e s e r v o i r pressure 

was i n the Townsend 5 a t the time those w e l l s were d r i l l e d ? 

A. No, the — I d i d not. I do, I b e l i e v e , now. I n 

the data t h a t was provided t o you by Ocean Energy, t h e r e 

should be a pressure measurement t h a t shows t h a t r e s e r v o i r 

pressure a t the Townsend 5 was somewhere between 3000 and 

1300 pounds. 

So t h e r e was a s i g n i f i c a n t pressure d i f f e r e n t i a l 

between the Townsend 5 and the S h e l l Lusk Number 2 and the 

Schenck. 

Q. Well, what does t h a t say t o you? Does t h a t say 

t h a t t h e r e i s some communication but not a l o t ? 

A. That would be the way I would i n t e r p r e t i t . 

Ocean d i d not provide the a c t u a l data f o r the 3000-pound 

pressure measurement, so I can't see how i t was d e r i v e d , 

whether — You know, I can't judge the confidence t o place 

i n t h a t . I t appears t o me t h a t there's poor communication 

between the w e l l s . There i s communication, but i t ' s not 

very good communication. 

Q. From what you've seen of the g e o l o g i c a l 

i n t e r p r e t a t i o n s , i s there any other e x p l a n a t i o n t o why your 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

96 

w e l l s would show t h a t pressure drop? 

A. I t h i n k yes, a c t u a l l y I t h i n k t h e r e i s . The 

Runnels 3 I don't b e l i e v e could have c o n t r i b u t e d f o r the 

pressure drop, because i t had j u s t been brought on 

pro d u c t i o n . Again, I'm b a s i c a l l y working from the dates 

t h a t are here on E x h i b i t Number 1. The Runnels 3 had only 

produced about 30,000 or 40,000 b a r r e l s , i f my memory i s 

r i g h t , and i t ' s e s s e n t i a l l y the same distance away from 

those two w e l l s . 

The other w e l l t h a t could have produced t h a t 

pressure drop and stands a higher l i k e l i h o o d of having done 

i t than Runnels 3 would be the Runnels Number 2 t o the 

south and east of those w e l l s . 

But y o u ' l l note t h a t there's a dry hole between 

the Runnels Number 2, or a w e l l w i t h no Strawn p o r o s i t y , 

between the Runnels Number 2 and the S h e l l Lusk Number 2 

and the Schenck. And I can't beat the drum t h a t i t 

a b s o l u t e l y had t o be from the Townsend 5, but i t seems t o 

me, based on the f a c t t h a t there's no w e l l c o n t r o l between 

those two, and our geologic i n t e r p r e t a t i o n , which i s 

somewhat d i f f e r e n t from Ocean's, t h a t the most l i k e l y 

candidate t o have drained t h a t w e l l i s the Townsend Number 

5. 

Q. How long would i t take t o d r i l l and then get a 

w e l l on produ c t i o n i n t h i s area? 
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A. D r i l l i n g i t would be about a — assuming t h a t a l l 

the land, from the p o i n t t h a t you had a permit and a l l the 

land issues taken care o f , i t ' s about a 3 0- or 3 5-day 

exe r c i s e , probably another week and a h a l f or two weeks, so 

45 days from the p o i n t t h a t you had a b u i l t l o c a t i o n and 

a l l the land issues taken care o f , p e r m i t t i n g and a l l t h a t . 

Q. So from spudding t o a c t u a l l y sending some o i l 

down the p i p e l i n e — 

A. F o r t y - f i v e days. 

Q. F o r t y - f i v e days? 

A. Yeah, I t h i n k . 

Q. And i t ' s t h e i r testimony, Ocean's testimony, t h a t 

the overproduction should be made up w i t h i n a four-month 

p e r i o d , so you're l o o k i n g a t about a two-month p e r i o d i n 

which they would be allowed t o produce t h a t second w e l l a t 

the reduced allowable. Are you t e s t i f y i n g t h a t t h a t ' s 

going t o harm Yates' c o r r e l a t i v e r i g h t s ? 

A. I b e l i e v e a l l o w i n g a second w e l l t o be put i n 

t h a t pod t h a t ' s already being depleted by one w e l l i s 

economic waste and i s going t o harm Yates' c o r r e l a t i v e 

r i g h t s . That would be my testimony. 

Q. Well, Mr. Pearson, t h e r e i s no r u l e t h a t would 

preclude any operator from d r i l l i n g a second w e l l i n t o a 

pod on a standard p r o r a t i o n u n i t . 

A. Okay. I understand — 
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Q. I mean, the allowable i s set — I understand t h i s 

i s a l i t t l e b i t d i f f e r e n t because you've got an e x t r a 40 

acres i n t h e r e , but there's nothing — c e r t a i n l y on an 8 0-

acre u n i t there's nothing t h a t precludes an operator from 

d r i l l i n g a second w e l l on each 40, or a w e l l on each 40. 

A. I understand, and I guess aside from the economic 

waste of a w e l l t h a t I don't t h i n k Ocean should be 

d r i l l i n g , i t may put us i n a p o s i t i o n where we f e e l 

compelled t o d r i l l a w e l l t o p r o t e c t our c o r r e l a t i v e r i g h t s 

as near as p o s s i b l e t o the Townsend, as near as the f i e l d 

r u l e s a l l o w t o the Townsend 5. 

Further, i t ' s Yates' c o n t e n t i o n and my a n a l y s i s 

of t h i s t h a t the map t h a t you see i n E x h i b i t Number 1 i s 

s i g n i f i c a n t l y i n e r r o r and t h a t t here i s continuous 

p o r o s i t y , perhaps t h i n n e r than 20 f e e t but continuous 

p o r o s i t y , nonetheless, between the Schenck Number 1, S h e l l 

Lusk Number 2 and the Townsend 5. That would account f o r 

the unusual performance of the Townsend Number 5. 

And i f you allow them t o put a second w e l l , 

you're g i v i n g them an a d d i t i o n a l 200-barrel-a-day, 220-

barrel-a-day allowable t o add on t o the 445 t h a t t h e y ' l l 

get back i n two and a h a l f or three months and make them 

able t o more e f f e c t i v e l y d r a i n reserves t h a t l i e under the 

Yates acreage. 

Q. Based on your reserve c a l c u l a t i o n s , how much i s 
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t h a t Townsend 5 going t o recover? 

A. I would not disagree w i t h Mr. Saunders' estimate 

of about 400,000 b a r r e l s , from a d e c l i n e - c u r v e - a n a l y s i s -

type approach, material-balance-type approach. 

Q. I thought your reserve c a l c u l a t i o n s showed about 

500,000 b a r r e l s f o r t h a t pod? 

A. My vol u m e t r i c c a l c u l a t i o n s show t h a t t h e r e were 

only 572,000 b a r r e l s i n the pod as Ocean has represented i t 

t o you i n t h i s hearing. We don't b e l i e v e t h a t t h a t ' s a 

c o r r e c t map. 

Q. Okay. 

A. I t h i n k t h a t the pod has got t o be about th r e e 

times the s i z e of the way they show i t . To recover 400,000 

or 500,000 b a r r e l s i n a s o l u t i o n gas d r i v e r e s e r v o i r , 

you're going t o need o r i g i n a l o i l i n place, you know, on 

the order of 2 m i l l i o n b a r r e l s , or 2 1/2 m i l l i o n b a r r e l s . 

Q. Have you constructed any maps t h a t a c t u a l l y show 

the connection between those two pods, and have you done 

any reserve c a l c u l a t i o n s based on t h a t ? 

A. I have constructed some maps. I t h i n k w e ' l l have 

some geologic testimony i n a minute, maybe a l i t t l e b e t t e r 

q u a l i f i e d . A c t u a l l y , I haven't constructed the maps; our 

g e o s c i e n t i s t s have constructed the maps, and I've done 

reserve c a l c u l a t i o n s based on t h a t . 

Q. And do those reserve c a l c u l a t i o n s more a c c u r a t e l y 
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d e p i c t what you t h i n k i s the s i t u a t i o n here? 

A. Yes, I do. I apologize f o r making you drag i t 

out of me. The p i c t u r e t h a t we would draw would show 

considerably higher c o n t i n u i t y i n the area than what you 

see from the pods t h a t are drawn on here. 

As an example of the disconnect between the s i z e 

of the pods t h a t are drawn on Ocean Energy's map and the 

mapping as we would do i t , i s the f a c t t h a t the Runnels 

"ASP" has produced over 180,000 b a r r e l s a t t h i s p o i n t i n 

time. 

On Ocean Energy's map they would show the maximum 

thick n e s s of t h a t r e s e r v o i r as 60 f e e t t h i c k and 

approximately h a l f the a r e a l extent of the r e s e r v o i r t h a t 

the show the Townsend 5 being i n . 

We, as Mr. Bruce r i g h t l y c i t e d e a r l i e r i n the 

hearing, had an e a r l y i n t e r p r e t a t i o n t h a t looked s i m i l a r t o 

t h e i r s . 

We've done a d d i t i o n a l work, we processed our data 

d i f f e r e n t l y . That's why we wanted i t subpoenaed from them: 

We wanted t o see what they were l o o k i n g a t . We i n t e r p r e t 

the data d i f f e r e n t l y than they do, and our map shows 

s u b s t a n t i a l l y more c o n t i n u i t y and r e a l i s t i c volumes of 

o r i g i n a l o i l i n place i n Section 11 and i n Section 2, and 

i t shows... 

Q. Does your data show any connection between the 
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Runnels and the Townsend? 

A. I t ' s a c t u a l l y a p o i n t of disagreement i n s i d e of 

our o r g a n i z a t i o n . I stand by Ocean's pressure data and our 

pressure data t h a t shows t h a t they are, and the seismic 

data looks l i k e t h a t there i s c o n t i n u i t y between those two 

w e l l s . 

The problem i s one of v e r t i c a l r e s o l u t i o n . I 

would disagree somewhat w i t h — and our ge o p h y s i c i s t s 

disagree somewhat w i t h the p r i o r statement, but we don't 

t h i n k you could — Our data i s a l i t t l e lower frequency, so 

we don't t h i n k we can see p o r o s i t y t h i n n e r than about 4 0 

f e e t . Their data i s higher frequency. They t h i n k they can 

see down t o a minimum of 2 0 f e e t . 

I n e i t h e r case, you could have 15 f e e t of 

p o r o s i t y or 20 f e e t of p o r o s i t y t h a t i s i n v i s i b l e , cannot 

be detected by the seismic, j u s t because of the physics. 

You can't measure — I n these rocks, you can't d i r e c t l y 

measure p o r o s i t y w i t h seismic, and you c e r t a i n l y can't 

measure p e r m e a b i l i t y w i t h seismic. 

EXAMINER CATANACH: That's a l l I have. 

Anything else? 

MR. BRUCE: Nothing f u r t h e r on t h i s witness. 

EXAMINER CATANACH: Okay. 

MR. CARR: At t h i s time, Mr. Catanach, we c a l l 

K e i t h McKamey. 
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KEITH E. McKAMEY. 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e your name f o r the record, please? 

A. K e i t h McKamey. 

Q. Sp e l l your l a s t name. 

A. M-c-K-a-m-e-y. 

Q. Mr. McKamey, where do you reside? 

A. A r t e s i a , New Mexico. 

Q. By whom are you employed? 

A. David Petroleum. 

Q. And what i s your c u r r e n t p o s i t i o n w i t h David 

Petroleum? 

A. Senior g e o l o g i s t . 

Q. Have you pr e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n ? 

A. I have. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as an expert i n petroleum geology accepted and 

made a matter of record? 

A. They were. 

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 f i l e d i n 

t h i s case on behalf of Ocean Energy Resources, Inc.? 
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A. I am. 

Q. Have you made a study of the area surrounding the 

proposed w e l l ? 

A. I have. 

Q. Are you prepared t o share your work w i t h Mr. 

Catanach? 

A. Yes, s i r , I w i l l . 

MR. CARR: Are Mr. McKamey's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Mr. McKamey, what i s David 

Petroleum Corporation's i n t e r e s t i n t h i s case? 

A. David Petroleum, McMillan Producing Company, and 

PXC, which i s Permian E x p l o r a t i o n , j o i n t l y own 

approximately 50 percent working i n t e r e s t i n Section 11. 

Q. Let's go t o what has been marked as David E x h i b i t 

Number 1. Would you i d e n t i f y i t and review i t f o r Mr. 

Catanach? 

A. Mr. Examiner, t h i s i s a s t i c k map of the 3-D 

seismic shoot i n the area covering Section 2 and Section 

11. The s e c t i o n corners are o u t l i n e d i n black. The red 

l i n e i s the l i n e of cross-section, which i s E x h i b i t Number 

3. I t runs north-south from the Townsend 5 w e l l , through 

the Runnels 3, down t o the Runnels 2, and i t ' s an a r b i t r a r y 

l i n e t h a t we picked o f f the computer t h a t shows p o r o s i t y , 
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t h a t shows t h a t those two w e l l s are i n communication, 

appear t o be i n communication through seismic. 

Q. Mr. McKamey, are you ready t o go t o your next 

e x h i b i t ? 

A. Yes, I am. 

Q. E x h i b i t Number 2, your seismic c r o s s - s e c t i o n , 

w i l l you review t h a t f o r Mr. Catanach? 

A. E x h i b i t Number 2 i s the 3-D l i n e t h a t ' s shown on 

E x h i b i t Number 1. I t i s a H i l b e r t transform technique, 

which i s a 270-degree phase s h i f t t o image the p o r o s i t y i n 

the Strawn r e s e r v o i r . The l o c a t i o n of the l i n e i s the 

north-south l i n e . I t i l l u s t r a t e s p r o d u c i b l e reserve 

signatures t h a t are c o n s i s t e n t from the Townsend 5 t o the 

Runnels 3, based on the r e s o l u t i o n of data. 

This l i n e shows a t h i c k e n i n g or the peak where 

i t ' s found, t h a t ' s where production i s found. I might 

p o i n t out t h a t the t h i c k e n i n g i n t h a t peak occurs from the 

Ocean Townsend Number 5 a l l the way through the Runnels 

Number 3, thereby showing t h a t there i s some — the seismic 

suggests t h e r e i s some c o n n e c t i v i t y . And I f e e l l i k e the 

r e s o l u t i o n of t h i s data i s probably on the order of 50 f e e t 

v e r t i c a l l y and 110 f e e t h o r i z o n t a l l y . 

Q. Using t h i s data, can you determine the zero l i n e 

i n these r e s e r v o i r pods? 

A. No, we cannot. 
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Q. Can you see less, d i d you say, than an amount — 

What was i t , 30 feet? 

A. Approximately 50 f e e t v e r t i c a l r e s o l u t i o n , so I 

probably could not see anything less than 50 f e e t . 

Q. So a zero would be the same as 50 f e e t or less? 

A. Based on seismic, t h a t ' s r i g h t . 

Q. And g e n e r a l l y , what conclusions can you draw from 

t h i s geophysical information? 

A. That we can see up t o 50 f e e t or more of p o r o s i t y 

w i t h i n t he Strawn r e s e r v o i r . 

Q. Would you concur i n E x h i b i t Number 8, which has 

been admitted, which shows the Strawn pod i n which the 

proposed w e l l w i l l be located as ending a t the lease l i n e 

between — the s e c t i o n l i n e between Section 2 and 11? 

A. We do not f e e l l i k e the p o r o s i t y ends a t the 

lease l i n e . We f e e l l i k e t h a t i t continues t o the south 

through the Runnels 3 and t o the southwest through the Lusk 

and the Schenck w e l l . 

Q. Were E x h i b i t s 1 and 2 prepared by you? 

A. They were. 

MR. CARR: At t h i s time we move the admission 

i n t o evidence of David Petroleum Corporation E x h i b i t s 1 and 

2. 

EXAMINER CATANACH: Any objection? 

MR. BRUCE: No, s i r . 
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EXAMINER CATANACH: David Petroleum E x h i b i t s 

Number 1 and 2 w i l l be admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t of Mr. 

McKamey. 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. Now l e t me get t h i s s t r a i g h t , Mr. McKamey. 

You're saying the Townsend Number 5 and the Runnels Number 

3, j u s t t o the southeast, are i n communication? 

A. I t appears t o be on seismic, yes. 

Q. Okay. Have you ever looked a t the pressure data 

on those two wells? 

A. I understand there i s a pressure d i f f e r e n c e . I 

have not — 

Q. What would t h a t i n d i c a t e t o you? 

A. Pardon me? 

Q. What would t h a t i n d i c a t e t o you? 

A. That i s something t h a t i s b e t t e r addressed from 

the engineer. I don't address pressure data t h a t much. 

Q. Okay. 

A. I look a t the geology. 

Q. And you've heard Mr. — You were here f o r Mr. 

Pearson's testimony, weren't you? 

A. Uh-huh, e a r l i e r , yes. 

Q. And he t e s t i f i e d t h a t t h e r e i s no communication 
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between these two w e l l s ; i s t h a t c o r r e c t ? 

A. I b e l i e v e he sai d t h a t there i s a l i k e l i h o o d t h a t 

t h e r e may not be a communication, based on the pressure 

data. 

Q. Okay. 

A. But t h a t i s not the only method of determining 

communication. 

Q. Now, what's the producing r a t e of the Runnels 

Number 3 ? 

A. I don't have t h a t data i n f r o n t of me. 

Q. There was a hearing a few months ago when I 

b e l i e v e Mr. Pearson t e s t i f i e d i t was producing somewhere 

around 700 b a r r e l s of o i l per day. Do you have anything t o 

d i s p u t e t h a t ? 

A. I don't have t h a t data. I wasn't here two months 

ago. 

Q. But you t e s t i f i e d t h a t your companies have a 50-

percent i n t e r e s t i n the w e l l , but they don't know what t h i s 

w e l l i s producing? 

A. I don't have the d a i l y p r o d u c t i o n , no, s i r . 

Q. But i s i t your testimony t h a t i f — Assume the 

Runnels i s producing about 7 00 b a r r e l s a day. 

A. Okay. 

Q. And r i g h t now, assume t h a t the Townsend Number 5 

i s producing about 3 00 b a r r e l s a day. I s i t your testimony 
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t h a t Yates and David Petroleum are being harmed because 

the y ' r e producing twice as much o i l per day as the Townsend 

Number 5? 

A. Repeat your question, please. 

Q. Assume the Runnels Number 3 i s producing 700 

b a r r e l s per day and the Townsend Number 5 i s producing 3 00 

b a r r e l s per day. I s Yates being harmed, i s David Petroleum 

and McMillan and Permian, are they being harmed, by 

producing a t twi c e the r a t e s of the Townsend Number 5? 

A. Are we being harmed because our own wel l ? 

Q. Because i t ' s able t o produce 700 b a r r e l s a day? 

Because the Townsend Number 5 can produce a t less than h a l f 

the r a t e of the — 

A. I don't t h i n k we would do i t i f we though we 

would harm o u r s e l f . 

Q. No, but i s the Townsend Number 5 adversely 

a f f e c t i n g the Runnels Number 3? 

A. That's not your question, your question was — 

Q. No, t h a t ' s my question. 

A. I s the Townsend 5 being harmed by the Runnels 3? 

Q. No, i s the Runnels Number 3 being harmed by the 

Townsend Number 5 producing a t h a l f the rate? 

A. Yes, I t h i n k i t i s . 

Q. How? 

A. Because I t h i n k i t ' s i n d i r e c t communication, 
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i t ' s p u l l i n g reserves from our acreage. 

Q. I f you're producing a t tw i c e the r a t e s , you're 

not p u l l i n g reserves o f f of Ocean's acreage? 

A. Oh, sure, we're p u l l i n g reserves. 

Q. Off of Ocean's acreage? 

A. Well, yes, you're r i g h t , they would be connected, 

so we are j o i n t l y producing reserves o f f of both Ocean and 

Yates, t h a t ' s r i g h t . 

Q. Don't you have a b e n e f i t from producing a t twice 

the r a t e of Ocean? 

A. Well, we have the b e n e f i t of increased 

p r o d u c t i o n , yes. 

Q. Looking a t your E x h i b i t 2, Mr. McKamey, i s t h a t 

the t o p of the Strawn, the green l i n e ? 

A. Correct. 

Q. Top of the Atoka i s the purple l i n e ? 

A. Right. 

Q. That i n t e r v a l w i t h the — the peak, how does t h a t 

p r e d i c t p o r o s i t y ? 

A. The i n t e r v a l w i t h the peak? 

Q. How does t h i s show t h a t they're i n communication? 

I'm p o i n t i n g p a r t i c u l a r l y a t t h a t area. How does t h a t show 

t h a t the two w e l l s are i n communication? 

A. The broadening of the peak. 

Q. Does the shape waveform make any d i f f e r e n c e ? 
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A. I'm s o r r y . 

Q. Does the shape of the waveform make any 

d i f f e r e n c e i n p r e d i c t i n g the p o r o s i t y ? 

A. I t ' s more the broadening of the peak. 

MR. BRUCE: Not worth i t , Mr. Examiner, t h a t ' s 

a l l I have. 

MR. CARR: Well, t h a t may not have been worth i t , 

but I have a couple of questions on r e d i r e c t . 

EXAMINER CATANACH: Go ahead. 

REDIRECT EXAMINATION 

BY MR. CARR: 

Q. Mr. McKamey, what i s the bottomhole l o c a t i o n of 

the Townsend Number 5? Do you know? 

A. I t ' s w i t h i n 1020 f e e t of the Townsend 5 w e l l . I 

don't know the exact — I d i d n ' t b r i n g the survey of 

r e s u l t s w i t h me, so I don't know — 

Q. Do you know where the bottomhole l o c a t i o n of the 

Runnels Number 3 would be? 

A. That's the same one. I t ' s w i t h i n 102 0 f e e t of 

the Townsend 5, but I don't have the surveys f o r e i t h e r 

w e l l . 

Q. Look a t E x h i b i t 8. I n regard t o the lease l i n e , 

i f you look a t the l o c a t i o n of the Townsend Number 5 — 

A. Uh-huh. 

Q. — and i f you go t o the bottom l o c a t i o n f o r the 
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Number 3 — 

A. Uh-huh. 

Q. — i f you assume equivalent withdrawal r a t e s from 

those w e l l s , where would the drainage boundary be? 

A. We d r i l l e d across two lease l i n e s , so we've got a 

160-acre drainage p a t t e r n . 

Q. But where would the drainage boundary between 

those two w e l l s be? Would i t be on the Ocean p r o p e r t y or 

on the Yates property? 

A. On the Yates property. 

Q. I s the purpose of your testimony t o show t h a t the 

r e s e r v o i r as mapped by Ocean i s mapped too small? 

A. Correct. 

MR. CARR: That's a l l I have. 

RECROSS-EXAMINATION 

BY MR. BRUCE: 

Q. Do you have a map of what the r e s e r v o i r s look 

l i k e , Mr. McKamey? 

A. Not w i t h us, no. 

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

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Have you mapped i t ? 

A. Yes, s i r . 

Q. And you show the Townsend 5 t o be the same — or 
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i n connection, connected t o the Runnels 5? 

A. As w e l l as the Schenck and the Lusk. 

Q. Mr. McKamey, i s there a reason why you've chosen 

not t o submit t h a t map here today? 

A. For the purpose of t h i s hearing, we wanted t o 

show t h a t t h e r e i s a t l e a s t some c o n n e c t i v i t y , not t o 

de f i n e how much reserves we have on our acreage through a 

map. 

EXAMINER CATANACH: I've got nothing f u r t h e r . 

MR. CARR: That concludes our questions of Mr. 

McKamey. 

Mr. Catanach, Mr. Pearson could respond t o your 

question about why the map was not produced, as the 

r e p r e s e n t a t i v e of the operator of the w e l l , i f you d e s i r e . 

EXAMINER CATANACH: Yeah, I ' d l i k e t h a t . You can 

stay t h e r e i f you want t o . 

MR. PEARSON: Simply put, we're a c t i v e l y d r i l l i n g 

i n the area. We both compete and i n some cases have t o 

cooperate w i t h Ocean, and we are d e f i n i t e l y i n a 

co m p e t i t i v e s i t u a t i o n on our — We f e e l l i k e on the 

northeast boundary, we have a less contentious but 

com p e t i t i v e s i t u a t i o n on our eastern lease boundary of 

Section 11 w i t h Chesapeake, and our i n t e r p r e t a t i o n , put i n 

p u b l i c domain, we t h i n k , would be of some advantage t o 

them. 
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EXAMINER CATANACH: Thank you. 

Mr. Carr? 

MR. CARR: Closing, i t ' s b r i e f . 

EXAMINER CATANACH: Okay. 

MR. CARR: Mr. Catanach, obviously operators do 

have r i g h t s t o d r i l l w e l l s , t o develop t h e i r p r o p e r t y . But 

what you have before you today i s n ' t an i s o l a t e d case 

concerning one nonstandard spacing or p r o r a t i o n u n i t . As 

Paul Harvey would say, there's s o r t of the r e s t of the 

s t o r y . 

And as we watch t h i s s t o r y u n f o l d , what we know 

i s , when we're t a l k i n g w i t h Ocean t h i n g s change, they 

change every day. I n May they were here t e s t i f y i n g t h a t no 

a d d i t i o n a l w e l l would be needed. And wh i l e they d i d n ' t 

have time t o give proposed orders and data t o you, they 

tur n e d r i g h t around and had time t o f i l e m u l t i p l e 

a p p l i c a t i o n s t o t r y and run through a nonstandard u n i t f o r 

an a d d i t i o n a l w e l l . And whi l e operators have r i g h t s t o 

develop t h e i r p r o perty, we don't t h i n k a l l operators should 

stand before you i n the same l i g h t , when one operator 

i n t e n t i o n a l l y overproduced h i s w e l l and has s t i l l not made 

t h a t up. 

The data t h a t ' s been presented by both of the 

p a r t i e s i s d i f f e r e n t , but we be l i e v e you're the proper 

person t o evaluate i t , t o determine which recovery f a c t o r 
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i s a p p r o p r i a t e f o r a s o l u t i o n gas d r i v e r e s e r v o i r , t o look 

a t the values and see who d i d the b e t t e r j o b i n doing 

v o l u m e t r i c c a l c u l a t i o n s . And then you have t o decide, w i l l 

t h i s pod as mapped by Ocean hold the reserves, or i s the 

pod l a r g e r ? 

I mean, you look a t the w e l l c o n t r o l t o the 

n o r t h , I t h i n k i f you conclude t h a t the pod must be l a r g e r , 

i t extends t o the south, and i t extends onto acreage 

operated by Yates and by — i n which David Petroleum owns a 

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

And so wh i l e they are overproduced, we submit 

they should not be able t o increase the withdrawal from a 

pod from which we a l l produce. 

The one t h i n g t h a t hasn't changed i n the case i s , 

t h e i r w e l l remains overproduced. We t h i n k you should deny 

t h i s as an a p p l i c a t i o n f o r an unnecessary w e l l and an 

attempt t o circumvent your r u l e s . But a t l e a s t u n t i l they 

make up t h e i r overproduction, c e r t a i n l y they should not be 

auth o r i z e d t o increase the withdrawal r a t e s from the pod 

from which we a l l compete and a l l produce. 

EXAMINER CATANACH: Thank you, Mr. Carr. 

Mr. Bruce? 

MR. BRUCE: Mr. Examiner, there's f o u r or f i v e 

reasons why Ocean's A p p l i c a t i o n should be granted. F i r s t 

o f f , we submitted as E x h i b i t 3 a p o r t i o n of Order Number 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

115 

R-10,803, which s p e c i f i c a l l y provided i n i t t h a t Ocean 

could go ahead and d r i l l a nonstandard p r o r a t i o n u n i t . 

Yates was a p a r t y t o t h a t case, they never appealed, they 

d i d not o b j e c t . 

This i s j u s t a c o n t i n u a t i o n of t h a t order, and 

Ocean should be allowed t o d r i l l the w e l l . 

Second reason, as I've also submitted, 

A d m i n i s t r a t i v e Order NSP-1824, which i n i t i a l l y granted t h i s 

A p p l i c a t i o n . We also submitted the n o t i c e l e t t e r s . I 

wrote a n o t i c e l e t t e r t o Yates, received E x h i b i t Number 4, 

which gave n o t i c e of the a d m i n i s t r a t i v e a p p l i c a t i o n . 

E x h i b i t 5 was the n o t i c e of hearing. The reason 

why I f i l e d f o r hearing i n a d d i t i o n t o an a d m i n i s t r a t i v e 

a p p l i c a t i o n was because Ocean would l i k e t o get t h i s w e l l 

d r i l l e d . I s t a t e d i n bold a t the bottom, "Please note t h a t 

an a d m i n i s t r a t i v e a p p l i c a t i o n has also been f i l e d on t h i s 

matter, and i f t h a t a p p l i c a t i o n i s granted t h i s case w i l l 

be dismissed." Yates never objected t o t h a t a d m i n i s t r a t i v e 

a p p l i c a t i o n . We request t h a t NSP-1824 be r e i n s t a t e d . 

Next, the 500 se r i e s of the D i v i s i o n statewide 

r u l e s and Order R-9722-C, c r e a t i n g the South Big Dog-Strawn 

Pool, provides f o r p r o r a t i o n on a w e l l - b y - w e l l b a s i s , not 

on a poolwide basis. Therefore, overproduction i n one w e l l 

does not and should not prevent Ocean from d r i l l i n g another 

w e l l i n the pool. I f Yates t h i n k s t h a t o i l p r o r a t i o n i n g 
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should be operatorwide on a poolwide basis, then i t should 

f i l e an a p p l i c a t i o n w i t h the D i v i s i o n asking f o r t h a t . I t 

has not done so. 

When Yates was — I'm not even sure of the exact 

f i g u r e , w e l l over a m i l l i o n b a r r e l s overproduced i n the 

North Dagger Draw Pool, i t wasn't prevented from d r i l l i n g 

w e l l s , i t wasn't prevented from producing the w e l l s t h a t 

were not overproduced. The overproduction, the makeup of 

the overproduction, was l i m i t e d t o the o f f e n d i n g w e l l s . 

Next, yes, there i s overproduction. I n March, 

t h e r e was approximately 54,000 b a r r e l s of o i l . I wish t h a t 

hadn't happened, but i t d i d . I t h i n k my c l i e n t s wish i t 

hadn't happened e i t h e r . But now Ocean i s less than 2 0,000 

b a r r e l s overproduced. By the time an order i s granted, by 

the time you can get a r i g , d r i l l a w e l l , there's not going 

t o be any overproduction. 

I f t h a t ' s the case, then what's the basis f o r 

o b j e c t i o n t o Ocean's A p p l i c a t i o n ? 

Up t i l l now, the four or f i v e reasons I gave you 

have nothing t o do w i t h v i r t u a l l y anything we've t e s t i f i e d 

about here today on a t e c h n i c a l basis. But Ocean — I 

should say Yates, has made a b i g deal about the reserves 

i n t o the w e l l u n i t , so I ' l l go i n t o t h a t a l i t t l e b i t . 

Yates claims t h a t Ocean has i n s u f f i c i e n t reserves 

t o d r i l l another w e l l . A couple of p o i n t s r e l a t e d t o t h a t . 
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As I s a i d , w e l l allowables are based on statewide depth 

bracket allowables, not on c a l c u l a t e d reserves i n any 

p a r t i c u l a r p o o l . I f Yates t h i n k s i t ' s being harmed, i t has 

recourse t o go d r i l l another w e l l or two. Yates and David 

Petroleum and the r e s t own or c o n t r o l the e n t i r e n o r t h h a l f 

of Section 11. They can d r i l l a w e l l on the northwest 

q u a r t e r of the northeast q u a r t e r , or they could d r i l l a 

w e l l i n the northeast quarter of the northwest q u a r t e r . 

They have not chosen t o do so. 

Why? I t h i n k a l l you have t o do i s look a t 

E x h i b i t 10, Mr. S i l v e r ' s e x h i b i t . C l e a r l y , when you look 

a t t h a t , where you don't see the bumps, the w e l l s i n the 

Strawn are dry. There's nothing between the Townsend 

Number 5 and the Runnels Number 3 or the Townsend Number 5 

and the Lusk Number 2 and the Townsend Number 5 and the 

Schenck Number 1. There's a reason Yates hasn't d r i l l e d : 

Because there's nothing t h e r e . 

Let's look a l i t t l e b i t a t the pressure data. 

Although we don't have i t a l l , some of the data submitted 

at the l a s t hearing and today, Yates i s c l a i m i n g a drawdown 

i n the S h e l l Lusk Number 2 w e l l . When t h a t w e l l was 

completed i n J u l y of 1999, i t s pressure was about 3800 

p . s . i . Three months, fo u r months e a r l i e r , the Townsend 

Number 5 was 3000 p . s . i . : 800 p . s . i . — probably a t t h a t 

p o i n t 1000 p . s . i . d i f f e r e n c e between the two w e l l s . 
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C l e a r l y w i t h the p e r m e a b i l i t y i n these r e s e r v o i r s t h e r e i s 

no connection. 

Mr. Pearson j u s t got up and t e s t i f i e d t h a t when 

the Schenck was completed, which according t o our records 

was March 30 of t h i s year, the pressure was s t i l l 3800 

p . s . i . Right now, or I should say i n March, as t e s t i f i e d 

t o by Mr. Saunders i n the l a s t hearing, the Townsend Number 

5 pressure i s 1300 p . s . i . C l e a r l y , there's a pressure 

d i f f e r e n t i a l . 

B a s i c a l l y , there's no impairment of c o r r e l a t i v e 

r i g h t s , because the Townsend Number 5 and the proposed 

Townsend Number 11 are i n a separate r e s e r v o i r . 

I f the D i v i s i o n denies t h i s A p p l i c a t i o n , then I 

b e l i e v e the only o p t i o n i s f o r Ocean t o form — i f i t can't 

d r i l l , i f i t can't develop t h a t acreage as provided i n 

Order Number R-10,803, f r a n k l y , then, we t h i n k 120 acres 

should be dedicated t o the Townsend Number 5. I f t h a t ' s 

the case, then we t h i n k we ought t o get a 67 0-barrel-a-day 

a l l o w a b l e , because t h a t ' s about what i t would be. 

The improperness of Yates' argument i s t h i s : 

Assuming Ocean was overproduced i n the Townsend Number 5, 

but i t had an e n t i r e 80 acres t o dedicate t o t h a t w e l l , the 

n o r t h h a l f of the southeast q u a r t e r , the proposed w e l l , 

Yates could have gone, gotten an APD, d r i l l e d t h a t w e l l , 

and t h e r e would have been nothing i n the r e g u l a t i o n s t o 
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prevent i t . The only reason we're here i s because i t ' s a 

nonstandard u n i t , p r e v i o u s l y provided f o r . 

We t h i n k the arguments of Yates are i n c o r r e c t 

because t h e volume i s there i n t h a t r e s e r v o i r t o support 

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

r i s k , and t h i s A p p l i c a t i o n should be approved. 

Thank you. 

EXAMINER CATANACH: Thank you, Mr. Bruce. 

Anything f u r t h e r ? 

MR. CARR: Nothing f u r t h e r . 

EXAMINER CATANACH: There being n o t h i n g f u r t h e r 

i n t h i s case, Case 12,450 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

2:04 p.m.) 

* * * 
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