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

8:26 a.m.: 

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

12.678, which i s the A p p l i c a t i o n of Raptor Resources, I n c . , 

f o r two unorthodox i n f i l l gas w e l l l o c a t i o n s and 

simultaneous d e d i c a t i o n , Lea County, New Mexico. 

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

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 o f f i c e of Holland and 

Hart, L.L.P. We represent Raptor Resources i n t h i s matter, 

and I have th r e e witnesses. 

Mr. Examiner, I would request a t t h i s time t h a t 

the D i v i s i o n also c a l l Case 12,679. I t i s a s i m i l a r 

A p p l i c a t i o n , i t involves w e l l s i n the same general area, 

the same issues, the same reasons support both of the 

A p p l i c a t i o n s . I ' d request they be conso l i d a t e d f o r 

purposes of hearing only. 

EXAMINER CATANACH: Okay. Are t h e r e any 

a d d i t i o n a l appearances i n Case 12,678? 

There being none, a t t h i s time l e t me c a l l Case 

12.679, which i s the A p p l i c a t i o n of Raptor Resources, I n c . , 

f o r two unorthodox i n f i l l gas w e l l l o c a t i o n s and 

simultaneous d e d i c a t i o n , Lea County, New Mexico. 

Are there a d d i t i o n a l appearances i n t h i s case? 

Okay, there being none, Mr. Carr? 

STEVEN T. BRENNER, CCR 
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Can I get the three witnesses t o stand and be 

sworn i n a t t h i s time? 

(Thereupon, the witnesses were sworn.) 

MR. CARR: Mr. Examiner, a t the conclusion of the 

hearing I w i l l ask t h a t Case 12,678 be continued and 

re a d v e r t i s e d . 

The ad t h a t we f i l e d omitted two of the w e l l s t o 

be simultaneously dedicated. The testimony w i l l cover 

issues i n the case, and we would request t h a t you hear the 

case today, t h a t i t be re a d v e r t i s e d and c a l l e d f o u r weeks 

from now. 

EXAMINER CATANACH: Four weeks? 

MR. CARR: I t w i l l take t h a t amount of time t o 

n o t i f y a l l a f f e c t e d i n t e r e s t owners. 

EXAMINER CATANACH: Okay. 

MR. CARR: The way I would l i k e t o present t h e 

case today i s , I would l i k e t o f i r s t c a l l John Lawrence, a 

petroleum engineer w i t h Raptor, and have Mr. Lawrence 

review f o r you the e f f o r t s they have made i n terms of t h e i r 

redevelopment program i n the Jalmat Gas Pool, and then go 

t o our land witness t o review the land i n each of the 

cases, our g e o l o g i c a l witness, and then r e c a l l Mr. Lawrence 

t o address the i n d i v i d u a l w e l l s and the engineering issues 

t h a t r e l a t e t o each of those w e l l s . 

EXAMINER CATANACH: Okay. 

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 

JOHN J. LAWRENCE, 

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 f u l l name f o r the record? 

A. John J. Lawrence. 

Q. Mr. Lawrence, where do you reside? 

A. Midland, Texas. 

Q. And by whom are you employed? 

A. Raptor Resources, Inc. 

Q. What i s your p o s i t i o n w i t h Raptor Resources? 

A. Vice president of engineering. 

Q. Have you p r 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. Yes, 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 witness 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 s f i l e d i n 

each of these cases on behalf of Raptor? 

A. Yes, I am. 

Q. And have you made an engineering study of the 

areas which i s the subject of these A p p l i c a t i o n s ? 

STEVEN T. BRENNER, CCR 
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A. Yes, I have. 

Q. Are you prepared t o review Raptor's e f f o r t s i n 

the Jalmat Gas Pool and the recent engineering work you 

have done w i t h the O i l Conservation D i v i s i o n ? 

A. Yes, I am. 

MR. CARR: Are Mr. Lawrence's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Would you b r i e f l y describe what 

Raptor Resources, Inc., seeks w i t h these A p p l i c a t i o n s ? 

A. Raptor seeks exceptions t o the w e l l - l o c a t i o n 

requirements provided i n the s p e c i a l pool r u l e s and 

r e g u l a t i o n s f o r the Jalmat Gas Pool, promulgated by 

D i v i s i o n Order R-8170. 

Further, pursuant t o the r u l e s governing the 

Jalmat Gas Pool and the s t i p u l a t e d d e c l a r a t o r y judgment 

issued by the F i r s t J u d i c i a l Court i n Santa Fe County, New 

Mexico, we seek t o simultaneously dedicate Jalmat 

p r o d u c t i o n on each of two spacing u n i t s , which w i l l be 

i n d i v i d u a l l y reviewed. 

Q. Mr. Lawrence, what you're seeking i s a w e l l 

d e n s i t y g r e a t e r than one w e l l per 160-acre t r a c t ; 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. You're also going t o be seeking approval of 

STEVEN T. BRENNER, CCR 
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c e r t a i n unorthodox w e l l l o c a t i o n s i n the Jalmat Gas Pool? 

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

Q. Could you j u s t i n i t i a l l y review f o r the Examiner 

the purpose of your testimony? 

A. Well, I w i l l review the general reasons f o r these 

A p p l i c a t i o n s , I w i l l also review the success t h a t Raptor 

has had on the acreage t h a t we operate on Lea County, New 

Mexico, as w e l l as two p r i o r operators t h a t operated the 

p r o p e r t i e s t h a t we have. 

I n c o n j u n c t i o n w i t h t h i s , I w i l l review the 

approach t h a t we take i n e v a l u a t i n g the w e l l s f o r 

a d d i t i o n a l development i n the Jalmat Gas Pool, and w e ' l l 

present economic c r i t e r i a as t o the basis f o r our work. 

Q. When d i d Raptor acquire i t s i n t e r e s t i n the 

Jalmat Gas Pool? 

A. Raptor acquired the acreage from Clayton W i l l i a m s 

i n A p r i l of 1999. 

Q. And why was Raptor i n t e r e s t e d i n becoming a c t i v e 

i n t h i s p a r t i c u l a r area? 

A. We b e l i e v e t h a t there was a d d i t i o n a l development 

p o t e n t i a l i n the Yates formation t h a t the previous operator 

had proved up and t h a t there were s i g n i f i c a n t reserves t h a t 

had been bypassed i n the Seven Rivers f o r m a t i o n . 

Q. Would you i d e n t i f y and review what has been 

marked as Raptor E x h i b i t Number 1? 

STEVEN T. BRENNER, CCR 
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A. Raptor E x h i b i t Number 1 i s b a s i c a l l y — the green 

o u t l i n e s the Jalmat Gas Pool. The acreage h i g h l i g h t e d i n 

yel l o w i s the acreage w i t h which Raptor operates w i t h i n the 

Jalmat Gas Pool. 

Q. And the acreage t h a t w i l l be the s u b j e c t of 

today's hearing i s a c t u a l l y located i n the Account 2 area; 

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

A. That i s c o r r e c t , t h a t would be the y e l l o w acreage 

t h a t ' s a t the northern end of the Jalmat Gas Pool. 

Q. And w i t h i n the Account 2 area, what i s the s t a t u s 

of the working i n t e r e s t ? 

A. I t has common working i n t e r e s t , and we have 

approved AFEs f o r the proposed work f o r the acreage i n 

question. 

Q. And then we're going t o i n d i v i d u a l l y review the 

spacing u n i t s t h a t are the subject of these cases l a t e r i n 

the presentation? 

A. That's c o r r e c t . And the boundaries of the Jalmat 

Gas Pool were checked against the OCD records. 

Q. Let's go t o E x h i b i t Number 2, and I ' d ask you t o 

e x p l a i n what t h a t i s and what t h a t shows. 

A. E x h i b i t Number 2 i s a h i s t o r i c a l p r o d u c t i o n curve 

f o r the acreage t h a t ' s h i g h l i g h t e d i n yel l o w t h a t Raptor 

operates i n the Jalmat Gas Pool. 

And of s i g n i f i c a n c e of t h i s p a r t i c u l a r e x h i b i t , 

STEVEN T. BRENNER, CCR 
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the p r i o r operators, Hal Rasmussen and Clayton W i l l i a m s , i n 

the l a t e 1980s came back i n and s t a r t e d developing Yates 

gas reserves on a dens i t y of less than 160 acres. You see 

t h a t t he gas production there was on a very e s t a b l i s h e d 

d e c l i n e curve, approximately 10 t o 12 percent per year. 

Both Clayton Williams and Hal Rasmussen came i n and they 

reworked approximately 50 w e l l s i n the Jalmat Gas Pool, 

which you see a s i g n i f i c a n t p r o d u c t i o n increase, w i t h the 

peak pr o d u c t i o n there i n 1991. 

A f t e r Clayton Williams stopped developing the 

p r o p e r t y i n l a t e 1991, he b a s i c a l l y j u s t operated the 

p r o p e r t y on an as-i s basis. The pro p e r t y went 

approximately nine years w i t h o u t any development on the 

acreage whatsoever. 

Raptor acquired the acreage i n the s p r i n g of 

1999, and we came back i n and s t a r t e d redeveloping 

a d d i t i o n a l Jalmat gas reserves. You can see the p r o d u c t i o n 

response t h a t we've experienced through the work t h a t 

Raptor has done i n the l a s t two years. 

I t h i n k of s i g n i f i c a n c e i n l o o k i n g a t t h i s 

p r o d u c t i o n curve, these are incremental reserves t h a t are 

being recovered through t h i s work. You look a t the 

es t a b l i s h e d d e c l i n e curve on the produc t i o n from the 1970s 

up t o the l a t e 198 0s, and then you come back i n and look a t 

i t when you went t o a downspacing or t i g h t e r d e n s i t y , the 

STEVEN T. BRENNER, CCR 
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d e c l i n e i s on the same basis as before. And so the work 

t h a t was done at t h a t time are indeed incremental reserves 

t h a t would not have been recovered by downspacing. 

Q. And the work done by Mr. Rasmussen and Clayton 

W i l l i a m s , they were a c t u a l l y developing on t h a t w e l l 

d e n s i t y p a t t e r n greater than one w e l l per 160? 

A. That i s c o r r e c t , t h a t i s c o r r e c t . 

Q. Let's go t o E x h i b i t Number 3. What does t h i s 

show us? 

A. E x h i b i t 3 i s a bar graph r e p r e s e n t i n g the 50-plus 

w e l l s t h a t Clayton Williams and Hal Rasmussen had done i n 

the l a t e 1980s and e a r l y 1990s. What t h i s curve shows you 

i s the estimated u l t i m a t e recovery of those 50 w e l l s and 

the d i s t r i b u t i o n of the reserves t h a t each of those w e l l s 

w i l l recover. 

As an example, where you look under the column on 

the bottom of the page labeled number 5, t h e r e are f i v e 

w e l l s — t h e r e are a t o t a l of nine w e l l s t h a t w i l l produce 

i n excess of 500 m i l l i o n cubic f e e t , and so t h i s gives you 

a d i s t r i b u t i o n of each of the w e l l s and the cumulative 

p r o d u c t i o n associated w i t h those reworks. 

Q. I f we look a t t h i s , when you say nine w e l l s , 

where do you get the nine? 

A. Over on the l e f t - h a n d column, t h a t ' s the number 

of w e l l s t h a t f e l l i n t h a t p a r t i c u l a r category. So t h i s i s 

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 

the estimated u l t i m a t e recovery of each of those w e l l s . 

Going t o the f a r r i g h t of the page, t h e r e would 

be a t o t a l of fou r w e l l s t h a t w i l l recover 1.1 BCF of gas, 

t h a t ' s i n d i v i d u a l l y . 

So when you look a t the composite, the average, 

those 50 w e l l s w i l l produce approximately a h a l f a B of gas 

per w e l l , and those w e l l s were p r i m a r i l y completing out of 

j u s t t he Yates i n t e r v a l . Most of the w e l l s t h a t — the 

Rasmussen-Williams d i d bypass the Seven Rivers gas 

reserves. 

Q. I ' d l i k e you now t o review the Raptor year 2 000 

redevelopment program, and r e f e r i n doing t h i s t o Raptor 

E x h i b i t Number 4. 

A. E x h i b i t Number 4 i s k i n d of a h i s t o r i c a l of the 

w e l l s t h a t Raptor d i d , year 2000, and then there's a couple 

of w e l l s t h a t were a c t u a l l y done i n the f i r s t p a r t of 2001. 

And what t h i s p a r t i c u l a r c h a r t shows you are the w e l l 

numbers, the zones t h a t Raptor a c t u a l l y completed i n , the 

l o c a t i o n of those w e l l s , and the average i n i t i a l p o t e n t i a l 

from t h a t work t h a t was done and the completion date of the 

w e l l s . 

Of the 15 w e l l s t h a t are i n d i c a t e d on t h i s 

p a r t i c u l a r t a b l e , those w e l l s had an average i n i t i a l 

p o t e n t i a l of 377 MCF per day. 

Q. Let's go t o E x h i b i t Number 5. There are two 

STEVEN T. BRENNER, CCR 
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pages i n E x h i b i t Number 5, both are marked. And using 

t h i s , I would l i k e you t o i d e n t i f y and review t h e c r i t e r i a 

u t i l i z e d by Raptor i n s e l e c t i n g the i n f i l l l o c a t i o n . 

A. Part of what we do i n i d e n t i f y i n g the prospects 

f o r development out here i s t o go and look a t each of the 

o f f s e t w e l l s located around the p a r t i c u l a r prospect t o 

i d e n t i f y , one, which zones t h a t the o f f s e t w e l l s were 

a c t u a l l y completed i n , two, there i s a s i g n i f i c a n t 

d i f f e r e n c e i n the type of treatment or completion procedure 

t h a t was done on those w e l l s . 

You look on t h i s p a r t i c u l a r c h a r t , t y p i c a l of the 

w e l l s t h a t were completed back i n the 1940s or 1950s, they 

were e i t h e r n a t u r a l completions, very small f r a c s , i n a l o t 

of instances they d i d not open up both the i n t e r v a l s t h a t 

are included i n the Jalmat Gas Pool. 

We also evaluate the o f f s e t p r o d u c t i o n , and as 

you can see on t h i s p a r t i c u l a r case, the o f f s e t p r o d u c t i o n 

t o the w e l l i n question, very marginal type w e l l s . The 

Number 127 up there at the top i s a w e l l t h a t Raptor had 

completed and has a c u r r e n t production r a t e of 3 00 MCF a 

day. We f e e l t h a t t h a t w e l l w i l l have an u l t i m a t e recovery 

of approximately 700 t o 800 m i l l i o n cubic f e e t out of t h a t 

p a r t i c u l a r w e l l . 

So you can see by the f a c t t h a t most of t h e 

o f f s e t s are e i t h e r i n a c t i v e , plugged and abandoned or 

STEVEN T. BRENNER, CCR 
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marginal-type w e l l s , t h a t the work t h a t was done on the 127 

i s , i n f a c t , recovering incremental reserves. 

Part of the basis too, t h a t we r e a l l y have a very 

h i g h degree of confidence i n the work t h a t we're doing, the 

i n i t i a l p o t e n t i a l s on the w e l l s t h a t we are c u r r e n t l y 

working on, the w e l l s t h a t Raptor has done, are equal t o or 

g r e a t e r than the work t h a t was done by previous operators 

t e n years ago. 

Q. Mr. Lawrence, the s t i p u l a t e d d e c l a r a t o r y judgment 

i n the recent d i s t r i c t c o u r t proceeding d i r e c t e d operators 

t o show the proposed w e l l s are necessary t o e f f i c i e n t l y and 

economically d r a i n the p r o r a t i o n u n i t . Would you r e f e r t o 

Raptor E x h i b i t Number 6 and review your economic c r i t e r i a 

f o r the redevelopment program? 

A. E x h i b i t 6 i s an e x h i b i t t h a t shows what the 

a c t u a l w e l l cost t o d r i l l and equip a Jalmat f i e l d f o r 

Raptor Resources would be. I t would be a — r e q u i r e a 

c a p i t a l expenditure of approximately $315,000, u t i l i z i n g 

the average i n i t i a l p o t e n t i a l producing r a t e t h a t we showed 

on the previous e x h i b i t w i t h 377 MCF a day, have an 

estimated u l t i m a t e recovery of 590 m i l l i o n cubic f e e t of 

gas t h a t w i l l be produced from t h a t p a r t i c u l a r w e l l . 

U t i l i z i n g a gas p r i c e of f i v e d o l l a r s an MCF, i t 

only r e q u i r e s 73 m i l l i o n cubic f e e t of gas t o be able t o 

economically j u s t i f y work on t h a t w e l l . U t i l i z i n g a 
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s e n s i t i v i t y case of a $2.50-per-M gas p r i c e , we would have 

t o produce 155 m i l l i o n cubic f e e t out of t h a t p a r t i c u l a r 

w e l l t o j u s t i f y t h a t p a r t i c u l a r w e l l . 

So as you can see, the reserves are s i g n i f i c a n t l y 

above t h a t , and we d e f i n i t e l y have economic i n c e n t i v e t o 

pursue these reserves. 

Q. To what do you a t t r i b u t e your a b i l i t y t o access 

and produce these a d d i t i o n a l reserves i n the Jalmat Gas 

Pool? 

A. A l o t of i t i s due t o some of the geologic nature 

of the r e s e r v o i r . There are a l o t of sands t h a t are 

l e n t i c u l a r i n nature, a l o t of the older w e l l s were 

inadequately t r e a t e d , had very small treatments t h a t were 

done on them, and then there were a number of zones t h a t 

were bypassed. And the combination of a l l t h r e e of those 

are the reasons t h a t we bel i e v e there are s i g n i f i c a n t 

reserves t o be recovered by downspacing. 

Q. And when you say there are zones t h a t were 

bypassed, those are zones t h a t were not perf o r a t e d ? 

A. That i s c o r r e c t , there are a number of zones t h a t 

the previous operators l e f t behind, t h a t we're pursuing. 

And when we come back i n and complete our w e l l s , we're very 

s e l e c t i v e as t o what zones t h a t we complete i n . T y p i c a l l y , 

our w e l l s w i l l only have 20 t o 25 p e r f o r a t i o n s over a 300-

p l u s - f o o t i n t e r v a l . 
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Q. What conclusions has Raptor reached from i t s 

general work i n the l a s t several years i n the Jalmat Gas 

Pool? 

A. We b e l i e v e t h a t there are s u b s t a n t i a l a d d i t i o n a l 

reserves t o be recovered i n the f i e l d . We b e l i e v e t h a t i t 

r e q u i r e s the d r i l l i n g or recompletion of a d d i t i o n a l w e l l s 

t o recover those reserves and t h a t those reserves are, 

indeed, incremental reserves and not r a t e a c c e l e r a t i o n and 

t h a t these w e l l s are a c t u a l l y needed t o recover the 

reserves i n the f i e l d . 

Q. What would have been the d a i l y p r o d u c t i o n r a t e 

from the acreage i n your 2 000 redevelopment program w i t h o u t 

the new wells? 

A. Had we not done any work a t a l l on t h e p r o p e r t i e s 

a f t e r we acquired them from Clayton W i l l i a m s , the c u r r e n t 

p r o d u c t i o n would be approximately 3.1 m i l l i o n cubic f e e t a 

day f o r the e n t i r e lease. Our c u r r e n t d a i l y p r o d u c t i o n i s 

about 7 m i l l i o n a day r i g h t now. So you can see through 

our e f f o r t s t h a t we have more than doubled p r o d u c t i o n on 

the acreage out here. 

Q. W i l l Raptor now present data on each of two 

spacing u n i t s which are the subject of these c o n s o l i d a t e d 

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

A. Yes, we w i l l . 

Q. And you w i l l demonstrate t h a t the proposed 

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 

a d d i t i o n a l w e l l s are necessary t o produce recoverable 

reserves under these t r a c t s ? 

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

Q. Were Raptor E x h i b i t s 1 through 6 prepared by you 

or compiled under your d i r e c t i o n ? 

A. Yes, they were. 

Q. Can you t e s t i f y as t o the accuracy of the 

i n f o r m a t i o n contained i n those e x h i b i t s ? 

A. Yes. 

MR. CARR: Mr. Catanach, at t h i s time we move the 

admission of Raptor E x h i b i t s 1 through 6. 

EXAMINER CATANACH: E x h i b i t s 1 through 6 w i l l be 

admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination, t h i s time, of Mr. M i l l e r . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Okay, Mr. Lawrence, when Clayton W i l l i a m s and — 

who was i t t h a t had i t , Clayton Williams or — 

A. Hal Rasmussen had i t f i r s t , and then Clayton 

Williams was a partner w i t h Rasmussen, and then Clayton 

Williams took over operations i n about 1990, I b e l i e v e . 

And then he had the property up u n t i l when we purchased i t 

from him i n 1999. 

Q. Okay, and t h i s i s a l l the acreage t h a t you've 
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shown i n yellow on t h a t e x h i b i t ? 

A. That i s c o r r e c t . We bought t h e i r i n t e r e s t out i n 

t o t a l . 

Q. And t h a t ' s a l l s t a t e leases? 

A. Yes, s i r . There are two smaller leases t h a t are 

fee leases, but they only comprise, I t h i n k , 320 acres i n 

t o t a l out of t h i s . The r e s t of i t i s s t a t e leases. 

Q. Okay. They d i d considerable i n f i l l d r i l l i n g , 

Rasmussen and Williams did? 

A. They d i d a combination of i n f i l l d r i l l i n g and 

plugbacks. T y p i c a l of the w e l l s i n t h i s p a r t i c u l a r t r e n d , 

they were a l l o r i g i n a l l y d r i l l e d down t o the base of the 

Queen form a t i o n . As w e l l s would become uneconomical i n the 

Queen — which the Queen was p r i m a r i l y an o i l - p r o d u c i n g 

zone — they would plug the w e l l s back and then recomplete 

i n the Jalmat Gas Pool. 

Due t o the nature of a l o t of these w e l l s , a l o t 

of them were d r i l l e d 1940s-, I950s-type v i n t a g e w e l l s , so 

t h e r e were a s i g n i f i c a n t number of w e l l s t h a t were 

P-and-A'd, and so the r e were s i g n i f i c a n t r e d r i l l s of those 

l o c a t i o n s t o be able t o recoup the reserves. 

So the r e s u l t s from both Williams and from 

Rasmussen was a combination of plugback and d r i l l i n g . 

Q. To what den s i t y d i d they develop t h e i r acreage; d 

you know? 
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A. A l l the work Rasmussen and Williams d i d was a l l 

l e s s than 160-acre spacing. I mean, i t v a r i e d anywhere 

from 120, 80 acres, 40 acres type. I mean, you've got i t 

a l l across the board. I t was a l l done on less than 160-

acre spacing. 

Q. Your E x h i b i t Number 6 shows the economics f o r 

these w e l l s , and t h i s represents a new w e l l — a new d r i l l ? 

A. That i s c o r r e c t , a workover or a plugback would 

r e q u i r e s u b s t a n t i a l l y less c a p i t a l t o do. I t would 

probably knock o f f about $100,000 o f f of t h a t associated 

cost. But as you can see, i t does not r e q u i r e very much 

gas p r o d u c t i o n i n order t o j u s t i f y the c a p i t a l expenditure. 

Q. And your summary from t h i s e x h i b i t was t h a t you 

o n l y needed $73 m i l l i o n — 

A. U t i l i z i n g a five-dollar-per-MCF gas p r i c e and a 

$315,000 cap ex p r i c e , t h a t we could economically j u s t i f y a 

w e l l t h a t would produce 7 3 m i l l i o n cubic f e e t of gas. 

I f you dropped t h a t p r i c e t o a $2.50 M, which i s 

probably more of a h i s t o r i c a l type of norm over t h e l a s t 

f o u r or f i v e years, then i t would r e q u i r e approximately 155 

m i l l i o n cubic f e e t . 

Q. At a recovery of 7 3 m i l l i o n , what would be the 

r a t e of r e t u r n on the well? 

A. I t would be very low. That's a more break-even 

type — 
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A. But i t i s economic f o r you guys t o do? 

A. That's c o r r e c t , t h a t ' s c o r r e c t . I mean, I t h i n k 

the one t h i n g t h a t you can see by the work t h a t has been 

done by Williams and Rasmussen as w e l l as the work t h a t we 

have done, we t h i n k the recoveries from these w e l l s are 

going t o be i n the h a l f - B category, or p o s s i b l y b e t t e r . We 

t h i n k they're going t o be s u b s t a n t i a l l y above the minimum. 

I t h i n k when you look a t t h a t h i s t o r i c a l bar graph of a l l 

the work t h a t Williams has done, along w i t h the work t h a t 

we've done, I t h i n k our cumulative p r o d u c t i o n t o t a l s from 

these w e l l s are going t o be more i n the h a l f - B t o 3/4-B per 

w e l l . 

Q. Are most of your w e l l s going t o be new d r i l l s or 

recompletions? 

A. I t ' s a combination of the p a r t i c u l a r w e l l s i n 

question today. There are two r e - e n t r i e s of P-and-A'd 

l o c a t i o n s , t h e r e i s a n e w - d r i l l l o c a t i o n , and then t h e r e i s 

one t h a t a c t u a l l y i s a plugback l o c a t i o n . 

Q. Okay, and these w e l l s were Langlie-Mattix-Queen 

producers? 

A. That's c o r r e c t , south Eunice i n t h i s p a r t i c u l a r 

area, South Eunice-Seven Rivers-Queen. 

Q. Why would the previous operator not p e r f o r a t e 

both Yates and Seven Rivers? Do you have any idea? 

A. I t h i n k our f e e l on t h i s i s t h a t when you 
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a c t u a l l y look a t the r e s e r v o i r , when you look a t the Jalmat 

and the Seven Rivers gas producing i n t e r v a l s on t h i s , t h e r e 

i s t y p i c a l l y a l o t more of pay i n the Yates f o r m a t i o n . 

When you go out and look a t the l o g , and I t h i n k when Dave 

Pearcy, our g e o l o g i s t , gives h i s p r e s e n t a t i o n , y o u ' l l be 

able t o see t h a t i n the Yates formation t h e r e may be 

anywhere from 80 t o i n excess of 100 f e e t of net pay t o 

work w i t h . 

The Seven Rivers sands i s a combination of 

d i f f e r e n t s t r i n g e r s t h a t may be anywhere from f i v e t o t e n 

f e e t t h i c k each, and you may have a t o t a l of 2 5 t o 3 0 f e e t 

of pay i n the Seven Rivers. So when they were coming back, 

I don't t h i n k they paid much a t t e n t i o n t o those 25 or 30 

f e e t of pay t h a t you had i n the Seven Rivers then went 

d i r e c t l y t o the Yates. And we i d e n t i f i e d over 40 l o c a t i o n s 

t h a t Rasmussen and Williams had completely bypassed those 

Seven Rivers zones. Raptor came back i n and completed f o u r 

w e l l s s p e c i f i c a l l y i n the Seven Rivers t o t r y t o prove i t 

up, and of the f o u r w e l l s three of them were economic 

successes. 

So i n coupling the Seven Rivers zones t h a t were 

l e f t behind, along w i t h -- there were zones l e f t behind i n 

the Yates, and you couple t h a t w i t h the f a c t t h a t t h e r e 

were very small s t i m u l a t i o n treatments done on a l o t of the 

o l d w e l l s out t h e r e , and i t i s a t i g h t gas r e s e r v o i r , t h a t 
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t h e r e were a l o t of reserves s t i l l l e f t i n the ground t o 

recover. 

And I t h i n k when you look a t t h a t , i f the 

r e s e r v o i r was a c t u a l l y t r u l y low and abandonment pressure, 

we wouldn't see the i n i t i a l p o t e n t i a l on these w e l l s t h a t 

are equal t o or greater than the w e l l s t h a t W i l l i a m s had 

done t e n years ago on t i g h t e r d e n s i t y , t i g h t e r spacing t o o . 

You look a t the production curve, you look a t the 

r e s u l t s t h a t Rasmussen and Williams had, and you look a t 

what we've done, those are, i n f a c t , incremental reserves, 

because the declines m i r r o r the previous e f f o r t s out of the 

fo r m a t i o n , you know, t e n , f i f t e e n years before. 

Q. So your testimony i s t h a t a l l of these reserves 

are incremental and none of i t i s accelerated? 

A. I t h i n k what we've seen i s , i t ' s — I t h i n k you 

have t o base i t — Well, on the e x h i b i t , t he Number 127, 

a l l the w e l l s o f f s e t t i n g t h a t were a l l e i t h e r i n a c t i v e , you 

know, plugged and abandoned or marginal-type producers. So 

I don't see how they could be considered, you know, when 

you're d r a i n i n g something else, when the w e l l s t h a t o f f s e t 

i t were already plugged and abandoned or a t marginal 

producing r a t e s . Those are, i n f a c t , incremental reserves. 

Q. Have you guys attempted at a l l t o go i n t o 

e x i s t i n g w e l l s and t r y and do some remedial work on these 

zones? 
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A. We have not. I t h i n k t h a t t h e r e are 

o p p o r t u n i t i e s t o do t h a t . I t h i n k t h a t we had a 

s i g n i f i c a n t number of wellbores here t h a t had not been 

touched i n those p a r t i c u l a r i n t e r v a l s , and so we were more 

comfortable i n u t i l i z i n g a wellbore t h a t had not p r e v i o u s l y 

been p e r f o r a t e d or s t i m u l a t e d , and i n t h a t way we had a 

l i t t l e b e t t e r c o n t r o l over what we were doing. 

Q. Okay. U l t i m a t e l y , what's the d e n s i t y t h a t you 

t h i n k y o u ' l l be u t i l i z i n g i n your --

A. I t v a r i e s . There are geologic c o n s i d e r a t i o n s , 

p r o d u c t i v e l i m i t s , t h i n g s of t h a t t h a t come i n t o 

c o n s i d e r a t i o n . You know, i t ' s r e a l l y hard t o say. I t h i n k 

we r e a l l y b e l i e v e t h a t there are incremental reserves t o be 

recovered on 4 0-acre spacing. 

Q. Have you, i n f a c t , done some drainage 

c a l c u l a t i o n s f o r the e x i s t i n g w e l l s out there? 

A. Oh, yes, we have, and the numbers t h a t we look a t 

— I mean, there's a l o t of gas i n t h a t r e s e r v o i r . 

Q. Okay. On E x h i b i t Number 3, the w e l l s t h a t you've 

shown here, are these the w e l l s t h a t — Which w e l l s are 

these? The ones t h a t have been d r i l l e d by Rasmussen? 

A. These were a l l the Williams-Rasmussen w e l l s . 

None of these w e l l s were the w e l l s t h a t Raptor had anything 

t o do w i t h . These were the w e l l s t h a t were recompleted, 

plugged back or d r i l l e d back i n the l a t e 198 0s, e a r l y 
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1990s. 

Q. Okay, and t h i s where you got — you determined 

the average of about h a l f a BCF per w e l l — 

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

Q. — f o r these wells? 

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

Q. Have you done t h a t f o r the w e l l s t h a t you've 

d r i l l e d ? 

A. Yes. What we've done, we've been able t o put 

t o g e t h e r p r o j e c t i o n s and estimated u l t i m a t e r e c o v e r i e s 

based on our i n i t i a l p o t e n t i a l and l o o k i n g a t the 

c h a r a c t e r i s t i c s of the d e c l i n e curves, t o be able t o come 

up w i t h reserves t h a t are going t o be equal t o or b e t t e r 

than these r e s u l t s r i g h t here. 

Q. At l e a s t h a l f a BCF on your wells? 

A. That's e x a c t l y c o r r e c t . We t h i n k , i n f a c t , a l o t 

of them w i l l be higher, because we are adding the Seven 

Rivers i n t e r v a l i n conjunction w i t h the Yates, which 

Rasmussen and Williams d i d not do. 

EXAMINER CATANACH: Any f u r t h e r questions of t h i s 

witness? 

EXAMINATION 

BY MR. EZEANYIM: 

Q. Yeah, on E x h i b i t 6, economics, how d i d you a r r i v e 

a t the estimated u l t i m a t e recovery? 
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A. The estimated u l t i m a t e recovery i s based on p r i o r 

work t h a t we have done on w e l l s since Raptor has operated 

the p r o p e r t y , along w i t h the r e s u l t s t h a t W i l l i a m s and 

Rasmussen had come up w i t h on t h e i r w e l l s t e n years ago. 

And so the combination of i n i t i a l p o t e n t i a l s , pressures, 

previous h i s t o r i c a l production from e q u i v a l e n t w e l l s . 

MR. EZEANYIM: Okay. 

EXAMINER CATANACH: Okay, the witness may be 

excused. 

MR. CARR: At t h i s time, Mr. Catanach, we would 

c a l l B i l l Keathly. 

BILL R. KEATHLY. 

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? 

A. B i l l Keathly. 

Q. Where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. Self-employed. 

Q. And what i s your r e l a t i o n s h i p w i t h Raptor 

Resources? 

A. I'm doing c o n s u l t i n g work i n the r e g u l a t o r y side 
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of t h e i r business. 

Q. Mr. Keathly, 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, s i r , I have. 

Q. And a t 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 land matters 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 s f i l e d i n 

each of the consolidated cases on behalf of Raptor? 

A. Yes, s i r . 

Q. And are you f a m i l i a r w i t h the s t a t u s of the 

ownership of the lands i n the area which i s the s u b j e c t of 

each of these A p p l i c a t i o n s ? 

A. Yes, I am. 

MR. CARR: Are Mr. Keathly'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. Keathly, l e t ' s f i r s t go t o the 

A p p l i c a t i o n i n Case 12,678 f o r the State "A" A/C Wells 31 

and 52. Would you b r i e f l y summarize what Raptor seeks i n 

regard t o these wells? 

A. Yes, Raptor i s seeking f o r two unorthodox i n f i l l 

gas w e l l l o c a t i o n s w i t h i n an e x i s t i n g nonstandard 480-acre 

spacing and p r o r a t i o n u n i t i n the Jalmat Gas U n i t . The two 
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w e l l s are t o be re-entered — they're plugged and abandoned 

c u r r e n t l y — re-entered and recompleted i n the Jalmat gas. 

Q. Are you also seeking a u t h o r i z a t i o n t o 

simultaneously dedicate the producing Jalmat Gas w e l l s on 

t h i s 480-acre spacing and p r o r a t i o n u n i t ? 

A. Yes, s i r , we are. 

Q. The l o c a t i o n s on a u n i t t h i s s i z e should be a t 

l e a s t 990 f e e t from the outer boundary of the u n i t ; 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 the two w e l l s we're t a l k i n g about are c l o s e r 

than t h a t t o the outer boundary? 

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

Q. Would you i d e n t i f y what has been marked Raptor 

E x h i b i t Number 7? 

A. Yes, t h i s i s the A p p l i c a t i o n , Orders R-9073, 

which e s t a b l i s h e d t h i s unorthodox p r o r a t i o n u n i t . 

Q. This i s the order obtained by Hal Rasmussen? 

A. Yes, s i r . 

Q. And t h i s e s t a b l i s h e d the nonstandard spacing 

u n i t s which are involved i n each of these cases? 

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

Q. What paragraph defines the spacing u n i t f o r t h i s 

case, the case i n v o l v i n g Section 9? 

A. Paragraph 4 ) . 
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Q. And then where do we f i n d the spacing u n i t f o r 

the case i n v o l v i n g Section 5? 

A. Paragraph 1 ) . 

Q. Paragraph 1 has subsequently been amended, has i t 

not? 

A. That i s c o r r e c t , t o exclude the no r t h e a s t q u a r t e r 

and the southeast quarter f o r a 4 0-acre o i l — Jalmat o i l 

u n i t . 

Q. Let's go t o what has been marked E x h i b i t Number 

8. Would you i d e n t i f y t h i s ? 

A. Yes, t h i s i s the State Form C-102, the p l a t which 

shows the l o c a t i o n of each and every w e l l i n t h i s p r o r a t i o n 

u n i t . 

Q. Could you j u s t i d e n t i f y by number the w e l l s which 

are c u r r e n t l y dedicated t o t h i s spacing u n i t ? 

A. Yes, i t ' s w e l l s 1, 4, 29, 38, 40, 63, 67, 72, 57 

and 30. 

Q. And 57 and 3 0 are the w e l l s t h a t were o m i t t e d 

from the ad i n t h i s case? 

A. That i s c o r r e c t , and t h e y ' l l have t o be 

r e a d v e r t i s e d . 

Q. But t h i s shows a l l of the w e l l s t h a t are on t h i s 

spacing u n i t , c o r r e c t ? 

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

Q. The only w e l l t h a t w i l l not be simultaneously 
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dedicated — There w i l l be one w e l l t h a t w i l l remain 

plugged and abandoned; i s t h a t r i g h t ? 

A. Right, t h a t i s the 3 2 Y. 

Q. And t h a t i s located where? 

A. I t ' s i n L, and i t ' s 760 from the west and 2050 

from the south. 

Q. Let's go t o what has been marked E x h i b i t Number 

9. Would you i d e n t i f y t h a t , please? 

A. Yes. E x h i b i t Number 9 i s a p l a t showing a l l of 

the o f f s e t operators surrounding t h i s l o c a t i o n . 

Q. Are these the i n d i v i d u a l s t o whom n o t i c e of t h i s 

A p p l i c a t i o n has been provided? 

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

Q. And who i n these t r a c t s received notice? 

A. Every operator w i t h i n the t r a c t . 

Q. Now, the standard spacing u n i t f o r the Jalmat i s 

64 0 acres, c o r r e c t ? 

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

Q. And you n o t i f i e d a l l operators i n each 640-acre 

t r a c t o f f s e t t i n g the subject spacing and p r o r a t i o n u n i t ? 

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

Q. Now, c e r t a i n of these t r a c t s , namely on t h i s 

e x h i b i t the acreage i n Sections 5 and 8, are also owned and 

operated by Raptor Resources? 

A. That i s c o r r e c t . 
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Q. I s the ownership i n those t r a c t s i d e n t i c a l t o the 

ownership i n the subject spacing u n i t i n Section 9? 

A. That i s t r u e . 

Q. I s E x h i b i t 10 an a f f i d a v i t c o n f i r m i n g t h a t n o t i c e 

of t h i s A p p l i c a t i o n has been provided t o each of the 

i n t e r e s t owners i d e n t i f i e d on E x h i b i t 9? 

A. That what t h a t E x h i b i t 10 i s f o r . 

Q. A l l r i g h t . Let's go now t o the land issues i n 

Case 12,679. I n t h i s case, what i s Raptor seeking? 

A. I n t h i s case, Raptor i s seeking t o d r i l l one new 

w e l l and recomplete a w e l l on t h i s acreage, which i s a 

440.50-acre spacing. 

Q. And again, are you seeking t o dedicate — 

A. And — Yes, t o simultaneously dedicate a l l the 

w e l l s . 

Q. A l l r i g h t , l e t ' s go t o E x h i b i t Number 11. What 

i s t h a t ? 

A. E x h i b i t 11 i s again the p r o r a t i o n u n i t on the 

C-102 which i d e n t i f i e s a l l the w e l l s and the o u t l i n e of the 

u n i t . 

Q. I d e n t i f y and review E x h i b i t Number 12. 

A. Okay, E x h i b i t Number 12 i s the o u t l i n e p l a t of 

a l l of the o f f s e t t i n g operators surrounding t h i s p r o r a t i o n 

u n i t . 

Q. C e r t a i n of the acreage o f f s e t t i n g t he s u b j e c t 
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spacing and p r o r a t i o n u n i t i s also operated by Raptor, i s 

i t not? 

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

Q. And i s the ownership i n t h a t acreage i d e n t i c a l t o 

the acreage i n the subject spacing u n i t i n Section 5? 

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

Q. I s E x h i b i t Number 13 an a f f i d a v i t c o n f i r m i n g t h a t 

n o t i c e of t h i s A p p l i c a t i o n has been f i l e d t o a l l a f f e c t e d 

p a r t i e s i n accordance w i t h OCD r u l e s and r e g u l a t i o n s ? 

A. Yes, i t i s . 

Q. Were E x h i b i t s 7 through 13 prepared by you or 

compiled under your d i r e c t i o n ? 

A. Yes, s i r , they were. 

Q. W i l l Raptor be c a l l i n g g e o l o g i c a l and engineering 

witnesses t o present evidence t h a t shows why the a d d i t i o n a l 

w e l l s are necessary on these t r a c t s ? 

A. Yes, s i r , they w i l l . 

MR. CARR: Mr. Catanach, a t t h i s time we would 

move the admission i n t o evidence of Raptor E x h i b i t s 7 

through 13. 

EXAMINER CATANACH: I'm so r r y , 7 through — ? 

MR. CARR: — 13. 

EXAMINER CATANACH: Seven through 13 w i l l be 

admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t 
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examination of Mr. Keathly. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Keathly, can you r e f e r t o E x h i b i t Number 8, 

please, and go over t h i s again w i t h me? 

A. Yes, s i r . 

Q. The two w e l l s t h a t are t o be recompleted on t h i s 

u n i t are the 31 and the 52? 

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

Q. I see the 31. 

A. F i f t y - t w o i s over i n G. 

Q. G, okay. 

A. They're both i n d i c a t e d as P-and-A'd a t the 

present time. 

Q. Okay. Now, would you please again i d e n t i f y t he 

e x i s t i n g w e l l s t h a t are going t o be producing on t h a t u n i t ? 

A. Okay, i t w i l l be 29, 30 — 

Q. Twenty-nine, okay, hold on w i t h t h a t . Twenty-

nine i s i n U n i t D. 

A. Right. T h i r t y . 

Q. T h i r t y i s i n Uni t E. 

A. Right. S i x t y - t h r e e . 

Q. Okay, C. 

A. C. Forty, i n Uni t L e t t e r A. 

Q. Got i t . 
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A. F i f t y - s e v e n . 

Q. F i f t y - s e v e n , okay. 

A. Sixty-seven. 

Q. Sixty-seven, where i s t h a t ? 

A. I t ' s up a t the top of L — or — 

Q. I see i t . 

A. — K. T h i r t y - e i g h t . 

Q. Okay. 

A. Seventy-two. 

Q. Seventy-two, okay. 

A. Number 4. 

Q. A l l r i g h t , 32 Y i s P-and-A'd. 

A. I s plugged and abandoned, and w i l l remain plugged 

and abandoned. 

Q. Okay, now — And your testimony, based on E x h i b i t 

Number 9, was t h a t the ownership t h a t Raptor has i n 

Sections 5 and 8 — I s t h a t c o r r e c t , Sections 5 and 8? 

A. Five and 8. 

Q. Okay, t h a t i s — 

A. — i s c o n s i s t e n t w i t h the ownership i n — e x a c t l y 

the ownership i n Section 9. 

Q. Now, does t h a t include working and r o y a l t y 

i n t e r e s t as well? 

A. Yes. 

Q. To your knowledge, has any other o f f s e t operator 
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expressed any concern about your A p p l i c a t i o n , Mr. Keathly? 

A. No, s i r , I have not heard of any. 

Q. Okay. Now, l e t ' s j u s t go over E x h i b i t Number 11. 

A. Yes, s i r . 

Q. You are going t o re-enter the 78 — 

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

Q. — which looks l i k e i t ' s i n U n i t E? 

A. That's t r u e . 

Q. Okay, and — 

A. And we're going t o d r i l l the Number 81, which i s 

a r e d r i l l of Well Number 45, which i s plugged and 

abandoned. 

Q. Okay, 81. Now, can you please i d e n t i f y t he 

e x i s t i n g w e l l s on t h i s u n i t f o r me? 

A. Okay, i t w i l l be Well Number 47 i n C. 

Q. Okay. 

A. F o r t y - f o u r i n F. 

Q. Okay. 

A. And w e ' l l have Well Number 34. 

Q. T h i r t y - f o u r . 

MR. CARR: I . 

THE WITNESS: I . 

Q. (By Examiner Catanach) Okay. 

A. Well Number 2, i n Unit L e t t e r L. 

Q. Okay. 
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A. F o r t y - s i x . 

Q. Okay. 

A. T h i r t y - t h r e e and 27. Well Number 41 i n M i s 

plugged and abandoned. 

Q. Okay. And again, w i t h regards t o the o f f s e t 

ownership, Raptor owns some acreage i n Sections 7, 8 and 9, 

and t h a t i n t e r e s t i s the same? 

A. That i s e x a c t l y t r u e . 

Q. Okay, again i n t h i s case, has any o f f s e t operator 

expressed any concern? 

A. No, s i r . 

Q. Now, you mentioned something about the — t h i s 

second u n i t , t h i s u n i t on Section 5, o r i g i n a l l y was l a r g e r ; 

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

A. Yes. On the p l a t , I has been carved out. Y o u ' l l 

see the hachmarks. And t h a t i s a Jalmat o i l w e l l l o c a t i o n 

a t the present time. 

Q. That's a Jalmat o i l u n i t ? 

A. Yes. 

Q. I s the r e a w e l l on t h a t u n i t ? 

A. Yes, s i r . 

Q. Okay. And t h a t ' s the only acreage t h a t ' s been 

carved out of t h a t u n i t ? 

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

Q. Okay. And a l l of these o f f s e t operators i n t h i s 
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n i n e - s e c t i o n p l a t — 

A. Every operator was n o t i f i e d . 

EXAMINER CATANACH: Okay, I have no f u r t h e r 

questions. 

Are there other questions of t h i s witness? 

EXAMINATION 

BY MR. BROOKS: 

Q. That o f f s e t o i l l o c a t i o n which was carved out, i s 

t h a t Raptor also? 

A. Yes. 

EXAMINER CATANACH: Okay, t h i s witness may be 

excused. 

MR. CARR: Thank you, Mr. Catanach. At t h i s time 

we would c a l l David Pearcy, P-e-a-r-c-y. 

DAVID B. PEARCY, 

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 re c o r d , please? 

A. David B. Pearcy. 

Q. Where do you reside? 

A. I n Midland, Texas. 

Q. By whom are you employed? 

A. I'm a self-employed g e o l o g i s t . I've been 
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c o n s u l t i n g f o r Raptor f o r about a year and a h a l f . 

Q. Mr. Pearcy, have you p r 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 and had 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. That's c o r r e c t . 

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 s f i l e d i n 

each of these cases on behalf of Raptor? 

A. Yes, I am. 

Q. Have you made a g e o l o g i c a l study of the area 

which i s inv o l v e d i n each of these cases? 

A. Yes. 

Q. And are you prepared t o share the r e s u l t s of t h a t 

work w i t h the O i l Conservation D i v i s i o n ? 

A. Yes, I am. 

MR. CARR: Are Mr. Pearcy'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. Pearcy, l e t ' s f i r s t go t o what 

has been marked Raptor E x h i b i t Number 14, your s t r u c t u r e 

map, and I ' d ask you t o go t o t h i s and review the 

i n f o r m a t i o n on t h i s e x h i b i t f o r Mr. Catanach. 

A. This e x h i b i t i s a s t r u c t u r e map on the top of the 

Yates sand across the two sections t h a t we have i n 

question, Section 5 and 9, and g e n e r a l l y cross a l o t of 

other a d j o i n i n g sections i n t h i s n o r t h e r n p a r t of what we 

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 

39 

c a l l Account 2. 

I want t o p o i n t out on the western side t h a t t he 

s t r u c t u r e dips q u i t e steeply i n t o the Basin, and here i n 

the v i c i n i t y of Sections 5 and 9 we have a g e n t l y 

u n d u l a t i n g surface which i s p r e t t y much s t r u c t u r e l e s s , not 

a whole l o t of other features going on through here, and 

ev e r y t h i n g i n Yates i s p r e t t y much around p l u s 3 00 t o plus 

400 f e e t . 

As you proceed on t o the east, the s t r u c t u r e 

r i s e s again and you get i n t o the Sabka area, where the 

s t r a t i g r a p h y changes q u i t e a b i t . 

Q. As you move l o c a t i o n t o l o c a t i o n , do you f i n d 

s u b s t a n t i a l v a r i a t i o n i n the formation? 

A. Yes, I want t o p o i n t out t h a t w e ' l l be l o o k i n g a t 

an i n t e r v a l here w i t h i n the Yates and the Seven Rivers 

where the sand i n t e r v a l s can be picked out w i t h a p r e t t y 

s t r o n g degree of confidence, but the r e s e r v o i r development 

i n each one of these sands i s q u i t e sporadic. And Mr. 

Lawrence r e f e r r e d t o the word " l e n t i c u l a r " . I ' d l i k e t o 

use t h a t word again t o emphasize t h a t you can never p r e d i c t 

how w e l l an i n d i v i d u a l sand i s going t o be developed i n a 

w e l l - t o - w e l l s t r a t i g r a p h y l i k e t h i s . 

We've found i n many places where you go t o the 

adjacent w e l l , e i t h e r north-south or east-west, and f i n d a 

d r a s t i c a l l y d i f f e r e n t combination of sands, which w i l l lead 
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us t o b e l i e v e t h a t these w e l l s cannot e f f e c t i v e l y d r a i n 

t h i s r e s e r v o i r on anything l i k e a 640-acre spacing, or 

probably even on a 160-, or even an 80-acre spacing i s 

going t o be inadequate t o e f f e c t i v e l y d r a i n t he sands. 

Q. I n c o n s t r u c t i n g t h i s e x h i b i t , what i n f o r m a t i o n 

d i d you u t i l i z e ? 

A. From t h i s -- To co n s t r u c t t h i s e x h i b i t , I looked 

a t many of the logs t h a t we have w i t h i n our own f i l e s , 

other logs t h a t are w i t h i n the l i b r a r y . I n some cases I 

had t o r e s o r t t o other published sources of i n f o r m a t i o n t o 

get s t r u c t u r e p o i n t s where the logs were not a v a i l a b l e . 

Q. Did you prepare isopach maps of the areas of 

i n t e r e s t ? 

A. I attempted t o prepare some isopach maps of the 

area, but was q u i t e d i s s a t i s f i e d w i t h the r e s u l t s . As 

y o u ' l l be seeing from the cross-sections, we're d e a l i n g 

w i t h many d i f f e r e n t kinds of logs, many d i f f e r e n t vintages 

of logs. The number of dens i t y neutrons — modern d e n s i t y 

neutrons i n t h i s area i s j u s t a handful. And so I was l e f t 

w i t h many of the o l d - s t y l e neutron logs, which are 

uncompensated, u n c a l i b r a t e d , d i f f i c u l t t o read, and I j u s t 

was unhappy w i t h the ki n d numbers I would get, which were 

j u s t l i k e a shotgun p a t t e r n . 

So t h a t ' s the reason why I was unable t o 

c o n s t r u c t a net-pay map t h a t I f e l t comfortable w i t h and 
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found i t t o be very s u b j e c t i v e . 

Q. Let's go through each of the w e l l s . Let's s t a r t 

w i t h the State "A" Account 2 Well Number 31, and I d i r e c t 

you t o what's been marked E x h i b i t Number 15. 

A. Yes, t h i s — 

Q. Would you review t h a t f o r Mr. Catanach? 

A. This i s cross-section C-C, which runs i n a 

general north-south d i r e c t i o n , as you might have seen from 

the s t r u c t u r e map i n the area of Section 9. 

The l e f t - h a n d l o g i s the Account 2 Number 63, 

which a p r i o r operator had completed w i t h i n t he Yates-Seven 

Rivers zone. As you see, we had o r i g i n a l l y barred i n j u s t 

w i t h a t o t a l i n t e r v a l showing the p e r f o r a t i o n s t h a t had 

been made w i t h i n the Yates and Seven Rivers zone, and then 

added i n the i n d i v i d u a l p e r f o r a t i o n s . 

This w e l l has approximately 76 holes i n the Yates 

and Seven Rivers sands. I count about 12 i n d i v i d u a l sands 

here t h a t they had opened up. They put a r a t h e r small f r a c 

on t h i s w e l l , and they had an AOF of about 800 MCF a day, 

MCFD, and a cum of about 1.1 BCF, which was p r e t t y good 

r e s u l t s t h e r e f o r 1977, f o r the small f r a c t h a t they used. 

I f we can proceed on t o the middle l o g here, t h i s 

i s t he w e l l t h a t Raptor proposes t o re - e n t e r , the Number 31 

w e l l . This i s an o l d - s t y l e neutron l o g , but I b e l i e v e t h a t 

t h e r e are approximately 15 sands i n the Yates and Seven 
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Rivers i n t e r v a l t h a t need t o be p e r f o r a t e d and w e ' l l 

propose t o put a modern s t y l e f r a c on and should encounter 

s u b s t a n t i a l incremental reserves i n t h i s w e l l . 

As you can see, t h i s w e l l was completed i n the 

Eunice zone, down below, i n 1945, but the w e l l was plugged 

and abandoned i n 1993 wit h o u t t e s t i n g any of these Yates or 

Seven Rivers i n t e r v a l s . 

Q. When you go i n and p e r f o r a t e i n , say, the State 

Account 2 Number 31 w e l l , y o u ' l l be s e l e c t i v e l y p e r f o r a t i n g 

i n d i v i d u a l and i s o l a t e d s t r i n g e r s w i t h i n the Jalmat Gas 

Pool; i s t h a t correct? 

A. That's r i g h t , w e ' l l plan t o make about 20, 25 

holes, and be very s e l e c t i v e about the zones we p e r f o r a t e 

and put a f a i r l y large f r a c on the w e l l . 

Q. And when we look a t t h i s e x h i b i t and t r y t o 

determine e x a c t l y what i n t e r v a l s were p e r f o r a t e d i n the 

o f f s e t t i n g w e l l s , what we have t o do i s look a t the red 

marks t h a t are t o the l e f t of the long, red column t h a t 

would normally i n d i c a t e p e r f o r a t i o n s ? 

A. That's r i g h t . When we had t h i s d r a f t e d up, we 

had j u s t i d e n t i f i e d the o v e r a l l i n t e r v a l of p e r f o r a t i o n s 

but want you t o n o t i c e the red arrows t h a t we've added i n 

t o show the exact p e r f o r a t i o n s , where they were made, and 

want t o d e f i n i t e l y give the impression t h a t t h e r e are 

i n d i v i d u a l zones t h a t were h i t by most of these other 
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operators, and they d i d not blanket the zone w i t h two holes 

per f o o t or anything l i k e t h a t . 

Q. And i f there's no arrow, there's no p e r f o r a t i o n ? 

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

Q. Let's go t o E x h i b i t Number 16, c r o s s - s e c t i o n 

D-D1, the State Account 2 Well Number 52. Would you review 

t h a t , please? 

A. Once again, t h i s i s the area of Section 9, 

another north-south cross-section. The l e f t - h a n d w e l l i s 

one of the older w e l l s t h a t was d r i l l e d by a p r i o r 

operator, completed i n 1952, open hole, w i t h o u t any 

p e r f o r a t i o n s a t a l l . And I b e l i e v e t h i s w e l l d i d not get 

deep enough t o penetrate a t l e a s t f i v e sands which are 

prospe c t i v e i n the area. 

With t h i s open-hole completion they had an IP of 

over 2 m i l l i o n a day, and i t produced over 9 BCF. But 

there's s t i l l s u b s t a n t i a l reserves y e t t o be recovered i n 

the area. 

The Account 2 Number 52 i s the middle l o g , where 

t h e r e had been a Queen completion i n 1961, i n the South 

Eunice Pool, but the w e l l was P-and-A'd i n 1994, and I 

b e l i e v e t h e r e are 16 sands i n t h i s w e l l t h a t w e ' l l be able 

t o again t a r g e t w i t h our s e l e c t i v e p e r f o r a t i n g , and we 

expect t o encounter s u b s t a n t i a l new reserves t h e r e t o o . 

The right-hand log i s an o f f s e t w e l l c u r r e n t l y 
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operated by ARCO Permian, the State "A" 157 Number 4. I t 

would be the south 4 0-acre o f f s e t t o us. And as you can 

see, they made about 12 i n d i v i d u a l holes, which are marked 

w i t h the l i t t l e red arrows there on the borehole column. 

There are seven a d d i t i o n a l sands w i t h i n t he Seven Rivers 

t h a t they d i d not h i t , and t h i s i s k i n d of t y p i c a l of the 

e a r l y work t h a t we saw t h a t Rasmussen had done as w e l l . 

People were n e g l e c t i n g the Seven Rivers zones, although 

t h e r e are a l o t of good sands down through t h e r e . 

ARCO also put a small f r a c on t h e i r w e l l , and 

they have produced about 2.2 BCF since 1972 and are 

c u r r e n t l y making j u s t 41 MCF a day. 

Q. Let's go t o E x h i b i t Number 17 and review the 

g e o l o g i c a l i n f o r m a t i o n on the Account 2 Well Number 78. 

A. Now going up i n t o the Section 5 area, l o o k i n g a t 

the t h i r d recompletion t h a t Raptor intends t o do, on the 

l e f t - h a n d side i s the Account 2 Number 35, o r i g i n a l l y 

completed i n 194 6, i n a stranger of a zone. I t ' s w i t h i n 

the carbonate. You see t h i s lower i n t e r v a l t h a t was 

pe r f o r a t e d , approximately 3 650. They i n i t i a l l y p o t e n t i a l e d 

some o i l , made some gas out of t h a t . And then i n 1958 they 

added some more Yates up the hole, d i d a small f r a c on i t 

but from a l l the records I've found were unable t o gain any 

k i n d of incremental reserves out of t h a t Yates completion. 

This w e l l was P-and-A'd i n 1964. 
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The middle w e l l i s a newer w e l l t h a t Raptor has 

d r i l l e d i n the year 2 000, and they completed t h a t i n the 

South Eunice Pool. You can see the IP t h e r e was f a i r l y 

low. The w e l l has been shut i n and i s j u s t m a r g i n a l l y 

economic r i g h t now. We need t o recomplete t h i s w e l l a l s o 

w i t h i n the Jalmat i n t e r v a l and the Yates and Seven Rivers 

as shown by the arrow on the l e f t side of the l o g . 

On the r i g h t side i s one of the success s t o r i e s 

t h a t Raptor has. This i s a very o l d w e l l , which was 

o r i g i n a l l y d r i l l e d back i n the 194 0s, i t was completed i n 

the lower i n t e r v a l of the Queen, and I had a l i t t l e b i t of 

t e s t i n g w i t h i n some south Eunice zones — I'm s o r r y , w i t h i n 

the lower Seven Rivers, which was unsuccessful. 

And Raptor came i n i n October of 2000, 

recompleted w i t h the holes t h a t are shown on the r i g h t - h a n d 

side of the bar — there are about 2 0 holes — and f r a c ' d 

w i t h 175,000 pounds of sand, an IP of over 500 MCF a day, 

and we're expecting t o have reserves of about .5 BCF out of 

t h i s w e l l . Again, t h i s w e l l was surrounded by other 

producers w i t h i n the Jalmat zone, but i s showing t o us 

again t h a t we have s u b s t a n t i a l incremental reserves here 

t h a t can be recovered even on 4 0-acre spacing. 

Q. Let's go now t o E x h i b i t Number 18, and I ' d ask 

you t o review the i n f o r m a t i o n on the State "A" Account 2 

Well Number 81. 
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A. As we mentioned before, the 81 i s our n e w - d r i l l 

w e l l , and t h a t ' s shown by the borehole p i c t u r e t h e r e on the 

l e f t side of the center log. 

The w e l l on the l e f t - h a n d s i d e , again, shows the 

k i n d of work which had been done by p r i o r operators zeroing 

i n on the Yates sands. This w e l l p e r f o r a t e d about seven 

sands of the a v a i l a b l e 17 sands i n the w e l l , had a small 

f r a c , had an IP of over a m i l l i o n a day and has cum'd about 

1.3 BCF. 

The Account 2 Number 45 i s a w e l l t h a t we would 

l i k e t o re-enter t o do t h i s k i n d of recompletion work, but 

t h i s w e l l was junked and abandoned i n 1992 w i t h p a r t e d 

casing. The Queen had been the only zone t h a t was t e s t e d 

i n t h i s w e l l , and the proposed Number 81 w i l l be 

approximately 50 f e e t n o r t h of the o l d Number 45 w e l l , 

again because we can't use the 45 f o r r e - e n t r y . 

And on the right-hand side, the Account 2 Number 

46 i s another one of the successful r e - e n t r i e s t h a t Raptor 

d i d i n 1999. A f t e r t e s t i n g i n the Seven Rivers and f i n d i n g 

no gas here, again, because of these d i s c o n t i n u i t i e s I've 

been t a l k i n g about, they proceeded up t o the Yates and 

p e r f o r a t e d about the bottom h a l f of the Yates sands, had an 

IP of 500 MCF a day, again a f t e r doing a s e l e c t f i r e w i t h i n 

about s i x sands i n the Yates, and i s expecting an EUR of 

about .4 BCF from t h i s w e l l , again f i n d i n g incremental 
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reserves i n the area which was p r e t t y much surrounded by 

other marginal w e l l s . 

Q. Mr. Pearcy, what conclusions have you been able 

t o reach from your g e o l o g i c a l study of the two-spacing 

u n i t s which are the subject of these cases? 

A. I conclude t h a t the Wells Number 31, 52 and 78 

can be s u c c e s s f u l l y re-entered, and the new Number 81. A l l 

fo u r of these w e l l s are needed t o adequately develop the 

reserves under t h i s acreage. 

I can also conclude t h a t the g e o l o g i c a l 

d i s c o n t i n u i t y w i t h i n the Yates and Seven Rivers sands 

r e s u l t s i n s u b s t a n t i a l v a r i a t i o n s from w e l l t o w e l l and 

t h e r e f o r e allows us a l o t of incremental reserves t h a t we 

can recover by downspacing and recompleting these 

i n d i v i d u a l w e l l s . 

With the c u r r e n t development plan t h a t ' s i n place 

r i g h t now, these sands — many of these sands — have been 

inadequately drained and have j u s t not been produced, and 

we need t o d r i l l a l l the w e l l s on these spacing u n i t s and 

p r o r a t i o n u n i t s i n order t o e f f e c t i v e l y produce the 

reserves. 

Q. W i l l Raptor c a l l an engineering witness t o review 

t h a t p o r t i o n of the case? 

A. Yes. 

Q. Were E x h i b i t s 14 through 18 prepared by you? 
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A. Yes. 

MR. CARR: Mr. Catanach, a t t h i s time we would 

move the admission i n t o evidence of Raptor E x h i b i t s 14 

through 18. 

EXAMINER CATANACH: E x h i b i t s 14 through 18 w i l l 

be admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Pearcy. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Pearcy, what's your experience w i t h r e l a t i o n 

t o t he predominant producing zones i n these pools? I s i t 

the Yates t h a t ' s the predominant? 

A. Again, yes. The Yates has most of the net pay, 

as you can see from a few of these logs, l i k e t h e Number 

78, being a modern l o g , i n through here. And t h e Seven 

Rivers, however, w i l l s t i l l have a l o t of s u b s t a n t i a l pay 

t o i t . 

But again, the Yates i s so discontinuous when you 

look a t these i n d i v i d u a l sands, the r e s e r v o i r development 

from one w e l l t o another v a r i e s a l o t . And t h a t ' s why you 

get s u r p r i s e s , u s u a l l y you get some nice sand packages 

developed where the neighboring w e l l s don't have them. 

Q. Now, you're saying t h a t the sand i s not present 

i n the o f f s e t w e l l s , or t h a t the sand i s not of r e s e r v o i r 
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q u a l i t y ? 

A. I t ' s more the l a t t e r case where you can t r a c e an 

i n t e r v a l t h a t would include t h a t sand, but i t ' s not 

r e s e r v o i r q u a l i t y . And i n many cases, when they looked a t 

t h a t , even based on the o l d logs, they would j u s t overlook 

i t and not bother t o p e r f o r a t e i t , whereas nowadays we 

recognize we may need t o p e r f o r a t e even the zones t h a t 

don't look s u b s t a n t i a l , because g e t t i n g away from the 

we l l b o r e they can be c e r t a i n l y r e s e r v o i r q u a l i t y . 

Q. How do you guys determine which sands t o 

p e r f o r a t e ? 

A. Well, g e n e r a l l y w e ' l l use around 20 holes, as we 

mentioned, and we j u s t t r y and d i s t r i b u t e those through the 

sands t h a t look the most prospective. I n many cases, on 

the new modern logs where we have good d e n s i t y neutron 

s i g n a t u r e across the zones t h a t appear t o be w e l l charged, 

w e ' l l make sure t o h i t those adequately i n order t o get a 

good f r a c , and then w e ' l l d i s t r i b u t e the r e s t of the 20 

holes across the other zones which also look p r o s p e c t i v e . 

Q. And i n these w e l l s where you're going t o 

p e r f o r a t e 17 sands or so, i s i t your o p i n i o n t h a t each of 

those sands w i l l probably c o n t r i b u t e something t o the w e l l ? 

A. Yes. We o f t e n don't know e x a c t l y which sand w i l l 

be g i v i n g us the reserves, but we're q u i t e c o n f i d e n t t h a t 

when you do have 15 or 17 sands i n here, t h a t h i t t i n g each 
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of them w i l l g ive us some major reserves. 

Q. Do you have an estimate as f a r as the 78 w e l l , as 

t o how many sands you might p e r f o r a t e i n t h a t w e l l ? 

A. I have 16 sands i d e n t i f i e d t h a t we want t o h i t i n 

t h i s w e l l . 

Q. Okay. 

A. And i n a d d i t i o n t o t h a t , the T a n s i l zone, which 

i s r i g h t above the Yates, i s also included i n the Jalmat 

Pool. There are a few of the w e l l s , l i k e 78, where we had 

a mud l o g or we had some nice shows, and we may want t o add 

i n some of those zones as w e l l . So a w e l l l i k e 78, t h a t 

could give us something upwards of 16, perhaps 18 d i f f e r e n t 

zones w e ' l l want t o h i t . 

Q. I s the T a n s i l t y p i c a l l y p e r f o r a t e d i n some of 

these wells? 

A. T y p i c a l l y , no, but there are se v e r a l w e l l s l i k e 

t h i s open-hole completion t h a t I showed you where i t i s 

wide open r i g h t now, and operators seem t o be paying more 

a t t e n t i o n t o the T a n s i l at t h i s p o i n t , p a r t i c u l a r l y when 

t h e r e are some good shows, although sands w i l l be poor, 

you're l o o k i n g f o r dolomites t h e r e , and j u s t about a l l our 

development here, we're concerned w i t h sands. 

Q. Have you guys had any experience w i t h water i n 

any of these zones? 

A. Generally, no. There are times when we do get 
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some water, and previous operators have also recovered some 

s u b s t a n t i a l amounts of water and j u s t had t o leave the 

zone. So i t w i l l occur from time t o time, and i t ' s one of 

those t h i n g s which we don't g u i t e have f i g u r e d out y e t . 

There does not seem t o be a w e l l d e f i n e d o i l -

water or gas-water contact across the f i e l d , but 

o c c a s i o n a l l y some w e l l s , e i t h e r because of inadequate 

charging or perhaps because of poor casing i n t e g r i t y , 

cementing jobs, w i l l make a l o t of water. 

Q. As f a r as the Number 81 w e l l , have you estimated 

or can you estimate what you might p e r f o r a t e i n t h a t w e l l ? 

A. We b e l i e v e t h a t ' s going t o be very s i m i l a r t o the 

Number 45. Get the r i g h t c r oss-section here. I've 

i d e n t i f i e d 13 sands from the o l d - s t y l e neutron l o g t h a t we 

have here. I wouldn't be s u r p r i s e d i f we f i n d more than 

t h a t once we get a modern d e n s i t y neutron. And then we 

have the whole i n t e r v a l , the Yates and Seven Rivers, t o 

look a t . 

Q. Now, as f a r as the sand q u a l i t y , t h a t could vary 

from a 4 0-acre t r a c t t o the next 4 0-acre t r a c t ; i s t h a t 

r i g h t ? 

A. Yes, s i r , I c e r t a i n l y want t o s t r e s s t h a t . We've 

seen t h a t time and time again w i t h our redevelopment 

program. 

EXAMINER CATANACH: Okay, I have n o t h i n g f u r t h e r . 
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Any questions? 

Okay, t h i s witness may be excused. 

MR. CARR: Mr. Catanach, a t t h i s time we would 

l i k e t o r e c a l l John Lawrence and would ask t h a t the record 

r e f l e c t t h a t Mr. Lawrence remains under oath and t h a t h i s 

q u a l i f i c a t i o n s have been accepted. 

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

Mr. Lawrence has been p r e v i o u s l y q u a l i f i e d and sworn i n . 

JOHN J. LAWRENCE (Recalled), 

the witness h e r e i n , having been p r e v i o u s l y 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. Mr. Lawrence, you're f a m i l i a r w i t h t he 

A p p l i c a t i o n s f i l e d i n each of the cases which are now 

before the D i v i s i o n f o r hearing? 

A. Yes, I am. 

Q. And have you made an engineering study of the 

area which i s the subject of each of those A p p l i c a t i o n s ? 

A. Yes, I have. 

Q. And you're 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. That i s c o r r e c t . 

Q. Let's take a look a t E x h i b i t s 19, 20, 21 and 22, 

and I ' d ask you t o i d e n t i f y what those are. 
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A. B a s i c a l l y , the e x h i b i t s t h a t you j u s t r e f e r r e d t o 

show a l l of the o f f s e t l o c a t i o n s t o the proposed w e l l t h a t 

we would l i k e t o do the work on. Again, what we do i s go 

back i n and i d e n t i f y what i n t e r v a l s the o f f s e t s are 

c u r r e n t l y producing out of, what k i n d of treatment was done 

on those w e l l s , what the cumulative p r o d u c t i o n t o t a l s from 

the o f f s e t s a c t u a l l y are, and then what the c u r r e n t 

producing r a t e from those w e l l s i s . 

Q. This i s the same approach t h a t you reviewed a few 

minutes ago i n regard t o the Number 127 w e l l ? 

A. That i s c o r r e c t . Every w e l l t h a t we do i n our 

e v a l u a t i o n process, we — i f indeed i t i s an o l d , e x i s t i n g 

w e l l , w e ' l l look a t the log c h a r a c t e r i s t i c s , do a 

g e o l o g i c a l overview of i t , then we t u r n around and go 

perform a review of a l l the o f f s e t l o c a t i o n s t o t h a t 

p a r t i c u l a r w e l l . 

Q. B a s i c a l l y what you're doing i s t a k i n g an 

a r b i t r a r y 4 0-acre spacing u n i t on every 4 0 acres 

surrounding the subject 40 and then l o o k i n g a t the w e l l s on 

those t o evaluate t h e i r performance and t h e i r performance 

h i s t o r y ? 

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

Q. Okay. Let's go t o these e x h i b i t s , and I ' d ask 

you t o go through them and e x p l a i n t o us what they show. 

A. E x h i b i t Number 19 would be f o r the proposed 
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Account 2 Number 31 re-entry/recompletion. C u r r e n t l y t he 

Account 2 Number 31 i s a P-and-A'd wellb o r e . 

When you look a t the o f f s e t s t o t h i s p a r t i c u l a r 

w e l l , again most of the production i s very marginal. You 

have w e l l s t h a t are producing 25, 30 MCF a day. The 

Account 2 Number 3 0 i s an exception t o t h a t , as i s the 

Account 2 Number 40. Those are two w e l l s t h a t Raptor has 

recompleted since we have purchased the acreage. 

Again, you can see the produc t i o n from the o l d 

e x i s t i n g w e l l s i s f a i r l y marginal. We've been able t o come 

back i n and i d e n t i f y a d d i t i o n a l sand zones t h a t we t h i n k 

have p o t e n t i a l . You couple t h a t w i t h the f a c t — you look 

a t the older completions, you have f r a c jobs ranging from 

20,000, 16,000 pounds of sand, 20,000 pounds of sand t o 

3 6,000 pounds of sand, which when you look a t the o v e r a l l 

p r o d u c t i v e i n t e r v a l out of t h a t w e l l , you're g e t t i n g very 

l i t t l e s t i m u l a t i o n out t o the r e s e r v o i r . 

That's one of the reasons t h a t we t h i n k t h a t 

t h e r e are a d d i t i o n a l reserves t o be recovered by enhancing 

the s t i m u l a t i o n t h a t we're c u r r e n t l y doing and then also 

p i c k i n g up and c o l l e c t i n g these other i n t e r v a l s t h a t were 

not completed i n the o f f s e t s . 

Q. Let's go t o E x h i b i t Number 20. Review the 

i n f o r m a t i o n on the State Account 2 Number 52 w e l l . 

A. Again, t h i s shows a l l the o f f s e t s l o c a t e d t o us. 
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I n t h i s p a r t i c u l a r e x h i b i t you can see t h e r e are a couple 

of w e l l s here t h a t have a b s o l u t e l y nothing completed w i t h i n 

the Seven Rivers i n t e r v a l . Production on the Number 48 was 

a w e l l t h a t was done by Raptor. 

The other w e l l s i n the immediate area t h a t are 

Raptor-operated are f a i r l y marginal-type w e l l s , and then 

the o f f s e t operators, o f f s e t w e l l s t h a t ARCO operates, are 

t y p i c a l l y f a i r l y marginal-type w e l l s . And again, t h e r e i s 

a tremendous v a r i a t i o n as t o how those o f f s e t s were 

completed t o — a n a t u r a l s t i m u l a t i o n t o a very small f r a c . 

T y p i c a l of the completions t h a t we're using, we're using 

175,000 t o 190,000 pounds of sand on our new completion 

procedures. 

Q. A l l r i g h t , l e t ' s go t o the State Account 2 Number 

78 w e l l , E x h i b i t Number 21. 

A. E x h i b i t Number 21 i s f o r the Account 2 Number 78 

w e l l . Again, very l i t t l e associated o f f s e t p r o d u c t i o n t o 

t h i s p a r t i c u l a r w e l l . The only w e l l t h a t has s i g n i f i c a n t 

reserves being produced would be the Account 2 Well Number 

2 i n 5L, c u r r e n t l y producing at a r a t e of 196 MCF a day. 

A l l the other o f f s e t s are e i t h e r TA'd, P-and-A'd or very 

marginal producers r i g h t now. 

Again, on t h i s p a r t i c u l a r e x h i b i t you can see a 

number of the w e l l s here were j u s t producing out of the 

Yates where the Seven Rivers was completely bypassed. 
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Again, tremendous d i f f e r e n c e or discrepancies as t o the 

completion procedure and treatment t h a t was performed on 

those w e l l . A f r a c w i t h 20,000 pounds of sand i s a very, 

very small s t i m u l a t i o n treatment, c o n s i d e r i n g the net pay 

i n t e r v a l t h a t you're t r y i n g t o complete i n here. 

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

22, and I ' d ask you t o review the i n f o r m a t i o n on the State 

Account 2 Well Number 81. 

A. Well Number 81, there i s some s u b s t a n t i a l 

p r o d u c t i o n o f f s e t t i n g t h a t p a r t i c u l a r w e l l . Again, t h a t 

p r o d u c t i o n comes from w e l l s t h a t Raptor has done here over 

the l a s t year and a h a l f , two years. A l l these w e l l s i n 

t h i s p a r t i c u l a r area were e i t h e r TA'd, i n a c t i v e or marginal 

Queen producers a t the time. 

And by coming back i n , i d e n t i f y i n g through 

s e l e c t i v e p e r f o r a t i o n s the zones t h a t we t h i n k have 

s i g n i f i c a n t p o t e n t i a l and p u t t i n g a newer completion on 

those w e l l s , we have been able t o develop s i g n i f i c a n t 

reserves t h a t would have been bypassed or never produced, 

had we not come back i n on t h i s d e n s i t y and done the work 

t h a t we have performed on the property. 

Q. I n your o p i n i o n , w i l l the reserves t h a t w i l l be 

obtained by the e i t h e r recompletion or d r i l l i n g of the fo u r 

s u b j e c t w e l l s , w i l l these be incremental reserves? 

A. Yes, they w i l l be incremental reserves. 
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Q. Mr. Lawrence, many of the l o c a t i o n s f o r w e l l s i n 

the redevelopment program of Raptor and others are a t 

unorthodox l o c a t i o n s . Can you e x p l a i n the reasoning or the 

f a c t o r s t h a t d i c t a t e these loca t i o n s ? 

A. B a s i c a l l y , the work t h a t Raptor i s p r e s e n t l y 

doing, t h e r e i s approximately 1320 f e e t i n between each 

p a r t i c u l a r l o c a t i o n t h a t we're working w i t h r i g h t now. 

Locations are also d i c t a t e d by geologic f a c t o r s t h a t I 

t h i n k Mr. Pearcy has i d e n t i f i e d and the nature of the 

r e s e r v o i r . 

We r e c e n t l y d r i l l e d two i n f i l l w e l l s t h a t are 

b a s i c a l l y o f f s e t s t o each other. One of the w e l l s had 

approximately 100 net f e e t of pay i n the Yates, th e other 

w e l l had 17 net f e e t of pay i n the Yates, and those are 

o f f s e t 40 l o c a t i o n s t o each other. 

So again, I t h i n k there i s a tremendous 

d i f f e r e n c e i n what you see on 40-acre u n i t s w i t h i n the 

r e s e r v o i r , and the more work t h a t we have done out t h e r e , I 

t h i n k , i t ' s been very conclusive as t o i d e n t i f y i n g the 

l e n t i c u l a r nature of the r e s e r v o i r , the sands and the 

development of those sands, and then t a k i n g i n t o 

c o n s i d e r a t i o n too how the older w e l l s were h i s t o r i c a l l y 

t r e a t e d , t h a t t h e r e are a l o t of reserves s t i l l l e f t i n the 

r e s e r v o i r . 

Q. I n your op i n i o n , i f these w e l l s are not d r i l l e d , 
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w i l l reserves be l e f t i n the ground, thereby causing waste? 

A. Yes. 

Q. I n your opinion, are each of these w e l l s 

necessary t o produce the remaining reserves under these two 

spacing u n i t s i n the Jalmat Gas Pool? 

A. Yes, t h a t i s the case. 

Q. W i l l approval of t h i s A p p l i c a t i o n a f f o r d Raptor 

Resources, I n c . , the o p p o r t u n i t y t o e f f i c i e n t l y and 

economically d r a i n each of the subject p r o r a t i o n u n i t s , 

thereby preventing waste and p r o t e c t i n g c o r r e l a t i v e r i g h t s ? 

A. Yes, we be l i e v e t h a t ' s the case. We b e l i e v e t h a t 

w i t h the success t h a t Raptor has had, t y i n g t h a t back t o 

the success t h a t the previous operator has had, t h a t t h e r e 

i s no evidence of accelerated production based on these 

i n f i l l l o c a t i o n s and t h a t these are indeed incremental 

reserves t h a t we are producing out of the r e s e r v o i r . When 

you go back i n and you look a t the h i s t o r i c a l p r o d u c t i o n 

curve of the property, these reserves, had the work not 

been done, would never have been produced. 

Q. Were Raptor E x h i b i t s 19 through 22 prepared by 

you? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Catanach, I would 

move the admission i n t o evidence of Raptor Resources 

E x h i b i t s 19 through 22. 
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EXAMINER CATANACH: E x h i b i t s 19 through 22 w i l l 

be admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Lawrence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Lawrence, your new d r i l l , the Well Number 81, 

i s t h a t an unorthodox l o c a t i o n f o r t h i s pool? I t ' s 

a d v e r t i s e d as such. 

A. I be l i e v e i t i s . 

Q. And the reason t h a t t h a t i s unorthodox — or the 

reason you want t o d r i l l a t t h a t l o c a t i o n i s based on what 

f a c t o r s ? 

A. Well, t h a t p a r t i c u l a r wellbore was an o l d Queen 

we l l b o r e , i t ' s not re-enterable, and so what we d i d was 

come i n , and we're j u s t going t o o f f s e t t h a t o l d e x i s t i n g 

w e l l b o r e t o have access t o the Yates and Seven Rivers. 

Q. Okay, i s t h a t b a s i c a l l y because there's not a 

wel l b o r e on t h a t 40-acre t r a c t a t t h i s time? 

A. That you — yeah, the e x i s t i n g w e l l b o r e i s 

P-and-A'd, and i t ' s not r e - e n t e r a b l e . 

Q. Okay. On your E x h i b i t Number 22 f o r the — Let's 

see, t h i s would be f o r the 81 w e l l , r i g h t ? 

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

Q. Okay, I n o t i c e the Well Number 34, i s t h a t 
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c u r r e n t l y a Raptor well? 

A. Yes, i t i s . 

Q. And t h a t ' s producing 63 3 MCF per day? 

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

Q. I'm curious, have you done a drainage area on 

t h a t w e l l t o see what t h a t t h i n g ' s d r a i n i n g ? 

A. I don't remember i n p a r t i c u l a r t o the 34 i f we 

have. We have looked a t a number of the w e l l s , but 

s p e c i f i c t o t h a t one, I can't answer t h a t q u e s t i o n , I don't 

know. 

Q. So you can't t e l l me whether or not t h a t ' s 

d r a i n i n g more than 40 acres? 

A. I ' d have t o go back and look. I t ' s something I 

don't have access t o now, and I can't remember offhand. We 

have done t h a t on a s i g n i f i c a n t number of w e l l s , but t h a t 

one I j u s t can't remember. 

Q. But i t ' s your opinion t h a t t h a t w e l l w i l l not 

s u f f i c i e n t l y d r a i n your acreage t h a t you're proposing t o 

l o c a t e the new w e l l on? 

A. I don't t h i n k there's any question of t h a t , 

because you don't see — With the other w e l l s i n t h i s 

immediate area, there has been no s i g n i f i c a n t d e c l i n e or 

a l t e r a t i o n i n the production which t h a t , you know, those 

are indeed incremental reserves. 

The s t i m u l a t i o n t h a t we're doing i s f a i r l y 
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l i m i t e d i n nature. You know, we're only f r a c * i n g out i n 

the r e s e r v o i r what we t h i n k -- d r a i n a couple hundred f e e t 

from the wellbore, 200 t o 300 f e e t . And when the w e l l s are 

approximately 13 00 f e e t apart, we f e e l t h a t we are d r a i n i n g 

a f a i r l y small area. 

Q. Okay, can I get you t o submit another e x h i b i t 

t h a t shows each w e l l on each of the p r o r a t i o n u n i t s and 

what i t s c u r r e n t r a t e i s and — k i n d of the same 

i n f o r m a t i o n you've got on these — 

A. Uh-huh. 

Q. — except w i t h j u s t the w e l l s on each of the 

p r o r a t i o n u n i t s ? 

A. Sure. 

Q. Because I ' d l i k e t o see what those w e l l s are 

producing? 

A. Sure, c u r r e n t r a t e . 

EXAMINER CATANACH: Yeah, b a s i c a l l y t he 

i n f o r m a t i o n you've got on here, but j u s t f o r the w e l l s on 

the p r o r a t i o n u n i t , on each of the p r o r a t i o n u n i t s . 

Okay, we have no f u r t h e r questions of t h i s 

witness, Mr. Carr. 

MR. CARR: Thank you, Mr. Catanach, t h a t 

concludes our pr e s e n t a t i o n i n t h i s case. 

I would request t h a t Case 12,678 be continued and 

re a d v e r t i s e d f o r the July 12th Examiner Hearing. 
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EXAMINER CATANACH: Okay, Mr. Carr, Case 12,678 

w i l l be continued t o the Ju l y 12th meeting. 

MR. CARR: And we w i l l provide an amended order 

-- or A p p l i c a t i o n , and l e g a l advertisement. 

EXAMINER CATANACH: Okay, and Case 12,679 w i l l be 

taken under advisement at t h i s time. 

Let's take a 15-minute break here. 

(Thereupon, these proceedings were concluded a t 

9:48 a.m.) 
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