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

9:22 a.m.: 

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

12,940, the A p p l i c a t i o n of Mewbourne O i l Company f o r pool 

c r e a t i o n and s p e c i a l pool r u l e s , Eddy County, New Mexico. 

C a l l f o r appearances. 

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

rep r e s e n t i n g the Applicant. I have th r e e witnesses. 

MR. FELDEWERT: Mr. Examiner, Michael Feldewert 

w i t h the law f i r m of Holland and Hart here i n Santa Fe. 

I'm here on behalf of Gruy Petroleum Management Company and 

the Harvey E. Yates Company. 

I have no witnesses here today, I j u s t have a 

b r i e f opening statement. 

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

MR. CARR: Mr. Examiner, I'm W i l l i a m F. Carr, 

also w i t h Holland and Hart, and the record should also 

r e f l e c t our f i r m ' s appearance i n t h i s matter f o r OXY USA, 

Inc . , and OXY USA WTP, LP. 

EXAMINER CATANACH: I'm so r r y , W- what? 

MR. CARR: -TP, LP. 

EXAMINER CATANACH: Do you know what t h a t stands 

f o r ? 

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

EXAMINER CATANACH: Any other appearances? 

STEVEN T. BRENNER, CCR 
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Okay, w i l l the witnesses please stand t o be sworn 

in? 

(Thereupon, the witnesses were sworn.) 

EXAMINER CATANACH: Mr. Feldewert, would you 

please give us your opening statement? 

MR. FELDEWERT: Thank you, Mr. Catanach. 

Mewbourne*s new Strawn w e l l i s lo c a t e d i n the 

northwest q u a r t e r of Section 8. Gruy operates a d e c l i n i n g 

Bone Spring w e l l i n the east h a l f of Section 5, which i s 

d i r e c t l y n o r t h of Mewbourne1s w e l l . They b e l i e v e t h a t the 

Strawn r e e f t h a t Mewbourne has encountered may w e l l e x i s t 

i n t h e i r — or does e x i s t i n t h e i r d e c l i n i n g Bone Springs 

w e l l . 

They hope t o recomplete t h a t Bone Springs w e l l i n 

the near f u t u r e i n t h i s Strawn r e e f , however t h e y ' r e not 

y e t i n a p o s i t i o n t o recomplete t h a t w e l l and p r o t e c t i t s 

c o r r e l a t i v e r i g h t s . They have a concern about the 4 000 GOR 

t h a t has been requested by Mewbourne, which i s t w i c e what's 

allowed by the statewide r u l e s . 

Heyco also has an i n t e r e s t i n the west h a l f of 

Section 5. They also operate the west h a l f of Section 5. 

They have the same concern. 

Neither p a r t y has had the o p p o r t u n i t y t o study 

Mewbourne's r e s e r v o i r i n f o r m a t i o n t o determine i f , indeed, 

t h e r e i s a concern w i t h t h e i r request f o r a 4 00 0 GOR. They 

STEVEN T. BRENNER, CCR 
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were not able to have a reservoir engineer here available 

f o r today's hearing. 

I spoke w i t h Mr. Bruce about t h i s matter, and he 

was k i n d enough yesterday t o provide me w i t h t h e i r 

e x h i b i t s . I inte n d t o forward them t o both Gruy and Heyco, 

and they w i l l proceed accordingly. 

EXAMINER CATANACH: Okay. Again, Mr. Feldewert, 

Gruy's i n t e r e s t l i e s i n Section 5? 

MR. FELDEWERT: I t would be the east h a l f of 

Section 5, I be l i e v e , d i r e c t l y n o r t h . Yeah. 

EXAMINER CATANACH: Okay, and the Heyco i n t e r e s t 

i s — 

MR. FELDEWERT: Heyco has an i n t e r e s t i n the 

w e l l s located on the east h a l f of Section 5, but they're 

the operator i n the west h a l f of Section 5. 

EXAMINER CATANACH: Okay, so a t t h i s p o i n t 

n e i t h e r Heyco nor Gruy i s opposing the A p p l i c a t i o n but has 

concerns about the GOR — 

MR. FELDEWERT: Correct. 

EXAMINER CATANACH: — i s t h a t what you're 

saying? 

MR. FELDEWERT: Correct. 

EXAMINER CATANACH: Okay. Thank you, Mr. 

Feldewert. 

Mr. Bruce? 

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

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

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

residence f o r the record? 

A. Steve Cobb, Midland, Texas. 

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

A. Mewbourne O i l Company as a petroleum landman. 

Q. Have you pr 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. 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. 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 A p p l ication? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I tender Mr. Cobb as an 

expert petroleum landman. 

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

Q. (By Mr. Bruce) Mr. Cobb, would you b r i e f l y 

describe what Mewbourne seeks i n t h i s case? 

A. Mewbourne seeks t o create a new Strawn o i l pool 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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i n the northeast quarter of Section 8, Township 18 South, 

Range 31 East, t o be c a l l e d the North Shugart-Strawn Pool. 

Q. What i s E x h i b i t 1? 

A. E x h i b i t 1 i s a land p l a t of Section 8, showing 

the deep w e l l s i n the Section. Both the Fren "8" 2 and "8" 

Number 3 w e l l s have been completed i n the Strawn formation. 

Q. And w i l l your next witness discuss these w e l l s i n 

more d e t a i l ? 

A. Yes, he w i l l . 

Q. What s p e c i a l r u l e s does Mewbourne seek f o r the 

pool? 

A. We request 160-acre spacing, an allowable of 1120 

b a r r e l s of o i l per day, and a g a s - o i l r a t i o of 4000 t o 1. 

Q. What well-setback requirements does Mewbourne 

request? 

A. We request the standard 660 f e e t from a qua r t e r 

s e c t i o n l i n e and 330 f e e t from a q u a r t e r - q u a r t e r s e c t i o n 

l i n e . 

Q. R e f e r r i n g again t o E x h i b i t 1, what i s the mineral 

ownership of the northeast quarter of Section 8? 

A. The e n t i r e quarter s e c t i o n i s covered by Federal 

Lease Number NM-3343 7, which has common r o y a l t y and 

o v e r r i d i n g r o y a l t y ownership. 

Q. What about the working i n t e r e s t ownership? 

A. The east h a l f of Section 8 i s governed by a j o i n t 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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working i n t e r e s t owners. So a l l the working i n t e r e s t 

owners i n the east h a l f of Section 8 own an i n t e r e s t i n the 

northeast quarter below the base of the Strawn f o r m a t i o n . 

Q. Below the base of the Bone Springs? 

A. I'm s o r r y , the Bone Spring formation, t h a t ' s 

c o r r e c t . 

Q. What i s E x h i b i t 2? 

A. E x h i b i t 2 i s a land p l a t of the surrounding 

sections around Section 8. 

Q. Are there any Strawn pools w i t h i n a m i l e of the 

northeast quarter of Section 8? 

A. No, there are not. However, th e r e are a number 

of Morrow w e l l s w i t h i n a m i l e , and the Morrow w e l l u n i t s 

are i n d i c a t e d i n yellow on t h i s e x h i b i t . 

Q. And the operator of each of those Morrow w e l l 

u n i t s i s h i g h l i g h t e d i n blue? 

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

Q. Was n o t i c e of t h i s case given t o the Morrow w e l l 

operators? 

A. Yes, a l l Morrow w e l l operators were given n o t i c e , 

although i t was our understanding they — we d i d n ' t have t o 

by OCD Rules, but we d i d j u s t i n case they had any Strawn 

p o t e n t i a l i n t h e i r deep w e l l s . 

Q. And i s E x h i b i t 3 a copy of the a f f i d a v i t of 

STEVEN T. BRENNER, CCR 
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notice regarding notice to the offsets, other than 

Anadarko? 

A. Yes, i t i s . 

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

A. E x h i b i t 4 l i s t s a l l the i n t e r e s t owners i n the 

northeast q u a r t e r of Section 8. 

Q. And t h a t would be the r o y a l t y , o v e r r i d i n g r o y a l t y 

and working i n t e r e s t owners? 

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

Q. Okay. And one item: Anadarko does own an 

i n t e r e s t i n your w e l l , so i t was n o t i f i e d as an i n t e r e s t 

owner r a t h e r than — 

A. Right — 

Q. — an o f f s e t owner? 

A. — t h a t ' s c o r r e c t . 

Q. And i s E x h i b i t 5 my a f f i d a v i t of n o t i c e t o the 

i n t e r e s t owners i n the northeast quarter of Section 8? 

A. Yes, i t i s . 

Q. Were E x h i b i t s 1 through 5 prepared by you or 

under your sup e r v i s i o n , or compiled from company business 

records? 

A. Yes, they were. 

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

Mewbourne'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 prevention of waste? 

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

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

of Mewbourne E x h i b i t s 1 through 5. 

EXAMINER CATANACH: E x h i b i t s 1 through 5 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Cobb, the east h a l f of Section 8, you s a i d , 

was covered by — I'm so r r y , i s a l l of Section 8 covered by 

t h a t f e d e r a l lease, NM-33437? 

A. A l l of — No, the n o r t h h a l f i s . The n o r t h h a l f 

of the southeast quarter i s covered by Federal Lease Number 

NMLC-029393-A. The south h a l f of the southeast q u a r t e r i s 

Federal Lease Number NMLC-070133. 

MR. BRUCE: Mr. Examiner, i f I can i n t e r r u p t Mr. 

Cobb, t h a t lease t h a t covers the n o r t h h a l f of the 

southeast also covers the southwest, does i t not? 

THE WITNESS: Right. 

MR. BRUCE: So — 

Q. (By Examiner Catanach) Okay. So w i t h i n Section 

8 there's t h r e e d i f f e r e n t f e d e r a l leases? 

A. Right, c o r r e c t . 

Q. Okay. And w i t h i n the east h a l f of Section 8 

th e r e i s a JOA — 

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

STEVEN T. BRENNER, CCR 
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Q. — f o r anything below the base of the Bone 

Spring? 

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

Q. Which would cover the Strawn i n t e r v a l i n 

question? 

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

Q. Okay. And am I c o r r e c t i n understanding — 

There's two w e l l s . Both of the w e l l s have been d r i l l e d t o 

the Strawn, i s t h a t — 

A. Have been d r i l l e d t o the Strawn? 

Q. There's two w e l l s , the Number 2 and the 3? 

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

Q. Both of them are Strawn wells? 

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

MR. BRUCE: Yeah, Strawn. 

THE WITNESS: They're Strawn — Yeah, t h a t ' s 

r i g h t . 

EXAMINER CATANACH: Okay. 

MR. BRUCE: Our next witness w i l l describe — The 

Number 2 w e l l was o r i g i n a l l y a Morrow w e l l , Mr. Examiner. 

Q. (By Examiner Catanach) So at t h i s time you're 

only seeking the c r e a t i o n of a pool comprising the 

northeast quarter of Section 8? 

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

Q. Why doesn't t h a t include the w e l l i n the 

STEVEN T. BRENNER, CCR 
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southwest quarter? 

A. Why does i t include the well? 

Q. I s t h a t — I guess I'm j u s t confused. That 

wouldn't include the w e l l i n the southwest q u a r t e r , the 

Number 3 w e l l , i n your new pool designation? 

A. Southwest — 

Q. Yes — 

A. We don't have a w e l l i n the southwest. 

EXAMINER CATANACH: I'm confused here. 

MR. BRUCE: The Number 2 and Number 3 are both i n 

the northeast quarter of Section 8. 

EXAMINER CATANACH: Okay, I got you. So i n your 

proposed r u l e s , you wouldn't have any r e s t r i c t i o n s on the 

number of w e l l s d r i l l e d ? I t would be — 

MR. BRUCE: I t would be statewide? 

EXAMINER CATANACH: — statewide? Okay. 

Q. (By Examiner Catanach) Mr. Cobb, have any of 

your i n t e r e s t owners expressed any concern over your 

A p p l i c a t i o n , as f a r as you know? 

A. No, they have not. 

Q. And as f a r as you know, other than the GOR, Heyco 

and Gruy haven't expressed any other — 

A. Right. 

Q. — concerns t o you? 

A. Not t h a t I know of. 

STEVEN T. BRENNER, CCR 
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Q. Okay. The proposed o i l allowable, i s t h a t j u s t 

— Do you know i f t h a t ' s based on depth bracket allowable? 

A. I'm not sure. 

MR. BRUCE: Mr. Examiner, our engineer can 

discuss i t , but i t ' s b a s i c a l l y the same allowable t h a t was 

granted t o EOG Resources f o r i t s Cedar Lake-Strawn Pool, 

which i s f u r t h e r t o the no r t h , which they w i l l t e s t i f y 

about. 

EXAMINER CATANACH: Okay. 

MR. BRUCE: And i t ' s less than i f you took the 

3 00 — i f you took the — I t h i n k the 4 0-acre depth bracket 

allowable i s 320 b a r r e l s a day, so i t would be less than 

f o u r times t h a t number. 

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

questions of t h i s witness. 

I'm s o r r y , Mr. Feldewert, d i d you have any 

questions? 

MR. FELDEWERT: No, thank you. 

MR. BRUCE: C a l l Mr. Nelson t o the stand. 

RALPH L. NELSON, 

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 f o r the record? 

STEVEN T. BRENNER, CCR 
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A. Ralph Nelson. 

Q. Where do you reside? 

A. Midland, Texas. 

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

A. Mewbourne O i l Company as a 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 the D i v i s i o n 

as a ge o l o g i s t ? 

A. 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. 

Q. And are you f a m i l i a r w i t h the Strawn geology 

i n v o l v e d i n t h i s A p p l ication? 

A. I am. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. Nelson 

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

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

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

E x h i b i t 6 and discuss the Strawn pools i n the area t h a t 

we're l o o k i n g at? 

A. E x h i b i t 6 i s an area pool map showing the Strawn 

pools i n and around the proposed North Shugart-Strawn. On 

the map you see t h a t the Cedar Lake Reef f i e l d , as i t ' s 

c a l l e d , i s an EOG recent discovery w i t h s p e c i a l pool r u l e s . 

Then you have the Cedar Lake North f i e l d , two w e l l s on 40-
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acre spacing; the Cedar Lake-Strawn Pool on 160-acre 

spacing; the Mesquite Pool, one w e l l , 40-acre spacing; down 

t o the southeast i s the Lusk-Strawn, a lar g e Strawn pool on 

160-acre spacing. 

Q. So most of the Strawn pools i n t h i s area do have 

160-acre spacing? 

A. They do. Also shown on t h i s map i s a l i n e of 

cr o s s - s e c t i o n , and also a l l w e l l s shown here are Strawn 

p e n e t r a t i o n s or deeper. 

Q. So t h i s omits a l l the numerous shallow w e l l s i n 

t h i s — 

A. I t does, yes. 

Q. Okay. Would you move on t o your c r o s s - s e c t i o n 

and discuss the Strawn w e l l s i n t h i s area? 

A. On the cross-section, which i s hung on the base 

of the Strawn, the lower Strawn marker, the f i r s t one on 

the c r o s s - s e c t i o n i s the EOG w e l l which I spoke o f , the Oak 

Lake "25" Federal Com, a Strawn mound w e l l w i t h about 300 

f e e t of buildup. I t was completed i n March of 2001, 

p o t e n t i a l e d a t f l o w i n g 900 b a r r e l s of o i l a day. 

The second w e l l i s the Mewbourne State "CE" w e l l 

d r i l l e d i n Section 2 of 18-3 0, completed i n a t h i n Strawn 

i n t e r v a l , completed i n August of 1991. 

The t h i r d w e l l i s the f i r s t w e l l t h a t Mewbourne 

d r i l l e d i n Section 8, completed as a Morrow w e l l where i t 
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s t i l l is currently producing. The well was completed in 

March of 2 000. 

The f o u r t h w e l l i s the Number 3 Fren "8" Federal 

Com, d r i l l e d r e c e n t l y , s t i l l f l o w - t e s t i n g . I t encountered 

over 500 f e e t of mound. 

The f o u r t h w e l l i s the Fren "8" Number 2 Federal 

Com, d r i l l e d as a Morrow w e l l , completed as a Morrow w e l l . 

I t has now been plugged back t e m p o r a r i l y and i s f l o w 

t e s t i n g i n the Strawn. 

The s i x t h w e l l i s the Anadarko w e l l l o c a t e d i n 

Section 4, completed as a w e l l and r e a l l y has no Strawn 

development i n i t . 

The l a s t w e l l , the Pennzoil w e l l , i s the one-well 

Mesquite-Strawn Pool and completed i n a t h i n Strawn 

p o r o s i t y s t r i n g e r , completed back i n 1967. 

Q. Okay. 

A. Also on the cross-section i s marked a 2-percent 

p o r o s i t y c u t o f f , which w i l l be discussed by our engineer 

l a t e r . That was a c u t o f f used by EOG i n t h e i r r e s e r v o i r 

study. 

Q. I n lo o k i n g a t t h i s e x h i b i t , i s the Strawn i n your 

two w e l l s — i t i s a mound, r a t h e r than an i s o l a t e d 

p o r o s i t y development; i s t h a t not corre c t ? 

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

Q. And i n lo o k i n g a t the three Mewbourne w e l l s — 
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excuse me, the three Mewbourne Fren "8" w e l l s on here, 

could you j u s t described the order i n which they were 

d r i l l e d f o r the Examiner, and completed? 

A. Again, the Number 1 was completed i n March of 

2000 as a Morrow w e l l . The Number 2 was completed i n 

August of 2 001 as a Morrow w e l l . And the Number 3 was 

d r i l l e d as a Strawn-Atoka t e s t and completed as a Strawn 

w e l l . At the time t h a t t h a t w e l l was d r i l l e d , the Number 2 

was s t i l l a producing Morrow w e l l . 

Q. Now, looking a t the cross - s e c t i o n , i s t h i s new 

pool g e o l o g i c a l l y s i m i l a r or even b e t t e r t o EOG1s Cedar 

Lake Reef well? 

A. I n terms of mound buildup, we're q u i t e a b i t 

t h i c k e r than the EOG w e l l . Porositywise, the Mewbourne 

Number 2 w e l l has s i g n i f i c a n t l y b e t t e r p o r o s i t y 

development. Our Number 3 w e l l , however, i s s i m i l a r t o and 

made perhaps not q u i t e as good as the EOG w e l l . 

Q. Okay. Looking a t t h i s map, i s the new pool 

g e o l o g i c a l l y separated from the other Strawn pools i n t h i s 

area? 

A. Yes, i t i s . 

Q. Okay, l e t ' s move on t o your next e x h i b i t , Mr. 

Nelson, your s t r u c t u r e map. Could you j u s t b r i e f l y discuss 

t h a t f o r the Examiner? 

A. The s t r u c t u r e map i s on the top of the Strawn. 
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I t includes a l l the structure points from the surrounding 

Strawn w e l l s from — which are mostly Morrow completions. 

They're i n the northeast quarter of Section 8. 

You see the s u b s t a n t i a l l y higher s t r u c t u r e p o i n t s 

i n the Number 2 and the Number 3 w e l l s , as compared t o the 

surrounding w e l l s . 

Q. And why don't you f i n a l l y move on t o your 

isopach, please, E x h i b i t 9? 

A. The isopach map i s a gross isopach of the Strawn 

lime. I t has an o v e r a l l s i m i l a r shape as t o the s t r u c t u r e 

map, and i t ' s my i n t e r p r e t a t i o n t h a t i s caused by the 

Strawn mounding i n the Number 2 and Number 3 w e l l s . 

Q. Okay. Were E x h i b i t s 6 through 9 prepared by you? 

A. Yes. 

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

Mewbourne*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 prevention of waste? 

A. Yes. 

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

of Mewbourne 

EXAMINER CATANACH: E x h i b i t s 6 through 9 w i l l be 

admitted as evidence. 

MR. BRUCE: And t h a t ' s a l l I have of Mr. Nelson, 

unless you'd l i k e him t o discuss the West Lovington-Strawn 

Pool f o r a while? 
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EXAMINER CATANACH: No. 

(Laughter) 

THE WITNESS: Good. 

EXAMINER CATANACH: Mr. Feldewert, do you have 

any questions? 

MR. FELDEWERT: I do not, thank you. 

EXAMINER CATANACH: Okay. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Nelson, w i t h regards t o your isopach map, are 

those c o n t r o l p o i n t s t o the west, south and the east, and 

t o the n o r t h — d i d you use those t o i d e n t i f y the l i m i t s of 

the r e s e r v o i r ? 

A. Yes, I d i d . 

Q. Okay, so t h a t would be the Number 4 w e l l down t o 

the south? 

A. Yes. 

Q. Now, d i d t h a t have any buildup i n t h a t w ell? 

A. The Number 4 w e l l was d r i l l e d t o the Morrow, 

r e c e n t l y TD'd. We have not s t a r t e d completion y e t , and we 

w i l l s t a r t f i r s t i n the Morrow. 

As t o the Strawn, i t d i d n ' t r e a l l y have any 

build u p . However, there was a p o r o s i t y zone i d e n t i f i e d 

w i t h o i l and gas shows t h a t may be pro d u c t i v e . 

Q. So would t h a t be p a r t of t h i s same Strawn buildup 
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here we're t a l k i n g about? 

A. I t h i n k probably the w e l l i s more associated w i t h 

d e b r i s o f f the mound i t s e l f . 

Q. Okay. Now, the w e l l t o the west, the Number — I 

t h i n k t h a t ' s Number 1; i s t h a t r i g h t ? 

A. Yes, yes. 

Q. And t h a t had what, 163, you're c a l l i n g i t ? 

A. Yes. And t h a t w e l l also has a s i m i l a r t i g h t zone 

i n i t , i n the Strawn, w i t h a l i t t l e b i t of p o r o s i t y and 

hydrocarbon shows, we f e e l might be very close t o the edge 

of the r e s e r v o i r . 

Q. Okay. The w e l l t o the n o r t h , the Gruy Petroleum 

Magnum 5 Federal Number 2, I bel i e v e t h a t is? 

A. Yes. 

Q. You show t h a t w i t h 431 f e e t . I s t h a t p o t e n t i a l l y 

p r o d u c t i v e from t h i s Strawn i n t e r v a l ? 

A. Probably so. 

Q. And the w e l l t o the east i n Section 9, i s the r e 

any chance t h a t could be productive? 

A. I don't t h i n k so. Unlike our Number 4 and our 

Number 1, there d i d n ' t seem t o be any d r i l l i n g breaks or 

shows i n the Strawn i n t e r v a l there. 

Q. So you guys f e e l l i k e you have a p r e t t y good 

handle on the l o c a t i o n and extent of t h i s buildup? 

A. Yes, we do. 
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Q. Most of i t is — or at least the thicker portion 

i s centered i n the northeast quarter of Section 8? 

A. Yes. 

Q. Now, l e t ' s see, Your w e l l s would s t i l l be a 

l i t t l e s t r u c t u r a l l y higher t o Gruy's w e l l i n Section 5; i s 

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

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

Q. Okay. So of the Number 3 and the 2 w e l l , the 3 

i s going t o be the b e t t e r w e l l ; i s t h a t r i g h t ? 

A. No, the Number 2 should be the b e t t e r — 

Q. Number 2 w e l l . 

A. — w e l l because of the greater p o r o s i t y . 

Q. On your cross-section e x h i b i t , what are you 

showing t o be the black and the green l i n e i n those wells? 

A. That's the pe r f o r a t e d i n t e r v a l . 

Q. Okay. And so f a r , i s the Number 2 w e l l producing 

a t a higher r a t e than the Number 3? 

A. I t i s . 

Q. Okay. Now, you said t h a t you've looked a t t h i s 

r e s e r v o i r i n comparison t o the Strawn r e s e r v o i r t h a t EOG 

encountered up t o the northwest? 

A. Yes. 

Q. And i t ' s your opinion t h a t you have b e t t e r 

p o r o s i t y i n a t l e a s t one of your wells? 

A. Yes, the Number 2 w e l l has s u b s t a n t i a l l y higher 
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average p o r o s i t y than the EOG w e l l . 

Q. I s there j u s t one w e l l i n the EOG f i e l d ? 

A. Yes. 

Q. And you have a t h i c k e r buildup i n your Strawn 

i n t e r v a l ? 

A. Yes, we do. 

Q. Mr. Nelson, what i s o l a t e s t h i s from the other 

Strawn i n t e r v a l s or pools i n t h i s area? 

A. The surrounding w e l l s , the surrounding Morrow 

w e l l s , except those t h a t I p r e v i o u s l y discussed, had no 

Strawn p o r o s i t y present. 

Q. For instance, the Strawn pool i n Section 3 t o the 

northeast, you're saying t h a t t h a t i s g e o l o g i c a l l y separate 

from your Strawn i n t e r v a l ? 

A. Yes, there are two w e l l s i n between t h a t w e l l and 

our pool — three w e l l s , a c t u a l l y , t h a t have no Strawn 

p o r o s i t y i n them. 

Q. And you've also examined t h a t same — t o the west 

t h e r e , you've also got some separation from the other 

Strawn pool? 

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

EXAMINATION 

BY MR. JONES: 

Q. Mr. Nelson — 

A. Yes. 
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Q. — could you describe very b r i e f l y the 

development of these mounds and what type of environment 

they were developed in? I don't want t o take a long time 

here, but i s there anyplace i n the world they're being 

developed today, s i m i l a r t o t h i s ? 

A. Well, i t ' s been reported, although we have no 

core m a t e r i a l t o back t h a t up, these mounds are repor t e d t o 

be p h y l l o i d a l g a l mounds, severely exposed w i t h p o r o s i t y 

developed from leaching the f o s s i l fragments. I suppose 

some of the grass beds i n the F l o r i d a keys are s i m i l a r t o 

t h i s type. 

I'm not sure t h a t answers e v e r y t h i n g you wanted 

t o know. 

Q. Yes, t h a t ' s enough f o r t h i s hearing. 

What about — Did you f i n d f u s u l i n i d s i n t h i s — 

A. A few. 

Q. A few? 

A. A few. 

Q. Are you going t o be the one t a l k i n g about the 

p e r m e a b i l i t y , or the engineer? 

A. Engineer. 

Q. Okay, so what about — He w i l l t a l k about the 

p e r m e a b i l i t y - p o r o s i t y r e l a t i o n s h i p ? 

A. Yes. 

MR. JONES: That's a l l my questions. 

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 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Nelson, these are the same k i n d of s i m i l a r 

buildups t h a t we have i n the Lovington area; i s t h a t — 

A. They are, except about three t o f o u r times 

t h i c k e r . 

Q. And Lusk-Strawn i s q u i t e an extensive p o o l , i s n ' t 

i t ? 

A. Yes, i t i s . 

Q. And i s t h a t the same type of — 

A. At Lusk-Strawn there are three areas t h a t have 

mound buildup. And the bulk of the w e l l s , however, are 

probably d e b r i s o f f those mounds or i s o l a t e d periods of 

o v e r a l l mound development. 

EXAMINER CATANACH: I have no f u r t h e r questions. 

MR. FELDEWERT: Mr. Examiner, I j u s t have one 

question, i f I may. 

EXAMINER CATANACH: Go ahead. 

EXAMINATION 

BY MR. FELDEWERT: 

Q. Mr. Nelson, looking a t E x h i b i t Number 9, lo o k i n g 

a t Section 5, you show the Gruy Magnum "5" Federal w e l l 

t h e r e , c o r r e c t ? 

A. Yes. 

Q. And t h a t i s a Morrow well? 
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A. Yes, i t was completed i n i t i a l l y as a Morrow w e l l . 

Q. Okay. Do you know where the Bone Springs w e l l 

t h a t Gruy operates i s located i n connection w i t h t h i s 

Magnum 115 " we 11 ? 

A. I do not. 

MR. FELDEWERT: A l l r i g h t , thank you. 

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

excused. 

BRYAN M. MONTGOMERY, 

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. W i l l you please s t a t e your name and c i t y of 

residence f o r the record? 

A. Bryan Montgomery, T y l e r , Texas. 

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

A. I work f o r Mewbourne O i l Company as manager of 

evalua t i o n s and r e s e r v o i r engineering. 

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

as a petroleum engineer? 

A. 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. 
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Q. Does your area of r e s p o n s i b i l i t y a t Mewbourne 

incl u d e southeast New Mexico? 

A. Yes. 

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

i n v o l v e d i n t h i s A p p l ication? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I tender Mr. Montgomery 

as an expert petroleum engineer. 

EXAMINER CATANACH: Mr. Montgomery i s so 

q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Montgomery, before you begin 

could you please summarize your conclusions f o r the 

Examiner? 

A. What we found as we developed t h i s r e s e r v o i r was 

something we t h i n k i s very s i m i l a r t o other r e s e r v o i r s i n 

the area, both g e o l o g i c a l l y , as we've heard, and f l u i d - and 

p e r m e a b i l i t y - , p o r ositywise, and t h a t those other 

r e s e r v o i r s are producing i n such a manner t h a t these f i e l d 

r u l e s are adequately put together t o d r a i n these 

r e s e r v o i r s . 

There's — We've t a l k e d about the Oak Lake w e l l 

i n the Cedar Lake Reef Pool. I t ' s on 160-acre spacing w i t h 

an increased o i l allowable of 1120 b a r r e l s of o i l per day 

and 4 000 GOR, and I'm going t o show t h a t those are proper 

spacing r u l e s f o r good recovery of what's t h e r e 
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v o l u m e t r i c a l l y . 

Also, there are other pools we've seen t h a t are 

spaced a t 160 and w i t h a s p e c i a l GOR of 4 000. 

Q. Okay. Mr. Montgomery, l e t ' s r e f e r t o E x h i b i t 10, 

and before you launch i n t o t h a t , you've got t h r e e columns 

t h e r e . The f i r s t one i s the Cedar Lake-Strawn Pool. That 

i s a Mewbourne-operated pool; 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 ' s on Mr. Nelson's E x h i b i t 6, and t h a t ' s 

t o the west of your new pool? 

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

Q. And then the Cedar Lake Reef-Strawn Pool, t h a t i s 

the EOG pool t o the northwest of your po o l ; i s t h a t 

c o r r e c t ? 

A. Yes. 

Q. And t h a t ' s the one t h a t was — That's j u s t been 

i n the l a s t year or two t h a t t h a t one was discovered? 

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

Q. Okay. And then the t h i r d column i s your proposed 

pool? 

A. Yes. 

Q. Okay. Well, l e t ' s go i n t o your E x h i b i t 10 and 

maybe go down, wi t h o u t going i n t o d e t a i l on every s i n g l e 

item, and discuss what t h i s e x h i b i t contains. 

A. Okay. On the l e f t side we see groups of — or 
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several e n t r i e s f o r f a c t u a l i n f o r m a t i o n and conclusions. 

The f i r s t f i v e , s t a r t i n g w i t h Date of F i r s t Production, 

down t o the Number of Wells, shows some t h i n g s about these 

two pools t h a t are already producing and have s p e c i a l pool 

r u l e s , and then our own pool t h a t has been j u s t r e c e n t l y 

completed and t e s t e d . 

You see the dates t h a t they came on. We've 

t a l k e d about the 160-acre spacing, the o i l and GOR 

allowables. 

The Cedar Lake-Strawn Pool has f o u r w e l l s , of 

which t h r e e r e a l l y were the main c o n t r i b u t o r s , and the 

Cedar Lake Reef had one w e l l . 

The next s i x items, from I n i t i a l Reservoir 

Pressure down t o Estimated Formation Volume Factor, are 

the r e t o show the very s i m i l a r nature of the f l u i d s t h a t we 

have here. These r e s e r v o i r s are c h a r a c t e r i z e d by v o l a t i l e 

o i l s t h a t have higher GORs and higher i n i t i a l o i l 

g r a v i t i e s . They also have — you see the pressures 

i n i t i a l l y here and the estimated formation volume f a c t o r 

t h a t ' s used i n c a l c u l a t i n g volumetric a n a l y s i s . 

The next set of i n f o r m a t i o n I want t o p o i n t out, 

I guess, are the next s i x items, s t a r t i n g w i t h Date of Last 

Production and ending w i t h Estimated Economic L i f e . Those 

are data t h a t we have taken from decline-curve a n a l y s i s i n 

the f i r s t two pools, and then we've done some a n a l y s i s i n 
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our own p o o l , and those show cumulative o i l p r o d u c t i o n , gas 

p r o d u c t i o n , and w i t h p r o j e c t e d d e c l i n e curve a n a l y s i s the 

estimated u l t i m a t e o i l and gas reserves and l i f e of the 

pools. 

And then the next three items i s i n f o r m a t i o n t h a t 

I put together w i t h the help of our g e o l o g i s t t o do 

v o l u m e t r i c a n a l y s i s i n these pools, t o t r y t o f i n d out w i t h 

the net pay thickness and p o r o s i t y and water s a t u r a t i o n , 

j u s t how much o r i g i n a l o i l i s i n place t o begin w i t h , so 

t h a t by using a reasonable recovery f a c t o r we can see what 

area these pools are d r a i n i n g . 

And t h a t brings us t o the l a s t f o u r items, the 

Estimated O i l i n Place, which i s the v o l u m e t r i c number we 

t a l k e d about f o r o i l and then gas, and then the second t o 

the l a s t item i s the Estimated Recoverable O i l Per Acre, 

based the 30-percent recovery f a c t o r which has been shown 

i n my own experience and i n other places t o be a reasonable 

recovery f a c t o r f o r o i l reserves i n v o l a t i l e f l u i d s . 

And I j u s t want t o p o i n t out t h a t t h a t ' s a c t u a l l y 

a very high number. Typ i c a l o i l recoveries are 15 percent, 

maybe. And so i f you're able t o d r a i n 3 0-percent recovery 

f a c t o r s from large areas, you're doing a very good, 

e f f i c i e n t j o b of recovering o i l . 

The very l a s t item i s b a s i c a l l y c a l c u l a t e d i n the 

f i r s t two pools, and t h i s would be the area drained based 
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on constant thickness of the f o u r w e l l s i n the f i r s t pool 

or the s i n g l e w e l l i n the second pool, and you see q u i t e 

l a r g e areas t h e r e . 

I ' d p o i n t out the second pool i s 169 acres. 

B a s i c a l l y t h a t means I believe t h a t the Oak Lake w e l l , 

a f t e r recovering a l l i t s o i l , w i l l have recovered 3 0 

percent of the o r i g i n a l o i l i n place over 169 acres. 

The l a s t column shows our pool, and th e r e I've 

j u s t assumed 160 acres f o r the northeast q u a r t e r of Section 

8 and the two w e l l s t h a t are i n t h e r e , and then come up 

w i t h v o l u m e t r i c a l l y the estimated u l t i m a t e reserves t h a t 

you see back up the column, using t h i s 30-percent recovery 

f a c t o r . And I have some dec l i n e curves t o help support 

t h i s t h a t go i n t o more d e t a i l . 

Q. Okay. And Mr. Montgomery, these f i g u r e s t h a t 

you've assumed a value t h e r e , would t h a t conform w i t h the 

f a c t t h a t the mound i n Mewbourne's w e l l s i s almost t w i c e as 

t h i c k as the mound i n EOG's well? 

A. Yes, we have a much greater t h i c k n e s s , and so 

t h a t ' s shown i n the estimated average thickness row. And 

then yes, from the geologic testimony you've seen, we see 

the 160 acres i s also very reasonable. 

Q. Okay. Well, the middle s e c t i o n of t h i s e x h i b i t 

discusses cumulative o i l and gas production, e t cet e r a . 

Why don't you move on t o your two d e c l i n e curves and t e l l 

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 

34 

the Examiner what those show? 

A. Okay, the f i r s t one i n E x h i b i t 11 would be the 

Cedar Lake-Strawn f i e l d summary of four w e l l s and t h e i r 

p r o d u c t i o n h i s t o r i e s . I t ' s a monthly p l o t , as you can see 

at the bottom, f o r o i l , gas, water and g a s - o i l r a t i o t h a t 

are i n the d i f f e r e n t c o l o r s . The o i l i s i n green and you 

see — This i s what I would c a l l a moderate p r o d u c t i v i t y , 

based on the b e t t e r p r o d u c t i v i t y w e ' l l see i n other w e l l s . 

You see the i n i t i a l o i l r a t e s jumping up every 

couple of months based on new w e l l s coming on, but they 

peak around 9000 b a r r e l s a month, or 3 00 b a r r e l s a day. 

This has also an i n t e r e s t i n g t h i n g t o look a t 

t h a t w i l l become important, and t h a t ' s the GOR h i s t o r y , i n 

s o r t of t h a t t e a l or strange blue c o l o r , green-blue. I t 

shows i n i t i a l GORs on t h i s scale o f , say, 2500 t o 3000. 

And i f y o u ' l l n o t i c e i n the t a b l e we p r e v i o u s l y looked a t , 

t h a t ' s s i m i l a r t o the Oak Lake f i e l d t h a t w e ' l l see here i n 

a minute, and t h a t ' s r e p r e s e n t a t i v e of v o l a t i l e o i l . You 

t y p i c a l l y have much higher i n i t i a l n a t u r a l GORs. You can 

pinch the w e l l s back, but the GOR stays a t 3000. 

And then you see the h i s t o r y f o r the p r o d u c t i o n 

of o i l and gas and the GOR increasing n a t u r a l l y from 

pressure d e p l e t i o n . 

So w i t h statewide f i e l d r u l e s being a t 2000, we 

j u s t don't t h i n k t h a t ' s adequate f o r v o l a t i l e o i l 
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r e s e r v o i r s , which we t h i n k we have here, based on data I'm 

going t o show you l a t e r on our own w e l l s and these two 

o f f s e t . 

The next e x h i b i t i s of the Oak Lake w e l l . I t ' s a 

s i n g l e w e l l i n t h a t pool we have i n our t a b l e , and I would 

c h a r a c t e r i z e i t as a very h i g h - p r o d u c t i v i t y w e l l . I t had 

s p e c i a l f i e l d r u l e s t h a t brought them an 1 1 2 0 - b a r r e l - o i l -

per-day allowable, and you can see t h a t f i r s t month they 

approach t h a t 30,000 b a r r e l s per month or 1000 b a r r e l s a 

day, and then have declined f o r about a year since then. 

Over t o the r i g h t of these p l o t s show the 

d i f f e r e n t values t h a t are on the t a b l e f o r cumulative o i l 

and u l t i m a t e recoveries f o r o i l and also f o r gas. 

What's i n t e r e s t i n g here i s also t h a t even though 

the w e l l was p u l l e d a t very high o i l r a t e s , the GOR i s 

s t i l l a t about 3000 i n i t i a l l y , and i t increases g r a d u a l l y 

as d e p l e t i o n occurs. I t ' s been my an a l y s i s t h a t i f you 

look a t about 50 percent of o i l recovered, based on our 

u l t i m a t e estimates, the GOR w i l l be at about 5000 or 6000, 

i n e i t h e r case, the h i g h e r - r a t e s i n g l e w e l l or the more 

moderate r a t e m u l t i - w e l l f i e l d . 

Q. So your GOR p r o j e c t i o n , t h a t would be normal 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. Yes, t h i s i s 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 the o i l decline on t h i s w e l l i s steeper than 
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in the Cedar Lake-Strawn Pool. Would that be due to the 
higher p e r m e a b i l i t y i n the r e s e r v o i r ? 

A. Yes, the higher p e r m e a b i l i t y gives you much 

higher r a t e s , and you're able t o d r a i n whatever you're 

connected t o i n a much shorter p e r i o d of time. And so t h i s 

one I t h i n k I p r o j e c t ten years of l i f e , where the others 

are 48 years. The moderate-perm Cedar Lake Pool t h a t we 

operate i s a much longer l i f e . 

Q. Now, looking a t these, you sa i d t h a t the GOR d i d 

s t a r t out i n both of these pools, d i d s t a r t out higher than 

the normal statewide 2 000 t o 1, d i d i t not? 

A. That's c o r r e c t . That i s j u s t based on the nature 

of the f l u i d . There's no o i l r a t e you can f l o w i t a t , t h a t 

would f l o w i t a t a lower GOR. 

Q. Okay. 

A. I ' d also l i k e t o p o i n t out — I guess I d i d n ' t 

make i t c l e a r — i f you look a t the t a b l e and you n o t i c e 

t h a t the 3 0-percent o i l recovery i s q u i t e high and the area 

of drainage i s q u i t e high a t 169 acres, l e t ' s say, f o r the 

Cedar Lake Reef Pool, you f i n d t h a t even p u l l i n g the 

r e s e r v o i r a t these high o i l r a t e s gave very good o i l 

r e c o v e r i e s . I t wasn't d e t r i m e n t a l , t h e r e was no waste 

i n v o l v e d by higher o i l r a t e s . 

Q. Okay. Well, l e t ' s move on t o your E x h i b i t s 13 

and 14, Mr. Montgomery, and discuss production from the two 
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Mewbourne w e l l s i n the northeast quarter of Section 8. 

What i s the f i r s t e x h i b i t ? 

A. The f i r s t one would be the one lab e l e d "Mewbourne 

O i l Company - Fren 8 #3", and i t ' s also a p r o d u c t i o n p l o t 

over a much shor t e r period than what we've been l o o k i n g a t , 

and i t ' s a d a i l y p l o t instead of a monthly p l o t . And you 

see the d i f f e r e n t o i l , gas, water, flowing-tubing-pressure 

and g a s - o i l - r a t i o d a i l y values p l o t t e d . 

This was the f i r s t w e l l t h a t we completed i n the 

Strawn, and we had a very t h i c k column w i t h very low 

p o r o s i t y . We found some i n t e r e s t i n g t h i n g s out when we 

p e r f o r a t e d t h i s w e l l . 

When we began the completion we s t a r t e d i n the 

bottom t h i r d i n t e r v a l only of what you see p e r f o r a t e d on 

the c r o s s - s e c t i o n . We were curious t o see i f t h e r e was 

water a t the bottom or gas a t the top and the r a t i o s t h a t 

we would accumulate from production. I t d i d n ' t show on l o g 

a n a l y s i s t h a t there was any water t h a t would f l o w a t any 

time, and r e a l l y a l l we ever got was the k i l l water we put 

i n every time we moved a plug and came up t o the next zone. 

So we d i d i t i n three steps, and you can see 

th r e e broken production records i n the beginning, i n August 

of t h i s year: the bottom t h i r d , then we've set a plug and 

moved up t o the middle t h i r d . We got very s i m i l a r — 

A c t u a l l y , our GOR looks l i k e i t ' s a c t u a l l y coming down as 
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we move up the hole, but I believe t h a t ' s j u s t not enough 

time t o s t a b i l i z e i n t o a measurable r a t e t h a t I f e e l i s 

accurate. 

But what's i n t e r e s t i n g i s , each time we 

p e r f o r a t e d a d i f f e r e n t t h i r d , we continued t o get about 200 

b a r r e l s a day. Then when we commingled a l l t h r e e , we s t i l l 

had 200 b a r r e l s of o i l per day, showing very high v e r t i c a l 

p e r m e a b i l i t y . And b a s i c a l l y we're t e s t i n g the whole 

r e s e r v o i r every time we t e s t a t any one set of the p e r f s . 

There was j u s t a l i t t l e b i t of maybe r e s t r i c t i o n coming t o 

us from the upper i n t e r v a l s . So we thought t h a t was 

important. 

And i n the next w e l l we j u s t p e r f o r a t e d 

e v e r y t h i n g together. We found no gas a t the t o p , no water 

a t the bottom. We found t h a t t h i s w e l l t h a t had very low 

p o r o s i t y , 2 t o 3 percent, would a c t u a l l y f l o w 200 b a r r e l s a 

day. 

We d i d a c t u a l l y DST t h i s w e l l and d i d not get o i l 

t o surface, but my c a l c u l a t i o n s show about h a l f a 

m i l l i d a r e y p e r m e a b i l i t y w i t h s k i n damage. And of course, 

t h i s i s the very low-porosity rock. 

Q. Mr. Montgomery, t h i s w e l l i s s t i l l producing a t 

somewhat under 3 00 b a r r e l s per day? 

A. I t i s . We then fr a e ' d w i t h a l a r g e a c i d f r a c , 

even put i t on compression. The w e l l i s now producing 
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about 275 b a r r e l s of o i l per day, which i s below the 40-

acre allowable. And t h i s i s more of a moderate permeable 

w e l l , i t ' s not as p r o l i f i c as the next one. 

Q. Okay, and i t s GOR i s c u r r e n t l y somewhere around 

4000 t o 1? 

A. Right, maybe 3500 t o 4000 t o 1. 

Q. Okay. Let's move on t o your f i n a l e x h i b i t , which 

i s the production p l o t of the Fren "8" Number 2, and maybe 

discuss why you believe — i n more d e t a i l , why the GOR, 

increased GOR, i s not a problem. 

A. Okay. This w e l l was completed also j u s t r e c e n t l y 

and had much b e t t e r p o r o s i t y i n t e r v a l s . When we p e r f o r a t e d 

i t , i t began t o flow w i t h the high f l o w i n g t u b i n g pressures 

and high o i l r a t e s . 

We c a l l e d the NMOCD t o ask f o r a s p e c i a l t e s t i n g 

a l l o w a b l e , got verb a l approval t o have f o r t h i s hearing 

some high o i l r a t e s t o show you what happens t o the w e l l . 

And as we began t o open up the w e l l and fl o w i t 

a t higher r a t e s above the allowable, you see r i g h t o f f the 

bat, we b a s i c a l l y took the w e l l — and again, the green 

l i n e i s o i l — from somewhere around 320 b a r r e l s of o i l per 

day up t o over 1300 b a r r e l s of o i l per day, a t h r e e - or 

f o u r f o l d increase, and the GOR had a very small change. 

The f l o w i n g t u b i n g pressure bar e l y changed a t a l l 

a l s o . I t went from somewhere around 2800 t o 2600 pounds 
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flowing tubing pressure. We had a lot more rate ve could 
have continued t o open up. We a t t h a t time f e l t l i k e we 

might look a t 1120 b a r r e l s of o i l per day al l o w a b l e , so we 

d i d n ' t go any f u r t h e r past t h a t . 

And we had t h i s l i m i t e d window before the 

hearing, so we began t o reduce the r a t e so t h a t we'd be 

back i n compliance. And i t ' s now below 320 a day and w i l l 

be t h e r e u n t i l we have an order. And as we reduced the 

r a t e we found the same t h i n g : The GOR ba r e l y moves, the 

f l o w i n g t u b i n g pressure also stayed very strong. We f e e l 

l i k e t h i s i s connected t o a very lar g e Strawn tank. 

And i n f a c t , we have something s i m i l a r or b e t t e r 

t o the Oak Lake w e l l . We have t h e i r d a i l y i n f o r m a t i o n t h a t 

was p a r t of the record of the s p e c i a l pool r u l e s i n t h a t 

hearing. Our f l o w i n g t u b i n g pressures are higher, and our 

r a t e s are higher than those i n t h a t w e l l . 

B a s i c a l l y what I f e l t l i k e I concluded from t h i s 

was t h a t we were very s i m i l a r and a c t u a l l y b e t t e r than the 

Oak Lake w e l l , and the GOR was very i n s e n s i t i v e t o the o i l 

f l o w r a t e , showing no e f f e c t s of any r e s e r v o i r waste or 

damage, and t h a t the i n i t i a l GOR again was j u s t n a t u r a l l y 

a t around 3000 and t h a t the statewide f i e l d r u l e s of 2000 

j u s t wouldn't be adequate f o r t h i s type of r e s e r v o i r . And 

by f l o w i n g a t 3000, 4000 GOR, you wouldn't impair the 

recoveries a t a l l , as shown by other w e l l s i n the t e s t s 
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t h a t we j u s t looked a t here. 

Q. Okay. One item, Mr. Montgomery, how does 

Mewbourne plan on producing the two w e l l s i f t h i s 

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

A. We plan on producing the "8" Number 3, the poorer 

w e l l , wide open, as much as i t can produce. Right now I 

b e l i e v e t h a t t o be 275 b a r r e l s of o i l per day, and i t w i l l 

only d e c l i n e from there. And the balance of the allowable 

t h a t we are granted f o r t h i s 160-acre spacing, we f e e l t o 

share w i t h — and make up i n the b e t t e r w e l l . 

Q. So the Number 2 w e l l would be r e s t r i c t e d i n i t s 

production? 

A. I t would have t o be r e s t r i c t e d d r a m a t i c a l l y . 

Q. Okay. Could you summarize your conclusions f o r 

the Examiner, Mr. Montgomery? 

A. Well, what we found were pools i n t h i s area t h a t 

we f e l t were very analogous t o our own p o o l , and those 

pools were on 160-acre spacing and had GOR allowables of 

4000 and had one instance of very high o i l a l l o w a b l e . And 

since we were s i m i l a r f l u i d and s i m i l a r nature and t h i s i s 

s o r t of the standard i n the area, we thought we should also 

be granted these s p e c i a l pool r u l e s . And we don't t h i n k 

t h a t by g r a n t i n g those there w i l l be any problem w i t h 

causing waste or c o r r e l a t i v e r i g h t s or any issues t h a t t h i s 

Commission might deem t h a t important. 
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Q. Were E x h i b i t s 10 through 14 prepared by you? 

A. 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 

prev e n t i o n of waste? 

A. Yes, i t i s . 

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

of Mewbourne E x h i b i t s 10 through 14. 

EXAMINER CATANACH: E x h i b i t s 10 through 14 w i l l 

be admitted. 

MR. BRUCE: I have nothing f u r t h e r of t h i s 

witness. 

EXAMINER CATANACH: Mr. Feldewert? 

EXAMINATION 

BY MR. FELDEWERT: 

Q. Mr. Montgomery, I'm looking a t E x h i b i t Number 10. 

A. Okay. 

Q. You d i d n ' t include i n t h a t e x h i b i t the Cedar Lake 

North Pool; i s t h a t r i g h t ? 

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

Q. Okay. Now, t h a t pool, as I understand i t , i s the 

south h a l f of 25 and the east h a l f of 26, and i t was 

created i n 1994. Can you ex p l a i n why you d i d n ' t i n c l u d e 

t h a t i n your analysis? 

A. Well, I d i d n ' t include i t mainly because I 
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thought t h a t the two pools t h a t we were i n c l u d i n g would be 

s u f f i c i e n t t o show what we wanted t o show. 

Q. Does the Cedar Lake North Pool have a s i m i l a r gas 

d r i v e or s o l u t i o n drive? 

A. I'm not f a m i l i a r . I'm not i n t i m a t e l y w i t h the 

p r o d u c t i o n or the study of t h a t pool. 

Q. Do you know whether i t has s i m i l a r f l u i d ? 

A. I don't know. I would assume i t does. 

Q. Okay. Now, the GOR on t h a t i s 2000 t o 1; i s t h a t 

r i g h t ? 

A. I'm not sure. I t h i n k so. 

Q. Okay. You also d i d n ' t include the Mesquite Pool. 

Can you e x p l a i n why? 

A. Again, i t d i d not seem t o be s i m i l a r t o the type 

of pool we had, as f a r as a p r o l i f i c nature l i k e the Oak 

Lake Pool, so we d i d not include i t . I'm not sure what i t 

made cumulatively or how i t produced, but I assume i t would 

be s i m i l a r f l u i d . And even i f i t has a 2000 GOR, i t ' s 

probably producing a t higher than a 2 000 GOR but under the 

a l l o w a b l e . 

Q. What i s d i f f e r e n t — I guess you s a i d you d i d n ' t 

i n c l u d e t h a t i n your analysis because you d i d n ' t t h i n k i t 

was a s i m i l a r pool? Can you e x p l a i n why? 

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

Q. Can you e x p l a i n why? 
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A. The productivity mostly. We have a pool that is 

— even the poorer of our two w e l l s i s able t o make 275 

b a r r e l s of o i l a day. I n the other two pools you 

mentioned, the w e l l s were not t h a t p r o ductive i n i t i a l l y , 

and they d i d n ' t cum, you know, large numbers. 

Q. I s there any other reason? 

A. No. 

Q. Now, I looked through the order t h a t was entered 

f o r the Cedar Lake Reef Pool, and i t mentioned t h a t EOG had 

done some t e s t i n g on — some r a t i o t e s t i n g on the GOR. I s 

t h a t what's depicted i n E x h i b i t 14? I s t h a t — 

A. I have a monthly p l o t i n E x h i b i t 14, but I am 

i n t i m a t e l y f a m i l i a r w i t h t h a t order and the GORs they 

produce. That was a d a i l y p l o t t h a t they produced, t h a t 

showed about three or four months of produc t i o n a t 

d i f f e r e n t o i l r a t e s , and the GOR stayed around 3100, 

i r r e g a r d l e s s of the o i l r a t e t h a t they produced. 

Q. Okay, d i d you do — I guess my question i s , d i d 

you do a s i m i l a r r a t i o analysis on the Mewbourne Fren 8 

Number 2 ? 

A. Yes, those are — the l a s t two e x h i b i t s I 

showed — 

Q. Okay. 

A. — are the analysis t o show the i n s e n s i t i v i t y of 

GOR w i t h dramatic changes i n o i l r a t e s . 
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Q. And your testimony i s t h a t the r a t i o stayed 

b a s i c a l l y the same? 

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

Q. Okay, t h a t ' s a l l I have. Thank you. 

MR. BRUCE: I have one question of the witness, 

Mr. Examiner. 

EXAMINER CATANACH: Sure. 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Montgomery, based on Mr. Nelson's geology, 

aren't the Cedar Lake North and the Mesquite Pools much 

t h i n n e r and also smaller i n a r e a l extent than our pool? 

A. Yes, they are. 

MR. BRUCE: Thank you. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Montgomery, would your i n i t i a l r e s e r v o i r 

pressure o f 5420 p . s . i . support your p o s i t i o n t h a t t h i s i s 

a new Strawn discovery? 

A. Yes, i t would. 

Q. Okay. Now, I'm curious how you a r r i v e d , again, 

a t the recovery f a c t o r of 3 0 percent. 

A. Okay. That i s a recovery f a c t o r you can f i n d 

published i n the r e s e r v o i r engineering l i t e r a t u r e f o r more 

v o l a t i l e o i l s . There have been studies done t h a t have been 
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published. I t was also documented i n the EOG Oak Lake 

f i e l d r u l e hearings. They studied the Lusk f i e l d and had 

some data on t h a t . 29 percent, they were coming up w i t h . 

So I thought 3 0 percent was reasonable. 

I also know on the Oak Lake w e l l they presented a 

110-to-150-acre seismic anomaly. So when I used 3 0 percent 

and found 170 acres, I f e l t comforted t h a t t h a t combination 

v a l i d a t e d the approximate 3 0 percent. 

I've also had personal knowledge i n the f i e l d , a 

v o l a t i l e o i l f i e l d i n Oklahoma t h a t we gas-cycled, t h a t 

showed those numbers t o be very good numbers, 3 0 percent 

o i l and about 65 percent gas are t y p i c a l r e coveries f o r 

o r i g i n a l o i l and gas i n place i n v o l a t i l e o i l s . 

Q. Okay. Do you know of any PVT data t h a t ' s been 

conducted out here, gathered i n these r e s e r v o i r s ? 

A. We have PVT data on the Cedar Lake-Strawn Pool. 

Mewbourne operates those three w e l l s . They're c u r r e n t l y 

producing a t t h i s time. They're very good w e l l s . And when 

we f i r s t d r i l l e d I b e l i e v e i t was the State "CE" — we 

d i d n ' t d r i l l i t , when we f i r s t completed i t we d i d take PVT 

a n a l y s i s , and I used t h a t i n my a n a l y s i s . 

Q. What does t h a t show b a s i c a l l y ? 

A. I t shows the o i l t o be a v o l a t i l e o i l , the 

i n i t i a l g a s - o i l r a t i o t o be around 2500. The fo r m a t i o n 

volume f a c t o r you see here i s b a s i c a l l y r i g h t o f f of t h a t 
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PVT analysis, it shows slightly different oil and gas 
g r a v i t i e s t h a t you can see i n my t a b l e , so I made my own 

a n a l y s i s f o r the formation volume f a c t o r f o r the next two 

f i e l d s , w i t h c o r r e l a t i o n s i n l i t e r a t u r e . 

Q. Now, you don't have any PVT data f o r the North 

Shugart-Strawn Pool? 

A. No, we do not. 

Q. Would you expect t h a t t o be s i m i l a r t o the Cedar 

Lake? 

A. Yes, we have — I say we have no PVT data: We 

have the o i l g r a v i t y measured, the gas g r a v i t y measured and 

the g a s - o i l r a t i o , and those three components are the most 

important i n any c o r r e l a t i o n . But lab data we have y e t t o 

perform. 

Q. Okay. 

A. I would hope we would i n the f u t u r e do t h a t . 

Q. The drainage data f o r the Cedar Lake Reef Pool, 

you came up w i t h a drainage area of 169 acres. That was 

based on a c t u a l d e c l i n e curve analysis? 

A. That's c o r r e c t , we take the d e c l i n e curve 

a n a l y s i s f o r the u l t i m a t e recovery and the 3 0-percent 

recovery f a c t o r . And the only t h i n g we don't know then a t 

t h a t p o i n t i s the area using constant t h i c k n e s s . We know 

t h a t these do mound, so i t could be a l a r g e r area as i t 

tapers o f f . I d i d not do a planimetered e v a l u a t i o n . I 
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just used constant thickness in the f i r s t two fields. 

Q. Okay. And f o r the proposed pool you're j u s t — 

you say assumed 160-acre drainage. Do you have any data 

t h a t suggest t h a t t h a t may be the c o r r e c t drainage area? 

A. Yes, i t ' s geologic i n nature. We haven't 

produced the w e l l s long enough t o determine any k i n d of 

pseudo-steady-state boundaries or any k i n d of r e s e r v o i r 

engineering data, but from geologic evidence, we have two 

w e l l s i n t h a t 160, and we have the Gruy w e l l t o the n o r t h 

and these other w e l l s i n the other d i r e c t i o n s . They give 

me good confidence, also knowing other mounds can be 160, 

t h a t we probably do have, and t h a t would be the best 

estimate today, t o use 160 acres. Further p r o d u c t i o n would 

help us t e l l us t h a t . 

Q. Have you produced the Number 2 and the 3 w e l l 

simultaneously t o where you might determine i f there's any 

i n t e r f e r e n c e from these wells? 

A. We have, and I t r i e d t o get t h a t t e s t performed. 

We could not get our management t o r e a l l y perform t h a t 

t e s t . But we see no i n t e r f e r e n c e a t t h i s time, j u s t by — 

I t h i n k the nature of one w e l l i s so p r o l i f i c , and the 

other w e l l i s good but i s not as good, and there's such a 

s h o r t p e r i o d of time t h a t without pressure measurements i n 

the hole t o look f o r s u b t l e changes, j u s t the p r o d u c t i o n , 

there's no way t o see any communication. 
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Q. Would a GOR of 3000 t o 1 be s u f f i c i e n t , or i s 

t h a t not s u f f i c i e n t a t t h i s time? 

A. I t ' s not, I don't t h i n k . 3 000 i s about where 

we're a t on the p r o l i f i c w e l l , which would dominate the 

shared allowable, so i t would be the main w e l l we'd worry 

about. But we're so close t o t h a t , i t would cause us t o 

r e a l l y not use the 112 0. We would be dominated by t h a t 

r a t i o . 

The Oak Lake w e l l showed 3150, I b e l i e v e , was 

t h e i r average GOR over the two or three months of h i g h - r a t e 

t e s t i n g . And as you see from n a t u r a l d e p l e t i o n , the GOR i s 

going t o creep up anyway. But of course the o i l r a t e s 

creep up anyway, and they become under the allowables, and 

the GOR doesn't become t h a t c r i t i c a l a f t e r the f i r s t year. 

Q. Would i t be appropriate t o e s t a b l i s h temporary 

r u l e s and have you guys come back when you have more data? 

A. I t h i n k so, yes. We're c o n t i n u i n g t o evaluate 

other d r i l l i n g o p p o r t u n i t i e s and the r e s e r v o i r data. I 

would hope we'd have s u f f i c i e n t time t o look a t the 

r e s e r v o i r data and d r i l l . 

Q. How much time do you t h i n k you'd need? 

A. At a minimum, I would say 12 months, 12 t o 18 

months would be f i n e . 

EXAMINER CATANACH: Did you have any questions? 

MR. JONES: Yeah, a couple. 
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EXAMINER CATANACH: Go ahead. 

EXAMINATION 

BY MR. JONES: 

Q. Mr. Montgomery, the 5420 r e s e r v o i r pressure, how 

d i d you get that ? 

A. DST. 

Q. Okay. Okay, so — 

A. I n the "8" Number 3. 

Q. Okay, "8" Number 3, the good w e l l . 

A. No, i t ' s the more moderate w e l l . 

Q. The moderate w e l l . 

A. I t ' s a good w e l l , but i t ' s not as good. 

Q. I t should have the same pressure as the other 

w e l l , though? 

A. I t h i n k so, t h i s being a new pool. That should 

be the v i r g i n r e s e r v o i r pressure. 

Q. And what p e r m e a b i l i t y d i d t h a t DST show? 

A. I t showed about a h a l f of a m i l l i d a r e y . 

Q. Okay, t h a t was a damaged — 

A. And w i t h damage. I t also showed the s k i n damage, 

e x a c t l y . 

Q. So what would be the undamaged p e r m e a b i l i t y ? 

A. The p e r m e a b i l i t y would stay the same. But w i t h 

undamaged rock what we found was, u n t i l we a c i d i z e d , t h i s 

t h i n g wouldn't r e a l l y flow. And we put small a c i d jobs on 
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i t , so i t ' s s t i l l h a l f a m i l l i d a r e y , the way I t h i n k of 

p e r m e a b i l i t y , but w i t h zero s k i n a f t e r a c i d , i n s t e a d of a 

p o s i t i v e s k i n . 

Q. Okay, and t h a t ' s a t 2- t o 3-percent p o r o s i t y ? 

A. Yes. 

Q. That's a l l you have i n t h a t well? 

A. Yes. We t h i n k i t ' s vugular and has the capacity 

f o r very high p e r m e a b i l i t y - t o - p o r o s i t y r a t i o . 

Q. Okay. 

A. We p e r f o r a t e d very t i g h t - l o o k i n g rock, and a f t e r 

a c i d had 2 00 b a r r e l s a day. 

Q. Did the team t h a t discovered t h i s get a rai s e ? 

(Laughter) 

A. We were very happy a t Mewbourne O i l , we're very 

e x c i t e d about t h i s f i e l d and we t h i n k i t ' s going t o be good 

f o r everybody, a l l the owners and the f e d e r a l government 

and s t a t e government. 

Q. There may be some r i g s showing up next t o you 

the r e too? 

A. Yes, we t h i n k so. We t h i n k i t ' s important t o 

have 160-acre development t o s t a r t w i t h i n a case l i k e t h a t 

where these can d r a i n large areas, t h a t we don't have 

wa s t e f u l d r i l l i n g episodes take place. 

MR. JONES: Thank you. 

EXAMINER CATANACH: Anything f u r t h e r , Mr. 
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Feldewert? 

FURTHER EXAMINATION 

BY MR. FELDEWERT: 

Q. Mr. Montgomery, would you see any harm i n having 

a 3000 GOR dur i n g the temporary pool r u l e p e r i o d , w h i l e the 

p a r t i e s are studying t h i s area f u r t h e r ? 

A. I t would r e s t r i c t , I t h i n k , the a b i l i t y t o flow 

the w e l l s a t a reasonable r a t e t h a t aren't causing any 

waste, so I would recommend t h a t we don't use 3 000 duri n g 

t h i s p e r i o d , t h a t we use 4000. I don't t h i n k i t does any 

damage, i t ' s j u s t simple drainage. There w i l l be drainage 

o c c u r r i n g no matter which GOR we use. 

f u r t h e r i n t h i s case, Case 12,940 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

10:25 a.m.) 

MR. FELDEWERT: Okay, t h a t ' s a l l . Thank you. 

EXAMINER CATANACH: Anything f u r t h e r , Mr. Bruce? 

MR. BRUCE: Nothing f u r t h e r . 

EXAMINER CATANACH: Okay, there being nothing 

* * * 
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