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

a t 9:22 a.m.: 

CHAIRMAN LEMAY: Case Number 9883. 

MR. STOVALL: A p p l i c a t i o n of BTA O i l 

Producers f o r an unorthodox o i l w e l l l o c a t i o n , Eddy 

County, New Mexico. 

CHAIRMAN LEMAY: Appearances i n Case Number 

9883? 

MR. CARR: May i t please the Commission, my 

name i s W i l l i a m F. Carr w i t h the law f i r m Campbell and 

Black, P.A., of Santa Fe. 

I represent BTA O i l Producers, and I have 

t h r e e witnesses. 

CHAIRMAN LEMAY: Thank you, Mr. Carr. 

MS. AUBREY: May i t please the Commission, my 

name i s Karen Aubrey w i t h the Santa Fe law f i r m of 

K e l l a h i n , K e l l a h i n and Aubrey. 

I represent B i r d Creek Resources i n 

op p o s i t i o n t o the A p p l i c a t i o n . I have f o u r witnesses 

t o be sworn. 

CHAIRMAN LEMAY: Thank you, Miss Aubrey. 

W i l l the witnesses c u r r e n t l y stand and r a i s e your r i g h t 

hand and be sworn? 

(Thereupon, the witnesses were sworn.) 

CHAIRMAN LEMAY: Are we going t o have opening 
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remarks, Counsel? 

MR. C7ARR: A b r i e f opening. 

CHAIRMAN LEMAY: B r i e f opening. A l l r i g h t , 

you may proceed, Mr. Carr. 

MR. CARR: May i t please the Commission, 

e a r l y t h i s year BTA O i l Producers proposed t h e d r i l l i n g 

of i t s JV-P Pardue Well Number "C" 1 a t an unorthodox 

l o c a t i o n t o t e s t the Delaware Formation. They sought 

approval of t h i s l o c a t i o n by an A d m i n i s t r a t i v e 

A p p l i c a t i o n . 

Objection t o the A p p l i c a t i o n was f i l e d by 

B i r d Creek Resources, an o f f s e t t i n g operator, toward 

whom the w e l l i s being moved. And because of t h a t , t he 

matter came on f o r hearing before the O i l Conservation 

D i v i s i o n i n March. 

An Examiner Order was entered t h a t approved 

the l o c a t i o n and imposed a penalty on the w e l l ' s 

a b i l i t y t o produce. The penalty equaled 53 percent of 

the 142 depth-bracket allowable, and t h a t p e n a l t y was 

t o remain i n e f f e c t u n t i l the Pardue Well was 

underproduced by an amount equal t o 12,225 b a r r e l s . 

This f i g u r e equals 8.7 — or 8.15 percent of 

the recoverable reserves a t t r i b u t a b l e t o the w e l l and 

i s equal t o what the Examiner found t o be the 

a d d i t i o n a l drainage t h a t would occur from t h e 
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o f f s e t t i n g t r a c t . 

Under t h i s p enalty and pursuant t o the Order 

of the D i v i s i o n , BTA has d r i l l e d the w e l l . They 

d r i l l e d i t as a s t r a i g h t hole, and t h a t w e l l i s 

c u r r e n t l y being produced c o n s i s t e n t w i t h the p e n a l t y 

imposed by the Examiner Order. 

Today we w i l l c a l l witnesses who w i l l show 

you t h a t t h i s l o c a t i o n , i n f a c t , was necessary and i s 

necessary. 

We have a 40-acre t r a c t . This t r a c t i s 

tr a v e r s e d , as we w i l l show you, by the Pecos River, by 

two p i p e l i n e s , by two f l o o d p l a i n s , by a r a v i n e , and by 

a r a i l r o a d t r a c k , a l l on 40 acres, and we w i l l show you 

t h a t we had t o d r i l l the w e l l a t t h i s l o c a t i o n . 

We w i l l show you t h a t we needed t o d r i l l i t 

as a s t r a i g h t hole, the reason being i s t h a t when t h e 

w e l l was a c t u a l l y spudded th e r e was a pe n a l t y which 

impacted the economics. 

There was l i m i t e d data on t h i s p a r t i c u l a r 

Delaware r e s e r v o i r , which doesn't perform j u s t l i k e 

other Delaware r e s e r v o i r s i n the area, but a l l the 

w e l l s are r e l a t i v e l y recent, and long-term p r o d u c t i o n 

h i s t o r i e s are unavailable. 

And we also had t o d r i l l i t as a s t r a i g h t 

hole, because when you look a t these f a c t o r s and t h e 
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p o s s i b i l i t y of d i r e c t i o n a l d r i l l i n g and t h e increase i n 

p o t e n t i a l problems and operating costs i n a d i r e c t i o n a l 

h o l e , i t ' s v i r t u a l l y impossible. 

We're also going t o show you t h a t t he p e n a l t y 

t h a t was imposed by the Examiner i s a p p r o p r i a t e , i t 

w i l l p r o t e c t c o r r e l a t i v e r i g h t s , and we're going t o ask 

you t o a f f i r m the Order of the Examiner as a proper 

conservation measure, a measure t h a t w i l l prevent waste 

and a t the same time permit the operators i n the area 

t o recover t h e i r j u s t and f a i r share of the reserves 

from t h i s pool. 

CHAIRMAN LEMAY: Thank you, Mr. Carr. 

Miss Aubrey? 

MS. AUBREY: Thank you. 

B i r d Creek Resources opposed BTA's 

A p p l i c a t i o n before the Examiner and continues t o oppose 

i t today. BTA claims t h a t the Examiner, i n f a c t , 

imposed a penalty on the BTA w e l l . We c l a i m t h a t t he 

Examiner imposed no penalty a t a l l . What the Examiner 

d i d was t o reduce the allowable f o r the BTA w e l l f o r a 

six-month p e r i o d of time. 

Generally, t h i s — the D i v i s i o n and t h i s 

Commission have penalized unorthodox l o c a t i o n s by a 

f a c t o r which i s comprised of the standard l o c a t i o n over 

— underneath the proposed l o c a t i o n , and the p e n a l t y 
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has been permanent on the production of the w e l l . 

We be l i e v e t h a t the Examiner imposed t h i s 

p e n a l t y because of the suggestion t o him t h a t i n f a c t 

t h e r e was no l o c a t i o n f o r t h i s w e l l i n t h e 40-acre 

t r a c t . 

There i s going t o be a s u b s t a n t i a l c o n f l i c t 

i n t he evidence before you today on whether or not 

th e r e i s topographic j u s t i f i c a t i o n f o r t h i s unorthodox 

l o c a t i o n . 

At the hearing below, BTA claimed t h e r e was 

no g e o l o g i c a l basis f o r t h e i r request and t h a t t h e only 

basis f o r t h e i r request was t h a t t h e r e was no l o c a t i o n 

a v a i l a b l e t o them. 

We w i l l show you through witnesses today t h a t 

t h e r e are i n f a c t l o c a t i o n s which are standard i n the 

East Loving-Delaware Pool, where t h i s w e l l could have 

been locat e d . 

We be l i e v e we w i l l a lso show you today t h a t 

the r e a l reason t h i s w e l l was moved c l o s e r t o the B i r d 

Creek acreage i s t h a t BTA saw the o p p o r t u n i t y t o d r a i n 

B i r d Creek instead of moving c l o s e r t o t h e i r own w e l l s 

i n t h a t s e c t i o n . 

We ask t h a t the Commission, a f t e r hearing a l l 

the testimony, impose a penalty which w i l l a c t u a l l y 

p e nalize BTA f o r crowding the l i n e and f o r moving out 
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of the standard l o c a t i o n w i t h no e i t h e r g e o l o g i c a l or 

topographic j u s t i f i c a t i o n . We ask t h a t t h e p e n a l t y be 

made permanent against the p r o d u c t i o n of the w e l l . 

Thank you. 

CHAIRMAN LEMAY: Thank you, Miss Aubrey. 

At t h i s p o i n t , a p o i n t of c l a r i f i c a t i o n f o r 

the Commission i s , my understanding, t h i s w e l l has 

already been d r i l l e d or not? 

MR. CARR: Yes, s i r , i t has. 

CHAIRMAN LEMAY: I f i t ' s already been 

d r i l l e d , what's the purpose of going through whether 

the l o c a t i o n i t s e l f was j u s t i f i e d ? Was the w e l l 

d r i l l e d under an e x i s t i n g Order t h a t was v a l i d ? 

MR. CARR: Yes, s i r . 

CHAIRMAN LEMAY: I n the i n t e r e s t of t r y i n g t o 

focus on the r e a l issue, I t h i n k the issue would be the 

si z e of the penalty and not whether the w e l l i t s e l f was 

j u s t i f i e d i n the f i r s t place. 

So w i t h t h a t i n mind, i s t h e r e any o b j e c t i o n 

t o t h a t type of testimony? 

MS. AUBREY: I f I may, Mr. LeMay, the Order 

was issued based on what we be l i e v e t o have been some 

misleading testimony t o the Examiner. We i n t e n d and 

would l i k e t o put on evidence of the topography of the 

area in v o l v e d . We have a e r i a l photographs, we have a 
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USGS f l o o d p l a i n map. 

There was a claim before the Examiner t h a t i n 

f a c t BTA couldn't d r i l l a t a standard l o c a t i o n because 

i t would be moving i n t o the f l o o d p l a i n . We w i l l show 

you t h a t they have completed a w e l l i n the f l o o d p l a i n 

a t the same e l e v a t i o n . 

So, given t h a t , I b e l i e v e t h a t t h a t s o r t of 

testimony i s going t o enable you t o p r o p e r l y p e n a l i z e 

BTA f o r the l o c a t i o n of t h i s w e l l . They d r i l l e d i t , 

they knew the 30 days hadn't run. 

We informed t h e i r lawyer t h a t we were f i l i n g 

f o r a de novo. They went ahead and d r i l l e d t he w e l l 

anyway d u r i n g the 30-day de novo p e r i o d , and f r a n k l y I 

be l i e v e our p o s i t i o n i s , they took the r i s k by doing 

so. 

And we would l i k e t o put on the evidence on 

topography, on whether or not t h i s w e l l could have been 

d i r e c t i o n a l l y d r i l l e d , as w e l l as the engineering 

testimony t o show t h a t the penalty t h a t was imposed by 

the Examiner i s no penalty a t a l l . 

CHAIRMAN LEMAY: Thank you, Miss Aubrey. 

Mr. Carr? 

MR. CARR: I n response t o t h a t , we stand on 

the testimony we p r e v i o u s l y presented, and w i l l present 

t o you a case today very s i m i l a r t o what was presented 
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before the Examiner. 

A w e l l was d r i l l e d under a v a l i d Order, and 

the r e was no attempt t o stay. There was no s u r p r i s e on 

t h e i r p a r t t h a t we were going forward w i t h t h e w e l l . 

I t ' s — I t h i n k the Commission — the 

Chairman i s c o r r e c t , t h a t much of the case — and our 

case i s , as I w i l l t e l l you now, i s q u i t e s h o r t — much 

of what was presented before we b e l i e v e i s moot because 

the w e l l has been d r i l l e d as a s t r a i g h t hole. 

D i r e c t i o n a l d r i l l i n g c o n s i d e r a t i o n s are only 

r e a l l y t a n g e n t i a l t o any question before you, and we 

t h i n k i t ' s appropriate t o look a t the p e n a l t y and see 

i f i n f a c t , l o o k i n g a t the o v e r a l l , i f i n f a c t , you 

shouldn't a f f i r m — you shouldn't do what we w i l l ask, 

and t h a t i s a f f i r m the Examiner Order, because we 

be l i e v e i t was an appropriate d e c i s i o n a t t h a t time, 

and we can show you t h a t i t ' s a d e c i s i o n which we 

be l i e v e ought t o be a f f i r m e d . 

We're not mad a t anybody here, but I t h i n k 

i t ' s important t o keep i n mind t h a t e v e r y t h i n g we have 

done has been c o n s i s t e n t w i t h v a l i d Commission 

a u t h o r i t y , every step. 

CHAIRMAN LEMAY: Let's take a f i v e - m i n u t e 

recess. I want t o discuss what we w i l l accept i n the 

way of testimony and what the t r u e issues are. 
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(Thereupon, a recess was taken a t 9:32 a.m.) 

(The f o l l o w i n g proceedings had a t 9:38 a.m.) 

CHAIRMAN LEMAY: Okay, we've discussed t h i s 

issue, and i t ' s our opinion t h a t B i r d creek had t h e 

o p p o r t u n i t y t o stay the Order of the Examiner, and 

t h e r e f o r e by f a i l i n g t o do so and a l l o w i n g the w e l l t o 

be d r i l l e d under a v a l i d order, the questions we're 

faced w i t h r i g h t now are questions of c o r r e l a t i v e 

r i g h t s . 

And the Commission w i l l accept testimony on 

questions of c o r r e l a t i v e r i g h t s , we — s p e c i f i c a l l y 

going t o the penalty t h a t would be assessed against 

BTA, and i t ' s also our request t h a t the Examiner's 

recor d be incorporated as p a r t of t h i s hearing. 

MS. AUBREY: Mr. LeMay — 

CHAIRMAN LEMAY: Miss Aubrey? 

MS. AUBREY: — may I make a response t o 

tha t ? 

CHAIRMAN LEMAY: Yes. 

MS. AUBREY: The Commission's r u l e s , as you 

know, are not c l e a r on whether or not a p a r t y needs t o 

request a stay of an Examiner Order pending a de novo. 

I would l i k e t o remind the Commission t h a t 

BTA could have asked f o r a stay a l s o . 

They — I t i s our p o s i t i o n t h a t they d r i l l e d 
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t h i s w e l l a t t h e i r own r i s k a t a time when they knew we 

were going t o f i l e a de novo A p p l i c a t i o n and t h a t 

having done so, B i r d Creek should not be penali z e d f o r 

pre s e n t i n g testimony today which would have been 

presented below, had anyone had any idea t h a t BTA was 

going t o t e s t i f y the way they d i d . 

And i f you w i l l permit me t o do so, I would 

l i k e t o e i t h e r make an o f f e r of proof now on what we 

w i l l show on the issues of topography and t h e issues of 

geology, or I would l i k e t o do t h a t a t the beginning of 

B i r d Creek's case so t h a t the record i s c l e a r as t o 

what we would show i f we were given the o p p o r t u n i t y t o 

do so, because I t h i n k i t ' s r e l e v a n t t o you here today. 

I don't t h i n k i t ' s a p p r o p r i a t e f o r a p a r t y t o 

come i n t o an Examiner Hearing and even u n i n t e n t i o n a l l y 

m i s s t a t e a f a c t and then be able t o skate a t the 

Commission hearing because no stay was asked f o r by the 

other s i d e . 

They d r i l l e d the w e l l , knowing we were f i l i n g 

f o r de novo. They knew i t . We t o l d them, and they 

won't deny t h a t . 

They d i d n ' t have t o do i t i n t h a t 3 0-day 

p e r i o d , but they chose t o . And I suspect they chose t o 

i n order t o come t o you w i t h a f a i t accompli t o make i t 

harder f o r you t o look a t the testimony on whether or 
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not they should have had an unorthodox l o c a t i o n i n the 

f i r s t place. 

So i f you w i l l permit me now, I would l i k e t o 

make an o f f e r of proof, or I would be — I n f a c t , I 

guess I would p r e f e r t o do i t a t the beginning of B i r d 

Creek's case, on what we would show on the issues of 

whether or not i n f a c t i t ' s t r u e t h a t they couldn't 

d i r e c t i o n a l l y d r i l l i t , whether or not i n f a c t i t ' s 

t r u e t h a t they d i d not gain a g e o l o g i c a l advantage, 

whether or not i t ' s t r u e t h a t t h e r e was no topographic 

l o c a t i o n a t which they could have d r i l l e d t h i s w e l l 

t h a t was standard. 

Those are the issues t h a t we hope t o present 

t o you today, and I would l i k e t o make an o f f e r of 

proof on those issues l a t e r , i f the Commission 

continues w i t h t h i s r u l e . 

CHAIRMAN LEMAY: Thank you, Miss Aubrey. 

Mr. Carr? 

MR. CARR: May i t please the Commission, I 

would l i k e t o , by way of response t o Miss Aubrey's 

statements, simply f o r the record, since you now have 

inc o r p o r a t e d the record of the Examiner Hearing, i t ' s 

my understanding, i n t o t h i s proceeding, I can t e l l you 

on behalf of BTA t h a t what we sa i d then we b e l i e v e d t o 

be the t r u t h . We believed i t t o be the t r u t h then, and 
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we b e l i e v e i t t o be the t r u t h today. 

And when our witnesses were c a l l e d , B i r d 

Creek was present w i t h Counsel, and they had an 

op p o r t u n i t y t o cross-examine, which they d i d , and the 

record was complete, i t was taken under advisement and 

an Order was entered, we d r i l l e d a w e l l . 

I f what we are going t o do now i s t o honor 

your r u l i n g by focusing on c o r r e l a t i v e r i g h t s and the 

r i s k p e n a l t y , we are prepared t o do t h a t w i t h one 

witness. The testimony we b e l i e v e w i l l — t h a t w i l l be 

focused on t h a t issue, then only t o have B i r d Creek go 

forward w i t h what i s an a f t e r - t h e - f a c t cross-

examination of our witness's testimony, a month ago, 

t h r e e months ago, we t h i n k a l l we've done i s r e a l l y 

circumvent your r u l i n g . 

We t h i n k your r u l i n g was a p p r o p r i a t e . We're 

prepared t o go forward i n a fashion c o n s i s t e n t w i t h i t , 

and we be l i e v e t h a t the record below was made w i t h a 

f u l l o p p o r t u n i t y t o cross-examine and t h a t t h a t i s the 

testimony t h a t you can now look t o because the p a r t i e s 

under a v a l i d Order r e l i e d on t h a t Order, t h a t was 

ordered from t h a t testimony, and have gone forward w i t h 

the development of the property. 

CHAIRMAN LEMAY: Thank you. 

MS. AUBREY: Mr. LeMay, may I make a one-
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sentence response? 

CHAIRMAN LEMAY: Miss Aubrey? 

MS. AUBREY: Thank you. I would remind the 

Commission t h a t t h i s i s a de novo proceeding, not an 

appeal. We are not bound by the record. 

CHAIRMAN LEMAY: I understand t h a t . The 

record, however, was taken a t the Examiner l e v e l , a 

v a l i d Order was issued, a stay was not requested, 

suspension of a c t i o n of the d r i l l i n g was not requested 

by e i t h e r p a r t y . Therefore, we're d e a l i n g w i t h a f a i t 

accompli. The w e l l i s t h e r e . 

The purpose of the Commission r i g h t now i s t o 

assess a penalty, i f one i s r e q u i r e d , based on 

c o r r e l a t i v e - r i g h t s issues. 

And t o rehash the e n t i r e record as t o the 

topography considerations i s i r r e l e v a n t t o the nature 

of t h i s hearing, and my i n i t i a l r u l i n g w i l l s t i l l h o l d . 

I f you would l i k e t o take some time t o 

reorganize your case on t h a t basis, I would be happy t o 

grant you t h a t time, Miss Aubrey. 

MS. AUBREY: No, Mr. LeMay, I don't t h i n k we 

need t o do t h a t . We're prepared t o address the 

c o r r e l a t i v e - r i g h t s issues, and I w i l l renew my request 

t o make an o f f e r of proof a t the end of BTA's case. 

EXAMINER LEMAY: Thank you. We s h a l l proceed 
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a t t h i s p o i n t . 

MR. CARR: May i t please the Commission, a t 

t h i s time we would c a l l Pete Wilkinson. 

For the record, I would s t a t e we were 

prepared t o c a l l Mr. Greg Hair and Mr. K e i t h Logan 

whose testimony would be v i r t u a l l y i d e n t i c a l t o the 

testimony presented a t the Examiner Hearing and address 

geology, which the p a r t i e s a t t h a t l e v e l s t i p u l a t e d was 

not a c o n t r o l l i n g f a c t o r i n the d r i l l i n g of a w e l l , and 

Mr. Logan's testimony w i l l focus s o l e l y on topographic 

— or p r i m a r i l y on topographical c o n d i t i o n s . I w i l l 

not c a l l them, c o n s i s t e n t w i t h your r u l i n g . 

I w i l l c a l l Mr. Pete Wilkinson, a petroleum 

engineer w i t h BTA. 

PETER B. WILKINSON, 

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 cind 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 t h e 

record, please? 

A. My name i s Peter B.. Wilkinson. 

Q. Mr. Wilkinson, where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed and i n what 
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capacity? 

A. By BTA O i l Producers as an e x p l o i t a t i o n 

manager. 

Q. What i s an e x p l o i t a t i o n manager? 

A. E x p l o i t a t i o n i s j u s t another word f o r 

development. 

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 

Commission? 

A. No, s i r . 

Q. Could you review your educational background 

f o r the members of the Commission and then b r i e f l y 

summarize your work experience? 

A. Yes, s i r . I graducited from Texas Tech 

U n i v e r s i t y i n 1970 w i t h a bachelor of science i n 

petroleum engineering. Since t h a t p o i n t i n time I've 

been g a i n f u l l y employed i n the o i l business by va r i o u s 

d i f f e r e n t operators, the past 13 years w i t h BTA. 

Q. Does your area of r e s p o n s i b i l i t y f o r BTA 

inclu d e the p o r t i o n of southeastern New Mexico which i s 

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

A. Yes, s i r . 

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

i n t h i s matter on behalf of BTA? 

A. Yes, s i r . 

Q. Are you f a m i l i a r w i t h the Pardue Well and the 
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surrounding area? 

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

MR. CARR: At t h i s p o i n t i n tim e , may i t 

please the Commission, we would tender Mr. Wilk i n s o n as 

an expert witness i n petroleum engineering. 

CHAIRMAN LEMAY: His q u a l i f i c a t i o n s are 

acceptable. 

Q. (By Mr. Carr) Mr.. Wilkinson, could you 

e x p l a i n t o the Commission the c u r r e n t s t a t u s of the 

Pardue "C" Number 1 Well? 

A. Yes, s i r . We d r i l l e d the w e l l , completed i t 

on May the 18th. The w e l l i s capable of f l o w i n g t op 

all o w a b l e , but since the p o i n t i n time t h a t we put the 

w e l l on production, we have l i m i t e d the p r o d u c t i o n t o 

the Order t h a t was involved i n the case. 

Q. So i t i s c u r r e n t l y producing a t 53 percent of 

i t s depth-bracket allowable? 

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

Q. Have you had experience w i t h developing other 

Delaware p r o p e r t i e s i n southeastern New Mexico? 

A. Yes, s i r . 

Q. Could you e x p l a i n t o the Commission what your 

personal experience was and how you were i n v o l v e d w i t h 

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

A. We have evaluated numerous Delaware f i e l d s 
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throughout southeastern New Mexico, and i n t h i s 

p a r t i c u l a r area, based on the v o l u m e t r i c c a l c u l a t i o n s 

and the shor t amount of decline-curve a n a l y s i s t h a t we 

had, we f e l t as i f we had a good r e s e r v o i r i n the 

Delaware, b e t t e r than normal, and we decided t o d r i l l 

these w e l l s . 

Q. Now, Mr. Wilkinson, I'm going t o jump forward 

i n your testimony. 

Mr. Wilkinson was a c t u a l l y present, may i t 

please the Commission, t o t e s t i f y about c o n s i d e r a t i o n s 

r e l a t e d t o d i r e c t i o n a l d r i l l i n g , and we w i l l go over 

those and simply address questions concerning 

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

Mr. Wilkinson, could you i d e n t i f y what has 

been marked as BTA E x h i b i t Number 6? 

A. BTA E x h i b i t Number 6 i s simply a copy of the 

l a t e s t producing c a p a c i t i e s of the f o u r w e l l s t h a t we 

have completed i n the Loving East F i e l d . Included are 

Wells B-1, B-2, C-1 and C-2, w i t h the C-1 being the 

w e l l i n question here a t t h i s hearing. 

We have b a r r e l s of o i l per day, b a r r e l s of 

water per day, the amount of gas being produced i n 

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

s i z e and the f l o w i n g - t u b i n g pressure. 

Q. Now, how r e c e n t l y have the w e l l s i n t h i s area 

CUMBRE COURT REPORTING 
(505) 984-2244 



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 

22 

a c t u a l l y been d r i l l e d ? 

A. They've a l l been d r i l l e d or completed i n 

1990. 

Q. 1990 or 1989? 

A. 1989, 1990, a l l the w e l l s t h a t we're f a m i l i a r 

w i t h . 

Q. And do you have on any w e l l a p r o d u c t i o n 

h i s t o r y t h a t would enable you t o a c t u a l l y p r o j e c t what 

the w e l l s w i l l u l t i m a t e l y recover? 

A. No, s i r . 

Q. What i s the purpose of E x h i b i t Number 6? 

A. E x h i b i t Number 6 j u s t goes, i n our o p i n i o n , 

t o show t h a t t h e r e i s no communication amongst t h e f o u r 

w e l l s t h a t we have i n t h i s r e s e r v o i r . 

Q. Have you had data a v a i l a b l e t o you concerning 

the w e l l s operated by B i r d Creek i n the p r o p e r t y south 

of t h i s area? 

A. Very l i m i t e d data. 

Q. Based on the l i m i t e d data t h a t you have 

received, do you have any — have you seen any evidence 

of communication between w e l l s i n the r e s e r v o i r ? 

A. No, s i r . 

Q. Have you t r i e d t o estimate the number of 

acres t h a t a c t u a l l y can be drained by the Pardue "C" 

Number 1 Well? 
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A. Yes, s i r , we have. 

Q. And i s your c a l c u l a t i o n what i s s e t f o r t h a t 

E x h i b i t Number 7? 

A. Yes, s i r . 

Q. Could you go through t h i s e x h i b i t f o r the 

Commission and e x p l a i n what these numbers are and what 

t h i s e x h i b i t i s designed t o show? 

A. Okay, t h i s i s simply a v o l u m e t r i c c a l c u l a t i o n 

on our 8808 JV-P Pardue "C" Well Number 1. I t ' s a 

simple standard engineering c a l c u l a t i o n of the o r i g i n a l 

o i l i n place. I t ' s a formula t h a t ' s , of course, 

accepted throughout the i n d u s t r y . 

We assume one of two t h i n g s t o get our f i n a l 

answer. You e i t h e r have t o assume what area the w e l l 

i s d r a i n i n g or what the recovery f a c t o r i s . 

Q. What recovery f a c t o r have you used? 

A. Okay, i n our an a l y s i s of the w e l l s i n the 

Delaware i n southeastern New Mexico the w e l l s recover 

anywhere from 9 t o 21, 22 percent of t h e o r i g i n a l o i l 

i n place. 

This r e s e r v o i r being a b e t t e r p r o d u c t i v e 

r e s e r v o i r than what we consider an average r e s e r v o i r , 

we f e e l i t ' s on the upper end of t h i s . 

So t h e r e f o r e , I went through my c a l c u l a t i o n s 

and I assumed an a r e a l extent of 20 acres. We have 53 
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f e e t of pay w i t h an average p o r o s i t y o f 16 percent, 

water s a t u r a t i o n of 4 3 percent, and a fo r m a t i o n volume 

f a c t o r of 1.1. 

Using these, plugging them i n t o t he formula, 

we get an o r i g i n a l o i l i n place of 681,801 b a r r e l s of 

o i l . Now, from what l i m i t e d experience we have i n t h i s 

r e s e r v o i r f o r a decline-curve a n a l y s i s , we f e e l as i f 

the w e l l s w i l l make i n the range of 150,000 b a r r e l s of 

o i l each. So you take t h i s and d i v i d e i t by the 

o r i g i n a l o i l i n place, and t h i s comes up t o a 22-

percent recovery f a c t o r . And we f e e l t h a t — 

Q. Just a moment. Twenty-two or 2 0 percent? 

A. That comes up t o 22 percent, and t h a t would 

be based on a 20-acre a r e a l extent. 

Q. A l l r i g h t . 

A. Now, we take — I f you take i t and c o r r e c t 

backwards f o r only a 20-percent recovery f a c t o r , t h i s 

comes up t o an a r e a l extent of 22 acres, which w i l l be 

drained by t h i s w e l l . 

Q. Now, when we consider the dis t a n c e between 

the Pardue Well and the c l o s e s t o f f s e t t i n g w e l l 

operated by B i r d Creek, i f t h i s c a l c u l a t i o n i s c o r r e c t 

and the Pardue Well w i l l d r a i n 22 acres, would t h a t 

drainage r a d i u s have any impact on the o f f s e t t i n g B i r d 

Creek well? 
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A. Very l i t t l e . 

Q. And t h a t B i r d Creek w e l l would be which one? 

A. I t would be the Teledyne Number 1. 

Q. Now, when we go through t h i s c a l c u l a t i o n , I 

want t o be sure we've got the basis f o r these f a c t o r s . 

The A stands f o r the area of drainage? 

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

Q. That's based on the range of drainage areas 

f o r Delaware w e l l s i n the area? 

A. Yes, s i r . 

Q. And because the w e l l s i n t h i s area perform i n 

a better-than-average capacity, you have taken a l a r g e r 

area f a c t o r here? 

A. No, s i r , t h a t ' s not c o r r e c t . 

Q. Okay, e x p l a i n t h a t . 

A. The w e l l s i n t h i s area are b e t t e r than 

average. That's why we chose the upper end of the 

recovery f a c t o r s . 

Q. A l l r i g h t . 

A. The recovery f a c t o r i s i n v e r s e l y p r o p o r t i o n a l 

t o the a r e a l extent. 

Q. Okay. Now, i f we take the other, the 53 

f e e t , the 16-percent p o r o s i t y , the o i l - w a t e r 

s a t u r a t i o n , those f i g u r e s simply come o f f l o g 

c a l c u l a t i o n s — 
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A. That i s c o r r e c t . 

Q. — i s t h a t r i g h t ? 

A. Yes, s i r . 

Q. And so by t a k i n g these f i g u r e s , p l u g g i n g them 

i n t o the formula, you then come up w i t h a drainage area 

of 22 acres? 

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

Q. Where d i d you get the 150,000 b a r r e l s of o i l ? 

A. That was from the decline-curve a n a l y s i s on 

the w e l l down i n Section 23 t h a t was p r e v i o u s l y entered 

i n t he testimony a t the hearing. 

Q. I s t h i s the f i g u r e t h a t both p a r t i e s 

s t i p u l a t e d was an accurate e s t i m a t i o n a t t h e March 

hearing? 

A. Yes, i t was. 

MS. AUBREY: Excuse me, Mr. LeMay. I ' d l i k e 

t o enter an o b j e c t i o n here. I don't b e l i e v e t h e r e were 

any s t i p u l a t i o n s made a t the Examiner Hearing. 

As Mr. Carr has point e d out, you have 

inco r p o r a t e d so I don't t h i n k i t ' s necessary f o r him t o 

ch a r a c t e r i z e i t . 

MR. CARR: A l l r i g h t . We can change the 

question a t t h a t p o i n t , but i n response I would d i r e c t 

the D i v i s i o n ' s a t t e n t i o n t o page 43 of the t r a n s c r i p t 

of t he Examiner Hearing. 
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CHAIRMAN LEMAY: The Commission w i l l take 

t h a t under advisement and look a t page 43. Meanwhile, 

i f there's no s t i p u l a t i o n s , you might rephrase t h e 

question as t o the i n t e n t . 

Q. (By Mr. Carr) Simply, the question was, 

where d i d you get the 150,000-barrel f i g u r e ? 

A. Decline-curve a n a l y s i s . 

Q. I n your o p i n i o n , w i l l continued o p e r a t i o n of 

the Pardue Number 1 — or "C" Number 1 Well — under 

the previous Order impair the c o r r e l a t i v e r i g h t s of 

B i r d Creek? 

A. No, s i r . 

Q. And why i s th a t ? 

A. We f e e l as i f the penalty t h a t was placed 

upon us i n t h a t hearing was s u b s t a n t i a l and severe t o 

BTA, t o where i t would make an i n e q u i t a b l e s i t u a t i o n . 

Q. Do you be l i e v e t h a t t h e r e i s going t o be 

drainage under t h i s penalty from the Teledyne t r a c t t o 

the Pardue Well? 

A. No, s i r . 

Q. I n your opinion, would a f f i r m i n g t he Examiner 

Order and c o n t i n u i n g the present p e n a l t y be i n the best 

i n t e r e s t s of conservation, the pre v e n t i o n of waste, and 

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

A. Yes, s i r , I do. 
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Q. Were E x h i b i t s 6 and 7 prepared by you? 

A. Yes, s i r . 

Q. Do you have anything f u r t h e r t o add t o your 

testimony? 

A. No, s i r . 

MR. CARR: At t h i s time, may i t please the 

Commission, I would move the admission of BTA E x h i b i t s 

6 and 7. 

CHAIRMAN LEMAY: Without o b j e c t i o n , E x h i b i t s 

6 and 7 w i l l be admitted i n t o the record. 

MR. CARR: That concludes my d i r e c t 

examination of Mr. Wilkinson. 

CHAIRMAN LEMAY: Miss Aubrey? 

CROSS-EXAMINATION 

BY MS. AUBREY: 

Q. Good morning, Mr. Wilkinson. 

A. Good morning. 

Q. I be l i e v e you j u s t t e s t i f i e d t h a t i n your 

o p i n i o n , a f f i r m i n g the Examiner Order w i l l p r o t e c t 

c o r r e l a t i v e r i g h t s ; 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. W i l l i t p r o t e c t BTA's c o r r e l a t i v e r i g h t s ? 

A. Yes, ma'am. 

Q. So BTA i s w i l l i n g t o accept a p e n a l t y of some 

s o r t against the production from the Number 1 Well ; i s 
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t h a t r i g h t ? 

A. Yes, ma'am. We f e e l as i f the p e n a l t y t h a t 

was imposed a t the previous hearing i s adequate. 

Q. And what i s your understanding, Mr. 

Wilkinson, of what t h a t penalty i s designed t o do? 

A. The penalty i s designed t o a l l o w B i r d Creek 

t o produce — or allow BTA t o underproduce t h e i r w e l l 

t o an amount of 12,225 b a r r e l s of o i l , thus a l l o w i n g 

B i r d Creek an advantage. 

Q. And why i s t h a t , Mr. Wilkinson? 

A. Because we're producing our w e l l a t les s than 

top allowable when the w e l l i s capable of producing top 

al l o w a b l e . 

Q. And I beli e v e you j u s t t e s t i f i e d t h a t i n your 

o p i n i o n , your w e l l drains 20 t o 22 acres? 

A. Twenty-two acres, yes, ma'am. 

Q. And you're aware t h a t the w e l l s are spaced on 

40's i s t h a t r i g h t ? 

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

Q. Are you assuming r a d i a l drainage i n your 

analysis? 

A. We have done no r a d i a l - d r a i n a g e c a l c u l a t i o n s . 

Q. For the purposes of your testimony today, are 

you assuming a 20-acre c i r c l e around your wellbore? 

A. Well, I don't know what a 2 0-acre c i r c l e i s . 
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Q. Where do you t h i n k your o i l i s coming from, 

Mr. Wilkinson? 

A. From the Delaware Formation. 

Q. And s p e c i f i c a l l y where i n Section 11 i s i t 

coming from? 

A. I t ' s coming from the 40-acre t r a c t 

surrounding our w e l l . 

Q. Completely w i t h i n t h a t 40-acre t r a c t ? 

A. We f e e l as i f the m a j o r i t y of i t i s , yes. 

Q. Well, i f i t ' s only d r a i n i n g 20 acres, and 

you've got a 40-acre t r a c t , i t seems t h a t t h e r e i s some 

area out i n your 40 t h a t doesn't have any o i l i n i t ; i s 

t h a t r i g h t ? 

A. No, ma'am, there's an area w i t h i n t h e 40 

acres t h a t probably w i l l not be drained. 

Q. So you're going t o leave some o i l i n t h e 

ground? 

A. That i s q u i t e p o s s i b l e . 

Q. Are you asking t h i s Commission t o respace 

t h i s pool on 20's? 

A. No, ma'am, we are not. 

Q. Why not? 

A. F i r s t o f f , we couldn't d r i l l i n the center of 

the l o c a t i o n — t h i s quarter s e c t i o n — anyway, so 

t h e r e f o r e we're l i m i t e d . We could not d r i l l another 
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w e l l i n the northern p o r t i o n of t h i s 40-acre t r a c t . 

We're not asking f o r t h a t . 

Q. Now, you — So I understand you c o r r e c t l y , 

you b e l i e v e t h a t your 20 acres of o i l i s e n t i r e l y 

w i t h i n your 4 0-acre p r o r a t i o n u n i t ; i s t h a t c o r r e c t ? 

A. The vast m a j o r i t y of i t , yes, ma'am. 

Q. So why — And B i r d Creek has t h e p r o r a t i o n 

u n i t t o the south; i s t h a t c o r r e c t ? 

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

Q. Well, then, why are you w i l l i n g t o accept any 

pen a l t y a t a l l , Mr. Wilkinson? 

A. We d r i l l e d t h i s w e l l knowing t h a t we had an 

acceptable — t o BTA, at l e a s t — acceptable Order 

e s t a b l i s h e d by the O i l Conservation D i v i s i o n , and we 

f e l t as i f w i t h i n the g u i d e l i n e s of t h e i r r u l i n g t h a t 

we could d r i l l an economical w e l l , and we were 

acceptable t o d r i l l t h i s w e l l per t h e i r Order. 

Q. But you don't t h i n k you're d r a i n i n g BTA's — 

or B i r d Creek's — o i l a t a l l , do you? 

A. We sa i d very l i t t l e . 

Q. How much i s that ? 

A. I have no exact c a l c u l a t i o n s , because we have 

done no ra d i a l - d r a i n a g e c a l c u l a t i o n s . 

Q. You're an engineer, aren't you? 

A. Yes, ma'am. 
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Q. I s t h a t something you do i n your p r o f e s s i o n 

as an engineer? 

A. Yes, ma'am. 

Q. So you can't t e l l the Commission how many 

b a r r e l s you be l i e v e you w i l l d r a i n from the B i r d Creek 

acreage? 

A. Based on previous testimony which has been 

entered i n t o i n t h i s hearing, we b e l i e v e i t was 

approximately the 12,000 b a r r e l s t h a t we were 

penalized. 

Q. So p a r t of your 20 acres of o i l , 12,000-some-

odd b a r r e l s according t o your view of t h i n g s , i s over 

i n B i r d Creek's t e r r i t o r y , r i g h t ? 

A. That i s pos s i b l e . 

A. Do you t h i n k t h a t ' s true? 

A. I n my best op i n i o n , I don't know. 

Q. You don't know how many acres. Could i t be 

more; 

A. I t p o s s i b l y could be. 

Q. How do we f i n d t h a t out, Mr. Wilkinson? 

A. I t would be nice t o have some core data. 

Q. Do we have tha t ? 

A. No, ma'am, we do not. 

Q. Your w e l l i s completed, i s n ' t i t ? 

A. That i s c o r r e c t . 
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Q. I t ' s producing, i s n ' t i t ? 

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

Q. Have you cored i t ? 

A. No, ma1 am. 

Q. Why not? 

A. Economic consi d e r a t i o n s . 

Q. How much i s the cost t o core the w e l l ? 

A. To core t h a t w e l l , approximately, would cost 

us i n the $30,000 t o $40,000 range. 

Q. And what would a core t e l l you? Would i t 

t e l l you about p o r o s i t y ? 

A. Yes, ma'am. 

Q. Would i t t e l l you about p e r m e a b i l i t y ? 

A. Yes, ma'am. 

Q. Would i t give you something on which t o base 

your estimate of a 2 0-acre drainage? 

A. I t would give you one more t o o l under which 

you could make some estimations of r a d i a l drainage, 

yes. 

Q. Now, your claim i s t h a t i t ' s not economic t o 

do t h a t ; i s t h a t r i g h t ? 

A. I d i d not say i t was not economic. I s a i d 

economic — j u s t c onsiderations. 

Q. Well, what are those, s i r ? 

A. Economic considerations are, w i l l our 
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management allow us t o gather t h i s i n f o r m a t i o n by 

u t i l i z i n g core analysis? The answer t o t h a t i s no. 

Q. And why i s t h a t ? 

A. Economic considerations. 

Q. Well, we seem t o be going — 

A. We t r y t o d r i l l w e l l s and make the most 

economical s i t u a t i o n and completions f o r our 

management, and t h a t i s our j o b s o l e l y . 

Q. So i t wasn't your d e c i s i o n not t o core the 

w e l l ? 

A. I t was not. 

Q. I f you had your choice, you'd core i t ? 

A. I f I had my choice, I might core i t , 

p o s s i b l y . 

Q. Now, when was t h i s w e l l completed? 

A. I t was completed May the 18th, 199 0. 

Q. And when d i d you commence d r i l l i n g i t ? 

A. I don't have t h a t date. I t would be 

approximately 10 days t o two weeks p r i o r t o t h a t p o i n t . 

Q. So, say around May 2nd; i s t h a t r i g h t ? 

A. I don't have the exact date o f the spud. I 

be l i e v e t h a t i s a matter of p u b l i c knowledge. 

Q. Now, you t e s t i f i e d t h a t you f e l t when you 

d r i l l e d t h i s w e l l t h a t i t was a better-than-normal 

Delaware w e l l ; i s t h a t c o r r e c t ? 
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A. Yes, ma'am, I b e l i e v e everyone considers t h a t 

t o be the case w i t h t h i s r e s e r v o i r . 

Q. And you be l i e v e t h a t t o be t r u e of the e n t i r e 

East Loving-Delaware Pool? 

A. Yes, ma'am. 

Q. But t h i s i s not a standard Delaware pool? 

A. I n my opi n i o n , I have not run across another 

Delaware pool i n t h i s p o r t i o n of the area t h a t i s equal 

t o t h i s p a r t i c u l a r pay zone. 

Q. I t ' s b e t t e r , i s n ' t i t ? 

A. I n my op i n i o n , yes. 

Q. And you believed t h a t a t the time of the 

Examiner Hearing, d i d n ' t you? 

A. Yes, ma'am, we d i d . 

Q. Do you agree w i t h Mr. Logan's testimony t h a t 

he d i d n ' t know whether or not t h i s was going t o be a 

re g u l a r o l d , standard, garden-variety Delaware pool or 

a better-than-average pool? 

MR. CARR: I would o b j e c t t o the 

c h a r a c t e r i z a t i o n of the testimony. I don't b e l i e v e 

Miss Aubrey can f i n d r e g u l a r o l d , garden-type Delaware 

pools i n t h a t t r a n s c r i p t , and i f we're t o pl a y t h i s 

game I don't want those c h a r a c t e r i z a t i o n s i n the 

reco r d . 

MS. AUBREY: I t may be on page 43, B i l l . 
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MR. CARR: Again, i t ' s not on page 43. 

CHAIRMAN LEMAY: Well, r e c o g n i z i n g t h i s i s 

semi-arid c l i m a t e , we don't expect gardens out i n t h e 

o i l patch, but there may be other d e s c r i p t i v e 

terminology you might use t o t r y and describe the 

character of t h i s pool. 

MS. AUBREY: Mr. LeMay, I ' l l r e f e r t he 

witness t o the record and t r y t o read Mr. Logan's 

d i r e c t testimony d i r e c t l y t o him; how would t h a t be? 

Q. (By Ms. Aubrey) Now, Mr. Logan i s w i t h your 

same company, r i g h t ? 

A. Yes, ma'am. 

Q. He's an engineer? 

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

Q. You are — I be l i e v e s a i d e a r l i e r t h a t you — 

Well, l e t me ask you. Do you stand behind a l l of h i s 

testimony? 

A. Yes, ma'am, we do. 

Q. Do you pers o n a l l y as a witness? 

A. I pe r s o n a l l y , t o my knowledge of e v e r y t h i n g 

t h a t was contained i n the i n i t i a l h earing on BTA's 

behalf, do be l i e v e i n i t , yes, ma'am. 

Q. Okay. And you would t e s t i f y t he same way i f 

the same questions were asked t o you? 

A. Possibly. I probably won't gi v e you the 
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exact same answers. As we a l l know, engineering i s not 

an exact science. 

Q. Uh-huh. That's the whole p o i n t here, i s n ' t 

i t , Mr. Wilkinson? 

A. I be l i e v e so. 

Q. Do you have a copy of the t r a n s c r i p t ? 

A. I'm o b t a i n i n g one r i g h t now. 

Q. Oh, okay, good. On page 22, Mr. Logan 

t e s t i f i e d a t l i n e s 21 t o 25 t h a t the average Delaware 

w e l l would not be an economic venture f o r BTA. Do you 

agree w i t h t h a t ? 

A. I c e r t a i n l y agree w i t h t h a t . 

Q. And Mr. Logan t e s t i f i e d on pages 2 6 through 

2 8 — You can take a minute and look a t t h a t i f you 

want — 

A. Where would you l i k e me t o s t a r t ? 

Q. Let's s t a r t you on the bottom of page 26, 

t h a t i f t h i s were an average Delaware f i e l d , i t would 

be a marginal d e a l ; i s t h a t c o r r e c t ? 

A. I f i t was marginal — an average Delaware 

f i e l d , yes, i t would be a marginal venture f o r BTA. 

Q. And how many — Just f o r an average Delaware 

f i e l d , how many b a r r e l s would you assign t o t h a t w e l l ' s 

recoverable o i l ? 

A. Well, there's a range. 
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Q. Well, can you give me — 

A. Would you l i k e a range, or would you l i k e 

a — 

Q. Sure. 

A. — an average t o the best of my a b i l i t y ? 

Q. Why don't you give me both? 

A. A range — I be l i e v e t h i s w i l l be on the hi g h 

end — of 150,000. There's some t h a t are a l i t t l e 

deeper t h a t do produce more reserves. There's some we 

f e e l as i f make as many as 200,000 b a r r e l s . But t h e r e 

are many, many w e l l s i n the Delaware, throughout t h i s 

p o r t i o n of the country t h a t make anywhere from 5000 t o 

2 0,000 b a r r e l s . We f e e l as i f an average Delaware w e l l 

would be i n the range of 50,000 b a r r e l s of o i l . 

Q. Now, when you a l l decided t o d r i l l t h i s w e l l , 

which d i d you t h i n k you were d e a l i n g with? The f i v e t o 

te n or the — 

A. No, ma'am, we f e l t as i f we were going t o get 

around the 150,000 b a r r e l s or we would not have d r i l l e d 

the w e l l . 

Q. And t h a t was assuming no p e n a l t y ; i s t h a t 

c o r r e c t ? 

A. We d r i l l e d the w e l l under a standing order 

t h a t was entered by the O i l Conservation D i v i s i o n and 

we r e a l i z e d a t the time t h a t we d r i l l e d the w e l l t h a t 
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t h i s was i n e f f e c t , and i t i s s t i l l i n e f f e c t today, 

and we are a b i d i n g by i t . 

Q. Let me rephrase my question. I don't t h i n k I 

made i t c l e a r . When you f i r s t proposed t h i s w e l l 

before the Examiner Hearing took place — 

A. Yes, ma'am. 

Q. — you assumed 150,000 b a r r e l s of o i l — 

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

Q. — i s t h a t correct? 

A. That was the number we used i n our economic 

j u s t i f i c a t i o n . 

Q. And i n t h a t economic j u s t i f i c a t i o n , you 

d i d n ' t i n c l u d e any k i n d of penalty, d i d you? 

A. No, ma'am, not the o r i g i n a l , u n t i l a f t e r we 

had the hearing f i r s t . 

Q. So you assumed t h a t you would be producing 

the allowable of — the depth-bracket a l l o w a b l e of 142 

b a r r e l s a day; 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. Now, how d i d your economic a n a l y s i s change 

once the Examiner entered h i s Order and you could only 

produce 75 b a r r e l s a day? 

A. I t extended our payout approximately from — 

These are rough numbers based on today's o i l p r i c e s of 

$15 a b a r r e l — about from 11 months t o 25 months. And 
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25 months i s very close t o what we consider as one of 

our economic parameters i n t o d e c i d i n g whether or not t o 

d r i l l a w e l l . But we d i d d r i l l t he w e l l under those 

c o n d i t i o n s . 

Q. So I understand you, one of your economic 

parameters i s the time t o payout; 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. What are your others? 

A. The u l t i m a t e r e t u r n on your investment and 

your r a t e of r e t u r n . 

Q. Any others? 

A. That i s a l l . 

Q. What i s your r a t e of r e t u r n on t h i s w e l l w i t h 

the p e n a l t y t h a t has been imposed by th e Examiner? 

A. I do not have t h a t w i t h me, but i t was 

adequate under our g u i d e l i n e s t o d r i l l t he w e l l . 

Q. Do I r e c a l l c o r r e c t l y t h a t i t was over or a t 

100 percent w i t h o u t the penalty? Was t h a t the 

testimony? 

A. I don't understand your question. 

Q. And what i s your i n t e r n a l r a t e of r e t u r n — 

A. That's p r i v i l e g e d — 

Q. — on t h i s well? 

A. — in f o r m a t i o n . 

Q. So you don't i n t e n d t o t e l l us what t h a t i s ; 

CUMBRE COURT REPORTING 
(505) 984-2244 



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 

41 

i s t h a t r i g h t ? 

A. No, ma'am, we do not. 

Q. I n your economic a n a l y s i s of p u t t i n g t o g e t h e r 

an AFE f o r a w e l l — I'm t r y i n g t o take you back before 

the Examiner — the time of the Examiner Hearing — do 

you prepare an AFE? 

A. No, ma'am, I do not. That's prepared by our 

d r i l l i n g department. 

Q. But your company does; 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. And i n t o t h a t AFE goes what they b e l i e v e t o 

be the necessary costs f o r d r i l l i n g t he w e l l ; i s t h a t 

r i g h t ? 

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

Q. Your Mr. Logan t e s t i f i e d t h a t i t would cost 

about $70,000 t o d i r e c t i o n a l l y d r i l l t h i s w e l l . Do you 

a f f i r m t h a t p a r t of h i s testimony? 

A. Yes, ma'am. 

Q. And have you made any review of t h a t number 

t o see whether or not from an economic and reserve-

a n a l y s i s p o i n t of view t h a t ' s a c o r r e c t number? 

A. I have not. Our d r i l l i n g superintendent 

provided t h a t t o us. 

Q. Okay, i s your d r i l l i n g superintendent here 

today t o t e s t i f y ? 
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A. No, ma'am, he i s not. 

Q. Was your d r i l l i n g superintendent a t th e 

Examiner Hearing t o t e s t i f y ? 

A. No, ma'am, he was not. I have worked as a 

d r i l l i n g engineer i n the past, and I f e e l as i f h i s 

numbers are very close t o being c o r r e c t . 

Q. But you haven't reviewed them w i t h regard t o 

t h i s p a r t i c u l a r w e l l i n t h i s p a r t i c u l a r l o c a t i o n ? 

A. Yes, I have looked a t h i s numbers, and I d i d 

agree w i t h them. That i s the way BTA works. He 

provides us w i t h an AFE, we look a t i t . We f e e l as i f 

i t ' s unreasonable, then we go and discuss t h i s w i t h 

him. 

Q. What was your t o t a l AFE cost f o r t h i s w e l l ? 

A. The t o t a l AFE cost f o r a s t r a i g h t hole — 

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

A. — was $450,000. 

Q. Are you aware t h a t B i r d Creek i s producing 

the — d r i l l i n g these same w e l l s f o r an AFE cost of 

around $330,000? 

A. Well, we have discrepancies i n the o i l 

business. I'm sure i f i t was a l a r g e r o i l company i t 

would have been even more. 

We operate i n a very prudent manner. I 

cannot t e s t i f y t o how B i r d Creek d r i l l s or completes 
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w e l l s . 

Q. I d i d n ' t ask you t o , Mr. Wilkinson. I asked 

i f you were aware t h a t t h e i r AFE cost on these w e l l s 

was about $330,000? 

A. I n the testimony, yes. 

Q. Now, by my c a l c u l a t i o n s — and you c o r r e c t me 

i f I'm wrong — $70,000 d i r e c t i o n a l d r i l l i n g c o s t , i f 

t h a t ' s accurate, on a $450,000 AFE i s about two 

percent; i s n ' t t h a t r i g h t , Mr. Wilkinson? 

A. I t would be somewhat less than two percent, 

yes. 

Q. Now, I beli e v e you have t e s t i f i e d t h a t — Let 

me f i n d your testimony here. There was no way t o 

p r o j e c t the u l t i m a t e recovery of reserves when you 

d r i l l e d t h i s w e l l ; i s t h a t r i g h t ? 

A. Based on the l i m i t e d data t h a t we had a t the 

time t h a t we i n i t i a l l y began t h i s p r o j e c t , t h e r e was 

not. 

Q. And i t ' s your testimony t h a t there's no 

communication between BTA's fou r w e l l s ; i s t h a t r i g h t ? 

A. None t h a t we can see a t t h i s p o i n t i n time. 

Q. How f a r are your w e l l s apart? 

A. They're based on 4 0-acre spacing. 

Q. How many — What's the d istance between 

wells? 
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A. I t would be approximately 1320. 

Q. Are you close r t o the B i r d Creek w e l l than 

you are t o any of your other wells? 

A. I ' d have t o scale i t o f f on a map. 

Q. Can you do t h a t f o r me? 

A. I don't have a r u l e r w i t h me. 

Q. Okay, l e t me see i f I can giv e you an e x h i b i t 

t h a t w i l l help you along on t h a t . 

(Off the record) 

THE WITNESS: Miss Aubrey, from using a 

scale? I have a r u l e r here, and our w e l l between our 

"C" 1 and our "C" 2 and the distance between our "C" 1 

and the Teledyne Number 1, they're w i t h i n about, i t 

looks t o me, 50 f e e t d i f f e r e n c e , only. 

Q. (By Ms. Aubrey) And which one's f a r t h e r ? 

A. I be l i e v e ours i s about 50 f e e t f u r t h e r than 

the Teledyne Number 1. 

Q. That's the "C" 2; i s t h a t c o r r e c t ? That 

you're t a l k i n g about? 

A. The "C" 1 t o the "C" 2 distance i s 

approximately 50 f e e t longer than the "C" 1 t o the 

Teledyne. 

Q. And the "C" 2 i s one of the w e l l s t h a t you've 

r e f e r r e d t o on your E x h i b i t Number 6; i s n ' t t h a t 

c o r r e c t ? 
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A. Yes, ma'am. 

Q. Are you aware t h a t t h a t 1 s p r e s e n t l y being 

produced i n v i o l a t i o n of the Gas/Oil Rules f o r t he East 

Loving-Delaware Pool? 

A. Not i n my opin i o n , i t ' s not. This i s a 

g a s / o i l r a t i o t h a t I was given from a w e l l t e s t l a s t 

week, i s 860 cubic f e e t per b a r r e l . 

Q. Are you aware t h a t the "C" 2 does not perform 

i n t he same manner as the "C" 1, or the "B" 1, or the 

"B" 2, t h a t i t ' s a d i f f e r e n t k i n d of wel l ? 

A. I'm not aware of t h a t . 

Q. Okay. Now, what — The "B" Number 1 Well i s 

loc a t e d where? 

A. Which well? 

Q. I t ' s on your E x h i b i t 6. 

A. Which well? 

Q. The "B" Number 1. 

A. Okay, the "B" Number 1 Well i s lo c a t e d t o the 

n o r t h of the "C" Number 1 Well. 

Q. Let me show you an e x h i b i t so we can get the 

Commissioners t o see some of the r e l a t i o n s h i p s here. 

I'm going t o show you what I've marked as B i r d Creek 

E x h i b i t Number 1. 

(Off the record) 

Q. (By Ms. Aubrey) Since t h a t i s not marked as 
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an e x h i b i t , s i r , I ' d l i k e you t o take a minute and see 

whether or not you agree t h a t the w e l l s are c o r r e c t l y 

s p o t t e d t h e r e . 

A. The BTA w e l l s are c o r r e c t . I can't r e a l l y 

t e s t i f y as t o the accuracy of the B i r d Creek. 

Q. You haven't made a study of t h i s area 

s u f f i c i e n t t o know whether or not those w e l l s — w e l l 

l o c a t i o n s are correct? 

A. Well, Well Numbers 1 and 2, they ' r e not 

i d e n t i f i e d as Teledyne 1, Teledyne 2, RGA 1. May I 

r e f e r t o my map? 

Q. You c e r t a i n l y may. I s t h a t a document which 

i s an e x h i b i t ? 

A. I t ' s a copy of a previous e x h i b i t from the 

previous hearing. 

Q. Let's see, you're l o o k i n g a t E x h i b i t Number 

what from the previous hearing? E x h i b i t Number 1? 

A. Yes, ma'am, which i s b a s i c a l l y j u s t a land 

p l a t showing the w e l l s , both by BTA and B i r d Creek. 

Q_. Let me show you t h i s . I s t h i s the one you're 

l o o k i n g at? 

A. No, ma'am. That was an e x h i b i t prepared f o r 

the hearing today, which we have not entered i n t o 

evidence. 

Q. But i t i s a land map, i s n ' t i t ? 
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A. I t c e r t a i n l y appears t o be, yes. 

Q. Does t h a t show the l o c a t i o n s of the wells? 

A. Yes, ma'am. 

Q. And t h a t ' s an e x h i b i t you have w i t h you? 

A. I t ' s not an e x h i b i t we have entered i n t o 

evidence. 

Q. I s i t an e x h i b i t you have w i t h you? 

A. We do have copies of i t , yes. 

Q. Now, why don't you show me what you're 

l o o k i n g at? 

A. I'm look i n g a t b a s i c a l l y the same land map 

w i t h the i n f o r m a t i o n t h a t we've w r i t t e n on here as t o 

whether or not we know what the s i t u a t i o n , t he c o n t r o l s 

of these w e l l s are. 

Q. And i s t h a t a document you i n t e n d t o 

intr o d u c e as an e x h i b i t today? 

A. No, ma'am. This i s f o r my own i n f o r m a t i o n so 

t h a t I could get our p l a t s and the l o c a t i o n of our 

w e l l s r e l a t i v e t o the q u a r t e r - s e c t i o n or the h a l f -

s e c t i o n which we operate. 

Q. So i s the document I'm — t h a t you're l o o k i n g 

a t , t h a t I'm ho l d i n g up, the same one w i t h o u t your 

handwriting? 

A. Yes, ma'am. 

Q. Why don't you look a t t h a t and see i f we've 
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spot t e d the w e l l s c o r r e c t l y . 

A. To the best of my a b i l i t y , yes. 

Q. Now, I'm not asking you t o sponsor t h i s 

e x h i b i t or agree w i t h i t . 

A. C e r t a i n l y . 

Q. We've shown, I w i l l t e l l you a — We have 

assumed 40-acre drainage. That's what the c i r c l e 

around these w e l l s i s . Do you understand t h a t ? 

A. Pure r a d i a l drainage. 

Q. I was t r y i n g not t o confuse you here. I want 

t o get r e a l c l e a r — 

A. This was your c i r c l e map you r e f e r r e d t o 

e a r l i e r . 

Q. And you agree t h a t the w e l l s are c o r r e c t l y 

s p o t t e d ; i s t h a t c orrect? 

A. To the best of my knowledge, yes. I have not 

scaled them o f f , so I can't t e s t i f y t o the accuracy of 

the map. 

Q. Okay, I'm not asking you t o . The "B" 1 i s 

your w e l l ; i s t h a t r i g h t ? 

A. Yes, ma'am. 

Q. The "C" 2 i s your w e l l ; i s t h a t r i g h t ? 

A. Yes, ma'am. 

Q. The "C" 1 i s your w e l l ; i s t h a t r i g h t ? 

A. Yes, ma'am. 
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Q. To your knowledge, the w e l l s down i n 14 are 

B i r d Creek w e l l s ; i s t h a t r i g h t ? 

A. To the best of my knowledge. 

Q. I s i t your opinion t h a t t he "C" 1 i s d r a i n i n g 

any of the reserves which are dedicated t o the B i r d 

Creek Number 2? 

A. The B i r d Creek Number 2? 

Q. Number 2. 

A. No, ma 1 am. 

Q. And you t h i n k there's a l i t t l e b i t t h a t 

you're d r a i n i n g from the Number 1? 

A. There might p o s s i b l y be, yes. 

Q. And you might not, r i g h t , according t o — 

A. We might not. We don't know what type of a 

fl o w s i t u a t i o n we have here. 

Q. Why don't you know th a t , Mr. Wilkinson? 

A. We do not have the data available t o us. 

Q. Have you logged the "C" 1? 

A. Yes, ma'am. 

Q. Do you have those logs with you today? 

A. No, ma'am, I did not bring one. 

Q. Why not? 

A. I didn't f e e l as i f i t was necessary. 

Q. That was your decision? 

A. Yes, ma'am. 
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Q. Have you ever shared the logs on t h i s w e l l 

w i t h anyone? 

A. No, ma'am. 

Q. Have you f i l e d them w i t h the Commission? 

A. I do not know t h a t . 

Q. You've made some net pay assumptions i n your 

c a l c u l a t i o n which I be l i e v e i s E x h i b i t Number 7 today? 

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

Q. Where d i d you get the numbers you used f o r 

your net pay? 

A. Log e v a l u a t i o n . 

Q. Of logs t h a t you're not going t o show us? 

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

Q. I s there any other witness i n t h i s room who 

can t e s t i f y as t o the data on those logs? 

A. Possibly. 

Q. Who's that ? 

A. Mr. Logan. 

Q. Now, you've also got some p o r o s i t y and 

p e r m e a b i l i t y numbers on your E x h i b i t Number 7; i s t h a t 

r i g h t ? 

A. I have no p e r m e a b i l i t y numbers anywhere. 

Q. Po r o s i t y numbers, i s t h a t c o r r e c t ? 

A. That's c o r r e c t , yes, ma'am. 

Q. Where d i d you get th a t ? 
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A. Off the l o g . 

Q. And you d i d not b r i n g t h a t l o g w i t h you 

today? 

A. No, ma'am, as I sa i d before. 

Q. You do not in t e n d t o show t h a t l o g t o the 

Commission? 

A. No, ma'am. 

Q. Now, what i s number B on your E x h i b i t 7? 

Assume B equals 1.1. What do we c a l l t h a t ? 

A. That's your formation volume f a c t o r . That's 

the amount of o i l i n the r e s e r v o i r t h a t i t takes t o 

make one b a r r e l of o i l on the surface. 

Q. And what k i n d of a f l u i d a n a l y s i s have you 

done? 

A. This i s j u s t a general number t h a t I f e e l as 

i f i s c o r r e c t f o r a Delaware w e l l , based on my 

experience. 

Q. So you d i d not draw t h i s from the a c t u a l 

performance of the "C" 1? 

A. No, ma'am. I f y o u ' l l see t h e r e , i t says 

assume Bo equals 1.1. Nowhere i n t h e r e i s i t s t a t e d 

t h a t t h a t i s an a c t u a l number. 

Q. What i s an a c t u a l — Are t h e r e any a c t u a l 

numbers on E x h i b i t 7? 

A. C e r t a i n l y . 
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Q. Which ones? 

A. The heig h t , the p o r o s i t y and t h e water 

s a t u r a t i o n . 

Q. Where d i d you get the water s a t u r a t i o n ? 

A. Log c a l c u l a t i o n s . 

Q. From the logs you're not showing us? 

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

Q. So we're assuming 2 0 acres, and we're 

assuming 1.1; i s t h a t r i g h t ? 

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

Q. Could you have done an a n a l y s i s , a f l u i d 

a n a l y s i s , which would have given you a r e a l number? 

A. Yes, we could. 

Q. And why d i d n ' t you do t h a t , Mr. Wilkinson? 

A. We don't f e e l as i f th e r e i s any reason t o do 

so. 

Q. Don't you t h i n k i t ' s important t o show t h i s 

Commission how many acres of drainage your w e l l w i l l 

a c t u a l l y drain? 

A. I n my experience i n the Delaware Formation, 

the f ormation volume f a c t o r i s i n t h i s exact range. 

Q. And i s t h a t i n a r e g u l a r , average Delaware 

t h a t w e l l t h a t BTA wouldn't d r i l l , or i s t h a t i n a 

Delaware w e l l l i k e the East Loving-Delaware Pool t h a t 

we're d e a l i n g w i t h today? 
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A. Those numbers were obtained from p u b l i s h e d 

l i t e r a t u r e . 

Q. Did you not understand my question, Mr. 

Wilkinson? 

A. I do not know the exact producing c a p a c i t y or 

the recovery f a c t o r s of the f i e l d s t h a t were i n t h i s 

p u blished l i t e r a t u r e . 

Q. Well, I want t o be sure I understand t h i s 

c o r r e c t l y . Your 1.1 number here i s from published 

l i t e r a t u r e ? 

A. Yes, ma'am. 

Q. You do not know whether i t ' s from p u b l i s h e d 

l i t e r a t u r e t a l k i n g about what you and Mr. Logan have 

described as average Delaware w e l l s , or whether i t i s 

from what we have a l l agreed here are b e t t e r - t h a n -

average d i f f e r e n t Delaware w e l l s ; i s t h a t your 

testimony? 

A. Yes. I f — 

Q. Thank you. 

A. — you used a formation volume f a c t o r of 1.2, 

f o r instance, you're only t a l k i n g about less than a 

ten-percent change of your o i l i n place. 

Q. Mr. Wilkinson, t h i s i s not the usual 

s i t u a t i o n , i s i t , where we have a w e l l t h a t hasn't been 

d r i l l e d ? 
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A. I t i s not. 

Q. We know — could know a l o t about t h i s w e l l , 

c o u l dn't we? 

A. I n reference t o what? 

Q. I n reference t o the area t h a t i t would drain? 

A. No, ma'am. I t ' s of too l i m i t e d p r o d u c t i o n a t 

t h i s p o i n t i n time t o make any esti m a t i o n s of what the 

a c t u a l recovery w i l l be. 

Q. I n reference t o the number of f e e t of net 

pay? 

A. No, t h a t i s an a c t u a l number. 

Q. Again from the logs t h a t you d i d not bring? 

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

Q. I s t h i s an economic w e l l f o r BTA a t the — 

w i t h the s i t u a t i o n we have now w i t h the p e n a l t y , where 

you — 

A. Under the c u r r e n t Order, i t i s an economic 

s i t u a t i o n . 

Q. Would you t e l l me what t h a t economic range 

i s , then, from being penalized the way you are, i f 

you're penalized only producing 75 b a r r e l s a day f o r 

s i x months, and how you analyzed i t a t the f r o n t end 

before you d r i l l e d i t ? What's t h a t range? 

A. I t extended the payout, as I p r e v i o u s l y 

t e s t i f i e d t o . 
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Q. So i t ' s — i t almost — i f I r e c a l l your 

testimony c o r r e c t l y , more than doubled t h e payout? 

A. That's c o r r e c t , s l i g h t l y more than doubled. 

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

economical t o d i r e c t i o n a l l y d r i l l t h i s w e l l f o r 

$70,000? 

A. I t was not economically v i a b l e t o d r i l l a 

d i r e c t i o n a l w e l l a t t h i s l o c a t i o n . There are other 

f a c t o r s t o consider, other than the i n i t i a l cost of 

d r i l l i n g a w e l l . 

Q. But i t i s economical f o r BTA t o double t h e 

payout? 

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

Q. Now, l e t me have you look again a t what we've 

marked as B i r d Creek E x h i b i t Number 1, which i s a 

drainage area map prepared by Golden Engineering, which 

you have i n f r o n t of you. 

I f we used your c a l c u l a t i o n s on your E x h i b i t 

7, and these w e l l s were capable of d r a i n i n g o n l y 22 

acres, how would you draw these c i r c l e s ? 

A. They would be somewhat less than the c i r c l e s 

t h a t are on the map. 

Q. And so where, f o r instance, between the "C" 1 

and the "B" 1 the 40-acre c i r c l e s don't overlap, would 

the 2 0-acre c i r c l e s overlap? 
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A. No, ma'am. 

Q. Would there be even more space between them? 

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

Q. Would t h a t , then, mean t h a t t h e r e was o i l 

u n d e r l y i n g the p r o r a t i o n u n i t we're t a l k i n g about i n 

Section 11 t h a t would be l e f t i n the ground? 

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

Q. And do you be l i e v e t h a t t h a t p r o t e c t s 

c o r r e l a t i v e r i g h t s , prevents waste and promotes 

conservation of hydrocarbons? 

A. No, ma'am, I do not. 

Q. Now, you based your decline-curve a n a l y s i s on 

the — a w e l l down i n Section 23; i s t h a t r i g h t ? 

A. Yes, ma'am. 

Q. Do you have t h a t d e c l i n e curve f o r us? 

A. I do not have i t on my person, no, ma'am. 

Q. Why not? 

A. We have i t here i f you would l i k e t o look a t 

i t . 

Q. I would. 

A. Okay, I have the curve. 

Q. May I have i t ? 

A. Well, c e r t a i n l y . 

Q. I t ' s going t o be d i f f i c u l t f o r me t o ask any 

questions about i t i f I don't. 
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A. I t ' s going t o be k i n d of hard f o r both of us 

t o answer questions about i t i f we don't have i t t o 

look a t . 

MS. AUBREY: With the Commission's 

permission, I ' l l stand up here next t o the witness so I 

can look a t the copy. 

CHAIRMAN LEMAY: Permission granted. 

Q. (By Ms. Aubrey) Now, maybe I ' d b e t t e r mark 

t h i s as B i r d Creek E x h i b i t Number 2, j u s t so w e ' l l a l l 

know what we're t a l k i n g about and the recor d i s 

s t r a i g h t . 

Did you prepare t h i s , s i r ? 

A. Mr. Logan d i d . 

Q. I s Mr. Logan going t o t e s t i f y today? 

A. No, Mr. Logan works f o r me, and I have 

reviewed h i s work. 

Q. And what f a c t o r s went i n t o your p r e p a r a t i o n 

of t h i s d e c l i n e curve? 

A. These are a c t u a l numbers of the p r o d u c t i o n up 

u n t i l September, 1989. At t h a t p o i n t i n time t h e w e l l 

had made approximately 48,000 b a r r e l s of o i l . 

We took the d e c l i n e curve and e x t r a p o l a t e d i t 

a t a 2 0-percent d e c l i n e r a t e , which came up w i t h the 

remaining reserves of 99,000 b a r r e l s of o i l . You add 

those t o the 48,000 i t ' s p r e v i o u s l y produced, and you 
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came up w i t h the u l t i m a t e recovery of 147,000 b a r r e l s 

of o i l . 

Q. And you're — You t o l d us e a r l i e r t h a t your 

hypothesis was t h a t you'd have about 150? 

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

Q. Now, t h i s i s on the — This i s n ' t a d e c l i n e -

curve a n a l y s i s f o r the w e l l t h a t we're t a l k i n g about? 

A. No, ma'am. We do not have enough data t o 

i d e n t i f y anything on t h a t . 

Q. So t h i s i s on the South Culebra B l u f f Well 

which i s down i n 23; i s t h a t r i g h t ? 

A. Yes, ma'am. 

Q. What do you know about t h a t w e l l ? 

A. I know t h a t t h a t — produc t i o n curve, and 

t h a t ' s a l l . 

Q. Do know how i t was completed? 

A. No, ma'am, I do not. 

MS. AUBREY: May I take t h i s f o r a moment, 

Mr. LeMay, and show i t t o my engineering witness? 

CHAIRMAN LEMAY: Yes. 

MS. AUBREY: Thank you. 

CHAIRMAN LEMAY: Do you have copies of t h a t ? 

THE WITNESS: No, s i r , we j u s t had the one 

copy. 

MR. CARR: I ' l l be happy t o make copies. I f 
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the Commission would l i k e t o take a break, I ' l l be gla d 

t o do t h a t . 

MS. AUBREY: Perhaps we could do t h a t so I 

can show i t t o my witness and the next witness can look 

a t i t too. 

CHAIRMAN LEMAY: Let's take a ten-minute 

break and come back. Hopefully, y o u ' l l have copies f o r 

a l l of us. There's no copy of t h a t i n t h e previous 

record, i s t h e r e , of t h a t d e c l i n e curve? 

MS. AUBREY: No, s i r . 

CHAIRMAN LEMAY: We'd l i k e t o have copies. 

(Thereupon, a recess was taken a t 10:31 a.m.) 

(The f o l l o w i n g proceedings had a t 10:46 a.m.) 

CHAIRMAN LEMAY: We s h a l l resume. 

Q. (By Ms. Aubrey) Mr. Wilkinson — 

A. Yes, ma'am. 

Q. — I want t o r e f e r you t o what I've marked as 

B i r d Creek E x h i b i t Number 2 — 

A. Okay. 

Q. — which i s your p r o d u c t i o n - d e c l i n e curve. 

A. Okay. 

Q. And t h i s i s f o r the South Culebra B l u f f 

Number 23; i s t h a t r i g h t ? 

A. Yes, ma'am. 

Q. Where i s t h i s w e l l completed? 
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A. I n the Loving-Delaware East F i e l d . 

Q. Which of the f o u r sands? 

A. I'm not aware of which sand i t ' s completed 

i n . I'm not aware of more than one sand t h a t i s 

pro d u c t i v e . 

Q. Which one i s that ? 

A. I t ' s the basal sand r i g h t above the t o p of 

the Bone Springs, which we r e f e r t o as the Loving pay. 

Q. I'm so r r y , I d i d n ' t hear you. 

A. We r e f e r t o i t as the Loving pay. That's 

BTA's nomenclature. 

Q. Have you reviewed the e x h i b i t s from the p r i o r 

hearing? 

A. Yes, ma'am, I be l i e v e so. 

Q. Did you see e x h i b i t s i n the p r i o r hearing 

t h a t t a l k e d about an A, B and a C and a D sand? 

A. They were i n t h e r e , yes. 

Q. Do you agree t h a t t h e r e are — Do you agree 

w i t h t h a t nomenclature? 

A. Well, everyone has t h e i r own nomenclature, 

yes. 

Q. So i f we assume t h a t t h e r e are, i n f a c t , f o u r 

sands, A, B, C and D, and t h a t the D i s the lowest, are 

you then — I s i t your testimony t h a t the South Culebra 

B l u f f Number 2 3 i s completed i n the D? 
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A. I have no knowledge of which sand the w e l l i s 

completed i n . 

Q. Do you know how many sands i t ' s completed in? 

A. No, ma'am, I do not. 

Q. Do you know whether i t ' s completed i n one or 

more? 

A. No, ma'am, I do not. 

Q. Okay. Where i s your "C" Number 1 completed? 

A. What we c a l l the Loving pay. 

Q. And would t h a t be the A, B, C or D? 

A. Under the nomenclature you p r e v i o u s l y s t a t e d , 

i t would be the D. 

Q. I t ' s not completed i n the C? 

A. No, ma'am. 

Q. Or the A or B? 

A. No, ma'am. 

Q. Do you bel i e v e those are p r o d u c t i v e i n t h a t 

w e l l ? 

A. We do not have any basis t o say they are 

pro d u c t i v e or not productive. 

Q. What do your logs show, Mr. Wilkinson? 

A. Log c a l c u l a t i o n s would i n d i c a t e t h a t they 

would be productive. 

Q. Do you inten d t o recomplete the w e l l s i n 

those sands? 
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A. Possibly w e ' l l t e s t them, e v e n t u a l l y , when 

t h i s zone depletes. 

Q. Do you have any — 

A. I only make recommendations; I do not make 

deci s i o n s . 

Q. You make engineering assumptions and giv e 

engineering opinions, though; 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. I s i t your engineering o p i n i o n t h a t the C and 

the D are s u f f i c i e n t l y separated t h a t you are not 

producing from the C i n your well? 

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

Q. So your — I j u s t want t o be sure I 

understand t h i s . Your p r o j e c t i o n of recoverable 

reserves of 150,000 b a r r e l s i s only from the D sand; i s 

t h a t r i g h t ? 

A. Yes, ma'am. 

Q. Have you made any estimates of what t h i s w e l l 

would produce from the A, B and C? 

A. No, ma'am. We do not know t h a t those zones 

are p r o d u c t i v e . 

Q. What do your logs show? 

A. Log c a l c u l a t i o n s i n d i c a t e they would be 

pro d u c t i v e . 

Q. What k i n d of p o r o s i t y does your l o g show i n 
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the — Let's s t a r t w i t h the C. 

A. I don't have a l o g i n f r o n t of me, so I 

cannot t e s t i f y t o t h a t number, t o be exact. 

Q. And so your 53 f e e t of net pay i s only f o r 

the D sand; i s t h a t r i g h t ? 

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

Q. How many f e e t of net pay do you have, 

according t o your logs, i n the C sand? 

A. I do not have t h a t number i n f r o n t of me. 

Q. Do you know whether or not you gained or l o s t 

net pay i n the D sand by moving your l o c a t i o n where you 

did? 

A. Based on our maps, we be l i e v e t h a t we l o s t 

pay by moving t o where we d i d . 

Q. And are those are maps based on your logs? 

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

Q. And you don't have the logs? 

A. No, ma'am, we do not. 

Q. What do you t h i n k about the C sand, Mr. 

Wilkinson? Did you gain or lose net pay? 

A. I don't have those numbers. 

Q. I s i t your testimony today t h a t BTA has not 

looked a t the C sand as a prod u c t i v e zone i n t h i s 

wellbore? 

A. We have done l o g c a l c u l a t i o n s s o l e l y on i t . 
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Q. Do you have a f l u i d a n a l y s i s on your "B" 1 or 

your "B" 2 well? 

A. No, ma1 am. 

Q. Have you done a f l u i d a n a l y s i s on your "B" 1 

or your "B" 2 well? 

A. No, ma1 am. 

Q. What about the "C" 2? 

A. No, ma'am. 

Q. You haven't performed a f l u i d a n a l y s i s on any 

of these w e l l s which you b e l i e v e t o be i n t h i s b e t t e r -

than-average Delaware pool? 

A. No, we have not. 

Q. Have you done — performed any t e s t s from 

which we could do a c a l c u l a t i o n , such as you have done 

f o r us on E x h i b i t Number 7, using a c t u a l numbers. 

A. No, ma'am. As f a r as the f o r m a t i o n volume 

f a c t o r , no, we have not. 

Q. What would be — I n your view, what would be 

the number of acres t h a t t h i s w e l l could d r a i n , your 

"C" Number 1 could d r a i n , i f i n f a c t the f o r m a t i o n 

volume f a c t o r were 1.5? 

A. I've never experienced a 1.5 fo r m a t i o n volume 

f a c t o r i n the Delaware. 

Q. I n which Delaware? 

A. I n any Delaware sand t h a t I have been 
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p e r s o n a l l y involved w i t h . 

Q. And have you been p e r s o n a l l y i n v o l v e d w i t h 

t h i s p a r t i c u l a r Delaware sand before? 

A. No, ma'am. 

Q. So you have no knowledge and can't help us 

out on t h a t a t a l l ? 

A. A l l I have i s what's based on l i t e r a t u r e . 

Q. And you don't know whether t h a t l i t e r a t u r e 

r e f e r s t o the average Delaware pool or t o t h i s 

p a r t i c u l a r — 

A. I t does not — 

Q. — Delaware pool? 

A. — r e f e r t o t h i s p a r t i c u l a r f i e l d , no, i t 

does not. 

Q. I t does not. You know t h a t i t does n o 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. How i s E x h i b i t 7 h e l p f u l t o us, then, Mr. 

Wilkinson? 

A. E x h i b i t 7 i s j u s t a vo l u m e t r i c c a l c u l a t i o n 

of — 

Q. Based — 

A. — the one place t h a t we — t o the best of 

our a b i l i t y , under our t r a c t . 

Q. But you know t h a t t h i s i s n ' t an average 
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Delaware sand, don't you? 

A. I t ' s above average, yes. 

Q. And you know, and I be l i e v e you've t o l d us 

today, t h a t you were using a c a l c u l a t i o n which you know 

i s based on the average Delaware sand; i s t h a t c o r r e c t ? 

A. I only assumed a formation volume f a c t o r . 

That i s the only t h i n g t h a t I have assumed i n t h i s 

c a l c u l a t i o n . The other data i s accurate data from l o g 

a n a l y s i s . 

Q. Now, the formation volume f a c t o r a f f e c t s how 

many net acres you come out w i t h , doesn't i t ? 

A. I t would. 

Q. Okay. Now, i f t h a t number gets bigger, what 

happens t o the number of acres? 

A. They get bigger. 

Q. Huh. Mr. Wilkinson, what do you — As an 

engineer, do you bel i e v e t h a t a recovery f a c t o r , say i n 

the neighborhood of 29 t o 30 percent, would be f a i r f o r 

t h i s p a r t i c u l a r Delaware sand i n which your w e l l i s 

completed? 

A. I do not. 

Q. Do you be l i e v e t h a t ' s too high? 

A. Yes, ma'am, I do. 

Q. And where d i d you get the 20-percent recovery 

f a c t o r t h a t — You've done t h a t on the l i t t l e 
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c a l c u l a t i o n s — 

A. Based on an experience basis, based t o t a l l y 

on my experience as an engineer. 

Q. I n what — 

A. I n Delaware f i e l d s throughout southeastern 

New Mexico and Texas. 

Q. Delaware f i e l d s such as t h i s one? 

A. Such as t h i s one. 

Q. Above-average Delaware f i e l d s ? 

A. I have looked a t q u i t e a few above-average 

Delaware f i e l d s , yes, ma'am, and the ones t h a t are 

above average, the recovery f a c t o r s we f e e l as i f are 

i n the 2 0- t o 22-percent range. The poorer ones are i n 

the 9- t o 10-percent range. And based on what we f e l t 

l i k e — This f i e l d was a good f i e l d — we f e l t as i f 

the recovery f a c t o r s would be higher. 

Q. And you t h i n k 30 percent would be too h i g h ; 

i s t h a t r i g h t ? 

A. Absolutely, I be l i e v e i t would be too h i g h . 

Q. Now, on your decline-curve a n a l y s i s , which i s 

— we've r e f e r r e d t o as B i r d Creek Number 2 — which 

was prepared by your Mr. Logan, you show a 20-percent 

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

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

Q. But you don't know from which of the f o u r — 
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i n which of the fou r sands t h i s w e l l i s completed? 

A. No, ma'am. 

Q. Or how many of the four? 

A. A l l I know i s t h i s w e l l i s completed — 

MR. CARR: Objection — 

THE WITNESS: — i n the Loving pay. 

MR. CARR: — I t h i n k these questions have 

been asked and answered over and over again, how many 

sands t h i s w e l l has been completed i n , and our witness 

has t e s t i f i e d he doesn't know, he doesn't know i f 

there's more than one, and I o b j e c t . The testimony i s 

r e p e t i t i v e . 

CHAIRMAN LEMAY: I t occurs t o me we're 

g e t t i n g r e p e t i t i v e i n t h i s . I've heard these questions 

asked before and answered, and I — 

MS. AUBREY: I ' l l be happy — 

CHAIRMAN LEMAY: I don't know what you're 

t r y i n g t o do. 

MS. AUBREY: I ' l l be happy t o move on, Mr. 

Lemay. 

Q. (By Ms. Aubrey) And based on t h i s , you 

c a l c u l a t e 147,000 b a r r e l s of o i l as recoverable 

reserves a t t r i b u t a b l e t o the South Culebra B l u f f Number 

1 — I mean Number 23. 

A. 23, Number 1, yes. 
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Q. Okay. I know you t o l d us — And I'm not 

t r y i n g t o be r e p e t i t i v e here — I know you've t o l d us 

t h a t you don't have your logs, but do you know of your 

own knowledge what the p e r f o r a t e d i n t e r v a l i n the "C" 

Number 1 is? 

A. No, ma'am. These 53 f e e t are based on net 

pay. I t ' s not the gross p e r f o r a t e d i n t e r v a l . 

Q. And my question i s , do you know what t h a t i s ? 

A. No, ma'am, I do not have t h a t w i t h me. 

Q. I s i t here i n the room? 

A. Yes, ma'am. The gross p e r f o r a t e d i n t e r v a l i s 

6041 t o 6114. 

Q. That's 6041 t o 6114; i s t h a t r i g h t ? 

A. That's c o r r e c t ; 73 f e e t , t o the best of my 

knowledge. 

Q. Seventy-three feet? 

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

Q. I thought you said i t was 53 f e e t . 

A. F i f t y - t h r e e f e e t i s a net pay; 73 f e e t i s a 

gross pay. Not a l l the zone w i t h i n the Loving pay i s 

f e l t t o be produ c t i v e . 

Q. Now, on what basis do you throw — 

A. Log a n a l y s i s . 

Q. Let me f i n i s h my question, Mr. Wilk i n s o n , and 

then I won't have t o repeat i t and I won't get y e l l e d 
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a t . 

On what do you base — What c r i t e r i a do you 

use t o throw t h a t 20 f e e t out? 

A. Po r o s i t y less than 10 percent. 

Q. Have you done any — Do you have an o p i n i o n 

as t o the p e r m e a b i l i t y of t h i s Delaware sand? 

A. My only opinion i s a non-exact nature. I 

be l i e v e i t ' s a t i g h t Delaware sand, because t h e w e l l s 

are nonproductive u n t i l they're f r a c t u r e - s t i m u l a t e d . 

Q. Okay. Can you — For purposes of your 

testimony today, can you put t h a t i n t o m i l l i d a r c i e s f o r 

me? 

A. No, ma'am, I cannot. 

Q. Can you give me a range? 

A. No, ma'am, I cannot. 

Q. Do you know what range of p e r m e a b i l i t y Mr. 

Logan assumed i n h i s testimony? 

A. No, ma'am, I'm not aware of t h a t . 

Q. Would you agree w i t h me t h a t a t i g h t sand 

would be i n the area of 5 t o 10 m i l l i d a r c i e s ? 

A. No, I c e r t a i n l y would not. 

Q. Okay, what — can you — What would you c a l l 

t i g h t ? 

A. I would t h i n k less t i g h t would be .1 

m i l l i d a r c i e s t o 3 t o 4 t o 5 m i l l i d a r c i e s . 
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Q. .1 t o 5 would be your range? 

A. To 5, yes. 

Q. Okay. 

A. I have no exact numbers on t h i s r e s e r v o i r . 

Q. I s t h a t something you can t e l l from your 

logs? 

A. No, ma'am, i t i s not. 

MS. AUBREY: Okay. May I have a moment, Mr. 

Lemay? 

CHAIRMAN LEMAY: Yes. 

(Off the record) 

Q. (By Ms. Aubrey) Let me ask you a couple more 

questions. Are any of the BTA w e l l s on top? 

A. No, ma'am, they're not. They're a l l f l o w - i n s 

t h a t you see on E x h i b i t Number 6. I t shows a f l o w i n g 

t u b i n g pressure and a choke s i z e . Those are not 

i n d i c a t i v e of a r t i f i c i a l l i f t . 

Q. Mr. Wilkinson, do you know who the working-

i n t e r e s t owners i n your p r o r a t i o n u n i t are? 

A. BTA O i l Producers. 

Q. Do you know what the r a i l r o a d ' s i n t e r e s t i n 

t h i s u n i t i s ? 

A. No, ma'am, I do not. 

Q. There's a r a i l r o a d r i g h t - o f - w a y i n your 

p r o r a t i o n u n i t , i s n ' t there? 
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A. I be l i e v e — Yes, ma'am. 

Q. Did you s e l e c t the l o c a t i o n a t which t h i s 

w e l l was d r i l l e d ? 

A. No, ma'am, I d i d not. 

Q. Who d i d th a t ? 

A. Our d r i l l i n g superintendent. 

Q. And what's h i s name? 

A. Bud Johnson. I d i d p e r s o n a l l y i n s p e c t the 

s i t e . 

Q. So you've been on the ground? 

A. Yes, ma'am, I have. 

Q. Were you involved i n the d r i l l i n g completion 

of your "B" Number 1 Well? 

A. I n making a recommendation t o management t o 

d r i l l the w e l l , yes, I was. 

Q. And t h a t — You show t h a t on our E x h i b i t 

Number 1; i s t h a t correct? 

A. Yes, ma'am. 

Q. And t h a t ' s c o r r e c t l y l o c a t e d ; i s t h a t your 

testimony? 

A. I cannot t e s t i f y t o the accuracy of your 

e x h i b i t s . That would be l u d i c r o u s . 

Q. No, I don't want you t o do t h a t , Mr. 

Wilkinson. You looked a t the l i t t l e e x h i b i t up t h e r e 

t h a t you haven't introduced, and I b e l i e v e you 
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t e s t i f i e d e a r l i e r t h a t from l o o k i n g a t your own map and 

lo o k i n g a t t h i s map the w e l l i s c o r r e c t l y l o c a t e d . I f 

you can't — 

A. To the best of my a b i l i t y . 

Q. I won't say one more question, because 

lawyers always say t h a t and then go on f o r an hour, but 

where i s the bottom-hole — the exact bottom-hole 

l o c a t i o n of the "C" Number 1 as completed? 

A. We do not have t h i s i n f o r m a t i o n . We d i d not 

run a d i r e c t i o n a l survey. 

Q. You don't know where your w e l l — your 

bottom-hole l o c a t i o n is? 

A. No, ma'am. Based on the d e v i a t i o n surveys 

t h a t were run i n the w e l l , they are w i t h i n the l i m i t s 

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

Q. So you know you're i n your p r o r a t i o n u n i t , 

huh? 

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

Q. Do you know whether — 

A. You can take the angles of d e v i a t i o n and add 

them up, and y o u ' l l get t o where the w e l l i s s t i l l on 

our p r o r a t i o n u n i t . Exact l o c a t i o n of which way the 

w e l l went, we do not have t h i s i n f o r m a t i o n . We d i d not 

run a d e v i a t i o n a l survey. 

Q. So you don't know whether i t d r i f t e d t o the 
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n o r t h or t o the south? 

A. No, ma'am, we do not. 

MS. AUBREY: That's a l l I have, Mr. 

Wilkinson. Thank you. 

CHAIRMAN LEMAY: A d d i t i o n a l questions of the 

witness? 

MR. CARR: I have no f u r t h e r questions. 

COMMISSIONER WEISS: Yes, I have one. 

CHAIRMAN LEMAY: Commissioner Weiss? 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. I s t h i s r e s e r v o i r contiguous, or i s i t a 

bunch of 20-acre r e s e r v o i r s ? 

A. No, s i r , i t ' s one contiguous r e s e r v o i r , i n 

our o p i n i o n . 

COMMISSIONER WEISS: That's the only question 

I have. 

CHAIRMAN LEMAY: Thank you. I have no 

questions. 

Mr. Carr, r e d i r e c t ? 

MR. CARR: We have no r e d i r e c t and no t h i n g 

f u r t h e r as p a r t of our d i r e c t testimony. 

CHAIRMAN LEMAY: Thank you. The witness may 

be excused. 

Miss Aubrey, would you l i k e t o present your 
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case? 

MS. AUBREY: Yes, I would, Mr. LeMay, and a t 

t h i s time I ' d l i k e t o renew my request t o be allowed t o 

put on topographic testimony t o show the a c t u a l number 

of l o c a t i o n s t h a t were a v a i l a b l e t o BTA. 

CHAIRMAN LEMAY: Request denied. 

MS. AUBREY: And also t o present testimony on 

questions of net pay which t h i s witness has r a i s e d . 

CHAIRMAN LEMAY: As they p e r t a i n t o 

c o r r e l a t i v e r i g h t s , we accept testimony, as t o p e n a l t y 

assessment and c o r r e l a t i v e r i g h t s . 

MS. AUBREY: But you — So the record•s 

c l e a r , you w i l l not allow me t o put on any testimony 

w i t h regard t o whether or not t h e r e were standard 

l o c a t i o n s a v a i l a b l e t o BTA a t the time t h a t they made 

t h e i r i n i t i a l request f o r an unorthodox l o c a t i o n ? 

CHAIRMAN LEMAY: I t h i n k t h a t was c l e a r , t h a t 

we r u l e d t h a t the w e l l was d r i l l e d under a v a l i d Order 

and t h a t you had the o p p o r t u n i t y t o stay t h e Order, 

suspend a c t i o n , which you chose not t o do. Therefore 

the w e l l i s a f a i t accompli, and we w i l l r u l e on the 

c o r r e l a t i v e r i g h t s issues, which i s our r e s p o n s i b i l i t y , 

yes. 

MS. AUBREY: So t h a t I don't do anything 

wrong here, since there has been some t a l k about 
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d i r e c t i o n a l d r i l l i n g i n both — i n cross-examination — 

w i l l you permit me t o put on a witness as t o how much 

i t would cost t o have d i r e c t i o n a l l y d r i l l e d t h i s w e l l ? 

CHAIRMAN LEMAY: I f you can show a 

c o r r e l a t i o n between t h a t and the pen a l t y f a c t o r i n 

c o r r e l a t i v e r i g h t s w i t h o u t t r y i n g t o e s t a b l i s h a l i n e 

of argument t h a t would penalize BTA f o r d r i l l i n g t h a t 

l o c a t i o n , yes, the Commission i s charged w i t h coming up 

w i t h an order a t a de novo. 

By i n c o r p o r a t i n g the previous r e c o r d , we 

c e r t a i n l y have access t o any i n f o r m a t i o n on d i r e c t i o n a l 

d r i l l i n g . However, I t h i n k i t ' s important t o e s t a b l i s h 

how t h a t would a f f e c t any re v i s e d p e n a l t y c a l c u l a t i o n 

based on d r a i n a g e / c o r r e l a t i v e - r i g h t s c o n s i d e r a t i o n s , 

not n e c e s s a r i l y whether BTA had the o p t i o n t o d r i l l 

another l o c a t i o n or not. That's not an issue i n the 

hearing. 

The w e l l ' s already been d r i l l e d . I t h i n k 

t h a t was est a b l i s h e d . 

MS. AUBREY: I understand t h a t , Mr. LeMay, 

and t h a t i s es t a b l i s h e d . I'm not t r y i n g t o belabor 

t h i s . I j u s t want t o be very c l e a r t h a t you are — you 

as the Commission are accepting some of the testimony 

below w i t h o u t a l l o w i n g me t o cross-examine or even put 

on d i r e c t testimony on those issues, and I'm only 
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allowed t o cross-examine on those witnesses t h a t they 

choose t o present today. 

I guess I j u s t don't understand how i t i s 

t h a t the Commission can adopt the Examiner reco r d i n a 

de novo hearing, and then r e s t r i c t my a b i l i t y t o put on 

d i r e c t proof. 

CHAIRMAN LEMAY: Proof of what? We accept 

d i r e c t proof as i t p e r t a i n s t o what we w i l l have t o 

issue an order on. Proof of whether they had other 

l o c a t i o n s t o d r i l l i s not r e l e v a n t — wouldn't help us 

at a l l t o a s c e r t a i n what the proper p e n a l t y should be. 

That's the reason. 

MS. AUBREY: Well, l e t me j u s t g i v e you t h i s 

h y p o t h e t i c a l . I'm not saying t h a t we would — we are 

making t h i s statement or t h a t we can prove i t . 

But, f o r instance, i f we were able t o show 

t h a t misstatements of f a c t were made t o the Examiner 

about whether or not other l o c a t i o n s were a v a i l a b l e and 

you accepted t h a t , you would c e r t a i n l y have the a b i l i t y 

t o shut the w e l l i n , t o refuse t o assign an all o w a b l e 

t o the w e l l . That's an o p t i o n you have today. 

CHAIRMAN LEMAY: I t h i n k what you're saying 

i s t h a t — whether they l i e d under oath. I f t h a t was 

the case, t h a t ' s a separate issue e n t i r e l y . 

But assuming t h a t they were t e l l i n g t h e t r u t h 
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and t h a t the record i s t r u t h f u l i n a l l regards, t he 

Examiner issued a v a l i d r u l i n g which — an Order which 

they d r i l l e d under. 

And now we have a matter of f a c t here of a 

w e l l c o r r e c t l y — I mean, c o r r e c t l y i n the sense of 

being d r i l l e d under a proper j u r i s d i c t i o n of the 

D i v i s i o n — and now we have a c o r r e l a t i v e - r i g h t s issue 

as t o what the proper penalty should be. 

Any other testimony would be i r r e l e v a n t as t o 

whether they had other l o c a t i o n s t o d r i l l , because t h e 

w e l l ' s d r i l l e d already. 

MS. AUBREY: Well, Mr. LeMay, how i s B i r d 

Creek t o show t h a t they l i e d under oath — i f t h a t ' s 

what they d i d , i f t h a t ' s what we b e l i e v e they d i d — 

how are we t o show t h a t w i t h o u t being allowed t o put on 

the testimony? 

CHAIRMAN LEMAY: Mr. Carr? 

MR. CARR: Do t h a t from cross-examination, 

j u s t l i k e I inte n d t o do i f they l i e today t o you. At 

the time of the hearing. 

MS. AUBREY: Well — 

MR. CARR: And then you get an order and you 

go forward w i t h i t . And i f you want t o stay i t , you 

t r y and stay i t . 

But we're here before you. The question 
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i s n ' t whether d i r e c t i o n a l d r i l l i n g , $70,000 versus 

$30,000, i s r e l e v a n t t o whether they decided t o d r i l l . 

W e l l, they d i d d r i l l the w e l l . That was a f a c t o r . 

I t ' s done. 

The question i s , i s t h e r e drainage t h a t you 

need t o act t o o f f s e t the penalty? 

MR. STOVALL: Mr. Chairman, i f I might o f f e r 

t o r e d i r e c t the focus of why you made your d e c i s i o n 

i n i t i a l l y , the issue r a i s e d a t the i n i t i a l h e a r i n g and 

here i s w i t h respect t o B i r d Creek's c o r r e l a t i v e 

r i g h t s . 

I assume the o b j e c t i o n i s based upon t h e i r 

b e l i e f t h a t t h e i r c o r r e l a t i v e r i g h t s may be v i o l a t e d as 

a r e s u l t of t h i s w e l l being located where i t i s and 

producing a t a given r a t e . 

I t h i n k — Your u n d e r l y i n g d e t e r m i n a t i o n w i t h 

respect t o l o c a t i o n has t o do w i t h the f a c t t h a t 

because the w e l l was v a l i d l y d r i l l e d under a D i v i s i o n 

Order, waste could occur as the r e s u l t of not a l l o w i n g 

BTA t o produce the w e l l , and c o r r e l a t i v e r i g h t s can be 

e f f e c t i v e l y p r o t e c t e d by imposing a proper p r o d u c t i o n 

r e s t r i c t i o n on t h a t w e l l i n order t o p r o t e c t B i r d 

Creek's resources based upon i t s l o c a t i o n . 

And I t h i n k t h a t ' s — I f I understand the 

Chairman c o r r e c t l y , t h a t i s the focus of what the 
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Commission i s l o o k i n g a t today. 

CHAIRMAN LEMAY: Well, the Commission has 

granted unorthodox l o c a t i o n s , many, many unorthodox 

l o c a t i o n s , f o r a v a r i e t y of reasons. I t could be 

g e o l o g i c a l . They might choose t o j u s t d r i l l t h i s 

l o c a t i o n w i t h o u t having t o d r i l l i t — or w i t h o u t 

having t o deviate i t . 

Once they d r i l l i t — or before they d r i l l 

i t , a c t u a l l y — a penalty i s u s u a l l y assessed w i t h — 

once they crowd a neighbor. That p e n a l t y can be 

argued, which we're doing here today. 

The f a c t t h a t they had other l o c a t i o n s i s n ' t 

t r u l y a c o n s i d e r a t i o n , e s p e c i a l l y of t h i s h e a ring. 

There's no reason — I mean, we've granted i n the past, 

as you're w e l l f a m i l i a r , unorthodox l o c a t i o n s based on 

geology alone. 

But we do render opinions, and we do render 

f i n d i n g s and an Order, based on the c o r r e l a t i v e r i g h t s 

of t he various p a r t i e s , and t h a t ' s what we're here t o 

hear, not t o nec e s s a r i l y rehash whether they had other 

options a v a i l a b l e which they chose not t o exe r c i s e . 

MS. AUBREY: Well, Mr. LeMay, my p o i n t i s 

t h a t Mr. Carr suggests t h a t I get t o t h i s through 

cross. He i s not c a l l i n g any witnesses t h a t I can 

cross-examine who t e s t i f i e d before. So I can't cross 
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anyone. 

Mr. Wilkinson d i d not t e s t i f y p r e v i o u s l y . He 

d i d not t e s t i f y a t the Examiner Hearing. So — And Mr. 

Carr has el e c t e d not t o c a l l those witnesses — 

CHAIRMAN LEMAY: Mr. Carr? 

MS. AUBREY: — so I can't get t o i t through 

cross. 

MR. CARR: I have t h r e e witnesses, Mr. LeMay, 

t h a t have presented testimony i n these two proceedings. 

Mr. Logan and Mr. Hair t e s t i f i e d a t the Examiner l e v e l , 

and an a t t o r n e y from the K e l l a h i n f i r m cross-examined 

them. 

Today, because they were going t o t a l k about 

geology and the surface l o c a t i o n , I d i d n ' t c a l l them. 

I c a l l e d Mr. Wilkinson. He has been cross-examined. 

Every word of testimony BTA has presented has been 

sub j e c t t o cross-examination. 

Without a v a l i d order, we've acted on i t , and 

i t seems t o me t h a t there i s a time t o go on and go 

forward. And the question now i s , does t h i s l o c a t i o n 

impair t h e i r c o r r e l a t i v e r i g h t s ? I t ' s a c o r r e l a t i v e -

r i g h t s / d r a i n a g e question. Every b i t of testimony has 

been subject t o cross. 

CHAIRMAN LEMAY: Miss Aubrey, BTA i s not 

re q u i r e d t o put on witnesses t h a t you can cross-
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examine. Those t h a t they do put on are s u b j e c t t o 

cross-examination. 

You're p e r f e c t l y f r e e t o make the case, and I 

hope you do, t h a t a d i f f e r e n t p enalty should be 

ap p l i c a b l e i n t h i s case. But t h a t ' s your 

r e s p o n s i b i l i t y . 

MS. AUBREY: Well, I understand t h a t , Mr. 

LeMay. My understanding i s t h a t they have a burden of 

proof here, t h a t i t ' s the same burden of proof they had 

below, t h a t t h i s i s a de novo hearing, not an appeal. 

And I w i l l proceed as you d i r e c t me t o proceed. 

CHAIRMAN LEMAY: Yes, and the recor d has been 

inco r p o r a t e d , the record of the previous hearing has 

been incorporated, and the Commissioners w i l l take t h a t 

i n t o account i n rendering t h e i r d e c i s i o n on t h i s case. 

So you may proceed. 

MS. AUBREY: Thank you. 

MR. STOVALL: Mr. Chairman, may I ask Miss 

Aubrey a question r e l a t i n g t o a statement t h a t she made 

a moment ago? 

CHAIRMAN LEMAY: Yes, Mr. S t o v a l l . 

MR. STOVALL: Miss Aubrey, you i n t i m a t e d , you 

st a t e d t h a t you believed the BTA witnesses made 

i n c o r r e c t statements when c a l l e d . Are you s t a t i n g t h a t 

you b e l i e v e they p e r j u r e d themselves? 
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MS. AUBREY: Well, Mr. S t o v a l l , I don't t h i n k 

i t ' s up t o me t o cha r a c t e r i z e t h a t . I t h i n k i t ' s 

simply an — I have the o b l i g a t i o n on behalf of my 

c l i e n t t o present testimony, and I'm prepared t o do 

t h a t today, and support my statements t h a t t h e r e are a t 

l e a s t two l o c a t i o n s t h a t could have been d r i l l e d , t h a t 

one of those l o c a t i o n s i s e n t i r e l y out of t h e 

f l o o d p l a i n , t h a t the l o c a t i o n which they chose f o r the 

"B" Number 1 Well i s i n the f l o o d p l a i n , t h a t t he 

reasons t h a t they gave t o the Examiner f o r choosing 

t h e i r l o c a t i o n are not supported by the topography. 

They have said i t ' s not geology; i t ' s 

topography. I mean, we a l l know t h a t you can't j u s t 

get an unorthodox l o c a t i o n — 

MR. STOVALL: I'm asking you — 

MS. AUBREY: — we know — 

MR. STOVALL: Miss Aubrey, I asked you i f 

you're s t a t i n g t h a t they p e r j u r e d themselves — 

MS. AUBREY: I am not — 

MR. STOVALL: — t h a t was my questio n . 

MS. AUBREY: I'm not s t a t i n g t h a t they 

p e r j u r e d themselves. I'm s t a t i n g , and I have s t a t e d , 

and I w i l l s t a t e again, t h a t I b e l i e v e they m i s s t a t e d 

the f a c t s t o the Examiner. I am not s t a t i n g t h a t they 

d i d t h a t i n t e n t i o n a l l y . 
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MR. STOVALL: I j u s t wanted t o get t h a t 

c l e a r . I have nothing f u r t h e r on t h a t . 

CHAIRMAN LEMAY: Okay. You may continue, 

Miss Aubrey. 

MS. AUBREY: Thank you. C a l l L a r r y 

Robinette. 

LAWRENCE W. ROBINETTE. 

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 : 

EXAMINATION 

BY MS. AUBREY: 

Q. Would you s t a t e your name f o r the rec o r d , 

please? 

A. Lawrence W. Robinette. 

Q. And what's your occupation, Mr. Robinette? 

A. I'm — work as a land-management c o n s u l t a n t , 

b a s i c a l l y as a land manager f o r B i r d Creek Resources. 

Q. And have you t e s t i f i e d p r e v i o u s l y between the 

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

had your q u a l i f i c a t i o n s as a land made made a matter — 

landman made a matter of record? 

A. Yes, I have. 

MS. AUBREY: Mr. LeMay, I tender Mr. 

Robinette as an expert i n petroleum land t i t l e . 

CHAIRMAN LEMAY: His q u a l i f i c a t i o n s are 
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acceptable. 

MS. AUBREY: Thank you. 

Q. (By Ms. Aubrey) So t h a t we can move t h i s 

along, Mr. Robinette, would you j u s t b r i e f l y describe 

B i r d Creek's involvement i n Section 14, i n t h e w e l l 

south of the w e l l we're t a l k i n g about here today? 

A. Yes, b a s i c a l l y we acquired the i n t e r e s t , we 

purchased the i n t e r e s t of Texaco i n a gas w e l l c a l l e d 

the Carrasco Comm and subsequently acquired a farmout 

from Amoco Production, which gave us approximately 67-

plus percent of the i n t e r e s t i n the west h a l f of 

Section 14 i n s o f a r as i t covers from the surface t o the 

base of the Delaware. 

Of course, i n the case of the Texaco i n t e r e s t 

we own, you know, down t o the t o t a l depth of the — 

covered by the leases. 

Q. And how many w e l l s does B i r d Creek have 

completed and producing i n t h i s area? 

A. We have s i x completed and producing i n the 

west h a l f of Section 14. We have one w e l l completed, 

but i t ' s not on l i n e , Section 15. And we have a w e l l 

d r i l l i n g , another w e l l d r i l l i n g , i n the east h a l f of 

Section 15. 

Q. And are a l l these w e l l s completed or t o be 

completed i n the East Loving-Delaware? 
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A. Yes. 

Q. Were — At the time t h a t B i r d Creek acquired 

i t s i n t e r e s t , were there other w e l l s — were t h e r e 

w e l l s producing from the East Loving-Delaware i n t h i s 

area? 

A. Yes, the — p a r t i c u l a r l y the South Culebra 

B l u f f 23-1, down i n Section 23, i n the south h a l f of 

23. 

Q. And t h a t ' s the w e l l we saw the p r o d u c t i o n 

d e c l i n e curve on e a r l i e r ? 

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

Q. Are you involved i n any way i n the d e c i s i o n 

t o d r i l l these wells? 

A. You mean as f a r as towards the l o c a t i o n and 

whatever? 

Q. Uh-huh. 

A. No, t h a t ' s decided by the engineers. 

Q. Are you involved i n the economic a n a l y s i s of 

whether or not the w e l l s are economic t o d r i l l f o r B i r d 

Creek? 

A. Yes, t o some extent. I run some of the 

c a l c u l a t i o n s regarding economics, but these based on 

the c a l c u l a t i o n , the numbers given me by the engineers 

rega r d i n g reserves and so f o r t h . 

Q. Have you made a study or an i n q u i r y i n t o the 
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i n t e r e s t s i n Section 11? 

A. Yes, we're aware t h a t BTA's i n t e r e s t s was 

b a s i c a l l y acquired i n a farmout agreement w i t h RB 

Operating and others t h a t — i n which they d r i l l e d an 

Atoka w e l l located approximately — I don't know the 

exact l o c a t i o n , but approximately the center of the 

west h a l f of Section 11. 

Q. And do you know whether or not the r a i l r o a d 

has any i n t e r e s t i n Section 11? 

A. Yes, i t does. I t has a r a i l r o a d r i g h t - o f - w a y 

i n t h e r e . I'm not sure — Those minerals, perhaps, a t 

l e a s t t he r o y a l t y , may perhaps be owned by Santa Fe 

Energy. I'm not sure. Some of the r a i l r o a d minerals 

out here are he l d by Santa Fe Energy. There's some 

s o r t of r o y a l t y agreement. 

Q. Do you know whether or not those have been 

farmed out t o BTA? 

A. Yes, I t h i n k they were. The — I t h i n k t h a t 

the r a i l r o a d had leased and t h a t those leases were 

acquired by RB, e t a l . I t may been Delta a t the time 

t h a t they were a c t u a l l y acquired, but i t ended up i n 

the hands of RB and t h e i r p a r t n e r s , RB Operating and 

t h e i r p a r t n e r s . 

So the r a i l r o a d i s a — The r a i l r o a d and/or 

Santa Fe Energy i s a r o y a l t y owner, and the r e s t of 
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these minerals, t o my knowledge, are a l l owned by 

Teledyne, Inc. 

Q. The Teledyne, In c . , has an i n t e r e s t i n the 

B i r d Creek w e l l s ; i s t h a t c o r r e c t ? 

A. Yes, they are the sole r o y a l t y owner i n the 

B i r d Creek w e l l s . 

Q. With regard t o the Teledyne Number 1, which 

i s a B i r d Creek w e l l i n Section 14, do you know whether 

or not t h a t w e l l has been completed? 

A. Yes, i t has. 

Q. And do you know when i t went on production? 

A. No, I don't have the exact date. 

Q. Do you know whether or not the logs from t h a t 

w e l l have been f i l e d w i t h the Commission? 

A. I f you want the exact date of completion, I 

have the f i l e w i t h me. I j u s t don't have i t i n f r o n t 

of me. 

Q. Do you know whether or not the logs have been 

f i l e d w i t h the Commission? 

A. Yes, they have. 

Q. What about the Teledyne Number 2? 

A. Yes, i t ' s also been completed and hooked up. 

Q. And do you know i f those logs have been f i l e d 

w i t h t he Commission? 

A. Yes, they have. 
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Q. And d i d you b r i n g them w i t h you today? 

A. Yes, I d i d . 

Q. So they're here i n t h i s room; i s t h a t r i g h t ? 

A. Yes. 

Q. But you're a landman, so you can't r e a l l y 

t e l l us about the logs; i s t h a t r i g h t ? 

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

Q. Okay. Mr. Robinette, I'm showing you what 

I've marked as B i r d Creek E x h i b i t Number 3. Could you 

t e l l us where you obtained tha t ? 

A. Yes, your o f f i c e obtained i t and sent i t t o 

me. 

Q. And what i s i t ? 

A. I t ' s an a e r i a l photograph t h a t shows a t l e a s t 

p o r t i o n s of Section 11 and 14. I t c e r t a i n l y shows most 

of the — I t shows a l l of the southwest q u a r t e r of 

Section 11 and a l l of the northwest q u a r t e r o f Section 

14. 

Q. And t h a t ' s the area we're t a l k i n g about 

today? 

A. That's c o r r e c t . I t al s o shows areas i n 

a d d i t i o n t o t h a t , but i t does show both of those areas 

t o t a l l y . 

Q. And can you look a t your copy and describe 

f o r the Commissioners where the l o c a t i o n of the 
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r a i l r o a d i s from the l o c a t i o n of the Pecos River i s ? 

A. Yes, the r a i l r o a d i s — i t runs i n t h a t — i n 

a — coming i n from the — on the west s i d e , heads i n a 

n o r t h e a s t e r l y d i r e c t i o n , makes a curve and then heads 

east southeast. 

Q. And does the highway — i s t h e r e a highway 

t h a t shows on there? 

A. Yes, t h e r e i s . The highway coming i n , again, 

a t the west side, comes b a s i c a l l y mostly t o t h e east, 

dips s l i g h t l y t o the south southeast, and then comes 

back up s l i g h t l y t o the east northeast. 

Q. Are you able, Mr. Robinette, are you able t o 

draw i n the 40-acre p r o r a t i o n u n i t t h a t we're t a l k i n g 

about f o r the b e n e f i t of the Commission? Would you be 

able t o do th a t ? 

A. Yeah — Well, I have done i t on another 

photograph l i k e t h i s , p l o t t e d i t out, yes. 

Q. Okay. Can you take a pen and do i t again f o r 

us w h i l e you're up th e r e , Mr. Robinette? I s t h a t 

possible? 

A. Yeah, I don't know whether I — how exact I 

can be, because I've o r i e n t e d t h a t — I had another map 

i n which t o o r i e n t the exact angles of the roads and so 

f o r t h . 

Q. Let me see i f I can f i n d t h a t copy f o r you. 
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This was not an e x h i b i t a t the Examiner Hearing, was 

i t , Mr. Robinette? 

A. Not t o my knowledge. I wasn't present a t the 

Examiner Hearing. 

Q. Mr. Robinette, I have marked t h i s photocopy 

as E x h i b i t 3A, and when we take a lunch break I ' l l get 

more copies of i t , maybe, i f t h a t ' s acceptable t o 

Counsel and the Commission. 

I s t h i s the map on which you l o c a t e d the 40-

acre p r o r a t i o n u n i t ? 

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

Q. Would you be able t o take my pen and draw i t 

i n on the — o f f the photograph? 

A. Yes. 

Q. Now, do you know where t h i s E x h i b i t Number 3 

was obtained from, Mr. Robinette? 

A. No, I don't remember. You had t o l d me, but I 

don't remember where i t was obtained from. 

Q. How about i f I t e l l you again? 

A. Okay. 

Q. Diaz. 

A. Okay, f i n e . 

MS. AUBREY: Mr. LeMay, w i t h your permission 

I w i l l hand you t h i s one copy t h a t has the p r o r a t i o n 

u n i t a c t u a l l y drawn on i t , and I w i l l get other copies 
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made du r i n g the break of the photograph w i t h the 40-

acre p r o r a t i o n u n i t drawn on i t . 

I have no more questions of Mr. Robinette. 

CHAIRMAN LEMAY: Mr. Carr, cross-examination? 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Robinette — 

A. Uh-huh. 

Q. — d i d you — can you t e s t i f y as t o the 

accuracy on E x h i b i t 3A of e x a c t l y where you placed the 

4 0-acre t r a c t ? 

A. Yes, by the scale of the map, and I used the 

A l l e n scale, so as f a r as t h a t i s accurate, yes. 

Q. And you can t e s t i f y t h a t you've placed the 

boundaries of t h a t u n i t w i t h i n f i v e f e e t of where they 

a c t u a l l y would be? 

A. I don't know whether they would be w i t h i n 

f i v e f e e t on a scale t h i s small. 

Q. On a scale t h i s small? 

A. Yeah, r i g h t . 

MR. CARR: May i t please the Commission, the 

only comment we would have i s t h a t I don't b e l i e v e 

Counsel moved the admission of E x h i b i t s 3 and 3A. 

When t h a t occurs, we have no o b j e c t i o n t o 

t h e i r admission i f they're used t o — as o r i e n t a t i o n 
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p l a t s or t o i d e n t i f y the l o c a t i o n of the surface of the 

w e l l . 

Beyond t h a t , and also subject t o the 

q u a l i f i c a t i o n s t h a t t here may be some inaccuracy due t o 

scale. 

As t o any pro b a t i v e value as t o drainage or 

c o r r e l a t i v e r i g h t s or the other issues before you, we 

would o b j e c t t o t h a t , although we don't mind i f t h i s i s 

used as a general o r i e n t a t i o n p l a t f o r subsequent 

testimony. 

CHAIRMAN LEMAY: Miss Aubrey? 

MS. AUBREY: Thank you. I had intended t o 

o f f e r t h a t e x h i b i t through Mr. West who has been on the 

ground and can t e s t i f y t h a t t h i s a c c u r a t e l y represents 

the p r o r a t i o n u n i t i n question and t h a t he's f a m i l i a r 

w i t h the photograph and the USGS — and has compared i t 

t o t he USGS map i n order t o a s c e r t a i n t h a t i t i n f a c t 

represents the area we're t a l k i n g about. 

CHAIRMAN LEMAY: Do you plan t o admit t h i s 

i n t o evidence, then? 

MS. AUBREY: I w i l l move i t when I put Mr. 

West on, yes. Unless you'd r a t h e r I do i t now. I ' d be 

happy t o do i t now i f you'd l i k e . 

CHAIRMAN LEMAY: I t ' s your o p t i o n . 

MS. AUBREY: Okay, thank you. 
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MR. CARR: We have no f u r t h e r questions. 

CHAIRMAN LEMAY: I f not, the witness may be 

excused. 

MS. AUBREY: C a l l John West. 

JOHN W. WEST. 

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 : 

EXAMINATION 

BY MS. AUBREY: 

Q. Would you s t a t e your name f o r the re c o r d , 

please? 

A. I'm John W. West. 

Q. Mr. West, what's your occupation? 

A. C i v i l engineer and surveyor. 

Q. How long have you been a c i v i l engineer and 

surveyor? 

A. Since 1946. 

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

Mexico O i l Conservation D i v i s i o n or Commission? 

A. Yes. 

Q. When was th a t ? 

A. Many years before any of these gentlemen were 

here, but about 1955. 

Q. Since none of us — w e l l , none of us who are 

now here were here then, would you review your 
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q u a l i f i c a t i o n s f o r the Commission? 

A. I graduated from New Mexico U n i v e r s i t y a t 

Albuquerque i n 1943 and had worked my way through and 

asked the board of r e g i s t r a t i o n t o giv e me a 

r e g i s t r a t i o n as an engineer upon graduation. And they 

s a i d , w e l l , you're going i n t o the s e r v i c e ; we don't 

normally make 22-year-old people p r o f e s s i o n a l 

engineers. 

I went i n the s e r v i c e , came back t h r e e years 

l a t e r i n 1946, I re a p p l i e d , and they granted me the 

l i c e n s e number 67 6. 

I've been p r a c t i c i n g ever since. 

Q. And you're c u r r e n t l y f u l l - t i m e , working as a 

f u l l - t i m e engineer and surveyor; i s t h a t r i g h t ? 

A. That's r i g h t . 

MS. AUBREY: Mr. LeMay, I tender Mr. West as 

a p r o f e s s i o n a l engineer. 

CHAIRMAN LEMAY: Mr. West's q u a l i f i c a t i o n s 

are c e r t a i n l y w e l l known t o the Commission. He i s 

eminently q u a l i f i e d t o t e s t i f y . 

MS. AUBREY: Thank you, s i r . 

Q. (By Ms. Aubrey) Mr. West, we've had some 

r u l i n g s here by the Commission t h a t are going t o change 

the testimony you're prepared t o g i v e . 

What I ' d l i k e you t o do a t t h i s p o i n t i s j u s t 
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b r i e f l y t e l l the Commission what k i n d of t h i n g s you 

looked a t and what you reviewed i n order t o be prepared 

t o t e s t i f y today. 

A. When I was asked t o make a survey of t h e 

general area of the southeast q u a r t e r of t h e southwest 

q u a r t e r of Section 11, Township 23 South, Range 28 

East, t o see i f i n f a c t t here was a place i n t h a t 40 

t h a t a l o c a t i o n t h a t would be a t l e a s t 330 f e e t back 

from the boundary l i n e between Section 11 and Section 

14 and would s t i l l be on the f l o o d p l a i n , I ran q u i t e an 

extensive topographic survey i n the area and s e l e c t e d a 

spot t h a t could be d r i l l e d 330 — 

Q. Mr. West, I'm a f r a i d you're going t o get me 

i n t r o u b l e here — 

A. Okay. 

Q. — i f you continue on w i t h t h i s . Can you 

t e l l the Commission what kinds of documents you looked 

a t , how many t r i p s you made t o the f i e l d , how many 

times you went t o the lo c a t i o n ? 

A. Well, we went t o the l o c a t i o n — I went two 

times, had survey crews out there about f o u r days. But 

b a s i c a l l y , we were l o c a t i n g p h y s i c a l t h i n g s on th e 

ground i n t h a t area. 

Q. So you're f a m i l i a r w i t h the area; i s t h a t 

r i g h t ? 
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A. Yes, ma'am. 

Q. I've marked an e x h i b i t as E x h i b i t Number 3. 

I ' l l show you another copy of i t , and t h e r e i s an 

e x h i b i t marked as E x h i b i t 3A the r e before you. Do you 

recognize the l o c a t i o n of the p r o r a t i o n u n i t t h a t we're 

t a l k i n g about, Sections 14 and 11, from these 

photographs? 

A. Let me get myself o r i e n t e d j u s t s l i g h t l y . 

The r a i l r o a d — Can I use t h i s one? 

Q. Sure. 

A. Now I have i t c o r r e c t . 

Q. Do those photographs c o r r e c t l y represent the 

p o r t i o n s of Sections 11 and 14? 

A. Yes, ma'am. 

MS. AUBREY: Mr. Commissioner, I tender 

E x h i b i t s 3 and 3A, and I w i l l have a d d i t i o n a l copies 

made a t the lunch break f o r Counsel. 

CHAIRMAN LEMAY: Are th e r e any o b j e c t i o n s t o 

E x h i b i t 3 and 3A being admitted? 

MR. CARR: May i t please the Commission, we 

ob j e c t on relevance grounds i f they're used f o r 

anything other than general o r i e n t a t i o n maps showing 

the area. 

CHAIRMAN LEMAY: The e x h i b i t s w i l l be entered 

i n t o the record w i t h the n o t a t i o n of opposing counsel 
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noted. Thank you. 

MS. AUBREY: Mr. Lemay, t h a t ' s a l l I have of 

t h i s witness. 

CHAIRMAN LEMAY: A d d i t i o n a l questions of the 

witness? Mr. Carr? 

MR. CARR: I have no questions. 

CHAIRMAN LEMAY: I have one, Mr. West. 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. What * s the date of these photographs? Do you 

know? 

A. No, s i r , I don't. 

Q. I s i t possible t h a t they were — I t h i n k 

t here's a n o t a t i o n up t h e r e , 1978. Assuming they were 

flown i n 1978, i s there a p o s s i b i l i t y t h a t t he drainage 

could have changed somewhat i n the 12 or so years since 

these photographs were — 

A. I wouldn't t h i n k so. 

Q. — taken? 

A. I was lo o k i n g a t the — where the — the 

highway comes along the s e c t i o n l i n e from the west 

u n t i l i t swings south t o get a t a good p o s i t i o n t o 

cross the r i v e r , and i t crosses the r i v e r south of the 

n o r t h l i n e of Section 14, and then the way the r i v e r 

comes through and the way the r a i l r o a d comes across, 
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t h a t ' s what I used f o r — t o get myself o r i e n t e d . 

Q. Those two items, I would assume, c e r t a i n l y 

would not change. The drainage of the r i v e r , c e r t a i n l y 

you would not expect i t t o have changed i n the 12 

years? 

A. No, s i r . 

CHAIRMAN LEMAY: Thank you very much. 

Do you have any questions? 

COMMISSIONER WEISS: No. 

CHAIRMAN LEMAY: I f t h e r e are no a d d i t i o n a l 

questions of the witness, he may be excused. 

THE WITNESS: Thank you, s i r . 

CHAIRMAN LEMAY: Miss Aubrey? 

MS. AUBREY: My d i r e c t on my next witness 

w i l l be lengthy. Perhaps we could take the lunch break 

now, and I can photocopy E x h i b i t 3 and 3A f o r Mr. Carr 

and f o r the Commission and we could reconvene. Would 

t h a t be convenient f o r the Commission? 

I ' l l be happy t o s t a r t Mr. Barron now, 

whatever your pleasure i s . 

CHAIRMAN LEMAY: Well, i f i t ' l l be lengthy — 

You a n t i c i p a t e what? T h i r t y , f o r t y minutes of d i r e c t ? 

MS. AUBREY: I t h i n k so. I t h i n k so, a t 

l e a s t . 

CHAIRMAN LEMAY: I f you would p r e f e r t o keep 
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t h a t together, I can see t h a t . 

Why don't we take a break now and reconvene 

a t one o 1 clock? 

MS. AUBREY: Thank you. 

CHAIRMAN LEMAY: Without o b j e c t i o n . 

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

(Thereupon, a recess was taken a t 11:39 a.m.) 

(The f o l l o w i n g proceedings had a t 1:05 p.m.) 

CHAIRMAN LEMAY: We s h a l l resume. Miss 

Aubrey? 

MS. AUBREY: Thank you. 

ALLEN C. BARRON, 

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 : 

EXAMINATION 

BY MS. AUBREY: 

Q. (By Ms. Aubrey) Would you s t a t e your name 

f o r t he record, please? 

A. Yes, my name i s A l l e n C. Barron. 

Q. Where are you employed, Mr. Barron? 

A. I'm employed by Golden Engineering, I n c . , a 

petroleum c o n s u l t i n g f i r m i n Houston, Texas. 

Q. Mr. Barron, I'm showing you what I've marked 

as B i r d Creek E x h i b i t Number 4, which i s your resume. 

Would you b r i e f l y review your p r o f e s s i o n a l background 
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f o r t he Commission? 

A. I have a bachelor of science degree i n 

chemical and petroleum engineering from t h e U n i v e r s i t y 

of Houston, graduated i n 1968. 

Went t o work f o r Amoco Production Company i n 

t h e i r Gulf Coast D i v i s i o n , i n v o l v e d i n w e l l - p r o d u c i n g 

operations f o r a per i o d of almost f o u r years. 

Then employed w i t h Houston P i p e l i n e Company, 

which was then a d i v i s i o n of Houston N a t u r a l Gas, now 

Enron Corporation, as a r e s e r v o i r engineer i n t h e i r Gas 

Reserve Section. 

I n 1978 I entered the c o n s u l t i n g business 

w i t h a c o n s u l t i n g company i n Houston, Ralph E. Davis 

Associates. 

I went out on my own w i t h my own p r a c t i c e i n 

1981 and j o i n e d Golden Engineering i n 1984. 

Q. What p r o f e s s i o n a l o r g a n i z a t i o n s do you belong 

to? 

A. I'm a Registered P r o f e s s i o n a l Engineer i n the 

State of Texas and am a member of both the Texas and 

the N a t i o n a l Society of Pr o f e s s i o n a l Engineers. 

I am a member of the Society of Petroleum 

Engineers and the Society of Petroleum E v a l u a t i o n 

Engineers. 

I have membership i n the American A s s o c i a t i o n 
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of Petroleum Geologists and several l o c a l o r g a n i z a t i o n s 

i n the Houston area involved i n the o i l and gas 

i n d u s t r y . 

Q. Are you here re p r e s e n t i n g B i r d Creek 

Resources? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h the s u b j e c t matter of 

t h i s A p p l i c a t i o n , the unorthodox l o c a t i o n t h a t BTA has 

app l i e d f o r i n Section 11? 

A. Yes, I am. 

Q. Have you made a study of the area such t h a t 

you can t e s t i f y on a l l engineering issues before t h i s 

Commission? 

A. Yes, I have. 

MS. AUBREY: Mr. LeMay, I tender Mr. Barron 

as an expert i n petroleum engineering. 

CHAIRMAN LEMAY: His q u a l i f i c a t i o n s are 

acceptable. 

Q. (By Ms. Aubrey) Mr. Barron, w i t h i n t he 

l a r g e r f i e l d of petroleum engineering, do you have a 

subspecialty? 

A. Yes, I s p e c i a l i z e i n various areas commonly 

c l a s s i f i e d i n r e s e r v o i r engineering. 

Q. Mr. Barron, l e t me s t a r t by having you r e f e r 

t o B i r d Creek E x h i b i t Number 1. Now, t h a t ' s an e x h i b i t 
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t h a t we've had another witness t e s t i f y t o , and I 

be l i e v e Counsel has a copy of i t . Let me show i t t o 

you. Did you prepare t h i s e x h i b i t , s i r ? 

A. Yes, t h i s e x h i b i t was prepared by our o f f i c e . 

Q. Before we get i n t o the t e x t of t h e e x h i b i t , 

would you describe b r i e f l y f o r the Commission what 

Golden Engineering does and what services i t provides 

f o r i t s c l i e n t s ? 

A. Yes. As I said e a r l i e r , we're a c o n s u l t i n g 

engineering f i r m . We provide services both 

d o m e s t i c a l l y and i n t e r n a t i o n a l l y t o the o i l and gas 

business, i n c l u d i n g f u r n i s h i n g engineering s u p e r v i s i o n 

f o r d r i l l i n g and w e l l - s i t e s u p e r v i s i o n , both onshore 

and o f f s h o r e . 

We also operate p r o p e r t i e s f o r c l i e n t s and 

handle r e g u l a t o r y matters f o r them. 

We are involved i n r e s e r v o i r - e n g i n e e r i n g 

work, a n a l y s i s , from annual-reserve r e p o r t s t o f i e l d 

s t u d i e s , enhanced-recovery s t u d i e s , e v a l u a t i o n o f 

p r o p e r t i e s f o r sale and a c q u i s i t i o n . 

A d d i t i o n a l l y , we have a p o r t i o n of our 

company t h a t i s involved i n environmental a c t i o n s , 

p r i m a r i l y concerned w i t h deep-well i n j e c t i o n , hazardous 

wastes, and surface groundwater s t u d i e s . 

Q. Let me r e f e r you t o E x h i b i t Number 1. Would 
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you describe f o r the Commission what data you reviewed 

i n order t o have t h i s map prepared? 

A. This map was prepared as an example of the 

base map of the subject area, u t i l i z i n g t h e surface 

l o c a t i o n s of the various w e l l s w i t h i n these s e c t i o n s , 

surface l o c a t i o n s being provided from the d r i l l i n g 

a p p l i c a t i o n s . 

These were entered i n t o a computer mapping 

system which then t r a n s l a t e d a l l t h a t data i n t o a base 

map f o r us t o work from. 

Q. And what k i n d of computer mapping system i s 

t h a t , Mr. Barron? 

A. We use as a primary basis on our system a 

computer-derived mapping system t h a t i s a commercial 

product generated by S c i e n t i f i c Computer A p p l i c a t i o n s 

out of Tulsa, Oklahoma. I t ' s i n t e g r a t e d w i t h s e v e r a l 

other computer a p p l i c a t i o n s we have, i n c l u d i n g an 

AUTOCAD system t h a t allows us t o draw maps of t h i s 

nature. 

The c i r c l e s shown on t h i s map are a r e s u l t of 

t h a t system, whereby we are t e l l i n g i t t o draw a c i r c l e 

given a c e r t a i n r a d i u s , t h a t c i r c l e encompassing 40 

acres on the scale of t h i s p a r t i c u l a r map. 

Q. Now, on t h i s map there are c i r c l e s drawn 

around the "C" 1, the "B" 1 and the 1 — the Number 1 
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Well i n Section 15 and the 1 and 2 i n Section 14; i s 

t h a t r i g h t ? 

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

Q. And i s i t your testimony t h a t those c i r c l e s 

represent a 40-acre area? 

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

Q. Would you e x p l a i n t o the Commission why you 

drew t h a t s i z e c i r c l e on t h i s map? 

A. The 40 acres i s an area t h a t we f e e l 

represents the e f f e c t i v e drainage area o f the w e l l s i n 

t h i s producing pool. 

Q. And t h a t would be the East Loving-Delaware 

Pool; i s t h a t correct? 

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

Q. Okay. There i s a hatched or shaded p o r t i o n 

of those c i r c l e s which runs between "C" 1 and Number 1 

and 2 down i n Section 11. Can you e x p l a i n how you drew 

those? 

A. The hashed area would represent the drainage 

area of the BTA "C" 1 Well, which f a l l s below the 

d i v i d i n g l i n e between Sections 11 and 14, and i n 

a d d i t i o n would be above a p o t e n t i a l no-flow boundary 

between the BTA Well Number "C" 1 and the B i r d Creek 

Teledyne 1 Well. So i t would represent an area of 

drainage t o the BTA w e l l t h a t would be i n Section 14 

CUMBRE COURT REPORTING 
(505) 984-2244 



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 

106 

and nonrecoverable by the Teledyne Number 1 Well. 

Q. I n drawing t h i s map, i n pr e p a r i n g t h i s 

e x h i b i t , d i d you assume r a d i a l drainage? 

A. Yes, we d i d . 

Q. Can you t e l l me why you d i d t h a t ? 

A. We had no a d d i t i o n a l data, such as core 

a n a l y s i s , on which t o base any type of a numerical 

s i m u l a t i o n of the r e s e r v o i r . So i n l i e u of any 

a d d i t i o n a l d e t a i l e d - t y p e data we d i d assume r a d i a l 

drainage f o r the sake of a n a l y s i s . 

Q. I n your p r o f e s s i o n , s i r , i s i t common 

p r a c t i c e where you have no a d d i t i o n a l data t o make an 

assumption t h a t the drainage of the w e l l w i l l be 

r a d i a l ? 

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

Q. Have you also reviewed the testimony given by 

BTA a t the Examiner Hearing i n t h i s matter back i n 

March? 

A. Yes. 

Q. And have you reviewed the Order authored by 

the Examiner and entered by the D i v i s i o n i n t h i s 

matter? 

A. Yes, I have. 

Q. Now, on your E x h i b i t 1, the — i s t h e 

l o c a t i o n of the "C" 1 Well the l o c a t i o n as i t ' s 
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a c t u a l l y on the ground? 

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

Q. Now, you don't have a c i r c l e drawn around the 

"C" 2; why i s that ? 

A. I t h i n k a t the time we d i d t h a t , i t was not 

one t h a t we were g e t t i n g i n t o a di s c u s s i o n on drainage 

or overlap of drainage. We were concerned w i t h the 

previous hearing i n v o l v i n g the "C" 1 Well and t h e 

Teledyne 1 Well. 

Q. You show an overlap of the c i r c l e s here 

between the "C" 1 and the Number 2 Well down i n Section 

14. Does t h a t allow the Commission t o conclude t h a t i n 

your o p i n i o n there i s some drainage o c c u r r i n g from the 

"C" 1 of acreage t h a t i s dedicated — or would be 

drained by the "C" 2 Well? I'm s o r r y , by the Number 2 

well ? 

A. Yes, t h a t ' s c o r r e c t , from the "C" 1 t o t h e 

Teledyne Number 2 Well. 

Q. So there are two BTA w e l l s t h a t are being 

a f f e c t e d by the l o c a t i o n a t which the "C" 1 i s d r i l l e d ; 

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

A. Two B i r d Creek w e l l s being a f f e c t e d by th e 

l o c a t i o n of the "C" 1. 

Q. Do you have any other comments you wanted t o 

make about E x h i b i t Number 1? 
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A. No. 

Q. Mr. Barron, I'm going t o hand you what I've 

marked as E x h i b i t Number 2, which i s la b e l e d "Standard 

Drainage Area." Did you prepare t h a t e x h i b i t ? 

A. Yes, I d i d . 

(Off the record) 

MS. AUBREY: Mr. LeMay, the witness has j u s t 

reminded me t h a t we have an E x h i b i t 2 which i s a 

dec l i n e - p r o d u c t i o n curve, I t h i n k , from BTA's f i l e s . 

CHAIRMAN LEMAY: A l l r i g h t . 

MS. AUBREY: Let me make t h i s E x h i b i t Number 

5, f o r the record. 

CHAIRMAN LEMAY: Fine. 

Q. (By Ms. Aubrey) E x h i b i t Number 5 again shows 

the l o c a t i o n s of the w e l l s we've discussed; i s t h a t 

c o r r e c t ? 

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

Q. Would you review the i n f o r m a t i o n contained on 

t h i s e x h i b i t t h a t ' s d i f f e r e n t from E x h i b i t Number 1? 

A. This e x h i b i t was prepared t o show the 

p o t e n t i a l drainage area of the "C" 1 Well, had i t been 

d r i l l e d a t a standard l o c a t i o n , being 330 f e e t from the 

south l i n e of Section 11. 

Q. Now, t h a t standard l o c a t i o n i s the c l o s e s t 

standard l o c a t i o n t o B i r d Creek's acreage; i s t h a t 
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c o r r e c t ? 

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

Q. Now, you've i n d i c a t e d a no-flow boundary on 

here. Would you e x p l a i n how t h a t i s d i f f e r e n t from the 

no-flow boundary shown on E x h i b i t 1? 

A. Yes, the no-flow boundary would be t h a t p o i n t 

e q u i d i s t a n t between the two w e l l s . So as the "C" 1 

l o c a t i o n would be moved from the l o c a t i o n a t which t h e 

w e l l was a c t u a l l y d r i l l e d , n o r t h e r l y d i r e c t i o n and away 

from the Teledyne Well t o a standard l o c a t i o n , the no-

fl o w boundary would move i n the same d i r e c t i o n t o 

remain e q u i d i s t a n t between the two w e l l s . 

Q. And again, there are c i r c l e s on t h i s map. 

Are those, once again, 40-acre drainage radiuses? 

A. Yes, they are. 

Q. Did you have any other comments you wanted t o 

make about E x h i b i t Number 5? 

A. No. 

Q. Let me ask you, Mr. Barron, do you know 

whether B i r d Creek has been l o c a t i n g i t s w e l l s i n 

Section 14 a t the nearest standard l o c a t i o n t o the 

s e c t i o n l i n e , or whether they've been l o c a t i n g them i n 

the center of the q u a r t e r - q u a r t e r sections? 

A. Based upon the i n f o r m a t i o n as t o t h e surface 

l o c a t i o n s of the w e l l s , i t appears t h a t the w e l l s are 
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being located as close t o the center of the 40-acre 

p r o r a t i o n u n i t s as may be po s s i b l e , given t h e l o c a l 

topography. 

Q. Do you have an opi n i o n as an engineer as t o 

why B i r d Creek i s doing t h i s ? And d i d you have any 

involvement i n t h a t decision? 

A. No, I d i d not have any. 

Q. Do you have an opinion as t o whether or not 

the pool r u l e s which govern the spacing i n t h i s pool 

contemplate the type of performance we're a l l seeing 

from these wells? 

A. Yes, I would t h i n k they should. 

Q. I'm showing you E x h i b i t Number 6, now, which 

i s a net-pay isopach on the C and D sands. Would you 

e x p l a i n t o the Commission why i t i s t h a t you've 

separated those out i n t o two separate sands? 

A. Our anal y s i s of the producing f o r m a t i o n i n 

t h i s area i n the Delaware Pool i n d i c a t e s t h a t t h e 

Delaware can best be described by f o u r sand groups, the 

A, B, C and D sands. And the c u r r e n t grouping i n t h e 

Delaware, r e f e r r i n g t o the p o o l , i s the C- and D-sand 

s e c t i o n . 

So we have attempted t o map the C and D 

toge t h e r , inasmuch as the w e l l s seem t o be completed 

w i t h i n t h i s same continuous u n i t i n a l l the w e l l s . 
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The A and B sands are then mapped se p a r a t e l y . 

And s i m i l a r l y , a l l have been mapped togethe r as a t o t a l 

Delaware s e c t i o n . 

Q. You were present f o r the e a r l i e r testimony of 

the engineer from BTA about nomenclature of the sands. 

Can you c o r r e l a t e your nomenclature w i t h his? 

A. Based upon the testimony he gave and 

i n d i c a t i o n s of where h i s w e l l i s completed, i t would be 

my e s t i m a t i o n t h a t what we are r e f e r r i n g t o as th e C-

and D-sand i n t e r v a l i n the Delaware i s p o t e n t i a l l y what 

he i s r e f e r r i n g t o as the D sand i n the Delaware, so i t 

would be simply a nomenclature discrepancy. 

Q. And then your A and B sands would be above 

the C and D? 

A. Correct. He i n d i c a t e d they had done l o g 

a n a l y s i s , and I t h i n k probably over a s i m i l a r s e c t i o n 

t h a t we have, being the e n t i r e Delaware s e c t i o n . 

Q. Now t h a t we a l l have E x h i b i t 6, Mr. Barron, 

would you review t h a t e x h i b i t f o r the Examiner? 

A. This i s an isopach map prepared upon the n e t -

pay i n t e r v a l i n the Delaware C and D sec t i o n s i n the 

area of i n t e r e s t . 

Q. And what data d i d you use t o prepare t h i s 

map? 

A. Preparation of t h i s map used l o g a n a l y s i s 
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t h a t — on approximately 10 w e l l s t h a t we had i n our 

f i l e s . I n a d d i t i o n , we had i n f o r m a t i o n on other w e l l s 

t h a t we had done some l o g an a l y s i s on, but not q u i t e so 

r i g o r o u s l y as f o r t h i s p a r t i c u l a r hearing. 

The l o g ana l y s i s t h a t we d i d e n t a i l e d a 

d i g i t i z a t i o n of approximately 3000 f e e t of w e l l l o g — 

excuse me, about 300 f e e t of w e l l l o g — and a computer 

a n a l y s i s on a h a l f - f o o t incremental basis on 

approximately t e n w e l l s . 

We had log ana l y s i s on a d d i t i o n a l w e l l s i n 

the area t h a t were done by hand, not by computer. 

A d d i t i o n a l l y , we had i n d i c a t i o n s of net pay 

i n c e r t a i n w e l l s which were supplied t o us by B i r d 

Creek. 

On those w e l l s supplied t o us by B i r d Creek 

and f o r which we had the logs, f o l l o w i n g our r i g o r o u s 

d e t e r m i n a t i o n of net pay, we compared the two t o get a 

consensus op i n i o n between the numbers they were 

f u r n i s h i n g and what we were able t o decipher, such t h a t 

we had some degree of r e l i a b i l i t y w i t h numbers they 

f u r n i s h e d on w e l l s on which we d i d not have t h e a c t u a l 

logs. 

Q. Did you have a v a i l a b l e t o you t h e logs on the 

BTA "C" Number 1 Well when you prepared t h i s map? 

A. No, we d i d not. 
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Q. Let me r e f e r you t o Section 11 on your map 

and ask you t o s t a t e the number of f e e t of net pay and 

the sand t o which you a t t r i b u t e t h a t f o r t h e "C" 1, the 

"B" 1, and the Teledyne 1 and 2 Wells. 

A. A l l r i g h t . Based upon our l o g a n a l y s i s , we 

have an i n d i c a t i o n of approximately 60 f e e t of net pay 

i n the Teledyne Number 1 Well. The de t e r m i n a t i o n of 

net pay would be t h a t i n t e r v a l i n the C and D s e c t i o n 

as we d e f i n e i t t h a t would have g r e a t e r than 10 percent 

p o r o s i t y and less than 60 percent water s a t u r a t i o n . 

Using s i m i l a r c u t o f f s on the Teledyne Number 

2 Well, we estimate t h a t there are 64 f e e t of net pay. 

Based upon an e x t r a p o l a t i o n method using 

t r i a n g u l a t i o n , we would a n t i c i p a t e t h a t the "C" 1 Well 

would have encountered s l i g h t l y i n excess of 60 f e e t of 

net pay, and t h a t the "B" 1 Well would have encountered 

s l i g h t l y i n excess of 50 f e e t of net pay. 

Q. And again, on t h i s E x h i b i t Number 6 you have 

drawn c i r c l e s around the w e l l l o c a t i o n s . Are those the 

40-acre r a d i a l drainage areas t h a t we t a l k e d about 

e a r l i e r ? 

A. Yes, they are. 

Q. Do you have any other comments t h a t you would 

l i k e t o make about E x h i b i t 6? 

A. No, not a t t h i s time. 
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Q. Number 7, Mr. Carr. 

1 1ve handed you E x h i b i t Number 7, which i s a 

net-pay isopach on the A, B, C and D zones, Mr. Barron. 

Did you prepare tha t ? 

A. Yes, I d i d . 

Q. And would you review your f i n d i n g s as shown 

on t h a t e x h i b i t f o r the Commission? 

A. Yes. Again, t h i s map was prepared i n the 

same fashio n as the previous e x h i b i t , d e t a i l i n g t he net 

f e e t of pay, t h i s time being throughout the e n t i r e 

Delaware i n t e r v a l t h a t we have i d e n t i f i e d as the A, B, 

C and D zones. 

The same c r i t e r i a f o r c u t o f f of net pay was 

used, t h a t being i n excess of 10 percent p o r o s i t y and 

less than 60 percent water s a t u r a t i o n . 

Keeping i n mind the numbers o f f e r e d on the 

previous e x h i b i t , t h i s would i n d i c a t e t h a t t he A and B 

zones would c o n t r i b u t e s i g n i f i c a n t l y t o the o v e r a l l net 

pay count i n the Delaware s e c t i o n , such t h a t t he 

Teledyne 1 i s i n d i c a t e d t o have a t o t a l of 139 f e e t of 

pay; the Teledyne 2, 159 f e e t ; the BTA "C" 1 should 

have encountered i n excess of 125 f e e t ; and the BTA "B" 

1 Well would have encountered s l i g h t l y i n excess of 100 

f e e t of t o t a l net pay. 

Again, the drainage areas are i n d i c a t e d on 
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the map, being the same 40-acre drainage c i r c l e s . 

Q. I s i t your o p i n i o n , Mr. Barron, t h a t the A, 

B, C and D sands w i l l be — a l l be present i n the "C" 1 

and the Teledyne Number 1? 

A. Yes. 

Q. You haven't seen the logs on the "C" 1? 

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

Q. I s i t your o p i n i o n t h a t those f o u r sands w i l l 

be p r o d u c t i v e i n those two wellbores? 

A. Yes, i t i s . 

Q. I s i t your opini o n t h a t , given t h e l o c a t i o n 

o f t he "C" 1 Well, t h a t production which should be 

produced by the Teledyne Well i n the A and B zones w i l l 

i n f a c t be produced by the "C" 1, given i t s l o c a t i o n ? 

A. Yes, i t should be produced by t h a t w e l l . 

Q. So t h a t the BTA w e l l i s going t o d r a i n B i r d 

Creek, not only i n the C sand and the D sand, but also 

the A and B sand? 

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

Q. Do you know whether or not t h e r e are any 

present plans f o r B i r d Creek t o complete i t s w e l l i n 

the A and B sands? 

A. No, I do not know of any plans t h a t they 

have. 

CHAIRMAN LEMAY: Miss Aubrey, I hate t o 
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i n t e r r u p t . At t h i s p o i n t i t might be h e l p f u l t o t h e 

Commission i f the witness might i d e n t i f y A, B, C and D 

sands on what I have here as E x h i b i t Number 4 of the 

o r i g i n a l case. 

We f i n d ourselves w i t h o u t a l o g t o c o r r e l a t e 

a l o t of discussion here on A, B, C and D. I s t h a t — 

Would t h a t be acceptable, or — 

MS. AUBREY: That would be f i n e w i t h me, Mr. 

LeMay. I n f a c t , I have some copies of the o l d BTA 

e x h i b i t here, and I ' d be happy t o show them t o you. 

CHAIRMAN LEMAY: Fine, or i f you had your own 

e x h i b i t , t h a t would be h e l p f u l . I t ' s j u s t t h a t i t ' s 

very hard f o r us t o f o l l o w the discu s s i o n on A, B, C 

and D w i t h o u t having a l o g t o r e f e r t o . 

MS. AUBREY: I understand. 

Mr. Barron, I'm marking t h i s as B i r d Creek 

Number 8. I t i s , i n f a c t , BTA E x h i b i t Number 4 from 

the Examiner Hearing, and I b e l i e v e t h a t t he Commission 

has a copy of i t , a t l e a s t one copy of i t up t h e r e . 

Perhaps Mr. Carr has some a d d i t i o n a l copies. 

(Off the record) 

MS. AUBREY: Gentlemen, here's an e x t r a copy. 

I ' l l look on w i t h the witness, w i t h your permission, 

and you can have my l a s t copy. 

(Off the record) 
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Q. (By Ms. Aubrey) Mr. Barron, Mr. LeMay has 

asked t h a t you r e f e r t o t h i s e x h i b i t and help us a l l i n 

l o c a t i n g the A, B, C and D zones on the l o g shown on 

BTA's cro s s - s e c t i o n , A t o A prime, from the March 

hearing. Can you do t h a t f o r us? 

A. Yes, the c o r r e l a t i o n provided here i s a 

s t r u c t u r a l c o r r e l a t i o n hung upon a common datum, 

i n d i c a t i n g c e r t a i n areas of c o r r e l a t i o n by the same 

c o l o r , i n a d d i t i o n t o which they have marked t h e top of 

the Delaware pay. This would be the Loving Pool, 

Delaware Pay se c t i o n . 

Our d i f f e r e n t i a t i o n i n t h i s would be t h a t 

t h i s e n t i r e area on the e x h i b i t shaded i n green would 

be designated as the C and D sands, the top of the C 

sand being t h a t p o i n t where t h e i r heavy black l i n e 

i n d i c a t e s the top of the Delaware pay. 

The lowermost s e c t i o n , as i n d i c a t e d on the — 

w e l l , I guess lo g number 2, on the c r o s s - s e c t i o n , a t 

about 6110 f e e t of log depth would be i n the area where 

we would make a d i f f e r e n t i a t i o n between t h e C and D 

se c t i o n . 

CHAIRMAN LEMAY: Which number are you t a l k i n g 

about? 

THE WITNESS: The second w e l l l o g t o the 

cro s s - s e c t i o n , second w e l l from the l e f t . 
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CHAIRMAN LEMAY: Number 2? 

THE WITNESS: Correct. 

CHAIRMAN LEMAY: Okay. 

THE WITNESS: So a t about — The BTA 

producer's "B" Number 1 Well, the Pardue "B" Number 1 

Well. So i n the neighborhood of about 6110 f e e t would 

be a d i v i d i n g p o i n t between the C- and D-sand s e c t i o n s , 

as we would d e l i n e a t e them. 

Above t h a t , w i t h i n t h a t bracket area where 

BTA had designated "Loving," would be the A- and B-sand 

sec t i o n s of the Delaware. 

I n t h i s p a r t i c u l a r w e l l I b e l i e v e i t ' s proper 

t o say t h a t the A sand would be the top of the Delaware 

a t approximately 5850 f e e t , and t h a t the B-sand s e c t i o n 

would be a t the top of t h a t c o r r e l a t i o n p o i n t t h a t they 

had i n d i c a t e d i n orange a t about 5915 f e e t . 

So i n e f f e c t , on t h a t p a r t i c u l a r w e l l we'd be 

r e f e r r i n g t o the e n t i r e Delaware sequence of sands as 

being from about 5850 f e e t down t o 6140 f e e t , or t o the 

top of the Bone Springs. 

Again, BTA had i n d i c a t e d — and I t h i n k what 

they are c a l l i n g the D i n t h e i r testimony would be the 

pool u n i t i t s e l f , so I would not be able t o 

d i f f e r e n t i a t e above t h a t where they might c a l l the A, B 

and C. 
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CHAIRMAN LEMAY: Thank you, t h a t ' s most 

h e l p f u l . 

Q. (By Ms. Aubrey) I r e a l i z e t h a t you d i d n ' t 

prepare t h a t e x h i b i t , Mr. Barron, but based on your 

observation of those logs, does i t appear t o you t h a t 

the A and B sands would be prod u c t i v e i n t h e — both 

the Teledyne Number 1 Well and the BTA Number 1 Well? 

A. Yes. On the BTA 1 Well, which — th e "B" 1 

Well which i s on t h i s c r o s s - s e c t i o n , i t does appear t o 

be pr o d u c t i v e . 

I t appears s i m i l a r l y t o be p r o d u c t i v e on the 

other w e l l logs contained w i t h i n t h i s c r o s s - s e c t i o n . 

Q. Do you have any other comments you want t o 

make about the logs t o the Commission? 

A. No. 

Q. Mr. Barron, I'm showing you what I've marked 

as B i r d Creek E x h i b i t Number 9. This i s a multi-page 

e x h i b i t . Can you review t h a t f o r the Commission and 

t e l l t he Commission what conclusions you have drawn 

from t h i s ? 

A. Yes, the major p o r t i o n of E x h i b i t Number 9 i s 

an a n a l y s i s by Core Laboratories of a f l u i d sample 

taken from the B i r d Creek Resources Carrasco "14" 

Number 1 Well i n the East Loving-Delaware F i e l d . 

This was a sample obtained f o r the purpose of 
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a f l u i d a n a l y s i s of the producing o i l . The a n a l y s i s — 

Q. You've reviewed t h i s and are sure of i t s 

accuracy; i s t h a t correct? You f e e l comfortable w i t h 

t h i s ? 

A. Yes, I f e e l comfortable w i t h t h e i r a n a l y s i s . 

Q. I'm sor r y , I d i d n ' t mean t o i n t e r r u p t you. 

A. Their a n a l y s i s of the r e s e r v o i r f l u i d i s 

summarized i n d i f f e r e n t places throughout t h e r e p o r t 

i t s e l f . 

Perhaps on page 2 of 17, which i s about the 

f i f t h page of the document, i t gives a summary o f the 

r e s e r v o i r f l u i d PVT data. 

Their conclusions was t h a t t he r e s e r v o i r was 

a t an i n i t i a l pressure of 2858 pounds a t 106 degrees 

f a h r e n h e i t , had an i n i t i a l g a s / o i l r a t i o of 1108 cubic 

f e e t per b a r r e l , and had a r e l a t i v e o i l volume a t 

r e s e r v o i r c o n d i t i o n s of 1.543 b a r r e l s of o i l per b a r r e l 

of r e s i d u a l o i l a t 60 degrees or a t surface c o n d i t i o n s . 

So they determined a formation volume f a c t o r 

f o r t he Delaware o i l of 1.543. 

I n a d d i t i o n , they have v i s c o s i t y data and a 

standard p r e s e n t a t i o n of a l l of t h e i r PVT a n a l y s i s 

w i t h i n the remainder of the r e p o r t . 

Q. Now, i s the formation volume f a c t o r t he same 

number as the — as Mr. Wilkinson's c a l c u l a t i o n on 
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E x h i b i t 7 where he assumes a 1.1 number? I s t h a t the 

— Are we t a l k i n g about the same number? 

A. Yes, the large — c a p i t a l B sub o d e s i g n a t i o n 

f o r o i l formation volume f a c t o r would be a standard 

d e s i g n a t i o n . 

Q. Can you e x p l a i n f o r the Commission what the 

d i f f e r e n c e i n those two numbers means? 

A. Formation volume f a c t o r , as spoken t o 

e a r l i e r , i s an i n d i c a t i o n of the shrinkage t h a t w i l l 

occur i n the o i l as i t changes from r e s e r v o i r 

c o n d i t i o n s t o separator or stock-tank c o n d i t i o n s . The 

higher the number, the i n d i c a t i o n of the g r e a t e r amount 

of shrinkage t h a t ' s going t o occur. The number i s i n 

basis on temperature, pressure and the amount of gas 

contained w i t h i n the o i l under the r e s e r v o i r 

c o n d i t i o n s . 

Q. What magnitude or d i f f e r e n c e i s t h e r e between 

a 1.1 formation volume f a c t o r , as shown on BTA's 

E x h i b i t Number 7, and the 1.54 formation volume f a c t o r 

t h a t i s contained i n your E x h i b i t Number 9? 

A. There would be approximately a 40-percent 

d i f f e r e n c e i n the value of the numbers. 

Q. And i s t h a t a number t h a t i s — t h a t one uses 

i n order t o conclude what the drainage of these 

p a r t i c u l a r w e l l s w i l l be? 
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A. I t i s a number t h a t can be used i n 

det e r m i n a t i o n of the drainage, given other assumptions 

made i n the c a l c u l a t i o n of o i l i n place and recoverable 

o i l , yes. 

Q. What other t h i n g s do you need t o know as an 

engineer before you can make t h a t c a l c u l a t i o n ? 

A. You would need t o know the p o r o s i t y of the 

form a t i o n , the o i l s a t u r a t i o n . The for m a t i o n volume 

f a c t o r i s a con s i d e r a t i o n . You would need t o know the 

area of drainage t h a t ' s going t o be a f f e c t e d by the 

w e l l . You would need t o know the net thic k n e s s of 

e f f e c t i v e r e s e r v o i r pay t h a t i s going t o be 

c o n t r i b u t i n g t o the production. And f o r recovery of 

the o i l i n place, you would need t o have a f a c t o r 

i n d i c a t i n g how much of the o i l i n place would i n f a c t 

be produced. 

Q. And i s t h a t — How do you c a l c u l a t e t h a t 

recovery f a c t o r ? Where do you get i t ? 

A. Many ways. Perhaps the best answer coming 

from a w e l l t h a t ' s no longer producing, being a 

dete r m i n a t i o n of i t s o i l i n place and what i t 

u l t i m a t e l y produced w i t h o u t any extraneous c o n d i t i o n s 

l i m i t i n g i t s production. 

With t h a t i n f o r m a t i o n not a t hand, i t could 

be based upon analogy, i t can be based on a c e r t a i n set 
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of s t a t i s t i c a l c o r r e l a t i o n s which can be u t i l i z e d . 

Ranges of numbers f o r p a r t i c u l a r formations have 

g e n e r a l l y been compiled by d i f f e r e n t o r g a n i z a t i o n s . 

Consultants, i n p a r t i c u l a r , have ranges of numbers t h a t 

they f e e l comfortable w i t h . 

And i t ' s a consensus-of-opinion s i t u a t i o n 

e a r l y i n the producing l i f e of a f i e l d as t o what the 

recovery may be, l a t e r r e f i n e d when compared t o a c t u a l 

p r o d u c t i o n h i s t o r y . 

Q. Let me take you back and ask you a question 

about the formation volume f a c t o r . I s t h a t a number 

which changes from formation t o formation? 

A. Yes, i t can. 

Q. So i n order t o estimate t h a t number, i t would 

be important t o know w i t h what formation you were 

dealing? 

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

Q. I'm going t o show you the next t h r e e e x h i b i t s 

we have, Mr. Barron. I've marked them as E x h i b i t s 10, 

11 and 12 — Well, l e t me s t a r t over here. 

Attached t o your f l u i d a n a l y s i s are two 

prod u c t i o n - d e c l i n e curves. Let's j u s t r e f e r t o those 

as p a r t of E x h i b i t 9, and why don't you review those 

now f o r the Commissioner? 

A. A l l r i g h t . One of the w e l l s which was 
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mentioned i n the previous hearing as having been on 

produ c t i o n f o r approximately two years and t h e r e f o r e 

being one of the b e t t e r i n d i c a t i o n s of what the 

p o t e n t i a l recovery might be i n the Delaware Pool was 

the South Culebra B l u f f Well Number 2 3-1, l o c a t e d i n 

Section 23 and south of both the B i r d Creek and BTA 

w e l l s of i n t e r e s t . 

This p a r t i c u l a r w e l l came on pr o d u c t i o n i n 

March of 1988 and has produced approximately two-plus 

years, and through March of 1990 had cum'd a t o t a l of 

57,613 b a r r e l s of o i l . 

This data was acquired through a commercial 

computer o n - l i n e service which accesses the p r o d u c t i o n 

records t h a t are f i l e d w i t h v a rious s t a t e agencies 

throughout the United States, t o which we have access 

by which we can acquire the produc t i o n records. 

These numbers were u t i l i z e d i n a software 

program t o generate a c u r v e - f i t , using a least-squares 

method, t o t r y and d e l i n e a t e a curve t h a t would f l o w 

through the most number of produc t i o n p o i n t s . 

There i s s t i l l i n t e r p r e t a t i o n i n v o l v e d i n 

t h i s because c e r t a i n p o i n t s may or may not be accurate 

i n a w e l l ' s production. I f i t ' s o f f p r o d u c t i o n f o r a 

c e r t a i n p e r i o d of time, they're not r e p r e s e n t a t i v e of 

i t s c a p a c ity. 
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But the methodology used d i d generate a good 

c u r v e - f i t through t h i s p r oduction, as i n d i c a t e d by both 

of these curves. One i s simply a r e p l o t of th e other 

curve. One i s a copy of the computer screen as i t • s 

worked on and i s dumped t o a p r i n t e r , and the other one 

i s a copy of a p l o t done up on a p l o t t e r . Same monthly 

p r o d u c t i o n numbers, the same e x t r a p o l a t i o n . 

The i n d i c a t i o n of t h i s work was t h a t t h i s 

w e l l seems h i g h l y l i k e l y t o have an u l t i m a t e recovery 

of approximately 200,000 b a r r e l s of o i l . 

Q. Now, e a r l i e r i n the testimony we t a l k e d about 

an e x h i b i t we c a l l e d the B i r d Creek Number 2, which was 

a pro d u c t i o n - d e c l i n e curve t h a t was a c t u a l l y prepared 

by BTA — 

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

Q. — and on which t h e r e was a conclusion, 

there's a conclusion s t a t e d t h a t t h e r e are 147,000 

b a r r e l s of recoverable reserves. Can you compare those 

two e x h i b i t s and t e l l us how you — whether or not you 

disagree w i t h t h e i r conclusion? 

A. Well, t h e i r conclusion was based upon 

pr o d u c t i o n data apparently a v a i l a b l e t o them through 

the month of September, 1989. 

Our a n a l y s i s used approximately s i x 

a d d i t i o n a l months of w e l l p r o d u c t i o n , d u r i n g which time 
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the w e l l continued t o produce a t what might be 

described a b e t t e r - t h a n - a n t i c i p a t e d r a t e as compared t o 

the BTA e x t r a p o l a t i o n . 

Their e x t r a p o l a t i o n used a 2 0-percent 

d e c l i n e , exponential d e c l i n e i n p r o d u c t i o n , on an 

annual basis. The w e l l , as I s a i d , continued t o 

produce a t or near the 2 000-barrels-of-oil-per-month 

range, which would have been above t h e i r f o r e c a s t , 

beginning i n September. 

Consequently, we f e e l t h a t our a n a l y s i s and 

e x t r a p o l a t i o n , being based on a d d i t i o n a l data, i s 

perhaps more r e f l e c t i v e of the w e l l ' s t r u e c a p a c i t y t o 

produce, and as such i t should have a d e c l i n e i n the 

range of approximately 13-1/2 percent per year, as 

opposed t o t h e i r e x t r a p o l a t i o n of 2 0 percent per year, 

the r e s u l t being t h a t i t w i l l u l t i m a t e l y recover more 

o i l . 

Q. And does t h a t t e l l you anything about th e 

number of acres the — t h a t t h a t p a r t i c u l a r w e l l , being 

the South Culebra B l u f f 23, w i l l drain? 

A. Yes, i t does. 

Q. What does i t t e l l you? 

A. I t t e l l s us t h a t i n a l l l i k e l i h o o d t h i s w e l l 

i s capable of d r a i n i n g 40 acres. 

Q. Can you c o r r e l a t e t h a t t o the BTA Pardue "C" 
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Number 1 i n Section 11 and the Teledyne Number 1 i n 

Section 14? 

A. Yes, I f e e l t h a t these w e l l s are s i m i l a r i n 

nature. The r e s e r v o i r i s s i m i l a r a t those l o c a t i o n s , 

and consequently they should also expect t o d r a i n 40 

acres. 

Q. Did you have any other comments you wanted t o 

make about the production-decline curves prepared by 

you or the one prepared by BTA? 

A. No, not a t t h i s time. 

Q. Now I'm going t o show you 10, l l and 12. 

(Off the record) 

Q. (By Ms. Aubrey) Let me have you look f i r s t 

a t E x h i b i t Number 10. 

COMMISSIONER WEISS: Would you giv e us a 

minute t o get these s t r a i g h t ? 

MS. AUBREY: Sure. Number 10 should be th e A 

and B Delaware — 

COMMISSIONER WEISS: They don't seem t o be 

t h a t way. We're going t o f i g u r e i t out here i n a 

minute. 

(Off the record) 

CHAIRMAN LEMAY: Why don't you help us w i t h 

these things? 

MS. AUBREY: I ' l l be happy t o , i f I can 
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f i g u r e them out. 

THE WITNESS: Do you want me t o e x p l a i n what 

they are? 

MS. AUBREY: Maybe we could have Mr. Barron 

e x p l a i n i t , and then we could a l l hear i t . 

THE WITNESS: There are f o u r pages i n v o l v e d 

i n t h i s s e r i e s of e x h i b i t s . E x h i b i t Number 10 would be 

a s i n g l e page e n t i t l e d the A and B Delaware sands. I t 

w i l l l i s t a se r i e s of parameters f o r seven separate 

w e l l s w i t h the BTA "C" 1 Well l i s t e d t w i c e . I t w i l l 

g i v e the drainage area, net volume, net porous volume, 

hydrocarbon volume, o i l i n place and u l t i m a t e recovery 

f o r the A and B Delaware sands. 

CHAIRMAN LEMAY: We have t h a t . 

THE WITNESS: E x h i b i t Number 11 i s a s i m i l a r 

p r e s e n t a t i o n f o r the Delaware C and D sands, again f o r 

a l l seven w e l l s . 

CHAIRMAN LEMAY: Okay, we have t h a t . 

THE WITNESS: E x h i b i t Number 12 i s a two-page 

e x h i b i t showing on one page the Delaware A and B and on 

the other page the Delaware C and D. 

There should only be two l i n e s of 

in f o r m a t i o n , and as w e ' l l e x p l a i n , t h a t w i l l g i v e t he 

d i f f e r e n c e i n the amount of o i l being drained i n each 

of those r e s e r v o i r s , depending upon t h a t w e l l ' s 
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l o c a t i o n . 

CHAIRMAN LEMAY: A l l r i g h t , we've got i t , 

thank you. 

Q. (By Ms. Aubrey) Can we s t a r t w i t h E x h i b i t 

Number 10, Mr. Barron? 

A. Yes. 

Q. Would you review t h a t f o r the Commission and 

Mr. S t o v a l l ? 

A. E x h i b i t Number 10 i s output generated from 

our computer system i n which we are able t o take each 

i n d i v i d u a l w e l l and d e l i n e a t e a 40-acre drainage area 

around t h a t w e l l . 

The computer w i l l then do a v o l u m e t r i c 

i n t e g r a t i o n and determine the amount o f o i l i n place 

u n d e r l y i n g t h a t 40-acre area or any other s t r i c t l y 

c o n f i g u r e d or i l l - d e f i n e d polygon we want t o draw 

around the p a r t i c u l a r p o i n t . I t w i l l do an i n t e g r a t i o n 

through a l l areas of production, a l l r e s e r v o i r s , t a k i n g 

i n t o account the f l u c t u a t i o n i n p o r o s i t y across t h a t 

area, water s a t u r a t i o n and o i l s a t u r a t i o n , i n 

determining the o i l i n place w i t h i n t h a t area. 

So we are not simply using an average 

p o r o s i t y across a 4 0-acre area, as may have been 

encountered by a w e l l d r i l l e d i n the middle of t h a t 40-

acre area. 
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I f a p a r t i c u l a r w e l l came up w i t h 50 f e e t of 

pay and 15 percent p o r o s i t y and a water s a t u r a t i o n of 

4 0 percent, r a t h e r than using those i n a de t e r m i n a t i o n 

of o i l i n place, times the 40 acres, i t w i l l a c t u a l l y 

i n t e g r a t e across the e n t i r e area as the p o r o s i t y or 

s a t u r a t i o n may change i n r e l a t i o n s h i p t o other w e l l s i n 

the area. 

And as such, we have done t h a t c a l c u l a t i o n 

f o r each of the w e l l s i n d i c a t e d on t h i s sheet, i n 

a d d i t i o n t o which we d i d the same c a l c u l a t i o n f o r the 

"C" 1 w e l l , had i t been d r i l l e d a t the standard 3 3 0-

f o o t l o c a t i o n , r a t h e r than the l o c a t i o n a t which i t was 

a c t u a l l y d r i l l e d . 

As i n d i c a t e d on the top of the sheet, t h i s i s 

based — The u l t i m a t e recoverable reserves i s based 

upon an 18-percent recovery f a c t o r i n the A and B 

sands, and the same 1.543 formation volume f a c t o r as 

i n d i c a t e d by f l u i d a n a l y s i s of the C and D r e s e r v o i r , 

inasmuch as i t ' s the same, s i m i l a r Delaware f o r m a t i o n . 

Q. And what conclusions have you come t o w i t h 

regard t o the d i f f e r e n c e between a standard l o c a t i o n 

f o r the "C" 1 and the o r t h - — the l o c a t i o n which was, 

i n f a c t , d r i l l e d ? 

A. That the u l t i m a t e recoverable reserves o f the 

w e l l v a r i e d only s l i g h t l y between the two l o c a t i o n s . 
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However, there was an increase of 

approximately 5.3-plus-thousand b a r r e l s of u l t i m a t e 

recoverable o i l by nature of the w e l l being moved from 

standard l o c a t i o n t o the a c t u a l l o c a t i o n i t was d r i l l e d 

a t . 

Q. And do these c a l c u l a t i o n s a s s i s t you i n 

c a l c u l a t i n g the amount of impact on the c o r r e l a t i v e 

r i g h t s of B i r d Creek Resources t o the south of t h a t 

w e l l ? 

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

Q. And would you t e l l the Commission what your 

conclusion on t h a t question is? 

A. R e f e r r i n g back t o the f i r s t page of E x h i b i t 

Number 12, which i s a comparison between — of the 

Delaware A and B sands between the two l o c a t i o n s f o r 

the "C" 1 Well, t h i s i n d i c a t e s t h a t the "C" 1 Well a t 

i t s — a standard 3 3 0-foot l o c a t i o n — would u l t i m a t e l y 

d r a i n approximately 27,215 b a r r e l s of o i l from the B i r d 

Creek t r a c t . This would be from the d i v i d i n g l i n e 

between Section 11 and 14 down t o the no-flow boundary 

w i t h the Teledyne Number 1 Well. 

At the a c t u a l l o c a t i o n of the w e l l , t h a t 

being, as here r e f e r r e d t o as the unorthodox l o c a t i o n , 

the amount of drainage would a c t u a l l y increase t o 

43,2 34 b a r r e l s . Inasmuch as the w e l l i s f a r t h e r south 
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and c l o s e r t o the Teledyne Well, i t s 4 0-acre drainage 

area would, i n f a c t , be more i n Section 14 than i n 

Section 11. 

Q. More i n Section 14 than i n Section 11? 

A. As compared t o the standard l o c a t i o n . 

Q. Now, t h a t i s f o r the C and D zones; i s t h a t 

c o r r e c t ? 

A. No, t h a t ' s f o r the A and B zones i n t h e 

Delaware. 

Q. Okay. 

A. A s i m i l a r determination f o r the C and D zone, 

being t h a t i n t e r v a l i n which the w e l l s are a c t u a l l y 

completed, would again i n d i c a t e t h a t by nature of the 

w e l l having been moved from i t s — a, quote, standard 

l o c a t i o n , t o the a c t u a l p o i n t i t was d r i l l e d a t , t h e r e 

would be a s l i g h t increase i n the amount of u l t i m a t e 

o i l t h a t could be recovered. 

The very s l i g h t increase i s due t o a s l i g h t 

increase i n net pay t h a t appears t o occur i n t h e 

r e s e r v o i r as you move south i n the area of i n t e r e s t . 

I n comparison t o the two l o c a t i o n s , the 

u l t i m a t e drainage, the second page of E x h i b i t 12 then 

shows t h a t i n the C and D r e s e r v o i r the amount of 

drainage from B i r d Creek a t a standard l o c a t i o n t o the 

unorthodox would increase from 31,987 b a r r e l s t o 49,835 
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b a r r e l s , i n same — s i m i l a r c o n f i g u r a t i o n s , as 

mentioned e a r l i e r , w i t h the w e l l ' s l o c a t i o n and the 

drainage being more i n Section 14 due t o the unorthodox 

l o c a t i o n . 

Q. Now, Mr. Barron, do you have s u f f i c i e n t data 

and e x h i b i t s i n f r o n t of you from which you can, t o a 

reasonable engineering p r o b a b i l i t y , c a l c u l a t e and 

t e s t i f y t o the — not only the drainage r a d i u s of these 

w e l l s but the e f f e c t t h a t the p e n a l t y imposed by the 

Examiner has on B i r d Creek's c o r r e l a t i v e r i g h t s ? 

A. Based upon our a n a l y s i s , i t i n d i c a t e s t h a t 

the w e l l s are capable of d r a i n i n g 4 0 acres, t h a t i n the 

C and D zone, the recovery of o i l i n place i s 

approximately 2 0 percent, t h a t i t i s probably s l i g h t l y 

l e ss or should be s l i g h t l y less than the A and B 

zones — t h a t ' s why we used 18 percent — and t h a t the 

l o c a t i o n t h a t was approved and a t which the w e l l was 

drained w i l l i n f a c t allow the BTA w e l l t o d r a i n w e l l 

i n excess of the 12,000-plus b a r r e l s t h a t r e s u l t e d from 

the e a r l i e r hearing. 

Q. And can you c a l c u l a t e , as an example of 

e f f e c t on c o r r e l a t i v e r i g h t s , what t h a t number would 

be? 

A. As i n d i c a t e d on the second page of E x h i b i t 

12, the d i f f e r e n c e between the u l t i m a t e recovery a t the 
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two l o c a t i o n s would be the 49,835 b a r r e l s l e s s the 

31,987, so t h a t i n t h a t p a r t i c u l a r completion i n t e r v a l 

t h e w e l l would have the a b i l i t y t o d r a i n some 17,848 

b a r r e l s of o i l from the B i r d Creek w e l l . 

I n the upper s e c t i o n of the Delaware, i n the 

A and B sands, which are c u r r e n t l y not on p r o d u c t i o n , 

again the same, s i m i l a r d i f f e r e n c e i n u l t i m a t e 

r e c o v e r i e s between the two l o c a t i o n s i n d i c a t e t h a t some 

16,019 b a r r e l s of o i l would be drained from the B i r d 

Creek lease. 

Q. Can you t e l l us what t h a t t o t a l s ? 

A. I t o t a l t h a t being 33,867 b a r r e l s . 

Q. As an engineer, Mr. Barron, do you have an 

op i n i o n as t o whether or not i t i s a p p r o p r i a t e t o add 

those numbers together, the a d d i t i o n a l drainage from 

the C and D and the A and B, i n order t o c a l c u l a t e the 

e f f e c t on B i r d Creek's c o r r e l a t i v e r i g h t s ? 

A. Yes, I t h i n k they should be added t o g e t h e r , 

because they do represent p o t e n t i a l drainage of the C 

and D r e s e r v o i r , i n f a c t are under p r o d u c t i o n a t the 

c u r r e n t time and are subject t o eventual drainage, the 

drainage from the A and B being s o l e l y dependent upon 

the time of completion i n both w e l l s as t o when t h a t 

drainage w i l l a c t u a l l y occur. 

Q. And what — Who gets the advantage i n t h a t 
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s i t u a t i o n ? The person who completes i n t h e A and B 

f i r s t or l a s t ? 

A. Whoever would be completing f i r s t would get 

the advantage. 

Q. Now, we reviewed a BTA e x h i b i t , being BTA 

E x h i b i t Number 7, w i t h the BTA witnesses. I ' d l i k e you 

t o review i t now f o r the Commission and g i v e t h e 

Commission your a n a l y s i s of the a p p r o p r i a t e way t o make 

these c a l c u l a t i o n s . 

A. I n review, E x h i b i t Number 7 i s a v o l u m e t r i c 

c a l c u l a t i o n of the o i l i n place and u l t i m a t e recovery 

from the BTA w e l l , using standard engineering equations 

and the a p p l i c a t i o n of standard r e s e r v o i r numbers. 

The d i f f e r e n c e I would take i n i t i a l l y would 

be w i t h the formation volume f a c t o r , i n d i c a t e d t o be 

1.1 on E x h i b i t Number 7, and as I understood t h a t t o be 

based upon an average — i n f o r m a t i o n a v a i l a b l e on 

average Delaware completions i n t h i s area of New 

Mexico. 

I n deference t o t h a t , I would s u b s t i t u t e the 

number based upon a c t u a l a n a l y s i s of the produced f l u i d 

i n t h i s r e s e r v o i r , being 1.543. That would i n d i c a t e , 

inasmuch as you're d i v i d i n g by a l a r g e r number i n the 

equation, you're going t o have less o i l i n place. 

Given the 2 0 acres t h a t was used by BTA i n 
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t h i s a n a l y s i s , r a t h e r than having the 681,801 b a r r e l s 

of o i l i n place, you'd have 486,054 b a r r e l s of o i l i n 

place. Simple a r i t h m e t i c d i f f e r e n c e . 

However, i f one were t o stay w i t h an u l t i m a t e 

recovery from these w e l l s of 150,000 b a r r e l s , i t would 

mean t h a t you were recovering the same amount of o i l 

from less o i l i n place. Therefore, your recovery 

f a c t o r goes t o 31 percent, r a t h e r than the numbers 

i n d i c a t e d on t h i s of 2 2 percent. 

Q. Do you be l i e v e 31 percent i s a reasonable 

recovery f a c t o r f o r the East Loving-Delaware Pool? 

A. No, I do not. 

Q. So you would agree w i t h the 2 0 percent; i s 

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

A. Yes. 

Q. So we have t o change some other number; i s 

t h a t r i g h t ? 

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

I n order t o allow f o r the same 20-percent 

recovery of 150,000 b a r r e l s i n place which, as I've 

i n d i c a t e d on an e a r l i e r e x h i b i t , i s probably t o o low, 

however, w i t h the 150,000 b a r r e l s of recovery and the 

same formation volume f a c t o r of 1.543, you wind up w i t h 

31 acres of drainage, 20 percent recovery, 150,000 

b a r r e l s of u l t i m a t e production. 
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As I i n d i c a t e d , 150,000 b a r r e l s per w e l l 

appears t o be low. Our ana l y s i s i n d i c a t e s t h a t a range 

of 2 00,000 b a r r e l s per C/D zone completion appears much 

more reasonable i n comparison t o a c t u a l p r o d u c t i o n 

h i s t o r y from a w e l l t h a t has been on over two years. 

Consequently, an a n t i c i p a t e d recovery of 

200,000 b a r r e l s of — being 20 percent of t h e o i l i n 

place w i t h i n a 40-acre — or, excuse me, the 200,000 

b a r r e l s being 20-percent recovery of the o i l i n place, 

you would i n f a c t be a f f e c t i n g a drainage area of 41 

acres. 

Q. I n coming t o t h a t conclusion, Mr. Barron, 

what — how many f e e t of net pay are you using? 

A. Those are using the numbers as provided by 

BTA, based upon t h e i r own l o g an a l y s i s of th e s u b j e c t 

w e l l . 

Our a n a l y s i s , as i n d i c a t e d on E x h i b i t s Number 

10, 11 and 12, were based upon e x t r a p o l a t i o n of numbers 

i n t he area. 

However, u t i l i z i n g t h e i r number of 53 f e e t of 

net pay and a 16-percent p o r o s i t y , 43-percent water 

s a t u r a t i o n , I do wind up w i t h the 41 acres o f drainage 

f o r 200,000 b a r r e l s of o i l . 

Q. And i s i t l i k e l y or reasonable t o expect t h a t 

t h e number of b a r r e l s of recoverable reserves may be 
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even higher than t h a t ? 

A. There i s t h a t p o t e n t i a l , yes. 

Q. I f you use a higher number than t h a t , which 

i s one t h a t i s s t i l l supported by your data, what s o r t 

of a drainage p a t t e r n do you get? 

A. Drainage p a t t e r n could increase above 40 t o 

somewhere i n the high 40 acres. 46, 47 acres would be 

p o t e n t i a l . 

I hasten t o add, a t t h i s p o i n t i n time t h i s 

i s s t i l l i n the e a r l y p r oductive l i f e of t h i s f i e l d , 

and consequently I f e e l t h a t 40 acres i s a reasonable 

and j u s t i f i a b l e number a t t h i s time t o presume f o r 

drainage i n t h i s pool. 

Q. Now, there's been testimony today t h a t these 

w e l l s w i l l only d r a i n 20 acres. 

I f a w e l l located a t the l o c a t i o n o f the "C" 

1 were t o d r a i n 20 acres, what shape would i t s drainage 

r a d i u s have t o be i n order t o have an impact on B i r d 

Creek? 

A. A c i r c u l a r drainage area, as i n d i c a t e d of 

r a d i a l f l o w , would s t i l l overlap onto the B i r d Creek 

acreage and allow f o r drainage o f f of B i r d Creek's 

t r a c t . I t would, however, not i n d i c a t e an overlap of 

drainage areas between the two w e l l s , as i s i n d i c a t e d 

when there's a 40-acre drainage. 
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Q. I f BTA i s r i g h t and these w e l l s w i l l d r a i n 20 

acres, then both w e l l s are going t o d r a i n 20 acres; i s 

t h a t r i g h t ? 

A. That would be c o r r e c t . 

Q. Do you have an opi n i o n as t o the number o f 

acres t h a t the Teledyne Number 1 w i l l drain? 

A. At t h i s p o i n t i n time, I would assume i t w i l l 

d r a i n 40 acres. 

Q. There was some e a r l i e r testimony on the 

t i g h t n e s s of these sands and some estimates o f 

p e r m e a b i l i t y given i n — and a range of p e r m e a b i l i t y 

given i n m i l l i d a r c i e s . Do you have an o p i n i o n on t h a t ? 

A. I would agree t h a t any f o r m a t i o n t h a t has 

p e r m e a b i l i t y i n the 1 / 1 0 - o f - a - m i l l i d a r c y t o 5 

m i l l i d a r c i e s would c e r t a i n l y be considered a r e l a t i v e l y 

t i g h t r e s e r v o i r . 

Q. I s i t your o p i n i o n t h a t t h i s p a r t i c u l a r 

r e s e r v o i r we're d e a l i n g w i t h i s t h a t t i g h t ? 

A. Based upon the production h i s t o r y of these 

w e l l s and the f a c t t h a t they — those w e l l s completed, 

p a r t i c u l a r l y by B i r d Creek, continue t o produce a t f u l l 

a l l o w a b l e , f l o w i n g w i t h the pressures t h a t they do, 

t h a t they are no longer d r a i n i n g o i l simply from the 

f r a c t u r e system t h a t was accomplished by s t i m u l a t i n g 

the w e l l s upon completion, t h a t they are i n f a c t 
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producing o i l out of the m a t r i x rock and t h a t rock 

capable of s u s t a i n i n g t h i s magnitude of f l o w i s 

probably of a higher p e r m e a b i l i t y than t h a t i n d i c a t e d 

o f , say, 5 m i l l i d a r c i e s of le s s . 

Q. Could you give us a range i n numbers of 

m i l l i d a r c i e s of which you b e l i e v e the p e r m e a b i l i t y t o 

be? 

A. I t h i n k core a n a l y s i s i n t h i s f o r m a t i o n would 

probably i n d i c a t e t h a t there i s s u f f i c i e n t r e s e r v o i r 

rock t h a t ' s going t o be several hundred m i l l i d a r c i e s . 

That may not be uniform and continuous 

through the e n t i r e net-pay i n t e r v a l , but I t h i n k i t 

w i l l c e r t a i n l y s u f f i c i e n t enough and perhaps the 

predominance such t h a t several hundred m i l l i d a r c i e s 

would be the average t o be expected from t h i s 

f o r m a t i o n , r a t h e r than less than 5 m i l l i d a r c i e s . 

Q. And what e f f e c t does t h a t have, t h a t a n a l y s i s 

of p e r m e a b i l i t y , have on your conclusions t h a t t h e 

w e l l s are d r a i n i n g 40, 41 acres? 

A. Well, I t h i n k the w e l l s w i l l s t i l l d r a i n the 

40 or 41 acres w i t h the higher p e r m e a b i l i t y . T h e y ' l l 

be able t o s u s t a i n higher r a t e s of f l o w , they w i l l have 

less dramatic declines i n p r o d u c t i o n w i t h time once the 

w e l l s are no longer capable of making t h e i r t o p 

a l l o w a b l e . Consequently, t h e i r r a t e s of d e c l i n e w i l l 
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probably be less — more i n l i n e w i t h the p r o j e c t i o n s 

t h a t we have made. 

Q. Mr. Barron, would you giv e the Commission 

your p r o f e s s i o n a l engineering o p i n i o n as t o t h e 

app r o p r i a t e penalty t o be imposed on the BTA w e l l , 

given the l o c a t i o n which BTA has chosen t o d r i l l and 

a l l t he other f a c t o r s t h a t you've considered today i n 

order t o p r o t e c t B i r d Creek Resources's c o r r e l a t i v e 

r i g h t s i n Section 14, both i n the Teledyne Number 1 and 

Number 2? 

A. Well, I t h i n k i t would be a p p r o p r i a t e t o 

prevent the BTA w e l l from d r a i n i n g these 33,867 b a r r e l s 

of p o t e n t i a l o i l from B i r d Creek's leases, t h a t t h e 

dete r m i n a t i o n of the e a r l i e r hearing d i d not a l l o w f o r 

t h e a d d i t i o n a l productive i n t e r v a l — t h a t i s apparent 

i n the w e l l s — and also BTA believes w i l l u l t i m a t e l y 

be p r o d u c t i v e from t h i s area, a w a i t i n g a c t u a l t e s t i n g , 

and t h a t the penalty imposed should be such t h a t no 

less than t h i s amount of o i l i s recoverable by B i r d 

Creek p r i o r t o BTA's being able t o produce out of the 

r e s e r v o i r . 

Q. The Examiner's Order was couched i n terms of 

a time p e r i o d . I s i t your understanding — Do you have 

an understanding as t o whether or not t h a t i s the 

t r a d i t i o n a l way a penalty has been approached i n the 
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State of New Mexico? 

A. I t ' s been i n d i c a t e d t o me t h a t the 

t r a d i t i o n a l method has been a s t r i c t i m p o s i t i o n of 

percentage r e d u c t i o n i n productive c a p a c i t i e s of the 

w e l l based upon t h e i r distance t o the s u b j e c t lease 

l i n e s i n comparison t o a standard l o c a t i o n . 

Q. And what i s the l o c a t i o n of the BTA w e l l w i t h 

regard t o the lease l i n e ? 

A. The BTA w e l l i s i n d i c a t e d t o be lo c a t e d 176 

f e e t from the south l i n e of Section 11. 

Q. And what, as f a r as you know, i s t h e nearest 

standard l o c a t i o n ? 

A. 330 f e e t from the same l i n e . 

Q. Do you have a recommendation, then, as t o the 

percent of penalty t o be imposed against the BTA we l l ? 

A. I t appears t h a t the w e l l should support a 

pen a l t y of 46-2/3 percent of i t s allowable and, 

consequently, i t s d e l i v e r y c a pacity once i t ' s no longer 

able t o produce allowable. 

Q. And t h a t would be f o r the producing l i f e of 

the w e l l ? 

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

Q. Were E x h i b i t s 1 and 3 through 12 e i t h e r 

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

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

MS. AUBREY: Mr. Commissioner, I tender 

E x h i b i t s 1 and 3 through 12. I also tender E x h i b i t 2, 

which was prepared by BTA and used as an e x h i b i t . 

CHAIRMAN LEMAY: Without o b j e c t i o n , those 

e x h i b i t s w i l l be entered i n t o the record. 

Does t h a t complete your d i r e c t ? 

MS. AUBREY: I have no more questions of the 

witness a t t h i s time. 

CHAIRMAN LEMAY: Thank you, Miss Aubrey. 

Mr. Carr? 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Barron, when were you employed by B i r d 

Creek? 

A. I n i t i a l l y employed by B i r d Creek i n the 

beginning of t h i s year, 1990. 

Q. And what were you asked t o do a t t h a t time? 

A. We were asked t o evaluate those w e l l s t h a t 

they had d r i l l e d and completed i n the East Loving F i e l d 

area. 

Q. When d i d you become in v o l v e d w i t h any of the 

matters r e l a t e d t o t h i s case? 

A. I n l a t e May, f i r s t p a r t of June o f 1990. 

Q. Were you involved i n any p r e p a r a t i o n o f t h e 
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testimony presented a t the Examiner Hearing? 

A. No, I was not. 

Q. Have you reviewed t h a t testimony i n 

pr e p a r a t i o n f o r today•s case? 

A. Yes, I have. 

Q. I would l i k e t o go — I guess the best way t o 

work i s through these e x h i b i t s as best I can i n order, 

and I ' d l i k e t o go t o E x h i b i t Number 1, and I — f o r me 

t o understand t h i s , f i r s t of a l l what you've done i s , 

you've placed the w e l l s a t the l o c a t i o n s where they are 

a c t u a l l y d r i l l e d i n t h i s area? 

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

Q. And around each of those w e l l s you have drawn 

a 40-acre — a c i r c l e which represents a 40-acre 

drainage area? 

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

Q. And what you have shown i s t h a t by moving the 

"C" 1 t o the south, t h a t drainage r a d i u s extends 

f a r t h e r i n t o Section 14 than i f i t were a t a standard 

l o c a t i o n ? 

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

Q. And then you have got a l i n e running through 

the c i r c l e which shows a no-flow boundary — I t h i n k 

t h a t ' s pointed out on E x h i b i t 2 — between t h e Teledyne 

Number 1 and the "C" Number 1? 
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A. That's c o r r e c t . 

Q. Now, t o shorten t h i s up, i f I understand what 

you have done, you have taken these maps, the data i n 

these maps, and w i t h a computer you have generated the 

data t h a t i s shown on E x h i b i t s 11 and 12, which e x p l a i n 

the amount of a d d i t i o n a l drainage being gained by BTA, 

other than through t h i s l o c a t i o n ? 

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

Q. When I look a t E x h i b i t Number 1, what i s the 

area t h a t i s cross-hatched on t h a t — on t h a t 

p a r t i c u l a r p l a t ? 

A. That i s approximately 8 — w e l l , 8.659 acres, 

as i n d i c a t e d on the second page of E x h i b i t 12. 

Q. Okay. You're going t o have t o bear w i t h me. 

I'm having — 

A. E x h i b i t 12, the acreage i n d i c a t e d on t h a t 

p a r t i c u l a r e x h i b i t — 

Q. Okay. 

A. — i s the cross-hatched area. 

Q. Okay, so t h a t when we get — I t ' s the l a s t 

l i n e on the second page, t o t a l unorthodox "C" 1 

drainage, 8.659? 

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

Q. So t h a t ' s the number of acres t h a t i s cross-

hatched on E x h i b i t Number 1; i s t h a t r i g h t ? 
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A. Yes. 

Q. And t h a t i s the acreage t h a t i s u t i l i z e d t o 

— as the a d d i t i o n a l drainage area t h a t then r e s u l t s i n 

the 17,700 a d d i t i o n a l b a r r e l s of o i l i n t h e C and D? 

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

Q. And then an a d d i t i o n a l l i k e amount a t t r i b u t e d 

t o t he A and the B? 

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

Q. A l l r i g h t . I f the "C" Number 1 Well d i d not 

d r a i n 40 — and assume t h a t j u s t f o r the purpose of 

t h i s question — then your no-flow boundary would i n 

f a c t move o f f t o the n o r t h and the west, wouldn't i t ? 

You'd have a smaller drainage c i r c l e , and t h a t would 

cause t h a t no-flow boundary t o move t o t h e northwest, 

would i t not? 

A. I f the "C" 1 were t o d r a i n only 20 acres, 

making the same assumption t h a t a l l w e l l s would d r a i n 

o n l y 2 0 acres, then i n f a c t t h e r e would e s s e n t i a l l y be 

no r e a l overlap of drainage areas. 

The no-flow boundary, i n theory, i s going t o 

be halfway between the w e l l s , regardless, as i n d i c a t e d 

here. This simply — e x h i b i t i n d i c a t e s t h a t a no-flow 

boundary would e x i s t i n an area of overlap. With 

smaller c i r c l e s the boundary i t s e l f would not move. 

Q. But based on 40-acre and e x i s t i n g w e l l 
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l o c a t i o n s , the cross-hatched area i s the 8.6 acres, and 

t h a t i s the basis of the 17,000 b a r r e l s i n each of the 

two zones? 

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

Q. Now, i f we look a t the Number 2 Well, what i s 

the s t a t u s of the Number 2 Well i n 14? 

A. Number 2 Well i s a producing o i l w e l l i n t h i s 

Delaware-Loving Pool. 

Q. Now, i f we take a look a t t h a t w e l l and 

compare i t t o the "C" Number 1, the r e would be a no-

fl o w boundary between those two, won't there? 

A. Yes, there w i l l . 

Q. And so we could draw on t h i s e x h i b i t a l i n e 

t h a t s o r t of goes i n t h a t e l l i p s e area, and t h a t would 

be an a d d i t i o n a l no-flow boundary; i s n ' t t h a t r i g h t ? 

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

Q. And the area south and west of t h a t i s — 

represents reserves i n acreage t h a t • s going t o be 

drained by the Number 2, not the Number 1; i s n ' t t h a t 

r i g h t ? 

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

Q. And so t h a t would be ap p r o p r i a t e , wouldn't 

i t , t o be a red u c t i o n from the 8.6 acres i f i n f a c t 

we're l o o k i n g a t the area t h a t ' s going t o be drained by 

v i r t u e of t h i s l o c a t i o n ? 
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A. Yes, t h a t can be done, and I have those 

numbers f o r you. 

Q. Okay. So then we can reduce the 8-acre 

f a c t o r by t h a t , correct? 

A. Yes. 

Q. Now, i f we also draw a 40-acre c i r c l e around 

the "C" 2 Well, we're going t o have an a d d i t i o n a l 

drainage area lopping i n t o t h e r e , are we not? 

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

Q. And t h a t ' s the standard l o c a t i o n ; i s n ' t t h a t 

r i g h t ? 

A. Yes, as I understand i t . 

Q. And there's going t o be an overlap between 

t h a t drainage radius and the rad i u s of the "C" 2; i s 

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

A. Yes. 

Q. And so would i t be app r o p r i a t e t o s u b t r a c t , 

perhaps, an a d d i t i o n a l p o r t i o n of t h a t hatched area 

because there's going t o be a no-flow boundary between 

the "C" 2 and the o f f s e t t i n g B i r d Creek w e l l s t o o ; 

i s n ' t t h a t r i g h t ? 

A. No, ther e would not be — I t would not be — 

Q. I t w i l l not be — 

A. — not be appropriate. 

Q. I t would not be app r o p r i a t e , and why not? 
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A. I f those w e l l s are located e q u i d i s t a n t from 

the survey l i n e , which they probably are not, t h e no-

fl o w boundary would i n f a c t be the survey l i n e . 

I f the "C" 2 i s located c l o s e r t o the survey 

than the Teledyne Number 2, then the no-flow boundary 

would i n f a c t be i n t o Section 11 by some amount. 

However, i t would not impact — not n e c e s s a r i l y impact 

the drainage of the "C" 1 Well. 

Q. I f the "C" 2 i s close r — Do you know how f a r 

the setback i s on the "C" 2 from the common s e c t i o n 

l i n e ? 

A. Offhand, no, I do not know. 

Q. I s n ' t i t i n f a c t c l o s e r than t h e Number 1 

w e l l i s t o t h a t common s e c t i o n l i n e ? 

A. Looking a t the maps, i t appears t h a t way, i t 

probably i s . Even though the dots are l a r g e , they 

should be centered on the l o c a t i o n . 

Q. Those are both standard l o c a t i o n s , a r e n ' t 

they? 

A. I be l i e v e they are greater than 33 0 f e e t . 

Q. And i f the "C" 2 i s a t a standard l o c a t i o n 

and i t has a 40-acre drainage c i r c l e drawn around i t , 

i t would also be able t o p i c k up some of t h e reserves 

t h a t are i n t h a t area shaded on E x h i b i t Number 1; i s n ' t 

t h a t r i g h t ? 
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A. I t would p o t e n t i a l l y p i c k up some o f t h a t 

area shown under the i n f l u e n c e of the "C" 1, yes, 

t h a t ' s c o r r e c t . 

Q. And those are reserves t h a t t h a t w e l l could 

l a w f u l l y produce. You're not c h a l l e n g i n g a n y t h i n g — 

A. No, I'm not ch a l l e n g i n g t h a t , no. 

Q. — about the "C" Number 2? 

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

Q. A l l r i g h t . And so i t i s t h i s shaded area, as 

shown on E x h i b i t Number 1, however, t h a t ' s t h e basis 

f o r your penalty? 

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

Q. Let's go t o — Let me see. The drainage 

r a d i u s t h a t you're using on E x h i b i t 1 are a c t u a l l y 

generated as you showed us l a t e r i n your testimony. 

You d i d n ' t have core data and i n f o r m a t i o n l i k e t h a t t o 

a c t u a l l y c a l c u l a t e a drainage area or drainage r a d i u s 

f o r each of the w e l l s , i f I understood your testimony? 

A. We used a 40-acre c i r c l e f o r a l l w e l l s . 

Q. Let's look a t E x h i b i t Number 2. 

Okay, I mean Number 5. When I s a i d 2 a 

minute ago I meant Number 5. 

A. A l l r i g h t . 

MR. CARR: And a f t e r doing t h a t , I have no 

questions. Number 5 I was going t o be sure I knew what 
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a no-flow boundary i s . 

Q. (By Mr. Carr) I f I take a look a t E x h i b i t 

Number 6, t h i s i s your net-pay isopach on th e C/D 

i n t e r v a l , the producing i n t e r v a l i n t h i s w e l l ? 

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

Q. And t h i s i s contoured based on what? Log 

information? 

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

Q. And what we have, l i k e on the Number 1 Well, 

the Teledyne Number 1, we have 60 f e e t . I s t h a t net 

pay? 

A. That's net pay greater than 10 percent 

p o r o s i t y and less than 60 percent water s a t u r a t i o n . 

Q. And we have 64 f e e t i n the Number 2? 

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

Q. How many d i d you compute f o r the "C" 1? 

A. For the "C" 1 Well, we have an i n d i c a t i o n 

t h a t i t should have i n excess of 60 f e e t of pay. 

Q. A l l r i g h t , and d i d you — 

A. We d i d not have the l o g t o look a t . 

Q. And when you look a t t h a t l o g , you see t h a t 

i t has i n f a c t 53 feet? 

A. I have not seen the l o g ; you a l l d i d not 

provide i t . 

Q. I f you had 53 f e e t , then, you would have 
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a c t u a l l y a t h i n n e r s e c t i o n as you move o f f t o t h e 

n o r t h ; i s n ' t t h a t correct? Than what you're 

experiencing under the Teledyne wells? 

A. I f our a n a l y s i s i n d i c a t e d t h a t the net pay 

number as you i n d i c a t e d i s c o r r e c t , i t would i n f a c t be 

reducing i t s e l f as i t moves t o the n o r t h . 

Q. And the t h i c k of the pay, you get more 

reserves out of a smaller area? Even a lawyer should 

understand t h a t , r i g h t ? 

A. No comment. 

Q. A l l r i g h t . Now, i f we look a t t h i s — I f we 

look a t t h i s , we have three 40-acre c i r c l e s ? 

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

Q. And then there i s a l i g h t e r l i n e i n the 

center t h a t I guess i s your 60-foot contour; i s n ' t t h a t 

c o r r e c t ? 

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

Q. Why i s the "C" 1 w i t h 60 f e e t o u t s i d e your 

60-foot contour? Why d i d you place t h a t between the 

60- and 50-foot contour? 

A. What we're lo o k i n g a t here i s a computer 

r e n d i t i o n , and you s i m i l a r l y have a 60-foot contour 

l i n e f a r t h e r south i n t h a t same s e c t i o n , because i n the 

center of the s e c t i o n you drop t o 57 f e e t , and then go 

back up t o 68 f e e t , and so the computer i s t r y i n g t o 

CUMBRE COURT REPORTING 
(505) 984-2244 



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 

153 

generate a best f i t of data. 

The l i n e i t s e l f , i n theory, should run 

through the 60-foot l i n e . 

You may n o t i c e t h a t the 60-foot contour l i n e 

i s not p e r f e c t l y smooth. There's a s l i g h t amount of 

jaggedness t o the contouring, and t h a t ' s a f u n c t i o n of 

the smoothness f a c t o r used when the maps were a c t u a l l y 

drawn. The data i n the computer w i l l put 60 f e e t a t 

t h a t w i l l l o c a t i o n and the appropriate areas. 

Sometimes — 

Q. So t h i s i s j u s t a computer adjustment of 

the — 

A. Yeah, these maps were prepared i n time t o get 

copies made, w i t h not a l o t of leeway i n terms of 

smoothing them out. The data i t s e l f i s unchanged. 

Q. I f we look a t the "B" Number 1, do you know 

how many net f e e t of p o r o s i t y g r e a t e r than 10 percent 

we have i n t h a t w e l l , i n Section 11? 

A. The only t h i n g we had t o go on t h e r e was th e 

cro s s - s e c t i o n provided i n the e a r l i e r testimony, which 

was a neutron-density l o g . 

Q. And t h a t ' s the e x h i b i t t h a t you r e f e r r e d 

t o — 

A. Yes, and so we were not able t o make a 

re d u c t i o n p o t e n t i a l i n t h a t pay f o r s a t u r a t i o n . But 
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u t i l i z i n g the data, i t appeared t h a t the numbers — or 

some numbers provided i n e a r l i e r testimony i n d i c a t e d 

t h a t , you know, i n excess of 50 percent was probably 

reasonable. 

Q. I f you look a t t h a t l o g on the "B" 1, can you 

from t h a t l o g estimate the number — the amount of net 

p o r o s i t y g reater than 10 percent? 

A. I could take some time t o come up w i t h some 

numbers, but 11m sure t h a t number i s going t o be i n 

excess of 50 f e e t . 

Q. You reviewed the p r i o r t r a n s c r i p t , d i d you 

not? 

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

Q. And t h i s was E x h i b i t 4 i n t h a t p r i o r case? 

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

Q. And a t t h a t time i t was i n d i c a t e d or 

t e s t i f i e d t o t h a t t h i s showed p o r o s i t y i n excess of 10 

percent? 

A. Yes. 

Q. And i f you take the Number 3 and you add t h a t 

up, i f you get 66 f e e t or thereabouts, i s n ' t i t curious 

t h a t you have placed t h a t between the 50- and 60-foot 

contour on t h i s p a r t i c u l a r map, on t h i s isopach map? 

A. I f I understand you c o r r e c t l y , you're saying 

t h a t previous testimony showed th e r e were 63, and y e t 
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we're only saying there's a l i t t l e over 50 now. 

Q. Yes. 

A. We took the i n f o r m a t i o n we had a t hand, some 

of which was on w e l l s t h a t we d i d have logs, so we 

could make an exact determination. 

On some of those w e l l s BTA may have i n d i c a t e d 

t h e r e was 70 f e e t of net pay. Our a n a l y s i s may have 

come very close t o 70 f e e t of pay gr e a t e r than 10 

percent, but only 55 f e e t of pay when adjusted f o r 

water s a t u r a t i o n . 

So we d i d some s t a t i s t i c a l work and reduced 

t h i s w e l l accordingly f o r water s a t u r a t i o n . 

Q. And so i t was because of t h a t , t h a t t h e 66 

f e e t shown on the previous E x h i b i t Number 4 has been 

t r a n s l a t e d i n t o something between 50 and 60? 

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

Q. Now, E x h i b i t Number 7 i s an isopach map on 

a l l of the zones; i s t h a t r i g h t ? 

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

Q. You've not seen a l o g on the "C" Number 1, 

have you? 

A. No, s i r , I have not. 

Q. Yet i t was your testimony t h a t you're 

convinced t h a t i t can produce from the A and B? 

A. Yes. 
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Q. Are any w e l l s t h a t are operated by B i r d Creek 

producing from the A and B? 

A. No, they are not, t o my knowledge. 

Q. Are any w e l l s producing — by BTA or anyone 

els e — producing from the A and B? 

A. Yes, there are w e l l s i n t h i s general area 

t h a t do produce. 

Q. And when you say general area, are we t a l k i n g 

about w i t h i n the, say, four sections t h a t we've been 

foc u s i n g on here today? 

A. No, I be l i e v e there's a w e l l — And I 

apologize; I don't have these numbers i n f r o n t of me. 

I f I'm not mistaken, I b e l i e v e there's a w e l l i n 

Section 25 t o the southeast, there's a w e l l n o r t h of 

here i n Section 5, and I b e l i e v e t h e r e i s a t h i r d w e l l 

w i t h i n , you know, t h i s general v i c i n i t y t h a t has 

produced from the B. I don't remember where i t was. 

Q. And now and throughout the testimony when 

we're t a l k i n g about A and B, none of the w e l l s t h a t 

have been the subject of today's hearing are c u r r e n t l y 

producing there? 

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

Q. We're only t a l k i n g about a f u t u r e p o t e n t i a l 

a t some time i n the future? 

A. Based upon l o g a n a l y s i s , yes, s i r , t h a t ' s 
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c o r r e c t . 

Q. We've had some testimony on fo r m a t i o n volume 

f a c t o r s . You've d e a l t w i t h these as a — throughout 

your p r o f e s s i o n a l l i f e , have you not? 

A. Yes, s i r . 

Q. And t h a t experience, you — Based on t h a t 

experience, I be l i e v e you t e s t i f i e d they change 

form a t i o n t o forma t i o n ; i s t h a t c o r r e c t ? 

A. Yes. 

Q. Do they change w i t h i n a formation? 

A. There may be some change. Not too 

s i g n i f i c a n t , would be the normal — 

Q. Would be the normal — 

A. — consensus of op i n i o n , yes. 

Q. They also change w e l l t o w e l l on occasion, do 

they not? 

A. I ' d say i t ' s more po s s i b l e than a p r a c t i c a l 

occurrence. 

Q. You are aware of s i t u a t i o n s , and have 

encountered them, where w i t h i n the same r e s e r v o i r w e l l s 

demonstrate d i f f e r e n t formation volume f a c t o r s ? 

A. That's c o r r e c t . Formation volume f a c t o r 

u s u a l l y uses based upon o r i g i n a l c o n d i t i o n s . And so 

the assumption i s g e n e r a l l y made t h a t the r e s e r v o i r i s 

a t e q u i l i b r i u m a t discovery, so i t should be unif o r m ; 
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i t may then change. 

Q. When we looked a t E x h i b i t Number 9 — They 

a l s o , going back t o formation volume f a c t o r s , they also 

tend t o change duri n g the producing l i f e of a w e l l ; i s 

t h a t not true? 

A. Yes. 

Q. Now, i f we take a look a t some of t h e 

decline-curve i n f o r m a t i o n t h a t you presented as p a r t of 

— I t h i n k E x h i b i t Number 9. I t was attached t o the 

core data. 

A. Yes. 

Q. Core Lab a n a l y s i s . We saw a d i f f e r e n t curve 

than what had been o f f e r e d e a r l i e r from BTA records f o r 

the Culebra B l u f f Number 2 3 Well; i s t h a t r i g h t ? 

A. They're d i f f e r e n t i n t h e i r e x t r a p o l a t i o n of 

f u t u r e production. They co n t a i n what appears t o be the 

same re p o r t e d o i l production, w i t h t h e i r w e l l having 

less i n d i c a t e d months of production than ours. 

Q. Okay. 

A. They have some a d d i t i o n a l i n f o r m a t i o n , which 

i s apparently the gas production. 

Q. Okay. Now, what — I n pr e p a r i n g f o r the 

case, you s t a t e d you had reviewed p r i o r testimony; i s 

t h a t not correc t ? 

A. Yes, s i r . 
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Q. And you're aware of the testimony of Mr. B i l l 

Burke? 

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

Q. Are you aware t h a t he t e s t i f i e d about the 

producing c a p a b i l i t i e s of t h i s w e l l ? 

A. Yes, I i n d i c a t e d he d i d give a number. 

Q. And are you aware of what those numbers are? 

A. I ' d be glad t o have them reviewed t o me so I 

don't say the wrong one. 

Q. Let me j u s t show you the t r a n s c r i p t of the 

Examiner Hearing, page 47, and you might want t o take a 

look a t t h a t . I t appears t o me he's t a l k i n g about t h i s 

w e l l ; i s t h a t not correct? 

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

Q. And he was t a l k i n g about how many b a r r e l s of 

o i l had been produced by t h a t w e l l a t t h a t time? 

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

Q. And how many b a r r e l s was he r e c i t i n g ? 

A. Quoting h i s testimony on page 47, he says, 

" I t has produced 60,000 b a r r e l s of o i l . " 

Q. A l l r i g h t . And then d i d he take t h a t number 

and compute a t o t a l production f o r the w e l l ? 

A. Yes, he comes up w i t h an estimate of 13 0,000 

b a r r e l s f o r t h a t w e l l . 

Q. Now, how many a d d i t i o n a l months' p r o d u c t i o n 
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do you have t o change a 130,000-barrel f i g u r e t o 

200,000? 

A. I don't know t h a t I have any a d d i t i o n a l 

months of production than he may have had a t t h a t time. 

I don't know s p e c i f i c a l l y . 

He does i n d i c a t e the 60,000, and our records 

i n d i c a t e t h a t i t had a s l i g h t l y l ess number, based on 

f i l e testimony, so he may have had an a d d i t i o n a l month. 

Q. So you have a d i f f e r e n c e of o p i n i o n w i t h Mr. 

Burke? 

A. I t ' s b a s i c a l l y a d i f f e r e n c e of o p i n i o n of 

e x t r a p o l a t i o n of reserves. 

Q. And t h a t d i f f e r e n c e of o p i n i o n would a f f e c t 

— I f we work 130,000 b a r r e l s i n t o a c a l c u l a t i o n as 

opposed t o 200,000 b a r r e l s i n t o a c a l c u l a t i o n , i t can 

make q u i t e a s u b s t a n t i a l d i f f e r e n c e i n the number of 

acres t h a t are a c t u a l l y c o n t r i b u t i n g t o any o f these 

wells? 

A. I t could w i t h one d i f f e r e n c e , i n t h a t i t ' s my 

knowledge t h a t t h a t w e l l i s not completed i n t h e e n t i r e 

s e c t i o n i n which he a n t i c i p a t e s 13 0,000 b a r r e l s of o i l . 

Q. And on what do you base t h a t ? 

A. A review of t h a t w e l l p r o d u c t i o n . 

Q. Have you looked a t the a c t u a l logs on t h a t 

w e l l ? 
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A. Yes. 

Q. And are there zones t h a t can be opened t h a t 

have not been? 

A. Yes. 

Q. And d i d you take t h a t i n t o — f a c t o r t h a t i n , 

i n changing your number? 

A. What we d i d was a n t i c i p a t e t h a t the w e l l was 

a c t u a l l y producing s i g n i f i c a n t l y from t h a t zone, t h a t 

i t was only completed i n the lower i n t e r v a l but i s 

producing i n the e n t i r e i n t e r v a l . Consequently, we f e l t 

t h a t i n time i t w i l l d r a i n or produce b e t t e r than he 

may have a n t i c i p a t e d i t would. 

Q. So t h a t producing the e n t i r e zone — I t ' s 

j u s t not p e r f o r a t e d i n the e n t i r e zone — I'm not 

t r y i n g t o — 

A. Correct. 

Q. I'm j u s t t r y i n g t o understand what you're 

saying. 

A. Right. 

Q. You t a l k e d about p e r m e a b i l i t y a l i t t l e b i t . 

Are you aware of any t e s t i n g of any w e l l i n t h e 

Delaware i n t h i s area done by B i r d Creek w i t h o u t f i r s t 

f r a c t u r e - s t i m u l a t i n g t h a t w ell? 

A. No, I am not. 

Q. So there's no w e l l , t o your knowledge — I s 
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t h e r e any w e l l , t o your knowledge, t h a t could produce 

i n commercial q u a n t i t i e s w i t h o u t having t o be f r a c t u r e -

s t i m u l a t e d f i r s t ? 

A. I don't know t h a t one way or the other. 

Q. Based on your study of the r e s e r v o i r , do you 

have an opi n i o n as t o whether or not the r e s e r v o i r i s 

b a s i c a l l y a t i g h t formation t h a t needs s t i m u l a t i o n t o 

produce? 

A. Based upon the review of the operations t o 

date, i t appears t h a t s t i m u l a t i o n i s necessary t o 

a f f e c t the types of producing r a t e s these w e l l s now 

e x h i b i t , yes. 

Q. Did you have any bottom-hole pressure b u i l d u p 

data t o s u b s t a n t i a t e the statement of 200 t o 3 00 

m i l l i d a r c i e s of permeability? 

A. No, I do not. 

Q. Let's see, I need E x h i b i t Number 10, which i s 

one of the computer-generated e x h i b i t s . These are — 

Excuse me. 

These are the computer-generated — 

A. I t ' s a summation of the data generated by the 

computer j u s t presented i n — 

Q. Based on — 

A. — p r i n t - s h e e t form, r i g h t . 

Q. Based on the previous data? 
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A. Yes. 

Q. And t h i s was done, and these numbers do not 

ne c e s s a r i l y r e f l e c t exact l o g i n f o r m a t i o n . I f we go t o 

your hydrocarbon core volume, we might see computer 

adjustments l i k e we d i d on some of the e a r l i e r 

e x h i b i t s ? I'm asking; I'm not — I don't know — 

A. On those w e l l s where we had data, i t would be 

r e f l e c t i v e of the log a n a l y s i s of t h a t w e l l , and then 

the e x t r a p o l a t i o n of t h a t data t o the next w e l l . 

I f we d i d not have data on t h a t w e l l , such as 

on the BTA Well, then i t was s t i l l i n the e x t r a p o l a t i o n 

mode. 

Q. And here we're assuming a 40-acre drainage 

area f o r each of the wells? 

A. I n determination of the o i l i n place, t h a t ' s 

c o r r e c t . 

Q. And again t h i s i s on the upper two zones t h a t 

are not completed — 

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

Q. — no w e l l s are completed i n those? 

You're basing your penalty recommendation on 

not only c u r r e n t producing zones but als o what you 

a n t i c i p a t e might be f u t u r e production? 

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

Q. And you're coming up w i t h a 33,000 f i g u r e ? 
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A. Yes, s i r . 

Q. And i f you apply a 46. — a 46-2/3 p e n a l t y t o 

the Pardue Number 1, "C" Number 1, you would have 

r e s t r i c t e d t h a t w e l l by i n excess of 33,000 b a r r e l s 

d u r i n g the f i r s t year, would you not? I f i t stays a t 

top allowable of 142 b a r r e l s a day? 

A. I ' l l go w i t h your c a l c u l a t i o n , yes, s i r . 

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

CHAIRMAN LEMAY: Thank you, Mr. Carr. 

A d d i t i o n a l questions of the witness? 

MS. AUBREY: Thank you. 

CHAIRMAN LEMAY: I t h i n k we have some 

questions here. Would you r a t h e r have r e d i r e c t a f t e r 

we ask our questions? 

MS. AUBREY: Oh, c e r t a i n l y . 

CHAIRMAN LEMAY: Commissioner Weiss? 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. Let's see, on E x h i b i t 5 — 

A. Yes, s i r . 

Q. — what i s the d e f i n i t i o n of a no-flow 

boundary again? 

A. I t would be a t a p o s i t i o n , a l l t h i n g s assumed 

equal and uniform i n drainage, a t which the pressure 

t r a n s i e n t — 
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Q. Do we know t h a t there's a l l t h i n g s equal and 

uniform drainage here? I s the r e a KH anywhere? I s 

the r e an equal pressure anywhere? Any measurements? 

A. No, we're j u s t assuming r a d i a l drainage a t 

t h i s p o i n t i n time. There have been no pressure-

t r a n s i e n t analyses. 

COMMISSIONER WEISS: I have no more 

questions. 

CHAIRMAN LEMAY: I have one, Mr. Barron. 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. I f you d i d have — The assumptions are, you 

have 4 0 acres of r a d i a l drainage. I f t h a t ' s t he case, 

can you e x p l a i n the v a r i a t i o n i n f l o w i n g t u b i n g 

pressures presented i n the e x h i b i t s t h a t BTA had t h e r e 

on t h e i r w e l l s , t h e i r w e l l s i n there? 

A. Not having a c t u a l knowledge of the w e l l s , 

other than t h a t i n f o r m a t i o n , I would have t o make some 

genera l i z e d statements t h a t may r e l a t e t o completions 

of the w e l l s , hookups, c e r t a i n l y going t o be i n d i c a t i v e 

of choke s i z e , i t should be i n d i c a t i v e of th e amount of 

produ c t i o n which has already occurred i n t h e w e l l s , i t 

may have t o do w i t h l o c a l i z e d r e s e r v o i r c o n d i t i o n s , 

p a r a f f i n problems, i f they are i n f a c t t h e r e , which I 

don't know. 
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I'm j u s t saying t h e r e are many l o c a l i z e d 

s i t u a t i o n s which could d i c t a t e t h a t two w e l l s , same 

r e s e r v o i r , same rock c h a r a c t e r i s t i c s , may produce 

d i f f e r e n t l y a t the surface because of other t h i n g s t h a t 

are going on, other than the r e s e r v o i r s themselves. 

So i t would not be unusual t o see w e l l s w i t h 

d i f f e r e n t f l o w r a t e s , pressures or whatever. 

Q. I guess t h a t ' s my question i s t h a t , w i t h your 

experience i n the o i l patch, i s t h a t an unusual 

s i t u a t i o n w i t h top allowable f l o w i n g wells? I s t h a t 

the norm, or i s t h a t unusual t o encounter t h a t 

v a r i a t i o n i n f l o w i n g t u b i n g pressure? 

A. Well, I t h i n k v a r i a t i o n s are the norm. 

Again, these w e l l s apparently have the c a p a c i t y t o 

produce t h e i r allowable and have spare c a p a c i t y , so I 

don't know i f the w e l l s are being produced a t allowable 

every day of the month, or i f i n f a c t a w e l l t h a t has a 

capac i t y of 172 b a r r e l s a day, l i k e the "B" Number 2, 

may be produced a t t h a t r a t e f o r 25 days and the shut 

i n , since they don't need DO produce i t f o r t h e 

remainder of t h e i r r a t e . 

I f they t e s t the w e l l on the f i r s t or second 

day of being opened back up, i t c e r t a i n l y may have an 

abnormal f l o w c h a r a c t e r i s t i c s t h a t i t wouldn't m a i n t a i n 

f o r the next 3 0 days. 
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So d i f f e r e n c e s , ]I t h i n k , would be th e norm. 

I f they were a l l the same, I t h i n k you'd be g e t t i n g 

suspect w e l l - t e s t s r e p o r t i n g then. 

CHAIRMAN LEMAY: I t h i n k Commissioner Weiss 

has a question. 

FURTHER EXAMINATION 

BY COMMISSIONER WEISS: 

Q. I'm a f r a i d I was a l i t t l e hasty t h e r e . I 

d i d n ' t make t h i n g s very c l e a r . My p o i n t i s , you don't 

know t h a t there's a no-flow boundary t h e r e , because you 

don't have any information? 

A. That's c o r r e c t , t h a t ' s making s e v e r a l 

assumptions on r a d i a l drainage and the f a c t t h a t a t a 

p o i n t i n time the pressure t r a n s i e n t s w i l l meet — 

Q. I understand. 

A. — and t h a t w i l l — 

Q. But there's nothing t o say what t h e pressure 

t r a n s i e n t s are? We don't know KH, we don't know the 

s t a t i c pressure? 

A. You're c o r r e c t . 

Q. Then you have i n t e r f e r e n c e from other w e l l s . 

You don't know t h a t there's; a no-flow boundary t h e r e , 

from what I can see? 

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

CHAIRMAN LEMAY: Any other a d d i t i o n a l 
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questions of the witness? 

MS. AUBREY: Thank you. 

CHAIRMAN LEMAY: Miss Aubrey? 

REDIRECT EXAMINATION 

BY MS. AUBREY: 

Q. Mr. Barron, w i l l these w e l l s , the "C" — the 

BTA "C" Number 1 and the Teledyne Number 1 — continue 

t o produce a t top allowable f o r t h e i r e n t i r e producing 

l i f e ? 

A. No, they w i l l not. 

Q. At a p o i n t i n t i n e when they have — are no 

longer capable of producing the al l o w a b l e , i s i t 

necessary t o continue t o penalize the BTA w e l l , t o 

penal i z e i t s advantage over the Teledyne Number 1 

d r i l l e d by B i r d Creek, t o compensate f o r the unorthodox 

l o c a t i o n ? 

A. Yes, because a t some p o i n t i n time the B i r d 

Creek Well w i l l no longer be able t o produce the top 

all o w a b l e , and t h a t w i l l allow some maintenance of 

s t a b i l i t y between the two w e l l s . 

Q. So imposing the penalty as the Commission has 

always done f o r the producing l i f e of the w e l l w i l l 

continue t o maintain the s t a t u s quo between t h e w e l l s ; 

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

A. That's c o r r e c t . 
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MS. AUBREY: Thank you. 

I have nothing more, Mr. LeMay. 

CHAIRMAN LEMAY: The witness may excused. 

Do you have an a d d i t i o n a l witness, or i s t h a t 

i t ? 

MS. AUBREY: Given the Commission's p r i o r 

r u l i n g s , I be l i e v e t h a t ' s i t . 

CHAIRMAN LEMAY: Well, we can wind i t up, I 

t h i n k w i t h summary statements. I was going t o take a 

break, but why don't we wind i t up now then? 

Do you want t o break t o k i n d o f get your 

concluding statements together? I can gi v e you t h a t 

or — 

MS. AUBREY: No. 

MR. CARR: I'm ready t o go. 

CHAIRMAN LEMAY: A l l r i g h t , w e ' l l conclude, 

then. 

(Off the record) 

MS. AUBREY: Commissioners, the A p p l i c a n t BTA 

has completely f a i l e d i n i t s burden of pr o v i n g t o you 

t h a t the Examiner Order below should be sustained i f i n 

f a c t t h a t was i t s burden today. 

We be l i e v e i t s burden was t o prove by a prima 

f a c i e case t h a t i t was e n t i t l e d t o an unorthodox 

l o c a t i o n . We b e l i e v e t h a t i t ' s f a i l e d i n t h a t burden 
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of proof a l s o . 

BTA knew i t was the A p p l i c a n t here and t h a t 

i t had the o b l i g a t i o n under your Rules t o come forward 

w i t h proof t h a t would allow you as Commissioners t o 

enter an order which c o r r e c t l y r e f l e c t e d the testimony 

given and which c o r r e c t l y put the burden on th e 

Ap p l i c a n t . 

They have refused t o produce t h e i r logs f o r 

you, they have not done any f l u i d a n a l y s i s , they have 

not cored t h e i r w e l l s , and they are the ones coming t o 

you asking f o r approval of a nonstandard l o c a t i o n . 

That l o c a t i o n crowds B i r d Creek's p r o p e r t y . 

That l o c a t i o n a f f e c t s B i r d Creek's c o r r e l a t i v e r i g h t s . 

I f you b e l i e v e BTA's testimony, t h a t l o c a t i o n promotes 

waste of hydrocarbons by le a v i n g l a r g e p o r t i o n s of 

Section 11 w i t h o i l i n place t h a t w i l l never be drained 

by a w e l l . 

Now, these w e l l s e i t h e r d r a i n 20 acres or 

they d r a i n 40 acres. Your own r u l e s r e f l e c t t he f a c t 

t h a t the Commission's always bel i e v e d they have drained 

4 0 acres. Spacing r u l e s are w r i t t e n f o r 40's. And I 

don't b e l i e v e t h a t you've ioeen shown anything today 

which would allow you t o conclude t o the c o n t r a r y . 

I f these w e l l s drained 40 acres, t h e y ' r e 

d r a i n i n g our o i l , and they need t o be penalized f o r 
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t h a t . 

This Commission has always taken the p o s i t i o n 

t h a t well-spacing r u l e s are th e r e f o r a reason, t h a t 

they are not t o be l i g h t l y t r e a t e d , and t h a t producers 

who choose t o loc a t e t h e i r w e l l s i n unorthodox 

l o c a t i o n s are r e q u i r e d t o pay a pena l t y f o r doing t h a t . 

The penalty imposed by the Examiner i s not a 

pen a l t y a t a l l ; i t ' s simply a delay i n p r o d u c t i o n . I t 

simply delays the amount of time t h a t BTA gets t o 

produce some o i l . But i t gets i t , nonetheless, and i t 

gets i t by v i r t u e of moving c l o s e r t o B i r d Creek's 

l o c a t i o n . 

There was no corresponding increase i n the 

allowable f o r the B i r d Creek Well w h i l e t h e r e was a 

six-month delay i n production — i n al l o w a b l e on the 

BTA Well. 

We would ask you, based on the testimony 

before you today, t h a t you impose a pe n a l t y on BTA 

which c o r r e c t l y and accurat e l y compensates B i r d Creek 

f o r the loss of reserves, f o r the v i o l a t i o n o f i t s 

c o r r e l a t i v e r i g h t s , and we suggest t o you t h a t t h a t 

percentage i s 4 6 percent of the allowable f o r the l i f e 

of the w e l l , f o r as long as the w e l l produces. 

That's the way the Commission's done i t i n 

the past. We be l i e v e t h a t t o be the c o r r e c t way t o do 
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i t . We be l i e v e t h a t t h a t i s the way t o do i t , t o keep 

these two w e l l s i n balance and i n e q u i t y d u r i n g t h e i r 

j o i n t producing l i v e s , p a r t i c u l a r l y a t a time when both 

w e l l s have dropped below the allowable now set f o r t he 

w e l l s . 

I f you are t o grant BTA's A p p l i c a t i o n f o r an 

unorthodox l o c a t i o n f o r t h i s w e l l t h a t they've already 

d r i l l e d , we would ask, then, t h a t you impose t h a t 

p e n a l t y on them i n order t h a t we can a l l p l a y on a 

l e v e l f i e l d and a l l know what the r u l e s are i n advance. 

We thought those r u l e s were the spacing r u l e s t h a t are 

p r i n t e d . We bel i e v e t h a t operators who v i o l a t e them or 

who ask f o r exceptions t o them ought t o be penalized. 

Thank you. 

CHAIRMAN LEMAY: Thank you, Miss Aubrey. 

Mr. Carr? 

MR. CARR: May i t please the Commission, as I 

st a t e d when we opened, BTA e a r l y t h i s year proposed a 

w e l l a t t h i s l o c a t i o n . The record t h a t you 

incor p o r a t e d i n t o t h i s case e a r l i e r today shows t h a t 

they f i r s t t r i e d a standard l o c a t i o n , could not d r i l l a 

w e l l t h e r e . 

Nothing i n t h i s record suggests t h a t BTA i n 

t h i s case, or i n any other l o c a t i o n i n t h i s p o o l , has 

been engaged i n the game of "closeology." They're 
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where they are because t h i s i s the l o c a t i o n t h a t was 

a v a i l a b l e on t h i s 40-acre t r a c t . 

And so we come before you, and the ta s k as we 

come before you i s t o t r y and determine how much these 

w e l l s are going t o d r a i n . And we don't have the data, 

we j u s t don't have core i n f o r m a t i o n — no one does — 

t o i n d i v i d u a l l y go out and c a l c u l a t e drainage r a d i u s — 

r a d i i . 

So what we have t o do i s , we go t o 

vol u m e t r i c s , and we take a look a t the area t h a t we can 

reasonably expect the w e l l s t o d r a i n , and then we t r y 

and estimate the impact on the o f f s e t t i n g w e l l s , and 

t h a t ' s what we've t r i e d t o do. 

We've shown you volumetrics w i t h data from 

t h i s w e l l , from the log on t h i s w e l l , w i t h a recovery 

f a c t o r t h a t we a l l agree t o . There are d i f f e r e n c e s i n 

the f o r mation volume f a c t o r , t h e r e are d i f f e r e n c e s i n 

the u l t i m a t e recovery. 

But i n t h i s formula, changing one f a c t o r w i l l 

change the other. And we stand on the i n f o r m a t i o n t h a t 

we've presented you today as we stand on the 

i n f o r m a t i o n we presented you i n March as being our 

accurate, best i n t e r p r e t a t i o n of what our w e l l w i l l do 

and the impact i t w i l l have on the o f f s e t t i n g w e l l s . 

We came before you, and we have asked you t o 
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a f f i r m what the Examiner d i d . 

We resent the f a c t or the suggestion t h a t we 

are r e f u s i n g t o provide data. I don't t h i n k anybody 

asked f o r anything today t h a t wasn't provided. 

And as t o the logs, they are on f i l e w i t h the 

D i v i s i o n , and each of you may look a t them anytime you 

want. They are t h e r e , and they're t h e r e f o r your 

review. 

The question of what area i s going t o be 

drained was addressed by B i r d Creek by coming i n w i t h 

some computer-generated i n f o r m a t i o n t h a t I submit t o 

you i s fundamentally flawed a t the o u t s e t . 

Look a t E x h i b i t Number 1. The hatched area 

i s the i n p u t f a c t o r t h a t r e s u l t s i n the p e n a l t y number. 

And y e t , they're basing t h a t on one no-flow boundary, 

and they ignore the impact of two other w e l l s . 

I f you f a c t o r those i n , the shaded area 

becomes smaller. I'm a lawyer, but i t seems t o me t h a t 

means the drainage i s smaller. And when you look a t 

i t , i t ' s a nice computer p r e s e n t a t i o n , but i t misses 

the mark and i t ' s wrong. 

We submit t o you what we've used i s standard 

i n d u s t r y i n f o r m a t i o n and i n an ap p r o p r i a t e , r e s p o n s i b l e 

engineering approach, and we conclude t h a t our w e l l ' s 

going t o d r a i n 22 acres. 
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The Examiner found t h a t the a d d i t i o n a l 

drainage area was about 12,225 b a r r e l s . 

Now, i f we look a t the number of acres t h a t 

they were concluding were going t o be drained, 17,000, 

and we t r y and f a c t o r i n some general l i m i t a t i o n s due 

t o the impact other w e l l s would have on t h i s drainage 

area because of i n t e r f e r e n c e between w e l l s , we t h i n k 

t h a t ' s a reasonable number. And i t represents 8.15 

percent of the recoverable reserves, based on 150,000, 

which we s t i l l b e l i e v e i s a c o r r e c t d e t e r m i n a t i o n of 

what these w e l l s w i l l u l t i m a t e l y make, based on 

in f o r m a t i o n a v a i l a b l e t o us a t t h i s stage i n the l i f e 

of the w e l l s . 

And on t h a t , we be l i e v e t h a t the p e n a l t y 

imposed by the Examiner was c o r r e c t . I'm not going t o 

repeat i t over and over again. We t h i n k we've given 

you a proper engineering way t o estimate the drainage 

area, the a d d i t i o n a l recovery. 

We t h i n k what we've s a i d today i s c o n s i s t e n t 

w i t h what y o u ' l l see we said i n March. When Mr. Logan 

t e s t i f i e d then, he thought about 2 0 acres would be 

drained. When we ran the vo l u m e t r i c s we came out a t 

about t h a t l e v e l , and we stand on what we b e l i e v e i s a 

co n s i s t e n t p r e s e n t a t i o n through two hearings. 

B i r d Creek comes i n , and they t a l k about 
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drainage areas t h a t may or may not e x i s t . They ignore 

c e r t a i n w e l l s . 

And then they throw i n the c l i n c h e r : Well, 

l e t ' s m u l t i p l y i t by two, because there's some 

p o t e n t i a l behind the pipe t h a t someday somebody might 

produce. And I submit t o you, t h a t ' s an a r b i t r a r y , 

c a p r i c i o u s and unreasonable way t o deal w i t h t h i s 

s i t u a t i o n . 

What they're asking i s a permanent p e n a l t y 

t h a t ' s going t o shut i n a w e l l long a f t e r t h e advantage 

t h a t we might be gai n i n g i s o f f s e t . I t ' s going t o dry 

up the producing l i f e of the e x i s t i n g w e l l s , the Pardue 

"C" Number 1, and i t i s going t o u l t i m a t e l y cause 

increased cost t o recover the same reserves, and 

there's going t o be waste, there are going t o be 

reserves l e f t i n the ground. 

We ask you t o a f f i r m the Order of the 

Examiner Hearing as an appropriate conservation t o o l t o 

permit the operators i n t h i s p o o l , both B i r d Creek and 

BTA — t o provide each of them the o p p o r t u n i t y t o 

produce t h e i r j u s t and f a i r share of the reserves i n 

the Delaware Formation under these t r a c t s . 

CHAIRMAN LEMAY: Thank you, Mr. Carr. Are 

th e r e any other statements i n the case? 

I'm going t o request t h a t both p a r t i e s submit 
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d r a f t orders f o r the Commission's c o n s i d e r a t i o n . 

Nothing more? We'll take the case under 

advisement. 

Thank you very much, l a d i e s and gentlemen. 

(Thereupon, these proceedings were concluded 

a t 2:55 p.m.) 
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