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TECHNICAL EXAMINER EZEANYIM: My 

a p o l o g i e s . We w i l l come t o o r d e r . Good morning, 

everybody. 

I t h i n k I'm seeing a l o t of new faces 

here, so I need t o do some i n t r o d u c t i o n s . 

My name i s Ri c h a r d Ezeanyim. I'm going t o 

be the t e c h n i c a l examiner today. 

S i t t i n g by my l e f t i s David Brooks, who i s 

going t o be t h e l e g a l examiner today. 

We are f o r t u n a t e t o have Mr. Paul Baca 

h i m s e l f . He's our c o n t r a c t o r f o r c o u r t r e p o r t e r s , 

so we're going t o do w e l l . 

As you a l l know, t h i s i s an o f f - d o c k e t 

h e a r i n g . I t ' s not a r e g u l a r l y - s c h e d u l e d h e a r i n g 

because of t h e is s u e s t h a t are c o n t e s t e d and i n 

c o n t r o v e r s y here. 

Today i s May 16. I t ' s 8:30 i n the 

morning, and we're g o i n g t o pr e s e n t t h i s o f f - d o c k e t , 

Docket Number 1211. 

I t h i n k f i r s t of a l l , I would l i k e t o read 

i n t o the r e c o r d the two cases. 

Case Number 14613 i s t h e amended 

a p p l i c a t i o n of COG O p e r a t i n g , LLC, f o r S p e c i a l 

Rules, Eddy and Lea Counties, New Mexico. 

This case number w i l l agree t o c o n s o l i d a t e 
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w i t h t h e t e s t i m o n y f o r Case Number -- A p p l i c a t i o n 

Number 14647. That's t h e a p p l i c a t i o n of B u r n e t t O i l 

Company, I n c . , and Hudson O i l Company, f o r 

c o n s o l i d a t i o n and t h e expansion of -- and a d d i t i o n 

of s p e c i a l p o o l r u l e s f o r second pools i n Lea and 

Eddy Counties, New Mexico. 

Before I c a l l f o r appearances, I would 

l i k e t o make some comments, which most of you 

a l r e a d y know, because on Wednesday we had the 

conference. We d i d a good j o b by narrowing, down th e 

i s s u e s . We s a i d t h a t t h e r e would be 20 hours. We 

may not take t h r e e days because of -- you know 

everybody i s busy, so we're not going t o do t h i s 

F r i d a y . Wednesday and Thursday are not a v a i l a b l e , 

so we have o n l y Monday and Tuesday. 

We came up w i t h 20 hours d i v i d e d as 

f o l l o w s . The 7 -- 11 hours w i l l go t o COG, Apache, 

and Premier. And 7 hours w i l l go t o B u r n e t t and 

Hudson. And 2 hours w i l l go t o t h e examiners. 

Maybe I won't ask q u e s t i o n s , so we can use 

t h a t a l i t t l e b i t , i f you -- i f I don't have 

q u e s t i o n s . So t h a t i s t h e i n i t i a l and the 

c r o s s - e x a m i n a t i o n . 

Y o u ' l l be, you know, t i m e d . And the l e g a l 

examiner here i s going t o be t i m i n g you f o r now, 
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u n t i l we f i n d somebody e l s e t o do i t . So when you 

are cross-examining, you are u s i n g your t i m e . When 

you are examining, you are u s i n g your t i m e . 

What I -- the examiner would l i k e t o do i s 

t h a t I u s u a l l y -- I want t o e x p l o r e t he f a c t s and 

the t e c h n i c a l i s s u e s . I ' may not do i t a t t h i s t i m e , 

so t h a t you — I don't want t o take away one minute 

of your t i m e . I w i l l w a i t , a t the end of a l l the 

cr o s s - e x a m i n a t i o n , t o ask any q u e s t i o n s t h a t I may 

have. And t h a t w i l l be charged t o me, t o the 

examiner, so t h a t nobody i s a f f e c t e d by my ask i n g 

q u e s t i o n s t o t r y t o e x p l o r e i t . And when Counsel i s 

examining you, I w i l l maybe w r i t e i t down and ask at 

the end of i t . 

Today we are going t o be t a k i n g l i t t l e 

breaks, maybe 10-minute breaks. So I suggest t h a t 

we have l u n c h from 11:45 t o 1:00 p.m. I s t h a t okay 

w i t h everybody? 

I t h i n k t h a t would be enough f o r everybody 

t o have the good Santa Fe food b e f o r e coming back. 

As you a l l know, we narrowed down these 

i s s u e s , and I want t o make i t c l e a r and p o i n t out t o 

you what i s s u e s we are t r y i n g t o d i s c u s s today. 

One of them t h a t we are going t o t a l k 

about i s a l l o w a b l e s , s e v e r a l d i s c u s s i o n s about t h i s , 
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and the thought of where t h i s should be. I don't 

want anybody t o d e v i a t e from these i s s u e s . 

We're d e a l i n g w i t h t h e o v e r p r o d u c t i o n and 

the c o n s e r v a t i o n . We're go i n g t o take care of t h a t . 

We are t a k i n g care of t h a t . 

So I want t o warn you t h a t when you're 

d i r e c t examining or cross-examining t o focus on 

these s t r i c t i s s u e s . That w i l l r e a l l y s t i m u l a t e our 

ti m e . Because i f you j u s t — you know, t o expand 

t h i s t o how much you i n t e r r u p t , then I ' l l stop you 

r i g h t t h e r e , and then w e ' l l go back t o a l l o w a b l e s 

and our ot h e r i s s u e s . 

As you a l l know, t h i s i s r e a l l y s e r i o u s 

business. However, t h i s i s an a d m i n i s t r a t i v e 

h e a r i n g . We are not i n a c i v i l c o u r t or a c r i m i n a l 

c o u r t , so we're going t o have f u n . I want you t o be 

ni c e t o each o t h e r . I don't want the 

cr o s s - e x a m i n a t i o n t o be, as you say, you're going t o 

put them on a p e d e s t a l . I want you a l l t o have fun 

and examine w i t h t he f a c t s , t o see what we are going 

t o do w i t h t h i s p o o l . So l e t us be n i c e t o each 

o t h e r and have f u n . 

Any comment b e f o r e I c a l l f o r appearances? 

MS. MUNDS-DRY: Mr. Examiner, I t h i n k we 

do have one q u e s t i o n , and we j u s t don't r e c a l l from 
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the p r e h e a r i n g conference, the or d e r you s e t . 

R e a l l y , s p e c i f i c a l l y , we 1 re wondering about Premier 

and whether they are -- you wanted them t o go a f t e r 

Apache or whether you wanted them — because t h e y ' r e 

r e a l l y i n r e b u t t a l t o B u r n e t t ' s w e l l d e n s i t y p a r t of 

i t s a p p l i c a t i o n s . So I don't know i f i t made sense 

f o r them t o go a f t e r B u r n e t t p ut on i t s d i r e c t case, 

or i f you wanted them a l l t o go on t o g e t h e r . 

TECHNICAL EXAMINER EZEANYIM: W e l l , I --

we have agreed on t i m i n g . Are you th e counsel f o r 

Premier? 

MS. MUNDS-DRY: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: Then, I 

mean, you have t o use your time t o see i f they want 

t o cross-examine when they p r e s e n t t h e i r evidence. 

We're g i v i n g you 11 hours. We've agreed t o t h a t . I 

t h i n k 11 hours i s a p p r o p r i a t e . And si n c e you are 

the counsel f o r b o t h , or counsel f o r Apache, I 

t h i n k , so you know when — when you — 

Is t h e r e any o t h e r l e g a l i s s u e t h a t you 

see t h a t I am not c o v e r i n g ? 

LEGAL EXAMINER BROOKS: No, I can't t h i n k 

o f a n y t h i n g . I f you -- i f Premier's case i s merely 

r e b u t t a l , you might want t o save i t t o t h e r e b u t t a l 

phase of your argument or your response. 
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MS. MUNDS-DRY: I t h i n k t h a t makes the 

most sense t o do t h a t . 

LEGAL EXAMINER BROOKS: That would seem 

reasonable t o me. 

TECHNICAL EXAMINER EZEANYIM: The 

i m p o r t a n t t h i n g here i s f o r you t o manage your t i m e . 

You w i l l be t i m e d . And once your t i m e i s up your 

time i s up. 

And you're not going t o say w e l l , you 

know, t h a t ' s why you are going t o come i n here, 

because your time i s up. We gave you the t i m e . 

We've agreed t o t h a t , and I'm going t o use my ti m e , 

because I don't want my time t o e x p i r e and I walk 

out and t h e r e i s no h e a r i n g . 

So — anyway — 

MS. MUNDS-DRY: Thank you, Mr. Examiner. 

TECHNICAL EXAMINER EZEANYIM: — a t t h i s 

p o i n t , s i n c e t h e r e i s no comment, then I c a l l f o r 

appearance s. 

MR. CAMPBELL: Let me, i f I might, 

Mr. Examiner. We were te n d e r e d t h e Premier e x h i b i t s 

l a s t n i g h t a t 11:00. 

TECHNICAL EXAMINER EZEANYIM: What 

happened? 

MR. CAMPBELL: We r e c e i v e d , f o r t h e f i r s t 
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t i m e , Premier's e x h i b i t s a t 11:00. We t h i n k i t ' s 

q u i t e c l e a r t h a t t h e y don't j u s t go t o the d e n s i t y 

i s s u e s , they go t o a l l o w a b l e s and GOR as w e l l . And 

we would suggest f o r ease of f l o w , here, t h a t 

Premier f o l l o w Apache, who f o l l o w s Concho, t o put 

t h e i r d i r e c t case on. 

TECHNICAL EXAMINER EZEANYIM: I s t h a t 

okay? 

MS. MUNDS-DRY: That's f i n e . I t was 

r e a l l y j u s t a q u e s t i o n as t o what you p r e f e r r e d . 

TECHNICAL EXAMINER EZEANYIM: You know 

what? I'm here t o get the f a c t s and the i s s u e s . 

That i s why I'm here. Do i t -- however you p r e s e n t 

i t , i t doesn't m a t t e r . Once I get the f a c t s then we 

can make a d e c i s i o n on t h i s case. So i t ' s okay i f 

you guys agree on t h a t . 

LEGAL EXAMINER BROOKS: And as l o n g as I'm 

keeping t i m e , I w i l l s t a t e the time when I s t a r t t h e 

person's t i m e and when I stop i t , and I ' l l p u t i t on 

t h i s pad here, which i s a v a i l a b l e f o r people t o 

check. 

TECHNICAL EXAMINER EZEANYIM: I had 

wanted -- and we might do t h i s , a f t e r a break, t o 

get t h a t arranged f o r you not t o do t h a t , because I 

wanted you t o c o n c e n t r a t e . Because l i k e I t o l d you, 
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t h i s i s an i s s u e i n v o l v i n g m i l l i o n s and m i l l i o n s of 

d o l l a r s . We need t o c o n c e n t r a t e on what we are 

doing, so we w i l l get somebody t o keep t i m e . 

MR. GRABLE: J u s t two comments, 

Mr. Ezeanyim. F i r s t , i n your r e c i t a t i o n of the 

a p p l i c a t i o n s , you c o r r e c t l y noted t h a t Concho had 

f i l e d an amended a p p l i c a t i o n . I c o u l d n ' t q u i t e t e l l 

i f you noted t h a t f o r B u r n e t t and Hudson as w e l l . 

But we d i d f i l e an amended a p p l i c a t i o n on May 6, and 

I j u s t want t o make sure t h a t you have our amended 

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

TECHNICAL EXAMINER EZEANYIM: Yes, I do. 

MR. GRABLE: And then secondly, I agree 

w i t h your statement of the i s s u e s . We w i l l do our 

best t o keep our evidence t o those i s s u e s , but I 

would l i k e t h e r e c o r d t o r e f l e c t as w e l l , t h a t we 

have disposed by agreement the o t h e r issues of 

o v e r p r o d u c t i o n and c o n s o l i d a t i o n . 

TECHNICAL EXAMINER EZEANYIM: You have 

done t h a t . 

MR. GRABLE: And I would l i k e t o have t h a t 

on t h i s r e c o r d . I don't know what r e c o r d , i f any, 

was made of t h a t p r e h e a r i n g conference. But my 

un d e r s t a n d i n g of the d i s p o s i t i o n o f those issues are 

t h a t w i t h r e s p e c t t o o v e r p r o d u c t i o n , when the 
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d i v i s i o n has f i n a l l y e n t e r e d an order i n t h i s case 

and adopted new a l l o w a b l e r u l e s , then each o p e r a t o r 

w i l l r e c a l c u l a t e t he amount, i f any, o v e r p r o d u c t i o n 

under the new r u l e s back t o f i r s t p r o d u c t i o n . 

I s t h a t your u n d e r s t a n d i n g of where we 

l e f t i t l a s t Wednesday? 

MS. MUNDS-DRY: I don't r e c a l l us g e t t i n g 

t h a t f a r . 

TECHNICAL EXAMINER EZEANYIM: I t h i n k 

what — l e t me — l e t me make a p o i n t on t h a t . 

I have got here some of the o i l p r o d u c t i o n 

t h a t was g i v e n t o me by some of the o p e r a t o r s , you 

know. I t h i n k t he d i v i s i o n has a r i g h t t o say what 

w i l l happen t o t h a t — those o i l p r o d u c t i o n s . We're 

goi n g t o do t h a t . 

I n t he evidence today, we're going t o look 

a t t he evidence, f a c t s . And I t h i n k we're going t o 

determine how t h a t o v e r p r o d u c t i o n w i l l be handled. 

I don't know. 

I can say, Okay, l e t me g r a n d f a t h e r 

evidence i n every o v e r p r o d u c t i o n . But then I have 

t o look a t , w e l l , d i d I — d i d I i n f r i n g e on -- do 

e v e r y t h i n g r i g h t , i f t h a t i s the case? 

I might say, Okay, l e t ' s make i t up. I 

mean i t depends on what the evidence i s of what t h i s 
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p o o l i s do i n g . So I t h i n k the d i v i s i o n now has t o 

dea l w i t h the o v e r p r o d u c t i o n from a l l of the 

o p e r a t o r s . I t h i n k t h a t ' s my -- I don't want t o 

have another h e a r i n g t o con s i d e r o v e r p r o d u c t i o n . 

Is t h a t a l l r i g h t w i t h you, we can handle 

th e o v e r p r o d u c t i o n l i k e t h a t ? 

MR. GRABLE: So t h a t I'm c l e a r on 

e x a c t l y -- and we f i l e d a p l e a d i n g on t h a t p o i n t , 

t h e y f i l e d a p l e a d i n g on t h a t p o i n t . We put the 

iss u e i n the case, and now we have taken i t out of 

the case somehow a t a p r e h e a r i n g conference. 

LEGAL EXAMINER BROOKS: W e l l , a f t e r we 

reviewed t he e x h i b i t s t h a t have been s u b m i t t e d , i t 

might become necessary t o have another h e a r i n g 

l i m i t e d t o t h a t i s s u e , but w e ' l l decide t h a t . 

Let me add t h a t I'm s k e p t i c a l t h a t we can 

get i n 20 hours i n two days, because we would have 

t o go very l a t e i n t o the evening. But t h a t ' s up t o 

the p r e s i d i n g examiner and the a t t o r n e y s . 

I'm ready t o s t a r t . 

TECHNICAL EXAMINER EZEANYIM: Yeah. 

Anybody? 

MR. GRABLE: W e l l , I have -- j u s t t he 

f i n a l p o i n t was on t h e c o n s o l i d a t i o n i s s u e . Again, 

my im p r e s s i o n of how t h a t was l e f t a t t h e p r e h e a r i n g 
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16 

conference was Concho and Apache d i d not o b j e c t t o 

c o n s o l i d a t i o n but f o r . a s i n g l e f i e l d , the West 

Maljamar f i e l d , and so t h a t our a p p l i c a t i o n t o 

c o n s o l i d a t e t he o t h e r f i v e f i e l d s and the 

su r r o u n d i n g undesignated areas i s now uncontested. 

And thank you. 

LEGAL EXAMINER BROOKS: W e l l , at t h i s 

p o i n t t he cases are c o n s o l i d a t e d f o r purposes of t h e 

h e a r i n g . 

MR. GRABLE: Yes. 

LEGAL EXAMINER BROOKS: And as the OCD 

t y p i c a l l y does, we w a i t and determine, a f t e r we have 

heard the evidence, whether or not i t i s a p p r o p r i a t e 

t o e n t e r one ord e r or more than one order and 

dispose of t h e a p p l i c a t i o n s b e f o r e i t . 

MR. GRABLE: Yes, Mr. Brooks. I j u s t 

wanted the r e c o r d t o r e f l e c t what d i s p o s i t i o n has 

been made of t h a t i s s u e . Since we put i t i n iss u e 

i n the case — 

LEGAL EXAMINER BROOKS: Yes. 

MR. GRABLE: -- i f i t was r e s o l v e d a t a 

p r e h e a r i n g conference. I had s t a t e d my 

un d e r s t a n d i n g and I t h i n k opposing counsel agrees 

w i t h us. 

LEGAL EXAMINER BROOKS: I b e l i e v e t h a t i s 
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c o r r e c t . 

MR. GRABLE:• Thank you. T h a t ' s a l l I 

have . 

TECHNICAL EXAMINER EZEANYIM: And t h a t i s 

on t h e c o n s o l i d a t i o n o f t h e f i v e p o o l s . 

MR. GRABLE: Yes . 

TECHNICAL EXAMINER EZEANYIM: W i t h t h e 

e x c e p t i o n o f West M a l j a m a r . 

MR. GRABLE: R i g h t . 

TECHNICAL EXAMINER EZEANYIM: Okay . Yeah. 

T a l k i n g a b o u t t h e r e c o r d , i f you have n o t 

g i v e n y o u r b u s i n e s s c a r d t o Mr. P a u l Baca, p l e a s e do 

so, so he can g e t y o u r name s p e l l e d r i g h t . T h a t ' s 

v e r y i m p o r t a n t . 

Okay. I f n o t h i n g e l s e , a t t h i s t i m e I'm 

g o i n g t o c a l l f o r a p p e a r a n c e s on t h e s e two cases. I 

c a l l f o r a p p e a r a n c e s . 

MS. MUNDS-DRY: Good m o r n i n g , 

Mr. E x a m i n e r s . My name i s Ocean Munds-Dry, w i t h t h e 

law f i r m H o l l a n d & H a r t , LLP. 

S i t t i n g w i t h me h e r e t o d a y a t c o u n s e l 

t a b l e i s Adam R a n k i n . We r e p r e s e n t COG O p e r a t i n g , 

LLC, and P r e m i e r O i l and Gas. And we w i l l be 

c a l l i n g f o u r w i t n e s s e s on o u r d i r e c t case t o d a y . 

MR. CAMPBELL: Mr. Exa m i n e r , I'm M i c h a e l 
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Campbell, w i t h Campbell T r i a l Law, here i n Santa Fe, 

e n t e r i n g an appearance f o r B u r n e t t , t he 

Burnett/Hudson group. 

MR. GRABLE:. And I am Robert Grable, of 

K e l l y Hart & Hallman, i n F o r t Worth. And I a l s o 

appear here today on b e h a l f of B u r n e t t and Hudson. 

MR. COONEY: Mr. Hearing Examiner, I'm 

John Cooney, of the M o d r a l l , S p e r l i n g Firm, i n 

Albuquerque. I r e p r e s e n t Apache C o r p o r a t i o n . 

I would l i k e t o b r i e f l y advise the h e a r i n g 

examiner t h a t here today from Apache are Andy 

T a y l o r , in-house c o u n s e l ; M i c h e l l e Estes, p r o d u c t i o n 

e n g i n e e r i n g manager; Keevin Barnes, a r e s e r v o i r 

engineer who w i l l t e s t i f y ; Jevbak Mattamana, 

p r o d u c t i o n e n gineer; John Long, p r o d u c t i o n engineer; 

C l i n t M i l l s , d i s t r i c t manager of t h e Eunice O f f i c e , 

who w i l l t e s t i f y ; and B r e t t Pearcy, g e o l o g i s t . 

Thank you. 

TECHNICAL EXAMINER EZEANYIM: How many 

witnesses a l l t o g e t h e r does Apache have? 

MR. COONEY: We p l a n t o use two witnesses 

at t h i s t i m e . 

TECHNICAL EXAMINER EZEANYIM: Okay. Two 

witnesses . 

And you are p l a n n i n g t o use f o u r ? 
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MS. MUNDS-DRY: Four. 

TECHNICAL EXAMINER EZEANYIM: How many 

from Burnett/Hudson? 

MR. GRABLE: Three, Your Honor. , 

TECHNICAL EXAMINER EZEANYIM: Now, 

b e f o r e -- any o t h e r appearances? 

Okay. What w i l l happen at t h i s time i s 

t h a t a l l the people t h a t are going t o t e s t i f y s tand 

up, s t a t e your name, and be sworn i n . Everybody, 

please, at t h i s t i m e . 

S t a t e your name, s t a r t i n g from t h e r e . 

THE WITNESS: Richard P r e n t i c e , Concho 

resources e n g i n e e r . 

TECHNICAL EXAMINER EZEANYIM: Okay. 

THE WITNESS: Ramon Reyes, g e o l o g i s t f o r 

Concho 

Concho 

Concho 

Premier 

TECHNICAL EXAMINER EZEANYIM: Okay. 

THE WITNESS: TJ M i d k i f f , engineer f o r 

THE WITNESS: Brandon Gaynor, landman f o r 

THE WITNESS: Kenneth Jones, p r e s i d e n t , 

THE WITNESS 

Apache C o r p o r a t i o n . 

Keevin Barnes, engineer, 
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LEGAL EXAMINER BROOKS: Gentleman i n t h e 

back? 

THE WITNESS: C l i n t M i l l s , d i s t r i c t 

manager f o r Apache C o r p o r a t i o n . 

THE WITNESS: Wayman Gore, p e t r o l e u m 

e n g i n e e r r e p r e s e n t i n g B u r n e t t / H u d s o n . 

THE WITNESS: Mark Jacoby, e n g i n e e r i n g 

manager f o r B u r n e t t . 

THE WITNESS: John H a i d u k , g e o l o g i c a l 

manager f o r B u r n e t t . 

TECHNICAL EXAMINER EZEANYIM: Okay. 

( W i t n e s s e s sworn.) 

TECHNICAL EXAMINER EZEANYIM: Okay. Any 

o p e n i n g s t a t e m e n t s ? COG? 

MS. MUNDS-DRY: Yes, s i r . 

LEGAL EXAMINER BROOKS: Okay. COG's t i m e 

w i l l s t a r t a t 8:44. 

MS. MUNDS-DRY: Thank you, Mr. E x a m i n e r s . 

Concho i s s e e k i n g t h r e e t h i n g s , w h i c h you 

have a l r e a d y c l a r i f i e d t h i s m o r n i n g : 

An i n c r e a s e i n t h e a l l o w a b l e , w h i c h was 

based f r o m t h e s t a t e - w i d e r u l e . We're s e e k i n g an 

i n c r e a s e t o 300 b a r r e l s a day f o r t h e 12 p o o l s t h a t 

a r e now s u b j e c t t o Concho's a p p l i c a t i o n . We're 

s e e k i n g a n o - l i m i t i n g g a s / o i l r a t i o and c a n c e l l a t i o n 
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of Concho's e x i s t i n g o v e r p r o d u c t i o n . 

We w i l l p r e s e n t f o u r witnesses t o you 

today: Brandon Gaynor, who i s our landman; Raymond 

Reyes, who i s our g e o l o g i s t ; and Concho's two 

r e s e r v o i r e n g i n e e r s , TJ M i d k i f f and Richard 

P r e n t i c e . 

Your t a s k , as you know, Mr. Ezeanyim and 

Mr. Brooks, over the next two days — and l e t ' s hope 

i t ' s two days — i s t o determine whether a h i g h e r 

a l l o w a b l e and GOR may be g r a n t e d i f Concho can show 

t o you t h a t i t w i l l not harm the r e s e r v o i r w i t h what 

i t has r e q u e s t e d ; and t h a t t h e a p p l i c a t i o n , i f 

g r a n t e d , p r e v e n t s waste and 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 . 

V i r t u a l l y a l l o p e r a t o r s i n the 12 pools 

t h a t are s u b j e c t t o Concho's a p p l i c a t i o n are 

overproduced t o some e x t e n t . A l l p a r t i e s t h a t are 

here b e f o r e you today have a d m i t t e d they are 

overproduced, and now we must focus on what the 

r i g h t a l l o w a b l e and g a s / o i l r a t i o should be f o r 

those p o o l s . 

The d i v i s i o n i t s e l f has, f o r t u n a t e l y , 

l o o k e d a t t h i s Yeso f o r m a t i o n , t h i s s h e l f — t h i s i s 

what you w i l l hear i t be r e f e r r e d t o as -- t w i c e i n 

r e c e n t years . 
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Both Devon and Mewbourne have a c t u a l l y 

brought s i m i l a r a p p l i c a t i o n s d e a l i n g w i t h nearby 

Yeso p o o l s . 

Concho agrees w i t h those f i n d i n g s and 

c o n c l u s i o n s t h a t have been made by the d i v i s i o n i n 

these cases, and w i l l be r e i t e r a t i n g t o a l a r g e 

degree t h e same g e o l o g i c and e n g i n e e r i n g t e s t i m o n y . 

I n f a c t , i n a p o o l a d j a c e n t t o t h e pools i n Concho's 

a p p l i c a t i o n , the d i v i s i o n has a l r e a d y set a 

300 - b a r r e l - p e r - d a y a l l o w a b l e . 

You w i l l hear t e s t i m o n y today t h a t t h e 

Yeso f o r m a t i o n — t h a t t h i s r e s e r v o i r i s a s o l u t i o n 

gas d r i v e r e s e r v o i r w i t h low p e r m e a b i l i t y . 

These types of r e s e r v o i r s are not damaged 

by h i g h p r o d u c t i o n r a t e s , and you w i l l hear our 

te s t i m o n y and evidence on t h a t i s s u e . 

You w i l l a l s o hear t e s t i m o n y of the 

e x t e n s i v e g e o l o g i c and e n g i n e e r i n g a n a l y s i s of t h i s 

s h e l f area, which i n c l u d e s core h o l e s , mud l o g s , 

FMIs, et c e t e r a . 

I n f a c t , Concho has t h e l a r g e s t — the 

most e x t e n s i v e i n v e n t o r y of t h i s data i n t h i s Yeso 

area. 

Now, Concho has graduated t o a more 

s o p h i s t i c a t e d s t a t i s t i c a l a n a l y s i s , which you w i l l 
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hear t e s t i m o n y and e x p l a n a t i o n about today, t h a t i t 

uses t o p i c k i t s w e l l l o c a t i o n s and p e r f o r a t i o n s . 

I ask you t o note t h e d i f f e r e n c e s when you 

hear t e s t i m o n y today from Concho and B u r n e t t on how 

they complete t h e i r w e l l s . These d i f f e r e n c e s are 

im p o r t a n t t o understand, because they a f f e c t t he 

data t h a t you w i l l hear today and o t h e r very 

i m p o r t a n t f a c t o r s , i n c l u d i n g : 

Concho d r i l l s and completes i t s w e l l s t o 

not o n l y o p t i m i z e f o r p r i m a r y r e c o v e r y , but t o 

maximize and put i t s e l f i n t h e best p o s i t i o n f o r 

secondary r e c o v e r y . 

Concho's drainage c a l c u l a t i o n s , which you 

w i l l hear t e s t i m o n y about today, show t h a t the 

in c r e a s e d a l l o w a b l e w i l l not v i o l a t e c o r r e l a t i v e 

r a t e s , and i t i s needed t o a v o i d l e a v i n g reserves i n 

the ground, g o i n g back t o the b e g i n n i n g w i t h your 

charge of p r e v e n t i n g waste and p r o t e c t i n g 

c o r r e l a t i v e r i g h t s . This i s why ap p r o x i m a t e l y 

94 p e r c e n t of t h e o p e r a t o r s w i t h a c t i v e w e l l s i n 

these 12 poo l s are s u p p o r t i n g Concho's a p p l i c a t i o n . 

And w i t h t h a t , Mr. Examiners, thank you 

very much. 

MR. COONEY: Mr. Examiner, I am John 

Cooney, f o r Apache. 
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I have prepared a b r i e f s t a tement. 

We support COG's a p p l i c a t i o n . We b e l i e v e 

the a l l o w a b l e s should be i n c r e a s e d t o -- as 

requested, and t h e GOR l i m i t removed, and we request 

t h a t our o v e r p r o d u c t i o n a l s o be c a n c e l l e d . 

We w i l l p r e s e n t two wi t n e s s e s , i n an 

e f f o r t t o c u t down the p r e s e n t a t i o n , as we a l l 

agreed we would t r y t o do at the p r e h e a r i n g 

conference . 

Mr. Barnes, a r e s e r v o i r engineer, w i l l 

address i n i t i a l l y t h e issue s of t h e a l l o w a b l e and 

GOR. He w i l l a l s o t e s t i f y i n r e b u t t a l t o 

Burnett/Hudson's case co n c e r n i n g w e l l d e n s i t y . 

W e ' l l a l s o p r e s e n t Mr. C l i n t M i l l s , 

p r o d u c t i o n manager, who w i l l t e s t i f y c o n c erning the 

a l l o w a b l e i s s u e s . 

Thank you. 

MR. GRABLE: Good morning, Mr. Examiners. 

LEGAL EXAMINER BROOKS: I t ' s 8:47. 

Go ahead. 

MR. GRABLE: I'm Bob Grable of K e l l y Hart 

& Hallman, i n F o r t Worth. And i t ' s my p l e a s u r e , 

along w i t h M i c h a e l Campbell here today t o r e p r e s e n t 

B u r n e t t O i l Company and Hudson O i l Company of Texas. 

We thank you f o r the c a r e f u l a t t e n t i o n you 
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have a l r e a d y g i v e n t o t h i s m a t t e r , and we know you 

w i l l do so goi n g f o r w a r d . 

As Mr. Ezeanyim has noted, t h i s i s an 

im p o r t a n t case. I t i n v o l v e s a- l a r g e and d e v e l o p i n g 

o i l t r e n d . I b e l i e v e i t ' s the most a c t i v e and 

l a r g e s t o i l f i e l d i n the s t a t e now. I t i s al s o a 

c e n t r a l key p r o p e r t y t o my two c l i e n t s , as i t i s t o 

our opponent s . 

We a l l have g r e a t i n t e r e s t i n the outcome 

of t h i s h e a r i n g . And we a l l b e l i e v e , I suspect -- I 

know my c l i e n t s b e l i e v e -- t h a t t he r u l e s we propose 

are the best t o produce the most o i l a t the l e a s t 

c ost f o r t h e b e n e f i t of a l l owners i n t h i s f i e l d , 

i n c l u d i n g t h e numerous r o y a l t y owners i n the s t a t e 

of New Mexico . 

I am going t o j u s t p r o j e c t , j u s t f o r my 

opening, one of our e x h i b i t s . E x h i b i t 3, i t ' s a 

c o l o r e d --

( D i s c u s s i o n o f f the r e c o r d . ) 

MR. GRABLE: You should have i t i n f r o n t 

of you t h e r e , Mr. Ezeanyim. I t ' s E x h i b i t 3. I t ' s a 

lan d p l a t w i t h t he p o o l boundaries, the o p e r a t o r s by 

c o l o r , and t h e e x i s t i n g w e l l s p o t s . 

I don't want t o waste too much time on 

t h i s . 
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As Ms. Munds-Dry mentioned i n her opening, 

based upon t h e i r w e l l count of t h e i r c o n s o l i d a t e d --

or t h e i r area of i n t e r e s t -- they do have c u r r e n t l y 

94, 95 percent of t h e w e l l s . I don't know what i t 

i s . 

The y e l l o w areas are areas operated by 

B u r n e t t . This ( i n d i c a t i n g ) i s our Loco H i l l s area 

over here, and i t a l s o extends t o one or two o t h e r 

p o o l s . 

As you can see, the amount of development 

on the B u r n e t t acreage i s much l e s s dense than the 

s u r r o u n d i n g acreage. 

Over here ( i n d i c a t i n g ) , these f o u r 

s e c t i o n s are e s s e n t i a l l y undeveloped except f o r the 

s i n g l e w e l l o p e r a t e d by Hudson. These s e c t i o n s are 

owned -- the w o r k i n g i n t e r e s t i s owned t w o - t h i r d s by 

Burnett/Hudson and o n e - t h i r d by Concho. 

So on an acreage b a s i s , and t h e p o t e n t i a l 

f o r f u t u r e development, t h e Burnett/Hudson p o s i t i o n 

i s much more s u b s t a n t i a l than t h e y want t o make i t 

here. I haven't c a l c u l a t e d i t w i t h i n our 

c o n s o l i d a t e d area, but on an acreage b a s i s , on 

c u r r e n t l y developed acreage, we have a s u b s t a n t i a l 

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

Now, t h e reason — and t h i s w i l l b l e n d 
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i n t o our t e s t i m o n y . The reason our development 

looks so d i f f e r e n t , I want t o p o i n t out t h a t B u r n e t t 

f i r s t a c q u i r e d i t s p r o p e r t i e s , t he Loco H i l l s 

p r o p e r t i e s , i n 1998. They have been d r i l l i n g , 

c o m p l e t i n g , p r o d u c i n g , and s t u d y i n g the responsive 

w e l l s and the geology i n t h i s f i e l d f o r 13 years. 

Concho bought out -- has now bought out 

two of t h e i r o p e r a t o r s . They have been a c t i v e s i n c e 

sometime i n 2006. 

Apache o n l y very r e c e n t l y a c q u i r e d an 

i n t e r e s t , and I b e l i e v e they have been a c t i v e i n 

t h i s area f o r o n l y a few months, maybe s i x months. 

B u r n e t t has, i n h i s t o r y and study and 

t e c h n i c a l e x p e r t i s e , we b e l i e v e our evidence w i l l 

show, t h a t we have l e a r n e d much more about how t o 

d r i l l e f f i c i e n t , e f f e c t i v e , p r o d u c t i v e w e l l s . 

We a l s o b e l i e v e B u r n e t t has d r i l l e d f a r 

more h o r i z o n t a l w e l l s , and i t ' s going -- I don't 

know the exact count. We'll put i t on i n our 

evidence. But even though we are a much s m a l l e r 

company than Concho, we have d r i l l e d more h o r i z o n t a l 

w e l l s , and our w e l l s are s u b s t a n t i a l l y more 

p r o d u c t i v e on a p e r - w e l l b a s i s . 

So the r e a l -- t h e d i s p u t e here i n the end 

i s going t o b o i l down as t o which .set of proposed 
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r u l e s f o r these pools are best designed and 

c a l c u l a t e d t o a l l o w the oper ;ators t o e f f i c i e n t l y and 

e f f e c t i v e l y produce the most o i l w i t h o u t waste, 

w h i l e p r o t e c t i n g everybody's r i g h t s . 

I w i l l summarize b r i e f l y what we t h i n k t he 

evidence w i l l show i n a minute. But I do want t o 

say j u s t a b i t more about our c l i e n t s , because 

t h e y ' r e not p u b l i c companies, they a r e n ' t 

p a r t i c u l a r l y well-known, and I j u s t want you t o 

know -- I want t h e examiners t o understand t h e i r 

background. 

B u r n e t t O i l Company i s owned by a woman 

named Anne B u r n e t t Windfohr Marion, now. She i s t h e 

sol e h e i r of a man named Burk B u r n e t t , i n Texas, of 

the Four Sixes Ranch. 

I n the e a r l y -- l a t e 19th c e n t u r y , t he 

ranch's -- the Four Sixes logo was from the r a n c h i n g 

s i d e of the o p e r a t i o n . 

Ms. Marion began her o i l company i n around 

1980 and has s t e a d i l y grown a ver y w e l l - r e s p e c t e d 

and s u c c e s s f u l independent o i l o p e r a t i o n . But i t i s 

a f a m i l y company, not a p u b l i c company. 

The same w i t h Hudson O i l . Hudson O i l 

takes i t s r o o t s t o Ran d a l l Hudson's -- who i s 

s i t t i n g over here -- g r a n d f a t h e r , who a c q u i r e d these 
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leases i n the e a r l y 1930s and developed them thr o u g h 

S h e l l Production.-

So our o p e r a t o r s , w h i l e not as l a r g e as 

our opponents 1, have l o n g f a m i l y h i s t o r i e s i n the 

business, and longer -- much lo n g e r h i s t o r i e s i n 

o p e r a t i n g i n t h i s area than our opponent. I j u s t 

want you t o understand t h a t my c l i e n t s are here f o r 

the l o n g h a u l . They want what's best t o produce the 

most o i l f o r the l o n g h a u l . They are not come-in-

d o - i t - q u i c k - d r i l l - i t - u p - l i k e - t h i s o p e r a t o r s . 

And i f we tho u g h t t h a t was best, they 

would be doing i t , but they do n o t . And I t h i n k t h e 

evidence w i l l show why. 

Now I w i l l j u s t mention, j u s t f o r 

i n f o r m a t i o n , t h a t a l t h o u g h Ms. Marion i s a Texan, 

she a l s o has r o o t s here i n Santa Fe. She and her 

f o u n d a t i o n are the p r i n c i p a l founders and 

b e n e f a c t o r s of the O'Keefe Museum and i t s 

c o l l e c t i o n . She has a home here, and she has g r e a t 

i n t e r e s t i n the s t a t e o f New Mexico, and she w i l l 

keep these p r o p e r t i e s f o r h e r s e l f and her 

descendants. And so our i n t e r e s t i n t h i s i s deep 

and l o n g . 

Now the t h r e e r e m a i n i n g c o n t e s t e d issues 

are a l l o w a b l e , GOR, and d e n s i t y . We r e a l l y t h i n k 
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the evidence comes t o g e t h e r on thes e . I t ' s 

i m p o s s i b l e , r e a l l y ' , t o i s o l a t e i t . We t h i n k i t a l l 

f i t s t o g e t h e r . And at the end of the he a r i n g , I 

hope you w i l l understand our p o s i t i o n t h a t a l l of 

the e n g i n e e r i n g and g e o l o g i c a l d e n s i t y supports the 

p r o p o s i t i o n t h a t d e v e l o p i n g these p r o p e r t i e s on a 

20-acre d e n s i t y , a t l e a s t i n i t i a l l y , our evidence 

w i l l show t h a t t h a t g i v e s e f f e c t i v e and e f f i c i e n t 

d r ainage and should be the b a s i c r u l e . 

10-acre development may be i n d i c a t e d i n 

c e r t a i n i n c i d e n t a l or i s o l a t e d areas at t h i s t i m e , 

where the w e l l s are unable t o d r a i n 20 acres 

e f f e c t i v e l y . But our evidence w i l l show i n the 

drainage area c a l c u l a t i o n s , as Mr. Ezeanyim knows 

from the p r e h e a r i n g conference, i s going t o be one 

of the r e a l f l a s h p o i n t s of c o n f l i c t . 

But we b e l i e v e we have done s t u d i e s t h a t 

w i l l demonstrate t h a t , i n t h e v a s t m a j o r i t y of 

cases, these w e l l s are capable of d r a i n i n g more than 

15 acres, many of them more than 20 acres. And so 

i n i t i a l l y t he r u l e should be 20 acres, not 10 acres. 

10 acres s h o u l d be the e x c e p t i o n a t t h i s time and 

not the r u l e . 

Secondly, our evidence w i l l show, we 

b e l i e v e , t h a t g a s / o i l r a t i o s and gas p r o d u c t i o n are 
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i m p o r t a n t t o p i c s f o r p r e v e n t i o n of waste. And t h i s 

t i e s i n t o t he a l l o w a b l e i s s u e , because they want 

300 b a r r e l s a day — pardon me — Concho and Apache 

want 300 b a r r e l s a day w i t h no GOR. 

I f you take 300 b a r r e l s a day, even w i t h 

the 2001 s t a t e w i d e r u l e t h a t B u r n e t t b e l i e v e s i s 

a p p r o p r i a t e f o r these r e s e r v o i r s , t h a t r e s u l t s i n a 

gas a l l o w a b l e of 600 MCF a day. 

Now t h e evidence w i l l show t h a t very few 

of these w e l l s f o r o n l y a s h o r t p e r i o d of time 

a c t u a l l y can produce, these u n i t s , 300 b a r r e l s a 

day. We b e l i e v e t h a t t h e 187 b a r r e l s , w i t h the 

averaging — t h e one-year average r u l e t h a t again 

a l s o , I b e l i e v e , was agreed a t t h e p r e h e a r i n g 

conference, t h a t t he over- and u n d e r p r o d u c t i o n can 

be balanced over a 12-month calendar year p e r i o d --

i s an adequate but not excessive a l l o w a b l e . 

300 b a r r e l s a day, we w i l l show, i s not 

necessary f o r o i l , and has a p a r t i c u l a r v i c e when i t 

comes t o gas, because i t w i l l a l l o w h i g h r a t i o , 

i n e f f i c i e n t p r o d u c t i o n a t very h i g h g a s / o i l r a t i o s . 

J u s t f o r example, i f you have a u n i t t h a t 

can o n l y produce 100 b a r r e l s of o i l per day, but 

produces a t a r a t i o of 6,000 t o 1, i t can produce 

600 MCF a day under t h e i r -- under t h e i r -- w e l l , i t 
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can produce 600 MCF a day, and t h a t w i l l be i t s 

l i m i t i n g f a c t o r . 

I f you have no GOR, i t c o u l d produce 

whatever i t c o u l d produce w i t h 187 b a r r e l s of o i l a 

day. That -- t h a t would be double 187, which i s 4, 

7 -- 374, I t h i n k . I d i d n ' t w r i t e i t down. 

But t h e gas a l l o w a b l e w i l l be markedly 

l e s s . And we t h i n k b o t h on the need f o r a GOR r u l e , 

and f o r the a c t u a l gas l i m i t per u n i t t h a t r e s u l t s 

from the o i l l i m i t , support t h a t t h e o i l l i m i t 

s hould be 187 and t h e r e should be a g a s / o i l r a t i o of 

2,000 t o 1, because we b e l i e v e -- and we b e l i e v e the 

evidence w i l l demonstrate -- t h a t p r o d u c i n g at hi g h 

gas r a t e s d i s s i p a t e s r e s e r v o i r energy, w i l l reduce 

u l t i m a t e p r o d u c t i o n and u l t i m a t e r e c o v e r y from the 

f i e l d , and i s w a s t e f u l . 

We a l s o b e l i e v e the evidence w i l l show 

q u i t e c l e a r l y t h a t these areas t h a t are h i g h l y 

d r i l l e d on 10 acres have e x h i b i t e d a much h i g h e r GOR 

than the areas t h a t are l e s s densely d r i l l e d , these 

20 acres over here ( i n d i c a t i n g ) . 

But now Apache, I b e l i e v e , has g o t t e n a 

showing t h a t t h e r e i s a l i n k a g e between d e n s i t y and 

GOR. And so t h a t ' s why we t h i n k e v e n t u a l l y a l l of 

t h i s comes around t o show t h a t GOR i s i m p o r t a n t , 300 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4th S t r e e t , NW, S u i t e 105, Albuquerque, NM 87102 

( 505)843-9241 



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 

b a r r e l s a day i s unnecessary, and t h e d e n s i t y i s 

r e l a t e d both t o g a s / o i l r a t i o s , e f f e c t i v e and 

e f f i c i e n t d r a i n a g e , p r e v e n t i o n of both p h y s i c a l 

waste and economic waste. 

And those w i l l be the main p o i n t s of our 

e x h i b i t s . 

And I w i l l say f i n a l l y , as I go th r o u g h 

the notes t h a t I have, t h a t the o t h e r t h i n g -- you 

know when the case i s over -- d u r i n g t he case and 

when the case i s over, i t i s your j o b , as w e l l , t o 

weigh the c r e d i b i l i t y of these w i t n e s s e s . Who came 

i n more prepared? Who has done a more r e f i n e d study 

of the r e s e r v o i r , t h e geology, the r o c k s , t h e 

e n g i n e e r i n g f a c t o r s ? Who has been more open about 

what they have done and how they have, done i t , and 

who, a t the end of the day, i s more b e l i e v a b l e ? 

And we b e l i e v e t h a t when you — when t h i s 

g a v e l comes down f o r t h e l a s t t i m e , when you go back 

t o ponder these t h i n g s , we hope those witnesses are 

our w i t n e s s e s . 

And w i t h t h a t I ' l l c l o s e . Thank you very 

much . 

TECHNICAL EXAMINER EZEANYIM: Thank you. 

LEGAL EXAMINER BROOKS: 8:59. 

TECHNICAL EXAMINER EZEANYIM: Any ot h e r 
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opening statements here? Okay. 

Ms. Munds-Dry? 

MS. MUNDS-DRY: Yes. Mr. Rankin i s going 

t o c a l l our f i r s t w i t n e s s . 

MR. RANKIN: Thank you, Mr. Examiner. 

I w i l l c a l l our f i r s t w i t n e s s , Mr. Brandon 

Gaynor . 

TECHNICAL EXAMINER EZEANYIM: Please s t a t e 

your name again f o r the r e c o r d . 

THE WITNESS: Brandon Gaynor, G-A-Y-N-O-R. 

BRANDON GAYNOR, 

a f t e r h a v i n g been f i r s t d u l y sworn under oath, 

was q u e s t i o n e d and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. RANKIN: 

Q. Mr. Gaynor, where do you r e s i d e ? 

A. Midl a n d , Texas. 

Q. By whom are you employed? 

A. Concho Resources. 

Q. What i s your p o s i t i o n w i t h Concho 

Resources? 

A. I am a landman. 

Q. What are your d u t i e s ? 

A. B a s i c a l l y , I do e v e r y t h i n g t h a t p e r t a i n s 

t o l a n d m a t t e r s w i t h i n t h e f i r m , c l e a r i n g t i t l e , 
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Brandon Gaynor - May 16, 2011 
Examinat ion by Mr. Rankin 

w o r k i n g on a l l o f t h i s Yeso p o o l s t u f f . 

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

O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes, I have. 

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

f i l e d i n t h i s case? 

A. Yes, I am. 

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

lands t h a t are the s u b j e c t of t h i s a p p l i c a t i o n ? 

t e n d e r Mr... .Gaynor as an e x p e r t w i t n e s s i n pet r o l e u m 

l a n d m a t t e r s . 

TECHNICAL EXAMINER EZEANYIM: Mr. Gaynor, 

are you a c e r t i f i e d p u b l i c landman? 

THE WITNESS: No, s i r , I'm n o t . 

TECHNICAL EXAMINER EZEANYIM: Okay. So 

f i n e . Go ahead. 

Q. (By Mr. Rankin) Could you please 

summarize f o r t he examiner what Concho seeks i n i t s 

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

A. Yes. We are a s k i n g f o r t h e a l l o w a b l e s i n 

a l l of the pools s u b j e c t t o our a p p l i c a t i o n t o be 

in c r e a s e d t o 300 b a r r e l s of o i l per day. 

We're as k i n g f o r t he g a s / o i l r a t i o l i m i t 

A. Yes, I am. 

MR. RANKIN: Mr. Examiner, I would l i k e t o 
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t o be removed c o m p l e t e l y . 

And we're a s k i n g f o r our o v e r p r o d u c t i o n t o 

be c a n c e l l e d . 

Q. Thank you, Mr. Gaynor. 

We're going t o t u r n t o E x h i b i t Number 1, 

Concho's E x h i b i t Number 1. Could you please 

i d e n t i f y and re v i e w f o r the examiner the co n t e n t s of 

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

A. Yes. This i s b a s i c a l l y an overview of the 

e n t i r e area t h a t i s s u b j e c t t o our a p p l i c a t i o n . A l l 

of the bl a c k o u t l i n e s are the o u t l i n e s of the pools 

as they are now d e f i n e d . 

And I t h i n k t h a t t h e r e are t h r e e i m p o r t a n t 

t h i n g s t o p o i n t out about t h i s . 

The f i r s t one i s t h a t t he p o o l on the f a r 

l e f t , the n o r t h e a s t Red Lake G l o r i e t a Yeso pool's 

a l l o w a b l e has a l r e a d y been i n c r e a s e d t o 300 b a r r e l s 

of o i l per day. 

The second one i s a c t u a l l y no longer 

r e l e v a n t , s i n c e t he Burch Keely and Dodd u n i t have 

a l r e a d y been removed from t h i s a p p l i c a t i o n . 

But y o u ' l l n o t i c e on t h e f a r r i g h t , the 

second p o o l t o the r i g h t , t he West Maljamar Yeso 

pool's GOR l i m i t has a l r e a d y been removed. 

Q. Thank you, Mr. Gaynor. 
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I would l i k e t o ask you t o t u r n i n the 

e x h i b i t book please t o E x h i b i t Number 35. 

A. (Witness complies.) 

Q. Can you ple a s e , when you get t o t h a t 

page --

A. Yes. 

Q. — can you i d e n t i f y the e x h i b i t and 

e x p l a i n t he con t e n t s ? 

A. Yes. This i s a copy of t h e order i n the 

Devon case, which i n c r e a s e d a l l o w a b l e i n the 

n o r t h e a s t Red Lake -- Red Lake p o o l . 

MR. GRABLE: What e x h i b i t number was t h a t ? 

MR. RANKIN: This i s E x h i b i t Number 35, 

and t h i s i s Order Number 12199. 

Q. (By Mr. Rankin) I s t h a t c o r r e c t ? 

A. Yes. Order Number R12199. 

Q. And t h i s i s O i l Conservation D i v i s i o n Case 

Number 13185. I s t h a t c o r r e c t ? 

A. Yes, t h a t ' s r i g h t . 

Q. And what was the a l l o w a b l e again t h a t was 

en t e r e d i n t h i s order? 

A. , 300 b a r r e l s per day. 

Q. Thank you . 

I want t o pass around another order from 

t h e d i v i s i o n . I ' d l i k e — 
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MR. RANKIN: Mr. Examiner, I w o u l d l i k e t o 

ask you t o t a k e a d m i n i s t r a t i v e n o t i c e o f t h i s . 

Q. (By Mr. R a n k i n ) Mr. Gaynor, can you 

p l e a s e d e s c r i b e t h i s o r d e r , p l e a s e ? 

A. Yes. T h i s i s a n o t h e r o r d e r t h a t was 

a c t u a l l y e n t e r e d e a r l i e r t h i s y e a r . T h i s was a case 

where Mewbourne O i l Company was a s k i n g t o i n c r e a s e 

t h e a l l o w a b l e i n a few p o o l s and c o n s o l i d a t e them. 

T h i s i s a l s o a Yeso p o o l t h a t ' s a b o u t 12 m i l e s 

s o u t h w e s t o f t h i s a r e a , b u t s t i l l a l o n g t h e Yeso 

f o r m a t i o n , as o u r g e o l o g i s t , Mr. Reyes, w i l l e x p l a i n 

l a t e r . 

But t h e y a c h i e v e d and were g r a n t e d an 

o r d e r g i v i n g them 240 b a r r e l s o f o i l p e r day. 

Q. And a g a i n , t h i s i s D i v i s i o n Order 

Number 13350. I s t h a t c o r r e c t ? 

A. Yes, t h a t ' s r i g h t . 

Q. I n Case Number 14554? 

A. Yes. 

Q. Thank you. 

MR. RANKIN: Mr. Examiner, I w o u l d l i k e 

f o r you t o p l e a s e t a k e a d m i n i s t r a t i v e n o t i c e o f t h i s 

o r d e r f o r t h e r e c o r d . 

TECHNICAL EXAMINER EZEANYIM: Yes. Order 

Number R13350 w i l l be n o t e d . 
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Do you have any o b j e c t i o n t o t h a t ? 

MR. GRABLE: W e l l , I am not t h a t f a m i l i a r 

w i t h your p r a c t i c e , f o r which I a p o l o g i z e . I have 

no o b j e c t i o n t o your t a k i n g a d m i n i s t r a t i v e n o t i c e of 

what was done. 

The f a c t u a l m a t t e r s and the f a c t u a l 

f i n d i n g t h a t are re c o r d s not a p a r t of t h i s r e c o r d 

t h a t we have no o p p o r t u n i t y t o cross-examine I 

b e l i e v e s h ould not be p a r t of the e v i d e n t i a r y r e c o r d 

of the case, because we have no b a s i s t o examine the 

witnesses who appeared a t t h i s h e a r i n g . 

So the f a c t t h a t you were -- a p p l i e d f o r 

c e r t a i n r u l e changes and c o n s o l i d a t i o n s and what was 

gra n t e d , I have no o b j e c t i o n t o . The d e t a i l e d 

f a c t u a l f i n d i n g s , I do o b j e c t t o t h e i r being a p a r t 

of the e v i d e n t i a r y b a s i s f o r your d e c i s i o n i n t h i s 

case . 

LEGAL EXAMINER BROOKS: We l l , a 

c l o s e l y - r e l a t e d i s s u e t o what we can take 

a d m i n i s t r a t i v e n o t i c e of i s i n l i t i g a t i o n p r e s e n t l y 

i n the D i s t r i c t Court of Santa Fe County. So I 

t h i n k w e ' l l have t o say your o b j e c t i o n i s w e l l 

t a k e n . And a t t h i s p o i n t , we would l i m i t our t a k i n g 

a d m i n i s t r a t i v e n o t i c e t o what i s a c t - -- t o the f a c t 

of what t h e r e c o r d of t h e p r e v i o u s commission 
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p r o c e e d i n g t h a t was p r e s e n t e d t o us a c t u a l l y shows 

and not of any u n d e r l y i n g evidence. 

MR. GRABLE: Thank you. 

MR. RANKIN: Thank you, Mr. Examiner. 

Q. (By Mr. Rankin) I would l i k e t o move on 

t o Concho E x h i b i t Number 2. Mr. Gaynor, can you 

please i d e n t i f y and e x p l a i n the c o n t e n t s of t h i s 

s l i d e ? 

A. Yes. This t a b l e j u s t shows a breakdown of 

the m i n e r a l ownership i n t h e areas s u b j e c t t o our 

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

As you can see, t h e r e are 94,400 t o t a l 

acres s u b j e c t t o t h i s a p p l i c a t i o n , both w i t h i n the 

boundaries and w i t h i n t h e one-mile o f f s e t of a l l of 

these p o o l s . The f e d e r a l government owns about 

60 percent of those and t h e S t a t e of New Mexico owns 

almost 40 p e r c e n t of thos e , w i t h fee owners having 

l e s s than 1 p e r c e n t of t h e ownership of the m i n e r a l s 

i n these p o o l s . 

Q. Thank you, Mr. Gaynor. 

Under E x h i b i t Number 3, can you please do 

the same, e x p l a i n the c o n t e n t s and e x p l a i n the --

i d e n t i f y these e x h i b i t s , please? 

A. Yes. The next s e v e r a l s l i d e s are maps 

showing the o p e r a t o r s h i p of p r o r a t i o n u n i t s as 
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d e s i g n a t e d by t h e NMOCD w i t h i n t h e pools and w i t h i n 

the one-mile o f f s e t area of the po o l s not w i t h i n 

another p o o l . So i t ' s c o l o r coded. 

And you know f o r the sake of ti m e , I t h i n k 

i t ' s best i f you look at those as you see f i t . But 

these are j u s t simple breakdowns of who operates i n 

these p r o r a t i o n u n i t s . 

Q. Thank you, Mr. Gaynor. 

As we go th r o u g h these s l i d e s , please 

e x p l a i n t h i s next E x h i b i t Number 4, the c o n t e n t s , 

and i d e n t i f y them, please. 

A. Yes. These next s e v e r a l s l i d e s are 

l e t t e r s of su p p o r t f o r our a p p l i c a t i o n t h a t we have 

r e c e i v e d from o t h e r o p e r a t o r s w i t h i n these p o o l s . 

And we'd j u s t l i k e t o go t h r o u g h them one at a time 

t o e s t a b l i s h who we have s u p p o r t i n g us i n t h i s 

a p p l i c a t i o n t o i n c r e a s e the a l l o w a b l e t o 300 b a r r e l s 

per day. 

F i r s t we have Apache; Cimarex; Chevron; 

Clay t o n W i l l i a m s ; Devon; Lime Rock; Mack Energy, 

which i s a New Mexico independent; Mewbourne; Nadel 

and Gussman Heyco; Nadel and Gussman Permian; 

Premier, which i s another New Mexico independent; 

and XTO. 

And t h i s t a b l e i s a breakdown of the 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4 t h S t r e e t , NW, S u i t e 105, Albuquerque, NM 87102 

(505)8 43-9241 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2 4 

25 

Brandon Gaynor - May 16, 2011 
Examination by Mr. Rankin 

number of w e l l s i n t h e pools and who operates those 

w e l l s . 

Q. 'This i s E x h i b i t Number 5. 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 . 

As you can see, 94.59 p e r c e n t of the w e l l s 

i n t he area s u b j e c t of t h i s a p p l i c a t i o n are operated 

by p a r t i e s i n support of our a p p l i c a t i o n . 

Q. And t h i s i s an updated c h a r t , r i g h t ? 

Because — 

A. Yes. This was updated a f t e r t he removal 

of the Dodd and Burch Keely u n i t s as p a r t of the 

l a r g e r Grayburg-Jackson p o o l . 

Q. Thank you. 

Can you e x p l a i n t h i s map here — 

A. Yes . 

Q. -- E x h i b i t Number 6? 

A. Yes. And t h i s map, agai n , i s showing the 

pools and the one-mile o f f s e t area t o the p o o l s . 

And the squares i n r e d are p r o r a t i o n u n i t s t h a t are 

operated by o p e r a t o r s i n support of our a p p l i c a t i o n . 

Q. Thank you. 

And I ' l l ask you t o t u r n q u i c k l y t o your 

hard copy of your e x h i b i t s --

A. Uh-huh. 
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Q. -- a t Tab Number 39, E x h i b i t Number 39. 

A. Okay . 

Q. I s t h a t -- I w i l l j u s t ask you t o i d e n t i f y 

t h e f a c t t h a t t h i s i s an e x h i b i t t h a t c o n t a i n s the 

a f f i d a v i t of n o t i c e of the a p p l i c a t i o n and h e a r i n g 

a l o n g w i t h t he green cards, and i d e n t i f i e s each of 

the p a r t i e s t h a t Concho p r o v i d e d n o t i c e t o . I s t h a t 

c o r r e c t ? 

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

Q. Thank you, Mr. Gaynor. 

MR. RANKIN: Mr. Examiner, I would move t o 

admit the e x h i b i t s . 

TECHNICAL EXAMINER EZEANYIM: Any 

obj e c t i o n s ? 

MR. GRABLE: The e x h i b i t s t h a t he 

mentioned i n h i s t e s t i m o n y ? 

MR. RANKIN: That's c o r r e c t , I'm s o r r y . 

E x h i b i t 39, E x h i b i t 35, and then 1 t h r o u g h 6. 

MR.. GRABLE: Subject t o my e a r l i e r 

o b j e c t i o n and t h e Examiners' r u l i n g on the 

a d m i n i s t r a t i v e n o t i c e , I have no o b j e c t i o n t o the 

admission of the remainder of the e x h i b i t s . 

TECHNICAL EXAMINER EZEANYIM: So at t h i s 

p o i n t , E x h i b i t s 1 t h r o u g h 6, 34, and 35 w i l l be 

a d m i t t e d . 
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MR. RANKIN: I pass the w i t n e s s . 

MR. GRABLE: Just a few q u e s t i o n s , 

Mr . Gaynor . Let me ask you — 

LEGAL EXAMINER BROOKS: 9:12. 

EXAMINATION 

BY MR. GRABLE: 

Q. (By Mr. Grable) I'm Bob Grable, from 

K e l l y Hart and Hallman. I r e p r e s e n t Hudson and 

B u r n e t t i n t h i s h e a r i n g . 

We haven't met b e f o r e today, have we? 

A. No, I don't b e l i e v e so. 

Q. Let me ask you f i r s t . On — - a t l e a s t I 

wrote down t h e number. Was your E x h i b i t 35 t h e 

D i v i s i o n ' s Order i n the Devon case? 

A. Number 35? Yes, t h a t ' s c o r r e c t . 

Q. I s n ' t i t t r u e , as r e f l e c t e d on page 2, 

t h a t Devon i n i t i a l l y asked t o i n c r e a s e t he g a s / o i l 

r a t i o f o r the f i e l d s t a t e w i d e 2,000 t o 1 t o 4,000 t o 

1? 

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

Q. And t h e d i s p o s i t i o n of t h a t was t h a t 

p o r t i o n was d i s m i s s e d by the d i v i s i o n ? 

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

Q. So t h i s p o o l has a 2,000 t o 1 GOR? 

A. Yes. 
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Q. Now s i m i l a r l y , I don't know what 

e x h i b i t t he — the Mewbourne -- what's the e x h i b i t 

number f o r the o t h e r order? 

MR. RANKIN: That wasn't an e x h i b i t . That 

was j u s t an a d m i n i s t r a t i v e n o t i c e . 

MR. GRABLE: So i t has no number? 

MR. RANKIN: That's c o r r e c t . 

TECHNICAL EXAMINER EZEANYIM: We l l , we 

t a l k e d about t h a t . Do you have a copy o f t h a t ? 

MR. GRABLE: I have a copy of t h a t . 

TECHNICAL EXAMINER EZEANYIM: Okay. That 

was brought t o my a t t e n t i o n , l i k e you s a i d . 

Q. (By Mr. Grable) I s n ' t i t t r u e t h a t 

Mewbourne d i d not even apply t o i n c r e a s e the GOR i n 

t h i s order? 

A. Yes. 

Q. So i t a l s o has a 2,000 t o 1 GOR? 

A. Yes. 

Q. Now, can you t u r n t o your E x h i b i t 

Number 2 --

A. Okay. 

Q. -- on acreage ownership? 

A. Yes. 

Q. Do you understand t h a t i t was between 

gross acres and net acres? 
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A. Yes, I do. 

Q. Are these gross acres or net acres? 

A. These are -- w e l l , these are -- these are 

gross acres. 

Q. Have you c a l c u l a t e d what Concho's net 

acreage p o s i t i o n i s ? 

A. W e l l , t h i s S l i d e Number 2 does not show 

e i t h e r Concho's gross or net acreage. This i s 

m i n e r a l ownership. 

Q. Okay. Pardon me. I am on the wrong 

s l i d e . Okay. My apology f o r t h a t . 

Would you t u r n — I b e l i e v e i t ' s your 

E x h i b i t 10 of t h i s -- the F r i e n d G l o r i e t a Yeso p o o l 

o p e r a t o r . 

A. Are you t a l k i n g about t h e map showing who 

operates t h e p r o r a t i o n u n i t s ? 

Q. Yes, t h a t s e r i e s of i n d i v i d u a l s l i d e s 

you --

A. I t h i n k t h a t ' s E x h i b i t 3, and i t ' s page --

something. 

Q. W e l l , look a t page -- what shows as COG 

Yeso 10 i n those s e r i e s o f s l i d e s , not East F r i e n d ; 

F r i e n d , G l o r i e t a Yeso. 

A. Yes. 

Q. Now, i s n ' t i t t r u e t h a t these s e c t i o n s 
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here are what B u r n e t t and Hudson r e f e r r e d t o as the 

Maljamar s e c t i o n s ? Are you f a m i l i a r w i t h those? 

A. I am f a m i l i a r w i t h t h a t . And yes, those 

are t h e s e c t i o n s t h a t . B u r n e t t and Hudson r e f e r t o as 

the Maljamar s e c t i o n s . 

Q. And you, i n f a c t , show t h i s one 40-acre 

t r a c t up here which i s the Hudson e x i s t i n g Yeso 

w e l l ? 

A. Yes. That's the Knockabout w e l l . 

Q. But you c o l o r a l l of t h e r e s t of t h i s as 

under Concho's c o l o r , even though Concho i s not an 

o p e r a t o r and has no w e l l s and o n l y has o n e - t h i r d of 

the w o r k i n g i n t e r e s t i n these s e c t i o n s ? 

A. W e l l , a c t u a l l y , t h a t ' s not t r u e . Concho's 

c o l o r i s the much dark e r almost b l a c k - b l u e . 

Q. Okay. 

A. And t h a t l i g h t e r b l ue r e p r e s e n t s t h a t 

t h e r e are c u r r e n t l y no G l o r i e t a Yeso o p e r a t i o n s . 

Q. Okay. But t h a t ' s a l s o t r u e f o r the east 

h a l f of those s e c t i o n s ? 

A. Yes. And t h a t i s r e f l e c t e d on the West 

Maljamar Yeso p o o l . 

Q. The next one, also? 

A. Yes. 

Q. Okay. Let me t u r n now t o your E x h i b i t 4, 
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w i t h a s e r i e s of support l e t t e r s from o t h e r 

o p e r a t o r s . 

A. Yes . 

Q. Did you send those out? Did you s o l i c i t 

those or d i d someone else? 

A. I s o l i c i t e d many of them. As a team, we 

s o l i c i t e d them. 

Q. But they a l l were s o l i c i t e d ? 

A. We sent them our a p p l i c a t i o n and asked, 

"Do you support t h i s a p p l i c a t i o n ? " 

Q. And you, i n f a c t , sent them a form order 

t o s i g n and r e t u r n — . .or a form l e t t e r t o s i g n and 

r e t u r n ? 

A. We sent a form l e t t e r which was open t o 

any n e g o t i a t i o n s or changes. As you see, Chevron 

made an e d i t t o t h e i r s . 

MR'. GRABLE: O b j e c t i o n , nonresponsive. 

Q. (By Mr. Grable) You sent a form l e t t e r . 

And o t h e r t h a n t h e Chevron --

MS. MUNDS-DRY: Are you going t o r u l e on 

t h a t o b j e c t i o n ? 

LEGAL EXAMINER BROOKS: I n an 

a d m i n i s t r a t i v e h e a r i n g I don't r e a l l y t h i n k i t ' s 

necessary f o r us t o r u l e on t h a t . 

MR. GRABLE: I j u s t don't want t o get i n t o 
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a r g u i n g w i t h t he w i t n e s s . 

Q. (By Mr. Grable) Are they a l l i d e n t i c a l 

except f o r t h e Chevron l e t t e r ? 

A. Yes. 

Q. Now, Chevron d i d change t h e i r s ? 

A. Yes. 

Q. Now, are you aware of Chevron having gone 

nonconsent on some 10-acre w e l l s t h a t Concho or 

Apache has proposed, i n areas where Chevron has a 

m i n o r i t y w o r k i n g i n t e r e s t ? 

A. I'm not sure e x a c t l y what Chevron has done 

everywhere t h a t we have a c o n t r a c t u a l arrangement 

w i t h them. 

Q. But t h e r e are areas where they have a 

working i n t e r e s t i n Concho-operated p r o p e r t i e s ? 

A. Yes, t h a t ' s r i g h t . 

Q. Would i t s u r p r i s e you t o l e a r n t h a t they 

have, i n f a c t , gone nonconsent on a number of 

10-acre development w e l l s proposed by Concho? 

A. I t would not s u r p r i s e me f o r Chevron t o 

have gone nonconsent on any w e l l s . 

Q. Now, l e t ' s t u r n t o your E x h i b i t 5. I 

b e l i e v e i t ' s t he o p e r a t o r s s u p p o r t i n g COG. 

A. Yes. 

Q. W e l l , w h i l e you're p u t t i n g i t up, l e t me 
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j u s t ask you t h i s . 

J u s t as Chevron owns a wor k i n g i n t e r e s t i n 

some COG p r o p e r t i e s , - i s n ' t t h e r e a l s o some common 

ownership i n p r o p e r t i e s between Apache and COG? 

A. Yes, i n many p r o p e r t i e s . 

Q. And i s n ' t i t a l s o t r u e , as a r e s u l t of 

COG's a c q u i s i t i o n of Mack's p r o p e r t y i n t h i s area i n 

2006, t h a t Mack a c q u i r e d a l a r g e b l o c k of stock i n 

COG? 

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

Q. And they have a very l a r g e stock ownership 

of COG? 

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

Q. I f you added up COG, Apache, Chevron, and 

Mack on your l i s t t h e r e , t h a t ' s about 90 percent of 

what's -- of the w e l l s . And t h e y ' r e a l l , i n some 

n a t u r e , i n t e r c o n n e c t e d w i t h t h e i r ownership or 

o p e r a t i o n s , a r e n ' t they? 

A. The o p e r a t o r s h i p of much of the s h e l f i s 

very i n t e r t w i n e d between these p a r t i e s . So yes, 

t h a t ' s t r u e . 

Q. Now, i t ' s a l s o t r u e t h a t B u r n e t t ' s and 

Hudson's acreage w i t h i n the area i s much l e s s 

densely developed than the COG-operator acreage? 

A. Yes, t h a t ' s c o r r e c t . 
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Q. And so i f you d i d a comparison, e i t h e r on 

an acreage b a s i s or t h e p o t e n t i a l l o c a t i o n b a s i s , 

Burnett/Hudson 1s percentage would come up 

d r a m a t i c a l l y from what you have d i s p l a y e d here, 

would i t not? 

A. W e l l , i t would come up some f o r sure. I 

t h i n k t h a t they o p e r a t e w e l l s i n 60 p r o r a t i o n u n i t s 

c u r r e n t l y . 

Q. Yes, s i r . But I am not as k i n g you about 

t h e i r c u r r e n t w e l l s . I'm asking you i f you were t o 

compare t h e i r percentage of the acreage w i t h i n the 

area t h a t B u r n e t t has a p p l i e d t o c o n s o l i d a t e , t h e i r 

percentage would be c o n s i d e r a b l y h i g h e r than 

4 p e r c e n t , would i t not? 

A. W e l l , I'm not sure i f t h a t ' s t r u e . 

Because i f we compared the gross acreage of Concho 

and Apache t o t h e gross acreage of t h e i r s , I t h i n k 

t h a t our percentage would go up as w e l l . So I mean 

I'm not -- I'm not sure. I haven't run t h a t . I'm 

not sure t h a t i t would change d r a m a t i c a l l y . 

Q. You haven't done t h a t c a l c u l a t i o n ? 

A . No . 

Q. You saw t h e map I had up here i n my 

opening statement, d i d you not, Mr. Gaynor? 

A. Yes, I d i d . 
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Q. And y o u ' r e s a y i n g t h a t you d o n ' t t h i n k 

t h e r e ' s a d i f f e r e n c e between t h i s 3.78 p e r c e n t by 

w e l l and t h e a c r e a g e p o s i t i o n as shown on t h a t map? 

You t h i n k t h e r e ' s no d i s c e r n i b l e d i f f e r e n c e ? 

A. W e l l , as you w i l l see when our g e o l o g i s t , 

Mr. Reyes, comes up, h i s map a c t u a l l y has a b i g 

b l o c k o f our l e a s e h o l d . I mean t h e v a s t m a j o r i t y o f 

t h e s h e l f i s y e l l o w on t h a t map. 

I mean I can t e l l you o u r a c r e a g e , o u r 

o p e r a t e d a c r e a g e , b u t t h a t ' s a d i f f e r e n t number, as 

you were ma k i n g a d i s t i n c t i o n e a r l i e r , f r o m o u r n e t 

a c r e a g e . 

On t h e s h e i f t o t a l ; I t h i n k t h a t we have 

a b o u t 2 4 0 , 0 0 0 - p l u s a c r e s . 

MR. GRABLE: O b j e c t i o n , t h a t i s 

n o n r e s p o n s i v e . I'm g o i n g t o move on. 

Q. (By Mr. G r a b l e ) Now t u r n i n g t o y o u r 

e x h i b i t -- w e l l , I guess i t ' s page 5. I s t h a t --

l e t ' s go back t o y o u r E x h i b i t 1, and t h e n w e ' l l be 

f i n i s h e d . 

MS. MUNDS-DRY: I'm s o r r y . Which e x h i b i t ? 

MR. GRABLE: J u s t t h e E x h i b i t 1. I 

b e l i e v e he t e s t i f i e d t o t h a t e x h i b i t . 

Q. (By Mr. G r a b l e ) A l l r i g h t . Now g o i n g 

o v e r h e r e on t h e f i e l d t o t h e wes t , i t ' s t r u e , as 
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you have t e s t i f i e d , t h a t t h i s f i e l d , a l t h o u g h i t ' s 

a t 300 b a r r e l s a day,' has a 2,000 t o 1 l i m i t e d 

g a s / o i l r a t i o ? 

A. Yes. 

Q. And l i k e you say, t h e s e t h e s e f i e l d s i n 

h e r e t h a t have s h a l l o w o r p r o d u c t i o n commingled, 

t h e y a r e no l o n g e r i n t h e case? 

A. They have been removed. 

Q. Do you know t h e d a t e when t h e o r d e r s 

a b o l i s h i n g a GOR i n t h i s E a s t F r i e n d were a d o p t e d ? 

A. They were b o t h i n 1952. Would you l i k e 

t h e e x a c t d a t e s ? 

Q. W e l l , t h a t ' s r i g h t , i t was 1952. 

So t h e y have n o t been examined by t h e 

d i v i s i o n i n a h e a r i n g c o n t e x t w i t h r e s p e c t t o a GOR 

r u l e i n t h i s modern Yeso s h e l f d e v e l o p m e n t , have 

t h e y ? T h a t i s s u e has n o t been examined p r o p e r l y ? 

A. T h a t r u l i n g has n o t been r e v i s i t e d . 

MR. GRABLE: Thank y o u . T h a t ' s a l l I 

have . 

LEGAL EXAMINER BROOKS: 9:25. 

TECHNICAL EXAMINER EZEANYIM: Do you have 

a q u e s t i o n ? 

MR. RANKIN: Yes, I j u s t have one 

r e d i r e c t , b u t maybe I w o u l d l i k e t o see i f 
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M r . Cooney has any q u e s t i o n s . ' 

MR. COONEY: I have no q u e s t i o n s . 

FURTHER EXAMINATION 

BY MR. RANKIN: 

Q. Mr. Gaynor, j u s t one l a s t q u e s t i o n . Are 

you aware o f any o p e r a t o r s t h a t s u p p o r t t h e 

a p p l i c a t i o n o f B u r n e t t / H u d s o n ? 

A. No. I n f a c t i t i s o n l y B u r n e t t and 

Hudson. 

TECHNICAL EXAMINER EZEANYIM: What was 

y o u r q u e s t i o n ? 

MR. RANKIN: My q u e s t i o n was i f Mr. Gaynor 

was aware o f any o p e r a t o r s who s u p p o r t t h e 

a p p l i c a t i o n o f B u r n e t t and Hudson. 

THE WITNESS: They s t a n d a l o n e . 

MR. RANKIN: Thank y o u . 

LEGAL EXAMINER BROOKS: You d i d n ' t even 

t a k e one m i n u t e , so we're s t i l l a t 9:25. 

TECHNICAL EXAMINER EZEANYIM: Any 

r e d i r e c t , based on t h a t q u e s t i o n ? Mr. G r a b l e , any 

r e d i r e c t ? 

MR. GRABLE: No. 

TECHNICAL EXAMINER EZEANYIM: How many 

o p e r a t o r s do you t h i n k a r e i n t h i s -- how many 

t o t a l ? 
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THE WITNESS: How many t o t a l o p e r a t o r s ? 

TECHNICAL EXAMINER EZEANYIM: Yes. I 

t h i n k you showed me, but I wanted t o know how many. 

Just -- you don't have t o g i v e me t h e exact. 

Estimate how many. Do.you t h i n k i t ' s 10, 12? 

THE WITNESS: W e l l , we have 12 — 16, 

maybe. 

TECHNICAL EXAMINER EZEANYIM: Okay. 

THE WITNESS: But I can g i v e you the exact 

number. 

TECHNICAL EXAMINER EZEANYIM: Okay. Out 

of those 16, how many of them sup p o r t e d the 

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

THE WITNESS: 12. 

TECHNICAL EXAMINER EZEANYIM: 12. 

Did you send t h a t l e t t e r t o 

Burnett/Hudson? 

THE WITNESS: Yes. 

TECHNICAL EXAMINER EZEANYIM: And what was 

the r e p l y ? 

THE WITNESS: They d i d not r e p l y f a v o r a b l y 

t o t h a t l e t t e r . They d i d not agree w i t h us, and — 

no . 

TECHNICAL EXAMINER EZEANYIM: Okay. So 

t h a t ' s a form l e t t e r t h a t you sent t o a l l o p e r a t o r s 
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i n t he pool? 

THE WITNESS: Yes. 

TECHNICAL EXAMINER EZEANYIM: Okay. What 

changes d i d Chevron make i n t h e i r form l e t t e r ? 

THE WITNESS: Chevron l i m i t e d the — 

l i m i t e d t he l e t t e r t o apply o n l y t o the pools i n 

which they operate w e l l s . So the y o n l y t a l k e d about 

the F r i e n d and t h e East F r i e n d . They l i m i t e d t h e i r 

l e t t e r t o those two p o o l s . 

TECHNICAL EXAMINER EZEANYIM: To those two 

po o l s . But i n a l l o w a b l e d e c l a r a t i o n , they agreed? 

THE WITNESS: Yes. 

TECHNICAL EXAMINER EZEANYIM: Only i n 

those two pools they operate? 

THE WITNESS: Yes. 

TECHNICAL EXAMINER EZEANYIM: Okay. And 

then you don't have any response from 

Burnett/Hudson, or they — 

THE WITNESS: W e l l , they --

TECHNICAL EXAMINER EZEANYIM: -- d i d they 

respond at a l l ? 

THE WITNESS: Yes. A c t u a l l y , they d i d . 

They responded by g i v i n g us a f o r m a l l e t t e r where 

they r e q u e s t e d t h a t we g i v e them o p e r a t i o n s of the 

f o u r s e c t i o n s t h a t he was t a l k i n g about over t h e r e 
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c a l l e d the Maljamar l e a s e s . 

MR. GRABLE: O b j e c t i o n , Your Honor. We 

are now g e t t i n g i n t o t h i s s e t t l e m e n t l e t t e r t h a t we 

sent . 

TECHNICAL EXAMINER EZEANYIM: Okay. 

MR. GRABLE: I t was a c o n f i d e n t i a l and 

p r i v i l e g e d s e t t l e m e n t communication t o t r y t o a v o i d 

t h i s f i g h t and the f i g h t over o p e r a t i o n s a t 

Maljamar. I t has n o t h i n g t o do w i t h our response t o 

t h e i r i n i t i a l l e t t e r . 

LEGAL EXAMINER BROOKS: We l l , I agree t h a t 

s e t t l e m e n t n e g o t i a t i o n s are not r e l e v a n t . 

TECHNICAL EXAMINER EZEANYIM: O b j e c t i o n 

s u s t a i n e d . I ' l l r e d i r e c t my q u e s t i o n . Maybe I 

should have not asked t h a t q u e s t i o n . 

Okay . 

LEGAL EXAMINER BROOKS: 9:28. 

TECHNICAL EXAMINER EZEANYIM: C a l l your 

next w i t n e s s . 

MS. MUNDS-DRY: We'd c a l l Mr. Reyes, our 

g e o l o g i s t , t o t h e sta n d . 

THE WITNESS: Good morning. 

TECHNICAL EXAMINER EZEANYIM: Good 

morning. S t a t e your name, ple a s e . 

THE WITNESS: My name i s a Ramon Reyes. 
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RAMON REYES, 

a f t e r h a v i n g been f i r s t d u l y sworn under oath, 

was q u e s t i o n e d and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MS. MUNDS-DRY: 

Q. Mr. Reyes, where do you r e s i d e ? 

A. I r e s i d e i n Midland, Texas. 

Q. By whom are you employed? 

A. I'm employed by Concho. 

Q. What do you do f o r Concho? 

A. I'm t h e l e a d g e o l o g i s t f o r t he s h e l f 

a s s e t . 

Q. And t h e s h e l f asset, i s t h a t i n c l u d e d i n 

Southeast New Mexico? 

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

Q. And have you p r e v i o u s l y t e s t i f i e d b e f o r e 

the d i v i s i o n ? 

A. I have. 

Q. Were your c r e d e n t i a l s accepted and made a 

matter of r e c o r d a t t h a t time? 

A. Yes, they have been. 

Q. Are you f a m i l i a r w i t h t he a p p l i c a t i o n 

t h a t ' s been f i l e d by Concho? 

A. Yes, I am. 

Q. Have you conducted a g e o l o g i c study of the 
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pools t h a t are s u b j e c t t o Concho's a p p l i c a t i o n ? 

A . I have. 

MS. MUNDS-DRY: Mr. Examiner, we tender 

Mr. Reyes as an e x p e r t i n pe t r o l e u m geology. 

TECHNICAL EXAMINER EZEANYIM: Mr. Reyes, 

are you a r e g i s t e r e d g e o l o g i s t ? 

THE WITNESS: No, I'm no t . Not -- i n 

Texas, the o n l y time you r e g i s t e r — or i n 

New Mexico, you're not — t h e r e i s n o t h i n g t o be 

r e g i s t e r e d on. 

TECHNICAL EXAMINER EZEANYIM: You r e s i d e 

i n Texas? 

THE WITNESS: I r e s i d e i n Texas, yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: You are? 

Okay. So q u a l i f i e d . You are so q u a l i f i e d . 

THE WITNESS: Thank you. 

Q. (By Ms. Munds-Dry) Mr. Reyes, i f you 

cou l d t u r n t o what has been marked as Concho E x h i b i t 

Number 40, i t ' s t he l a s t map i n our notebook. And 

can you please g e n e r a l l y d e s c r i b e f o r t he examiner 

the Yeso f o r m a t i o n and t h e 12 pools t h a t are s u b j e c t 

t o Concho's a p p l i c a t i o n ? 

A. Okay. I would l i k e t o s t a r t b i g and then 

work our way s m a l l e r . 

LEGAL EXAMINER BROOKS: I don't t h i n k we 
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have E x h i b i t 40 i n our notebooks. 

MS. MUNDS-DRY: I t should be the b i g 

map --

LEGAL EXAMINER BROOKS: Oh, t h a t ' s - -

TECHNICAL EXAMINER EZEANYIM: This one 

( i n d i c a t i n g ) ? 

MS. MUNDS-DRY: Yes. 

A. This i s a r e g i o n a l map of the Yeso p l a t e , 

f o r t he most p a r t . I t ' s k i n d of l i m i t e d a l i t t l e 

b i t on the east s i d e , because the m a j o r i t y of our 

acreage p o s i t i o n i s where i t ' s shown i n the map. 

You w i l l see — again, j u s t -- j u s t d o ing 

a b i g p i c t u r e , t a l k i n g about where — where t h i n g s 

are a t and where we h i t on t h i s . 

What you're seeing here, again, the b i g 

bl o c k s here are townships, and the l i t t l e squares 

are s e c t i o n s . The y e l l o w i s our acreage p o s i t i o n i n 

the s h e l f , and t h e r e i s a l s o some i n the b a s i n . 

That's j u s t a l a y e r t h a t we have i n t e r n a l l y t h a t --

i t ' s hard t o break down a l l the acreage i n d i f f e r e n t 

l a y e r s , but t h a t ' s what i t looks l i k e . 

The r e d dots are Yeso-producing producers, 

and t h e y ' r e from a l l of t h e o p e r a t o r s . And you can 

see how i t s t r e t c h e s a l l the way from here, from 

17/32 a l l the way down over here t o 19/25, which i s 
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the cemetery area, which we again — a l s o , we have a 

l a r g e acreage p o s i t i o n i n — i n w e l l s t h a t we 

ope r a t e . 

So we s t r e t c h out f o r s i x , seven, e i g h t 

townships, going a l l t h e way across. So I j u s t want 

t o show you the overview of t h e e x t e n t of our 

d r i l l i n g program and how l a r g e we are, as f a r as 

the — as f a r as our a c t i v i t y i n New Mexico. 

The area we're going t o be t a l k i n g about 

m o s t l y i s going t o be over here ( i n d i c a t i n g ) i n 

these — i n these t h r e e townships over here. So 

w e ' l l go ahead and zoom i n t o t h a t -- t h a t p a r t . 

Q. (By Ms. Munds-Dry) Okay. Mr. Reyes, 

l e t ' s t u r n t o what has been marked as Concho E x h i b i t 

Number 7. I f you c o u l d i d e n t i f y t h a t , p l ease. 

A. Oh, l e t me — we k i n d of — l e t me go back 

t o t he o t h e r one r e a l q u i c k . 

We're j u s t g o ing t o show again, t h i s i s 

how many w e l l s are out t h e r e , and then I am going t o 

break down what our i n v e n t o r y i s and what we have as 

f a r as the Yeso. 

Q. Okay. So b e f o r e we go t o 7, you have a 

few o t h e r -- j u s t i d e n t i f i c a t i o n s f o r d e s c r i p t i o n 

purposes ? 

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

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4 t h S t r e e t , NW, S u i t e 105, Albuquerque, NM 87102 

(505)843-9241 



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 

62 

Q. Okay. Let's go t h e r e , t h e n . 

A. I n our — i n t h i s area, we have — 

MR. CAMPBELL: Could we have an e x h i b i t 

number on t h i s ? 

MS. MUNDS-DRY: This i s not an e x h i b i t 

number. This i s a d i s p l a y o n l y . This i s not meant 

t o be put i n the r e c o r d . This i s simply a d i s p l a y . 

Q. (By Ms. Munds-Dry) Go ahead, Mr. Reyes. 

A. This i s j u s t an o u t l i n e of our data, what 

we've c o l l e c t e d over the years and how many -- you 

know, what our i n v e n t o r y f o r our Yeso, our Yeso raw 

data l i b r a r y . 

We have 1,600 operated v e r t i c a l Yeso 

w e l i s . 

We have 16 Concho-operated h o r i z o n t a l 

w e l l s . 

We have 317 w e l l s t h a t we have run FMI 

logs on. 

69 of those w e l l s we have c o l l e c t e d 

s i d e w a l l cores on. 

9 of those w e l l s we have c o n v e n t i o n a l 

cores or hol e cores. So we have almost 3,000 -- or 

r i g h t at 2,800 f e e t of c o n v e n t i o n a l core. 

We a l s o -- i n our i n v e n t o r y , the l a s t 

t h i n g i s , we have over 220-plus mud logs t h a t we 
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have run f o r our w e l l s . 

So we have a p r e t t y e x t e n s i v e d a t a s e t t h a t 

we -- t h a t we r e l y on t h a t we e i t h e r -- t h a t we 

c o l l e c t e d and -- and i n t e r p r e t e d , so q u i t e a 

l a r g e -- l a r g e d a t a s e t t h a t we have t h a t we work 

from. 

Again, t h i s i s from a l a r g e -- you know, 

o v e r a l l from 19/27 a l l t h e way t o 17/32. 

Q. Thank you, Mr. Reyes. 

I f we can now t u r n t o Concho E x h i b i t 

Number 7. I d e n t i f y and review t h a t f o r the 

examiners, p l e a s e . 

MR. CAMPBELL: Excuse me, Counsel. May we 

have a hard copy of t h a t d i s p l a y t h a t was up here? 

MS. MUNDS-DRY: We can get t h a t f o r you 

d u r i n g a break or maybe over l u n c h , when we can get 

a chance t o get t o a p r i n t e r , sure. 

A. Again, we're zooming i n t o the townships 

t h a t we're d i s c u s s i n g today. This i s j u s t a quick 

review of the u n i t , t he p o o l o u t l i n e s , and the 

i d e n t i f i c a t i o n of each p o o l . 

Again, t h i s i s j u s t t o r e f e r e n c e you t h a t 

we're zooming i n t o a s m a l l e r -- a s m a l l e r area. 

What I have done i s I have c o n s t r u c t e d a 

c r o s s - s e c t i o n i d e n t i f y i n g -- t a l k i n g about j u s t t he 
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Yeso. So h o p e f u l l y , a f t e r I f i n i s h t a l k i n g , we are 

a l l e x p e r t s i n the Yeso. 

MR. CAMPBELL: Excuse me. I s t h i s an 

e x h i b i t t h a t he i s — 

MS. MUNDS-DRY: This i s E x h i b i t Number 7. 

MR. CAMPBELL: Thank you. 

A. What we've done i s , you see the l i t t l e r e d 

dots going across. Those are w e l l s t h a t we've 

p i c k e d , a l o g from each p o o l , t o have a 

r e p r e s e n t a t i o n and a comparison t o what — what 

f o r m a t i o n we're t a l k i n g about and — and the 

d i f f e r e n c e s and comparisons f o r each w e l l . 

Q. (By Ms. Munds-Dry) Let's t u r n t o Concho 

E x h i b i t Number 8. Please i d e n t i f y and review i t f o r 

the examiners. 

A. This i s a l i t t l e hard t o see. But again 

f o r our p r e s e n t a t i o n , i t ' s f o r t h e audience t o see. 

This i s a c r o s s - s e c t i o n t h a t I j u s t d e s c r i b e d . That 

c r o s s - s e c t i o n i s i n your packet, so you should be 

able t o see i n a l i t t l e b i t more d e t a i l what we're 

going t o be t a l k i n g about. 

Q. And f o r t h e r e c o r d , i f you would i d e n t i f y 

each of the — each of the l o g s , the c r o s s - s e c t i o n 

t h a t you have i n here, as you go across. 

A. W e l l , each of the logs — l i k e I s a i d 
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b e f o r e , each w e l l i s -- i s f o r each p o o l t h a t i s 

r e p r e s e n t e d going from west t o e a s t . Again, t h e y ' r e 

i d e n t i f i e d on t o p . I t ' s k i n d of hard t o see from 

here. I'm an o l d guy, so I can't see t h a t f a r away. 

So h o p e f u l l y you guys can see i t b e t t e r t h a n I can. 

But again, i t ' s j u s t a d e s c r i p t i o n of each w e l l , 

each l o g , and each — from each p o o l . 

I f we're going t o c o n t i n u e , l e t ' s go ahead 

and get t o the Yeso f o r m a t i o n . The Yeso f o r m a t i o n 

i s found r i g h t below t h e San Andres, and i t ' s 

d i v i d e d by a l i t t l e s i l t sandstone t h a t ' s c a l l e d 

G l o r i e t a , which i s i d e n t i f i e d w i t h these two l i n e s 

r i g h t i n here ( i n d i c a t i n g ) . 

The G l o r i e t a i s r o u g h l y -- i t can get 

anywhere from 50 t o 100 f e e t t h i c k . And again, 

t h a t ' s what d i v i d e s the San Andres carbonate from 

the Yeso carbonate as we go f a r t h e r south. So 

again , t h a t b e i n g a s i l t from the G l o r i e t a . 

R i g h t below t h e second l i n e i s the t o p of 

the Yeso. And the Yeso, r o u g h l y , runs about 

1,200 f e e t t h i c k . And i t ' s i d e n t i f i e d a t the base 

by the Tubb. The Tubb i s another s i l t t h a t has been 

p r e t t y w e l l - i d e n t i f i e d on l o g s . And again, t h a t ' s 

where you f i n d t he base of the l i m i t s of the Yeso 

s e c t i o n . 
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W i t h i n t h a t Yeso s e c t i o n i t ' s d i v i d e d up 

i n t o two p a r t s because i t i s so t h i c k . I t ' s j u s t 

l i k e a n y t h i n g e l s e , l i k e d r i v i n g down Main S t r e e t . 

That's why you have, you know, s t r e e t s i n between, 

so you know i f you're on the n o r t h side of town or 

the south s i d e of town. 

For us i t ' s what we c a l l t h e upper p a r t , 

and I t h i n k most j u d g e s . w i l l agree the upper p a r t we 

c a l l t he Paddock, and then the bottom p a r t we c a l l 

t h e B l i n e b r y . 

Now t h e Paddock, w e ' l l zoom a l i t t l e b i t 

e a s i e r — a l i t t l e b i t more c l o s e r , and w e ' l l be 

able t o i d e n t i f y what I'm going t o be d e s c r i b i n g a 

l i t t l e b i t on t h i s i t s e l f . 

But f o r the most p a r t , the Yeso has been 

produced and developed f o r many year s . I t ' s a --

i t ' s more i d e n t i f i a b l e on logs because of the 

p o r o s i t y . W e l l , the p o r o s i t y i s developed a l o t 

b e t t e r . 

But even though the whole — the whole 

s e c t i o n i s -- i t ' s a l l heterogeneous. I t ' s low 

perm, low p o r o s i t y . The o n l y d i f f e r e n c e i n the --

i n the Paddock, the p o r o s i t y s t i c k s out a l i t t l e b i t 

b e t t e r , so t h a t was k i n d of an obvious t h i n g t o k i n d 

of t e s t , and i t ' s been t e s t e d and produced f o r many 
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years . 

U n t i l j u s t r e c e n t l y the B l i n e b r y has 

been -- has been added, and we have been prod u c i n g 

from the — from the bottom p a r t . So f o r Concho's 

purposes, f o r economic reasons, we're prod u c i n g t h e 

whole -- the whole i n t e r v a l i t s e l f . 

Q. Now, you have been d e s c r i b i n g the v e r t i c a l 

e x t e n t of the — of the Yeso. Has — do you b e l i e v e 

t h a t Concho and the o t h e r o p e r a t o r s i n these pools 

have d e f i n e d — f u l l y d e f i n e d t he h o r i z o n t a l e x t e n t 

of t h i s s h e l f ? 

A. Have we d e f i n e d the h o r i z o n t a l e x t e n t ? 

No. We're s t i l l -- we're s t i l l -- we are s t i l l 

t r y i n g t o f i n d t h e e x t e n t of the p l a t e i t s e l f , so 

t h e r e i s s t i l l a l o t of room t o r u n . So t h i s p l a t e 

i s — i t ' s b e i n g pushed n o r t h e r n , t o the n o r t h e r n 

l i m i t s , as t o the western and t o the e a s t e r n l i m i t s . 

So t h e r e ' s s t i l l — t h e r e ' s s t i l l s t u f f f o r us t o 

i d e n t i f y and t o best develop i t , whether i t be 

h o r i z o n t a l or v e r t i c a l l y . 

Q. And as you step o u t, f o r example, t o the 

n o r t h e r n boundary, do you s t i l l r un logs and conduct 

o t h e r types of a n a l y s i s when you're s t e p p i n g out? 

A. Yes, we do. The m a j o r i t y of the w e l l s 

t h a t we d r i l l t h r o u g h here, we s t a r t out d r i l l i n g , 
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l o g g i n g , d o i n g t he open-hole l o g s , doing -- r u n n i n g 

mud l o g s , d o i n g our normal t y p i c a l l o g g i n g runs t o 

i d e n t i f y t he pay. 

I have been working on t h i s p a r t i c u l a r 

f o r m a t i o n f o r t h e l a s t f o u r years, so we've come a 

lo n g way. We have l e a r n e d a l o t . 

P a r t of our e v a l u a t i o n , as we step -- step 

out i n the boundaries going n o r t h and east and west, 

we do run open-hole l o g s . We do have mud l o g g e r s . 

We do al s o c u t cores because, agai n , the economic 

parameters are r e a l s e n s i t i v e , once you s t a r t t o get 

i n t o the economic boundaries of those p l a t e s . 

I f you r e c a l l back t o the f i r s t -- the 

r e g i o n a l map, you know, the f a i r w a y of t h a t p l a y i s 

r o u g h l y two t o t h r e e m i l e s l o n g . The good s t u f f , 

anyway, t h a t we — t h a t we have d i s c o v e r e d , goes — 

you know, and i t f o l l o w s t h a t n o r t h w e s t s h e l f . 

But t h a t ' s i d e n t i f i e d -- the southern p a r t 

of t h i s p l a y i s i d e n t i f i e d by the northwest s h e l f . 

I t drops down, and those -- and the bottom p a r t of 

the Yeso becomes r e a l s i l t y . 

I f you w i l l l o ok a t t h i s w e l l here, Number 

5, you can see t h a t l i t t l e y e l l o w s t u f f i n t h e r e . 

Those are s i l t s t h a t we have i d e n t i f i e d . We have — 

we have t e s t e d a bunch of those w e l l s . They have a 
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l o t of s i l t s i n those w e l l s . And yes, they do 

produce some o i l . 

But the problem w i t h those s i l t s i s t h a t 

t h e y produce a l o t of water. And you know, we don't 

get any money f o r . w a t e r . You know, we have t o pay 

t o get r i d of t h e water. So o b v i o u s l y , we want t o 

s t a y away from those s i l t s . And so t h a t ' s why our 

boundary i s p r e t t y w e l l d e f i n e d f o r us. 

And we w i l l c o n t i n u e t o t e s t the southern 

l i m i t s u n t i l we f e e l c o m f o r t a b l e and can draw a l i n e 

i n the sand, so t o speak, and say, "We're done on 

t h e southern end." 

As we move t o t h e n o r t h e r n edge, you w i l l 

see and note t h a t t h e o v e r a l l i n t e r p r e t a t i o n of the 

l o g s , as we go f a r t h e r n o r t h , tend t o get — tend t o 

get more and more t i g h t . The p o r o s i t y i s not as 

w e l l developed. Things are not l o o k i n g as good as 

t h e y should be, but t h a t ' s not s t i l l s t o p p i n g us 

from moving f o r w a r d and c o n t i n u i n g t o push the 

n o r t h e r n boundaries. 

The o n l y way we're going t o f i n d o u t , 

because -- as I ' l l demonstrate i n a l i t t l e b i t , logs 

don't always t e l l t he whole s t o r y . So sometimes we 

have t o do i t by s e t t i n g p i p e and then p r o d u c i n g i t 

t o r e a l l y know what the boundaries of t h a t -- of the 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4 t h S t r e e t , NW, S u i t e 105, Albuquerque, NM 87102 

( 505 ) 843-9241 



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 

economic — t h e economics of t h a t w e l l . 

Q. Now on t h a t note, Mr. Reyes, when you're 

t a l k i n g about — p a r t i c u l a r l y when you are at what 

you c a l l t h e f a i r w a y of t h e Yeso, do you al s o run a 

f u l l s u i t e of logs when you're i n the f a i r w a y , or 

what do you? What does Concho do t o determine i t s 

w e l l l o c a t i o n s and i t s p e r f o r a t i o n s of i t s w e l l s ? 

A. W e l l , t h a t ' s a good q u e s t i o n . When we 

i n i t i a l l y s t a r t e d d r i l l i n g on t h i s p r o p e r t y we ran 

q u i t e a few open-hole l o g s , and we ran the mud l o g s . 

As we — as we c o n t i n u e d our -- our 

development of these w e l l s , we -- we s t a r t e d 

d r i l l i n g 10-acre l o c a t i o n s . W e l l , t h i s becomes a 

s t a t i s t i c a l p l a y , and so we don't n e c e s s a r i l y need 

a l l of the data t o f i g u r e out what a 10-acre 

l o c a t i o n i s going t o do f o r us. I t ' s going t o be 

t h e r e . That 1,200-foot of s e c t i o n i s going t o be 

t h e r e . 

And I ' l l demonstrate here i n the next few 

s l i d e s t h a t t he l o g s , even on a w e l l — a w e l l next 

t o each o t h e r , t h a t t h e — t h e dynamics of the l o g s , 

i t v a r i e s q u i t e a b i t . But at the end of the day i t 

r e a l l y doesn't make a whole l o t of d i f f e r e n c e . 

So again as we s t a r t e d , we pr o b a b l y d r i l l 

more than 50 p e r c e n t open-hole logs and then 
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case-hole l o g s . 

And then as of t h i s year, we are pr o b a b l y 

l o g g i n g open-hole log s on maybe 30 pe r c e n t of the 

w e l l s , and then 60, 70 p e r c e n t of case-hole l o g 

w e l l s . 

Again, because t h i s i s -- we're on a 

development stage, and t h e r e i s no need f o r us t o 

do -- spend t h e k i n d of money, because i t does cost 

more money t o run an open-hole l o g . I t does cost 

money t o have t h e mud l o g g e r and so on and so on. 

And so as you are d e v e l o p i n g and t r y i n g the i n - f i e l d 

d r i l l i n g you don't -- you don't have those 

e x p e n d i t u r e s . Again t h e bottom l i n e f o r economics, 

i t j u s t makes common sense. 

Q. Let's go t o Concho E x h i b i t Number 9. 

A. Okay. 

T a l k i n g about l o g s and what we do and how 

we i n t e r p r e t them and s t u f f , t h i s i s -- t h i s -- what 

you're seeing here — and t h i s i s i n Loco H i l l s , i n 

the Loco H i l l f i e l d s i n 70/30. 

The y e l l o w j u s t demonstrates where our 

acreage p o s i t i o n i s a t . B u r n e t t has the m a j o r i t y of 

t h i s -- t h i s i s p a r t of t h e i r f i e l d and t h e i r 

development. I j u s t wanted t o compare apples t o 

apples, and k i n d of show you some of t h e i r logs and 
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k i n d of compare them t o some of our l o g s . So 

t h e r e ' s no -- you know we're t a l k i n g the same type 

of d e a l . 

I f you'd go t o t h e next s l i d e , t h i s i s two 

w e l l s here t h a t I've p i c k e d . These are 40-acre 

s e c t i o n s . So t h i s i s — I guess you would c a l l i t a 

40-acre development, even though t h e y ' r e not 

c e n t e r e d on t h e 40. But r o u g h l y , t h e y ' r e 40-acre 

l o c a t i o n s . 

So we w i l l go on t o t h e next s l i d e . They 

are a l i t t l e hard t o see here. But again, you have 

them i n your books. What I'm -- what I'm t r y i n g t o 

show here a g a i n , the same ty p e of d e a l . You have 

got — the San Andres i s above here ( i n d i c a t i n g ) , 

which we are not t a l k i n g about t h a t today. 

The G l o r i e t a i s , a g a i n , t h a t l i t t l e s i l t 

r i g h t above t h e Yeso. 

Again, the Paddock i s up here ( i n d i c a t i n g ) 

i n the upper t h i r d of t h e s e c t i o n , and then the 

B l i n e b r y down a t the bottom here ( i n d i c a t i n g ) . 

Again, these are 40 — these are about 40 

acres a p a r t . So you know, k i n d of a t y p i c a l k i n d of 

development i f you were j u s t d r i l l i n g on 40s. 

But what I want t o pay a t t e n t i o n t o i s 

the -- t o t h e l o g c h a r a c t e r s . Even though on 40 
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acres y o u ' l l see t h a t t he w e l l t o t h e l e f t , the 

green p a r t r i g h t t h e r e ( i n d i c a t i n g ) , t he p o r o s i t y i s 

p r e t t y w e l l developed. I mean t h a t — t h a t would be 

a n o - b r a i n e r f o r us t o set pi p e and go d r i l l and 

produce from t h a t w e l l . 

And the bottom t w o - t h i r d s , you w i l l see 

where the p o r o s i t y down t h e r e tends t o be p r e t t y 

t i g h t , p r e t t y low perm. W e l l , t h e whole -- the 

whole s e c t i o n i s p r e t t y low perm. The p o r o s i t y i s a 

l i t t l e b i t b e t t e r a t the t o p , but low perm 

t h r o u g h o u t . 

And f o r many, many years everybody has 

bypassed t h i s bottom t w o - t h i r d s u n t i l -- u n t i l 

r e c e n t l y , w i t h b e t t e r f r a c designs and being able t o 

produce from r e a l l y t i g h t r o ck, we have been able t o 

go i n here and add the bottom t w o - t h i r d s of the 

Yeso. So when you add the p r o d u c t i o n from the 

bottom t w o - t h i r d s and t h e p r o d u c t i o n from here 

( i n d i c a t i n g ) , your economics t u r n out t o be p r e t t y 

good. 

Again, j u s t — t h i s i s a l o g showing 

w i t h i n 40 acres, you know, i t does change. So 

t h a t ' s r e a l l y not a r e a l l y s u r p r i s i n g e x h i b i t I am 

showing here. 

One of t h e t h i n g s I w i l l p o i n t out t o you. 
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i s , u n f o r t u n a t e l y f o r ' B u r n e t t , i n my o p i n i o n , i f I 

were w o r k i n g f o r them I would take a t l e a s t a couple 

hundred f e e t t h i c k -- lower, j u s t so we can see on 

l o g s where t h e -- where the t o p of t h e Tubb i s . So 

t h a t way you can i d e n t i f y the -- you c u t and 

i d e n t i f y t h e whole -- the whole Yeso s e c t i o n . 

Sometimes we w i l l -- we w i l l p ut a p e r f as 

c l o s e as we can t o the bottom so t h a t we can 

maximize t h e whole s e c t i o n of the Yeso. I t ' s j u s t 

something t h a t we do, as f a r as p a r t of our 

e v a l u a t i o n i n p r o d u c i n g t h i s w e l l . 

Q. And I t h i n k i n the next s l i d e we go 

a c t u a l l y t o E x h i b i t 9, the t h i r d page of E x h i b i t 9. 

What i s t h i s s l i d e ? 

A. Again j u s t p o i n t i n g out -- going back. 

Here i s our two w e l l s t h a t we j u s t t a l k e d about. 

And again, t h e y were on 40s, and t h e r e was some --

n o t h i n g s u r p r i s i n g about the d i f f e r e n c e s i n t h e l o g 

c h a r a c t e r . 

We're going t o move over here i n t o our — 

our le a s e , and we're going t o take on — I t r i e d t o 

get as c l o s e as I c o u l d t o — here a g a i n , t h e w e l l s 

are here ( i n d i c a t i n g ) , and we're r i g h t here 

( i n d i c a t i n g ) . 

Now what I want t o demonstrate here i s , 
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these are t h r e e w e l l s , and they are k i n d of — 

t h e y ' r e not g o i n g across or up and down. They're 

k i n d of -- I t r i e d t o do them i n an L-shape t o k i n d 

of g i v e you an idea what we're t a l k i n g about. 

Now, we're t a l k i n g about 10-acre spacing. 

We're going t o be showing you what t h e logs look 

l i k e as we get c l o s e r and c l o s e r t o g e t h e r t o each 

one. So now we're l o o k i n g a t a 10-acre spacing. 

Q. Okay. Let's go t o Concho E x h i b i t 

Number 11. 

A. These are e l e c t r o w e l 1 s , and I can't -- 47, 

45. I can't remember — I can't — again, I can't 

read -- see from t h a t f a r . But i t ' s v e r y w e l l 

i d e n t i f i e d . Here a t t h e t o p you saw where t h e y ' r e 

a t . They're 10 acres a p a r t . 

This — t h i s ..e x h i b i t , a l l we're t r y i n g 

t o — a l l we're t r y i n g t o show, a g a i n , as we get 

c l o s e r and c l o s e r , you would t h i n k t h e logs and the 

c h a r a c t e r i z a t i o n of the logs would look p r e t t y darn 

s i m i l a r . 

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

I t ' s heterogeneous. I t ' s r e a l l y hard t o go i n t h e r e 

and s t a r t p i c k i n g , you know, p o r o s i t y spikes and 

say, you know, here's t h i s p o r o s i t y , t h i s p o r o s i t y , 

t h i s p o r o s i t y , and here's where the pay zone i s . 
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They are the same t h i n g over here. 

So we don't r e a l l y -- we don't 

d i s c r i m i n a t e , as f a r as where our p o r o s i t y i s going 

t o be at because aga i n , we're t a l k i n g about having a 

v e r t i c a l , a t h i c k v e r t i c a l s e c t i o n w i t h r e a l l y t i g h t 

rock t h a t ' s v e r y t i g h t , v e r y low perm. So t h a t 

makes up f o r the d i f f e r e n c e s of how you're able 

t o — t o produce the k i n d of volumes of o i l t h a t 

we're g e t t i n g . 

So again — agai n , we take our w e l l s a l l 

the way down t o the bottom, t o the Tubb, t o i d e n t i f y 

t he whole s e c t i o n t o know what we're g e t t i n g a t . 

Okay. Now, i f we go back and you look a t 

t h i s w e l l here i n t h e Paddock — again, t h i s i s one 

of the b e t t e r -- t h e b e t t e r p a r t of the zone. And 

you're l o o k i n g a t t h e — a t t h e l o g i n t e r p r e t a t i o n . 

This one i n the middle looks p r e t t y good. You can 

see a l l the green, you can see a l l the p o r o s i t y . I t 

looks p r e t t y darn good. 

You look a t t h e w e l l over here, the 

p o r o s i t y i s a t t h e bottom. The top doesn't look so 

hot . 

The w e l l on t h e r i g h t , again, i t looks 

p r o b a b l y worse than a l l t h r e e , then you've got a 

l i t t l e p o r o s i t y down t h e r e . 
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That would not discourage us t o set pipe 

and then t r y t o make a producer out of t h a t . As a 

ma t t e r of f a c t , of a l l t h e w e l l s t h a t we have been 

d r i l l i n g , we have y e t not t o set p i p e on any w e l l 

t h a t we've d r i l l e d . And they -- t h e y ' r e a l l 

p r o d u c i n g o i l . 

The p o i n t I'm t r y i n g t o make here, again, 

t h i s i s 10 acres, so a s t a t i s t i c a l p l a t e , low perm, 

low p o r o s i t y . You can't determine what's going t o 

happen w i t h — you know, w i t h i n the next 10 acres i f 

you're going t o -- d o i n g l o g i n t e r p r e t a t i o n here. 

That's where the case-hole l o g s i s k i n d of -- k i n d 

of jumps i n f o r us. 

So what we're going t o do i s , we're going 

t o p e r f o r a t e the m a j o r i t y of t h i s bottom p a r t of the 

t w o - t h i r d s . And of course we're going t o — and 

then add the Paddock a t some p o i n t , or we're going 

t o — as a co m b i n a t i o n of b o t h . That's determined 

by our p r o d u c t i o n e n g i n e e r s . 

I want t o go ahead and conclude here. 

F i n a l l y , you would — i f you had t o put your 

money — and I approach you guys as, "Hey — hey, 

Rich a r d , g i v e me a — g i v e me a m i l l i o n d o l l a r s . 

I'm going t o — and I ' l l l e t you p i c k any of these 

t h r e e w e l l s , and you've got a working i n t e r e s t , 
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which ones are you going t o want?" 

More than l i k e l y , being the smart engineer 

t h a t you are, you're going t o say, "Wow, I l i k e t h i s 

one i n the mid d l e . That looks l i k e a home r u n . " 

But the f a c t of the matt e r i s , the w e l l t o 

your r i g h t i s your best w e l l t h a t we're going t o — 

t h a t ' s going t o produce. 

The w e l l here i n the middle we have 

c a l c u l a t e d i s going t o EUR about 73,000 b a r r e l s , 

and — I can't read t h a t f a r — and maybe 

200 m i l l i o n c u b i c f e e t of gas. 

The w e l l over here ( i n d i c a t i n g ) t h a t looks 

a l i t t l e — even looks a l i t t l e b e t t e r than t h i s 

one, t h a t one i s going t o make a l i t t l e b i t — t h a t 

one i s going t o c a l c u l a t e about 70,000 b a r r e l s and 

200 m i l l i o n c u b i c f e e t of gas. 

I f we look a t t h e w e l l s over here 

( i n d i c a t i n g ) , you are l o o k i n g a t about 100 -- about 

100 m i l l i o n -- 100,000 b a r r e l s of o i l , and -- i n 

a s s o c i a t e d gas. 

So here's your winner r i g h t here 

( i n d i c a t i n g ) . Again, i f you go -- s t r i c t l y went by 

l o g s , you're going t o p i c k p r o b a b l y the wrong one. 

And again, we're t a l k i n g about 10-acre l o c a t i o n s . 

Q. Thank you. 
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Mr. Reyes, based on the data t h a t you have 

reviewed f o r us today, what are your g e o l o g i c 

c o n c l u s i o n s ? 

A. My g e o l o g i c c o n c l u s i o n s are: 

This i s the s t a t i s t i c a l p l a t e . We d r i l l a 

l o t of w e l l s . We f e e l we have a good handle on — 

as f a r as the f a i r w a y , what we can expect from 

w e l l s . 

We know t h a t you can't determine what t h e 

w e l l i s going t o produce from j u s t the l o g 

i n t e r p r e t a t i o n , u n t i l i t ' s a c t u a l l y going i n t o 

the — i n t o t h e ta n k s . 

This i s low perm, low p o r o s i t y , 

heterogeneous. And so d r i l l i n g on 10 acres i s 

pro b a b l y the best t h i n g f o r us t o do, and a l l the 

managers defend, as f a r as the 10 acres, i t ' s the 

best t h i n g do t o . 

Al s o , i f you d r i l l 10-acre l o c a t i o n s i t 

r e a l l y sets up f o r secondary coverage. So t h a t ' s 

something t h a t we're — t h a t we're c u r r e n t l y working 

on, and h o p e f u l l y we are s u c c e s s f u l i n doing t h a t . 

So at the end of the day we — we have captured 

a l l -- what we can f o r t h e whole s e c t i o n of the Yeso 

data on 10-acre l o c a t i o n s , and then we have the 

secondary r e c o v e r y t o f i n i s h i t a l l up. 
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Q. I n y o u r o p i n i o n , w i l l t h e g r a n t i n g o f 

Concho's a p p l i c a t i o n be i n -the b e s t i n t e r e s t o f 

c o n s e r v a t i o n , t h e p r e v e n t i o n o f w a s t e , and t h e 

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

A. Yes. 

MS. MUNDS-DRY: W i t h t h a t , Mr. Examiner, I 

move t h e a d m i s s i o n o f E x h i b i t s 40, and 7 t h r o u g h 11 

i n t o e v i d e n c e . 

MR. CAMPBELL: Which ones? 

MS. MUNDS-DRY: E x h i b i t Number 40, and 

t h e n E x h i b i t Number 7 t h r o u g h 1 1 . 

MR. GRABLE: Those a r e t h e ones he 

t e s t i f i e d t o ? 

MS. MUNDS-DRY: Yes, s i r . 

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

TECHNICAL EXAMINER EZEANYIM: Any 

o b j e c t i o n ? 

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

MS. MUNDS-DRY: Pass t h e w i t n e s s . 

TECHNICAL EXAMINER EZEANYIM: At t h i s 

t i m e , E x h i b i t 40, and t h e n 7 t h r o u g h 11 w i l l be 

a d m i t t e d . Okay. 

LEGAL EXAMINER BROOKS: Okay. The w i t n e s s 

was passed a t 9:51. 

TECHNICAL EXAMINER EZEANYIM: Okay. Now 
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a t t h i s p o i n t I w i l l beg you we t a k e a 10 - m i n u t e 

b r e a k , so w e ' l l come back. 

(A r e c e s s was t a k e n f r o m 9:53 a.m. t o 

10:05 a.m.) 

TECHNICAL EXAMINER EZEANYIM: A l l r i g h t . 

L e t ' s go back on t h e r e c o r d . 

A t t h i s p o i n t C ounsel w i l l pass t h e 

w i t n e s s , r i g h t ? 

MS. MUNDS-DRY: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: Okay. 

Mr. G r a b l e ? 

LEGAL EXAMINER BROOKS: Okay. We're 

s t a r t i n g a t 10:04. 

EXAMINATION 

BY MR. GRABLE: 

Q. How l o n g have you worked f o r Concho? 

A . E i g h t y e a r s . 

Q. On y o u r f i r s t b i g a r e a p l a t , do you have 

any knowledge t o shed on what i s Concho's n e t a c r e 

p o s i t i o n on t h e s e y e l l o w shaded a r e a s ? 

A. Net a c r e s ? 

Q. Yes. Are t h e s e g r o s s a c r e s ? 

A. Th a t i s c o r r e c t , g r o s s a c r e s , y e s , s i r . 

Whether we have 100 p e r c e n t o r 1 p e r c e n t , i t ' s --

t h a t ' s what i t i s . 
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Q. And i t extends f a r beyond the southern 

l i m i t of the Yeso p l a y , does i t not, down i n the 

basin? 

A. Our acreage p o s i t i o n ? 

Q. Yes. 

A. Yes, s i r . That -- t h a t shows what's 

w i t h i n t h a t window of da t a . We have more acreage 

t h a t i s a l l the way down t o the Texas b o r d e r . So... 

Q. And beyond, probably? 

A. And — p r o b a b l y , yes, s i r . 

Q. But as a g e o l o g i s t , you are not t e l l i n g 

t he d i v i s i o n t h a t any of t h i s acreage down here 

south of where t h e heavy development i s has any 

p r o d u c t i v i t y i n the Yeso? 

A. You are c o r r e c t . That i s not q u a n t i f i e d 

as Yeso p o t e n t i a l . A l l i t i s , i t ' s a l a y e r w i t h i n 

our database, and we j u s t p i c k e d up, you know, our 

acreage p o s i t i o n and threw i t on t h e r e . 

Q. But you've f a l l e n o f f the s h e l f — 

A. A b s o l u t e l y . 

Q. -- go i n g thousands of f e e t ? 

A. Yes, s i r . 

Q. A l l r i g h t . Now your counsel d i d n ' t make 

i t an e x h i b i t , but I wrote down some of the 

s t a t i s t i c s t h a t you t e s t i f i e d t o . 
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And what I had w r i t t e n down i s t h a t Concho 

has -- operates about 1,600 v e r t i c a l w e l l s i n the 

Yeso. 

A. That i s -- t o my knowledge, yes. 

Q. How many of those has Concho d r i l l e d 

versus ones t h a t i t purchased from Mack or Marbob? 

A. I -- I don't know. 

Q. Do you have any b a l l p a r k e s t i m a t e of how 

many w e l l s you've d r i l l e d ? 

A. Boy, you know, I don't know. We have 

d r i l l e d — we have a v e r y a g g r e s s i v e d r i l l i n g 

program, we have f o r t h e l a s t f o u r years. So 

keeping up w i t h numbers l i k e t h a t i t ' s p r e t t y hard 

t o do . 

Q. Quit e a few of those w e l l s are w e l l s t h a t 

Concho d i d not d r i l l ? 

A. Qui t e a few? I don't know what -- more 

than 50 per c e n t ? I -- I can't answer t h a t . 

Q. Okay. W e l l , you can't t e l l us, th e n , how 

many of t h e 1,600 are C o n c h o - d r i l l e d w e l l s versus 

Marbob or M a c k - d r i l l e d d r i l l s ? 

A. That i s c o r r e c t . But I a l s o s t a t e d 

t h e y ' r e o p e r a t e d w e l l s , not d r i l l e d w e l l s by Concho. 

Q. So of the -- l e t ' s see. You s a i d you had 

69 w e l l s w i t h s i d e w a l l cores and 9 w e l l s w i t h 
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c o n v e n t i o n a l cores? 

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

Q. Did Concho take those core samples or were 

t h e r e cores done by Mack or Marbob? 

A. I t ' s a combin a t i o n of b o t h . 

Q. Do you know where those — where t h a t core 

data i s l o c a t e d across the a e r i a l e x t e n t of your 

Concho development? 

A. Yes, I do. 

Q. But you haven't p r e s e n t e d a n y t h i n g today? 

A. W e l l , you know we're t a l k i n g a l a r g e area 

t h a t we are t a l k i n g about f o r — we have cores from, 

I mean, a l l across our p l a y . So I d i d not b r i n g 

you -- I can f u r n i s h you t h a t , but I -- I don't -- I 

d i d n ' t -- I don't know how --

Q. W e l l , Concho has a p p l i e d t o change the 

r u l e s i n 12 p o o l s . Do you know how many of those 

cores came from w e l l s w i t h i n t he 12 pools t h a t ' s t he 

s u b j e c t of the Concho a p p l i c a t i o n ? 

A. I cannot t e l l you a t t h i s moment — at 

t h i s moment, no, s i r . 

Q. Do you know whether any of those cores 

were u t i l i z e d i n the dr a i n a g e area c a l c u l a t i o n s t h a t 

Concho has i n c l u d e d i n i t s e x h i b i t s ? 

A. Can you re p e a t t h e qu e s t i o n ? 
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Q. D i d you p a r t i c i p a t e a t a l l i n t h e work 

t h a t wound up as, I b e l i e v e -- my e x h i b i t s a r e n ' t 

numbered, b u t I b e l i e v e i t ' s E x h i b i t 38. I t ' s t h e 

l a s t one i n my book t h a t i s c a p t i o n e d "Yeso S h e l f 

Area D r a i n a g e C a l c u l a t i o n s . " 

A. Okay. 

Q. D i d you p a r t i c i p a t e i n any o f t h a t work? 

A. I d i d n o t p e r s o n a l l y p a r t i c i p a t e i n t h a t . 

Q. D i d you f u r n i s h any c o r e d a t a f o r t h a t 

wor k ? 

A. Core d a t a i s f u r n i s h e d f o r t h a t — f o r 

t h a t p u r p o s e , y e s , s i r . 

Q. So — okay. You know t h a t c o r e d a t a was 

used f o r t h a t E x h i b i t 38? 

A. T h a t ' s c o r r e c t . 

MR. GRABLE: Ms. Munds-Dry, may I ask --

or maybe I ' l l ask t h e l e g a l e x a m i n e r . 

We have n o t been f u r n i s h e d any o f t h a t 

d a t a . C o u l d we g e t t h e c o r e d a t a i n f o r m a t i o n t h a t 

t h e y used i n E x h i b i t 38? 

LEGAL EXAMINER BROOKS: W e l l , we've had 

l o t s o f i s s u e s o f what i s d i s c o v e r a b l e and what's 

p r o p r i e t a r y . So p e r h a p s I w o u l d l i k e t o g e t a 

re s p o n s e f r o m Concho's a t t o r n e y . 

MS. MUNDS-DRY: I w o u l d assume -- and I 
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haven't -- I would have t o t a l k w i t h -- confer w i t h 

my c l i e n t . But I would assume we con s i d e r t h a t very 

much p r o p r i e t a r y . That i s not t r a d i t i o n a l l y handed 

over . 

MR. GRABLE: Can they c o n f e r over the 

lun c h hour and l e t us know i f t h e y ' l l l e t us know 

what i t i s or not? 

LEGAL EXAMINER BROOKS: Okay. I f you w i l l 

g i v e me a response as t o what your p o s i t i o n i s on 

t h i s i s s u e a t t h e b e g i n n i n g of t h e a f t e r n o o n 

s e s s i o n , then maybe we can address i t . 

MS. MUNDS-DRY: We w i l l do so. 

Q. (By Mr. Grable) Okay. W e l l , l e t ' s t a l k 

about open-hole l o g s . 

I don't b e l i e v e you mentioned open-hole 

log s i n your r e c i t a t i o n of your s t a t i s t i c a l 

i n f o r m a t i o n , but I want t o ask you o n l y about w e l l s 

d r i l l e d by Concho, not Marbob or Mack w e l l s . 

Do you know what percentage of w e l l s 

Concho d r i l l s on which i t runs an open-hole l o g 

s u i t e ? 

A. Yeah. I d i d -- I d i d mention t h a t , f o r 

the r e c o r d , t h a t we do run open-hole logs and how we 

have c o n v e r t e d t o d r i l l i n g more and more, or l o g g i n g 

more case-hole w e l l s , as we do more and more 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4th S t r e e t , NW, S u i t e 105, Albuquerque, NM 87102 

(505)843-9241 



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 

i n - f i e l d 10-acre l o c a t i o n s because you know -- you 

know, c o s t - w i s e and whatnot. 

Q. Was i t your t e s t i m o n y t h a t Concho runs 

open-hole logs i n about 30 p e r c e n t of i t s w e l l s i t 

d r i l l s ? I heard a 30 pe r c e n t number somewhere i n 

your t e s t i m o n y . 

A. So you are r e c a l l i n g p a r t of what I s a i d . 

Yes, s i r , t h a t i s c o r r e c t . 

As of t h i s year, and we are i n -- we are 

i n May, we p r o b a b l y d r i l l e d around 100, 150 w e l l s --

125, 150 w e l l s . I t ' s k i n d of hard t o keep t r a c k of 

t h a t s t u f f . But I would say about 30 percent are 

open-hole l o g s , and then t h e o t h e r 70 are case-hole 

logs . 

Now when we s t a r t e d t h i s program i n 2007, 

more than 50 p e r c e n t of our w e l l s t h a t we logged 

were open-hole l o g s . So we do have a l a r g e 

i n v e n t o r y of open-hole logs t h a t Concho l o g s . 

Q. That's your — your c u r r e n t p r a c t i c e i s t o 

l o g about t h r e e of t e n , as f a r as open-hole logs? 

A. You know, s i r , t h a t — t h a t changes and i t 

v a r i e s on our p r i o r i t i e s as we d r i l l . 

W i thout g i v i n g you a whole l o t of d e t a i l s , 

as our f u t u r e d r i l l i n g commitments and p r o p e r t i e s 

t h a t we're p l a n n i n g c u r r e n t l y t o , you know, extend 
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and expand our p l a y , f o r me t o t e l l you t h a t ' s what 

we're going t o c o n t i n u e doing, i t would be — you 

know, t h a t would be guessing. 

L i k e I t e s t i f . i e d , you know, as we d r i l l , 

as we step out t o t h e n o r t h and we step out i n 

e i t h e r d i r e c t i o n east or west, we do run open-hole 

l o g s , because we do -- you know, t h a t -- t h a t i s 

p a r t of our keeping i n p r a c t i c e — you know we want 

t o have t h a t data so t h a t we can — we can have — 

we can i n t e r p r e t them f o r our model. 

Q. Okay. Now, I b e l i e v e t h e PowerPoint s l i d e 

t h a t your counsel put up showed t h a t COG has 220 mud 

l o g s . Do you r e c a l l t h a t number? 

A. Yes, s i r , I do. 

Q. How many of those d i d Concho run versus 

t h a t you i n h e r i t e d i n the a c q u i s i t i o n s from Mack and 

Marbob? 

A. I don't have t h a t breakdown, s i r . 

Q. What i s your company's c u r r e n t p r a c t i c e 

w i t h r e s p e c t t o r u n n i n g a mud l o g on a new w e l l t h a t 

you d r i l l ? 

A. We — i t i s determined by the g e o l o g i s t , 

i s how we determine whether we're going t o run mud 

logs or not . 

Q. 22 -- 220 out of 1,600 i s somewhere around 
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12 or 13 p e r c e n t . I t ' s a l o t l e s s t h a n 30 p e r c e n t . 

I s i t t r u e t h a t you r u n f e w e r mud l o g s 

t h a n you do o p e n - h o l e l o g s ? 

A. I f you go by t h o s e s t a t i s t i c s , p r o b a b l y . 

Q. I'm t r y i n g t o see what y o u r e v i d e n c e was. 

I mean t h a t was t h e number I w r o t e down. I d o n ' t 

have t h e s l i d e s . 

A. And t h a t ' s what I t e s t i f i e d t o . So I 

d o n ' t know, i s i t 1 p e r c e n t o r 3 p e r c e n t , b u t 

t h a t ' s -- t h a t ' s what i t i s . 

MR. GRABLE: Can we p u t up what --

Ms. Munds-Dry -- t h a t l a r g e c r o s s - s e c t i o n he 

t e s t i f i e d t o ? I b e l i e v e i t ' s E x h i b i t 8, b u t y o u r 

s l i d e s d o n ' t have numbers on them. 

Q. (By Mr. G r a b l e ) D i d you do t h e 

c o r r e l a t i o n s on t h i s c r o s s - s e c t i o n ? 

A. I d o n ' t know i f I -- i f I p i c k e d a l l o f 

them. And t h e r e a s o n I say t h a t i s t h a t I -- t h e r e 

a r e two o t h e r g e o l o g i s t s under my s u p e r v i s i o n , a l o n g 

w i t h geo t e c h s . And we s u b d i v i d e o u r a r e a s t o 

d i f f e r e n t — t o d i f f e r e n t g e o l o g i s t s . 

So i t ' s a t t h e i r d i s c r e t i o n t o p i c k -- t o 

p i c k t h e t o p s , f o r o b v i o u s r e a s o n s . And so t h a t ' s 

t a k e n -- t h a t i s p u t i n t o o u r l a r g e d a t a b a s e , and so 

t h a t ' s — i s t h e o u t p u t t h a t we have. So... 
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Q. I'm s o r r y , I don't know i f t h e r e was an 

answer i n t h e r e . 

Can you- t e l l me, yes or no, t h a t you 

p i c k e d a l l of t h e B l i n e b r y tops on t h i s 

c r o s s - s e c t i o n ? 

A. Probably n o t . 

Q. Do you t h i n k t h a t d e p i c t i o n of the 

s t r a t i g r a p h y t h e r e i s accurate? 

A. For the most p a r t . 

Q. What p a r t i s i n a c c u r a t e ? 

A. W e l l , t h e i n a c c u r a t e p a r t would be --

would be p r o b a b l y l i k e t h i s w a l l r i g h t here 

( i n d i c a t i n g ) . You know, t h e r e ' s not enough s e c t i o n 

t o say t h a t , r e a l l y , t h a t p o i n t i s t h e r e . 

I had mentioned t h a t t h e way we p i c k e d t he 

B l i n e b r y i n t e r n a l l y , you know, we c o u l d have e a s i l y 

taken out t h i s l i n e i n here ( i n d i c a t i n g ) , and j u s t 

c a l l e d the whole t h i n g as a Yeso. 

But t h i s i s an i n t e r n a l p i c k t h a t Concho 

uses as a p i c k . I t ' s a l i t t l e s i l t t h a t ' s about 10 

f e e t t h i c k . I t ' s p r e t t y r e g i o n a l t h r o u g h o u t . And 

t h e r e ' s places where i t ' s p r e t t y hard t o d e t e c t and 

p i c k out where t h a t l i t t l e s i l t i s . So sometimes 

the r o y a l dump f o r us i s r o u g h l y 300 f e e t below the 

top of the Paddock. 
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So you know as you go al o n g and you k i n d 

of p i c k out where you can, y o u ' l l know -- again, 

t h i s one i s k i n d of s h o r t . But you know, t h a t one 

maybe c o u l d have gone -- you know, t h a t ' s p r o b a b l y 

f a i r l y c l o s e , I guess. 

Over here ( i n d i c a t i n g ) , as you get c l o s e r 

t o the s h e l f edge, as I t a l k e d about the s i l t coming 

i n , you s t a r t -- you know, we are t r y i n g t o p i c k 

where the t o p of the carbonate i s , not — not so 

much -- I mean sometimes when you get cl o s e t o the 

bottom, the B l i n e b r y p i c k can be done i n here 

( i n d i c a t i n g ) because of a l l of these s i l t s . 

So o v e r a l l , yeah, the p i c k s are -- I'm 

p r e t t y s a t i s f i e d w i t h our p i c k s . 

Q. Do you t h i n k t h i s i r r e g u l a r s t r a t i g r a p h i c 

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

A. I t ' s f a i r l y a c c u r a t e f o r us. I mean i t 

doesn't r e a l l y determine f o r us any s t r a t i g r a p h i c 

change, a l t h o u g h t h e r e i s a b i g carbonate u n i t . So 

you know, i t ' s j u s t — agai n , i t ' s k i n d of a — i t ' s 

j u s t a p o i n t f o r us t o know where we're at i n t h i s 

s e c t i o n . 

Q. A l l r i g h t . What rocks are -- produces a 

ma t t e r of -- what rocks are p r o d u c t i v e i n these 

r e s e r v o i r s ? Are they carbonates? 
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A. Yeah. T h i s i s t h e c a r b o n a t e s e c t i o n . 

You're l o o k i n g f o r t h e d o l o m i t e s . The d o l o m i t e s i s 

where -- i s y o u r s o u r c e r o c k s , what y o u ' r e t r y i n g t o 

see. The m a j o r i t y o f t h a t s e c t i o n , i t ' s a l i m e 

m a t r i x . 

Q. So i t ' s y o u r o p i n i o n t h a t most o f t h e pay 

i n t h e s e w e l l s i s f r o m d o l o m i t e s e c t i o n s ? 

A. Th a t w o u l d be y o u r s o u r c e r o c k , y e s . 

Q. But you do n o t a t t e m p t t o c o r r e l a t e y o u r 

p e r f o r a t i o n s and f r a c t u r e s t i m u l a t i o n s t o t h o s e pay 

zones. You do them on j u s t an i n d i s c r i m i n a t e 

2 0 0 - f o o t s e c t i o n b a s i s . I s t h a t i t ? 

A. Yes, s i r . 

Q. Okay. You've m e n t i o n e d i n y o u r t e s t i m o n y 

t h e p o t e n t i a l f o r s e c o n d a r y r e c o v e r y . 

Does y o u r company now have a p i l o t 

s e c o n d a r y f l o o d i n t h i s a rea? 

A. We do. 

Q. Where i s t h a t l o c a t e d ? 

A. I t ' s i n t h e J e n k i n s l e a s e . I t ' s i n --

Q. Which p o o l ? 

A. I t ' s i n t h e Loco H i l l s p o o l . I t ' s t h e 

Yeso . 

Q. What have t h e r e s u l t s been o f t h a t , i n 

y o u r o p i n i o n ? 
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A. I'm not an e x p e r t , and I have not kept up 

w i t h i t very much. I would d e f e r t h a t q u e s t i o n t o 

Mr. P r e n t i c e . He '— he's very knowledgeable about 

t h a t . 

Q. Mr. P r e n t i c e ? Okay. 

But i f you were, as a g e o l o g i s t p i c k i n g 

c andidates f o r water f l o o d s , i f somebody, j u s t a 

f r i e n d , c a l l e d you and s a i d I've got t h i s low 

p e r m e a b i l i t y , low p o r o s i t y , s t r a t i g r a p h i c 

l e n t i c u l a r - t y p e r e s e r v o i r , t h a t wouldn't sound l i k e 

a good c a n d i d a t e f o r water f l o o d , would i t ? 

A. Again, I ' l l d e f e r t h a t t o Mr. P r e n t i c e , 

because he's the one t h a t ' s spearheading t h a t --

t h a t water f l o o d . 

Q. Can we loo k a t your — I b e l i e v e i t ' s 

E x h i b i t 9, page 3. I t ' s the t w o - B u r n e t t - w e l l 

s e c t i o n . 

Page 2. Do you know how many of B u r n e t t ' s 

w e l l s they have taken a l l the way down i n t o t he 

Tubb? 

A. No, s i r . 

Q. Did you p i c k any of the green -- or the 

curve I'm p o i n t i n g t o now ( i n d i c a t i n g ) i s a p o r o s i t y 

curve ? 

A. That's c o r r e c t . 
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Q. How were these s e c t i o n s c o l o r e d green 

picked? Did you do t h a t ? 

A. As f a r as the c o l o r ? 

Q. Yeah. I s t h a t supposed t o designate net 

pay or p o r o s i t y above a c e r t a i n l e v e l , or what's 

the — 

A. No. That i s j u s t — t h a t ' s j u s t p o r o s i t y . 

The green i s p o r o s i t y . And i f you look r e a l 

c l o s e l y , t h e r e i s a t a n c o l o r t h a t i s movable o i l . 

And then i f you look even c l o s e r , and t h e r e ' s b l u e , 

t h a t ' s water s a t u r a t i o n s . 

Q. Do you know what t h e u n i t scale i s on t h i s 

p o r o s i t y curve, how f a r out t h i s i s going? 

A. I b e l i e v e t h a t ' s a 3 per c e n t c u t o f f . 

Q. You b e l i e v e t h i s ( i n d i c a t i n g ) l i n e i s 

3 percent? 

A. I t h i n k what — a n y t h i n g t h a t ' s showing i n 

green should be p o r o s i t y over 3 p e r c e n t . 

Q. Do you know what p o r o s i t y curves were used 

t o d e r i v e these p o r o s i t i e s shown i n excess of 

3 percent? I s i t n e u t r o n or — 

A. No, those are open — open-hole l o g s . 

Q. Do you know what curve t h a t i s ? 

A. I t ' s p r o b a b l y a d e n s i t y n e u t r o n and a 

r e s i s t i v i t y l o g . I t would depend on the vendor. 
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Q. Do you know what t h i s green c o l o r i n g i s 

supposed t o r e p r e s e n t ? 

A. Those l i t t l e green markings i n the w e l l 

bore are pay f l a g s t h a t we use t o i d e n t i f y where the 

parameters f o r our -- they are pay zones. 

Q. So these would be COG's p i c k s of net pay 

f o r these two w e l l bores of B u r n e t t ? 

A. Yes . 

Q. Did you p a r t i c i p a t e i n t h e work done t o 

come t o the c o n c l u s i o n t h a t those i n t e r v a l s and 

those logs were net pay under Concho's c r i t e r i a ? 

A. Yes . 

Q. A l l r i g h t . Can we t u r n t o your 

E x h i b i t 11, ple a s e , the t h r e e - w e l l c r o s s - s e c t i o n ? 

A. (Witness complies.) 

Q. Do you know, are these l o g s t h a t were run 

by COG or logs t h a t you i n h e r i t e d from an 

a c q u i s i t i o n of Marbob or Mack? 

A. No, I b e l i e v e these w e l l s are 

Concho- d r i 1 l e d w e l l s . 

Q. Do they show t h e v i n t a g e of the w e l l s on 

top? 

A. Repeat, please? 

Q. Do you know when these l o g s were run? 

A. Were d r i l l e d ? 
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Q. Yes. 

A. I don 1 1 , s i r . 

Q. Do you know i f these logs were nor m a l i z e d , 

so they each b a s i c a l l y came back t o the same 

s t a r t i n g p o i n t f o r the data shown on them? 

A. No. Those are -- those are cased-hole 

log s . 

Q. These are a l l cased-hole logs? 

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

Q. Now, d i d you p a r t i c i p a t e i n p i c k i n g the 

p o r o s i t y over 3 pe r c e n t shown and the net pay shown 

on these t h r e e logs? 

A. When you say " p a r t i c i p a t e , " when we — 

when we get l o g s , when we d r i l l w e l l s and get l o g s , 

we have a p e t r o p h y s i c i s t , t h a t a l l he does i s gather 

the data and — and make the i n t e r p r e t a t i o n and --

and put i t i n our d a t a s e t . So I don't p h y s i c a l l y do 

i t m yself. 

Q. Do you re v i e w them t o see i f you agree 

w i t h them? 

A. Yes, s i r . 

Q. And you agreed w i t h these? 

A. Yes, s i r . 

Q. Do you c a l i b r a t e your cased-hole logs t o 

nearby open-hole logs? 
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A. I -- I d o n ' t know t h a t we do t h a t . A g a i n , 

I have a p e t r o p h y s i c i s t t h a t does t h a t , so i t w o u l d 

be a q u e s t i o n t h a t he w o u l d have t o answer. 

Q. I t w o u l d be good p r a c t i c e t o do so, 

w o u l d n ' t i t ? 

A. I w o u l d b e l i e v e so. 

Q. D i d I he a r you c o r r e c t l y s a y i n g t h a t t h e 

economic p a r a m e t e r s i n t h i s p l a t e a r e i f f y ? 

A. I s a i d t h e y c o u l d g e t i f f y as we — as we 

push t h e n o r t h e r n b o u n d a r i e s , you know, e i t h e r 

d i r e c t i o n . 

Q. And I b e l i e v e you a l s o t e s t i f i e d t h a t t h e 

b o t t o m l i n e o f a l l o f t h i s i s e c o n o m i c s , making 

economic w e l l s ? 

A. What I'm s a y i n g i s -- what I'm t r y i n g 

t o -- w e l l , t h a t ' s p a r t o f my g o a l , y e s , t o make 

i t --

Q. You d o n ' t want t o d r i l l uneconomic w e l l s ? 

A. A b s o l u t e l y . 

Q. You s a i d t h a t y o u r l o g g i n g p r o g r a m had 

been r e d u c e d as y o u r company d r i l l e d down t o 

10 a c r e s because i t became a s t a t i s t i c a l p l a y . 

Can you t e l l me what you mean by "a 

s t a t i s t i c a l p l a y " ? 

A. For me, i t ' s -- a s t a t i s t i c a l p l a y i s t h a t 
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you're d r i l l i n g i n - f i e l d w e l l s . There's not a whole 

l o t of s u r p r i s e s t o know t h a t t he -- t h a t the zone 

of business t h a t you are l o o k i n g f o r i s not going t o 

be t h e r e . There's no -- t h e r e ' s not a p i n c h o u t or a 

f a u l t or any o t h e r g e o l o g i c a l snafu, f o r a b e t t e r 

word, t h a t w i l l l i m i t you or make you not know t h a t 

t h a t -- t h a t t h a t h o r i z o n or t h a t -- or t h a t 

i n t e r v a l w i l l not be t h e r e . 

TECHNICAL EXAMINER EZEANYIM: Could you 

repea t t h a t ? Repeat t h a t answer. Can you repeat 

t h a t answer? 

THE WITNESS: You want me t o repe a t the 

answer ? 

TECHNICAL EXAMINER EZEANYIM: Yeah. 

THE WITNESS: When I say -- the 

s t a t i s t i c a l p l a y f o r me i s t h a t i f you — as you're 

d r i l l i n g i n t e r n a l l y , i n - f i e l d d r i l l i n g , you have 

enough w e l l c o n t r o l and know t h a t t h e — the 

f o r m a t i o n of the — or t h e t a r g e t area t h a t you're 

doing does not — doesn't p i n c h out or have a f a u l t 

or any g e o l o g i c a l snafu t h a t k i n d of changes t h i n g s 

up or t h a t then — and then f o r me, t h e r e ' s no b i g 

s u r p r i s e s f o r us t o d r i l l a w e l l and not know t h a t 

t h a t zone i s goi n g t o be t h e r e , or t h a t — or t h a t 

s e c t i o n i s going t o be t h e r e . 
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Q. (By Mr. G r a b l e ) W e l l , t h e r e a r e n ' t any 

s t r u c t u r a l f e a t u r e s l i k e t h a t o f i m p o r t a n c e i n t h i s 

p l a y , o r t h e s e f a u l t s , p i n c h o u t s . Maybe as you go 

e a s t i t g e t s a l i t t l e w e t t e r and you go west i t ' s a 

l i t t l e more o i l y , b u t t h e r e a r e n ' t any g e o l o g i c a l 

s t r u c t u r a l m a r k e r s or b o u n d a r i e s i n t h i s p l a y , a r e 

t h e r e , o t h e r t h a n f a l l i n g o f f t h e s h e l f ? 

A. No, s i r . You — you d e s c r i b e d i t w e l l . 

Q. Now, w o u l d i t be f a i r t o say t h a t Concho's 

v i e w o f a s t a t i s t i c a l p l a y i s t h a t i t ' s more c o s t 

e f f i c i e n t m e r e l y t o d r i l l t h e s e w e l l s on 10 a c r e s , 

l o g o n l y o c c a s i o n a l l y , and p e r f o r a t e i n l a r g e 

2 0 0 - f o o t zones w i t h o u t r e g a r d t o y o u r l o g a n a l y s i s ? 

A. W e l l , f i r s t o f a l l , we d o n ' t j u s t l o g 

o c c a s i o n a l l y . We l o g e v e r y s i n g l e w e l l . 

Q. Pardon me. Open-hole l o g s o c c a s i o n a l l y . 

I'm s o r r y . P ardon me. 

A. Okay. 

Q. Thank you f o r t h a t c o r r e c t i o n . 

A. Okay. 

Q. Do you use — do you — when I say "you," 

does y o u r company use t h a t l o g i n f o r m a t i o n i n 

d e t e r m i n i n g where you p e r f o r a t e and f r a c ? 

A. We do. 

Q. And how do you do t h a t ? 
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A. E s p e c i a l l y i n the Paddock. 

Q. I s n ' t i t your p r a c t i c e t o p e r f o r a t e i n 

t h r e e or f o u r 200-foot s e c t i o n s down the hole? 

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

Q. Okay. I f t h a t ' s t r u e , then how do you use 

log s and l o g a n a l y s i s t o determine the p e r f o r a t i o n s 

and f r a c t u r e zones? 

A. W e l l , we've got t o have a l o g t o know and 

see where we're going t o put the f r a c s . 

As I t o l d you b e f o r e , i n some plac e s we do 

run i n t o s i l t s . I n o t h e r p l a c e s , you know, we --

and o f t e n , we use i t t o p e r f o r a t e . And we do 

i n d i v i d u a l p e r f s i n t h e Paddock, so — because i t i s 

at h i g h e r p o r o s i t y i n t e r v a l s . 

So yes, t h e r e -- we -- t h e r e i s a need i n 

our p r a c t i c e t o use the case-hole l o g s . 

Q. Do you i n t e n d f o r any of the e x h i b i t s you 

pres e n t e d t o be used w i t h r e s p e c t t o d e t e r m i n a t i o n s 

of net pay i n t h i s r e s e r v o i r ? 

A. W e l l , r e p e a t t h a t one more t i m e . 

Q. I s your t e s t i m o n y and the e x h i b i t s you 

pres e n t e d t h i s morning i n t e n d e d t o be a p a r t of the 

data u s e f u l t o determine net pay i n these 

r e s e r v o i r s ? 

A. Only i f t h e y ' r e open-hole l o g s , yes, s i r . 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4 t h S t r e e t , NW, S u i t e 105, Albuquerque, NM 87102 

(505)843-9241 



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 

101 

That's the o n l y -- you have t o use the open-hole 

logs t o determine net pay. You can't use case-hole 

logs t o do t h a t . 

Q. I don't b e l i e v e you've t e s t i f i e d t o — i n 

some of my q u e s t i o n s you s a i d 3 percent p o r o s i t y was 

the c u t o f f . But you haven't p r e s e n t e d any evidence 

t h i s morning of net pay t o these l o g s , have you? 

A. I nev- — w e l l , t h a t ' s what you're seeing 

on t h e l o g s . 

Q. You mean those green f l a g s ? 

A. Yes. 

Q. But you d i d n ' t t e s t i f y about those i n your 

d i r e c t t e s t i m o n y , d i d you? 

A. I don't r e c a l l . 

Q. Okay. And I thought you t e s t i f i e d on t h i s 

s e c t i o n t h a t your s t a t i s t i c a l p e r f o r a t i o n s i n t h i s 

l a r g e -- does t h i s show your p e r f o r a t i o n s on t h e r e ? 

A. No, s i r . 

Q. Okay. But i n f a c t , you — I thought you 

s a i d you'd get f o o l e d i f you'd use t h i s l o g f o r 

a n a l y s i s of what's net pay and where t o p e r f , 

because i t t u r n e d out so much b e t t e r than your view 

of what the l o g looked l i k e . 

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

Q. So i s t h a t p a r t of t h e s t a t i s t i c a l p l a y , 
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t h a t -- so then i r r e s p e c t i v e of t h e r e s e r v o i r 

q u a l i t y as d e p i c t e d on the l o g , you j u s t p e r f o r a t e d 

i n s e v e r a l 200-foot s e c t i o n s down the w e l l bore? 

A. W e l l , again, t h e logs a r e n ' t the o n l y 

d e t e r m i n i n g f a c t o r f o r t h e outcome of the w e l l , as 

you can — as you can see by t h a t w e l l . That's a 

100,000-barrel w e l l . So most people would p r o b a b l y 

walk away from t h a t and never even attempt i t , t o 

p e r f o r a t e and produce. 

Q. What I'm t r y i n g t o come around t o , when I 

hear " s t a t i s t i c a l p l a y , " what I t h i n k of i s you do 

e s s e n t i a l l y t h e same t h i n g i n every l o g i r r e s p e c t i v e 

of t he data shown on t h a t l o g , because s t a t i s t i c a l l y 

i f you do t h a t c o n s i s t e n t l y t h r o u g h o u t the 

r e s e r v o i r , you're going t o p i c k up zones t h a t you 

miss on l o g a n a l y s i s . I s t h a t a f a i r summary? 

A. Sure. 

Q. And t h a t i s your company's p r a c t i c e , i s i t 

not ? 

A. I n most cases, when we're i n - f i e l d 

d r i l l i n g , yes. 

Q. And i n f a c t , on t h i s l o g over here 

( i n d i c a t i n g ) t h a t l ooks k i n d of s o r r y on the l o g , i t 

t u r n e d out t o be good? 

A. Yes, s i r . 
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Q. Okay. Now these r e s e r v e f i g u r e s at the 

bottom, are those your e s t i m a t e s or d i d someone e l s e 

come up w i t h those estimates? 

A. No, s i r . They are our r e s e r v e engineer's. 

Q. So you can't t e l l me how you got t o these 

r e s e r v e numbers? 

A. No, s i r , I cannot. 

Q. A l l you know i s t h a t those are your 

company's f i g u r e s f o r those w e l l s ? 

A. That i s not my -- t h a t i s not my 

r e s p o n s i b i l i t y . That's my — a r e s e r v e engineer's 

r e s p o n s i b i l i t y . 

Q. Now, I b e l i e v e you s a i d you d i d have a map 

or c o u l d p r o v i d e a map t o show where your core data 

i s l o c a t e d . 

Could you get t h a t and g i v e i t t o your 

counsel so my people can look at i t ? 

A. I w i l l d e f e r t o my a t t o r n e y t o see — 

Q. Do you have i t w i t h you here i n Santa Fe? 

A. I do not have a map t h a t shows where our 

cores are a t . 

Q. Do you know where t h e y ' r e at? 

A. I t would be back i n Midl a n d , i n my o f f i c e . 

Q. Do you, from your knowledge as working i n 

t h i s area f o r e i g h t years, know g e n e r a l l y where your 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4 t h S t r e e t , NW, S u i t e 105, Albuquerque, NM 87102 

(505)843-9241 



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 

c o r e d a t a i s l o c a t e d ? 

A. S p e c i f i c a l l y s e c t i o n / t o w n s h i p , no. 

Q. A l l r i g h t . Do you know i f any o f i t i s 

l o c a t e d i n t h e -- you a r e aware t h a t B u r n e t t and 

Hudson have asked t o c o n s o l i d a t e s i x f i e l d s , k i n d o f 

i n t h e e a s t e r n p o r t i o n o f t h e 1 2 - f i e l d a r e a t h a t 

Concho i s i n . Do you know i f any c o r e d a t a i s 

a v a i l a b l e i n t h o s e a r e a s ? 

A. I w o u l d have t o check. 

Q. Can you — i s t h e r e someone you c o u l d c a l l 

back a t t h e o f f i c e and f i n d o u t i f you have any c o r e 

d a t a a v a i l a b l e i n t h o s e a r e a s ? 

A. l e a n . 

Q. Would you do t h a t and t e l l y o u r c o u n s e l , 

and t h e n w e ' l l t a k e i t up w i t h h e r a f t e r l u n c h ? 

A. Okay. 

MR. GRABLE: Thank you v e r y much. 

THE WITNESS: Thank you, s i r . 

MR. GRABLE: Pass t h e w i t n e s s . 

LEGAL EXAMINER BROOKS: You passed t h e 

w i t n e s s a t 10:35. 

MR. COONEY: I have n o t h i n g . 

TECHNICAL EXAMINER EZEANYIM: Any 

r e d i r e c t , Ms. Munds-Dry? 

MS. MUNDS-DRY: J u s t a m i n u t e , p l e a s e , 
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Mr. Ezeanyim. I d o n ' t t h i n k so, b u t l e t me j u s t 

make s u r e . 

No r e d i r e c t . 

LEGAL EXAMINER BROOKS: J u s t one. 

The Tubb and t h e . D r i n k a r d t h a t u n d e r l i e 

t h e B l i n e b r y a r e a l s o c o n s i d e r e d p a r t o f t h e Yaso, 

a r e t h e y n o t ? 

THE WITNESS: Yes, s i r . 

LEGAL EXAMINER BROOKS: But t h e y ' r e n o t 

c o n s i d e r e d p r o s p e c t i v e i n t h i s a rea? 

THE WITNESS: T h e y ' r e n o t . T h e y ' r e 

n o r m a l l y w e t . 

LEGAL EXAMINER BROOKS: Okay. T h a t ' s a l l 

I have. 

TECHNICAL EXAMINER EZEANYIM: Okay. Maybe 

I w i l l ask a few q u e s t i o n s . 

What made you d r i l l on 1 0 - a c r e u n i t s ? You 

say you a r e d r i l l i n g on 1 0 - a c r e u n i t s . Why? I s 

t h a t because o f t h e s e c o n d a r y r e c o v e r y o r j u s t 

because o f economics? Why d i d you d r i l l on 10 - a c r e 

u n i t s ? 

THE WITNESS: Oh, t h a t ' s a good q u e s t i o n . 

I c a n ' t remember e x a c t l y how we s t a r t e d d r i l l i n g on 

10- a c r e l o c a t i o n s . You know p a r t o f t h i s -- p a r t o f 

t h i s f i e l d was d r i l l e d f o r t h e Paddock, you know, 
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the obvious, the b e t t e r — b e t t e r p a r t of the zone. 

I can't r e c a l l why — why we s t a r t e d d r i l l i n g on 

10s. 

Maybe t h e r e was two w e l l s t h a t was p r e t t y 

c l o s e t o g e t h e r and ran some — ran some numbers and 

s a i d , you know, maybe t h a t ' s not d r a i n i n g as much as 

i t i s . And j u s t l i k e a n y t h i n g e l s e , you t r y 

something t o see i f i t works. And i f i t works then 

i t ' s a home r u n , you keep goin g . Otherwise, i t ' s --

you know, you're always — you're always pushing the 

l i m i t s of e i t h e r — you know, 40? How d i d we get 

from 40 t o 20? And now we're 20 t o 10? 

TECHNICAL EXAMINER EZEANYIM: Yeah. 

THE WITNESS: So i t -- a l o t of i t — you 

know, a l o t of s t u f f i s done by a c c i d e n t , and — and 

so you move on. 

TECHNICAL EXAMINER EZEANYIM: Yeah, I 

t h i n k you answered t h a t q u e s t i o n a l r e a d y . 

THE WITNESS: Yes. 

TECHNICAL EXAMINER EZEANYIM: Okay. 

That's good. I mean t h e r e ' s n o t h i n g wrong w i t h you 

doing 10 acres, and I wanted t o ask you whether you 

d i d i t because of secondary r e c o v e r y , or because of 

economics you d r i l l those w e l l s . Maybe Mr. M i d k i f f 

or Mr. P r e n t i c e w i l l answer t h a t q u e s t i o n . 
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MS. MUNDS-DRY: I t h i n k b o t h Mr. M i d k i f f 

and Mr. P r e n t i c e can answer t h a t f o r y o u . 

TECHNICAL EXAMINER EZEANYIM: Yes, I know 

t h e y can answer t h a t , because t h e r e must be a r e a s o n 

why . 

THE WITNESS: I'm more c o n c e r n e d w i t h 

p r i m a r y t h a n s e c o n d a r y , so t h a t ' s where t h e y --

t h a t ' s where you guys come i n . 

TECHNICAL EXAMINER EZEANYIM: Yeah. 

Maybe -- maybe he w i l l a l s o answer t h e q u e s t i o n . 

You s a i d t h a t t h e r e ' s w a t e r f l o o d p e r t h e 

a u t h o r i t y i n one o f t h e p o o l s t h e r e . 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: I know we 

ap p r o v e d you c o u l d do -- I know t h e r e i s a n o t h e r 

number t h a t a p p r o v e d t h o s e w a t e r f l o o d p r o j e c t s . 

THE WITNESS: Yeah. I t ' s a p i l o t w a t e r 

f l o o d , and Mr. P r e n t i c e w i l l t e s t i f y t o t h a t . 

TECHNICAL EXAMINER EZEANYIM: Okay. Yeah, 

I t h i n k t h a t -- okay. 

And t h i s l e a s e w a t e r f l o o d i s n o t 

i n c o r p o r a t e d . I t ' s a l e a s e w a t e r f l o o d ? 

THE WITNESS: I t i s a l e a s e w a t e r f l o o d . 

T h at i s c o r r e c t . 

TECHNICAL EXAMINER EZEANYIM: Okay. 
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T h a t ' s a l l I have. 

MR. GRABLE: Mr. Ezeanyim, I'm s o r r y , I 

f o r g o t t o ask him one q u e s t i o n t h a t I meant t o ask 

hi m . May I have p e r m i s s i o n t a k e him back on c r o s s ? 

I w i l l be v e r y b r i e f . 

FURTHER EXAMINATION 

BY MR. GRABLE: 

Q. Would you l o o k a g a i n a t E x h i b i t 38, t h e 

d r a i n a g e c a l c u l a t i o n s ? A r e you f a m i l i a r w i t h t h i s 

e x h i b i t ? 

A. Yes, s i r . 

Q. D i d you, as a g e o l o g i s t , f r o m y o u r c o r e 

d a t a , p i c k a g r a i n d e n s i t y t o use i n t h e s e 

c a l c u l a t i o n s ? 

A. I'm s u r e we d i d . 

Q. Do you know what i t i s ? 

A. I d i d n ' t s p e c i f i c a l l y . A g a i n , t h i s i s 

a -- t h i s i s a model t h a t was done by o t h e r s t h a t we 

i n c o r p o r a t e d t h r o u g h o u r syste m . 

Q. Do you know what g r a i n d e n s i t y was 

u t i l i z e d i n t h o s e c a l c u l a t i o n s ? 

A. I do n o t r i g h t a t t h i s moment, no. 

MR. GRABLE: W e l l , t h a t ' s a n o t h e r b i t o f 

i n f o r m a t i o n t h a t we d o n ' t have, and I w o u l d ask 

a g a i n i f he c o u l d f i n d t h a t o u t and l e t h i s c o u n s e l 
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know, we'd a p p r e c i a t e i t . 

LEGAL EXAMINER BROOKS: Okay. You s a i d 

g r a i n d e n s i t y ? 

MR. GRABLE: G r a i n d e n s i t y , y e s . 

LEGAL EXAMINER BROOKS: Okay. You t o o k 

one m i n u t e w i t h t h a t . 

TECHNICAL EXAMINER EZEANYIM: Okay. U s i n g 

g r a i n d e n s i t y , I f o r g o t t o ask you t h i s q u e s t i o n . 

What i s a t y p i c a l p o r o s i t y i n t h e — i n 

t h e Paddock and B l i n e b r y ? 

THE WITNESS: The t y p i c a l p o r o s i t y ? 

TECHNICAL EXAMINER EZEANYIM: Yeah. 

THE WITNESS: Boy^ i t ' s p r e t t y p o o r . The 

m a j o r i t y o f t h e Yeso we use a 3 p e r c e n t c u t o f f t o — 

f o r us t o f l a g what we c o n s i d e r pay. 

TECHNICAL EXAMINER EZEANYIM: So you — 

THE WITNESS: But i t can be much l o w e r 

t h a n t h a t . I mean t h e -- when y o u ' r e down t o 

3 p e r c e n t , j u s t — you know, we have seen p r o d u c t i o n 

o u t o f r o c k t h a t ' s 2 p e r c e n t . So, you know, 

3 p e r c e n t i s k i n d o f a -- i t ' s t h e av e r a g e t h a t we 

use and t h e s t a n d a r d . 

TECHNICAL EXAMINER EZEANYIM: Okay. And 

t h e -- what's t h e p e r m e a b i l i t y ? 

THE WITNESS: Not much. 
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TECHNICAL EXAMINER EZEANYIM: But you s a i d 

i t ' s t i g h t ? 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: The d o l o m i t e 

i s v e r y t i g h t ? 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: Okay. 

T h a t ' s a l l I have. 

THE WITNESS: Thank y ou. 

MS. MUNDS-DRY: S h a l l we c a l l our n e x t 

w i t n e s s ? 

TECHNICAL EXAMINER EZEANYIM: Yes, go 

LEGAL EXAMINER BROOKS: The t i m e i s 10:40. 

MS. MUNDS-DRY: I c a l l Mr. M i d k i f f , 

p l e a s e . 

TECHNICAL EXAMINER EZEANYIM: S t a t e y o u r 

name f o r t h e r e c o r d , p l e a s e . 

THE WITNESS: TJ M i d k i f f . 

TJ MIDKIFF, 

a f t e r h a v i n g been f i r s t d u l y sworn under o a t h , 

was q u e s t i o n e d and. t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MS. MUNDS-DRY: 

Q. Mr. M i d k i f f , where do you r e s i d e ? 

ahead. 
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A. M i d l a n d , Texas. 

Q. And by whom a r e you employed? 

A. Concho R e s o u r c e s . 

Q. What do you do f o r Concho? 

A. I am a r e s e r v o i r e n g i n e e r f o r t h e s h e l f 

a r e a i n t h e Yeso. 

Q. And does t h a t i n c l u d e p r o p e r t i e s i n t h e 

S o u t h e a s t New Mex i c o s h e l f area? 

A. Yes, S o u t h e a s t New M e x i c o . 

Q. And have you p r e v i o u s l y t e s t i f i e d b e f o r e 

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

A. Yes, I have. 

Q. Were y o u r c r e d e n t i a l s a c c e p t e d and made a 

m a t t e r o f r e c o r d a t t h a t t i m e ? 

A. Yes, t h e y were. 

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

t h a t ' s been f i l e d by Concho? 

A. Yes, I am. 

Q. And have you made an e n g i n e e r i n g s t u d y o f 

t h e r e s e r v o i r s and t h e s u b j e c t p o o l s t h a t a r e p a r t 

o f Concho's a p p l i c a t i o n ? 

A. Yes, ma'am, I have. 

MS. MUNDS-DRY: We w o u l d t e n d e r 

Mr. M i d k i f f as an e x p e r t i n p e t r o l e u m e n g i n e e r i n g . 

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

MS. MUNDS-DRY: Thank you. 

Q. (By Ms. Munds-Dry) We a r e g o i n g t o f i r s t 

t u r n , Mr. M i d k i f f , t o Concho's E x h i b i t Number 12. 

I f you c o u l d , p l e a s e i d e n t i f y and r e v i e w i t f o r t h e 

e x a m i n e r s . 

A. What I wa n t e d t o s t a r t o f f w i t h i s t o k i n d 

o f h e l p you — k i n d o f p a i n t a p i c t u r e o f how we 

t h i n k a bout t h e r e s e r v o i r and k i n d o f l e a d i n t o why 

we do what we do. 

We s t a r t o f f w i t h — as Mr. Reyes 

t e s t i f i e d a m i n u t e ago, t h e r e s e r v o i r i s --

s t r a t i g r a p h i c , i t ' s v e r y low p e r m e a b i l i t y , v e r y low 

p o r o s i t y a l l t h e way a c r o s s . I t ' s 

c o m p a r t m e n t a l i z e d . We see i n c r e m e n t a l r e s e r v e s as 

we f r a c and c o n n e c t , you know, t h e s e -- t h e s e 

p r o d u c t i v e l e n s e s t o g e t h e r . And you know, we -- we 

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

We — and what I'm t r y i n g t o show t h e r e on 

t h i s p i c t u r e i s — you know i f you t h i n k a b o u t two 

w e l l s and you d r i l l t h r o u g h t h e s e c t i o n and what you 

see on t h e l o g s , w e l l , a l l you see on t h e l o g i s 

what t h e w e l l b o r e i s e n c o u n t e r i n g . So you know, i f 

you l o o k a t W e l l A on t h e -- on t h e l e f t t h e r e 

( i n d i c a t i n g ) , you w o u l d see, you know, a s m a l l 
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s e c t i o n of net pay. 

And you look over on the Well B, and you 

would see a l a r g e r s e c t i o n of what somebody might 

c o n s i d e r t o be net pay. 

And i f you -- i f you w i l l go t o the next 

s l i d e , y o u ' l l see t h a t i f you j u s t went by what you 

see on the l o g s , you would be d i s r e g a r d i n g o t h e r 

compartments or lenses w i t h i n t he r e s e r v o i r . 

Q. Mr. M i d k i f f , I b e l i e v e t h i s i s -- I'm 

s o r r y t o i n t e r r u p t you — Concho E x h i b i t Number 13 

i n t he notebook . 

A. Okay. 

And so what our approach i s , i s we look a t 

the s e c t i o n because we know t h e r e ' s — t h e r e ' s 

p r o d u c t i o n out t h e r e t h a t we're not seeing t h a t ' s on 

the l o g . So we -- we p e r f o r a t e across the s e c t i o n 

and -- and f r a c i t t o connect a l l of those -- those 

lenses t o g e t h e r . 

And you know, one of t h e b i g g e s t p o i n t s I 

want t o make about t h i s r e s e r v o i r i s how s t a t i s t i c a l 

i t i s i n n a t u r e . That, you know, j u s t -- j u s t 

l o o k i n g a t , say, dr a i n a g e c a l c u l a t i o n s f o r these two 

w e l l s r i g h t here ( i n d i c a t i n g ) , i f you looked a t 

the -- you know, these w e l l s w i l l p r o b a b l y have 

s i m i l a r r e c o v e r i e s based on t h e — you know, k i n d of 
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the p i c t u r e t h a t I have p a i n t e d t h e r e . But Well A 

w i l l p r o b a b l y have a much l a r g e r c a l c u l a t e d drainage 

area versus Well B.-

So you know i n r e a l i t y , the dra i n a g e areas 

are p r o b a b l y s i m i l a r , but they are going t o 

c a l c u l a t e v e r y d i f f e r e n t l y . 

And so, you know, i f you s w i t c h back t o 

t h a t l a s t c r o s s - s e c t i o n , t o k i n d of show you e x a c t l y 

what I'm t a l k i n g about -- go ag a i n . One more. 

Yeah, r i g h t t h e r e . 

You can see e x a c t l y what we're t a l k i n g 

about. I t goes r i g h t i n w i t h what Mr. Reyes was 

sa y i n g . 

A l l t h a t you see a t the w e l l bore i s , you 

know, however f a r out t h e logs read, you know, 

a p p r o x i m a t e l y 6 inches or something. That does not 

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

I f you -- i f you t a r g e t e d pay s t r i c t l y o f f 

of what you saw at the r e s e r v o i r , w i t h t he n a t u r e of 

t h i s r e s e r v o i r , you run the r i s k of abandoning a 

s i g n i f i c a n t amount of r e s e r v e s . So you must 

complete t h e e n t i r e s e c t i o n and connect i t a l l 

t o g e t h e r . 

And i f you w i l l , go ahead and go f o r w a r d . 

And again, l i k e I say, we -- you have t o 
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take a s t a t i s t i c a l look a t the r e s e r v o i r . You have 

t o look a t a l l t h e data . I c o u l d go out t h e r e and 

f i n d a s i n g l e w e l l case t o prove any p o i n t I wanted, 

but t h a t ' s not how you can look at t h i s . You have 

t o look a t t h e whole p i c t u r e . You have t o look at 

a l l data t h r o u g h a l l the -- you know, a l l the w e l l s , 

a l l the data p o i n t s t h a t you have. 

Q. So l e t ' s go t o Concho E x h i b i t Number 14. 

And what does t h i s s l i d e show us? 

A. This i s -- i t r e a l l y goes, again, w i t h the 

c r o s s - s e c t i o n and the two t h a t I put f o r w a r d . 

And what I d i d i s I p l o t t e d PHI-H based 

o f f of l o g i n t e r p r e t a t i o n -- or I guess our l o g 

model -- versus the i n i t i a l 12-month c u m u l a t i v e o i l 

p r o d u c t i o n . 

So t h i s i s a p l o t of b a s i c a l l y 

p r o d u c t i v i t y -- o i l p r o d u c t i v i t y versus PHI-H 

sayi n g , i s t h e r e a c o r r e l a t i o n between how much o i l 

you make and t h e type of net pay t h a t you see at t h e 

w e l l bore? 

And t h i s i s t e x t b o o k d i s t r i b u t i o n f o r 

being no c o r r e l a t i o n . You see a h o r i z o n t a l 

d i s t r i b u t i o n l i k e t h a t , i t ' s -- i t ' s -- t h a t ' s 

c l e a r l y no c o r r e l a t i o n . 

And i n f a c t , i f you r e a l l y want t o p i c k 
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i t , you see some of your lowest o i l p r o d u c t i o n and 

some of your h i g h e r PHI-H w e l l s , and you see 

proba b l y the h i g h e s t d i s t r i b u t i o n of — of 

p r o d u c t i v i t y i n your lower net pay w e l l s . 

So aga i n , t h e r e i s no c o r r e l a t i o n 

whatsoever between PHI-H and p r o d u c t i v i t y . 

Q. A l l r i g h t . And, Mr. M i d k i f f , i f you 

co u l d , f o r t h e r e c o r d , g i v e us the parameters you 

used f o r your data p o i n t s . 

A. W e l l , i t ' s -- one of the d i f f i c u l t i e s i n 

the Yeso, w i t h t h e way t h a t i t ' s developed, i s 

f i n d i n g w e l l s t h a t have bot h the B l i n e b r y and the 

Paddock open from day one. So I s e l e c t e d the 

l a r g e s t number of w e l l s t h a t I c o u l d f i n d t h a t had 

both the B l i n e b r y and the Paddock open w i t h i n the 

f i r s t t h r e e months of the c o m p l e t i o n . And a l s o , 

they had t o have a t l e a s t 12 months of p r o d u c t i o n t o 

make i t a v a l i d p l o t . 

Q. Thank you. Let's t u r n t o — 

TECHNICAL EXAMINER EZEANYIM: What -- what 

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

MS. MUNDS-DRY: That i s E x h i b i t Number 14, 

Mr . Ezeanyim. 

Q. (By Ms. Munds-Dry) Let's t u r n t o Concho 

E x h i b i t Number 15. 
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Please r e v i e w t h a t f o r t h e examiners. 

A. Okay. Again, I'm t r y i n g t o g i v e you a 

b i r d ' s - e y e view of how we.look at t h e r e s e r v o i r . 

And as you can see, you've got two what would be 

con s i d e r e d 20-acre w e l l s t h e r e . And you can see how 

t h e y ' r e -- t h e i r , you know, f r a c s extend and the 

typ e of lenses t h a t , you know, they are 

e n c o u n t e r i n g . 

And i f you j u s t d r i l l two w e l l s , you can 

see the s i g n i f i c a n t amount of waste t h a t would be 

i n c u r r e d i f you d i d not have another two w e l l s , t he 

10-acre w e l l s . 

I f you'd go t o the next s l i d e . 

Q. This i s E x h i b i t Number 16? 

A. Yes. 

Q. And so you know w i t h -- under the c u r r e n t 

f i e l d r u l e s , the c u r r e n t d e n s i t y , we connect more of 

those p r o d u c t i v e lenses t o g e t h e r . 

We — and we've got — I w i l l run i n t o i t 

here i n a second, a couple of examples on where we 

are seeing i n c r e m e n t a l r e c o v e r i e s . You know, we 

have -- a l l of t h i s data i s a u d i t e d every year by a 

t h i r d - p a r t y e n g i n e e r i n g s e r v i c e and, you know, 

t h e r e ' s -- we've got over a thousand w e l l s t h a t , you 

know, t e s t i f y t o t h i s t y p e of development. 
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Q. Okay. L e t ' s t u r n t o -- I t h i n k we're 

g o i n g t o s k i p ahead, i f I ' m . r i g h t , t o E x h i b i t 

Number 23, w h i c h s h o u l d be t h e n e x t s l i d e . 

A. Yes . 

MS. MUNDS-DRY: T h i s , Mr. Ezeanyim and 

C o u n s e l , t h i s i s E x h i b i t 23 i n y o u r n o t e b o o k . 

Q. (By Ms. Munds-Dry) P l e a s e r e v i e w t h i s f o r 

t h e e x a m i n e r . 

A. These a r e -- t h i s i s a p l o t o f t o t a l --

MR. GRABLE: I'm s o r r y . I t ' s 23? 

MS. MUNDS-DRY: 23. 

MR. GRABLE: I s t h i s t h e one you 

s u b s t i t u t e d ? 

MS. MUNDS-DRY: No. 

MR. GRABLE: Okay. I'm w i t h you now. 

Thank y o u . 

THE WITNESS: T h i s i s a t o t a l o i l c u r v e 

f o r f o u r 1 0 - a c r e o f f s e t s w i t h i n t h e Caddo F e d e r a l 

l e a s e . T h e y ' r e i n 17/30, S e c t i o n 17. 

And you can see f r o m t h e w e l l c o u n t , w h i c h 

i s — t h e w e l l c o u n t on t h e a x i s t o t h e r i g h t , t h e 

v e r t i c a l a x i s t o t h e r i g h t , where t h e f i r s t two 

w e l l s come on. And b o t h o f -- a l l f o u r o f t h e s e 

w e l l s a r e f u l l Yeso w e l l s . They have b o t h B l i n e b r y 

and Paddock c o m p l e t i o n s i n them. 
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And i f you look a t those f i r s t two w e l l s 

and you put a reasonable f o r e c a s t on those, you can 

see t h a t those w e l l s a p p r o x i m a t e l y -- have u l t i m a t e 

r e c o v e r i e s of a p p r o x i m a t e l y 223 MBO. 

You d r i l l t h e next two w e l l s , and we 

f o r e c a s t those f o u r w e l l s w i t h a reasonable f o r e c a s t 

and you get an u l t i m a t e r e c o v e r y f o r those f o u r 

w e l l s of a p p r o x i m a t e l y 469 MBO. 

The r e f o r e , showing an i n c r e m e n t a l r e c o v e r y 

of 247 MBO j u s t i n one 40-acre p r o r a t i o n u n i t of 

i n c r e m e n t a l reserves, r i g h t t h e r e . 

TECHNICAL EXAMINER EZEANYIM: Are those 

numbers on th e r e ? 

THE WITNESS: Yes. They're a l l on t h e r e , 

yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: Okay. When 

you d r i l l two? Do you have two? 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: And when you 

d r i l l f o u r , how many do you have? 

THE WITNESS: 479 MBOs we es t i m a t e t h e r e . 

TECHNICAL EXAMINER EZEANYIM: Okay. 

Q. (By Ms. Munds-Dry) Okay. And what i s the 

r a t i o , t h e n , you show when you — 

A. That's a p p r o x i m a t e l y one t o one. You 
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see -- i n f a c t , t h i s -- i n t h i s case i t ' s a l i t t l e 

b i t over one t o one.. And t h a t -- you know, we're 

r e a l l y t r y i n g t o imply t h e r e , again, the s t a t i s t i c a l 

n a t u r e of the r e s e r v o i r . I t ' s very heterogeneous. 

Wells o f f s e t t i n g , you can have much d i f f e r e n t 

b e h a v i o r s . And but i n t h i s case t h e y ' r e very 

s i m i l a r . I t ' s almost one t o one. 

Q. Mr. M i d k i f f , l e t ' s go t o Concho E x h i b i t 

Number 2 4. 

A. The same type of curve. R i g h t here 

( i n d i c a t i n g ) , you w i l l see I'm t r y i n g t o r e p r e s e n t 

the same — the same t h i n g . You d r i l l two w e l l s on 

20-acre spacing, a reasonable f o r e c a s t on those 

w e l l s , and you come up w i t h an u l t i m a t e r e c o v e r y of 

ap p r o x i m a t e l y 211 MBO. 

You add the t h i r d and t h e f o u r t h w e l l and 

f o r e c a s t t h e t o t a l o i l curve f o r those f o u r w e l l s , 

and you have an u l t i m a t e r e c o v e r y of a p p r o x i m a t e l y 

453 MBO. T h e r e f o r e , showing an i n c r e m e n t a l r e c o v e r y 

by the 10-acre spacing -- o r , r a t h e r , t he 10-acre 

d r i l l i n g -- of 232 MBO. 

And a g a i n , t h a t ' s 232 MBO j u s t out of two 

w e l l s w i t h i n one 40-acre p r o r a t i o n u n i t . 

W e l l , a c t u a l l y , these w e l l s are not w i t h i n 

the same p r o r a t i o n u n i t . They are -- but they are 
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a l l f o u r 10-acre o f f s e t s . I'm s o r r y . 

Q. Thank you. Let's go back --

TECHNICAL EXAMINER EZEANYIM: 

you move — 

MS. MUNDS-DRY: Yes. 

TECHNICAL EXAMINER EZEANYIM: 

you added 221 t o 292? 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: 

Yeah, bef o r e 

So the 

To get the 

THE WITNESS: 453, yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: Okay. Can 

you p u l l up the s l i d e -- yeah, p u l l up the l a s t 

s l i d e , p l e a s e . 

Very good. That's good. Go ahead. 

THE WITNESS: Okay. Now I co u l d have, you 

know, shown you many, many examples j u s t l i k e t h i s . 

And you know again, because t h i s type of work t h a t 

we do, we have i t a u d i t e d every year by a 

t h i r d - p a r t y engineer, and they f u l l y support what we 

do . 

So what I thought I would do next i s k i n d 

of show you some of the t h i n g s t h a t we see t h a t are 

k i n d of new and -- w e l l , not so much new, but 

d i f f e r e n t , you know, t h a t ' s maybe a l i t t l e b i t 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4th S t r e e t , NW, S u i t e 105, Albuquerque, NM 87102 

(505)843-9241 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2 4 

25 

122 

d i f f e r e n t than t r a d i t i o n a l 10-acre spacing, and k i n d 

of show you t h e type of behavior t h a t you are seeing 

w i t h i n those w e l l s . 

Q. (By Ms. Munds-Dry) Okay. Let's go t o --

l e t ' s go back, t h e n , t o Concho E x h i b i t Number 17, 

please, and re v i e w i t f o r the examiners. 

A. This i s a p l o t of t h r e e w e l l s w i t h i n a --

w i t h i n S e c t i o n 13 r i g h t t h e r e ( i n d i c a t i n g ) . These 

w e l l s were a l l i m m e d i a t e l y o f f s e t t i n g , a l l completed 

w i t h i n the Paddock. 

You can see the c r o s s - s e c t i o n l i n e t h e r e 

i n S e c t i o n 13. I t ' s a v e r t i c a l w e l l going r i g h t t o 

a h o r i z o n t a l w e l l g o ing r i g h t t o a v e r t i c a l w e l l . 

I t ' s d i f f i c u l t t o see-up t h e r e on the 

p r o j e c t o r , but t h e r e are -- t h e r e ' s s m a l l Xs on 

the -- p l o t t e d along the w e l l bore of t h a t 

h o r i z o n t a l which r e p r e s e n t the p e r f o r a t i o n s w i t h i n 

t h a t h o r i z o n t a l . 

And i f you look at these w e l l s — so 

t r a d i t i o n a l l y on 10-acre spacing you're 

a p p r o x i m a t e l y , you know, 600, 660 f e e t a p a r t . These 

w e l l s r i g h t here ( i n d i c a t i n g ) , these c o m p l e t i o n s , 

are p r o b a b l y about 3- t o 400 f e e t a p a r t , i f you look 

at where the p e r f o r a t i o n s are on t h a t h o r i z o n t a l 

w e l l bore. So t h i s i s much c l o s e r than 10-acre 
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spacing. 

And i f you would, go t o the next s l i d e . 

Q. And j u s t b e f o r e we leave t h a t , 

Mr. M i d k i f f , f o r the r e c o r d , these are a l l B u r n e t t 

w e l l s ? 

A. Yes, t h e y are. 

Q. And these are what--- what are these w e l l s 

c a l l e d ? 

A. This i s , I b e l i e v e , the Stevens A l e a s e . 

I'm not e x a c t l y sure of the w e l l numbers. 

Q. Okay. Thank you. 

Let's go t o t h e next s l i d e , t h e n . I t ' s 

Concho E x h i b i t Number 18, I b e l i e v e . 

A. Yes. 

Q. Please rev i e w t h i s f o r the examiners. 

A. So you look a t the o i l curves f o r these 

w e l l s -- t h i s i s the o i l curves f o r each one of 

t h o s e . Y o u ' l l see the v e r t i c a l w e l l i s the f i r s t 

w e l l t h a t came on, then the h o r i z o n t a l w e l l , and 

then the — t h e f o l l o w i n g v e r t i c a l w e l l . 

And you look at — these are c o m p l e t i o n s , 

a g a i n , t h a t are much c l o s e r than your t y p i c a l 

10-acre spacing. And you see no w e l l i n t e r f e r e n c e 

r i g h t t h e r e between those o i l curves. 

Q. Let's go t o t h e next e x h i b i t , Concho 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4th S t r e e t , NW, S u i t e 105, Albuquerque, NM 87102 

(505)843-9241 



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 

124 

E x h i b i t Number 19, p l e a s e . 

A. T h i s i s a n o t h e r e x h i b i t -- I mean a n o t h e r 

example o f -- o f c o m p l e t i o n s t h a t a r e much c l o s e r 

t h a n 1 0 - a c r e s p a c i n g . T h e y ' r e i n S e c t i o n 14. 

The r e ' s t h r e e w e l l s . And you can see t h e 

c r o s s - s e c t i o n l i n e on t h e r e . I t ' s — I b e l i e v e 

t h a t ' s W e l l Number 32, W e l l Number 26, and W e l l 

Number 2 1 . 

Q. And t h e s e a r e a l s o B u r n e t t w e l l s ? 

A. Yes, t h e y a r e . 

And you can see f r o m t h e c r o s s - s e c t i o n 

t h e y a r e a l l c o m p l e t e d w i t h i n t h e Paddock. And t h e 

same t y p e o f d e a l . I f you w i l l l o o k a t t h e 

p e r f o r a t i o n s a l o n g t h e w e l l b o r e , t h e c o m p l e t i o n s 

a r e much c l o s e r t h a n t y p i c a l 1 0 - a c r e s p a c i n g . 

Q. L e t ' s go t o Concho E x h i b i t Number 20, 

p l e a s e . 

What does t h i s s l i d e show? 

A. T h i s i s a p l o t o f t h e o i l c u r v e s f r o m 

t h o s e w e l l s w i t h i n t h a t l e a s e . And you can see 

a g a i n t h e v e r t i c a l w e l l , t h e h o r i z o n t a l w e l l , and 

t h e n t h e v e r t i c a l w e l l coming on. They a l l have t h e 

same t y p e o f d e c l i n e c u r v e . I t l o o k s l i k e t h e y 

d e c l i n e f o r a c o u p l e o f y e a r s and t h e n , you know, 

e v e n t u a l l y b r e a k o v e r . You see no w e l l i n t e r f e r e n c e 
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t h e r e w h a t s o e v e r . 

So a g a i n , t h a t ' s t i g h t e r t h a n t y p i c a l 

1 0 - a c r e s p a c i n g , and y o u ' r e s e e i n g no w e l l 

i n t e r f e r e n c e . 

TECHNICAL EXAMINER EZEANYIM: Are t h e s e 

B u r n e t t w e l l s ? 

THE WITNESS: Yes, s i r . 

Q. (By Ms. Munds-Dry) L e t ' s go t o Concho 

E x h i b i t Number 2 1 . 

A. T h i s i s p r o b a b l y t h e t i g h t e s t s p a c i n g t h a t 

I have seen w i t h i n t h i s r e s e r v o i r . These a r e --

t h e s e c o m p l e t i o n s a r e a p p r o x i m a t e l y — I w o u l d 

e s t i m a t e a b o u t 140 f e e t a p a r t , v e r y , v e r y c l o s e 

c o m p l e t i o n s . 

And a g a i n you can see f r o m t h e 

c r o s s - s e c t i o n t h e y ' r e b o t h c o m p l e t e d w i t h i n t h e 

Paddock. They -- yeah. A g a i n , t h e r e a r e 

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

l o c a t i o n on t h a t h o r i z o n t a l . 

So a g a i n , t h e a c t u a l c o m p l e t i o n s , t h e 

s e c t i o n o f t h e w e l l b o r e t h a t i s b e i n g c o m p l e t e d , 

t h e y ' r e w i t h i n a b o u t 140 f e e t o f each o t h e r . 

Q. And a g a i n , t h e s e a r e B u r n e t t w e l l s ? 

A. Yes, t h e y a r e . 

Q. Okay. L e t ' s go t o Concho E x h i b i t 
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Number 22, ple a s e . 

A. The same type of t h i n g . You look at the 

o i l curves, you can see the v e r t i c a l w e l l p r o d u c i n g . 

You see t h e h o r i z o n t a l come i n . 

And you know, I know B u r n e t t runs much 

b i g g e r s t i m u l a t i o n s on t h e i r w e l l s than we do. And 

you see t h a t even w i t h t h a t they are s t i l l not — 

you're not seeing any i n t e r f e r e n c e w e l l t o w e l l . 

You're showing i n c r e m e n t a l r e c o v e r y . 

Each one of those e x h i b i t s r i g h t t h e r e 

showed t h a t you are i n t e r s e c t i n g a new r e s e r v o i r , 

you're adding r e s e r v e s , and a v o i d i n g waste. 

Q. Let's s h i f t gears t h e n , and l e t ' s go now 

t o what has been marked as Concho E x h i b i t Number 25. 

I f you would please i d e n t i f y and dis c u s s 

t h i s s l i d e , p l e a s e . 

A. What I d i d here was I looked at -- you 

know, because t h e r e are d i f f e r i n g p h i l o s o p h i e s w i t h 

how t o complete these w e l l s w i t h i n t h i s r e s e r v o i r . 

They're i n 17/30, S e c t i o n 8. 

This i s p r o b a b l y the best example where 

you have imm e d i a t e l y o f f s e t t i n g p r o d u c t i o n on two 

sides t o compare 10-acre development versus 20-acre 

development. And i t was p o i n t e d out me t h a t one of 

the w e l l s t h e r e , I b e l i e v e i t was Well Number 58, 
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j u s t r e c e n t l y had t h e Paddock added. 

So h e r e i n a second I w i l l g e t t o i t . And 

t h e n e x t t h r e e s l i d e s a l l go t o g e t h e r . But -- so 

t h i s i s -- t h i s i s a l l -- t h i s i s g o i n g t o be Yeso 

c o m p l e t i o n s on 2 0 - a c r e v e r s u s Yeso c o m p l e t i o n s on 

10 - a c r e . 

Q. Okay. Then l e t ' s -- t h e n s i n c e t h e s e 

t h r e e s l i d e s go t o g e t h e r , l e t ' s go t h e n , n e x t , t o 

Concho E x h i b i t Number 26. 

A. Okay. T h i s i s — I t o o k a n o r m a l i z e d p l o t 

o f t h e 1 0 - a c r e w e l l s v e r s u s a n o r m a l i z e d p l o t o f t h e 

20 - a c r e w e l l s . Now keep i n m i n d t h a t t h e 2 0 - a c r e 

w e l l s t y p i c a l l y have much b i g g e r s t i m u l a t i o n s pumped 

i n t o them. 

So -- so what y o u ' r e s e e i n g i s you g e t a 

l i t t l e b i t h i g h e r IPs o u t o f t h a t , b u t e v e n t u a l l y 

t h a t c u r v e i s g o i n g t o g e t back down t o where your 

1 0 - a c r e w e l l s a r e d r a i n i n g . 

And I guess — I guess go ahead and go t o 

t h e n e x t s l i d e . I'm s o r r y . 

Q. And t h i s i s Concho E x h i b i t Number 27, t h e 

s l i d e we're now l o o k i n g a t ? 

A. Yes. And i f you t a k e a l o o k a t -- you 

know k i n d o f t h e q u e s t i o n i s now, do you want t o 

d r i l l two 2 0 - a c r e w e l l s o r do you want t o d r i l l f o u r 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4 t h S t r e e t , NW, S u i t e 105, A l b u q u e r q u e , NM 87102 

( 5 0 5 ) 8 4 3 - 9 2 4 1 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2 4 

25 

128 

1 0 - a c r e w e l l s ? 

And you l o o k a t t h e u l t i m a t e r e c o v e r y 

t h e r e . T h i s i s c u m u l a t i v e . o i l p r o d u c t i o n v e r s u s 

t i m e p l o t s h o w i n g t h e u l t i m a t e r e c o v e r y o f f o u r 

1 0 - a c r e w e l l s v e r s u s two 2 0 - a c r e w e l l s . 

And l i k e I said,, i t was p o i n t e d o u t t o me 

t h a t one o f t h e w e l l s t h a t I used i n t h e 2 0 - a c r e 

a n a l y s i s o n l y had t h e B l i n e b r y i n i t . So i f you 

k i n d o f want t o t a k e a c o m p a r i s o n i n what i t w o u l d 

t a k e t o make up t h a t d i f f e r e n c e t h e r e , even i f you 

were g e t t i n g , say, a v e r a g e 300,000 b a r r e l s , t h a t ' s 

a b s o l u t e b e s t case o u t o f t h o s e o t h e r two w e l l s , 

you -- y o u ' r e s t i l l l e a v i n g o v e r 100,000 b a r r e l s o f 

o i l i n t h e g r o u n d . 

TECHNICAL EXAMINER EZEANYIM: What's t h e 

e x h i b i t ? 

MS. MUNDS-DRY: T h i s i s E x h i b i t Number 27, 

Mr . Examiner. 

TECHNICAL EXAMINER EZEANYIM: 27, y e s . 

Q. (By Ms. Munds-Dry) What do you c o n c l u d e , 

t h e n , as you ask t h e q u e s t i o n o f w h e t h e r you — o f 

wh e t h e r you g e t b i g g e r u l t i m a t e r e c o v e r y f r o m 

2 0 - a c r e o r 1 0 - a c r e s p a c i n g ? What do you c o n c l u d e 

f r o m t h e s e t h r e e s l i d e s ? 

A. W e l l , t y p i c a l l y , and t h i s i s -- t h i s i s 
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why we d r i l l on 10 acres — i s because you're seeing 

almost a one t o one i n c r e m e n t a l , I mean sometimes 

more, sometimes l e s s . I t depends on the 

h e t e r o g e n e i t y of t h e rock where you're d r i l l i n g . I 

mean i t v a r i e s g r e a t l y t h r o u g h o u t here. 

So i n our u n d e r s t a n d i n g , and l i k e I say, 

t h i s i s -- t h i s i s an u n d e r s t a n d i n g , t h a t i n t i g h t 

curves b u i l t o f f of a thousand w e l l s , you're seeing 

almost two t o one i n c r e m e n t a l o i l over t he 20-acre 

development t o t a l . 

TECHNICAL EXAMINER EZEANYIM: How many 

w e l l s do you use i n t h i s average? 

THE WITNESS: Well> i t was on t h a t 

p r e v i o u s s l i d e , i f you w i l l go back. 

TECHNICAL EXAMINER EZEANYIM: How many? 

THE WITNESS: That -- I used -- go back 

one more. 

These are the w e l l s . I used a model f o r 

the l a t e t i me d e c l i n e a n a l y s i s from over 300 w e l l s . 

These -- but j u s t f o r the e a r l y t i me 

p r o d u c t i o n I modeled j u s t o f f of the w e l l s r i g h t 

here ( i n d i c a t i n g ) . Because t h i s i s — l i k e I say, I 

wanted t o compare apples t o apples, 20-acre 

development versus 10-acre development immediately 

o f f s e t t i n g . 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4 t h S t r e e t , NW, S u i t e 105, Albuquerque, NM 87102 

(505)843-9241 



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 

130 

TECHNICAL EXAMINER EZEANYIM: Okay. 

Q. (By Ms. Munds-Dry) Let's t u r n t o Concho 

E x h i b i t Number 28. 

A. (Witness complies.) 

Q. What i s t h i s s l i d e ? 

A. This i s a p l o t and -- you know, t h i s i s 

k i n d of where I s t a r t t r y i n g t o p o i n t out t h a t you 

r e a l l y have t o take a s t a t i s t i c a l l o o k . 

This i s a — an i n i t i a l six-month GOR f o r 

every w e l l t h a t ' s i n the Yeso p o o l . So i f the --

you know, t h i s b e i n g a s o l u t i o n gas d r i v e r e s e r v o i r , 

i f you were e f f e c t i v e l y d r a i n i n g those 10-acre 

l o c a t i o n s and seeing t h e GORs i n c r e a s e , you would — 

you would expect t o see a breakout i n the GORs on 

t h i s p l o t as those w e l l s are being , you know, 

d r i l l e d i n t o d r a i n e d l o c a t i o n s , and you don't see 

t h a t . You see ve r y low GORs c o n s i s t e n t l y , you know, 

from about 1,000 t o 2,500; so, t h e r e f o r e , i n d i c a t i n g 

t h a t r e s e r v o i r energy has not been n e g a t i v e l y 

a f f e c t e d by the 20-acre -- or by the 10-acre w e l l s , 

even . 

Q. So i f you were seeing a c c e l e r a t i o n , what 

would you expect t o see i n the GOR r a t e ? 

A. Again, you would expect t o see the GORs 

begin t o break o u t , and you j u s t don't see t h a t 
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t h e r e . I n i t i a l GOR, t h a t ' s a g r e a t i n d i c a t i o n of 

i n i t i a l r e s e r v o i r energy, and you're not seeing 

d e p l e t i o n t h e r e . : You're seeing i n i t i a l GORs 

c o n s i s t e n t , i n d i c a t i n g t h a t you're d r i l l i n g i n t o new 

reserve s and adding i n c r e m e n t a l o i l . 

Q. What does t h i s t e l l you about how -- what 

the e f f e c t on the r e s e r v o i r energy i s ? 

A. The r e s e r v o i r energy i s not be i n g 

n e g a t i v e l y a f f e c t e d by the — by the w e l l s , by the 

d r i l l i n g . I mean t h i s i s — again, t h i s i s a p l o t 

of every w e l l w i t h i n t h e p l a y r i g h t t h e r e 

( i n d i c a t i n g ) , every w e l l w i t h i n our s u b j e c t area. 

Q. A l l r i g h t . So t h i s i s a data p o i n t f o r 

every w e l l t h a t i s i n a Yeso po o l t h a t ' s s u b j e c t t o 

Concho's a p p l i c a t i o n ? 

A. Yes, i t i s . 

TECHNICAL EXAMINER EZEANYIM: Each data 

p o i n t p r e s e n t s a w e l l ' s GOR? 

THE WITNESS: Yes, i n i t i a l six-month GOR. 

I took i n i t i a l — the six-month data and took an 

average -- or an average GOR over t h a t time frame 

and p l o t t e d i t . 

TECHNICAL EXAMINER EZEANYIM: Six months? 

THE WITNESS: Yes, s i r . 

Q. (By Ms. Munds-Dry) Okay. Let's go t o 
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Concho E x h i b i t Number 29. Please review t h a t f o r 

the examiners. 

A. This i s a p l o t of-peak r a t e versus t i m e . 

And i t r e a l l y goes along w i t h t h a t -- t h a t f i r s t 

s l i d e . Each p o i n t on t h e r e r e p r e s e n t s an i n d i v i d u a l 

wel 1 . 

And what I have broken t h i s w e l l down 

t o — or t h i s p l o t down t o i s i t s peak r a t e versus 

t i m e . I don't know i f I mentioned t h a t . And I 

broke i t down t o be the f i r s t w e l l i n the p r o r a t i o n 

u n i t , t h e i r peak r a t e , versus the peak r a t e of t h e 

f o u r t h w e l l w i t h i n t h e p r o r a t i o n u n i t . 

So again, i f you were — i f you were 

seeing r e s e r v o i r energy being d r a i n e d by the e a r l i e r 

d r i l l i n g , you would expect t o see t h e r e s e r v o i r 

energy d e p l e t i n g , and you wouldn't see the h i g h --

as h i g h of IPs. 

And t h i s r i g h t here ( i n d i c a t i n g ) -- again, 

t h i s i s a p i c t u r e of every w e l l across the s h e l f . 

And you can see t h a t t he c l u s t e r of the bl a c k w e l l s 

i s — i s , you know, r i g h t up t h e r e , some of the 

h i g h e s t w e l l s t h a t you see w i t h i n t he t r a c t . 

TECHNICAL EXAMINER EZEANYIM: I f you have 

peak w e l l s a t the IP, or where do you get t h a t ? 

THE WITNESS: I t ' s t he peak monthly r a t e . 
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TECHNICAL EXAMINER EZEANYIM: How do you 

have r a t e ? You do the r a t e a t the Y axis? 

THE WITNESS: Yes, s i r . The r a t e i s on 

the Y access, and i t ' s -- i t ' s a p l o t of time versus 

peak r a t e . 

TECHNICAL EXAMINER EZEANYIM: Okay. 

THE WITNESS: And -- and broken down by 

f i r s t w e l l i n the p r o r a t i o n u n i t versus the f o u r t h 

w e l l w i t h the p r o r a t i o n u n i t . 

TECHNICAL EXAMINER EZEANYIM: And t h i s i s 

a l l of the w e l l s ? 

THE WITNESS: Yes, s i r . A l l of the w e l l s 

w i t h i n our a p p l i c a t i o n ; 

TECHNICAL EXAMINER EZEANYIM: How does --

t h i s peak r a t e , how l o n g does i t l a s t ? 

THE WITNESS: W e l l , t y p i c a l l y , your w e l l s 

are going t o begin d e c l i n i n g . I mean t h a t ' s — you 

would lo v e i t i f they h i t t h e i r peak r a t e and j u s t 

s tayed f l a t t h e r e , but t h a t doesn't happen, so they 

t y p i c a l l y d e c l i n e a f t e r t h a t , yes, s i r . 

Q. (By Ms. Munds-Dry) Let's s k i p over then, 

i f we c o u l d , Mr. M i d k i f f , t o Concho E x h i b i t 

Number 31. What i s t h i s s l i d e ? 

A. This i s a -- you know, k i n d of g e t t i n g 

i n t o t he q u e s t i o n now of why do we need -- why are 
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we asking f o r t h e a l l o w a b l e t h a t we're as k i n g f o r . 

And i f you. look back/ I'm not aware of any 

time t h a t -- you know., up t o t h i s a p p l i c a t i o n , 

p r o d u c t i o n was never r e s t r i c t e d . 

So you've got a l o t of evidence i n the 

h i s t o r y t o look a t w e l l performance and see i f 

t h e r e — u n r e s t r i c t e d p r o d u c t i o n -- t o see i f t h e r e 

was any damage. And you — f r a n k l y , you haven't 

seen t h a t . 

So t h e next q u e s t i o n i s : W e l l , what does 

the a l l o w a b l e need t o do t o be able t o a l l o w you t o 

produce u n r e s t r i c t e d ? 

And i f you look on t h i s p l o t here, t h e r e ' s 

an o i l curve r i g h t t h e r e ( i n d i c a t i n g ) , and you see 

t h a t i t reaches up t o a p p r o x i m a t e l y 300 b a r r e l s a 

day. And you see the t y p i c a l s o l u t i o n gas d r i v e 

GOR, i t ' s s t e a d i l y i n c r e a s i n g over t i m e . That's 

n a t u r a l d e p l e t i o n of a s o l u t i o n gas d r i v e r e s e r v o i r . 

And i n f a c t , you know, even down t h e r e a t 

the end where you're l o o k i n g a t a GOR o f , you know, 

a l i t t l e over 10,000 t o 1, you p r o b a b l y -- you know 

you've got f o u r w e l l s making a p p r o x i m a t e l y 

10 b a r r e l s a day. So you expect t h a t , a t the end of 

the l i f e of t h e w e l l , t h a t t he GOR i s going t o be 

i n c r e a s i n g . 
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Q. And I b e l i e v e t h i s s l i d e i n d i c a t e s these 

are Paddock-only w e l l s ? 

A. Yes. They are f o u r Paddock-only w e l l s 

t h a t produce a p p r o x i m a t e l y 324 b a r r e l s of o i l per 

day . 

TECHNICAL EXAMINER EZEANYIM: What d i d you 

say? 

THE WITNESS: Four Paddock-only w e l l s t h a t 

produced 324 b a r r e l s a day. So I guess i n d i c a t i n g 

t h a t i f we added -- had added the B l i n e b r y , t h a t 

i n i t i a l r a t e c o u l d even be — be even h i g h e r . 

Q. (By Ms. Munds-Dry) And I b e l i e v e you 

s a i d -- I would j u s t ask you t o expand on the GOR 

i n c r e a s i n g . That's something you a n t i c i p a t e i n t h i s 

k i n d of r e s e r v o i r ? 

A. That i s -- t h a t i s t y p i c a l t e x t b o o k 

s o l u t i o n gas d r i v e r e s e r v o i r b e h a v i o r . 

Q. And g i v e n t h a t i n c r e a s e i n GOR, do you --

i n your o p i n i o n , does t h a t damage the r e s e r v o i r ? 

A. Not a t a l l . I f you would -- t h a t ' s 

n a t u r a l . Again, i n a low p e r m e a b i l i t y r e s e r v o i r 

l i k e t h i s , d e p l e t i o n d r i v e , you have t o have very 

h i g h p e r m e a b i l i t i e s t o be able t o cause damage 

w i t h i n a r e s e r v o i r . And as low as these 

p e r m e a b i l i t i e s are you don't — you don't see t h a t 
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And l i k e I say, we've had I don't know how 

many years now of u n r e s t r i c t e d p r o d u c t i o n . I'm not 

aware of anybody t h a t has r e s t r i c t e d t h e i r 

p r o d u c t i o n p r e v i o u s l y t o t h i s . And so you've got a 

gr e a t d a t a s e t of what the r e s e r v o i r can do w i t h o u t 

causing damage. 

Q. And what does t h i s s l i d e t e l l you about 

the need f o r l i m i t i n g GOR? 

A. There i s — again , you know, a GOR 

l i m i t a t i o n , i n my u n d e r s t a n d i n g , would be something 

t h a t would -- t o p r o t e c t the r e s e r v o i r . But since 

everybody has produced w i t h o u t r e s t r i c t i o n — 

r e s t r i c t i n g p r o d u c t i o n , you know t h a t t h e GOR 

l i m a t i o n i s not necessary. 

Q. Let's go t o Concho E x h i b i t Number 32. 

A. (Witness complies.) 

Q. What does t h i s s l i d e show you? 

A. This i s the same type of p l o t . You see 

f o u r Paddock-only w e l l s . And these w e l l s produced 

at a peak r a t e of a p p r o x i m a t e l y 230 b a r r e l s of o i l 

per day. And again, t h a t ' s Paddock-only. 

And i f you l o o k , even whenever you see the 

new w e l l s come on, you t y p i c a l l y see a decrease i n 

the GOR. You see new r e s e r v e s b e i n g added t h e r e . 
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I t k i n d of goes along w i t h t h a t GOR s c a t t e r p l o t 

t h a t I showed a minute ago. You are i n t e r s e c t i n g a 

new r e s e r v o i r . So t h e r e f o r e , the t o t a l o i l curve, 

or the GOR curve f o r t h a t 40-acre p r o r a t i o n u n i t , i s 

going t o come down because you are adding new 

rese r v e s . 

Q. Okay. You moved over i n t o a new area t o 

show us d i f f e r e n t data? 

A. Yes. This -- I've got f o u r of these going 

from 17/29 t o 17/30, and the next two w i l l be over 

i n 17/31 t o 17/32. B a s i c a l l y , I wanted t o show you 

t h a t p r o d u c t i o n has never been r e s t r i c t e d . You've 

seen no damage, and we need an a l l o w a b l e i n p l a c e 

t h a t would a l l o w us t o produce at c a p a c i t y . 

Q. Let's go t d our next s l i d e , which i s 

Concho E x h i b i t Number 33. 

A. (Witness complies.) 

Q. Please i d e n t i f y these f o r the examiners. 

A. These are t h r e e Yeso w e l l s t h a t produced 

245 b a r r e l s a day. And take note t h a t t h a t ' s o n l y 

t h r e e w e l l s t h a t produced 245 b a r r e l s a day. You 

see even -- even t h e same type of GOR r e d u c t i o n as 

t h a t second w e l l comes on, and I guess i n d i c a t i n g 

again t h a t o n l y t h r e e w e l l s produced 245 b a r r e l s a 

day . 
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Q. What does t h i s show you about whether 

you're a c c e l e r a t i n g p r o d u c t i o n or t a p p i n g your 

reserves? 

A. W e l l , you see t h a t -- t h a t GOR even d i p 

and k i n d of remain f l a t a l i t t l e b i t , as you are 

adding w e l l s t o the p r o r a t i o n u n i t , must be an 

i n d i c a t i o n t h a t you are i n t e r s e c t i n g new lenses 

w i t h i n t he r e s e r v o i r and adding i n c r e m e n t a l o i l . 

Q. Okay. Let's go t o your f i n a l s l i d e i n 

t h i s s e r i e s , Concho E x h i b i t Number 34. 

A. This i s a p l o t of f o u r Yeso w e l l s down i n 

17/32. Those w e l l s produced a p p r o x i m a t e l y 

350 b a r r e l s a day, you know. And again you see new 

w e l l s coming on. You see a drop i n the GOR, t y p i c a l 

s o l u t i o n gas d r i v e r e s e r v o i r b e h a v i o r . GOR i s going 

t o i n c r e a s e over t i m e . And t h e r e f o r e , again, t h i s 

i s an example of w e l l s t h a t were not r e s t r i c t e d 

p r o d u c t i o n w i s e , and you see no damage t o the 

r e s e r v o i r . You see t y p i c a l d e p l e t i o n d r i v e 

c h a r a c t e r i s t i c s . 

MS. MUNDS-DRY: We're going t o r e f e r , 

a c t u a l l y , t o our copy of E x h i b i t 4. 

Could I ask t h a t you t u r n on the l i g h t s 

f o r a minute? 

Q. (By Ms. Munds-Dry) Could you t u r n t o 
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Concho E x h i b i t Number 35? 

A. ( W i t n e s s c o m p l i e s . ) 

Q. T h i s e x h i b i t has a l r e a d y been a d m i t t e d , 

Mr. M i d k i f f , b u t I wanted you t o go t h r o u g h t h i s 

o r d e r and p o i n t o u t a few o f t h e f i n d i n g s . 

I f you c o u l d , t u r n t o page 3 o f t h e o r d e r . 

A. Okay. 

Q. And i f you c o u l d , summarize f o r us t h e 

f i n d i n g s i n Number 1 1 . 

MR. GRABLE: I'm s o r r y . What f i n d i n g s a r e 

t h e s e ? 

MS. MUNDS-DRY: On page 3, F i n d i n g 

Number 1 1 . 

MR. GRABLE: I n what o r d e r ? 

MS. MUNDS-DRY: I n Order Number 12199, 

w h i c h i s Concho's E x h i b i t Number 35. 

MR. GRABLE: Concho 35 i s t h e --

MS. MUNDS-DRY: The Devon o r d e r . 

MR. GRABLE: -- t h e Devon o r d e r ? 

Okay. W e l l , I'm g o i n g t o o b j e c t t o t h i s 

w i t n e s s s u m m a r i z i n g t h e f i n d i n g s i n a d i f f e r e n t 

m a t t e r f o r w h i c h we've n o t h e a r d t h e e v i d e n c e , and 

t h e e v i d e n c e i s n o t a p a r t o f t h e r e c o r d o f t h i s 

h e a r i n g . 

MS. MUNDS-DRY: T h i s has a l r e a d y been 
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a d m i t t e d i n t o e v i d e n c e , E x h i b i t Number 35. 

MR. GRABLE: W e l l , t h e f i n d i n g — 

MS. MUNDS-DRY: You can g i v e w e i g h t t o t h e 

f i n d i n g as you see f i t , so t h e r e ' s no r e a s o n why he 

c a n ' t r e a d them. 

MR. GRABLE: I t h o u g h t i t was a d m i t t e d , 

Mr. B r o o k s , f o r t h e p u r p o s e o f s h o w i n g t h e -- what 

was r e q u e s t e d i n t h e a p p l i c a t i o n and what r e l i e f was 

g r a n t e d by t h e o r d e r . 

But I s p e c i f i c a l l y o b j e c t t o j u s t 

w h o l e s a l e i n c o r p o r a t i o n o f t h e f a c t f i n d i n g s 

e n t e r i n g h e r e i n t o t h i s r e c o r d . And a s k i n g t h i s 

w i t n e s s t o summarize them now w o u l d j u s t go a g a i n s t 

t h e r u l i n g t h a t I t h o u g h t t h a t you made e a r l i e r . 

LEGAL EXAMINER BROCKS: W e l l , was y o u r 

o b j e c t i o n , when t h a t was t a k e n up -- I r e c a l l t h e 

o b j e c t i o n and t h e r u l i n g , b u t t h a t r e l a t e d t o — d i d 

t h a t r e l a t e t o t h i s o r d e r o r d i d t h a t r e l a t e t o t h e 

o t h e r o r d e r t h a t was b e f o r e us, t h a t was n o t 

a d m i t t e d i n t o e v i d e n c e ? I t h o u g h t i t was t h e 

l a t t e r . 

MR. GRABLE: I t h o u g h t i t was b o t h , b u t . . . 

LEGAL EXAMINER BROOKS: W e l l , I — 

MS. MUNDS-DRY: No, I t h i n k i t — 

LEGAL EXAMINER BROOKS: I t o n l y o c c u r r e d 
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one t i m e . I do r e c a l l t h a t . 

MR. GRABLE: W e l l , t h e n , t h e o t h e r one --

t h i s w i l l c l a r i f y i t . The o t h e r one was n o t o f f e r e d 

i n t o e v i d e n c e . I t ' s n o t i n e v i d e n c e , p e r i o d , so i t 

must have been on E x h i b i t 35. 

But I mean I do -- I do o b j e c t t o 

p o l l u t i n g t h e e v i d e n c e i n t h i s case w i t h e v i d e n c e 

f r o m a n o t h e r case. 

LEGAL EXAMINER BROOKS: W e l l , t h e f i n d i n g s 

on Number 11 a r e r e c i t a t i o n s o f t h e e v i d e n c e t h a t 

Devon p r e s e n t e d . Now t h a t e v i d e n c e i s n o t b e f o r e 

us, so I -- I w i l l s u s t a i n t h e o b j e c t i o n t o t h a t 

e x t e n t . But t h e w i t n e s s may r e c i t e them f o r t h e 

pu r p o s e o f commenting on them, i f he has o p i n i o n s t o 

o f f e r t h a t a r e r e l e v a n t . 

MS. MUNDS-DRY: Maybe i t w i l l h e l p i f we 

c l a r i f y . We're o f f e r i n g them n o t f o r t h e e v i d e n c e , 

b u t t o o p i n e as t o w h e t h e r t h e y were -- you know, 

w h e t h e r he has any o p i n i o n s on w h e t h e r t h e y r e l a t e 

t o t h i s c a se. 

LEGAL EXAMINER BROOKS: Okay. For t h a t 

p u r p o s e I w i l l o v e r r u l e t h e o b j e c t i o n . 

Q. (By Ms. Munds-Dry) L e t ' s go t o , t h e n , 

Mr. M i d k i f f , F i n d i n g 11A and B. And i f you c o u l d , 

summarize t h o s e f o r u s . 
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A. And j u s t -- j u s t so i t ' s noted, I have 

read t h r o u g h the e n t i r e t e s t i m o n y and seen the data 

t h a t have been pres e n t e d on t h i s case, as w e l l as 

the Mewbourne case. And I do agree w i t h how they 

presented the m a t e r i a l and e v e r y t h i n g t h a t they s a i d 

i n those cases . 

Q. And what are t h e f i n d i n g s i n 11A and B? 

A. (Reading) Devon p r e s e n t e d a d d i t i o n a l 

t e s t i m o n y from an e x p e r t w i t n e s s a t the h e a r i n g as 

f o l l o w s : 

P r o d u c t i v e lenses w i t h i n the Yeso 

f o r m a t i o n are l a t e r a l l y d i s c o n t i n u o u s and d i f f i c u l t 

t o t r a c e from one w e l l t o another. The G l o r i e t a 

f o r m a t i o n i s r a r e l y produced w i t h i n t h i s . 

The amount of net pay or the s t r u c t u r a l 

p o s i t i o n w i t h i n t he Yeso f o r m a t i o n i n these w e l l s i s 

not n e c e s s a r i l y i n d i c a t i v e of the p r o d u c t i v i t y of 

the w e l l or the re s e r v e s w i t h i n t h e w e l l . 

I n a d d i t i o n , water s a t u r a t i o n c a l c u l a t i o n s 

from logs are not r e l i a b l e . The FMI logs have shown 

some f r a c t u r i n g , but f r a c t u r i n g cannot o t h e r w i s e be 

seen or r e f e r r e d from t h e open-hole l o g s . 

Q. And l e t ' s go t o F i n d i n g 16 -- s o r r y , I 

skipped a page. F i n d i n g -- i t ' s HE on page 4. 

A. (Reading) W i t h i n the n o r t h e a s t Red Lake 
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G l o r i e t a Yeso p o o l , as a d d i t i o n a l w e l l s a r e added, 

t h e i n i t i a l GOR and i n i t i a l p r o d u c t i o n f r o m t h e new 

w e l l s r e m a i n s i m i l a r ; and, t h e r e f o r e , show t h a t 

r e s e r v o i r e n e r g y has n o t been s i g n i f i c a n t l y a f f e c t e d 

by p r e v i o u s p r o d u c t i o n . 

Q. Then l e t ' s go t o page 5, F i n d i n g 16. I f 

you c o u l d p l e a s e r e a d t h a t . 

A. ( R e a d i n g ) I n c r e a s i n g t h e d e p t h b r a c k e t 

a l l o w a b l e f o r t h e n o r t h e a s t Red Lake G l o r i e t a Yeso 

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

e f f i c i e n t l y p r o d u c e t h e h y d r o c a r b o n s w i t h i n t h i s 

r e s e r v o i r , w i l l n o t r e s u l t i n e x c e s s i v e waste 

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

r e c o v e r y o f o i l f r o m t h i s r e s e r v o i r , and w i l l n o t 

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

Q. And what i s y o u r o p i n i o n , Mr. M i d k i f f , as 

t o t h e s i m i l a r i t y o r d i f f e r e n c e s between t h e 

g e o l o g i c and e n g i n e e r i n g f i n d i n g s i n t h i s o r d e r t o 

what you've t e s t i f i e d t o t h i s m o r n i n g ? 

A. W e l l , I b e l i e v e e v e r y b o d y a g r e e s t h a t t h e 

r o c k i s s i m i l a r a l l t h e way a c r o s s t h e s h e l f ; 

t h e r e f o r e , you know, you l o o k a t — a l l a c r o s s t h e 

s h e l f e v e r y b o d y w i l l t e s t i f y t o t h e h e t e r o g e n e i t y , 

t h e l ow p e r m e a b i l i t y e n v i r o n m e n t . 

And a g a i n , you know, p r o b a b l y o ur b e s t 
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d a t a s e t i s l o o k i n g a t past p r o d u c t i o n and seeing 

t h a t we have not damaged the r e s e r v o i r . We have 

produced u n r e s t r i c t e d and not damaged the r e s e r v o i r . 

And t h e r e f o r e , going f o r w a r d , I b e l i e v e 

t h a t an a l l o w a b l e t h a t does not r e s t r i c t p r o d u c t i o n 

i s -- i s -- w i l l a l l o w f o r f u l l development of the 

r e s e r v o i r and i s necessary f o r the p r e v e n t i o n of 

waste. 

Q. And i n your e x p e r t o p i n i o n , Mr. M i d k i f f , 

what do you b e l i e v e t h a t a l l o w a b l e r a t e should be? 

A. I b e l i e v e i t needs t o be at l e a s t 

300 b a r r e l s of o i l per day and an u n l i m i t e d GOR. 

Q. And why do you say t h a t ? 

A. Again, you know, the n a t u r e of the 

r e s e r v o i r , when you t a l k about a d e p l e t i o n d r i v e 

r e s e r v o i r , t h e o n l y way you can cause damage i s i f 

you have a s i g n i f i c a n t l y h i g h p e r m e a b i l i t y . This 

rock i s ver y t i g h t , i t ' s v e r y heterogeneous, you 

can't see gas break out l i k e t h a t . 

And I ' l l p o i n t t o a l l t he p r o d u c t i o n 

h i s t o r y t h a t we have where you show t y p i c a l 

d e p l e t i o n d r i v e c h a r a c t e r i s t i c s t h r o u g h o u t the 

e n t i r e h i s t o r y of t h i s p l a y . 

Q. I n your o p i n i o n , Mr. M i d k i f f , w i l l t he 

g r a n t i n g o f t h i s a p p l i c a t i o n be i n the best i n t e r e s t 
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of c o n s e r v a t i o n , t he p r e v e n t i o n of waste, and the 

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

A. Yes, ma'am. 

MS. MUNDS-DRY: Thank you, Mr. M i d k i f f . 

With t h a t , Mr. Examiner, we ask t h a t 

E x h i b i t s 12 t h r o u g h 35, except f o r E x h i b i t 30 --

t h a t ' s t he best way I can say i t , w i t h o u t g i v i n g a l l 

the numbers -- a l l t he s e r i e s between 12 and 35 

except f o r 30, which we d i d not o f f e r or d i s c u s s , be 

ad m i t t e d i n t o evidence. 

I can count them out i f t h a t h e l p s . 

TECHNICAL EXAMINER EZEANYIM: Any 

obj e c t i o n s ? 

MR. GRABLE: I am j u s t l o o k i n g now a t the 

one t h a t i s 30. 30 i s t h i s --

MS. MUNDS-DRY: We d i d not o f f e r t h a t a t 

t h i s p o i n t . 

MR. GRABLE: A l l r i g h t . No o b j e c t i o n . 

MS. MUNDS-DRY: Pass the w i t n e s s . 

TECHNICAL EXAMINER EZEANYIM: E x h i b i t s 12 

thr o u g h 35 except E x h i b i t 30 w i l l be a d m i t t e d . 

LEGAL EXAMINER BROOKS: Okay. The witn e s s 

was passed a t 11:13. 

TECHNICAL EXAMINER EZEANYIM: Your 

w i t n e s s , Mr. Grable. 
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MR. GRABLE: Thank you. Give me one 

moment t o get my book. 

EXAMINATION 

BY MR. GRABLE: 

Q. A l l r i g h t . Let's go back t o E x h i b i t 11, I 

b e l i e v e . Was t h a t t h e t h r e e - w e l l c r o s s - s e c t i o n t h a t 

Mr. Reyes presented? 

A. I t appears so. 

Q. You remember the e x h i b i t , don't you? 

A. Yes, s i r . I've got i t r i g h t here. 

Q. And as I r e c a l l your t e s t i m o n y on t h i s 

e x h i b i t , you s a i d t h a t something l i k e drainage areas 

c a l c u l a t e d from t h i s e x h i b i t would not be accu r a t e 

because of -- because the a c t u a l d r a i n a g e i s l a r g e r 

than what i s shown? 

A. W e l l , t he t h i n g i s t h a t you — you know my 

p o i n t i s , i s t h a t you have t o take a s t a t i s t i c a l 

l o o k . I f you — i f you focus on an i n d i v i d u a l w e l l , 

what your — your PHI-H c a l c u l a t i o n , which i s , you 

know, a major p a r t of t h a t c a l c u l a t i o n , i s 

r e p r e s e n t a t i v e . That PHI-H number i s r e p r e s e n t a t i v e 

of about 6 inches around the w e l l bore. 

And as heterogeneous as t h i s rock i s , 

t h a t ' s a t e r r i b l e assumption, t o assume t h a t t h a t i s 

what d e f i n e s t he r e s e r v o i r , i s t h a t s m a l l b i t of pay 
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t h a t shows up on an 8-inch diameter h o l e . 

Q. Did you do PHI-H c a l c u l a t i o n s or net pay 

c a l c u l a t i o n s or dra i n a g e areas from these t h r e e 

logs? 

A. I d i d n o t . 

Q. Okay. Did you hear Mr. Reyes t e s t i f y t h a t 

these are cased-hole logs? 

A. Yes, s i r , I guess so. 

Q. You can't do those s o r t s of c a l c u l a t i o n s 

from cased-hole l o g s , can you? 

A. I --

Q. Not a c c u r a t e l y ? 

A. I am goi n g t o have t o pass t h a t q u e s t i o n 

on t o Mr. P r e n t i c e . 

Q. Mr. who? 

A. P r e n t i c e . 

Q. Okay. 

A. But ag a i n , you know the p o i n t i s t h a t 

i t — i t ' s s t i l l — you know whichever l o g you look 

at i t on, i t i s s t i l l g o i n g t o be r e p r e s e n t a t i v e of 

a t h i c k n e s s . And t h a t t h i c k n e s s a t the w e l l bore i s 

not r e p r e s e n t a t i v e of t h e o i l . 

I f you go, a c t u a l l y , t o the next s l i d e , 

you w i l l see e x a c t l y what I'm t a l k i n g about. 

Q. That's what I want t o -- I have a l r e a d y 
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t u r n e d t h e r e . So l e t ' s go t o 12. Let's t a l k about 

E x h i b i t s 12 and 13. 

What do you want t o prove? These are 

t a l k i n g -- what do you want t o c a l l these? What do 

you want t o c a l l these l i t t l e p i c t u r e s ? 

A. I c a l l them — i t ' s a compartmentalized 

l e n s r e s e r v o i r . And t y p i c a l l y , we d e s c r i b e a 

r e s e r v o i r l i k e t h i s of being of a l e n t i c u l a r 

r e s e r v o i r . 

Q. Okay. Now, do Wells A and B r e p r e s e n t any 

r e a l w e l l s w i t h i n t h e r e s e r v o i r ? 

A. No, s i r . This i s -- t h a t ' s t y p i c a l l y what 

you see on a l o g , though, i s behav i o r l i k e t h a t . 

Q. I s t h i s h o r i z o n t a l l i n e r e p r e s e n t a t i v e of 

a n y t h i n g i n the r e s e r v o i r ? 

A. I t — i t was more or l e s s t o j u s t i n d i c a t e 

maybe a f o r m a t i o n t o p , and t h a t ' s i t . 

Q. W e l l , t h a t ' s what I say. I s t h a t supposed 

t o be the t o p of the Yeso, or what -- what's i t 

doing there? 

A. W e l l , i t ' s -- i t c o u l d be the top of the 

Yeso. Again, you know, the Yeso -- whether i t be 

the Paddock or the B l i n e b r y -- t y p i c a l l y behaves the 

same. And t h i s was j u s t a r e p r e s e n t a t i o n of the 

Yeso, however you -- whether you want t o c a l l i t the 
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Paddock o r t h e B l i n e b r y . 

Q. T h a t ' s what I'm t r y i n g t o p i n down, what 

t h i s i s supposed t o r e p r e s e n t . So am I t o assume 

t h a t t h i s -- t h e upper h o r i z o n t a l l i n e i s t h e t o p o f 

t h e Yeso and t h e b o t t o m o f t h e h o r i z o n t a l l i n e i s 

t h e base o f t h e Yeso? 

A . Yes, s i r . 

Q. Okay. And so t h e p a r t i n between, i n 

w h i c h you've c o l o r e d i n t h e s e l i t t l e l e n s e s o r pods, 

r e p r e s e n t s t h e a r e a s o f p o r o s i t y d e v e l o p i n g 

s t r a t i g r a p h i c a l l y w i t h i n t h a t o v e r a l l area? 

A. Yes, s i r . 

Q. Now, a r e t h e s e w e l l s supposed t o be 

r e p r e s e n t a t i v e — a r e you p r e s e n t i n g t h i s t o be 

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

A. Yes. T h a t ' s how -- t h a t ' s how we b e l i e v e 

t h a t t h e r e s e r v o i r behaves, y e s , s i r . 

Q. Have you seen any l o g , and have you 

p r e s e n t e d any l o g , where i t o n l y shows up one 

d i s c r e t e s e c t i o n o f p o r o s i t y on t h e e n t i r e l o g ? 

A. Yes, s i r . I b e l i e v e t h e r e ' s a c t u a l l y --

you see b e h a v i o r s i m i l a r t o t h a t on — on t h e 

p r e v i o u s e x h i b i t t h a t we were l o o k i n g a t . 

I f you w i l l l o o k on -- I guess i t ' s W e l l 

Number 47, you — 
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Q. Let me go back t o 11. 

47 i s the l e f t m o s t log? 

A. Yes, s i r . 

Q. Okay. Aren't a l l of these p o r o s i t y 

i n d i c a t i o n s ? 

A. Again, yeah. This c o u l d be -- you know, 

you see the — look a t the change from Well 

Number 47 t o Well Number 21. 

There c o u l d be, you know, sm a l l e r or 

s e v e r a l o t h e r compartments w i t h i n t h e r e s e r v o i r t h a t 

have i n t e r s e c t e d t h i s w e l l bore, yes, s i r . 

Q. Which w e l l bore? 

A. Well Number 47. 

Q. I was t a l k i n g about Well A on your 

E x h i b i t 12, which shows a w e l l i n t e r s e c t i n g o n l y one 

very t h i n edge p i e c e of a s i n g l e pod. 

I mean I'm t e l l i n g you I don't see any 

logs t h a t are i n anybody's evidence i n t h i s r e c o r d 

t h a t look l i k e t h a t on a l o g . I s n ' t t h a t t r u e ? 

A. W e l l , you know i f you w i l l look a t , I 

guess Well Number 48, and — you know, you look down 

throu g h the B l i n e b r y , and you r e a l l y j u s t have k i n d 

of t h a t one t h i c k s e c t i o n t h e r e i n the Paddock, 

t h a t ' s p a r t of -- you know as f a r as what has been 

presented, t h a t may be t h e best r e p r e s e n t a t i o n of a 
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s i n g l e , you know, lens w i t h i n the r e s e r v o i r 

i n t e r s e c t i n g . I t w i l l be i n t e r s e c t e d by t h i s w e l l . 

Q. But again, these are cased-hole logs not 

t y p i c a l l y used f o r p i c k i n g p o r o s i t y , are they? 

And t h i s shows more than one, even up i n 

the Paddock. And then some of these t h i n g s down i n 

the B l i n e b r y haven't even been c o l o r e d i n t h i s l o g . 

I s n ' t t h a t t r u e ? 

A. Yes, s i r . I t ' s very heterogeneous r o c k . 

You don't know what you're d r i l l i n g u n t i l you put a 

hole --

Q. There are p o r o s i t y curve t r a c e s g r e a t e r 

than 3 percent t h a t are not c o l o r e d green? 

A. Okay. Yes, s i r . 

Q. Let's go back t o E x h i b i t 12, then. 

I s n ' t — i n s t e a d of — how — what's the 

d i s t a n c e between Wells A and B? 

A. Again t h i s was, you know, p u r e l y a diagram 

t o i l l u s t r a t e how we look a t the r e s e r v o i r . You 

co u l d c o n s i d e r those w e l l s t o be 10-acre o f f s e t s . 

Q . But i s n ' t t h i s r e s e r v o i r , j u s t g e n e r a l l y 

speaking, as you have s a i d , e x t r e m e l y l e n t i c u l a r , 

s t r a t i g r a p h i c , and t h e r e are m u l t i p l e s t r i n g e r s 

along each of these l o g t r a c e s , not j u s t one or two? 

A. That c o u l d be t r u e , yes, s i r . 
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Q. Just -- t h i s water f l o o d i n f e r e n c e t h a t 

was coming k i n d of out of l e f t f i e l d , but i f t h i s 

was t r u l y r e p r e s e n t a t i v e , i f you co n v e r t e d t h i s Well 

A t o an i n j e c t o r , you'd o n l y water f l o o d t h i s l e n s , 

wouIdn't you? 

A. We l l , no, s i r . I f you go t o the next 

s l i d e — 

Q. Okay. 

A. -- you co u l d see what happens w i t h our 

f r a c t u r e s t i m u l a t i o n s . 

Q. A l l r i g h t . 

A. And I t h i n k what you're a l l u d i n g t o i s , 

again, why we p e r f o r a t e across t h e e n t i r e i n t e r v a l , 

because we want t o reach out and we want t o touch 

a l l t h a t , you know, w i t h our f l o o d s . We want t o 

make sure t h a t we're f l o o d i n g each of those l e n s e s . 

Q. Let's see. You had f l o o d e d t h r o u g h your 

a r t i f i c i a l f r a c t u r e s ? 

A. Yes, s i r . This — t h i s r e s e r v o i r — 

t y p i c a l l y , t h i s p l a y was n o t , you know, as 

s t a t i s t i c a l l y v i a b l e u n t i l t h e y began f r a c k i n g the 

w e l l s and c o n n e c t i n g a l l of those m u l t i p l e 

p r o d u c t i v e lenses t o g e t h e r . 

Q. Do you know a n y t h i n g about t h i s p i l o t 

f l o o d t h a t your company has done i n the Loco H i l l s ? 
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A. No, s i r . That -- Mr. P r e n t i c e has 

spearheaded t h a t p r o j e c t . 

Q. Now, are these i n d i c a t e d p e r f o r a t i o n s 

t y p i c a l of what your company does j u s t as a — k i n d 

of a p r e d e t e r m i n e d set of p e r f o r a t i o n s down thro u g h 

the w e l l bore, i r r e s p e c t i v e of l o g a n a l y s i s ? 

A. Yes, s i r . Again, you know, t h e f o l l o w i n g 

s l i d e i n d i c a t e s t h a t t h e r e ' s no c o r r e l a t i o n between 

the p r o d u c t i v i t y of o i l and what you see at the w e l l 

bore. So t h e r e f o r e , i t ' s i m p o r t a n t t o us t o make 

sure t h a t we complete the e n t i r e s e c t i o n and a v o i d 

w a s t i n g r e s e r v e t h a t d i d n ' t show up on our l o g s , 

lenses t h a t might have been o u t s i d e of our w e l l bore 

t h a t we d i d n ' t i n t e r s e c t . 

Q. Now t h i s statement i n here, "The 

assumption cannot be made t h a t what i s seen a t the 

w e l l - b o r e d e f i n e s a r e s e r v o i r , " I want t o ask you 

about t h a t . 

Now what you see at the w e l l bore t h r o u g h 

a l o g or f o r a n a l y s i s or o t h e r means of g a t h e r i n g 

data, i f i t i s done, i s a c c u r a t e , i s i t not, i f i t ' s 

done p r o p e r l y ? 

A. I f — maybe I should have s a i d the 

assumption cannot be made t h a t — what i s seen i n a 

s i n g l e w e l l bore. O b v i o u s l y , we take a l l of our 
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where we're l o o k i n g , and those go i n t o d e f i n i n g the 

r e s e r v o i r . 

But i f you are l o o k i n g a t an i n d i v i d u a l 

w e l l , and assuming t h a t t h a t d e f i n e s t he r e s e r v o i r , 

would be an i n a p p r o p r i a t e assumption. 

Q. But a r e n ' t each of the logs r e p r e s e n t a t i v e 

of the r e s e r v o i r a t the p o i n t a t which t h e y ' r e 

d r i l l e d ? 

A. Yes. They are r e p r e s e n t a t i v e of t h a t 

8-inch diameter h o l e , or however b i g the hole i s . 

Q. And r e a l l y , t he o n l y data you have i s the 

data you get from l o g g i n g f o r a n a l y s i s and 

p r o d u c t i o n . The o n l y data you have i s the data t h a t 

comes from i n d i v i d u a l w e l l s ? 

A. Yes, s i r . And t h a t ' s why you must look a t 

i t t o g e t h e r , and not j u s t a s i n g l e w e l l . You have 

t o look a t a l l d a t a , you know. 

And l i k e I s a i d b e f o r e , you c o u l d take --

as s t a t i s t i c a l and heterogeneous as t h i s r e s e r v o i r 

i s , you c o u l d take a s i n g l e w e l l , a s i n g l e example, 

and t r y t o , you know, draw any c o n c l u s i o n from i t 

t h a t you wanted t o . I t i s i m p o r t a n t t o look a t a l l 

data, a l l the w e l l s . 

Q. W e l l , I t h i n k everybody would agree w i t h 
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you on t h a t . But i t i s your company's p r a c t i c e , 

a l s o , not t o t a k e cased-hole logs -- or I mean 

open-hole logs -- on a p p r o x i m a t e l y t h r e e out of f o u r 

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

A. W e l l , t y p i c a l l y , t h a t ' s o n l y done i n areas 

t h a t we have a s i g n i f i c a n t amount of w e l l s t h a t have 

d r i l l e d t h r o u g h , and so we have a v e r y good 

un d e r s t a n d i n g of the r e s e r v o i r a t t h a t p o i n t . 

So at t h a t p o i n t , yeah, i t becomes 

unnecessary t o -- t o d r i l l another. -- I mean t o run 

those l o g s . 

Q. Do you -- I asked Mr. Reyes, and he d i d n ' t 

know. But do you know how many w e l l s i n your area 

of i n t e r e s t Concho has d r i l l e d and how many of them 

you have run open-hole log s on? 

A. No, s i r , I do n o t . 

Q. And t h i s s l i d e a l s o says Wells A and B 

have s i m i l a r r e s e r v e s . One of t h e r e s e r v e 

numbers — and a g a i n , i s t h i s j u s t k i n d of a c a r t o o n 

assumption t h a t t h e y ' r e going t o have s i m i l a r 

r e s e r v e s ? 

A. E x a c t l y . You know, b a s i c a l l y , you look at 

the volume of what -- those lenses t h a t I have 

i l l u s t r a t e d on t h e r e , and assume t h a t those volumes 

are going t o be about t h e same. And so you have 
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s i m i l a r r e s e r v e s whenever you t r y t o apply a 

drainage area t o t h a t , based on the net pay 

encountered f o r t h a t w e l l bore. 

You're going t o c a l c u l a t e a much b i g g e r 

drainage area f o r the w e l l t h a t has a much lower 

PHI-H versus a w e l l t h a t has a much h i g h e r PHI-H. 

And t h a t ' s why you can't look a t i t i n d i v i d u a l l y . 

You take the average of those w e l l s , and t h a t ' s 

p r o b a b l y a b e t t e r i n d i c a t i o n o f — of your average 

drainage area. 

Q. Okay. And these are the averages t h a t 

come o f f of your E x h i b i t 38? 

A. Yes, s i r . 

Q. Now, do you know what the ranges are 

w i t h i n those averages? 

A. I — 

Q. What's the h i g h and low t h a t come out t o 

an average of 9.2? 

A. You know, I looked a t the data. I've got 

the ranges, and I don't know i f I have t h i s w i t h me. 

But I looked a t the ranges from p r o b a b l y about 17/29 

over t o 17/32. And t y p i c a l l y on a lease b a s i s , t he 

average t h a t you see i s anywhere from l i k e 11 acres 

i n t he Paddock t o , you know, 6 acres i n the Paddock. 

Or i n t h e B l i n e b r y t h e range i s t y p i c a l l y 
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from, you know, even down t o 1 t o 2 acres up t o 

maybe 6 acres. I t ' s v e r y -- again, i t ' s very 

complex r o c k . 

Q. Can you get t h a t i n f o r m a t i o n showing the 

ranges w i t h i n these averages and f u r n i s h i t t o us? 

A. Of the -- of the drainage areas? 

Q. Yes. 

A. Yes, s i r . I -- I might have t h a t w i t h me. 

I might be able t o get t h a t f o r you at l u n c h . 

Q. Now you make a statement i n here, j u s t as 

k i n d of a g e n e r a l r e p r e s e n t a t i o n , t h a t these w e l l s 

had s i m i l a r r e s e r v e s . 

Haven't you a c t u a l l y seen a f a i r l y wide 

range i n re s e r v e s i n the w e l l s you've d r i l l e d ? 

A. I t depends on where you're t a l k i n g about. 

I mean i t ' s -- again, i t ' s s t a t i s t i c a l . And t h e 

p o i n t of t h e i l l u s t r a t i o n was t o show why the — t h e 

drai n a g e areas. 

Q. No, I understand t h a t . But I j u s t want t o 

t e s t your statement t h a t -- I take i t from the 

e x h i b i t t h a t you are p u t t i n g out i s a — i s a 

statement t h a t i s a p p l i c a b l e across the r e s e r v o i r , 

t h a t you're going t o have s i m i l a r r e s e r v e s . And I 

t h i n k t he data r e a l l y shows o t h e r w i s e , doesn't i t ? 

A. W e l l , i t v a r i e s , you know, from where 
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you're at i n the p l a y , yes, s i r . I t depends. 

Q. I t ' s b e t t e r t o the west and worse t o the 

eas t , i n general? 

A. Yes, s i r . And agai n , we're r e p r e s e n t i n g 

w e l l s t h a t are on -- you know, aga i n , a p p r o x i m a t e l y 

10-acre spacing here, i s what t h e i l l u s t r a t i o n i s . 

So t h e r e ' s going t o be w e l l s t h a t are p o s s i b l y i n 

the same area. 

Q. But i n a t r u e s t a t i s t i c a l p l a y you would 

d r i l l a l l of those because you don't know where the 

good ones are going t o be, so you've got t o d r i l l 

enough holes t o get a broad enough spread across t h e 

area t h a t you're going t o get t h e good ones w i t h t h e 

bad ones? 

A. Yes, s i r . And i n f a c t , i f you look at 

the -- the map t h a t I have g o t , k i n d of r e p r e s e n t i n g 

17 South, 30 East, S e c t i o n 8, a l l of those 10-acre 

w e l l s have had s i m i l a r p r o d u c t i o n curves, and they 

were — a l l appear t o be economic w e l l s . So you 

know, t h a t shows t h a t i n a s p e c i f i c area you can 

have s i m i l a r p r o d u c t i o n c h a r a c t e r i s t i c s . 

Q. What does Concho c o n s i d e r an economic w e l l 

i n t h i s r e s e r v o i r , as f a r as reserves? 

A. Oh, you know, i t depends on where you're 

a t . Because, you know, i t gets -- i t gets s h a l l o w e r 
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i n some areas. So you know, t h a t has a b i g e f f e c t 

on your economics. I t r e a l l y , t h e r e ' s a -- t h e r e ' s 

a range from one end t o the ot h e r depending on where 

you're d r i l l i n g . 

Q. The deeper t o the east? 

A. Deeper t o the east, yes, s i r . 

Q. And h i g h e r water s t a t s t o the east? 

A. I have not s t u d i e d t h a t . 

Q. But on average, you would need -- you're 

l o o k i n g f o r 50,000 b a r r e l s i n o i l , or what are 

you --

A. At l e a s t 50,000 b a r r e l s , yes, s i r . 

Q. You wouldn't d r i l l a w e l l f o r 

20,000 b a r r e l s , would you? 

A. Not i n t e n t i o n a l l y . 

Q. Okay. What s o r t of payout time does COG 

t y p i c a l l y l o o k f o r under these o i l p r i c e s ? 

A. Oh, our payout times are u s u a l l y l e s s than 

a couple o f year s . I don't — I can't g i v e you an 

exact number on t h a t . I don't have a set of our 

economics i n f r o n t of me. 

Q. So you would have a f a i r number of w e l l s 

t h a t don't pay out i n one year? 

A. That, I -- I don't f e e l c o m f o r t a b l e 

answering t h a t , because I don't know o f f the t o p of 
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my head. 

Q. W e l l , I am coming back t o t h i s a gain. 

I f you t h i n k these w e l l s t y p i c a l l y have 

s i m i l a r r e s e r v e s , and you can't t e l l from the logs 

what t h e y ' r e going t o co n n e c t . t o a f t e r you f r a c 

them, why do you see such d i f f e r e n c e s i n the 

reserve s w e l l t o w e l l ? 

A. The heterogeneous n a t u r e of the r e s e r v o i r . 

You don't know what you're i n t e r s e c t i n g . You know, 

I r e a l l y t h i n k — you know, t h i s i s j u s t an 

i l l u s t r a t i o n . 

But i f you look a t the next s l i d e , the 

p l o t of PHI-H versus p r o d u c t i v i t y , t h a t ' s r e a l - w o r l d 

data r i g h t t h e r e showing, again, t e x t b o o k 

d i s t r i b u t i o n f o r no c o r r e l a t i o n . I t -- i t ' s very 

obvious. 

Q. W e l l , l e t ' s l ook a t t h a t next one. Now, 

t h i s -- t h i s i s one you c o r r e c t e d from your f i r s t 

p l o t , r i g h t ? 

A. Yes, s i r . 

Q. What w e l l s d i d you take o u t , going from 

the o r i g i n a l 14 t o t h i s 14? 

A. I wanted t o narrow i t down t o j u s t w e l l s 

t h a t were completed w i t h i n the f i r s t t h r e e months. 

Q. I n both zones? 
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A. Yes, s i r . I'm s o r r y . Yes, both zones. 

Q. For the f i r s t t h r e e months? 

A. Yes, s i r . That way i t was — you know, i t 

was the most r e p r e s e n t a t i o n of the a c t u a l c a p a c i t y 

t h a t t h a t w e l l had. 

Q. Now the i n i t i a l p r o d u c t i o n r a t e would bear 

maybe not a d i r e c t l i n e a l r e l a t i o n s h i p , but 

c e r t a i n l y a s u b s t a n t i a l r e l a t i o n s h i p t o the u l t i m a t e 

r e s e r v e s f o r the w e l l , would i t not? 

A. Sometimes, yes, s i r . 

Q. Do they d e c l i n e s i m i l a r l y ? 

A. We t y p i c a l l y --

Q. The type --

A. I'm s o r r y ? 

Q. The type curve of d e c l i n e ? 

A. I t depends on where you're a t . But 

t y p i c a l l y , yes, s i r , we — we model w e l l s s i m i l a r l y 

t h e r e i n the same area. 

Q. A l l r i g h t . But what you're t r y i n g t o 

demonstrate from t h i s , t h a t you do not see a 

c o r r e l a t i o n between 12-month c u m u l a t i v e o i l and 

PHI-H from the l o g data? 

A. Yes, s i r . And k i n d of what you were 

s a y i n g how, you know, IPs can be r e p r e s e n t a t i v e of 

the u l t i m a t e r e c o v e r y , w e l l , I wanted t o take t h a t a 
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s t e p f u r t h e r . T h a t way, i t wasn't j u s t IPs v e r s u s 

PHI-H. That way, you've g o t an a c t u a l i n d i c a t i o n o f 

12 months o f p r o d u c t i o n , so you have a good 

i n d i c a t i o n o f what t y p e o f b e h a v i o r t h a t w e l l was 

g o i n g t o have v e r s u s PHI-H. 

Q. But t h e s e - a r e 12 months, n o t one-month 

I P s , r i g h t ? Not i n s t a n t a n e o u s IP? 

A. I t ' s a 12-month c u m u l a t i v e o i l p r o d u c t i o n . 

Q. But y o u ' r e n o t t r y i n g t o show f r o m t h i s 

g r a p h t h a t t h e s e i n i t i a l p r o d u c t i o n 12-month r a t e s 

do n o t bear a r e l a t i o n s h i p t o u l t i m a t e r e s e r v e s ? 

A. I'm s a y i n g t h a t t h e i n i t i a l 12-month 

p r o d u c t i v i t y does n o t b e a r a c o r r e l a t i o n t o 

r e s e r v e s ? 

Q. Yes. T h a t ' s n o t y o u r t e s t i m o n y ? 

A. That i s n o t my t e s t i m o n y , b u t you w o u l d 

t y p i c a l l y e x p e c t t h a t t o be t r u e . 

Q. I t w o u l d be t r u e t h a t i t does be a r a 

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

A. Yes, s i r . And a g a i n , n o t a l l t h e t i m e . 

Q. R i g h t . So t h e n I'm g e t t i n g back a g a i n t o 

i f -- i f y o u r E x h i b i t 13 i s a c c u r a t e , t h a t w e l l s 

have, q u o t e , s i m i l a r r e s e r v e s and y o u ' r e g o i n g t o 

f r a c i n t o a b o u t t h e same number o f l e n s e s , you 

r e a l l y d o n ' t see t h a t i n t h e e n g i n e e r i n g d a t a . You 
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see s i g n i f i c a n t d i f f e r e n c e s between the w e l l s . I s 

t h a t t r u e ? 

A. Restate t h a t . I'm s o r r y . 

Q. I s n ' t i t t r u e t h a t you see a s i g n i f i c a n t 

d i f f e r e n c e among t h e u l t i m a t e p r o d u c t i o n w e l l t o 

w e l l across your w e l l s i n t h i s f i e l d ? 

A. You know, from -- from -- w i t h i n an area 

we t y p i c a l l y see the same type of -- of w e l l 

performance. But you know, we're t a l k i n g about — 

you know, I don't know how many townships here or 

ranges here. I t ' s a l a r g e area, so i t ' s hard t o say 

t h a t about t h a t b i g of an area. 

But w i t h i n a c e r t a i n area you do expect 

s i m i l a r w e l l performance. 

Q. Do you know, on E x h i b i t 14, what area or 

areas these w e l l s are l o c a t e d ? How many of them 

would be i n , quote, s i m i l a r areas? 

A. This i s a -- I b e l i e v e i t ' s -- w e l l , I 

know i t i s . I t ' s a p l o t of every w e l l t h a t we had 

w i t h i n t he a p p l i c a t i o n area t h a t we had PHI-H 

numbers f o r , t h a t had B l i n e b r y and t h e Paddock both 

added w i t h i n t he f i r s t 12 months. 

So i t ' s -- i t ' s an area -- again, t h a t ' s 

one of the main t h i n g s I want t o s t r e s s , i s you have 

t o look a t t h e whole p i c t u r e . You can't look a t an 
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i n d i v i d u a l w e l l . You have t o l o o k a t t h e whole 

p i c t u r e , because you c o u l d make any i n d i v i d u a l case 

r e p r e s e n t w h a t e v e r you wanted i t t o . As 

h e t e r o g e n e o u s as t h e r e s e r v o i r i s , i t ' s v e r y 

c omplex. You a r e g o i n g t o see much d i f f e r e n t 

b e h a v i o r i n c e r t a i n p l a c e s . 

Q. L e t ' s go t o y o u r E x h i b i t s 15 and 16, t h e 

a e r i a l v i e w o f t h e l e n s e s . Are t h o s e k i n d o f w i n g 

t a p e t h i n g s , y o u r o p i n i o n o f how t h e f r a c t u r e s 

s p r e a d o u t on s t i m u l a t i o n i n t h i s r e s e r v o i r ? 

A. T y p i c a l l y , y e s , s i r . 

Q. W i t h t h e f r a c s t h a t Concho employs? 

A. Yes, s i r . 

Q. I s Concho now d o i n g s l i c k w a t e r f r a c s ? 

A. Not -- no, s i r , I d o n ' t b e l i e v e so. 

Q. You use g e l f o r f l u i d ? 

A. Yes, s i r . 

Q. And do you know w h e t h e r -- i s n ' t i t t r u e 

t h a t g e l u s u a l l y e x t e n d s a s h o r t e r d i s t a n c e o u t i n t o 

t h e r e s e r v o i r t h a n s l i c k w a t e r ? 

A. I'm n o t a — I'm n o t a c o m p l e t i o n s 

e n g i n e e r . So, you know, I — I w o u l d assume t h a t t o 

be t r u e based on my u n d e r s t a n d i n g . But a g a i n , I'm 

n o t a c o m p l e t i o n s e n g i n e e r . 

Q. A l l r i g h t . A r e you aware o f t h e 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4 t h S t r e e t , NW, S u i t e 105, A l b u q u e r q u e , NM 87102 

( 5 0 5 ) 8 4 3 - 9 2 4 1 



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 

165 

d i f f e r e n c e s i n f l u i d volumes between the s l i c k w a t e r 

f r a c s employed by B u r n e t t now and the g e l f r a c s 

Concho uses? 

A. Yes, s i r , I do understand some of the 

d i f f e r e n c e s . There's much l a r g e r volumes t y p i c a l l y 

pumped by B u r n e t t . 

Q. I n t h e range of f i v e t o t e n times the 

volume ? 

A . Yes, s i r . 

Q. How about sand or o t h e r propense? 

A. I haven't s t u d i e d t h a t . 

Q. Are you e x p r e s s i n g any o p i n i o n , then, as 

t o whether or not you -- these E x h i b i t s 15 and 16 

would be r e p r e s e n t a t i v e of how many lenses or 

s t r a t i g r a p h i c i n t e r v a l s a 20-acre w e l l d r i l l e d by 

B u r n e t t would c o n t a c t ? 

A. I b e l i e v e i f you -- i f you -- i f you took 

a w e l l , l i k e you're s u g g e s t i n g t h a t has longer f r a c 

l i n k s on i t , w e l l , i f you took those planes and j u s t 

extended them out f o r j u s t two w e l l s , y o u ' l l see a l l 

the w e l l s — t h e re s e r v e s w i t h i n t he middle of the 

p r o r a t i o n u n i t , a l l of those l e n s e s , those 

compartments t h a t are o i l b e a r i n g and p r o d u c t i v e 

t h a t would not be c o n t a c t e d or -- w i t h t h a t type of 

co m p l e t i o n . You need a d e n s i t y t o be able t o 
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i n t e r s e c t a l l of those l e n s e s . 

Q. W e l l , but sim p l y p u t , i f t h e f r a c t u r e 

p a t t e r n goes out f a r t h e r , i t ' s going t o connect more 

lenses ? 

A. Yes, s i r , i t w i l l . I t -- p o s s i b l y . I 

mean I haven't ever been down the h o l e . So... 

Q. Are you aware t h a t B u r n e t t ' s w e l l s , on 

average, have s i g n i f i c a n t l y l a r g e r reserves than 

Concho's w e l l s ? 

A. I have not seen t h a t . 

But a g a i n , you would expect i t because, 

you know l i k e I r e p r e s e n t e d on t h a t one p l o t , you're 

p r o b a b l y g o i n g t o get a l i t t l e b i t h i g h e r i n i t i a l 

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

those -- those examples r i g h t t h e r e ( i n d i c a t i n g ) , 

they had both B l i n e b r y and Paddock completions i n 

them. They — i t — e v e n t u a l l y w e l l performance 

i s — l a t e t i m e , i s goi n g t o be s i m i l a r . So a l l 

the — r e a l l y , t h e i n c r e m e n t a l i s what you see t h e r e 

at the b e g i n n i n g , and i t ' s not e x a c t l y -- you're 

r e c o v e r i n g much more o i l w i t h i n c r e a s e d d e n s i t y . 

Q. Let's go t o your E x h i b i t 17. I t ' s the 

f i r s t c r o s s - s e c t i o n . There we go. 

Now t h e t h r e e w e l l s d e p i c t e d on the 

c r o s s - s e c t i o n are these t h r e e w e l l s where I'm 
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p o i n t i n g ( i n d i c a t i n g ) i n S e c t i o n 13, c o r r e c t ? 

A. Yes, s i r . 

Q. And i f I have done my c o u n t i n g r i g h t , t h i s 

w o u l d be t h e 4 0 - a c r e t h a t w o u l d be 13K, and t h i s 

s o u t h e r n one w o u l d be 13N? 

A. T h a t ' s my u n d e r s t a n d i n g , y e s , s i r . 

Q. Now 13N, Nancy, has two v e r t i c a l w e l l s ? 

A . Yes, s i r . 

Q. And 13K has a s i n g l e v e r t i c a l w e l l ? 

A . Yes, s i r . 

Q. The s i n g l e v e r t i c a l w e l l b e i n g t h i s w e l l 

h e r e ( i n d i c a t i n g ) ? 

A. Yes, s i r . As f a r as -- you know my 

u n d e r s t a n d i n g , we f i l t e r e d t h e s e w e l l s down t o w e l l s 

t h a t were j u s t , you know, w i t h i n t h e Yeso f o r m a t i o n . 

So . . . 

Q. Yes. I t h i n k t h a t ' s a l l t h a t B u r n e t t has 

o u t h e r e . But anyway, t h i s i s t h e t o e , where I'm 

p o i n t i n g now ( i n d i c a t i n g ) , f o r t h e h o r i z o n t a l w e l l 

a t t h e n o r t h end i n K. I s n ' t t h a t t h e t o e , or t h e 

end o f t h e h o r i z o n t a l t r a c e o f t h e w e l l b o r e ? 

A. T h a t ' s my u n d e r s t a n d i n g , y e s , s i r . 

Q. So t h e n t h e v e r t i c a l p o r t i o n i s somewhere 

o v e r h e r e ( i n d i c a t i n g ) ? 

A . Yes, s i r . 
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Q. Do you know a t what p o i n t i t e n t e r s t h e 

Yeso and b e g i n s t o have p e r f o r a t i o n s ? 

A. We t r i e d t o i l l u s t r a t e a l l t h e 

p e r f o r a t i o n s on t h e c r o s s - s e c t i o n t h e r e . And a g a i n 

you see t h e Xs a l o n g t h a t a r e p l o t t e d a l o n g t h e w e l l 

b o r e . I f you a c t u a l l y -- i t ' s h a r d t o see on t h e 

computer s c r e e n . B ut i f you a c t u a l l y l o o k on t h e 

map you can see where t h e y a r e . 

Q. W e l l , do you have a p o i n t e r ? About where 

w o u l d i t b e g i n ? 

A. L e t me see. 

Q. R i g h t a b o u t h e r e ( i n d i c a t i n g ) ? 

A. About r i g h t t h e r e ( i n d i c a t i n g ) , l i k e v e r y 

c l o s e t o t h o s e o t h e r — I ' d p o i n t o u t ab o u t 2 i n c h e s 

f r o m t h e l a s e r p o i n t h e r e . I c a n ' t — r i g h t t h e r e 

( i n d i c a t i n g ) , v e r y c l o s e . I t ' s a l m o s t between t h e 

14 — 

Q. Are we t a l k i n g a b o u t a v e r t i c a l p r o j e c t i o n 

a t t h i s p o i n t , i f t h i s p e r f o r a t i o n i s — we're 

t a l k i n g a b o u t b r i n g i n g t h i s up t o t h e s u r f a c e , b e i n g 

t h e p o i n t o f w h i c h , i n t h a t t r a c e o f t h e h o r i z o n t a l 

w e l l b o r e , i t ' s a c t u a l l y p e r f o r a t e d i n t h e Paddock? 

A. Yes, s i r . That w o u l d appear t o be. 

Q. And you say i t i s — I d o n ' t know what t h e 

s c a l e o f -- i s t h e r e a s c a l e a c r o s s h e r e ? 
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A. I don't know i f t h e r e i s -- w e l l , 

a c t u a l l y , I b e l i e v e t h a t t h e r e i s up t h e r e a t the 

very t o p . I t ' s between the -- l e t ' s see here. 

Q. I t h i n k t h a t ' s 600- — 

A. I t ' s 327 f o r the -- between the Well 

Number 14 and Well Number 13. 

Q. R i g h t . I t ' s — 

A. And a p p r o x i m a t e l y 700 f e e t between Well 

Number 13 and Well Number 12. 

Q. Okay. From t h e i r s u r f a c e l o c a t i o n s ? 

A . Yes, s i r . 

Q. But you haven't p l o t t e d where a v e r t i c a l 

p r o j e c t i o n of t h a t -- t h i s i n i t i a l p o r t i o n of the 

p e r f o r a t i o n s i s , but i t would f a l l somewhere --

A. I t ' s p l o t t e d along t h e w e l l bore t h e r e . 

Q. -- somewhere along t h e r e ( i n d i c a t i n g ) ? 

A. Yes, s i r . L i k e I s a i d , you can see i t on 

the map. 

Q. Now t o understand t h i s , i n f a c t i n 

th r e e - d i m e n s i o n , t h i s h o r i z o n t a l w e l l bore i s not 

p o i n t i n g r i g h t a t t h e o t h e r w e l l , i s i t ? I t would 

a c t u a l l y be p o i n t i n g o u t , e s s e n t i a l l y , 90 degrees 

back out of t h e paper t h i s d i r e c t i o n ( i n d i c a t i n g ) , 

would i t not? 

A . Yes, s i r . 
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Q. But t h a t ' s j u s t the n e c e s s i t y of 

r e p r e s e n t i n g 3D on a 2D piec e of paper? 

A. Ye s, s i r . 

Q. Now — okay. So what we have i n these two 

40-acre s u b d i v i s i o n s , p r o r a t i o n s , are a t o t a l of 

t h r e e v e r t i c a l w e l l s i n a s i n g l e h o r i z o n t a l w e l l , 

c o r r e c t ? 

A. W e l l , we have i l l u s t r a t e d two v e r t i c a l 

w e l l s and one h o r i z o n t a l . But t h e r e i s , yes, 

another v e r t i c a l w e l l t h e r e . 

Q. There's one v e r t i c a l w e l l — 

A . Yes, s i r . 

Q. On your s e c t i o n you've got the two 

v e r t i c a l s i n 13N, Nancy, but t h e r e ' s another 

v e r t i c a l i n 13K? 

A . Ye s, s i r . 

Q. So I'm j u s t l o o k i n g a t t h e d e n s i t y of 

development here. We have -- we have t h r e e v e r t i c a l 

w e l l s , r i g h t ? 

A. Three v e r t i c a l w e l l s , yes. 

Q. I n 80 acres? 

A. Yes, s i r . 

Q. And then we have a s i n g l e h o r i z o n t a l w e l l ? 

A. Yes, s i r . 

Q. So i f we count t h a t as two w e l l s , you've 
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got f i v e w e l l s i n 80? 

A. The h o r i z o n t a l ? 

Q. Yes. 

A. Yes. 

Q. And then the h o r i z o n t a l has p e r f o r a t i o n s 

i n — some p e r f o r a t i o n s i n N and more p e r f o r a t i o n s 

i n K? 

A. W e l l , you — one way you need t o look at 

i t , though, i s as many d i f f e r e n t p e r f o r a t i o n s as you 

see along t h a t w e l l bore, you can almost c o n s i d e r 

those m i n i - c o m p l e t i o n s along t h a t w e l l bore. So 

i t ' s r e a l l y not a good r e p r e s e n t a t i o n because, you 

know, i t shows t h a t -- I t h i n k -- I b e l i e v e t h e i r 

average spacing between t h e i r c ompletions i s about 

200 f e e t , which i n d i c a t e s t h a t they are wanting t o 

i n t e r s e c t as much of the r e s e r v o i r as they can, 

based o f f how they p e r f o r a t e and how the y complete. 

Q. Let's back up again. Are you — i s n ' t the 

d i v i s i o n now c o n s i d e r i n g r u l e s f o r t r e a t m e n t of 

h o r i z o n t a l w e l l s ? I mean gi v e n an a l l o w a b l e , i f 

you've got a h o r i z o n t a l w e l l i n t e r s e c t i n g two 40s, 

don't we get an 80-acre a l l o w a b l e ? 

A. Yes, s i r . That's my u n d e r s t a n d i n g . 

Q. I s n ' t i t k i n d of the i n d u s t r y 

u n d e r s t a n d i n g t h a t i f you've got a h o r i z o n t a l w e l l 
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across these two p r o r a t i o n u n i t s , spacing u n i t s , 

whatever you want t o c a l l them, they should count as 

a w e l l i n each one? 

A. Yes, s i r . 

Q. So again g o i n g back t o my.example, what 

you have here, even c o u n t i n g t he h o r i z o n t a l w e l l as 

two w e l l s , you've got f i v e w e l l s i n 80 acres? 

A. I t i s . But ag a i n , t h a t ' s j u s t a — t h a t ' s 

j u s t a number. What you have t o look a t i s how the 

r e s e r v o i r i s being completed, and you have many 

more -- l i k e i t ' s a c t u a l l y — t h e r e ' s o b v i o u s l y an 

attempt t h e r e t o i n t e r s e c t as much of the r e s e r v o i r 

as p o s s i b l e . You can't j u s t c a l l i t one w e l l , 

because t h e r e ' s an a t t e m p t t o complete as much of 

t h a t r e s e r v o i r as p o s s i b l e t h a t ' s connected t o t h a t 

w e l l . 

Q. Do you know t h e t o t a l amount of 

p e r f o r a t i o n s i n t h i s ? 

A. They should a l l be i n d i c a t e d on t h a t map 

t h e r e . 

Q. We l l , I'm s o r r y . I've had good eyes f o r 

years but t h e y ' r e s t a r t i n g t o f a i l me. I don't see 

them. 

But j u s t l o o k i n g a t your — I mean i f the 

scale i s a l l the same, t h e amount of p e r f o r a t i o n s i n 
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the v e r t i c a l w e l l s look about the same as i n the 

h o r i z o n t a l w e l l , don't t h e y --

A. Well --

Q. -- t o t a l number of f e e t ? 

A. -- again, what -- i f we had p r o j e c t e d , and 

t h a t ' s a -- t h a t a l l the way out, i t would have j u s t 

made an u n n e c e s s a r i l y l o n g c r o s s - s e c t i o n . We had 

our -- we had our -- when t h i s was made we had i t 

r e p r e s e n t and show t h a t t h e h o r i z o n t a l was landed i n 

the same f o r m a t i o n . But we d i d n ' t n e c e s s a r i l y . . . 

Q. A l l r i g h t . W e l l , t h e assumption -- I'm 

a s k i n g you t o make t h e assumption; i t ' s not your 

assumption. But c o u n t i n g the h o r i z o n t a l w e l l as two 

w e l l s , you've got o n l y s l i g h t l y more dense 

development i n t h i s 80 acres than you would on 20. 

You've got f i v e w e l l s i n 80 acres? 

A. W e l l , i t ' s my u n d e r s t a n d i n g t h a t a n y t h i n g 

more than two w e l l s w i t h i n a 40-acre p r o r a t i o n i s 

co n s i d e r e d l e s s than 20-acre spacing. 

Q. R i g h t . But i t ' s not d r i l l e d i n t o 

10 acres, though, i s i t ? 

A. I t ' s n o t . But i f you look a t what i s 

co n s i d e r e d t o be 10-acre spacing, i t ' s 660 f e e t 

a p a r t . And you can, you know, k i n d of e y e b a l l and 

see them, t h a t you have co m p l e t i o n s w i t h i n 3- t o 
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400 f e e t of each o t h e r . So t h i s i s -- t h i s i s 

r e p r e s e n t a t i v e of much c l o s e r s p acing than 10-acre 

spacing. 

Q. Maybe i n t h i s i s o l a t e d area, but not 

across the whole 80 acres? 

A. W e l l , i f you look a t t h e t h r e e h o r i z o n t a l s 

t h e r e i n S e c t i o n 14 and s e c t i o n -- s t r e t c h i n g over 

i n t o S e c t i o n 13, you can see t h a t ' s t h r e e -- t h r e e 

h o r i z o n t a l s t h a t are a l l completed w i t h i n 10 acres. 

I t would be c o n s i d e r e d 10-acre o f f s e t s t o each 

o t h e r . 

And those w e l l s -- you know i f you put 

f o u r v e r t i c a l w e l l s w i t h i n a s i n g l e p r o r a t i o n u n i t , 

one h o r i z o n t a l w e l l i s going t o i n t e r s e c t two 

l o c a t i o n s and another h o r i z o n t a l i s going t o 

i n t e r s e c t two l o c a t i o n s . T h e r e f o r e , i t would be 

cons i d e r e d , you know, at l e a s t f o u r completions 

w i t h i n a p r o r a t i o n u n i t . And -- and you have 

a c t u a l l y got more than t h a t , because you have 

i n c r e a s e d your number of p e r f o r a t i o n s across t h a t 

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

I guess my f i n a l p o i n t i s you can't j u s t 

look a t t h e number of w e l l bores. You have t o look 

at how the r e s e r v o i r was developed. 

Q. A l l r i g h t . W e l l , l e t ' s l o o k a t your next 
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one, Number 19. 

MS. MUNDS-DRY: I'm s o r r y t o i n t e r r u p t . 

I'm w o n d e r i n g i f y o u ' r e g o i n g t o be much l o n g e r . 

We're g e t t i n g c l o s e t c t h e l u n c h h o u r . 

MR. GRABLE: I ' v e p r o b a b l y g o t about 15 

m i n u t e s o r so, maybe more. L e t ' s go ahead and t a k e 

our l u n c h b r e a k now. We've g o t r e s e r v a t i o n s . 

TECHNICAL EXAMINER EZEANYIM: Okay. Yeah. 

At t h i s p o i n t , I t h i n k we're g o i n g t o go ahead and 

t a k e our l u n c h b r e a k . W e ' l l be back by 1:00. I s 

t h a t okay w i t h e v e r y b o d y ? 

LEGAL EXAMINER BROOKS: Yes. I t ' s 11:40 

now . 

(A l u n c h r e c e s s was t a k e n f r o m 11:52 a.m. 

t o 1:02 p.m.) 

TECHNICAL EXAMINER EZEANYIM: Good 

a f t e r n o o n . We're g o i n g t o go back o n t o t h e r e c o r d . 

I t ' s now a p p r o x i m a t e l y 1:00, so t h a n k you f o r coming 

back on t i m e . 

Mr. G r a b l e , you a r e i n t h e p r o c e s s o f 

c r o s s - e x a m i n a t i o n . So you can c o m p l e t e -- b u t 

b e f o r e . w e do, l e t ' s t r y t o g i v e you an i d e a o f how 

much t i m e you have. 

LEGAL EXAMINER BROOKS: What my c h a r t 

shows i s t h a t B u r n e t t / H u d s o n has 5 h o u r s and 27 
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m i n u t e s r e m a i n i n g , and t h e b t h e r p a r t i e s have 9 

h o u r s and 48 m i n u t e s r e m a i n i n g . 

My a r i t h m e t i c p r o b a b l y needs t o be 

checke d . 

TECHNICAL EXAMINER EZEANYIM: Yeah, t h a t ' s 

a p p r o x i m a t e l y . W e ' l l check t h a t , b u t I j u s t w anted 

t o g i v e you an i d e a o f what we a r e d e a l i n g w i t h . 

Go ahead, Mr. G r a b l e . 

MR. GRABLE: Thank you v e r y much, 

Mr. Ezeanyim. 

Q. (By Mr. G r a b l e ) Mr. M i d k i f f , I want t o 

t a l k a b o u t y o u r E x h i b i t s 18, 20, and 22. 

MR. GRABLE: Mr. R a n k i n , i f you c o u l d p u t 

t h a t up on t h e s c r e e n . 

MR. RANKIN: Which one? 

MR. GRABLE: The g r a p h i c a l p r e s e n t a t i o n o f 

t h e m o n t h l y o i l p r o d u c t i o n t h a t f o l l o w s t h a t . Maybe 

I misnumbered them. 

Q. (By Mr. G r a b l e ) 20 and 22 a r e t h e ones 

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

o f g e t you t o g e t i n mind o f what we're g o i n g t o be 

t a l k i n g a b o u t , a l l t h r e e o f t h e s e . 

And as I u n d e r s t a n d y o u r c o n c l u s i o n f r o m 

t h e s e , a f t e r l o o k i n g a t t h e B u r n e t t w e l l s t h a t you 

p i c k e d o u t i n t h e p r e c e d i n g c r o s s - s e c t i o n s t h a t we 
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were d i s c u s s i n g p r i o r t o the lunch break, I 

understand your c o n c l u s i o n t o be t h a t you see no 

i n t e r f e r e n c e among or between the B u r n e t t w e l l s t h a t 

were d r i l l e d on -- c l o s e r than t he 20 acres, 

b a s i c a l l y . 

A. Yes, s i r . 

Q. Now, you a l s o r e c o g n i z e d i n your t e s t i m o n y 

a couple of times t h a t B u r n e t t uses a l a r g e r 

f r a c t u r e s t i m u l a t i o n than Concho. 

A. Yes, s i r . 

Q. Now i n l o o k i n g a t a l l t h e data which you 

say i s i m p o r t a n t , wouldn't i t be i m p o r t a n t t o know 

how the w e l l s t h a t you have s e l e c t e d f o r these 

examples were completed and s t i m u l a t e d ? 

A. Yes, s i r . 

Q. Do you — are you aware t h a t i n each — i n 

each case the w e l l s on 18 and the w e l l s on 20 and 

the w e l l s on 22, which are the w e l l s t h a t are on the 

c r o s s - s e c t i o n s , r e s p e c t i v e l y 17, 19, and 21, are 

w e l l s t h a t were d r i l l e d e a r l y l a s t decade i n 2002, 

-3, -4, -5 b e f o r e B u r n e t t s t a r t e d u s i n g s l i c k w a t e r 

f r a c s ? 

A. Those w e l l s r i g h t t h e r e ? 

Q. Yes, s i r . 

A. Looking at t h a t curve, i t appears t h a t 
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w e l l was d r i l l e d i n 2006. That was t h e i r e a r l i e s t 

wel1 on t h a t . 

Q. Okay. But the ot h e r one -- l e t ' s l ook 

at -- look a t t h e next one. Let's look at 20. 

A. Okay. 

Q. The f i r s t -- the one w e l l t h a t -- t h e 

o l d e s t w e l l was completed i n e a r l y 2004, the next 

w e l l r i g h t about January of '06, and the next w e l l 

January of '08. 

A. Okay. 

Q. I f B u r n e t t d i d not begin u s i n g s l i c k w a t e r 

f r a c s u n t i l sometime i n 2007, then some of these 

comparisons are not a c c u r a t e , are they? They're not 

s i m i l a r ? 

A. W e l l , I b e i i e v e what you -- what you see 

i s t h a t you have t h r e e d i f f e r e n t completions i n --

on l e s s than 10-acre spacing. They are a l l d r a i n i n g 

i n c r e m e n t a l r e s e r v e s . That's the c o n c l u s i o n . Based 

on no ma t t e r what the c o m p l e t i o n i s , you are showing 

i n c r e m e n t a l r e c o v e r y . 

Q. W e l l , i f — you're aware t h a t c o m p l e t i o n 

t e c h n i q u e s i n t h i s r e s e r v o i r and ot h e r type 

resource — k i n d of r e s e r v o i r s have changed 

s i g n i f i c a n t l y over t he l a s t 10 years? 

A. Yes, s i r . 
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Q. And t h a t would occur when you're working 

w i t h XTO and H a y n e s v i l l e , or a l l of these o t h e r k i n d 

of t i g h t rock r e s e r v o i r s , c o m p l e t i o n techniques have 

evolved, c o r r e c t ? 

A. Yes, s i r . 

Q. Now i f a l l of these w e l l s were completed 

w i t h o n l y j u s t a hot a c i d j o b , no sand and r e a l l y 

not f r a c k e d , would t h a t cause you t o r e t h i n k your 

c o n c l u s i o n ? 

A. W e l l , I do have the co m p l e t i o n r e p o r t s 

t h a t we can l o o k at on these w e l l s . But I s t i l l 

t h i n k t h a t the f a c t remains t h a t i f you look at t h e 

lowest p e r f o r m i n g w e l l on t h a t , l e t ' s say the lowest 

IP, t h a t w e l l t h a t — the one t h a t came on i n 

January of '04, t h a t w e l l appears t o have come on at 

a p p r o x i m a t e l y 100 b a r r e l s a day. That's -- t h a t 

i n d i c a t e s t h a t w e l l p r o b a b l y had a decent 

s t i m u l a t i o n put on i t . 

Q. But you don't know what s t i m u l a t i o n s were 

put on? 

A. No, I do n o t . But l i k e I s a i d , I do have 

those r e p o r t s i f you would l i k e t o look at them. 

Q. I w i l l conclude t h a t i f none of these 

w e l l s on any of E x h i b i t s 18, 20, and 22 were 

completed w i t h the number of stages and s i z e of 
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f r a c s and t h r o u g h what B u r n e t t now employs, w o u l d 

t h a t a f f e c t y o u r c o n c l u s i o n t h a t you've r e a c h e d f r o m 

t h e s e g r a p h s ? 

A. No, s i r . L i k e I say, i f you l o o k a t t h e 

volumes o v e r t h e s m a l l a r e a t h e s e c o m p l e t i o n s were 

o v e r , you have t o i n d i c a t e t h a t t h e r e i s 

s i g n i f i c a n t , I guess c o m p l e t i o n , w i t h i n t h e 

r e s e r v o i r . 

MR. GRABLE: A l l r i g h t . L e t ' s go t o 23 

now i f we can, Mr. Rankin.. 

Q. (By Mr. G r a b l e ) And as I u n d e r s t a n d y o u r 

t e s t i m o n y on t h i s e x h i b i t , on t h e case o f 23, you 

r e a c h e d a c o n c l u s i o n t h a t i n c r e m e n t a l d r i l l i n g f r o m 

two w e l l s t o f o u r w e l l s -- I mean t h e a d d i t i o n a l 

w e l l s t h r e e and f o u r r e s u l t i n an i n c r e m e n t a l 

p r o d u c t i o n o f 247,000 b a r r e l s ? 

A. Yes, s i r . 

Q. How much t i m e do you need t o have i n o r d e r 

t o have a r e l i a b l e b a s i s t o a s s e r t a d e c l i n e c u r v e ? 

A. W e l l , you know, we have g o t models, l i k e I 

say, t h a t — you know, c o m p l e t e d f r o m w e l l s t h a t 

have been, you know, i n t h i s r e s e r v o i r s i n c e t h e 

b e g i n n i n g o f i t . And we use a l l o f t h o s e models 

t o -- t o b u i l d o ur t i g h t c u r v e s . And so you know, 

t h i s i s n ' t -- I d i d n ' t -- you know, t h i s i s n ' t j u s t 
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a random f o r e c a s t , t h i s i s based o f f of models, you 

know, having been b u i l t over a thousand w e l l s . 

Q. Okay. We'll come t o t h a t i n a minute. I 

don't b e l i e v e t h a t was the q u e s t i o n I asked you. 

But l e t . me ask you t h i s . I n l o o k i n g a t --

you take o f f -- a p e r i o d of ti m e f o r two w e l l s i s 

how long on t h i s -- t h i s p a r t i c u l a r example? 

A. I t appears t o have been from January of 

'07 t h r o u g h I guess the middle of '09. 

Q. Pardon me. Two w e l l s , wouldn't t h a t be? 

A. Oh, from t h e middle of '07 through the 

middle --

Q. Wouldn't t h a t be maybe about A p r i l 1st of 

' 08? 

A. Oh, I'm s o r r y . I was goi n g from the 

be g i n n i n g of t h e f i r s t w e l l , as w e l l . I'm s o r r y . 

Q. I'm a s k i n g — when you are doing a 

comparison t h e r e between t w o - w e l l development and 

f o u r - w e l l development. 

A . Yes, s i r . 

Q. So I'm t r y i n g t o focus on, okay, how much 

ti m e , how much p r o d u c t i o n h i s t o r y d i d you have w i t h 

two w e l l s ? And i t l o o k s l i k e maybe 14 months. 

A . Yes, s i r . 

Q. I s t h a t a s u f f i c i e n t t i me from which t o 
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d e r i v e a curve? 

A. Based on our experience i n the r e s e r v o i r 

and, l i k e I say, the h i g h number of w e l l s t h a t we 

have completed, we do -- and t h e i n c r e m e n t a l 

r e c o v e r y where we d r i l l e d i n w e l l s t h a t have been 

completed f o r a p e r i o d of years, we -- we -- i t ' s a 

safe assumption f o r us t o assume t h a t t h a t w e l l w i l l 

behave s i m i l a r l y t o those o t h e r w e l l s . 

Q. I s t h a t a yes? 

A. What was your q u e s t i o n ? I'm s o r r y . 

Q. A l l r i g h t . Let's l o o k a t the p r o d u c t i o n 

d u r i n g t h i s 14 months or so. • I t goes from about 

where I'm p o i n t i n g here ( i n d i c a t i n g ) . I t goes up, 

comes down, comes up d r a m a t i c a l l y , comes down 

d r a m a t i c a l l y , and then comes up a g a i n . I mean --

A. What --

Q. -- and then you begin your d e c l i n e from 

t h i s p o i n t ( i n d i c a t i n g ) . 

A. What was happening t h e r e i s -- i s you can 

k i n d of see t h e d i f f e r e n t bumps. And you see a 

B l i n e b r y c o m p l e t i o n and then a Paddock co m p l e t i o n on 

a w e l l and then a B l i n e b r y c o m p l e t i o n and a Paddock 

c o m p l e t i o n f o r another w e l l . 

So you know, t h e r e ' s downtime a s s o c i a t e d 

w i t h -- w i t h those c o m p l e t i o n s . So t h a t ' s why you 
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see t he curve bouncing around. Those l a s t months 

t h a t we f o r e c a s t e d from, t h a t ' s where a l l the w e l l s 

were on l i n e w i t h a l l t he zones p r o d u c i n g . So i t 

was a safe assumption -- you had about t h r e e or f o u r 

months t h e r e showing c o n s i s t e n t p r o d u c t i o n -- t h a t 

t h a t was a reasonable p l a c e t o f o r e c a s t from. 

Q. So now we're down t o t h r e e or f o u r months, 

and t h a t ' s a s u f f i c i e n t p l a c e t o s t a r t from here? 

A. W e l l , t h a t ' s a p p r o x i m a t e l y 120 days of 

p r o d u c t i o n t o again , l i k e I say, e s t a b l i s h a r a t e 

from which t o f o r e c a s t from, yes, s i r . 

Q. Okay. Now, t h e curve. Did you -- d i d you 

p i c k t h a t curve? 

A. Yes, s i r , I d i d . 

Q. Did you do i t by hand or was i t done by 

some s o r t of computerized c a l c u l a t i o n ? 

A. I d i d these f o r e c a s t s i n A r i e s . 

Q. Okay. And does an A r i e s f o r e c a s t p r i n t 

out the i n p u t and o u t p u t i n t h e program t o show how 

you have reached — how you came up w i t h t h i s ? 

A. Yes. 

Q. Do you know i f those were produced i n 

di s c o v e r y ? 

A. No, s i r , they were n o t . I don't b e l i e v e 

t h a t they were. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4th S t r e e t , NW, S u i t e 105, Albuquerque, NM 87102 

(505)843-9241 



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 

Q. They w e r e n 1 t . So do those r e s i d e i n 

Houston I mean pardon me -- Midland? 

A. Yes, s i r . 

Q. Can they be p r i n t e d o f f a computer? 

A. Yes, s i r . I'm sure we can get t h a t . The 

problem w i t h t h a t i s i t ' s on a — i t ' s on a d r i v e 

t h a t I can access w h i l e I'm i n Midland, but I've got 

my computer here. I don't know i f I can get anybody 

e l s e t o be able t o get on my d r i v e , so we might have 

t o w a i t u n t i l I get back. 

Q. The same answer on t h i s curve. I t was 

d e r i v e d the same way from an A r i e s f o r e c a s t ? 

A. Yes, s i r . W e l l , I used A r i e s t o c r e a t e 

the — the data, yes, s i r . 

Q. The A r i e s was a computer -- i t ' s a 

sof t w a r e package --

A . Yes, s i r . 

Q. -- t o do t h i s . 

But you've got t o i n p u t c e r t a i n data f o r 

i t then t o f o r e c a s t — 

A . Yes, s i r . 

Q. — the d e c l i n e . And we don't know what 

data was i n p u t ? 

A. I can produce t h a t . 

Q. You can? 
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A . Yes, s i r . 

Q. Today? 

A. No, not today. 

Q. Okay. A l l r i g h t . W e l l , l e t ' s look a t the 

next p e r i o d of t i m e . Now we've g o t , what, about 

seven or e i g h t months here w i t h t h r e e w e l l s . And 

then we've got maybe almost a year, 10 or 12 months, 

w i t h f o u r w e l l s ? 

A . Yes, s i r . 

Q. Okay. Now on the f o u r - w e l l d e c l i n e , you 

p i c k e d i t i n the middle of t h i s upward s p i k e . Why 

d i d you p i c k t h a t r a t h e r than t he bottom or t h e t o p 

or some ot h e r p o i n t ? 

A. W e l l , I was -- I was a f r a i d you were going 

t o get me i f I showed 400 MBO of i n c r e m e n t a l 

r e s e r v e s t h e r e , so I made i t as reasonable as 

p o s s i b l e . 

MR. GRABLE: Let's f l i p t o the next one, 

i f I can, Mr. Rankin. 

Q. (By Mr. Grable) There i s a s i m i l a r 

p i c t u r e here showing p r e d i c t e d 232,000. 

Now here, we have even l e s s t i m e . We've 

got , as I read t h a t , maybe seven or e i g h t months 

w i t h two w e l l s . And t h e r e on t h a t t w o - w e l l d e c l i n e 

i t goes up, i t goes down, i t goes up, i t goes down, 
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and then you p i c k about halfway up t h e r e t o be g i n . 

A. Yes, s i r . 

Q. And ag a i n , t h a t was -- the d e c l i n e from 

t h e r e was computerized t h r o u g h an A r i e s program w i t h 

whatever i n p u t you used? 

A . Yes, s i r . 

Q. And on the f o u r w e l l s a g a i n , you've got 

e i g h t or nine months? 

A . Yes, s i r . 

Q. Do these -- are -- are these p r e d i c t e d 

d e c l i n e r a t e s h y p e r b o l i c ? 

A. Yes, s i r . W e l l , t h e f i n a l d e c l i n e i s 

e x p o n e n t i a l , but i t ' s h y p e r b o l i c . 

Q. Do you know a t what time or what monthly 

p r o d u c t i o n r a t e i t c o n v e r t e d from h y p e r b o l i c t o 

e x p o n e n t i a l ? 

A. No, s i r , I do n o t . 

Q. What i s the d e c l i n e percentage on the 

e x p o n e n t i a l component of the curve? 

A. You're r e f e r r i n g t o the B f a c t o r ? 

Q. The percentage t h e r e , when you say the 

w e l l s d e c l i n e a t 5 p e r c e n t . I mean t h a t ' s t he way 

A. W e l l , t h e r e ' s t y p i c a l l y t h r e e d i f f e r e n t 

i n p u t s f o r a h y p e r b o l i c d e c l i n e -- or even more than 
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t h a t , a c t u a l l y . So... 

Q. We're assuming t h e e x p o n e n t i a l p a r t of the 

curve. 

A. The f i n a l d e c l i n e ? 

Q. R i g h t . 

A. You know, t y p i c a l l y , we range from about 7 

t o 10 p e r c e n t . I n f a c t , I t h i n k one of these -- I 

can't remember which one was which — was 7, and the 

o t h e r one was 10 p e r c e n t . I t depends on the area. 

Q. Okay. 

MR. GRABLE: A l l r i g h t . Mr. Rankin, can 

we go t o 25? 

TECHNICAL EXAMINER EZEANYIM: Mr. Grable? 

MR. GRABLE: Yes. 

TECHNICAL EXAMINER EZEANYIM: His name i s 

M i d k i f f , so I don't --

Your name i s M i d k i f f , r i g h t ? 

THE WITNESS: Yes, s i r , M i d k i f f . 

TECHNICAL EXAMINER EZEANYIM: You 

mentioned Rankin. 

MR. GRABLE: Yeah, I'm --

MS. MUNDS-DRY: He's u s i n g Mr. Rankin t o 

change the s l i d e s . 

TECHNICAL EXAMINER EZEANYIM: I th o u g h t 

you were c a l l i n g him Mr. Rankin. I was j u s t 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4th S t r e e t , NW, S u i t e 105, Albuquerque, NM 87102 

( 505)843-9241 



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 

confused. I'm s o r r y . 

MR. GRABLE: May we go, please, t o the 

next s l i d e ? 

That's 25 on my l i s t . 

Q. (By Mr. Grable) Okay. Now, t h i s i s an 

area -- we don't have the b i g map up here. But 

t h i s -- you're aware t h a t S e c t i o n 8 i s a -- k i n d of 

a s i n g l e i s o l a t e d s e c t i o n o p erated by B u r n e t t o f f t o 

the west-northwest of i t s main Loco H i l l s area? 

A. I know t h a t i t ' s o p e rated by B u r n e t t , yes, 

s i r . 

Q. And Concho operates the southern and 

e a s t e r n o f f s e t t i n g ? 

A. I'm not e x a c t l y sure i f we operate 

e v e r y t h i n g on the e a s t e r n . But I knew -- I mean, 

o b v i o u s l y , those are 10-acre w e l l s , so t h a t ' s why I 

used them f o r the analogy. 

Q. But you operate the s e c t i o n t o the south? 

A. I b e l i e v e we do opera t e those w e l l s , yes, 

s i r . 

Q. Okay. Now, have you -- t h e r e ' s 13 10-acre 

w e l l s t h e r e on the p e r i m e t e r . Have you i n c l u d e d a l l 

of those p r o d u c t i o n d e c l i n e s i n those w e l l s i n what 

appears as t h e subsequent e x h i b i t s d e r i v e d from t h i s 

data? 
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A. Yes, s i r . I used a l l of those -- those 

w e l l s , the 10-acre w e l l s . 

Q. And you used these t h r e e w e l l s -- o n l y 

t h r e e w e l l s you s e l e c t e d from B u r n e t t ? 

A. Yes, s i r . The reason I d i d t h a t was t h e r e 

wasn't a h i g h number of w e l l s t h e r e t h a t had both 

B l i n e b r y and Paddock. And i f I d i d the type of 

curve of a l l t h e w e l l s t h a t B u r n e t t operated w i t h i n 

t h a t s e c t i o n , the type of curve became s i g n i f i c a n t l y 

down. And so I j u s t focused on the w e l l s t h a t had 

B l i n e b r y and Paddock completed i n them t o make i t as 

o p t i m i s t i c a case as p o s s i b l e f o r the 20-acre 

development. 

Q. W e l l , j u s t f o r the r e c o r d , a c c o r d i n g t o 

p r o d u c t i o n maps, you do -- Concho does operate the 

southern s e c t i o n and the southwest q u a r t e r of the 

e a s t e r n s e c t i o n , and then a l l of the — i t would be 

the east h a l f of t h e east h a l f of the west s e c t i o n . 

So you've p r e t t y much got them surrounded. 

Now, why d i d you -- you s e l e c t e d those 

t h r e e w e l l s and o n l y those t h r e e w e l l s because they 

both have B l i n e b r y and Paddock? 

A. Yes, s i r . I f I had s e l e c t e d a l l the w e l l s 

t h a t B u r n e t t o p e r a t e d i n S e c t i o n 8, again, the type 

of curve would have come s i g n i f i c a n t l y down because 
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of the Paddock-only c o m p l e t i o n s . And so t h a t ' s why 

I focused on j u s t those w e l l s , t o make sure i t was 

as o p t i m i s t i c a case as p o s s i b l e f o r the comparison, 

f o r the 20-acre comparison. 

Q. Are you aware t h a t Well 58 -- are you now 

aware, a f t e r seeing the r e b u t t a l and responsive 

e x h i b i t s we prepared, t h a t Well 58 wasn't completed 

i n the Paddock u n t i l a couple of months ago? 

A. I mentioned t h a t i n my May t e s t i m o n y , yes, 

s i r , and t h e e f f e c t t h a t t h a t might have on t h a t 

u l t i m a t e r e c o v e r y . 

Q. And t h a t w e l l a c t u a l l y i n c r e a s e d by 150 

b a r r e l s a day or so a f t e r t h a t completion? 

A. Okay. I have not seen t h a t . As you j u s t 

p o i n t e d o u t, i t was a new c o m p l e t i o n , which p r o b a b l y 

the data i s n ' t p u b l i c y e t . 

Q. A l l r i g h t . 

MR. GRABLE: Turn t o your next s l i d e , 

Mr. Rankin. 

Q. (By Mr. Grable) So i f you had t h a t 

a d d i t i o n a l p r o d u c t i o n from the — from the B u r n e t t 

58 w e l l , and i f indeed i t d i d bump i t up 150 b a r r e l s 

on t h i s l o g a r i t h m i c s c a l e , t h a t would bump i t up 

somewhere i n t h i s ( i n d i c a t i n g ) neighborhood where 

I'm p o i n t i n g ? 
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A. I n i t i a l l y , yes, s i r . 

Q. So you would see a d i f f e r e n t p i c t u r e , 

then, between n o r m a l i z e d 10-acre and 20-acre than 

you are d e p i c t i n g t h e r e ? 

A. W e l l , i t would have made i t d i f f i c u l t t o 

make t h a t assumption because of t h e l e n g t h between 

those c o m p l e t i o n s , the time p e r i o d between those 

c o m p l e t i o n s , yes, s i r . 

Q. But the graph would have looked d i f f e r e n t 

i f you brought t h a t data f o r t h ? 

A. W e l l , yes, s i r , a c t u a l l y . 

Q. A l l r i g h t . 

MR. GRABLE: And then t h e f o l l o w i n g graph, 

i f we can. 

Q. (By Mr. Grable) Again, as I understand 

t h i s graph, i t b r i n g s f o r w a r d a l l of the -- the same 

u n i v e r s a l w e l l s t h a t you had i n the pr e c e d i n g three? 

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

Q. There's 13 10-acre w e l l s and 3 B u r n e t t 

20-acre w e l l s ? 

A. Yes, s i r . 

Q. And agai n , i f you had t h a t new data on the 

B u r n e t t w e l l , t h i s -- t h i s graph would move upward 

some- -- somewhere up — 

A. Well — 
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Q. -- i t would be above where i t i s ? 

A. We l l , f o r t h r e e w e l l s t o average -- or you 

know, f o r t h a t t o average 400,000 b a r r e l s you would 

have t o see a 6- — I guess i t ' s a 600,000-barrel 

increment o f f of one w e l l t o cause t h a t e n t i r e 

average t o move up t o where the f o u r 10-acre w e l l s 

are . 

Q. I d i d n ' t say i t would move up t h a t f a r . 

I t would move up from here ( i n d i c a t i n g ) . I don't 

know how f a r , but i t would move up somewhere i n the 

t e r r i t o r y i n between? 

A. P o t e n t i a l l y , yes, s i r . 

Q. Does Concho have i n t e r n a l l y - g e n e r a t e d 

e s t i m a t e d u l t i m a t e r e c o v e r i e s , EURs? I f I say 

"EURs" w i l l you understand t h a t t o be an e s t i m a t e d 

u l t i m a t e r ecovery? 

A. Yes, s i r . 

Q. Do you have those f i g u r e s f o r these 13 

w e l l s t h a t are i n c l u d e d i n your 10-acre — 

A. I do not have those w i t h me, no, s i r . 

Q. But the y do e x i s t ? 

A. W e l l , i t depends. They might not be 

f o r e c a s t e d i n d i v i d u a l l y , I don't know. This i s n ' t 

my area, so I don't know e x a c t l y what — how 

t h e y ' r e — i f t h e y ' r e done i n a summary or i f 
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t h e y ' r e done i n d i v i d u a l l y . 

Q. Are you aware of company-wide, or 

area-wide, what your, average EUR i s ? 

A. I have a range, yes,' s i r . I mean. . . 

Q. What i s the range? 

A. I t ' s t y p i c a l l y -- you know, i t can go 

anywhere from, you know, on average maybe — w e l l , 

you know, I don't even know i f t h a t ' s — i f t h a t ' s 

i n f o r m a t i o n t h a t I'm supposed t o d i v u l g e . 

Q. W e l l , you're p r e s e n t i n g here t h a t these 

13 — as I take i t — average 100,000 a w e l l . 

A. W e l l , the range i s t y p i c a l l y 100 t o 140. 

I mean t h a t ' s — t h a t ' s the type of range t h a t we 

t y p i c a l l y see i n our w e l l s . 

Q. And you t h i n k t h a t ' s supported by the 

d e c l i n e a n a l y s i s of your — of your w e l l s ? 

A. Yes, s i r . L i k e I say, we have p r o b a b l y a 

thousand w e l l s t h a t we have used t o b u i l d those 

models. 

Q. But you haven't i n c l u d e d any data i n your 

p r e s e n t a t i o n t o the d i v i s i o n i n t h i s h e a r i n g t o 

support t h a t range of EURs, have you, o t h e r than 

t h i s one d r a f t , i s a l l I have seen. 

A. No. We d i d not p r o v i d e our database of 

a l l of our f o r e c a s t s , no, s i r . 
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Q. A l l r i g h t . 

MR. GRABLE: Now can we go t o the next 

e x h i b i t , p l e a s e , Number 28? 

Q. (By Mr. Grable) As I took i t from t h i s 

graph, I th o u g h t t he p o i n t you were saying i t 

demonstrated was t h a t GORs have not changed 

s i g n i f i c a n t l y over t i m e . 

A. Yes, s i r , the i n i t i a l six-month GORs. 

Q. Now, why d i d you p i c k i n i t i a l s i x months? 

A. W e l l , o r i g i n a l l y I was j u s t going t o look 

at i n i t i a l month GOR, but I got t o t h i n k i n g about 

i t . And w i t h a l l t he work t h a t ' s happening t o a 

w e l l w i t h i n t h a t f i r s t month, I p r e f e r t o take a 

lon g e r time range. And so I j u s t — I chose s i x 

months get an average of GOR. 

Q. Now, you say i n the l i t t l e t e x t u a l box up 

t h e r e t h a t i n i t i a l GORs have not gone up 

s i g n i f i c a n t l y — or not changed s i g n i f i c a n t l y over 

t ime . 

How much does i t have t o be t o be 

s i g n i f i c a n t ? 

A. W e l l , I a c t u a l l y -- I put a t r e n d l i n e 

t h r o u g h t h a t d a t a . 

Q. Yes? 

A. And i t -- the -- i t went from about an 
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average of about 1.5 t o 1.6 down at the o t h e r end. 

So t h e r e was a change, but. . 1 on a GOR f o r a 

s o l u t i o n gas d r i v e r e s e r v o i r , t h a t ' s a p r e t t y 

i n s i g n i f i c a n t change. That c o u l d be s t a t i s t i c a l . 

Q. The 1.6 should be about i n t h e r e 

( i n d i c a t i n g ) ? 

A. Yes, s i r . 

Q. Have you s o r t e d t h i s data f o r time? 

A. Yes, s i r . 

Q. And s p e c i f i c a l l y -- w e l l , i s t h e r e a 

d i f f e r e n c e i n t h e p r e s e n t a t i o n i f you s o r t i t f o r 

w e l l s i n t h e l a s t two years versus the f i r s t two 

years ? 

A. Are you t a l k i n g about -- would you see a 

d i f f e r e n t slope on t h a t l i n e i f you j u s t focused on 

the l a s t two years? 

Q. Yes. 

A. No, s i r , you would n o t . I mean I have not 

looked at t h a t , i s what I meant t o say. But I mean, 

yeah, I guess you can look at i t and i n f e r from the 

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

And you see t h e same type of t r e n d — 

Q. But t h i s l o oks l i k e -- as you get i n t o 

these l a t t e r y ears, i t l o o k s l i k e t h e range i s 

moving up here. Now you say i t goes from 1.5 here 
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t o 1.6 t h e r e , b u t . . . 

A. W e l l , you have t o look a t -- t h e r e ' s a l o t 

more data p o i n t s down t h e r e at the o t h e r end. There 

has been much more d r i l l i n g a c t i v i t y over these l a s t 

few years, so the c l u s t e r i s much more dense. And 

so, t h e r e f o r e , you are going t o see some of those 

o u t l i e r s . You're g o i n g t o see more of those as 

we 11 . 

Q. Have you s o r t e d t h i s by which w e l l s were 

the f i r s t or second w e l l on a 40 versus w e l l s t h a t 

were the t h i r d or t h e f o u r t h w e l l ? 

A. No, I have n o t . I j u s t took i n i t i a l --

i n i t i a l GOR. Again, i f you were d r a i n i n g the 

r e s e r v o i r , you would expect t o see a t r e n d of 

breakout t h e r e , and t h a t i s i n i t i a l GORs, and you 

j u s t -- agai n , you don't see t h a t . Because — you 

know we are not j u s t d r i l l i n g out i n a new 

r e s e r v o i r . We d r i l l -- we i n - f i e l d d r i l l . So i f we 

were seeing d e p l e t i o n , we — you know, you would see 

i t from a — from a good p o r t i o n of our d r i l l i n g . 

Q. But you do not -- you can't t e l l t he 

d i v i s i o n whether these h i g h e r numbers up i n here of 

these l a t t e r years are from 10-acre i n - f i e l d 

d r i l l i n g or not? 

A. No, s i r . I'm sure I c o u l d break t h a t out, 
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but I don't have t h a t data w i t h me. 

MR. GRABLE: Can you go t o 29, please? 

Q. (By Mr. Grable) A l l r i g h t . Now t h i s i s a 

peak r a t e , b eing i n i t i a l f u l l month? I s t h a t what 

your peak r a t e i s ? 

A. Yes, s i r . I t i s a peak monthly r a t e . 

Q. But i s t h a t t h e f i r s t f u l l month or i s i t 

the h i g h e s t month ever? 

A. I t ' s t h e h i g h e s t month average. 

Q. Do you know about when o p e r a t o r s began --

or at l e a s t B u r n e t t — but do you know when B u r n e t t 

s t a r t e d doing s l i c k w a t e r m u l t i s t a g e f r a c s ? 

A. I b e l i e v e you mentioned t h a t was around 

2007 . 

Q. And i t j u s t l o o k s l i k e post-2007 i s when 

you s t a r t g e t t i n g a b i g g e r bunch of the h i g h e r 

r a t e s . 

A. W e l l , I b e l i e v e B u r n e t t o n l y has 80 w e l l s 

t o t a l , so I'm not sure how many they d r i l l e d from 

2007 on. So t h e r e ' s -- t h e r e ' s -- maybe a s m a l l 

percentage of those p o i n t s are from B u r n e t t . But 

you know t h e r e ' s — t h a t ' s — t h e r e ' s p r o b a b l y more 

p o i n t s t h e r e than I b e l i e v e B u r n e t t o p e r a t e s . 

Q. But t o make a me a n i n g f u l comparison, 

wouldn't you need t o compare w e l l s t h a t are 
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completed s i m i l a r l y ? 

A. That would be one comparison, yes, s i r . 

Q. Have you -- so the o n l y — I'm t r y i n g t o 

understand t h i s c h a r t . You have o n l y f i r s t w e l l s on 

a 40, and f o u r t h w e l l s on a 40? 

A. O r i g i n a l l y , I had the second and t h i r d on 

t h e r e , and i t was j u s t -- i t was a l o t of data, so I 

wanted t o make i t , you know, speak as w e l l as i t 

c o u l d . And i t was hard t o make -- see c o r r e l a t i o n s 

w i t h so many d i f f e r e n t data p o i n t s on t h e r e , so I 

l i m i t e d i t t o t h e f i r s t w e l l and the f o u r t h w e l l , 

j u s t t o show, you know, both ends of the spectrum, 

the type of energy t h a t you were seeing w i t h i n the 

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

Q. Do you know how many of these w e l l s was 

completed i n i t i a l l y i n both B l i n e b r y and the Paddock 

versus o n l y t h e B l i n e b r y or o n l y the Paddock? 

A. No, s i r . That — and t h a t ' s why I took 

every s i n g l e w e l l , was t o j u s t make sure i t 

encompassed e v e r y t h i n g . I mean i t — you r e a l l y 

don't even see a d i s t r i b u t i o n across t h a t range. 

You r e a l l y see the main c l u s t e r t h e r e above 100 

b a r r e l s a day. 

So, you know, t h a t ' s a s i g n i f i c a n t , you 

know, I guess marker t h e r e , t h a t the m a j o r i t y of 
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your -- of those p o i n t s are a l l above 100 b a r r e l s a 

day . 

Q. 100 b a r r e l s a day would be t h i s l i n e 

( i n d i c a t i n g ) ? 

A. Yes, s i r . And I t h i n k t h a t k i n d of t i e s 

back t o a l l o w a b l e r i g h t now. One s i n g l e w e l l --

MR. GRABLE: Nonresponsive. I don't want 

a speech. 

MS. MUNDS-DRY: Mr. Brooks, I o b j e c t t o 

arg u m e n t a t i v e . 

LEGAL EXAMINER BROOKS: W e l l , I t h i n k both 

o b j e c t i o n s are w e l l t a k e n . 

Q. (By Mr. Grable) Would i t be meaningful t o 

know which f i r s t w e l l i n a 40 goes w i t h the f o u r t h 

w e l l i n the 40? 

A. That would -- I mean t h a t would be a way 

t o look a t i t , yes, s i r . 

Q. I mean i f you're t r y i n g t o see i f t h e r e i s 

any e f f e c t on the f o u r t h w e l l from the f i r s t t h r e e 

w e l l s , wouldn't you want t o loo k on the same 40? 

A. Yes, t h a t would be a way t o look at i t . 

But again, t h a t ' s why I took every data p o i n t , so 

t h a t e v e r y t h i n g was i n c l u d e d i n t h e p l o t and you 

co u l d see the t r e n d . So i f you s t a r t e d c u l l i n g out 

data you p r o b a b l y c o u l d s t i l l see your c l u s t e r above 
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100 b a r r e l s a day. 

Q. Now b e h i n d each one o f t h o s e p o i n t s , i f 

you -- i f you wanted t o , you c o u l d l o o k i n and say, 

"Okay. T h i s b l a c k d o t , f o u r t h w e l l r i g h t t h e r e , i s 

t h e Concho R a n k i n Lease W e l l Number 4"? 

A. Yes, s i r . I'm s u r e I c o u l d f i n d t h a t . 

Q. But -- b u t you h a v e n ' t d i s c l o s e d any o f 

t h e i n d i v i d u a l d a t a f o r t h i s enormous amount o f 

w e l l s , a t t h i s p o i n t ? 

A. Th a t was i n c l u d e d i n t h e subpoena, y e s , 

s i r . 

Q. Oh, we g o t t h a t ? 

A. Yes, s i r . 

Q. Okay. 30 i s n o t y o u r e x h i b i t . W e ' l l 

i n c l u d e 3 1 , 32, and 33, and t r y t o wrap t h i s up. 

And I b e l i e v e y o u r p o i n t on t h e s e n e x t 

t h r e e g r a p h s were t h a t -- t h a t GOR i n c r e a s e s , b u t 

you e x p e c t t h a t i n a s o l u t i o n gas d r i v e n r e s e r v o i r , 

and n o t h i n g i n t h i s s p r e a d o f d a t a shows you t h a t 

t h e r e ' s any harm t o t h e r e s e r v o i r f r o m a d d i t i o n a l 

d r i l l i n g . 

A. Yes, s i r . 

Q. And on t h i s g r a p h t h e GORs up i n t h i s 

r a n g e , y o u ' r e g e t t i n g up t o a b o u t 15,000 t o 1? 

A. Yes, s i r . When you g e t down t o abo u t 
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10 b a r r e l s a day on f o u r w e l l s , your GOR i s up t o 

10,000 t o 1. That's -- t h a t ' s t y p i c a l . I mean 

you're -- at t h a t p o i n t you have t o assume t h a t the 

m a j o r i t y of t h a t energy out of t h a t p r o r a t i o n u n i t 

has been -- been --

Q. Been spent? 

A. — been spent, yes, s i r . 

Q. Now, I tho u g h t you s a i d your c o n c l u s i o n — 

and I t h i n k you worded i t p r e t t y c a r e f u l l y -- t h a t 

you would o n l y worry about GORs i n a h i g h perm 

r e s e r v o i r . 

A . Yes, s i r . 

Q. And how h i g h a p e r m e a b i l i t y do you need 

b e f o r e , i n your mind, i t ' s h i g h enough t o be of 

concern ? 

A. You know, t h a t ' s -- t h a t ' s hard t o gi v e a 

range t h e r e . I mean you've got Darcy perm. I don't 

know. I ' d say — 

Q. A f u l l Darcy? 

A. I haven't done t h a t study t o show at what 

p o i n t i t becomes necessary. 

Q. Have you -- I don't -- I'm not going t o 

ask you t o put them back up, but your l i t t l e lens or 

cl o u d or pod e x h i b i t s . 

I t ' s t r u e , i s n ' t i t , t h a t t he p e r m e a b i l i t y 
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and p o r o s i t y w i t h i n those v a r i o u s s t r a t i g r a p h i c 

lenses t h r o u g h o u t t h i s v a s t area vary q u i t e a b i t 

from one t o another? 

A. A b s o l u t e l y . 

Q. And i n the Paddock e s p e c i a l l y , t he perms 

and the p o r o s i t i e s are h i g h e r , g e n e r a l l y , than they 

are i n the B l i n e b r y ? 

A. W e l l , t h e y ' r e h i g h e r . But you know, you 

have t o lo o k a t i t r e l a t i v e l y . I mean s t i l l , we're 

t a l k i n g 3 p e r c e n t p o r o s i t y c u t o f f s i n the Paddock. 

That's — t h a t ' s v e r y low. This rock was bypassed 

f o r a lo n g t i m e because of t h a t . 

Q. R i g h t . But I mean i t went up. Have you 

looked a t any -- w e l l , has your company done any 

core a n a l y s i s t o c a l c u l a t e r e l i a b l e perms i n the 

Paddock? 

A. I'm sure t h e y have. We have a f u l l - t i m e 

p e t r o p h y s i c a l e x p e r t . That's a l l he does i s look a t 

t h i s s t u f f , and I'm sure he's looked at t h a t . 

I have not — I have not v i s i t e d w i t h him 

about t h a t . 

Q. But t h e r e ' s n o t h i n g i n the e x h i b i t s you 

presen t e d t o the d i v i s i o n i n t h i s h e a r i n g t h a t 

speaks t o t h a t aspect? 

A. No, s i r . We d i d not p r o v i d e a p o r t i o n of 
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t h i s . 

Q. Let's look at' 32, b r i e f l y . 

And here we have GORs back i n the 30,000 

range here, r i g h t ? 

A. That would be 3,000. 

Q. Oh, pardon me. 3,000. I t ' s on a 

d i f f e r e n t s c a l e than the l a s t one, th e n . 

W e l l , why are these -- these GORs are a 

l o t lower than the ones over i n S e c t i o n 29? 

A. I t h i n k t h a t speaks t o what you mentioned 

a minute ago about t h e p e r m e a b i l i t y s t r a t i f i c a t i o n s 

or the p e r m e a b i l i t y d i f f e r e n c e s w i t h i n the 

r e s e r v o i r . You're not going t o see each lens 

behave, you know, t h e same. There's v a r i a t i o n s 

depending on, l i k e you s a i d , p e r m e a b i l i t y . And 

t h a t ' s going t o , you know, depend on the r a t e a t 

which they g i v e — 

Q. So these would t e n d t o be t i g h t e r , on 

average? 

A. I don't know. But you know, l o o k i n g at 

t h a t p l o t and speaking from a p e r m e a b i l i t y 

s t a n d p o i n t , t h a t c o u l d p o s s i b l y be the answer, but I 

am not sure . 

Q. You see lower GORs and I b e l i e v e a l o t 

more r a p i d d e c l i n e . I mean, see here i s your 
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t w o - w e l l , your t h r e e - w e l l , your f o u r - w e l l d e c l i n e . 

That looks more r a p i d , and the GOR i s lower. 

Doesn't t h a t look l i k e a lower perm t o you? 

A. W e l l , t h a t l ooks -- you know j u s t t r y i n g 

t o e y e b a l l i t t h e r e , i t looks about a -- maybe a 

60 percent d e c l i n e coming o f f t h a t l a s t curve. 

Righ t now I'm j u s t — I'm e y e b a l l i n g o f f 

the -- o f f the sc a l e here. I t ' s r e a l l y not t h a t 

h i g h f o r an i n i t i a l d e c l i n e of a w e l l . 

Q. A l l r i g h t . Let's look a t 33 r e a l q u i c k l y . 

I s t h i s enough data t o reach any 

co n c l u s i o n s ? 

A. The purpose of t h a t s l i d e was t o show the 

type of r a t e s t h a t we achieve. And t h a t was t o show 

t h a t t h r e e w e l l s can produce 245 b a r r e l s a day. And 

as you saw from the -- t h a t s c a t t e r p l o t a minute 

ago, you know we have many — much — many of our 

w e l l s come on above 100 b a r r e l s a day. So i f you 

were t o add a f o u r t h w e l l you c o u l d — you c o u l d 

e a s i l y reach up over 300 b a r r e l s a day t h e r e . 

Q. So t h i s doesn't have a n y t h i n g t o do w i t h 

your c o n c l u s i o n s on GORs l i k e t h e f i r s t two? 

A. W e l l , you -- one -- one t h i n g t h a t you can 

see t h e r e i s i f you look a t where t h a t second w e l l 

came on, you're p r o d u c i n g a t about a 2,500 GOR. You 
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b r i n g t h a t second w e l l on, and i t d i p s a l l the way 

down t o 1,000. So o b v i o u s l y t h a t second w e l l , which 

we a l l agree, you know, at l e a s t 20-acre spacing i s 

necessary, i s i n t e r s e c t i n g t he r e s e r v o i r . 

And i f you look a t how f l a t i t ' s remained 

over those — as t h a t t h i r d w e l l has come on, you 

see again a new r e s e r v o i r b e ing i n t e r s e c t e d , new 

res e r v e s being added. 

Q. But you o n l y have a month or two of 

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

A. W e l l , i n f e r r i n g e v e r y t h i n g I c o u l d from 

t h a t p l o t , a g a i n , t h e main p o i n t of t h a t p l o t t h e r e 

was t o show t h e — the range. 

Q. W e l l , l e t ' s t a l k about t h a t a minute. 

Your company i s s u p p o r t i n g a 300-barrel-a-day 

allowance, c o r r e c t ? 

A. Yes, s i r . 

Q. And you're aware, a r e n ' t you, t h a t -- I 

b e l i e v e t he companies have agreed upon the balance 

of -- the annual balance and p r o p o s a l of B u r n e t t and 

Hudson -- sponsored a b a l a n c i n g over a year? 

A. Yes, s i r . 

Q. Do any of your 40-acre u n i t s average 

300 b a r r e l s a day f o r a year? 

A. That's p r o b a b l y a -- they p r o b a b l y don't. 
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But aga i n , t he -- you know my u n d e r s t a n d i n g of the 

purpose of an a l l o w a b l e i s t o p r o t e c t t he r e s e r v o i r . 

And we produced t h i s r e s e r v o i r u n r e s t r i c t e d f o r a 

lon g time and have seen no damage. So t h e r e f o r e , I 

don't know why you would have an a l l o w a b l e i n plac e 

t h a t would r e s t r i c t p r o d u c t i o n . 

Q. So doesn't t h a t mean, th e n , you're r e a l l y 

f o r no a l l o w a b l e ? 

A. We — we don't see any damage under our 

c u r r e n t o p e r a t i o n s , no, s i r . 

Q. So i n your o p i n i o n i t doesn't need t o — 

whatever the number i s , i t ' s got t o be b i g enough 

t h a t you can produce w i t h o u t r e s t r i c t i o n ? 

A. Yes, s i r . I t h i n k t he evidence has shown 

t h a t , yes, s i r . 

Q. And t h a t i s how Concho has produced i t s 

w e l l s s i n c e you s t a r t e d ? 

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

r e s t r i c t e d p r o d u c t i o n on t h e i r w e l l s . 

Q. I a p o l o g i z e f o r g o i n g backwards. But do 

you remember E x h i b i t 28 was t h e 

f i r s t - w e l 1 / f o u r t h - w e l 1 spread of data? 

A. E x h i b i t 28 t u r n e d out t o be the GOR. 

Q. 29, peak r a t e versus t i m e , f i r s t w e l l and 

f o u r t h w e l l ? 
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A. Yes, s i r . 

Q. And do you know which p r o d u c t i o n documents 

i t was, i n your response t o our subpoenas, t h a t 

i n c l u d e d t h i s data? You t o l d me i t was produced. 

A. I'm sure I co u l d get you p o i n t e d t o i t , 

yes, s i r . You know, I have been working on t h i s 

p r o j e c t a w h i l e now. So being able t o t e l l you 

e x a c t l y which f i l e i t i s , t h a t ' s -- I can't do i t 

o f f t he t o p of my head. 

Q. Could you do t h a t and t e l l your counsel a t 

a break and l e t us know? 

MS. MUNDS-DRY: Mr. Ezeanyim, the Bates 

number i s on t h e e x h i b i t . 

TECHNICAL EXAMINER EZEANYIM: The Bates 

number f o r — 

MS. MUNDS-DRY: The Bates number i s COG 

Yeso 191. I am sure i t ' s around t h a t document. We 

can -- w e ' l l have t o -- I don't — we don't have the 

Bates numbers w i t h us, so w e ' l l have t o look and 

see . 

MR. GRABLE: Where i s t h a t on -- i t ' s not 

on my e x h i b i t , a t l e a s t t o the best of my knowledge. 

MS. MUNDS-DRY: I -- you -- you have the 

s l i d e as opposed t o the hard copy we gave you, 

Mr. Grable. The hard copy has t h e e x h i b i t numbers. 
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MR. GRABLE: I don't have t h a t , no, ma'am. 

TECHNICAL EXAMINER EZEANYIM: W i l l you 

gi v e i t t o him? 

MS. MUNDS-DRY: At some p o i n t . I'm not 

going t o promise i t today, but w e ' l l get i t t o him. 

MR. GRABLE: Okay. W e l l , w e ' l l check, and 

i f we can't f i n d a hard copy, then we w i l l advise 

Counsel . 

Q. (By Mr. Grable) Again going back t o -- I 

t h i n k i t was E x h i b i t 28 -- no, i t ' s 29. And I hope 

I've got t h e r i g h t number, the peak r a t e versus 

t i m e , f i r s t w e l l / f o u r t h w e l l ? 

A. Yes, s i r . 

Q. Have you a l s o looked at r a t e s of d e c l i n e 

on f i r s t w e l l s and f o u r t h w e l l s over time? 

A. No, s i r . That's not a comparison I've 

done. But ag a i n , i f t h e r e was — you would — i t ' s 

not j u s t g o i n g t o show up i n the d e c l i n e r a t e . You 

would expect t o see — i f t h e r e i s energy l o s t you 

would expect t o see i t i n your i n i t i a l p o t e n t i a l . 

Q. But you haven't looked at i t ? 

A. No, s i r . 

MR. GRABLE: I pass the w i t n e s s . 

LEGAL EXAMINER BROOKS: The wit n e s s i s 

passed a t 1:45. 
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TECHNICAL EXAMINER EZEANYIM: Any 

r e d i r e c t ? 

MS. MUNDS-DRY: I do. I d i d n ' t know i f 

Mr . Cooney had any. 

MR. COONEY: I have no q u e s t i o n s . 

MR. GRABLE: I'm s o r r y . We had asked f o r 

c e r t a i n data over l u n c h , l i k e t he range of -- the 

data on t h e range of the drainage areas and ot h e r 

t h i n g s . Have you g o t t e n any of t h a t f o r us? 

MS. MUNDS-DRY: Do you want t o do t h a t now 

or do you want t o a f t e r r e d i r e c t ? 

TECHNICAL EXAMINER EZEANYIM: Can we do 

t h a t d u r i n g t h e break, i f you can f i n d some time? 

MR. GRABLE: W e l l , i f I have --

MS. MUNDS-DRY: I've got copies of t h i n g s 

t h a t they r e q u e s t e d . We can de a l w i t h i t now or at 

the break o r . . . 

MR. GRABLE: Let me l i s t e n t o your 

r e d i r e c t , and then I w i l l see. 

TECHNICAL EXAMINER EZEANYIM: Before we go 

on, a l o t of — you use the word B u r n e t t . Does t h a t 

i n c l u d e Burnett/Hudson or i s i t j u s t B u r n e t t ? 

MR. GRABLE: W e l l , t h a t ' s a good q u e s t i o n , 

Mr. Ezeanyim. I'm s o r r y . I t r i e d t o e x p l a i n t h a t 

i n my i n i t i a l -- my opening statement, and I only 
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have t h i s s m a l l - s c a l e map. 

But i n the .Loco H i l l s area, and what we 

have been t a l k i n g about i s S e c t i o n 8, these y e l l o w 

areas, t h a t area i s B u r n e t t - o p e r a t e d and Hudson has 

no i n t e r e s t i n i t . 

What we r e f e r t o as t h e Maljamar s e c t i o n s 

t h a t are e s s e n t i a l l y undeveloped except f o r the 

Hudson Company 1 w e l l , those were s e c t i o n s t h a t were 

operated by Hudson on s h a l l o w e r p r o d u c t i o n -- and 

maybe deeper p r o d u c t i o n . 

TECHNICAL EXAMINER EZEANYIM: Okay. 

MR. GRABLE: And those -- and t h e r e are 

t h r e e Hudson descendants, two b r o t h e r s and a s i s t e r . 

And B u r n e t t made a d e a l w i t h t he two b r o t h e r s and 

some of the o t h e r owners i n t h e r e , and B u r n e t t wound 

up w i t h t w o - t h i r d s of t h e working i n t e r e s t and 

Concho wound up w i t h t h e o t h e r t h i r d i n the Yeso. 

And so t h a t area, t h e s o - c a l l e d Maljamar area, i s 

where B u r n e t t and Hudson have common i n t e r e s t s . But 

Hudson has no i n t e r e s t i n these Loco H i l l s areas. 

TECHNICAL EXAMINER EZEANYIM: Okay. I 

understand t h a t . Okay. 

Proceed w i t h your r e d i r e c t . 

MS. MUNDS-DRY: Thank you, Mr. Examiner. 

LEGAL EXAMINER BROOKS: Again, we're 
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b e g i n n i n g a t 1:47. 

FURTHER EXAMINATION 

BY MS. MUNDS-DRY: 

Q. Mr. M i d k i f f , i f we can go back t o 

E x h i b i t s 12 and 13. 

A. (Witness complies.) 

Q. Were these s l i d e s i n t e n d e d t o be -- I 

don't know what you want t o c a l l i t -- but a 

snapshot of an a c t u a l area i n the Yeso? What was 

your i n t e n t i n these? 

A. Jus t — j u s t t o show a diagram of our 

i n t e r p r e t a t i o n of how t h e Yeso works, how the — the 

n a t u r e of the r e s e r v o i r . 

Q. So i t was an i l l u s t r a t i o n ? 

A. I t was an i l l u s t r a t i o n . I t wasn't meant 

t o r e p r e s e n t any s i n g l e w e l l . 

Q. And e a r l i e r Mr. Grable asked you i f 

Concho's p r a c t i c e i s t o si m p l y d r i l l everywhere and 

tak e the good w e l l s w i t h t h e bad w e l l s . And you 

were — and your response, I b e l i e v e , i t was a 

s t a t i s t i c a l p l a n . I wonder i f you c o u l d expand on 

t h a t . 

A. W e l l , you know k i n d of what Mr. Grable 

handed out a minute ago, these lenses are -- are --

the y have d i f f e r e n t p e r m e a b i l i t i e s , p r o b a b l y -- you 
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know, d i f f e r e n t p r e s s u r e s . B ut t h a t ' s h a r d t o --

t h a t ' s h a r d t o know because o f how complex i t i s . 

So as you see, you i n t e r s e c t d i f f e r e n t 

l e n s e s w i t h d i f f e r e n t p e r m e a b i l i t i e s , i t ' s e x p e c t e d 

t h a t t h e r e ' s g o i n g t o be d i f f e r e n c e s on -- on an 

i n d i v i d u a l w e l l - t o - w e l l b a s i s . T h a t ' s why we l o o k 

a t i t a t -- t h e whole p i c t u r e , a l l o f t h e w e l l s . 

And t h a t ' s why we c a l l i t a s t a t i s t i c a l 

p l a c e , because t h e n a t u r e o f t h e r e s e r v o i r i s so 

complex you c a n ' t model i t o r t h i n k a b o u t i t as a 

c o n v e n t i o n a l homogeneous b l o c k o f r o c k . You've g o t 

t o l o o k a t i t s t a t i s t i c a l l y , because t h a t ' s t h e way 

t h a t i t w o r k s . 

MS. MUNDS-DRY: Thank you. I have no 

f u r t h e r q u e s t i o n s . 

MR. GRABLE: No r e c r o s s . 

LEGAL EXAMINER BROOKS: Okay. The w i t n e s s 

was passed a t 1:49. 

TECHNICAL EXAMINER EZEANYIM: L e t ' s go 

back t o t h a t e x h i b i t t h a t shows t h e c u m u l a t i v e 

p r o d u c t i o n . I s i t E x h i b i t 5? I f o r g o t . 

MS. MUNDS-DRY: Which one do you need, 

Mr . Ezeanyim? 

TECHNICAL EXAMINER EZEANYIM: The one t h a t 

shows t h e --
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THE WITNESS: 27, I b e l i e v e . 

TECHNICAL EXAMINER EZEANYIM: I t may be 

E x h i b i t 27. I t shows t h e c u m u l a t i v e p r o d u c t i o n a t 

t h e t i m e on t h e two w e l l s and f o u r w e l l s , I guess. 

MS. MUNDS-DRY: E x h i b i t 28? 

TECHNICAL EXAMINER EZEANYIM: No, n o t 28. 

MS. MUNDS-DRY: 27? I'm s o r r y . 

TECHNICAL EXAMINER EZEANYIM: Yeah, t h a t 

one. T h i s one. Okay. 

Now I mean, f i r s t , do you have d a t a , raw 

d a t a , t h a t d e m o n s t r a t e d t h i s ? 

THE WITNESS: Yes, s i r , I do. 

TECHNICAL EXAMINER EZEANYIM: Okay. I s 

t h e r e -- I know t h a t t h e y were a s k i n g f o r i t . Can 

t h a t be made p u b l i c so I can see and l o o k a t i t ? 

THE WITNESS: A b s o l u t e l y . Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: Do you have 

i t ? 

THE WITNESS: I m i g h t a b l e t o g e t i t t o 

you t o d a y . I'm n o t s u r e . I f n o t , I ' l l make s u r e 

you g e t i t . 

TECHNICAL EXAMINER EZEANYIM: You d o n ' t 

have t o g i v e i t t o me t o d a y . B ut you have d a t a 

s h o w i n g t h i s , raw d a t a ? 

THE WITNESS: Yes, s i r , a b s o l u t e l y . 
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TECHNICAL EXAMINER EZEANYIM: And t h e n how 

many w e l l s — he asked a b o u t how many w e l l s on t h e 

B e n n e t t / H u d s o n . 

THE WITNESS: W e l l , t h e r e was t h r e e w e l l s 

t h a t went i n t o t h a t c u r v e . 

TECHNICAL EXAMINER EZEANYIM: Okay. And 

t h e r e were 13 w e l l s ? 

THE WITNESS: Yes, s i r . I b e l i e v e i t was 

13 . 

TECHNICAL EXAMINER EZEANYIM: Okay. You 

have d a t a on t h a t ? 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: Okay. That 

i s v e r y good. I t h i n k you can a l s o pass i t t o them. 

They were a s k i n g f o r i t . 

Mr. G r a b l e , you were a s k i n g f o r t h a t d a t a ? 

MR. GRABLE: Yes, I was. 

TECHNICAL EXAMINER EZEANYIM: Okay. Sure. 

T h a t ' s good. 

THE WITNESS: Okay. 

TECHNICAL EXAMINER EZEANYIM: I f you c o u l d 

g e t t h a t . 

Now, l e t ' s go back t o t h e g a s / o i l r a t i o , 

t h e g a s / o i l r a t i o on -- I t h i n k i t ' s E x h i b i t 28. 

THE WITNESS: E x h i b i t 28? 
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TECHNICAL EXAMINER EZEANYIM: Yes. 

P r e s e n t l y , I want you t o e x p l a i n t o the d i v i s i o n why 

you want t h i s g a s / o i l r a t i o . I know -- and t h e r e 

were some p a r t s of t h i s on — some p a r t s of t h i s 

p o o l t h a t was i n 1952. 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: There was no 

g a s / o i l issue t h e y made. I s your — i s your request 

based on t h a t i n f o r m a t i o n or i s i t based on the 

e n g i n e e r i n g t h a t you have seen and demonstrated t h a t 

t h e r e should be an u n l i m i t e d g a s / o i l r a t i o ? 

THE WITNESS: I t ' s on -- on what we're 

seeing. I've read back t h r o u g h t h a t t e s t i m o n y . And 

i n f a c t , i f you look a t what the y t e s t i f i e d t h e r e , 

they t e s t i f i e d — and i t was r e a l l y s i m p l y because 

of the low p e r m e a b i l i t y and n a t u r e of the 

r e s e r v o i r -- t h a t t h a t ' s why i t was unnecessary t o 

have a GOR l i m i t a t i o n . 

And we s t i l l b e l i e v e t h a t about i t today, 

t h a t i t -- t h a t ' s — you know, you don't have the 

p e r m e a b i l i t y i n t h i s r e s e r v o i r t o cause damage. You 

have t o have p e r m e a b i l i t i e s h i g h enough f o r gas t o 

break out w i t h i n t he r e s e r v o i r . And the 

p e r m e a b i l i t i e s are j u s t much t o o low f o r t h a t t o 

happen. T h e r e f o r e , you're g e t t i n g e f f i c i e n t use of 
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your gas expansion f o r c i n g o i l t o your w e l l bore, 

and i t ' s n a t u r a l d e p l e t i o n of a s o l u t i o n gas d r i v e 

r e s e r v o i r . 

And -- and I -- I t h i n k t h i s i s one of the 

best p l o t s t o i l l u s t r a t e t h a t . That as you --

you're not — you're not d r a i n i n g — you're not — 

i t ' s not a c c e l e r a t i o n . You're adding new r e s e r v e s . 

You're going out and f i n d i n g p r e s s u r i z e d lenses 

w i t h i n the r e s e r v o i r and adding those r e s e r v e s . 

TECHNICAL EXAMINER EZEANYIM: Okay. To 

ask the q u e s t i o n a d i f f e r e n t way, suppose I say 

going i n 2,000 t o 1 --

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: — how would 

t h a t , you know, do w i t h your o p e r a t i o n s ? How would 

t h a t a f f e c t your o p e r a t i o n s ? 

THE WITNESS: W e l l , I would have t o , you 

know, look a t how t h a t -- I would have t o -- I would 

have t o look a t those numbers on our w e l l curves. I 

mean because t h e — nobody — o b v i o u s l y , we're 

overproduced, and t h a t ' s why everybody i s here 

today. So everybody has produced u n r e s t r i c t e d up t o 

t h i s p o i n t . And so nobody, p r i o r t o t h i s p o i n t , was 

w o r r i e d about w e l l damage and damage due t o GORs or 

a n y t h i n g l i k e t h a t . 
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So you have a s i g n i f i c a n t data backlog 

t h e r e t o be able t o look a t and see t h a t you are 

showing n a t u r a l d e p l e t i o n c h a r a c t e r i s t i c s of a 

s o l u t i o n gas d r i v e r e s e r v o i r . You don't see huge 

gas b r e a k o u t s . I t ' s t y p i c a l -- t y p i c a l d e c l i n e . 

TECHNICAL EXAMINER EZEANYIM: Do you t h i n k 

on — i f you are g r a n t e d , do you t h i n k i t would 

a f f e c t t he c o r r e l a t i v e r i g h t s ? 

THE WITNESS: No, s i r , I do n o t . Because 

you know, l i k e I say, we're d r i l l i n g on 10s r i g h t 

now and we're — we're i n t e r s e c t i n g new r e s e r v o i r s 

on -- on 10s every t i m e we d r i l l i t . And so t h a t ' s , 

you know, a good i n d i c a t i o n t h a t those -- those 

l o c a t i o n s are not bei n g d r i l l e d and t h a t they need 

t o be d r i l l e d t o p r e v e n t waste of those r e s e r v e s . 

TECHNICAL EXAMINER EZEANYIM: Okay. An 

order t h a t you p r e s e n t e d , I t h i n k i t ' s E x h i b i t 

Number 35, t h a t was based on n o r t h e a s t Red Lake 

G l o r i e t a - Y e s o . 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: I s t h i s p a r t 

of the p o o l s , among t h e 12 pools t h a t are s u b m i t t e d 

i n t h i s case? 

THE WITNESS: No, s i r . This i s — t h i s i s 

immediately -- and we have got a map showing i t . 
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T h i s i s -- t h i s i s c o n n e c t e d . I t ' s r i g h t t h e r e 

( i n d i c a t i n g ) a t t h e v e r y end o f where we're t a l k i n g 

a b o u t . I t ' s i m m e d i a t e l y --

TECHNICAL EXAMINER EZEANYIM: To t h e l e f t ? 

THE WITNESS: To t h e l e f t , y es, s i r . 

TECHNICAL EXAMINER EZEANYIM: So i t ' s n o t 

one o f t h e s e 12 p o o l s y o u ' r e a s k i n g f o r ? 

THE WITNESS: No, s i r . 

TECHNICAL EXAMINER EZEANYIM: I t ' s n o t ? 

THE WITNESS: No, s i r . 

TECHNICAL EXAMINER EZEANYIM: T h i s i s a 

d i f f e r e n t p o o l ? 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: But d i d 

you -- t h i s i s a l l f r o m t h e Yeso? 

THE WITNESS: Yes, s i r . I t ' s a l l t h e same 

r o c k , a l l t h e way c o n n e c t e d . 

W e l l , I s h o u l d n ' t say c o n n e c t e d . I t ' s a l l 

w i t h t h e same t r e n d o f r o c k . 

TECHNICAL EXAMINER EZEANYIM: A l l r i g h t . 

You a l r e a d y t a l k e d a b o u t t h e d e c l i n e c u r v e a n a l y s i s . 

I mean we're t a l k i n g a b o u t t h e e x p o n e n t i a l and t h e 

h y p e r b o l i c . 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: Which one 
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f o r — 

THE WITNESS: We -- we use h y p e r b o l i c f o r 

the e a r l y time d e c l i n e , and then e x p o n e n t i a l f o r the 

f i n a l d e c l i n e . 

TECHNICAL EXAMINER EZEANYIM: I s t h a t t he 

c o r r e c t process a l l across the board i n t h a t pool? 

I s t h a t what you're seeing? 

THE WITNESS: You know, I've not -- I have 

not checked w i t h o t h e r people how they do t h e i r 

d e c l i n e curve a n a l y s i s . That's how -- t h a t ' s how 

Concho does i t , though, yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: So f o r 

h y p e r b o l i c and e x p o n e n t i a l ? 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: A l l r i g h t . 

The o n l y reason I was a s k i n g , I r e a l l y want t o get a 

graph of t h i s r e s e r v o i r . I don't know, does anybody 

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

You know, I asked f o r i t on Wednesday. I d i d n ' t — 

I wasn't sure i f somebody had checked the i n i t i a l 

bubble p o i n t p r e s s u r e i n t h i s r e s e r v o i r . 

THE WITNESS: Mr. P r e n t i c e has some of 

t h a t data, and he w i l l p r e s e n t i t t o you here i n a 

second. 

TECHNICAL EXAMINER EZEANYIM: As f a r as 
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the c u r r e n t pressures r i g h t now, r i g h t ? 

THE WITNESS: I don't know t h a t we. -- t h a t 

we have t h a t data. He -- I'm not sure what he has, 

you know. 

TECHNICAL EXAMINER EZEANYIM: T y p i c a l l y 

when -- when do you expect the bubble p o i n t t o 

occur? Once you s t a r t , once the IP -- when do you 

expect the bubble p o i n t t o occur? 

THE WITNESS: You know, i t ' s -- we assume 

t h a t i n i t i a l l y we're v e r y c l o s e t o the bubble p o i n t 

p r e s s u r e . 

TECHNICAL EXAMINER EZEANYIM: Do you t h i n k 

you w i l l reach the bubble p o i n t ? 

THE WITNESS: You know, i t ' s hard t o say. 

I t ' s -- you know, you do i n i t i a l l y see GORs 

i n c r e a s i n g , and so you have t o assume t h a t you are 

e i t h e r r i g h t a t i t or maybe a l i t t l e b i t under i t , 

which — I'm not sure. But I do know t h a t we — you 

know based o f f of our GORs, t h a t we're very c l o s e t o 

i t p r o b a b l y , i n i t i a l l y . 

TECHNICAL EXAMINER EZEANYIM: So you are 

t e l l i n g me t h a t t h e r e ' s a t no p o i n t i n time -- a t 

the e a r l y stages of t h i s , t h e r e i s no p o i n t i n time 

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

THE WITNESS: You know, I -- I'm not sure. 
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Mr. P r e n t i c e w o u l d be b e t t e r t o a d d r e s s t h o s e 

q u e s t i o n s f o r you. 

TECHNICAL EXAMINER EZEANYIM: Because as 

you know, t h e r e a r e s e v e r a l s t a g e s on t h i s , r i g h t ? 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: I n i t i a l l y 

y o u ' r e u n d e r s a t u r a t e d and sometimes you have gas 

i n v o l v e d , you know, t h e n t h e t h i r d s t a g e i s where I 

t h i n k you guys a r e now. 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: T h a t ' s why 

y o u ' r e u s i n g — and g e t t i n g g o i n g w i t h a l l t h e s e 

g a s / o i l r a t i o s . 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: And t h a t ' s 

t h e t r e n d now. I'm t r y i n g t o u n d e r s t a n d what's 

g o i n g on, because I am n o t p r a c t i c i n g , and I need t o 

t a k e y o u r word f o r i t . 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: That i s why 

I'm a s k i n g a l l t h e q u e s t i o n s . 

THE WITNESS: Mr. P r e n t i c e i s — he's 

l o o k e d a t a l o t o f t h i s d a t a , and he w i l l have 

answers f o r y o u . 

TECHNICAL EXAMINER EZEANYIM: Okay. On 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4 t h S t r e e t , NW, S u i t e 105, A l b u q u e r q u e , NM 87102 

( 5 0 5 ) 8 4 3 - 9 2 4 1 



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 

t h i s , I know you have some -- you have v e r t i c a l 

w e l l s , you have some h o r i z o n t a l w e l l s . 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: Do you -- i n 

most cases, do you have a way of c r o s s i n g t h e 

v e r t i c a l w e l l s ? Do they c r o s s , and then t h a t --

THE WITNESS: We do. Are you t a l k i n g --

r e f e r r i n g t o — 

TECHNICAL EXAMINER EZEANYIM: Yeah. W e l l , 

I don't know how lo n g i t i s . W e l l , maybe i n some 

cases you can cover about f o u r u n i t s ? 

THE WITNESS: Yes, s i r . We --

TECHNICAL EXAMINER EZEANYIM: You may have 

had a v e r t i c a l w e l l i n the Yeso f o r m a t i o n ? 

THE WITNESS: Yes. 

TECHNICAL EXAMINER EZEANYIM: And now your 

h o r i z o n t a l , how many have you had? Have you seen 

such ? 

THE WITNESS: We do have h o r i z o n t a l w e l l s 

t h a t do go t h r o u g h t h e same p r o r a t i o n u n i t as a 

v e r t i c a l w e l l , i f t h a t ' s what you're a s k i n g . 

TECHNICAL EXAMINER EZEANYIM: Yes. 

THE WITNESS: We do have t h a t , yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: And then you 

are going t o count them as two w e l l s , one t h a t --
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one p a s s i n g as a v e r t i c a l — as a h o r i z o n t a l w e l l ? 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: How do you 

a c c o u n t f o r a p o r t i o n i n t h e o p e r a t i o n ? I mean... 

THE WITNESS: We w o u l d -- i f t h e w e l l i s 

c o m p l e t e d w i t h i n t h a t p r o r a t i o n u n i t , t h e n we a s s i g n 

a f r a c t i o n o f t h e p r o d u c t i o n t o t h a t p r o r a t i o n u n i t . 

TECHNICAL EXAMINER EZEANYIM: To t h a t 

u n i t ? 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: Do you have 

w e l l s i n t h i s n o r t h e a s t Red Lake — Red Lake 

G l o r i e t a ? Do you --

THE WITNESS: I d o n ' t b e l i e v e so, no, s i r . 

TECHNICAL EXAMINER EZEANYIM: You d o n ' t 

have any w e l l s i n t h e r e ? 

THE WITNESS: No, s i r / I d o n ' t b e l i e v e so. 

H o n e s t l y , I d o n ' t know f o r s u r e . 

TECHNICAL EXAMINER EZEANYIM: Any w e l l s i n 

t h e n o r t h e a s t Red Lake G l o r i e t a Yaso? 

THE WITNESS: I d o n ' t know f o r s u r e , b u t 

I'm — I'm... 

TECHNICAL EXAMINER EZEANYIM: Does anybody 

know? Would anybody know? 

THE WITNESS: I b e l i e v e i f I w o u l d have 
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been s u b j e c t — w e l l , I guess... 

TECHNICAL EXAMINER EZEANYIM: Can you t a l k 

a l i t t l e more about the PHI-H? You know, you d i d a 

study on the PHI-H. 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: And you 

demonstrated t h e r e ' s no c o r r e l a t i o n a t a l l . 

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: What does 

t h a t mean? 

THE WITNESS: W e l l , i n -- i n a 

c o n v e n t i o n a l r e s e r v o i r you can u s u a l l y — can s t a r t 

making assumptions about the p r o d u c t i v i t y of t h a t 

w e l l based o f f of the PHI-H. And i n a c o n v e n t i o n a l 

homogeneous r e s e r v o i r , t h a t ' s — PHI-H i s an 

i m p o r t a n t i n d i c a t o r . 

But w i t h -- as s t a t i s t i c a l and as 

compartmentalized and — you know t o r e i t e r a t e , 

homogeneous. You know, you see i n c r e m e n t a l r e s e r v e s 

as we f r a c o u t . We're c o n n e c t i n g new lenses 

t o g e t h e r . So we know t h a t -- t h a t j u s t the PHI-H 

t h a t we see a t our w e l l bore, you know which I say 

i s r e p r e s e n t a t i v e of an 8-inch diameter h o l e , t h a t ' s 

what we're l e a r n i n g -- you can't assume t h a t t h a t 

a p p l i e s t o t h e whole r e s e r v o i r , because you know 
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t h a t you a r e i n t e r s e c t i n g new c o m p a r t m e n t s as you 

f r a c o u t . 

TECHNICAL EXAMINER EZEANYIM: Yeah. So 

a l l y o u ' r e t r y i n g t o d e m o n s t r a t e i s t o d e m o n s t r a t e 

h e t e r o g e n o u s i t y o f t h e w e l l ? 

THE WITNESS: A b s o l u t e l y . Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: I d o n ' t have 

any o t h e r comment. 

Does anybody have any c r o s s - e x a m i n a t i o n 

f o r t h i s w i t n e s s ? 

MR. GRABLE: I have a c o u p l e more 

q u e s t i o n s . 

TECHNICAL EXAMINER EZEANYIM: Okay. That 

t i m e won't c o u n t f o r y o u . 

LEGAL EXAMINER BROOKS: Okay. That t o o k 

11 m i n u t e s . 

FURTHER EXAMINATION 

BY MR. GRABLE: 

Q. Mr. M i d k i f f , i n r e s p o n s e t o some o f 

Mr. Ezeanyim's q u e s t i o n s and some o f y o u r e a r l i e r 

t e s t i m o n y , you c o n t i n u a l l y come back and say e v e r y 

t i m e you d r i l l a 1 0 - a c r e w e l l you i n t e r s e c t a new 

r e s e r v o i r . 

Have you g o t t e n any p r e s s u r e d a t a , any 

b o t t o m - h o l e p r e s s u r e d a t a , t o i n d i c a t e t h i s ? 
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A. I am going t o — Mr. P r e n t i c e can t a l k 

about t h a t . 

Q. Mr. P r e n t i c e ? 

A. Yes. 

Q. Does he a l s o know whether or not you have 

PVT data f o r t h i s r e s e r v o i r ? 

A. I b e l i e v e he plans t o t a l k about t h a t , 

yes, s i r . 

Q. Now on t h e PHI-H i s s u e , i s n ' t what's 

r e a l l y s i g n i f i c a n t , t o the e x t e n t t h e r e i s 

s i g n i f i c a n c e , t h e o i l - s a t u r a t e d PHI-H, not the gross 

PHI-H? 

A. I t ' s a l l about the o i l , yes, s i r . 

Q. Thank you. 

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

TECHNICAL EXAMINER EZEANYIM: We are --

yeah, I t h i n k we can c a l l t he next w i t n e s s . 

MS. MUNDS-DRY: Mr. Ezeanyim, b e f o r e we do 

t h a t , Mr. Grable asked i f — t h e r e are c e r t a i n 

t h i n g s t h a t he had asked f o r t h r o u g h o u t the morning. 

TECHNICAL EXAMINER EZEANYIM: Okay. 

MS. MUNDS-DRY: And I tho u g h t I would j u s t 

mention t o you we p r i n t e d out t h e s l i d e t h a t was 

re f e r e n c e d about the l i b r a r y , t h e Yeso l i b r a r y , and 

we marked i t as an e x h i b i t . We can o f f e r i t i f you 
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want. 

TECHNICAL EXAMINER EZEANYIM: Okay. 

MS. MUNDS-DRY: We a l s o have a t a b l e . 

Mr. Grable asked about the core d a t a . The core data 

i t s e l f Concho c o n s i d e r s p r o p r i e t a r y . But what we do 

have i s a t a b l e t h a t shows, I b e l i e v e w i t h i n t he 

pools t h a t are s u b j e c t t o Concho's a p p l i c a t i o n , 

where t h a t core data came from, which i s one of the 

t h i n g s he asked. 

TECHNICAL EXAMINER EZEANYIM: Okay. 

MS. MUNDS-DRY: And one more t h i n g . 

Mr. Grable asked a l s o f o r the average drainage 

areas. He asked Mr. M i d k i f f f o r t h a t . And he has a 

t a b l e showing those average d r a i n a g e areas by leas e , 

I b e l i e v e . 

THE WITNESS: By area. 

TECHNICAL EXAMINER EZEANYIM: Okay. So 

you want t o g i v e him t h a t ? 

MS. MUNDS-DRY: So we can pass them 

around 

do i t 

p.m.) 

Okay. Let's take a f i v e - m i n u t e break and 

(A recess was taken from 2:05 p.m. t o 2:15 

TECHNICAL EXAMINER EZEANYIM: Let's go 
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back i n t o the r e c o r d now. 

I f you would c a l l your next w i t n e s s . 

MS. MUNDS-DRY: Thank you, Mr. Ezeanyim. 

Before I do t h a t , we've handed you what has been 

marked COG E x h i b i t s 41, 42, and 43. 

TECHNICAL EXAMINER EZEANYIM: I see. 

Okay. 

MS. MUNDS-DRY: These are -- these are 

documents t h a t B u r n e t t r e q u e s t e d . 

The f i r s t i s the s l i d e of the data l i b r a r y 

t h a t ' s E x h i b i t 41. 

E x h i b i t 42 i s a t a b l e of where the core 

data e x i s t s i n the areas t h a t are s u b j e c t t o 

Concho's a p p l i c a t i o n . 

And E x h i b i t 43 i s t h e drainage -- average 

drainage areas Mr. M i d k i f f r e f e r e n c e d i n h i s 

t e s t i m o n y t h a t B u r n e t t asked f o r . 

We would ask those be a d m i t t e d i n t o 

evidence. 

TECHNICAL EXAMINER EZEANYIM: Any 

o b j e c t i o n ? 

MR. GRABLE: I have no o b j e c t i o n t o t h e i r 

admission. 

I do wish t o s t a t e f o r the r e c o r d t h a t 

what I i n t e n d e d t o be a s k i n g f o r was t h e range of 
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values f o r -- c a l c u l a t e d g r a n u l a r from low t o h i g h 

i n the B l i n e b r y . 

Now these — these are ranges w i t h i n 

e x i s t i n g p o o l s . I mean these are c a l c u l a t e d 

averages w i t h i n e x i s t i n g p o o l s . 

And j u s t f o r i n s t a n c e i n the Empire, 

t h e y ' r e showing 9.9. I n the Paddock and -- and i n 

the B l i n e b r y , those numbers must have been c a l — 

t h a t average has t o be c a l c u l a t e d from a spread of 

i n d i v i d u a l w e l l c a l c u l a t i o n s t h a t are g r e a t e r or 

l e s s e r than t h a t . And t h a t ' s what we were l o o k i n g 

f o r , i s how many w e l l s and what's the low and what's 

the h i g h . 

And maybe i f the next w i t n e s s can speak t o 

t h a t , I'm not — I t h i n k t h a t ' s more of a t o p i c , 

perhaps, f o r the next w i t n e s s than Mr. M i d k i f f . But 

i f n o t , then I may r e c a l l Mr. M i d k i f f and ask him 

some q u e s t i o n s about t h i s . 

But I b e l i e v e Mr. Campbell asked 

Ms. Munds-Dry on break i f they had t h a t i n f o r m a t i o n 

we thought we were a s k i n g f o r , and I b e l i e v e the 

answer was no. So... 

MR. CAMPBELL: That's r i g h t . We were 

l o o k i n g f o r the range t h a t made up the c a l c u l a t i o n 

of the average drainage i n each of these p o o l s , the 
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h i g h and the low. I f the poo l averaged a t l e a s t 

9.9, t h a t -- t h a t , as l o g i c d i c t a t e s , t h e r e were 

drainages h i g h e r than 9.9 and lower than 9.9. We're 

i n t e r e s t e d i n t h e range of c a l c u l a t e d drainage, and 

we d i d not get t h a t . And I am inf o r m e d they don't 

have t h a t . 

TECHNICAL EXAMINER EZEANYIM: Do you have 

t h a t ? 

MS. MUNDS-DRY: Mr. Ezeanyim, I t h i n k i t 

was j u s t a miscommunication from what Mr. M i d k i f f 

had understood t h a t they wanted. This i s something 

t h a t he s a i d he co u l d p r o v i d e . 

We can e x p l o r e w i t h Mr. P r e n t i c e i f t h a t ' s 

something t h a t we can p r o v i d e . I am t o l d t h a t no, 

we do not have t h a t , and I don't know i f i t ' s 

because we don't have i t w i t h us now or — but we 

can e x p l o r e t h a t . 

But t h i s i s what -- t h i s i s what 

Mr. M i d k i f f was r e f e r r i n g t o when he s a i d he c o u l d 

p r o v i d e t h e averages. 

TECHNICAL EXAMINER EZEANYIM: Okay. So at 

t h i s p o i n t , do we s t i l l have an o b j e c t i o n t o those 

t h r e e e x h i b i t s ? 

MR. GRABLE: No, I do not have an 

o b j e c t i o n . I j u s t wanted t o make a r e c o r d t h a t i t ' s 
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not r e a l l y what we asked f o r . So... 

MS. MUNDS-DRY: And we weren't t r y i n g t o 

not g i v e them what they were a s k i n g f o r . I t i s j u s t 

a miscommunication. 

MR. GRABLE: I understand. 

TECHNICAL EXAMINER EZEANYIM: Okay. I t 

wasn't what they were a s k i n g f o r . 

Okay. At t h i s p o i n t , E x h i b i t s Number 41, 

42, and 43 w i l l be a d m i t t e d i n t o evidence. 

MS. MUNDS-DRY: Thank you. 

LEGAL EXAMINER BROOKS: Okay. Examination 

begins, t h e n , a t 2:18. 

RICHARD PRENTICE, 

a f t e r h a v i n g been f i r s t d u l y sworn under oath, 

was q u e s t i o n e d and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MS. MUNDS-DRY: 

Q. Would you please s t a t e your f u l l name f o r 

the record? 

A. R i c h a r d P r e n t i c e . 

Q. Mr. P r e n t i c e , where do you re s i d e ? 

A. Midl a n d , Texas. 

Q. By whom are you employed? 

A. Concho Resources. 

Q. And what i s your p o s i t i o n w i t h Concho? 
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A. I'm a r e s e r v o i r engineer w i t h them. 

Q. And what do you do as a r e s e r v o i r engineer 

f o r Concho? 

A. I work r e s e r v o i r issues across the 

Southeast New Mexico s h e l f area. 

Q. Thank you. And have you p r e v i o u s l y 

t e s t i f i e d b e f o r e the d i v i s i o n ? 

A. Yes, I have. 

Q. Were your c r e d e n t i a l s accepted and made a 

matter of r e c o r d a t t h a t time? 

A. Yes, they were. 

Q. And are you f a m i l i a r w i t h t he a p p l i c a t i o n 

f i l e d by Concho? 

A. Yes, I am. 

Q. And have you made an e n g i n e e r i n g study of 

the r e s e r v o i r s t h a t are s u b j e c t t o Concho's 

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

A. Yes, I have. 

MS. MUNDS-DRY: Mr. Ezeanyim, we tender 

Mr. P r e n t i c e as an e x p e r t i n p e t r o l e u m e n g i n e e r i n g . 

TECHNICAL EXAMINER EZEANYIM: Mr. P r e n t i c e 

i s so q u a l i f i e d . 

MS. MUNDS-DRY: And, Mr. Ezeanyim, you 

u s u a l l y ask t h i s . Mr. P r e n t i c e i s , i n f a c t , 

c e r t i f i e d -- r e g i s t e r e d i n two s t a t e s as a petroleum 
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engineer . 

TECHNICAL EXAMINER EZEANYIM: Oh, he i s 

r e g i s t e r e d . That's good. 

THE WITNESS: You d i d n ' t g i v e me the 

o p p o r t u n i t y t o say I'm r e g i s t e r e d i n Texas and 

New Mexico. I've been w a i t i n g a l l day t o say t h a t . 

Q. (By Ms. Munds-Dry) Mr. P r e n t i c e , l e t ' s 

t u r n t o what has been marked as Concho Number 36. 

I f you c o u l d , i d e n t i f y i t and review i t 

f o r the examiners p l e a s e . 

A. E x h i b i t Number 3 6 . i s a c o m p o s i t i o n a l 

a n a l y s i s of f o u r w e l l s across the s h e l f area. Those 

f o u r w e l l s are l i s t e d i n the box t o the upper r i g h t , 

up here ( i n d i c a t i n g ) . One of the w e l l s i s i n the 

Empire f i e l d , g o i ng from west t o ea s t , Empire f i e l d . 

One i s i n Loco H i l l s , one i s i n F r i e n d , and one i s 

i n Maljamar. Under each component t h e r e i s a stack 

of f o u r d i f f e r e n t columns, and I'm j u s t s t a t i n g t he 

c o m p o s i t i o n a l a n a l y s i s of t h a t p a r t i c u l a r component 

of each of these f o u r w e l l s . 

The p o i n t of t h i s whole p l o t i s t o 

demonstrate, from our p o i n t o f view, the o i l i n t h i s 

rock i s the same. The p r o f i l e s are ver y s i m i l a r . 

TECHNICAL EXAMINER EZEANYIM: What i s your 

Y axis? I t ' s v e r y hard t o see. 
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THE WITNESS: I'm s o r r y ? 

TECHNICAL EXAMINER EZEANYIM: What do you 

have on the Y axis? 

THE WITNESS: The Y a x i s i s a mole percent 

number. 

TECHNICAL EXAMINER EZEANYIM: Okay. 

THE WITNESS: X a x i s i s a component 

number, a component. 

TECHNICAL EXAMINER EZEANYIM: I can see 

t h a t one. 

THE WITNESS: Okay. So f o r i n s t a n c e , i n 

the -- i n the FN column, mole p e r c e n t ranges upwards 

of 32 t o 40 pe r c e n t across t he f i e l d . 

F o llow me? 

TECHNICAL EXAMINER EZEANYIM: Yes. 

Q. (By Ms. Munds-Dry) And, Mr. P r e n t i c e , I'm 

not sure i f you s a i d t h i s . But was t h i s an a n a l y s i s 

t h a t Concho d i d or someone else? 

A. Concho r e q u e s t e d t h i s a n a l y s i s from a 

t h i r d p a r t y . 

Q. Okay. Let's t u r n t o what has been marked 

as Concho E x h i b i t Number 37, plea s e . 

What i s t h i s s l i d e ? 

A. E x h i b i t Number 37. We not o n l y conducted 

a c o m p o s i t i o n a l a n a l y s i s of the crudes, but we do an 
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i s o t o p e a n a l y s i s , t o o . The p o i n t b e i n g , i n --

main l y i n B u l l e t Number 2, t o determine the source 

of the crude. The source of the crude, as -- as 

our -- our l a b o r a t o r y r e p o r t s i n d i c a t e i s t h a t i t i s 

a — a source from a l l — f o r a l l of these i s a 

d i s t a l marine s h a l e . I n the f i r s t sentence, " L i k e l y 

a d i s t a l marine s h a l e , " t h a t t h i s source -- t h a t a l l 

of these — a l l these crudes came from. 

Q. What's the c o n c l u s i o n you reached from 

t h i s , or t h a t GeoMark reached? 

A. The — the p o i n t of these two s l i d e s i s t o 

t i e i n t o Mr. Reyes' t e s t i m o n y t h a t t he rock i s the 

same i n i t s h e t e r o g e n e i t y . Not o n l y i s the rock the 

same, the crude i s the same across the r e s e r v o i r . 

Not o n l y i s t h e crude t h e same, the source of the 

crude looks l i k e i t ' s t h e same source. 

Q. Okay. Let's t u r n t o what has been marked 

as Concho E x h i b i t Number 38. 

What i s t h i s document? 

A. E x h i b i t Number 38 was my attempt t o 

summarize the c a l c u l a t i o n s , range c a l c u l a t i o n s , t h a t 

I conducted across t h e s h e l f area. 

Q. And I note here t h a t you have some 

p o r o s i t y c u t o f f s l i s t e d here. 

A. Yes. We u t i l i z e d a p o r o s i t y c u t o f f i n 
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both zones of 3 p e r c e n t . 

Q. And you a l s o have a re c o v e r y f a c t o r . What 

re c o v e r y f a c t o r do you use? 

A. We -- we assumed a 15 pe r c e n t r e c o v e r y 

f a c t o r i n these r e s e r v o i r s , because i t ' s a --

t y p i c a l l y an i n d u s t r y - a c c e p t e d r e c o v e r y f a c t o r . 

Q. I ' d ask i f you would, Mr. P r e n t i c e --

MS. MUNDS-DRY: And, Mr. Ezeanyim, w i t h 

your p e r m i s s i o n , i f Mr. P r e n t i c e c o u l d approach t h e 

Dry Erase board. 

Q. (By Ms. Munds-Dry) And i f you co u l d show 

how Concho c a l c u l a t e s i t s drainage area. 

A. A couple of d e f i n i t i o n s , f i r s t of a l l , so 

I'm sure we're on the same page. 

O i l i n plac e i s OIP, o i l i n p l a c e . 

A, area. 

Acres . 

PHI . 

P o r o s i t y . 

H, net pay. 

S, connate water, water s a t u r a t i o n . 

B sub OI. 

Formation volume f a c t o r . I n t h i s case we 

use 1.29. 

EUR, as you have a l r e a d y i n d i c a t e d , 
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u l t i m a t e r e c o v e r y , u l t i m a t e p r i m a r y r e c o v e r y . 

Okay. Those are t h e d e f i n i t i o n s t h a t are 

i n t he e q u a t i o n . I t ' s a very s t a n d a r d e q u a t i o n . 

The e q u a t i o n reads l i k e t h i s : OOIP equals 7758 

b a r r e l s an acre f o o t times A times H PHI-H times 1 

minus connate water, a l l d i v i d e d by B sub OI. 

Do you re c o g n i z e t he f o r m u l a , s i r ? 

TECHNICAL EXAMINER EZEANYIM: That i s a 

simple one. Everybody has t h a t . 

THE WITNESS: That's t he same f o r m u l a . 

We're both u s i n g the same f o r m u l a . 

TECHNICAL EXAMINER EZEANYIM: How d i d you 

get the 1.29? 

THE WITNESS: That's what we g e n e r a l l y use 

out t h e r e . 

TECHNICAL EXAMINER EZEANYIM: I mean --

g e n e r a l l y use? 

THE WITNESS: Yes. 

TECHNICAL EXAMINER EZEANYIM: I mean how 

d i d you get t h a t number? 

THE WITNESS.: That's — t h a t ' s what we're 

seeing o f f t h e core d a t a . 

TECHNICAL EXAMINER EZEANYIM: Okay. 

THE WITNESS: Recovery f a c t o r , i t would be 

EUR -- oops. Yeah, EUR over OOIP. 
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The d i f f e r e n c e -- t h e o n l y -- the r e a l 

d i f f e r e n c e t h a t we -- b e t w e e n what we use versus 

what B u r n e t t used, B u r n e t t assumed a 15 percent 

r e c o v e r y f a c t o r , j u s t l i k e we d i d , and c a l c u l a t e d 

out t h e i r OIP. O i l i n plac e never i n t e n d s t o 

i n c l u d e a -- a l a r g e s t a t i s t i c a l b a s i s , based on 

v o l u m e t r i c s , based on our l o g data, core data, 

whatever e l s e we c o u l d i n c o r p o r a t e . 

That's r e a l l y the o n l y s i g n i f i c a n t 

d i f f e r e n c e . That, p l u s our r a t h e r s i g n i f i c a n t 

d i f f e r e n c e i n s t a t i s t i c a l sample base. Ours i s 

about 1,200 w e l l s . I t h i n k B u r n e t t might have about 

8 9 or so. 

TECHNICAL EXAMINER EZEANYIM: Yeah. 

15 pe r c e n t i s not unreasonable. But i s t h a t -- t h a t 

u s i n g t h e pumps? I know t h e y ' r e u s i n g some pumps 

over t h e r e r i g h t now. 

THE WITNESS: I'm s o r r y , now? 

TECHNICAL EXAMINER EZEANYIM: You are 

us i n g pumps. 

THE WITNESS: Yes, t h a t ' s c o r r e c t . 

TECHNICAL EXAMINER EZEANYIM: Okay. And 

t h a t ' s 15 p e r c e n t because they are u s i n g pumps, or 

i s t h a t t h e p r i m a r y recovery? 

THE WITNESS: This i s a — t h i s i s a 
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t y p i c a l . - -

TECHNICAL EXAMINER EZEANYIM: Primary 

recovery? 

THE WITNESS: -- p r i m a r y r e c o v e r y i n the 

Clear Fork, Yeso. Yeso i n New Mexico i s a Clear 

Fork — c l e a r Fork i n Texas. 

TECHNICAL EXAMINER EZEANYIM: Okay. 

THE WITNESS: Very, v e r y , v e r y , very 

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

TECHNICAL EXAMINER EZEANYIM: Okay. Go 

ahead. 

THE WITNESS: I j u s t wanted t o present the 

formul a — b a s i c f o r m u l a t o make sure we are a l l on 

the same page. I f you are f a m i l i a r w i t h the 

te x t b o o k of C r a f t & Hawkins, i t ' s on page so-and-so 

of C r a f t & Hawkins. I t ' s a fundamental e q u a t i o n . I 

don't t h i n k we d i s p u t e the methodology. 

TECHNICAL EXAMINER EZEANYIM: I s anybody 

acqu a i n t e d w i t h t h i s equation? Nobody? 

MR. GRABLE: I t ' s i n c l u d e d i n our 

e x h i b i t s ? 

TECHNICAL EXAMINER EZEANYIM: R i g h t . 

Q. (By Ms. Munds-Dry) Thank you, 

Mr. P r e n t i c e , f o r t h a t e x e r c i s e . 

And then i n E x h i b i t Number 38 here you 
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g i v e some average u l t i m a t e Paddock and average 

u l t i m a t e B l i n e b r y d r a i n a g e areas. What are those? 

A. We c a l c u l a t e d the drainage areas based on 

both cums and u l t i m a t e r e c o v e r i e s across 1,200 w e l l s 

across the e n t i r e s h e l f t h a t we o p e r a t e . And we 

summarize those. 

The -- i n our view, the Paddock i s 

d r a i n i n g a p p r o x i m a t e l y 9 t o 10 acres on average. 

The B l i n e b r y i s d r a i n i n g something l e s s than — much 

l e s s than 10, p r o b a b l y maybe 4 t o 6 acres on 

average. T h e r e f o r e , we t h i n k t h a t t he 10-acre r u l e 

spacing t h a t t h e commission has i n plac e r i g h t now 

i s e n t i r e l y adequate, e n t i r e l y -- e n t i r e l y r i g h t . 

B l i n e b r y we may have — r i g h t now we're 

not seeing q u i t e 10-acre y e t — 10-acre drainage 

y e t . 

Q. And what does t h i s say, Mr. P r e n t i c e ? I 

understand the c o n c l u s i o n about the -- the d e n s i t y . 

But what c o n c l u s i o n s can you reach i n terms of 

Concho's a p p l i c a t i o n a s k i n g f o r an i n c r e a s e d 

a l l o w a b l e i n these d r a i n a g e c a l c u l a t i o n s ? 

A. The i n c r e a s e d a l l o w a b l e would h e l p us 

produce w e l l s as t h e y come i n . L i k e I say, we're 

seeing drainage areas t h a t are much i n accord w i t h 

what the c u r r e n t e x i s t i n g r u l e s a r e . 
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Q. Thank you, Mr. P r e n t i c e . 

I w i l l ask you t o t u r n t o what has been 

marked as Concho E x h i b i t Number 30. I f you co u l d , 

e x p l a i n t h i s s l i d e t o the examiners, p l e a s e . 

A. E x h i b i t Number 30 i s a t y p i c a l 40-acre 

development scheme under the — under the c u r r e n t 

a l l o w a b l e schedule. 

The p o i n t of t h i s schematic i s t o show the 

l e n g t h of time i t takes t o develop 40 acres under 

the c u r r e n t a l l o w a b l e . I t takes a good -- a good 

e i g h t , n i n e , t e n years t o d r i l l — c o m p l e t e l y 

develop the 40 acres. I n our view, t h a t ' s a r a t h e r 

p r o l o n g e d amount of t i m e . 

There are s e v e r a l i s s u e s a s s o c i a t e d w i t h 

the p r o l o n g e d — p r o l o n g e d development schedule. 

There are o p e r a t i o n a l i s s u e s , cost i s s u e s , so f o r t h 

and so on. 

The p r i m a r y i s s u e t h a t I have w i t h i t i s 

t h a t i t delays the i m p l e m e n t a t i o n of p o t e n t i a l 

secondary r e c o v e r y o p e r a t i o n s and reduces t h e 

e f f i c i e n c y of any planned secondary o p e r a t i o n s by 

a l l o w i n g gas — gas t o form — t o form i n the 

r e s e r v o i r and decrease the e f f i c i e n c y of i n j e c t i o n 

o p erat i o n s . 

Q. What does t h i s s l i d e say about the proper 
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d e n s i t y f o r development of secondary recovery? 

A. I t -- i t tends -- i t t e l l s me t h a t 

second — I mean 10-acre drainage i s ve r y l i k e l y . 

That's going t o be what we're seeing from our p o i n t 

of view. I t takes f o u r w e l l s t o d r a i n 40 acres. 

And assuming we get those f o u r w e l l s d r i l l e d and got 

o f f p r i m a r y and begin secondary, t h a t p o t e n t i a l 

becomes r e a l i z e d . 

Q. Mr. P r e n t i c e , you're p a r t i c u l a r l y keen on 

secondary r e c o v e r y . What do you do f o r Concho i n 

terms of secondary r e c o v e r y o p e r a t i o n s ? 

A. I work w i t h t h e i r -- t h e i r secondary 

r e c o v e r y o p e r a t i o n s , and I work w i t h p o t e n t i a l 

secondary r e c o v e r y p o s s i b i l i t i e s . 

Q. And does Concho have plans f o r secondary 

r e c o v e r y i n the Yeso pools? 

A. Concho i s always l o o k i n g f o r ways t o 

develop -- p r o p e r l y develop i t s a s s e t s , i n c l u d i n g 

p r i m a r y and secondary. The Yeso f o r m a t i o n i s no 

e x c e p t i o n t o t h a t , t o t h a t planned development, t o 

t h a t business p l a n . 

Q. And i n your mind, t h e n , j u s t t o make sure 

i t ' s c l e a r i n terms of secondary r e c o v e r y 

o p e r a t i o n s , what i s the proper a l l o w a b l e and GOR t o 

get you t o your secondary r e c o v e r y o p e r a t i o n s i n an 
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e f f i c i e n t manner? 

A. The h i g h a l l o w a b l e r e q u e s t e d by our -- by 

Concho would get us t h e r e q u i c k e r . Quicker would 

s h o r t e n up t h i s -- t h i s p a r t i c u l a r t ime frame p l o t . 

A h i g h e r GOR, or e l i m i n a t i o n of GOR, would enhance 

t h a t p l a n , t o o . 

Q. Thank you, Mr. P r e n t i c e . 

MS. MUNDS-DRY: With t h a t , Mr. Ezeanyim, 

we would ask t o move E x h i b i t s 36, 37, 38, and 30 

i n t o evidence. 

TECHNICAL EXAMINER EZEANYIM: Can you 

repea t t h a t , please? 

MS. MUNDS-DRY: Yes, s i r . 36, 37, 38, and 

30 . 

TECHNICAL EXAMINER EZEANYIM: Any 

o b j e c t i o n ? 

MR. GRABLE: No o b j e c t i o n s t o 36, 37, and 

38. Can we w i t h h o l d a r u l i n g on E x h i b i t 38 u n t i l I 

examine the witness? 

LEGAL EXAMINER BROOKS: 38? 

MR. GRABLE: I'm s o r r y . Number 30. 

TECHNICAL EXAMINER EZEANYIM: Oh, 30? 

MR. GRABLE: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: Okay. You 

want me t o h o l d on t o 30? 
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LEGAL EXAMINER BROOKS: Okay. You w i s h t o 

examine t h e w i t n e s s b e f o r e you s t a t e y o u r o b j e c t i o n ? 

MR. GRABLE: W e l l , we're g o i n g t o pass t h e 

w i t n e s s . I'm g o i n g t o have some q u e s t i o n s on t h i s 

e x h i b i t t o see i f i t has any p r o b a t i v e v a l u e 

w h a t s o e v e r . 

LEGAL EXAMINER BROOKS: Okay. 

MR. GRABLE: And I may have an o b j e c t i o n 

t o i t a t t h e end o f t h a t and I may n o t . So... 

LEGAL EXAMINER BROOKS: Okay. 

MR. GRABLE: But I d o n ' t want t o j u s t 

a g r e e t o a d m i t i t now, because I may have an 

o b j e c t i o n . And r a t h e r t h a n t a k i n g h i m on v o i r d i r e , 

I w o u l d r a t h e r j u s t -- i f we're g o i n g t o c r o s s , 

l e t ' s j u s t go t o c r o s s . 

LEGAL EXAMINER BROOKS: I agree t h a t 

t h a t ' s more a p p r o p r i a t e . 

TECHNICAL EXAMINER EZEANYIM: Your p o i n t 

i s w e l l t a k e n . T h e r e f o r e , a t t h i s p o i n t , E x h i b i t s 

36, 37, and 38 w i l l be a d m i t t e d . 

LEGAL EXAMINER BROOKS: Okay. 

MS. MUNDS-DRY: And w i t h t h a t , I pass t h e 

w i t n e s s . 

LEGAL EXAMINER BROOKS: You pass t h e 

w i t n e s s a t 2:33. 
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TECHNICAL EXAMINER EZEANYIM: Mr. Grable? 

MR. GRABLE: Thank you. 

EXAMINATION 

BY MR. GRABLE: 

Q. Mr. P r e n t i c e , I'm Bob Grable, from 

F o r t Worth. I r e p r e s e n t B u r n e t t and Hudson. We 

haven't met b e f o r e today, have we, s i r ? 

A. No, s i r , I'm not aware of i t . 

Q. We may have spoken over each o t h e r on the 

telephone l a s t Wednesday. I t h i n k you were here f o r 

a p r e h e a r i n g conference. I s t h a t r i g h t ? 

A. Yes, s i r , I was. 

Q. Okay. Let me ask you j u s t q u i c k l y on 36 

and 37, I take i t from your company's p r e s e n t a t i o n 

on the g e o l o g i c s i m i l a r i t y , t he d e p o s i t i o n on 

environment, t he rock s i m i l a r i t y , t he o i l 

s i m i l a r i t y , t h a t these are a l l e s s e n t i a l l y — 

t h e y ' r e a l l p a r t of the rock d e p o s i t e d a t the same 

time and have s i m i l a r s a t u r a t i o n s ? 

A. We are seeing s i m i l a r crude i n the rock 

t h a t ' s s i m i l a r . 

Q. A n d . t h i s makes them good candidates f o r 

c o n s o l i d a t i o n as a s i n g l e r e s e r v o i r ? 

A. That's a p o s s i b i l i t y , sure. 

Q. Okay. And j u s t o f f the mark a minute, on 
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t h i s q u a n t i t a t i v e and q u a l i t a t i v e a n a l y s i s , t h i s 

appears t o be a ver y l i g h t crude, doesn't i t , w i t h 

t h a t h i g h p e r c e n t of ethanes and propanes and 

butanes? 

A. R e l a t i v e l y speaking, i t i s a l i g h t crude. 

Q. What i s i t s g r a v i t y ? 

A. I'm s o r r y ? 

TECHNICAL EXAMINER EZEANYIM: G r a v i t y . 

A. G r a v i t y ? About 35 t o 38. 

Q. (By Mr. Grable) A l l r i g h t . 

Before we go t o 38, I might have a l o t of 

ques t i o n s on t h a t . Let's go back t o E x h i b i t 30. 

Why d i d you assume a 15-year requirement 

here b e f o r e development on a 40-acre p r o r a t i o n ? 

A. I t h i n k -- I t h i n k the Concho i s about t e n 

years. This i s — t h i s i s what I understand t h a t i t 

takes t o develop a 40-acre t r a c t based on c u r r e n t 

a l l o w a b l e r u l e s , GOR r u l e s . 

Q. So i s t h e p o i n t of t h i s e x h i b i t your 

request f o r a 300-barre1-a-day a l l o w a b l e ? 

A. Yes. 

Q. Okay. But t h i s -- t h i s i s not -- t h i s i s 

not a r e p r e s e n t a t i o n of any p a r t i c u l a r 40 acres 

w i t h i n t he r e s e r v o i r ; t h i s i s j u s t a schematic or --

A. Generic. 
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Q. -- g e n e r i c . But i t ' s c e r t a i n l y not the 

way Concho has developed i t s p r o p e r t i e s , i s i t ? 

A. No. We have tended t o e x p e d i t e t h i n g s . 

MR. GRABLE: I don't o b j e c t t o 30, I don't 

b e l i e v e . 

Q. (By Mr. Grable) Let's go t o 38. You 

l i s t e d a l l of those f a c t o r s up t h e r e . Let's t a l k 

about a few o t h e r s . 

What do you need t o know t o d e r i v e your 

p o r o s i t y v a l u e f o r t h i s equation? 

A. You would l i k e t o know, e i t h e r from core 

data, l o g data, or whatever data t h a t you co u l d come 

up w i t h , what t h e p o r o s i t y might be. 

Q. And what — what p r o p e r t i e s do you e x t r a c t 

from t h a t data i n order t o c a l c u l a t e t he p o r o s i t y ? 

A. W e l l , p o r o s i t y g e n e r a l l y comes d i r e c t l y 

o f f the core d a t a . I f you c o u l d c o r r e l a t e your l o g 

data w i t h t h e core data , t h a t ' s always a good s t e p . 

Q. Do you need t o know g r a i n d e n s i t y ? 

A. That may be p a r t of the c a l c u l a t i o n . I'm 

not sure i t ' s a s i g n i f i c a n t p a r t , but i t may be --

I'm sure i t ' s p a r t of the c a l c u l a t i o n . 

Q. Do you know what g r a i n d e n s i t y Concho used 

on your E x h i b i t 38? 

A. I do n o t . 
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Q. Do you have any way t o t e l l ? 

A. No, s i r , not from -- not from the -- not 

from r i g h t here, no. 

Q. Did you, i n f a c t , c a l c u l a t e a g r a i n 

d e n s i t y i n your core a n a l y s i s ? 

A. I d i d n o t . 

Q. Okay. I s g r a i n d e n s i t y an i n p u t f a c t o r 

i n t o a modern l o g i n order t o get a r e a d i n g of 

p o r o s i t y from t h e log? 

A. I t c o u l d be. 

Q. But you can't t e l l me what -- what g r a i n 

d e n s i t y you d i d give? 

A. I -- I cannot t e l l you t h a t . 

Q. Do you b e l i e v e t h e r e would be a measurable 

d i f f e r e n c e i n u s i n g a g r a i n d e n s i t y of 2.87 versus 

2.84? 

A. I -- I would not know. The numbers sound 

ver y i n s i g n i f i c a n t t o me. 

Q. The d i f f e r e n c e or the — 

A. The d i f f e r e n c e . 

Q. Okay. Do you know, i s — i s t h e r e a 

sta n d a r d g r a i n d e n s i t y v a l u e f o r d o l o m i t e ? 

A. Yes, t h e r e i s , but I do not remember what 

i t i s . I'm s o r r y . 

Q. Do you t h i n k you used t h a t s t a n d a r d or you 
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j u s t have no idea what was used? 

A. I'm sure they u t i l i z e d t h a t s t a n d a r d as 

p a r t of t h e i r net pay c a l c u l a t i o n s . 

Q. A l l r i g h t . Now the l a s t b u l l e t p o i n t on 

your s l i d e says: "Yucca S t a t e examples a t t a c h e d . " 

The copy I had d i d n ' t have any of those. 

Do you have those? 

A. I -- I do n o t . They may have been dropped 

along the way. I j u s t -- I was j u s t t r y i n g t o use 

t h a t as an example of how we c a l c u l a t e — 

Q. So you had examples, but the y were taken 

o f f a t some p o i n t ? 

A. I t h i n k they — I t h i n k t h e y p r o b a b l y 

were . 

Q. Can you p u l l them up from your computer 

back i n the o f f i c e ? 

A. Very p o s s i b l y . 

MR. GRABLE: Ms. Munds-Dry, c o u l d you 

check f o r me? 

MS. MUNDS-DRY: Yeah. Mr. Grable, we are 

t r y i n g t o determine t h a t , i f t h a t was something t h a t 

we o r i g i n a l l y sent t o you. We'll j u s t have t o 

f i g u r e t h a t o u t . 

Q. (By Mr. Grable) A l l r i g h t . Let's t a l k 

about 15 pe r c e n t r e c o v e r y , p r i m a r y r e c o v e r y 
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f a c t o r i n g . I n Permian d o l o m i t e r e s e r v o i r s , i s n ' t 

t h a t i n the h i g h range? 

A. No, s i r . I'm not aware of t h a t b eing i n 

the h i g h range at a l l . I t ' s v e r y , v e r y t y p i c a l from 

the -- from my e x p e r i e n c e . 

Q. T y p i c a l where? What i s your experience? 

A. My experience has been w i t h Clear Fork 

t y p e r e s e r v o i r s i n the Permian Basin. 

Q. Aren't t h e y more permeable and porous than 

t h i s Yeso over here i n New Mexico? 

A. I see v e r y s i m i l a r comparisons, v e r y 

t i g h t , v e r y -- v e r y l e n t i c u l a r , low p o r o s i t y , low --

PHI-Hs, low perms. I -- I see very low d i f f e r e n c e s 

r i g h t now between the Clear Fork r e s e r v o i r s I've 

worked w i t h and — 

Q. W e l l , I can't c i t e you chapter and verse 

s i t t i n g r i g h t here, but haven't t h e r e been Clear 

Fork r e s e r v o i r s produced as c o n v e n t i o n a l r e s e r v o i r s 

f o r the l a s t 50 years on the Texas si d e of the 

Permian Basin? 

A. Yes, s i r . 

Q. And t h i s Yeso was d r i l l e d t hrough and 

i g n o r e d f o r 50 y e a r s . I mean people have j u s t 

s t a r t e d d e v e l o p i n g i t when the modern f r a c t u r e 

s t i m u l a t i o n came i n . I s n ' t t h a t t r u e ? 
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A. I don't know what prompted them t o begin 

development, but i t ' s been a l a t e -- a r a t h e r 

l a t e -- l a t e development, I suspect. 

Q. But i t ' s your t e s t i m o n y t h a t t he rock 

q u a l i t y i n Texas Clear Fork r e s e r v o i r s i s comparable 

t o t h i s New Mexico Yeso? 

A. From what I can t e l l , i t ' s very s i m i l a r . 

Q. Okay. And t h a t ' s why you used 15 percent? 

A. Ye s, s i r . 

Q. Did you analyze what happens t o your 

drainage areas i f you use 12 or 10 percent? 

A. No, s i r . I u t i l i z e d 15 p e r c e n t . 

Q. They would get b i g g e r though, wouldn't 

they? 

A. Yes. 

Q. Do you have a range of p e r m e a b i l i t y i n the 

r e s e r v o i r from the core a n a l y s i s t h a t Concho was 

doing? 

A. I do not have t h a t i n my head, no, s i r . 

Q. Now look a t your second b u l l e t p o i n t : 

" O i l s a t u r a t e d p o r o s i t y h e i g h t , p o r o s i t y net pay 

determined from a v a i l a b l e d i g i t i z e d logs w i t h 

g e o l o g i c a l p i c k s i n the Paddock and B l i n e b r y 

i n t e r v a l s u s i n g geographic i n t e g r a t i o n s o f t w a r e . " 

A. Yes, s i r . 
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Q. Were the net pay p i c k s t h a t you used i n 

t h i s a n a l y s i s done by computer? 

A. We -- we s u p p l i e d the net p i c k s , and they 

were — they were — they were i n p u t i n t o the 

computer, yes, i n t o the geographies program. 

Q. A l l r i g h t . Let's t a l k about the g r a i n 

d e n s i t y p a r t of p o r o s i t y c a l c u l a t i o n s . 

Were the — which p o r o s i t y curve or curves 

from the l o g a n a l y s i s d i d you use f o r p o r o s i t y 

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

A. I suspect they use t h e c r o s s - f l o o d e d 

p o r o s i t y . 

Q. Okay. Has Concho done any s t u d i e s t o see 

whether n e u t r o n or d e n s i t y i s more accu r a t e or 

c o r r e l a t e s more c l o s e l y w i t h t h e p o r o s i t y from your 

core work? 

A. I'm not aware of such s t u d i e s . I don't 

know i f they have or n o t . 

Q. But a c r o s s - p l o t w i l l g i v e you some valu e 

between — 

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

Q. -- between the two. Not an average, but I 

mean some v a l u e between the n e u t r o n --

A. Yes, s i r , i n between. 

Q. -- and the d e n s i t y . 
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I f you -- i f you had -- and I thought you 

s a i d e a r l i e r i n your t e s t i m o n y t h a t comparing your 

l o g a n a l y s i s w i t h your core work was a good t h i n g t o 

do. But I mean i f you -- i f you had done t h a t and 

i t showed t h a t t h e core work showed t h a t t r u e 

p o r o s i t y was c l o s e r t o one or the o t h e r , would you 

have used t h a t r a t h e r than a c r o s s - p l o t ? 

A. That l i k e l y would have been i n c o r p o r a t e d 

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

Q. But you t h i n k they used c r o s s - p l o t ? 

A. Yes, s i r , I do. 

Q. Now going down s i x b u l l e t p o i n t s : "Current 

drainage area based oh a l l o c a t e d c u m u l a t i v e 

p r o d u c t i o n . " 

How was t h e p r o d u c t i o n a l l o c a t e d between 

Paddock and B l i n e b r y ? 

A. My a l l o c a t i o n was 50 p e r c e n t f o r B l i n e b r y 

and 50 pe r c e n t f o r t h e Paddock, when I had the 

commingled w e l l bore t o work w i t h . 

I t h i n k i t was j u s t set f o r t h on the one 

j u s t above i t . 

Q. Now, you were here when I asked 

Mr. M i d k i f f and then your counsel about the range of 

values w i t h i n t h e average. 

Are you aware of the range of — of 
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c a l c u l a t e d drainage areas i n your 9.2-acre average 

f o r Paddock? 

A. I am aware of the ranges. I cannot quote 

them t o you, because I looked a t 1,200 w e l l s , and 

t h a t range was s i g n i f i c a n t . 

Q. Okay. Can you k i n d of fence i t i n w i t h --

I know they got down as low as X, and I don't t h i n k 

they got h i g h e r than Y? 

A. I have seen some drainage areas, depending 

on the zone. 

Q. Yes. On t h e Paddock. I mean what -- what 

do you -- what do you r e c a l l seeing as low on 

Paddock and h i g h on Paddock. 

A. Again, my memory i s going t o be f a u l t y . 

But p r o b a b l y between 10 t o -- between 5 and 10 acres 

up t o 20. 

Q. How about i n the B l i n e b r y ? 

A. As low as — again depending on the --

where you are, 1 t o 2 t o 3 acres up t o 10 acres. 

And my memory c o u l d be f a u l t y , s i r . 

Q. That's f i n e . 

A. There's 1,200 w e l l s . 

Q. I u n d e r s t a n d . I'm j u s t t r y i n g t o get a 

f e e l f o r what t h e spread was around the average. 

Of course a l l of t h a t depends upon the 
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accuracy of t h e o t h e r f a c t o r s and assumptions t h a t 

went i n t o t he c a l c u l a t i o n ? 

A. I t does. 

Q. I f you changed any of those, then i t would 

change both your average and the high/lows? 

A. Yes, i t would. 

Q. J u s t a couple more q u e s t i o n s , 

Mr. P r e n t i c e . I'm s o r r y f o r t h a t d e l a y . 

I s i t your experience t h a t t y p i c a l l y 

n e u t r o n d e n s i t y l o g reading s tend t o be h i g h e r than 

a d e n s i t y r e a d i n g — a d e n s i t y curve o f f t h a t same 

w e l l ? 

A. T y p i c a l l y . 

Q. T y p i c a l l y . 

A. T y p i c a l l y . 

Q. Yes, t y p i c a l l y . 

A. Yes. I'm sayi n g , yes, t y p i c a l l y . 

Q. Okay. And of the 1,600 w e l l s or so, do 

you know how many of those you have open-hole logs 

on? 

A. No, s i r , I do n o t . I would r e f e r t o what 

Mr. Reyes has s u p p l i e d you. 

Q. Did you use any of the cased-hole n e u t r o n 

l o g s t o i n t e r p r e t net pay or p o r o s i t y ? 

A. I -- I do not know t h a t f o r a f a c t . This 
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was done by a g e o p h y s i c i s t . I u t i l i z e d whatever 

logs were a v a i l a b l e t h a t he co u l d use. 

Q. So you don't know whether you used them or 

not? 

A. I do n o t . I suspect he p r o b a b l y used 

open-hole logs t o come up w i t h the best number he 

co u l d come up w i t h . 

Q. Wouldn't t h e open-hole logs t y p i c a l l y g i v e 

you b e t t e r r e a d i n g s than cased-hole logs? 

A. Yes, they would. 

MR. GRABLE: I pass the w i t n e s s . 

LEGAL EXAMINER BROOKS: Okay. Passed t h e 

wi t n e s s as 2:50. 

TECHNICAL EXAMINER EZEANYIM: R e d i r e c t ? 

MS. MUNDS-DRY: I have j u s t one q u e s t i o n , 

p l e a s e . 

FURTHER EXAMINATION 

BY MS. MUNDS-DRY: 

Q. Mr. P r e n t i c e , i n the ranges you gave f o r 

the drainage areas f o r the Paddock and the B l i n e b r y , 

i s t h a t t y p i c a l t o see those k i n d of ranges when you 

have t h i s k i n d of r e s e r v o i r ? 

A. Very much so. 

Q. And again, your average f o r the Paddock 

and the B l i n e b r y were 9.2 and 4.9 acres? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4 t h S t r e e t , NW, S u i t e 105, Albuquerque, NM 87102 

( 505)843-9241 



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 

A. Paddock was 9.2. The B l i n e b r y , I b e l i e v e , 

was 4.9. That's what we're showing on the summary 

of the methodology. 

MS. MUNDS-DRY: Okay. Thank you. Nothing 

f u r t h e r . 

MR. GRABLE: I d i d r e c a l l one t h i n g I 

wanted t o ask him and I had f o r g o t t e n . I t ' s on a 

t o t a l l y d i f f e r e n t t o p i c , i f I may. I ' l l be 

e x c e e d i n g l y b r i e f . 

TECHNICAL EXAMINER EZEANYIM: Okay. Go 

ahead. 

FURTHER EXAMINATION 

BY MR. GRABLE: 

Q. Doesn't Concho have a p i l o t secondary 

p r o j e c t i n t h i s area r i g h t now? 

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

Q. I s i t f a r enough along i n i t s progress t o 

have reached a c o n c l u s i o n as t o whether or not you 

c o u l d f l o o d t h i s f i e l d ? 

A. No, s i r . 

Q. How l o n g have you been p u t t i n g water i n ? 

A. There, since 2007. 

Q. How many i n j e c t i o n w e l l s ? 

A. We have about e i g h t , I b e l i e v e . 

Q. What k i n d of pump pre s s u r e do you need t o 
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get water back i n t o t h i s r e s e r v o i r ? 

A. We're i n j e c t i n g — we're i n j e c t i n g a 

thousand b a r r e l s a day. Let me p r e f a c e t h i s . 

You seem t o have i m p l i e d t h a t t h i s p i l o t 

water f l o o d i s i n d i c a t i v e of t h e Yeso p o t e n t i a l and 

across the s h e l f . I t i s n o t . This i s a p i l o t f l o o d 

i n the Paddock o n l y . 

We have been i n j e c t i n g water f o r some 

t i m e . I don't r e c a l l e x a c t l y the wellhead pressure 

at t h i s p o i n t ; on the order of a thousand pounds or 

so . 

Q. And t h e j u r y i s s t i l l out on whether i t ' s 

going t o work or not? 

A. Yes, s i r . That's a b s o l u t e l y r i g h t . 

MR. GRABLE: A l l r i g h t . Thank you. 

LEGAL EXAMINER BROOKS: Okay. Each si d e 

used an a d d i t i o n a l one minute. 

TECHNICAL EXAMINER EZEANYIM: Okay. Any 

more q u e s t i o n s f o r t h i s w i t n e ss? 

Okay . 

MS. MUNDS-DRY: Oh, Mr. Ezeanyim, I would 

ask t o move — I b e l i e v e Mr. Grable s a i d he d i d n ' t 

have any o b j e c t i o n t o 30. 

MR. GRABLE: I withdrew my t h i n k i n g about 

making an o b j e c t i o n t o 30, so I have no o b j e c t i o n t o 
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30 . 

MS. MUNDS-DRY: We'd ask t h a t E x h i b i t 30 

be a d m i t t e d i n t o e v i d e n c e . 

TECHNICAL EXAMINER EZEANYIM: At t h i s 

p o i n t , E x h i b i t 30 w i l l be a d m i t t e d . 

MS. MUNDS-DRY: Thank y o u . 

TECHNICAL EXAMINER EZEANYIM: Mr. P r e n t i c e , 

how do you c a l c u l a t e y o u r w a t e r s a t u r a t i o n ? 

THE WITNESS: T h a t ' s based o f f o f 

r e s i s t i v i t y l o g s . And t h a t v a r i e s as you go down, 

you know, you go down t h e h o l e . 

Q. (By Mr. G r a b l e ) A r e you u s i n g t h e a c t u a l 

e q u a t i o n o r s o m e t h i n g ? 

THE WITNESS: Yes. Yes, we a r e . We're 

u s i n g t h e s t a n d a r d SW-type c a l c u l a t i o n s . 

TECHNICAL EXAMINER EZEANYIM: And t y p i c a l 

w a t e r s a t u r a t i o n i n t h i s a r e a i s what? Do you have 

any i d e a ? 

THE WITNESS: W e l l , i t v a r i e s such -- i t 

v a r i e s i n t h e -- l i k e I s a i d , i t v a r i e s f r o m t h e 

Paddock t o t h e B l i n e b r y . We're s e e i n g s a t u r a t i o n s 

o f c l o s e t o 25 t o 30 p e r c e n t i n t h e Paddock and 

c l o s e t o 40 p e r c e n t i n t h e -- i n t h e B l i n e b r y . 

TECHNICAL EXAMINER EZEANYIM: Yes. 

Mr. P r e n t i c e , you know t h a t what we're h e r e t o do i s 
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t o get the area -- t h i s area -- and the o i l 

s a t u r a t i o n , t h e PHI-H, i s very i m p o r t a n t . But I 

know the o t h e r t i m e I was t a l k i n g t o you about i t , 

and you s a i d you don't have numbers f o r t h a t , i t ' s 

a l l -- i t i s an average, r i g h t ? 

THE WITNESS: That's -- t h a t ' s — we have 

taken the s t a t i s t i c a l b a s i s . You know i n our view, 

PHI-H, i t ' s l i k e t h e example t h a t Mr. Reyes gave you 

t h i s morning. He showed you t h a t l o g w i t h t h a t low, 

low PHI-H number and s a i d i f you had a m i l l i o n 

d o l l a r s would you i n v e s t i n t h a t w e l l ? 

Any wise i n v e s t o r would say, "There's 

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

TECHNICAL EXAMINER EZEANYIM: Yeah. 

THE WITNESS: So what does t h a t t e l l you 

about the importance of PHI-H i n any p a r t i c u l a r 

spot? 

TECHNICAL.EXAMINER EZEANYIM: Nothing, 

except t h a t I want t o see how i t pans out i n the 

c a l c u l a t i o n o f t h e dr a i n a g e area. 

THE WITNESS: Yeah. W e l l , i f you 

c a l c u l a t e i t — t r y t o c a l c u l a t e t h a t drainage area 

o f f t h a t zero PHI-H, what would your drainage area 

be? Zero, r i g h t ? Because you have n o t h i n g t o 

d r a i n . 
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See my p o i n t ? 

TECHNICAL EXAMINER EZEANYIM: Yeah. But 

t h i s S sub zero PHI-H has a number t h a t you're u s i n g 

t o c a l c u l a t e your drainage area, r i g h t ? That's a 

number? 

THE WITNESS: Yes. Because -- because the 

on l y t h i n g we can f i g u r e d r a i n a g e area o f f of i s a 

s t a t i s t i c a l PHI-H number, or -- or -- yeah, the Yeso 

PHI-H number p l u s the b a r r e l s t h a t we produce from 

t h a t w e l l . That goes i n t o your r e c o v e r y f a c t o r , 

j u s t l i k e I s a i d r i g h t over t h e r e . 

TECHNICAL EXAMINER EZEANYIM: Yeah. What 

do you mean by " s t a t i s t i c a l " ? E m p i r i c a l ? What are 

you t a l k i n g about? 

THE WITNESS: W e l l , i f -- i f one -- i f one 

p o i n t i s zero PHI-H, t h e r e ' s n o t h i n g t o d r a i n , i s 

there? 

TECHNICAL EXAMINER EZEANYIM: No. 

THE WITNESS: No. So -- but you know 

you've cum'd, say, 100,000 b a r r e l s . But you 

don't -- you don't produce 100,000 b a r r e l s from no 

PHI-H. So you've got t o expand your — your 

s t a t i s t i c a l sampling t o i n c l u d e w e l l s t h a t have got 

p o r o s i t y i n them. You can't j u s t use one or two 

p o i n t s . The more p o i n t s t h a t you have t h e more 
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r e l i a b l e your drainage c a l c u l a t i o n s become, i n our 

view. 

Do you see my p o i n t ? 

TECHNICAL EXAMINER EZEANYIM: Yeah, I see 

your p o i n t . But you see my p o i n t ? I wanted t o see 

how you got your numbers. You know, I want t o be 

co m f o r t a b l e w i t h t h a t . 

THE WITNESS: The numbers come r i g h t o f f 

of l o g data. We put them t h r o u g h a g e o p h y s i c a l 

model t h a t t r i e s t o i n c o r p o r a t e core data, l o g data, 

e v e r y t h i n g e l s e we can p o s s i b l y f i g u r e o u t . And --

and t h a t ' s how we develop our PHI-H numbers. I t i s 

a -- i t i s developed o f f of a model. 

You i n d i c a t e d l a s t week t h a t you would 

l i k e very much t o s i t down w i t h a set of logs and 

f i g u r e out PHI-H and t r y t o match i t t o ours. 

I'm going t o submit t o you t h a t ours i s 

such a s t a t i s t i c a l b a s i s t h a t would be a very 

d i f f i c u l t t a s k f o r you or f o r anybody e l s e t o do. 

We run i t t h r o u g h a model and t h a t model, based on a 

l o t of c o r r e l a t i o n s , determines our PHI-H numbers. 

TECHNICAL EXAMINER EZEANYIM: Yes. Okay. 

We t a l k e d about i t l a s t week. 

I s t h e r e any way I c o u l d get a sample of 

t h a t PHI-H number, you know, t h e s t a t i s t i c a l , the 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4th S t r e e t , NW, S u i t e 105, Albuquerque, NM 87102 

(505)843-9241 



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 

average ? 

THE WITNESS: That's what -- I t h i n k 

t h a t ' s what you've a l r e a d y been -- you know, I t h i n k 

t h a t ' s what we a l r e a d y s u b m i t t e d . I know they asked 

f o r i t by leas e , and we g£ive i t t o them. 

TECHNICAL EXAMINER EZEANYIM: What you 

su b m i t t e d was t h e — you know, t h e average drainage 

ar ea . 

THE WITNESS: The average drainage areas, 

t h a t ' s c o r r e c t . 

TECHNICAL EXAMINER EZEANYIM: Yeah, but I 

don't see a PHI-H number — 

THE WITNESS: The average. I t h i n k 

t h e y -- I t h i n k they asked f o r a PHI-H number by 

lea s e , which we s u b m i t t e d t o them. 

TECHNICAL EXAMINER EZEANYIM: Do we have 

i t ? 

THE WITNESS: I do not have i t w i t h me, 

but I know t h a t --

MR. GRABLE: Mr. Ezeanyim, t h a t ' s what 

they -- they d i d . They d i d g i v e us t h a t under a 

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

TECHNICAL EXAMINER EZEANYIM: Okay. 

MR. GRABLE: So I haven't asked anybody 

about i t . 
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TECHNICAL EXAMINER EZEANYIM: Okay. Yeah. 

MR. GRABLE: So we do have some --

TECHNICAL EXAMINER EZEANYIM: Okay. I'm 

q u a l i f i e d on the c o n f i d e n t i a l i t y , t o o , so I may want 

t o have t h a t . 

MS. MUNDS-DRY: Yes. 

TECHNICAL EXAMINER EZEANYIM: That i s why 

I'm as k i n g these q u e s t i o n s . 

MS. MUNDS-DRY: I f we're going t o go 

t h e r e , we would ask, th e n , t h a t the f o l k s t h a t are 

not s u b j e c t t o t h a t c o n f i d e n t i a l i t y order --

TECHNICAL EXAMINER EZEANYIM: To get o u t . 

I know. I don't want t o go t h e r e e i t h e r . So 

I ' l l — 

MS. MUNDS-DRY: But i f you want t o do t h a t 

at a c e r t a i n p o i n t , we can do t h a t . 

TECHNICAL EXAMINER EZEANYIM: Yeah. 

MS. MUNDS-DRY: We j u s t need t o go i n t o 

c l o s e d s e s s i o n . 

TECHNICAL EXAMINER EZEANYIM: No, no. We 

don't have t o do t h a t , s i n c e I can get those 

number s. 

MS. MUNDS-DRY: Yes. 

TECHNICAL EXAMINER EZEANYIM: No, we don't 

have t o d r i v e anybody o u t . 
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MS. MUNDS-DRY: Okay. 

TECHNICAL EXAMINER EZEANYIM: On the — 

the water f l o o d p r o j e c t , you designed t h i s water 

f l o o d p a t t e r n . What p a t t e r n are you using? 

THE WITNESS: I'm s o r r y ? 

TECHNICAL EXAMINER EZEANYIM: What p a t t e r n 

are you using? 

THE WITNESS: What p a t t e r n ? 

TECHNICAL EXAMINER EZEANYIM: Yeah. 

THE WITNESS: We -- we began the water 

f l o o d p a t t e r n on a 5-spot. 

TECHNICAL EXAMINER EZEANYIM: A 5-spot? 

THE WITNESS: A — a 20-acre 5-spot. 

10-acre w e l l s u s u a l l y g i v e s you a 20-acre 5-spot. 

The very t y p i c a l -- ver y t y p i c a l b e g i n n i n g of a 

water f l o o d . We have s i n c e r e a l i g n e d i t t o a 

d i f f e r e n t p a t t e r n . 

TECHNICAL EXAMINER EZEANYIM: Okay. 

You — I -- d i d you — I know t h e r e must be an order 

t h a t -- you know, t h e r e must be an order t h a t 

a l l o w e d you t o conduct a p i l o t p r o j e c t . Do you know 

the order number? 

THE WITNESS: I do not r i g h t o f f the top 

of my head. No, s i r . I'm s o r r y . 

MS. MUNDS-DRY: We can look t h a t up on a 
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b r e a k . 

TECHNICAL EXAMINER EZEANYIM: Yeah, I need 

t o -- I want t o know t h e number t h a t a u t h o r i z e d t h i s 

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

THE WITNESS: Yes, s i r . I'm s o r r y I d i d 

n o t b r i n g t h a t w i t h me. 

TECHNICAL EXAMINER EZEANYIM: Okay. 

T h a t ' s a l l I have f o r y o u . You're e x c u s e d . 

THE WITNESS: Thank you, s i r . 

LEGAL EXAMINER BROOKS: 2:59. 

MS. MUNDS-DRY: That c o n c l u d e s o ur d i r e c t 

case, Mr. Ezeanyim. 

TECHNICAL EXAMINER EZEANYIM: Okay. Thank 

you v e r y much. 

Now, Apache, do you have some w i t n e s s e s ? 

MR. COONEY: Yes. Mr. H e a r i n g O f f i c e r , 

c o u l d we t a k e a l i t t l e b r e a k w h i l e we s e t up our 

computer f o r o u r e x h i b i t s ? 

TECHNICAL EXAMINER EZEANYIM: Okay. L e t ' s 

t a k e f i v e m i n u t e s . 

(A r e c e s s was t a k e n f r o m 3:02 p.m. t o 3:12 

p.m.) 

TECHNICAL EXAMINER EZEANYIM: L e t ' s go 

back on t h e r e c o r d . 

Okay. Now, Apache. 
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MR. COONEY: Apache C o r p o r a t i o n , 

Mr. Hearing Examiner, c a l l s as i t s f i r s t w i t n e s s 

Mr. Keevin, K-E-E-V-I-N, Barnes. 

KEEVIN BARNES, 

a f t e r h a v i n g been f i r s t d u l y sworn under oath, 

was q u e s t i o n e d and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. COONEY: 

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

A. Keevin Barnes. 

Q. Who do you work f o r , Mr. Barnes? 

A. Apache C o r p o r a t i o n . 

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

d i v i s i o n and the New Mexico O i l Conservation 

Commission? 

A. I have. 

Q. Was your t e s t i m o n y accepted as an ex p e r t 

i n r e s e r v o i r e n g i n e e r i n g ? 

A. I t was . 

Q. And does the r e c o r d r e f l e c t your 

c r e d e n t i a l s as accepted by the d i v i s i o n and the 

commission as a r e s e r v o i r engineer? 

A. I t does. 

MR. COONEY: We tende r Mr. Barnes as an 

ex p e r t i n r e s e r v o i r e n g i n e e r i n g . 
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TECHNICAL EXAMINER EZEANYIM: Mr. Barnes, 

do you happen t o be r e g i s t e r e d ? 

THE WITNESS: No, s i r . 

TECHNICAL EXAMINER EZEANYIM: Okay. He i s 

q u a l i f i e d t o t e s t i f y . 

MR. COONEY: Okay. Thank you very much. 

LEGAL EXAMINER BROOKS: Okay. I n t e r j e c t 

a t t h i s p o i n t . The examination began at 3:10. 

MR. COONEY: Thank you ve r y much, s i r . 

Q. (By Mr. Cooney) Are you f a m i l i a r w i t h t he 

amended a p p l i c a t i o n f i l e d by Concho i n t h i s case and 

the lands t h a t are the s u b j e c t of t h a t a p p l i c a t i o n ? 

A. I am. 

Q. Does Apache have any w e l l s i n the Yeso 

f i e l d s , i n the Loco H i l l s f i e l d s , and the Cedar Lake 

f i e l d s ? 

A. I t does. This map shows Apache-operated 

w e l l s here ( i n d i c a t i n g ) and here ( i n d i c a t i n g ) w i t h 

B u r n e t t - o p e r a t e d w e l l s here ( i n d i c a t i n g ) i n the 

middle. 

Q. Of t h e pools t h a t are i n v o l v e d i n Concho's 

a p p l i c a t i o n , are these the two pools i n which both 

Apache and B u r n e t t o p e r a t e w e l l s ? 

A . Yes, s i r . 

Q. Okay. Now on t h i s s l i d e — i t may be a 
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l i t t l e d i f f i c u l t t o see from here. I t might be 

e a s i e r i n the book. 

The Apache-operated w e l l s are the l i g h t 

b l u e w e l l s ? 

A. C o r r e c t . 

Q. And t h e B u r n e t t w e l l s appear b o t h as blac k 

and red on t h e p r i n t e d copy of the s l i d e ? 

A. C o r r e c t . That was an e f f e c t from the blue 

l a n d acreage, t o t u r n t he r e d dots b l a c k . 

Q. Would you t u r n t o E x h i b i t 4, please? 

A. (Witness complies.) 

Q. Would you e x p l a i n -- d i d you prepare 

E x h i b i t 4? 

A. I d i d . 

Q. Would you e x p l a i n what E x h i b i t 4 i s ? 

A. I'm goi n g t o go thro u g h about s i x 

p r o r a t i o n u n i t s , t h e f i r s t f o u r of which I have done 

d e c l i n e curve a n a l y s i s on t o e x p l a i n a l l o w a b l e and 

waste. The second two j u s t go toward the a l l o w a b l e . 

I have a t the t o p here the l o c a t i o n , 17/30 

and 10J, and over here a map t h a t shows the w e l l . 

What t h i s f i r s t column shows i s my d e c l i n e 

curve a n a l y s i s , t h e r e s e r v e s e s t i m a t e d on a 20-acre 

development. 

This second column here ( i n d i c a t i n g ) 
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i n d i c a t e s the r e s e r v e s e s t i m a t e d on 10-acre 

development w i t h the darker green amount i n d i c a t i n g 

the waste, having not developed on a 10-acre space. 

Q. Do I understand c o r r e c t l y , s i r , t h a t what 

you d e s i g n a t e here as waste on E x h i b i t 4 would be 

the amount of r e s e r v e t h a t would not be recovered i f 

the p r o r a t i o n u n i t were developed on 20-acre 

spacing? 

A. C o r r e c t . 

Q. And on the l e f t s i d e , t h a t ' s the EUR 

volumes. I s t h a t c o r r e c t ? 

A. C o r r e c t , and e q u i v a l e n c e . 

Q. Okay. Now, would — how much do you show 

of r e s e r v e t h a t would not be recovered i n t h i s 

p r o r a t i o n u n i t on t h e b a s i s of 20-acre spacing? 

A. I n t h i s p a r t i c u l a r p r o r a t i o n , you would 

need 273,000 b a r r e l s . 

Q. Would you t u r n t o E x h i b i t 5, please? 

A. (Witness complies.) 

Q. What does E x h i b i t 5 r e p r e s e n t ? 

A. This r e p r e s e n t s t h e monthly p r o d u c t i o n 

data f o r the f i r s t two w e l l s d r i l l e d w i t h i n the 

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

Q. Now, i s t h a t t h e same p r o r a t i o n u n i t which 

i s r e f e r r e d t o i n E x h i b i t 4? 
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A. Yes, s i r , i t i s . 

Q. And t h a t ' s t h e a c t u a l m o n t h l y p r o d u c t i o n 

d a t a ? 

A. That i s t h e m o n t h l y p r o d u c t i o n d a t a f r o m 

IHS . 

TECHNICAL EXAMINER EZEANYIM: On 20 a c r e s ? 

Q. (By Mr. Cooney) On 20 a c r e s ? 

A . On 2 0 a c r e s . 

Q. Would you t u r n t o E x h i b i t 6, p l e a s e ? 

A. ( W i t n e s s c o m p l i e s . ) 

Q. What does E x h i b i t 6 d e p i c t ? 

A. T h i s shows t h e a d d i t i o n a l two w e l l s , so 

10 - a c r e d e v e l o p m e n t . You bah see t h e w e l l c o u n t 

down h e r e a t t h e b o t t o m , t h e i n c r e a s e i n t h e 

p r o d u c t i o n . 

And what I d i d f o r t h e f i r s t two was 

f o r e c a s t t h i s d a t a r i g h t h e r e ( i n d i c a t i n g ) . And f o r 

t h e f i n a l -- or f o r t h e 1 0 - a c r e d e v e l o p m e n t , 

f o r e c a s t a l l f o u r w e l l s t o g e t h e r . And t h a t ' s where 

I came up w i t h t h e w a s t e . 

Q. A l l r i g h t . L e t ' s f o c u s f o r a moment on 

t h e p e r i o d o f t i m e j u s t a f t e r J a n u a r y o f 2010. That 

w o u l d be when t h e f o u r t h w e l l came on l i n e ? 

A. C o r r e c t . I n t h i s c ase, t h i r d and f o u r t h . 

Q. T h i r d and f o u r t h . 
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And i f we look a t the graph showing the 

gas p r o d u c t i o n , what i s the -- excuse me, the o i l 

p r o d u c t i o n — t h e green l i n e ? 

A. Uh-huh. 

Q. What i s the approximate amount of o i l 

p r o d u c t i o n as of the f o u r t h w e l l coming on l i n e ? 

A. For t h e whole p r o r a t i o n u n i t you're at 9-

t o 10,000 b a r r e l s a month, which i s about 

300 b a r r e l s a day. 

Q. Do you b e l i e v e t h a t t h i s data supports 

Concho's a p p l i c a t i o n t h a t the a l l o w a b l e be i n c r e a s e d 

f o r these pools? 

A. Yes, I do. 

Q. Now, would you go back f o r a moment? We 

can see now, l o o k i n g a t E x h i b i t 6, what the 

p r o j e c t e d p r o d u c t i o n i s th r o u g h January 11 on the 

10-acre spacing, f o u r w e l l s , i n the p r o r a t i o n u n i t . 

A. Uh-huh. 

Q. I f we go back t o E x h i b i t 5, can you look 

a t these two e x h i b i t s and t e l l t h e h e a r i n g examiner 

whether t h e d r i l l i n g of the t h i r d and the f o u r t h 

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

two w e l l s ? 

A. The d r i l l i n g of the t h i r d and the f o u r t h 

w e l l o c c u r r e d r i g h t a t t h i s p o i n t ( i n d i c a t i n g ) . And 
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I don't see any abnormal change i n d e c l i n e f o r the 

f i r s t two w e l l s , which would i n d i c a t e 

n o n i n t e r f e r e n c e . 

Q. So these two s l i d e s t o g e t h e r would 

i n d i c a t e t h a t t h e d r i l l i n g of the t h i r d and the 

f o u r t h w e l l s d i d not r e s u l t i n i n t e r f e r e n c e w i t h the 

e x i s t i n g two w e l l s t h a t had -- t h a t a l r e a d y e x i s t e d 

i n the 40-acre p r o r a t i o n u n i t ? 

A. C o r r e c t . 

Q. Does t h a t i n d i c a t e t o you a n y t h i n g , s i r , 

w i t h r e s p e c t t o whether d r i l l i n g on the 10-acre 

spacing and i n c r e a s i n g t h e a l l o w a b l e s , as sought by 

the a p p l i c a t i o n , would a f f e c t any c o r r e l a t i v e r i g h t s 

w i t h r e s p e c t t o o f f s e t l o c a t i o n s on the 10-acre 

b a s i s ? 

A. I f e e l i t would n o t . 

Q. I t would not? 

A. Huh-uh. 

Q. Thank you. 

Now, would you r e t u r n — or excuse me. 

Would you t u r n t o E x h i b i t 7? 

A. (Witness complies.) 

Q. I s E x h i b i t 7 a d e p i c t i o n of another 

p r o r a t i o n u n i t d e p i c t i n g b a s i c a l l y t he same k i n d of 

i n f o r m a t i o n t h a t was d e p i c t e d on E x h i b i t 4? 
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A. C o r r e c t . L o c a t i o n and p r o r a t i o n u n i t i s 

at the t o p . 

Q. And d i d you c a l c u l a t e what amount of 

u l t i m a t e r e c o v e r y would not be recovered i n t h i s 

p r o r a t i o n u n i t w i t h o u t t h e t h i r d and f o u r t h w e l l ? 

A. I n t h i s p a r t i c u l a r p r o r a t i o n u n i t , i t was 

a 409,000-barrel e q u i v a l e n t . 

Q. A l l r i g h t . And on E x h i b i t 8, you show the 

p r o d u c t i o n data based on the 20-acre spacing. I s 

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

A. C o r r e c t . 

Q. And what does E x h i b i t 9 show? 

A. E x h i b i t 9 shows, when you have the t h i r d 

w e l l come on and then t h e f o u r t h w e l l come on, you 

are seeing a d r a m a t i c i n c r e a s e i n p r o d u c t i o n , 

s u s t a i n e d p r o d u c t i o n . And you're a l s o , again, up 

here a t 9- t o 10,000 b a r r e l s a month --

9,000 b a r r e l s a month, which i s your 300 b a r r e l s a 

day — 

Q. A l l r i g h t . 

A. — f o r a l l o w a b l e . 

Q. What do E x h i b i t s 8 and 9 show w i t h r e s p e c t 

t o whether the d r i l l i n g of the t h i r d and the f o u r t h 

w e l l s on the 10-acre spacing i n t e r f e r e d w i t h the 

e x i s t i n g two w e l l s on t h e 20-acre spacing? 
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A. The t h i r d w e l l was d r i l l e d 9 --

January 9 -- or excuse me -- December '08. 

Let me rephrase t h a t a g a i n . 

October of '08. 

And the f o u r t h w e l l was d r i l l e d , i t looks 

l i k e , June of '09, which would have been i n the 

middle here. I don't see a n y t h i n g t h a t would 

i n d i c a t e i n t e r f e r e n c e t o me. 

Q. Would you t u r n t o E x h i b i t 10? 

A. (Witness complies.) 

Q. I s t h i s another 40-acre p r o r a t i o n u n i t ? 

A. C o r r e c t . 

Q. And what d i d you c a l c u l a t e i t as --

c a l c u l a t e , excuse me, as the amount of reserves 

which would not be r e c o v e r e d on the two w e l l s or a 

20-acre? 

A. The amount c a l c u l a t e d was 74,000 i n DOE. 

Q. And agai n , E x h i b i t 11 shows the monthly 

r a t e s on the 20-acre spacing? 

A. C o r r e c t . 

Q. And what does E x h i b i t 12 show? 

A. E x h i b i t 12 shows the i n c r e m e n t a l 

p r o d u c t i o n on the next t h r e e w e l l s . I n t h i s 

p r o r a t i o n u n i t we do not get t o the a l l o w a b l e . I 

would note t h a t t h i s i s Paddock o n l y . 
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Q. Now do these two e x h i b i t s , E x h i b i t s 11 and 

12, i n d i c a t e t h a t the d r i l l i n g of the t h i r d and the 

f o u r t h w e l l i n t e r f e r e d w i t h t h e e x i s t i n g w e l l s 

d r i l l e d on t h e 20-acre spacing? 

A. I b e l i e v e they do not i n t e r f e r e . 

Q. I n o t i c e t he - - i f you w i l l look at' 

E x h i b i t 11, t h e r e ' s a s l i g h t downward t r e n d of 

the -- a l l of the p r o d u c t i o n b e g i n n i n g , say, w i t h 

about the middle of 2008. I s t h a t c o r r e c t ? 

A. Are you l o o k i n g a t t h i s r i g h t here 

_ _ ( i n d i c a t i n g ) ? 

Q. Yes. 

A. Yes. I -- I am not p o s i t i v e what caused 

t h a t . I t c o u l d be mechanical. I t i s not a r e s u l t 

of t he o f f s e t d r i l l i n g . 

Q. But i f you lo o k a l l the way t o the r i g h t , 

now, y o u ' l l see t h a t these l i n e s are d r i f t i n g down. 

A. C o r r e c t . That t r e n d i s co n s t a n t --

Q. And would you — 

A. — a t the p o i n t t he o f f s e t w e l l s were 

d r i l l e d . 

Q. Would you c o n s i d e r t h a t t o be a normal 

d e c l i n e i n p r o d u c t i o n ? 

A. C o r r e c t . 

Q. I f t h e r e had been any i n t e r f e r e n c e by the 
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t h i r d and f o u r t h w e l l s w i t h t h e f i r s t two w e l l s , the 

20-acre w e l l s , would you have expected t o see a much 

g r e a t e r d e c l i n e i n p r o d u c t i o n of t h e 20-acre? 

A. I would have expected t o see a dramatic 

s h i f t and d e c l i n e . 

Q. Would you t u r n t o E x h i b i t 13, please? 

A. (Witness complies.) 

Q. What i s E x h i b i t 13? 

A. This i s another p r o r a t i o n u n i t where I 

have c a l c u l a t e d 22,000 b a r r e l s of waste. Thi s , 

a gain, i s Paddock o n l y . 

Q. A l l r i g h t . And s i m i l a r t o the p r i o r 

e x h i b i t s , E x h i b i t 14 shows the p r o d u c t i o n -- monthly 

r a t e p r o d u c t i o n on the 20-acre spacing? 

A. C o r r e c t . 

Q. And E x h i b i t 15 shows t h e p r o d u c t i o n on 

10-acre spacing? 

A. C o r r e c t . 

Q. Do these w e l l s -- excuse me -- E x h i b i t s 14 

and 15 i n d i c a t e t o you whether t h e r e was any 

i n t e r f e r e n c e from the d r i l l i n g of t h e t h i r d and the 

f o u r t h w e l l w i t h t he e x i s t i n g w e l l s d r i l l e d on the 

20-acre basis? 

A. There was a s l i g h t change i n the d e c l i n e , 

which c o u l d i n d i c a t e maybe a h i g h -- t h i s again i s 
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Paddock o n l y -- t h e r e c o u l d have been a h i g h perm 

s t r e a k w i t h i n t h e Paddock t h a t communicated. But 

again, i t s t e a d i e d out on a normal d e c l i n e here and 

a c t u a l l y broke over l a t e r i n t i m e . 

And a g a i n , I s t i l l c a l c u l a t e d waste from 

t h i s p r o r a t i o n u n i t . 

Q. I f t h e r e had been i n t e r f e r e n c e w i t h -- by 

the t h i r d and f o u r t h w e l l s w i t h t h e f i r s t two w e l l s 

t h a t were d r i l l e d on the 20-acre spacing, would you 

have expected t o see a much g r e a t e r d e c l i n e ? 

A_. An_d we see a _ b i t of d e c l i n e i n t h e r e , so 

t h e r e may have been a h i g h perm s t r e a k i n t e r f e r e n c e , 

but I -- I t h i n k t h a t would be i t . 

Q. Okay. And j u s t temporary? 

A. Very temporary. 

Q. Okay. Now, would you -- what c o n c l u s i o n s 

have you drawn from these E x h i b i t s 4 t h r o u g h 15 

concerning whether t h e d r i l l i n g of w e l l s on 10-acre 

spacing i n t e r f e r e s w i t h w e l l s d r i l l e d on 20-acre 

spacing i n t h i s -- i n the Yeso f o r m a t i o n , which i s 

the s u b j e c t of t h i s a p p l i c a t i o n ? 

A. I t h i n k by not d r i l l i n g on 10-acre spacing 

you're going t o c r e a t e waste. 

I t h i n k on a p r o r a t i o n u n i t , as we have 

seen i n j u s t about every example, you need 300 
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b a r r e l s a day of u n r e s t r i c t e d p r o d u c t i o n f o r 

a l l o w a b l e . 

Q. Do these e x h i b i t s i n d i c a t e t o you, as a 

p r o f e s s i o n a l r e s e r v o i r engineer, whether the 

d r i l l i n g on a 10-acre spacing i m p a i r s c o l l a t e r a l 

r i g h t s ' of owners of m i n e r a l i n t e r e s t i n o f f s e t t i n g 

10-acre l o c a t i o n s ? 

A. I don't b e l i e v e i t does. 

Q. Do these i n d i c a t e t o you t h a t t he d r i l l i n g 

on the 10-acre spacing w i t h the a l l o w a b l e i n c r e a s e d 

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

A. Would you repeat? I'm s o r r y . 

Q. Does the d r i l l i n g on t h e 10-acre spacing 

i n the -- and t h e i n c r e a s e i n a l l o w a b l e s a l l o w f o r 

e f f i c i e n t p r o d u c t i o n of the a v a i l a b l e reserves? 

A. Yes, i t does . 

Q. Do you b e l i e v e t h a t d r i l l i n g on the 

10-acre spacing p r e v e n t s waste? 

A. Yes, I do. 

Q. Now, would you t u r n t o E x h i b i t 16? 

A. (Witness complies.) 

Q. What does E x h i b i t 16 r e p r e s e n t , 

Mr. Barnes ? 

A. E x h i b i t 16 i s 17 South, 29 East, 

S e c t i o n 30H, a 40-acre p r o r a t i o n u n i t d r i l l e d down 
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on 10 acres. And again you can see the 3 0 0 - b a r r e l -

a-day reached by the p r o r a t i o n u n i t . 

I t a l s o shows a decrease i n the GOR at the 

tim e the new w e l l s were brought on. 

Q. What does t h a t i n d i c a t e t o you, the 

decrease i n the GOR when t h e new w e l l s are brought 

on? 

A. I t i n d i c a t e s a -- c o n t a c t i n g a new 

r e s e r v o i r . 

Q. A l l r i g h t . What does --

A. And i t i n d i c a t e s t h a t you're c o n t a c t i n g a 

new r e s e r v o i r . I t goes towards the h e t e r o g e n e i t y of 

i t . 

Q. Would t h a t be c o n s i s t e n t w i t h t he 

t e s t i m o n y t h a t ' s been o f f e r e d here by COG? 

A. Yes, i t would. 

Q. A l l r i g h t . Now, does t h i s data i n d i c a t e 

t o you whether t h e r e s e r v o i r energy i s b e i n g 

d e p l e t e d by the d r i l l i n g of w e l l s on the 10-acre 

spacing? 

A. No . 

Q. A f t e r t h e w e l l s are d r i l l e d and t h e new 

r e s e r v o i r encountered, the GOR i s back on tr e n d ? 

A. Yes. Here's the GOR t r e n d f o r the 2-acre 

w e l l s . F o l l o w i n g t h e a d d i t i o n of t h e 10-acre --
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excuse me, the 20-acre w e l l s . 

F o l l o w i n g t he a d d i t i o n of the 10-acre 

w e l l s , i t does i n c r e a s e , as you would expect from a 

d e p l e t i o n d r i v e r e s e r v o i r , but i t looks l i k e i t gets 

back on t r a c k . 

Q. So are you able t o reach any c o n c l u s i o n as 

t o whether the d r i l l i n g of the w e l l s on a 10-acre 

spacing and i n c r e a s i n g t h e a l l o w a b l e t o 300 b a r r e l s 

a day and removing t h e g a s / o i l r a t i o would harm t h i s 

r e s e r v o i r ? 

A. I see no harm of t h e r e s e r v o i r at a l l . 

Q. Would you t u r n t o E x h i b i t 17, please? 

A. (Witness complies.) 

Q. Would you e x p l a i n what E x h i b i t 17 d e p i c t s ? 

A. This i s t h e same, j u s t a d i f f e r e n t 

p r o r a t i o n u n i t . Again you can see, when you get 

down t o 10-acre spacing, t h e p r o r a t i o n u n i t gets up 

t o 300 b a r r e l s a day. 

Again you see a s l i g h t d i p i n the GOR w i t h 

the a d d i t i o n of the 10-acre w e l l s . You do see an 

in c r e a s e i n the GOR," as you would i n the d e p l e t i o n 

d r i v e r e s e r v o i r , but i t does look l i k e i t gets back 

on t r e n d . 

Q. Does t h i s i n d i c a t e t h a t d r i l l i n g on a 

10-acre spacing, e l i m i n a t i n g t he GOR and i n c r e a s i n g 
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the a l l o w a b l e t o 300 b a r r e l s a day, would r e s u l t i n 

any harm t o t h e r e s e r v o i r ? 

A. I f e e l i t . would not r e s u l t i n any harm. 

Q. What i s E x h i b i t 18, s i r ? 

A. E x h i b i t 18 i s Apache-operated NFE 

Number 10. I t ' s i n the Cedar Lake f i e l d . 

What we tended t o show here i s t h i s 

i n c r e a s e i n o i l p r o d u c t i o n was a c t u a l l y a speedup i n 

the pump. We saw about 100 b a r r e l s a day i n c r e a s e 

i n the o i l p r o d u c t i o n w i t h no e f f e c t on the GOR. 

Q. What does t h a t show you, as a r e s e r v o i r 

engineer, w i t h r e s p e c t t o whether e l i m i n a t i n g t he 

GOR and i n c r e a s i n g the a l l o w a b l e t o 300 b a r r e l s per 

day would have any e f f e c t of harming the r e s e r v o i r ? 

A. I t t e l l s me we're not harming the 

r e s e r v o i r . 

Q. A l l r i g h t . Now, Mr. Barnes, based on t h i s 

data and your c o n c l u s i o n s , do you b e l i e v e t h a t 

i n c r e a s i n g t h e a l l o w a b l e t o 300 b a r r e l s per day, 

removing the g a s / o i l r a t i o , and a l l o w i n g the 

c o n t i n u a t i o n of d r i l l i n g of w e l l s on 10-acre spacing 

i s i n the best i n t e r e s t of c o n s e r v i n g n a t u r a l 

resources and p r e v e n t i n g waste? 

A. I t i s . 

Q. Do you b e l i e v e t h a t d o i n g so would i n any 
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way i m p a i r c o r r e l a t i v e r i g h t s o r harm c o r r e l a t i v e 

r i g h t s ? 

A . I do n o t . 

MR. COONEY: Mr.. H e a r i n g Examiner, we 

wo u l d move t h e a d m i s s i o n i n t o e v i d e n c e o f E x h i b i t s 1 

and 4 t h r o u g h 18. 

TECHNICAL EXAMINER EZEANYIM: Any 

o b j e c t i o n ? 

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

TECHNICAL EXAMINER EZEANYIM: E x h i b i t s 1 

and 4 t h r o u g h 18 w i l l be a d m i t t e d . 

MR. COONEY: Pass t h e w i t n e s s . 

LEGAL EXAMINER BROOKS: Okay. Pass t h e 

w i t n e s s a t 3:30. 

EXAMINATION 

BY MR. GRABLE: 

Q. ' I t ' s Mr. Banes, i s i t ? 

A. B a r n e s . 

Q. B a r n e s . Pardon me, Mr. B a r n e s . 

J u s t l o o k i n g a t y o u r E x h i b i t 1, does 

Concho own a n o n o p e r a t i n g w o r k i n g i n t e r e s t i n t h e 

w e l l s o p e r a t e d by Apache? 

A. Yes, t h e y do. 

Q. Does Apache own n o n o p e r a t o r w o r k i n g 

i n t e r e s t s i n any w e l l s o p e r a t e d by COG? 
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A. That, I'm not aware o f . 

Q. When d i d Apache begin o p e r a t i n g i n t h i s 

f i e l d ? 

A. We took over o p e r a t i o n s October 14 of l a s t 

year . 

Q. And those w e l l s were p r e v i o u s l y operated 

by Marbob? 

A. C o r r e c t . 

Q. How many w e l l s does Apache now operate? 

A. I don't have the number o f f the top of my 

head. I t h i n k i t ' s around 280. 

Q. And how many of those has Apache d r i l l e d ? 

A. We have d r i l l e d 18 t h r o u g h 19. 

Q. Have you done cased-hole l o g s u i t e s on a l l 

of those t h a t you have d r i l l e d ? 

A. No. We have done open-hole l o g s u i t e s on 

every w e l l we've d r i l l e d . 

Q. Yeah. I meant open h o l e . Pardon me. 

You have done open-hole l o g s u i t e s on 

every w e l l ? 

A. We have . 

Q. Do you use a l o g a n a l y s i s t o a s s i s t you 

w i t h your c o m p l e t i o n p r o f i l e on each w e l l ? 

A. We do. 

Q. And t h e w e l l s you've taken over have been, 
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j u s t from l o o k i n g at those t h a t are on the Cedar 

Lake f i e l d , are developed on a 20-acre p a t t e r n ? 

A. C o r r e c t . 

Q. And some of the w e l l s over i n Loco H i l l s 

are on 10 acres and some are on 20? 

A. C o r r e c t . 

Q. Let me j u s t get a couple of p r e l i m i n a r i e s 

out of the way. 

A l l of the o i l s t a t i s t i c s you have 

pres e n t e d are based upon b a r r e l s of -- or MBOE. 

That's b a r r e l s o f o i l e q u i v a l e n t ? 

A. C o r r e c t . 

Q. And what r a t i o do you use t o con v e r t MCF 

of gas t o b a r r e l s of o i l ? 

A. S i x . Six t o one. 

Q. Which i s an energy conversion? 

A. C o r r e c t . 

Q. That's c e r t a i n l y nowhere near a d o l l a r 

c o n v e r s i o n these days? 

A. No . 

Q. What percentage of your MBOE, on average, 

i s gas ? 

A. I don't have t h a t f i g u r e o f f h a n d . I can 

c e r t a i n l y get i t t o you. I have t h e f o r e c a s t w i t h 

me . 
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Q. A l l r i g h t . Now a l l of your c o n c l u s i o n s on 

waste assume, do they not, t h a t whoever was 

o p e r a t i n g these 40-acre t r a c t s would never d r i l l 

w e l l s t h r e e and f o u r . I s n ' t t h a t t h e assumption 

embedded i n your p r e s e n t a t i o n ? 

A. W e l l , the assumption -- t h e f o r e c a s t s were 

done on t h e f i r s t two w e l l s p r i o r t o the o t h e r two 

w e l l s being d r i l l e d . 

Q. A l l r i g h t . But your simple bar graph, you 

j u s t c a r r y over your t w o - w e l l f o r e c a s t , and t h a t ' s 

the base of your f o u r - w e l l f o r e c a s t , and the r e s t of 

i t i s waste? 

A. W e l l , the t w o - w e l l f o r e c a s t assumes t h a t 

the r e m a i n i n g two w e l l s w i l l not be d r i l l e d i n the 

40-acre p r o r a t i o n u n i t . That's what you would have 

g o t t e n i f you would have developed on 20-acre 

spacing. 

Q. R i g h t . And when you've t e s t i f i e d t o 

waste, t h a t means the o i l w i l l e i t h e r be — w e l l , 

l e t me ask you. 

When I hear the word "waste," I t h i n k of 

p h y s i c a l waste i n a sense of p r o d u c i b l e o i l t h a t 

w i l l not be produced. 

A. I t ' s not p r o d u c i b l e o i l t h a t w i l l not 

produced. I t ' s o i l t h a t would not be produced had 
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the 10-acre w e l l s had not been d r i l l e d . 

Q. Let me ask i t t h i s . way. 

On your t w o - w e l l bar graph — 

A. Uh-huh. 

Q. -- the o i l i n your waste column, the dark 

green, would s t i l l remain i n the r e s e r v o i r a t the 

p o i n t these two w e l l s d e c l i n e . 

A. C o r r e c t . At the p o i n t of t h e i r economic 

l i m i t . 

Q. R i g h t . Whenever -- whatever t h e 

o p e r a t o r ' s economic l i m i t i s ? 

A. R i g h t . 

Q. But t h a t o i l i s not being somehow rendered 

u n p r o d u c i b l e . I mean the assumption embedded i n 

your e x h i b i t i s t h a t t h i s o p e r a t o r would never, 

under any ci r c u m s t a n c e s , d r i l l w e l l s t h r e e and f o u r . 

A. I'm not sure I agree. 

Q. W e l l , l e t me ask i t t h i s way, t h e n . 

I f t h i s o p e r a t o r -- w e l l , t he whole 

premise of t h i s i s i n i t i a l l y d r i l l w e l l s one and two 

and then sometime l a t e r , as shown on your p r o d u c t i o n 

graph, the o p e r a t o r d r i l l s w e l l s t h r e e and f o u r ? 

A. C o r r e c t . 

Q. A l l r i g h t . So t h i s o i l i s not somehow 

i r r e t r i e v a b l y l o s t i n t h e r e s e r v o i r l o c k e d up i n a 
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lockbox where you can't get i t o u t . I mean i t ' s 

s t i l l i n the r e s e r v o i r , r i g h t ? 

A. I t ' s s t i l l i n the r e s e r v o i r . I t ' s not 

going t o be rec o v e r e d by the c l a i m . 

Q. I n your o p i n i o n , i t ' s not going t o be 

recove r e d by the two w e l l s , but i t would s t i l l be 

r e c o v e r a b l e by w e l l s t h r e e and f o u r i f and when they 

are d r i l l e d ? 

A. C o r r e c t . 

Q. Now, are these supposed t o be s p e c i f i c 

governmental 40-acre blocks? Because these c o l o r e d 

shaded t h i n g s look more l i k e r e c t a n g l e s than 

squares. 

A. They're a c t u a l l e t t e r p r o r a t i o n u n i t s . I 

have -- and I have i t up at the t o p of each one, so 

they r e p r e s e n t a 40-acre. 

Q. W e l l , why i s i t r e c t a n g u l a r r a t h e r than 

square ? 

A. This i s a map out of IHS. And t h a t 

r e c t a n g l e i s what I used t o s e l e c t t he w e l l s , so I 

c o u l d grab the p r o d u c t i o n out of IHS. That's j u s t a 

byproduct of what i t l o o k s l i k e . I t ' s not i n any 

way t o r e p r e s e n t t he a c t u a l 40 acres. 

Q. Okay. W e l l , whose w e l l s are these? 

A. I don't have t h a t w i t h me r i g h t now. I 
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can c e r t a i n l y get you t h a t i n f o r m a t i o n , s i r . 

Q. You don't who the o p e r a t o r i s ? 

A. I'm assuming most of these are Concho. I 

t h i n k one of them was Cimarex. 

Q. Do you know f o r a f a c t t h a t a l l f o u r w e l l s 

are completed i n both B l i n e b r y and Paddock? 

A. I n t h e f i r s t two w e l l s -- or the f i r s t 

example, t h e f i r s t two w e l l s t h a t were completed i n 

'08 were a c t u a l l y completed i n Paddock and j u s t a 

l i t t l e b i t i n t o t h e top of B l i n e b r y . 

-The second two w e l l s were completed 

Paddock o n l y , so you're a c t u a l l y g e t t i n g more 

reserv e s from a l i t t l e b i t l e s s c o m p l e t i o n zone. 

I n the f i n a l two examples they are 

Paddock. 

Q. W e l l , I want t o j u s t s t i c k w i t h the f i r s t 

example. 

MR. CAMPBELL: Could we r e f e r e n c e an 

e x h i b i t ? 

MR. GRABLE: I t ' s E x h i b i t 4. I t h i n k I'm 

as k i n g about E x h i b i t 4. 

THE WITNESS: Yes. 

Q. (By Mr. Grable) Do you know how these 

w e l l s were completed, as f a r as any s t i m u l a t i o n ? 

A. I do n o t . 
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Q. Wouldn't t h a t be r e l e v a n t i n comparing 

them? 

A. I'm not a com p l e t i o n s engineer. 

Q. Okay. W e l l , why d i d you happen t o p i c k 

these f o u r examples you d i d out of a l l of the 

examples i n the f i e l d ? 

A. I was t r y i n g t o get as c l o s e t o apples t o 

apples as I c o u l d , measuring Paddock a g a i n s t 

Paddock. 

The t y p i c a l way a l o t of these 10-acre 

p r o r a t i o n u n i t s were developed were the e a r l y w e l l s 

were d r i l l e d Paddock and completed Paddock. The 

l a t e r w e l l s were d r i l l e d Paddock and B l i n e b r y . So I 

was t r y i n g t o get as c l o s e t o apples t o apples as I 

co u l d comparing them. 

Q. Without knowing how the — w e l l , l e t me 

back up a minute. 

You do agree t h a t t h i s i s a low perm --

low p e r m e a b i l i t y r e s e r v o i r t h a t r e q u i r e s -- or 

produces more p r o l i f i c a l l y w i t h l a r g e f r a c t u r e 

s t i m u l a t i o n s than i t does w i t h o u t ? 

A. Yes. 

Q. And so wouldn't i t -- i n order t o get an 

apples t o apples comparison, wouldn't you want t o 

compare w e l l s t h a t had been completed i n a s i m i l a r 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4th S t r e e t , NW, S u i t e 105, Albuquerque, NM 87102 

(505)843-9241 



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 

291 

f a s h i o n ? 

A. Again, I'm not a c o m p l e t i o n s engineer. I 

don't know i f an a c i d j o b i s g o i n g t o do j u s t as 

good as a f r a c j o b i n t h i s . 

Q. Some of these w e l l s may have j u s t had an 

a c i d j o b , may not have been f r a c k e d at a l l . Do you 

r e a l i z e t h a t ? 

A. I t ' s p o s s i b l e . 

Q. A l l r i g h t . I n the p r o d u c t i o n graph, two 

graphs on t h a t t w o - w e l l example, you've t e s t i f i e d 

t h a t you saw no e f f e c t . 

Could you f l i p t o E x h i b i t 5 please? 

A. (Witness complies.) 

Q. I f you look at t h e t h i r d and f o u r t h w e l l s 

t h a t were d r i l l e d i n January of '10 — i s t h a t 

c o r r e c t ? 

A. C o r r e c t . 

Q. You've got a drop i n r a t e t h e r e t h a t k i n d 

of corresponds w i t h the t ime those two w e l l s come 

on. Do you t h i n k t h a t ' s --

A. But your o i l r a t e comes r i g h t back up t o 

p r e - — p r e e x i s t i n g c o n d i t i o n s . 

Q. W e l l , I'm not g oing t o argue d e c l i n e s w i t h 

you. But i f you put a l i n e t h r o u g h t h e r e , wouldn't 

i t k i n d of be a l i n e p a r a l l e l t o , but lower than the 
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d e c l i n e curve t h r o u g h the p r e v i o u s r a t e ? 

A. I t ' s hard f o r me t o t e l l what you're 

p o i n t i n g a t up t h e r e . 

Q. I know, and t h a t ' s why I don't r e a l l y want 

t o spend a l o t o f time on i t . 

But your o p i n i o n i s t h i s shows no e f f e c t 

a t a l l ? 

A. C o r r e c t . 

Q. Let's go t o your next example, which i s 

your E x h i b i t 7. 

A. (Witness complies.) 

Q. Now, t h i s i s c a p t i o n e d "Blinebry/Paddock." 

I t ' s your t e s t i m o n y t h a t a l l f o u r w e l l s i n c l u d e d i n 

t h i s comparison were completed b o t h i n t h e B l i n e b r y 

and the Paddock? 

A. As a ma t t e r of f a c t , i t says 

Blinebry/Paddock i s -- one of the w e l l s i s 

Blinebry/Paddock. 

The f i r s t t h r e e w e l l s were B l i n e b r y o n l y . 

The f o u r t h w e l l , which i s i n the n o r t h e a s t quadrant, 

d r i l l e d i n 2009, completed a l i t t l e b i t up i n t o t he 

Paddock, may count f o r some of t h e waste, but 

c e r t a i n l y not t h a t amount of volume. 

Q. Again, do you know whose w e l l s these are? 

A. I t ' s most l i k e l y Concho's. 
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Q. Do you know how these w e l l s were 

completed? 

A. I do n o t . 

Q. A l l r i g h t . 

Turn t o E x h i b i t 10, ple a s e , s i r . 

A. (Witness complies.) 

Q. A l l r i g h t . Do you know whose w e l l s these 

are ? 

A. Again, most l i k e l y Concho's. 

Q. And you don't know how these w e l l s were 

completed e i t h e r ? 

A. No, s i r . 

Q. A l l r i g h t . And here you're showing 74,000 

MBOE of i n c r e m e n t a l p r o d u c t i o n . That would be 

37,000 b a r r e l s per w e l l ? 

A. C o r r e c t . 

Q. And some p o r t i o n -- 10 or 20 per c e n t of 

t h a t i s gas? 

A. I c o u l d n ' t t e l l you o f f t h e t o p of my 

head. I would have t o go back t o my f o r e c a s t . 

Q. Less tha n 35,000 b a r r e l s ? 

A. Less than 35,000 b a r r e l s . 

Q. Would Apache approve an AFE t o d r i l l a 

w e l l w i t h a g e o l o g i c a l p r o g n o s i s of 35,000 b a r r e l s 

f o r the l i f e of t h e w e l l ? 
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A. Under t h e c u r r e n t p r i c e s c e n a r i o s , y e s , we 

w o u l d . 

Q. You would? You'd d r i l l f o r 35,000? 

A. Y o u ' l l make numbers a t 35,000. 

Q. What's y o u r AFE, a b o u t a m i l l i o n - f i v e , 

- s i x , n o r m a l l y ? 

A. I'm n o t g o i n g t o d i s c u s s my AFEs. 

Q. More t h a n 1 b u t l e s s t h a n 2 m i l l i o n ? 

A. Less t h a n 2 m i l l i o n . 

Q. Okay. 

A. And a g a i n , t h i s i s Paddock o n l y . 

Q. A l l r i g h t . 

MR. GRABLE: Now, l e t ' s l o o k a t t h e s l i d e 

11 -- E x h i b i t 1 1 , p l e a s e , Mr. T a y l o r . 

Q. (By Mr. G r a b l e ) There i s a d r o p up h e r e 

i n t h e t w o - w e l l d e c l i n e r a t e a b o u t t h e t i m e t h a t t h e 

t h i r d and f o u r t h w e l l s come on, i s i t n o t ? 

A. W e l l , i f you l o o k a t when t h o s e t h i r d and 

f o u r t h w e l l s came on, t h a t d e c l i n e happened, oh, 

t h r e e or f o u r months b e f o r e . 

And t o me, w i t h a l l volumes — w i t h e v e r y 

s i n g l e volume, o i l , gas, and w a t e r g o i n g down i t , i t 

l o o k s m e c h a n i c a l t o me. I t ' s n o t a r e s u l t o f 

d r i l l i n g t h e o f f s e t w e l l s . 

Q. A l l r i g h t . Now y o u r l a s t e x h i b i t , 
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E x h i b i t 13, again, you do not know whose w e l l s these 

are? 

A. Again, my best guess i s Concho. Three of 

them -- t h r e e of my examples were Concho. I b e l i e v e 

one was Cimarex. I d i d not look at the o p e r a t o r s on 

those. 

Q. These a r e n ' t even i n the same 40 acres, 

are they? 

A. I t ' s a 40-acre p r o r a t i o n u n i t , i t ' s not 

n e c e s s a r i l y the same l e t t e r e d u n i t . I t s t i l l makes 

up a 40-acre p r o r a t i o n u n i t . 

Q. A l l r i g h t . I t ' s a s i n g l e - o p e r a t o r 

p r o r a t i o n u n i t , but w i t h 10 acres out of f o u r 

d i f f e r e n t 40-acre — 

A. C o r r e c t . Again, I was t r y i n g t o f i n d 

w e l l s t h a t were completed i n the same zones. So 

these are a l l f o u r Paddocks. 

Q. These were Paddock only? 

A. Yes. 

Q. And a g a i n , do you know how Cimarex 

completed these w e l l s ? 

A. I do n o t . 

Q. And t h e e a r l y w e l l s , they were completed 

back i n '98 and '99? 

A. C o r r e c t . 
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Q. Are you aware t h a t the c o m p l e t i o n 

techniques of t h i s r e s e r v o i r have changed 

d r a m a t i c a l l y from '98 t o . . . 

A. A b s o l u t e l y . 

Q. Are these w e l l s t r u e 10-acre spacing? 

A. Yes. 

Q. Each of these f o u r w e l l s i s i n a d i f f e r e n t 

governmental q u a r t e r , q u a r t e r s e c t i o n ? 

A. C o r r e c t . 

Q. But i s i t your t e s t i m o n y t h a t t h e y ' r e 

d r i l l e d on t r u e 10-acre spacing, so t h a t they would 

be out of 10-acre t r a c t s . So when you added them 

up, they would make a 40? 

A. Yeah. I mean you can p i c t u r e t h a t box as 

a 40. Those are 10-acre w e l l s . 

Q. A l l r i g h t . We have some doubt about i t i n 

t h i s c o r n e r, but we w i l l f i n d i t on a map. 

A. I can p r o v i d e you t h a t map, i f you would 

l i k e . 

Q. Good. That would be u s e f u l . 

W e l l , l e t ' s l o o k a t the d e c l i n e a n a l y s i s . 

L e t ' s look at your E x h i b i t 14, i f we can. 

Wells t h r e e and f o u r came on the middle of 

'01, e a r l y p a r t of '02? 

A. C o r r e c t . 
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Q. Which would be up i n about t h i s 

( i n d i c a t i n g ) area? 

A. C o r r e c t .. 

Q. I s i t your o p i n i o n t h a t a d e c l i n e t r e n d 

t h r o u g h t h a t d a t a s e t ending i n mid '01 would look 

l i k e a d e c l i n e t r e n d t h r o u g h the d a t a s e t from mid 

'01 t o t h e end? 

A. Say t h a t one more t i m e . 

Q. W e l l , i f you took a d e c l i n e t r e n d t h r o u g h 

your o i l curve here from January '09 t h r o u g h , l e t ' s 

say J u l y o f '0- -- about i n t h e r e ( i n d i c a t i n g ) --

A. Uh-huh. 

Q. -- where the t h i r d w e l l came on, t h a t 

looks p r e t t y f l a t t o me, maybe f l a t t o i n c r e a s i n g . 

A. Your d e c l i n e would not l o o k the same. But 

i n my -- I ' l l c a l l i t waste again -- waste 

c a l c u l a t i o n , I d i d use t h a t data t o f o r e c a s t the 

20-acre development and s t i l l came up w i t h 

225,000 b a r r e l s e q u i v a l e n t of r e s e r v e s l e f t behind. 

Q. Do you have t h e curves t h a t you d i d f o r 

t h a t ? 

A. I do. I have -- w i t h me, I j u s t have the 

summary of the 20-acre and summary of the 10-acre. 

I have f o r e c a s t e d i n d i v i d u a l w e l l s . I do not have 

t h a t w i t h me, but I can get i t t o you. 
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Q. And i f you j u s t look at t h a t o i l d e c l i n e , 

the green l i n e t o t h e r e ( i n d i c a t i n g ) , and then t h a t 

o i l l i n e ( i n d i c a t i n g ) , doesn't i t j u s t e y e b a l l t o 

you t h a t t h e r e i s a marked s h i f t i n d e c l i n e r a t e 

from r i g h t about t h e time the w e l l d r i l l -- w e l l was 

p r e v i o u s l y d r i l l e d ? 

A. I have a l r e a d y agreed t h a t t h e r e ' s a 

d e c l i n e . 

Q. A l l r i g h t . Let's look at E x h i b i t 16 i f we 

may, s i r . 

A. (Witness complies.) 

Q. The same g e n e r a l q u e s t i o n here. I mean i f 

you j u s t e y e b a l l a d e c l i n e t r e n d t h r o u g h t h e r e 

( i n d i c a t i n g ) versus a d e c l i n e t r e n d t h r o u g h t h e r e 

( i n d i c a t i n g ) , doesn't the i m p l i e d slope seem steeper 

here ( i n d i c a t i n g ) than i t does down here 

( i n d i c a t i n g ) ? 

A. W e l l , t h a t was not my i n t e n t i o n on t h i s 

s l i d e . But you can't j u s t use t h a t data t o d e c l i n e . 

I mean you've got data out here t h a t suggests you're 

going t o be as f l a t as t h a t . 

But my i n t e n t i o n of t h i s s l i d e was t o 

i n d i c a t e t he 300 b a r r e l s a day f o r a p r o r a t i o n u n i t . 

Q. We'l l t a l k about t h a t i n a minute. 

But i n your e n g i n e e r i n g o p i n i o n , are the 
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d e c l i n e r a t e s shown by the e a r l y t w o - w e l l p e r i o d of 

t h i s l i n e g r e a t e r than or e q u i v a l e n t t o or l e s s than 

what occurs a f t e r w e l l s t h r e e and f o u r are d r i l l e d ? 

A. We l l , I haven't done the a n a l y s i s on t h i s 

p a r t i c u l a r p r o r a t i o n u n i t . But l o o k i n g a t the data, 

i t l ooks f a i r l y s i m i l a r t o me. 

Q. A l l r i g h t . We w i l l t a l k about your 

300 b a r r e l s a day. I t touched a 300-barrel-a-day 

v a l u e f o r one month? 

A. C o r r e c t . 

Q. You're aware a r e n ' t you, s i r , t h a t 

Burnett/Hudson proposed -- and the o t h e r o p e r a t o r s 

who have made appearances -- have agreed t o a 

one-year bal a n c i n g ? 

A. C o r r e c t . 

Q. And have you c a l c u l a t e d , on an annual 

b a s i s , i f you would need 300 b a r r e l s a day t o 

produce t h a t c a p a c i t y ? 

A. Have I done t h a t c a l c u l a t i o n ? No, s i r . 

Q. But you can j u s t t e l l , l o o k i n g a t t h i s , 

you wouldn't. Because you o n l y h i t 300 one month, 

so you know the average has t o be l e s s than 300 i n 

any year? 

A. C o r r e c t . 

Q. I n f a c t , i t l o o k s l i k e i t ' s -- w e l l , l e t 
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me t a k e a l o o k a t t h a t . 

And t h e n on t h e GOR p a r t o f t h e g r a p h , 

d o e s n ' t i t appear t o you t h a t t h e r e ' s a d i s t i n c t 

i n c r e a s e i n GOR a f t e r -- t h e r a t e o f GOR i n c r e a s e --

A. There i s --

Q. -- a f t e r --

A. There i s an i n c r e a s e i n GOR, b u t i t 

c e r t a i n l y l o o k s l i k e i t g e t s back on t r e n d . 

Q. A t t h e v e r y end t h e r e ? 

A. Yes. 

Q. I f you were j u s t d r a w i n g a p r o j e c t e d GOR 

r a t e f r o m t h i s d a t a s e t v e r s u s t h a t d a t a s e t , t h e 

t w o - w e l l d a t a s e t , y o u ' r e s a y i n g t h e y w o u l d l o o k t h e 

same? 

A. But I have t h i s d a t a s e t t h a t t e l l s me t h e y 

do . 

Q. Even c o n s i d e r i n g t h a t d a t a s e t , w o u l d n ' t 

t h e r a t e o f i n c r e a s e be g r e a t e r ? 

A. I f you want t o chop o f f d a t a , yeah, i t 

w o u l d l o o k d i f f e r e n t . 

Q. I'm a s k i n g you t o c o n s i d e r a l l t h e d a t a . 

A. I am c o n s i d e r i n g a l l t h e d a t a . You see an 

i n c r e a s e i n GOR, l i k e you w o u l d see i n a d e p l e t i o n 

d r i v e r e s e r v o i r . And t h a t -- a t t h i s t i m e , i t l o o k s 

t o me l i k e i t ' s b r e a k i n g o v e r t o come i n t o l i n e w i t h 
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the 20-acre w e l l . 

Q. A l l r i g h t . Let's look a t your E x h i b i t 17 

i f we might, s i r . 

A. (Witness complies.) 

Q. Again on here, on the 300 b a r r e l s a day, 

t h i s u n i t appears t o have h i t or exceeded 300 

b a r r e l s a day f o r two months. 

A. C o r r e c t . 

Q. But again, i t would not -- w i t h an annual 

b a l a n c i n g , i t would not need a 300-barrel-a-day 

a l l o w a b l e t o produce a f u l l a l l o w a b l e t o f u l l 

c a p a c i t y . I s t h a t c o r r e c t ? 

A. C o r r e c t . 

Q. And again the same q u e s t i o n on GOR. I s i t 

your o p i n i o n t h a t t h i s post 10-acre d r i l l i n g GOR 

in c r e a s e i s e q u i v a l e n t t o the t w o - w e l l GOR? 

A. I t ' s not as pronounced as the p r e v i o u s 

example. I t ' s k i n d of hard t o t e l l what t h i s data 

i s going t o do. I mean i t ' s come down here a t the 

end, so i t k i n d of looks l i k e i t ' s a t r e n d , but i t ' s 

not as much data t o go o f f o f . 

Q. Okay. How about the r a t e of o i l d e c l i n e ? 

Doesn't t h i s f o u r - w e l l d e c l i n e look a l o t steeper 

than t h i s t w o - w e l l d e c l i n e ? 

A. W e l l , I'm p r o b a b l y g o i n g t o d e c l i n e t h i s 
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w i t h a h y p e r b o l i c , as t h i s data would have been. I t 

p r o b a b l y would have come i n t o l i n e w i t h t h i s l a t e r 

d ata, so your i n c r e m e n t a l r e s e r v e s would have been 

the area between those d e c l i n e s — w e l l , t h a t a c t u a l 

p r o d u c t i o n i n t h a t model d e c l i n e . 

Q. Two-well p r o d u c t i o n seemed t o have 

f l a t t e n e d out on h y p e r b o l i c about a year or year and 

a h a l f i n t o t h e i r p r o d u c t i v e l i f e ? 

A. Uh-huh. 

Q. Doesn't i t appear t h a t you have a f l a t 

h y p e r b o l i c d e c l i n e w i t h two w e l l s sooner than you 

d i d w i t h your f o u r w e l l s ? 

A. I don't know i f I agree w i t h t h a t . 

Q. Pardon me? 

A. W e l l , maybe i t ' s sooner, but you s t i l l get 

t o t h a t f l a t d e c l i n e . 

This data, w h i l e jumping around a l i t t l e 

b i t , i s — has a year's worth of b a s i c a l l y f l a t 

p r o d u c t i o n . 

Q. Okay. F i n a l l y , on your E x h i b i t 18, who 

operates t h i s w e l l ? 

A. Apache does. 

Q. And what, d i d you put a submersible pump 

i n i t or what d i d you do? 

A. No. We were a c t u a l l y r u n n i n g o f f a 
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g e n e r a t o r i n t h i s e a r l y t i m e d a t a . We f i n a l l y g o t 

i t hooked up t o a power company. We were a b l e t o 

speed up t h e pump and i n c r e a s e p r o d u c t i o n t h a t way. 

Q. Now, t h i s i s a s i n g l e w e l l ? 

A. C o r r e c t . 

Q. I s t h i s i n an a r e a d e v e l o p e d on 20s or 

10s? 

A. T h i s i s a c t u a l l y t h e f i r s t w e l l i n a 

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

Q. T h i s w e l l i s s t i l l on 40s? 

A. C o r r e c t . 

MR. GRABLE: I pass t h e w i t n e s s . 

LEGAL EXAMINER BROOKS: Okay. Pass t h e 

w i t n e s s a t 3:55. 

TECHNICAL EXAMINER EZEANYIM: R e d i r e c t ? 

MR. COONEY: J u s t a l i t t l e . 

TECHNICAL EXAMINER EZEANYIM: Ms. Munds-

Dry? 

MS. MUNDS-DRY: I have no q u e s t i o n s . 

FURTHER EXAMINATION 

BY MR. COONEY: 

Q. Mr. B a r n e s , l o o k i n g a t E x h i b i t 17 --

A. Yes. 

Q. -- t h e end o f t h a t r i g h t - h a n d s i d e o f t h e 

g r a p h i n t h e o i l p r o d u c t i o n , does t h a t show a marked 
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A. I t does. I t g o t ab o u t t h r e e months o f 

i n c r e a s e d p r o d u c t i o n , and t h a t ' s a t h o u s a n d b a r r e l s 

a month. 

Q. A l l r i g h t . I n t h i s a n a l y s i s , s i r , were 

you t r y i n g t o s t u d y o r d e p i c t o r r e n d e r o p i n i o n s t o 

t h e r e l a t i v e m e r i t s o f c o m p l e t i o n t e c h n i q u e s o r 

f r a c k i n g t e c h n i q u e s ? 

A . No, s i r . 

Q. You were j u s t t a k i n g p r o d u c t i o n d a t a and 

c a l c u l a t i n g d e c l i n e c u r v e s ? 

A. Yes. T h i s i s a d e c l i n e c u r v e a n a l y s i s . 

Q. A l l r i g h t . You were a l s o asked some 

q u e s t i o n s o f — by Mr. G r a b l e a b o u t y o u r h a v i n g 

assumed t h a t t h e t h i r d and f o u r t h w e l l s w o u l d n o t be 

d r i l l e d i n t h e 4 0 - a c r e p r o r a t i o n u n i t . 

A. C o r r e c t . 

Q. I n f a c t , i f t h e d i v i s i o n were t o r e d u c e 

t h e d e n s i t y t o two w e l l s p e r 4 0 - a c r e p r o r a t i o n u n i t , 

t h e t h i r d and f o u r t h w e l l s c o u l d n o t be d r i l l e d ? 

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

MR. COONEY: N o t h i n g f u r t h e r . 

TECHNICAL EXAMINER EZEANYIM: A n y t h i n g 

f u r t h e r , Mr. G r a b l e ? 

MR. GRABLE: No, s i r . 
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TECHNICAL EXAMINER EZEANYIM: Thank you. 

Do you have any que s t i o n s ? 

LEGAL EXAMINER BROOKS: No q u e s t i o n s . 

TECHNICAL EXAMINER EZEANYIM: Okay. Can 

you comment on your g a s / o i l r a t i o ? You are the one 

t h a t i s s u e d the f o r m a l -- t o get r u l e d t h a t we gi v e 

you u n l i m i t e d g a s / o i l r a t i o of t h i s ? 

THE WITNESS: Yes. 

TECHNICAL EXAMINER EZEANYIM: And i f so, 

how? 

THE WITNESS: I t h i n k we need t o 

s i g n i f i c a n t l y i n c r e a s e t h e g a s / o i l r a t i o or have an 

u n l i m i t e d GOR. Because w i t h t he l i m i t e d GOR, we're 

havi n g t o cut back our c u r r e n t — c u r t a i l 

p r o d u c t i o n , which i s n ' t an e f f i c i e n t way t o produce 

t h i s r e s e r v o i r . 

TECHNICAL EXAMINER EZEANYIM: Do you have 

a n y t h i n g t o demonstrate t h a t i n your s l i d e s ? 

THE WITNESS: I don't . 

TECHNICAL EXAMINER EZEANYIM: But you 

b e l i e v e t h a t t he g a s / o i l r a t i o s are l i m i t e d ? 

THE WITNESS: Yes, I do. 

TECHNICAL EXAMINER EZEANYIM: Do you have 

some number? What do you t h i n k ? 

THE WITNESS: I don't have a s p e c i f i c 
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number. 

TECHNICAL EXAMINER EZEANYIM: A l l r i g h t . 

N o t h ing f u r t h e r . 

At t h i s p o i n t , I t h i n k we're going t o --

you are excused, unless anybody has a n y t h i n g f o r 

him. 

You are done w i t h your w i t n e s s e s , r i g h t ? 

MR. COONEY: We are -- no, we have one 

more 

Okay 

TECHNICAL EXAMINER EZEANYIM: One more? 

I t h i n k we are go i n g t o have t o take a 

break 

MS. MUNDS-DRY: May we take a break a f t e r 

Apache f i n i s h e s i t s w i t n e s s , and then we can s t a r t 

w i t h Premier a f t e r t he break? 

TECHNICAL EXAMINER EZEANYIM: Okay. And 

i t w i l l be b r i e f ? 

MS. MUNDS-DRY: B r i e f , yes. 

MR. COONEY: Yes, we w i l l be b r i e f . 

TECHNICAL EXAMINER EZEANYIM: Okay. 

Apache, c a l l your next w i t n e s s . 

MR. COONEY: Mr. C l i n t M i l l s . 

TECHNICAL EXAMINER EZEANYIM: State your 

name . 
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THE WITNESS: C l i n t M i l l s . 

CLINT MILLS, 

a f t e r h a v i n g been f i r s t d u l y sworn under oath, 

was q u e s t i o n e d and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. COONEY: 

Q. Mr. M i l l s , who do you work f o r ? 

A . Ap ache C o r p o r a t i o n . 

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

O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes, I have. 

Q. What i s your j o b w i t h Apache? 

A. I am th e d i s t r i c t manager l o o k i n g over the 

New Mexico o p e r a t i o n s . 

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

case b e f o r e t h e d i v i s i o n on t h e -- at the h e a r i n g on 

A p r i l 14? 

A. Yes, s i r , I have. 

Q. Were your c r e d e n t i a l s as an exp e r t i n 

p r o d u c t i o n accepted a t t h a t A p r i l 14 hearing? 

A. Yes, s i r , they were. 

Q. And were they accepted i n your p r e v i o u s 

appearances b e f o r e the O i l C o n s e r v a t i o n D i v i s i o n and 

made a ma t t e r of record? 

A. Yes, s i r , they were. 
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MR. COONEY: We would t e n d e r t h i s witness 

as an ex p e r t i n p r o d u c t i o n e n g i n e e r i n g . 

TECHNICAL EXAMINER EZEANYIM: He i s so 

q u a l i f i e d . 

MR. GRABLE: Can you r e f r e s h my 

r e c o l l e c t i o n ? I remember h i s face from the l a s t 

h e a r i n g day, but he i s a pe t r o l e u m engineer? 

THE WITNESS: That's my degree, yes, s i r . 

MR. COONEY: He i s an engi n e e r . He i s the 

p r o d u c t i o n — t h e manager, the d i s t r i c t manager f o r 

the Eunice o f f i c e . 

MR. GRABLE: Okay. That's f i n e . 

Q. (By Mr. Cooney) Now, I'm o n l y going t o 

cover one t o p i c w i t h you, s i r . Mr. P r e n t i c e 

mentioned t h a t i f t h e a l l o w a b l e i n these pools was 

not i n c r e a s e d t h e r e would be o p e r a t i o n a l and cost 

issues i n c o n t i n u i n g t o r e s t r i c t p r o d u c t i o n t o 

remain w i t h i n t h e pr e s e n t a l l o w a b l e . 

A . Yes, s i r . 

Q. Could you — and I know t h e d i v i s i o n ' s 

p r i o r order s a i d t h a t d u r i n g t he pendency of t h i s 

p r oceeding t h e w e l l s were not t o be shut i n t o 

remain w i t h i n a l l o w a b l e , but t o be r e g u l a t e d or 

r e s t r i c t e d --

A. That's c o r r e c t . 
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Q. -- as necessary. What I would l i k e you t o 

address, s i r , from your e x p e r i e n c e , i s what 

o p e r a t i o n a l and cost issues would r e s u l t from having 

t o r e s t r i c t t he p r o d u c t i o n of these w e l l s i n these 

pools i n the f u t u r e t o remain w i t h i n the present 

a l l o w a b l e s . 

A. I f we r e s t r i c t t he p r o d u c t i o n under the 

c u r r e n t a l l o w a b l e , whether t h a t be w i t h s l o w i n g the 

pumps down choking t h e w e l l s , p u t t i n g them on 

t i m e r s , we are not removing the f l u i d from the w e l l 

bore t h a t the w e l l wants t o g i v e up. I n t u r n , we 

are c r e a t i n g a f l u i d l e v e l i n our w e l l s . 

With a s u s t a i n e d f l u i d l e v e l , i t ' s very 

d i f f i c u l t t o e f f e c t i v e l y t r e a t t h e w e l l s w i t h 

chemical, meaning t h a t you never get chemical on the 

bottom and e f f e c t i v e l y t r e a t where t h e r e s e r v o i r i s . 

As f a r as t h e chemical i s concerned, my 

pr i m a r y concerns are s c a l e , as w e l l as c o r r o s i o n . 

I t ' s v ery d i f f i c u l t t o t r e a t f o r s c a l e i f you're not 

pumping your w e l l s o f f . 

As f a r as the cos t b a s i s , i t ' s more 

e f f e c t i v e t o p r e v e n t s c a l e from f o r m i n g r a t h e r than 

h a v i n g t o remove i t l a t e r from the w e l l bore. Scale 

down the road, you may have t o p u l l your equipment. 

I t can mean stuck pumps. M e c h a n i c a l l y removing the 
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sc a l e would mean r u n n i n g the scraper, as w e l l as 

t r e a t i n g i t w i t h a c i d . 

I f t he s c a l e cannot be t r e a t e d t h a t way, 

we would have t o r e p e r f o r a t e the w e l l , which i s a l s o 

a d d i t i o n a l c o s t s . 

Another concern w i t h o p e r a t i n g under the 

c u r r e n t a l l o w a b l e i s , by d e f i n i t i o n , we're going t o 

take more years t o recover the amount of o i l from 

t h a t w e l l . And t h e more years we t a k e , t h a t ' s more 

years of f i x e d cost f o r me, as the o p e r a t o r ; more 

years t h a t I have t o ensure t h a t I have a competent 

pumper t o make sure t h a t t h a t w e l l i s being 

e f f i c i e n t l y produced, as w e l l as more years f o r the 

l i f e of the w e l l bore i t s e l f . Meaning, as we a l l 

know, as w e l l bores get o l d e r , we have more problems 

w i t h them. 

By t h a t I mean i n s t a b i l i t y problems. I t ' s 

not uncommon t o have c o l l a p s e d c a s i n g , where you 

have t o run swedges or m i l l s . With a c o l l a p s e d 

c a s i n g , you can have stuc k t u b i n g . I t ' s even 

p o s s i b l e t o l o s e your w e l l bore a l t o g e t h e r , as w e l l 

as get o l d e r . 

Q. I b e l i e v e Mr. P r e n t i c e a l s o t e s t i f i e d t h a t 

r e m a i n i n g w i t h i n t h e c u r r e n t a l l o w a b l e would 

l e n g t h e n the time b e f o r e the p o s s i b i l i t y of 
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secondary r e c o v e r y i n these areas. 

Do you agree w i t h t h a t ? 

A. Yes, s i r , I do agree w i t h t h a t . 

Q. Do you t h i n k t h a t ' s a good t h i n g , t o 

le n g t h e n t h e time b e f o r e you are able t o i n s t i t u t e 

secondary r e c o v e r y e f f o r t s ? 

A. No, s i r , I do n o t . I t ' s back t o t h e l i f e 

of the w e l l bore a g a i n . 

Q. Do you support Concho's a p p l i c a t i o n t h a t 

t h e a l l o w a b l e be i n c r e a s e d t o 300 b a r r e l s per day? 

A. Yes, I do. 

Q. Do you support the a p p l i c a t i o n t h a t t he 

g a s / o i l r a t i o be e l i m i n a t e d ? 

A. Yes, I do. 

Q. And do you support -- or do you oppose 

Burnett/Hudson's a p p l i c a t i o n t h a t the w e l l d e n s i t y 

be decreased t o two w e l l s f o r 40-acre spacing? 

A. Yes, I do oppose t h a t . 

MR. COONEY: I have n o t h i n g f u r t h e r . 

MS. MUNDS-DRY: No q u e s t i o n s . 

LEGAL EXAMINER BROOKS: End w i t h t he 

wi t n e s s a t 4:04. 

TECHNICAL EXAMINER EZEANYIM: Okay. 

Mr. Grable? 

MR. GRABLE: This might set a r e c o r d , 
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Mr. Ezeanyim. 

TECHNICAL EXAMINER EZEANYIM: I l i k e t h a t . 

EXAMINATION 

BY MR. GRABLE: 

Q. Have you done any c a l c u l a t i o n s on Apache's 

p r o p e r t i e s t o see i f t h e y c o u l d p r o d u c e , e s s e n t i a l l y 

w i t h o u t r e s t r i c t i o n s , a t a 1 8 7 - b a r r e l a l l o w a b l e , 

2,000 GOR and on e - y e a r a v e r a g i n g ? 

A. No, s i r , I have n o t . 

Q. And i f -- i f t h o s e -- i f i t showed t h a t 

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

r a t e s w o u l d you be s a t i s f i e d w i t h B u r n e t t ' s p r o p o s e d 

a l l o w a b l e r u l e s ? 

A. No, I w o u l d n o t . 

Q. Why i s t h a t ? 

A. We have — as you know, we have o n l y been 

o p e r a t i n g h e r e f o r s i x months. But we have seen 

t h a t a s i n g l e w e l l b o r e can p r o d u c e i n excess o f 

150 b a r r e l s p e r day. We have g o t a c o u p l e o f 

examples t h a t have a l r e a d y done t h a t i n our a r e a . 

And as f a r as what t h e d e c l i n e s a r e , how l o n g t h a t 

150 b a r r e l s w i l l l a s t , I c a n ' t speak t o t h a t . 

B ut I d o n ' t want t o be r e s t r i c t e d by 

187 b a r r e l s , i f t h a t ' s what y o u ' r e a s k i n g . 

Q. You u n d e r s t a n d we're p r o p o s i n g a one-year 
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av e r a g i n g t o average out those f i r s t few months t h a t 

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

A. Yes, s i r , I do understand t h a t . 

Q. From the evidence t h a t t he p r e v i o u s Apache 

wit n e s s p r e s e n t e d , i t appeared t h a t you d i d n ' t need 

anywhere near a 300-barrel-a-day a l l o w a b l e t o 

produce those u n i t s . 

A. Okay. I don't --

Q. But those weren't Apache u n i t s . 

A. Okay. Those weren't our u n i t s , so I can't 

speak t o those. 

Q. But you don't have any evidence t o present 

t h a t , w i t h Apache's c u r r e n t p r o d u c t i o n , you need an 

a l l o w a b l e of 300 b a r r e l s a day t o produce? 

A. No, s i r , I do n o t . 

MR. GRABLE: That's a l l I have. Thank 

you . 

LEGAL EXAMINER BROOKS: Passed the wit n e s s 

at 4:06. 3 hours and 56 minutes r e m a i n i n g . 

MR. COONEY: No r e d i r e c t , and we have no 

f u r t h e r w i t n e s s e s . 

TECHNICAL EXAMINER EZEANYIM: Okay. 

Mr. M i l l s , can you e x p l a i n t o me about 

these o p e r a t i o n a l and cost issues? You say you are 

l i m i t e d i n a l l o w a b l e s . 
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THE WITNESS: Can you be more s p e c i f i c , 

Mr. Examiner ? 

TECHNICAL EXAMINER EZEANYIM: Yeah. You 

s a i d i f you a r e n o t a l l o w e d t o p r o d u c e up t o 

300 b a r r e l s a day --

THE WITNESS: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: -- t h e r e 

w o u l d be o p e r a t i o n and c o s t i s s u e s . Can you e x p l a i n 

t h o s e a g a i n f o r me? 

THE WITNESS: The d e v e l o p m e n t o f s c a l e i s 

a c o n c e r n . I f a w e l l w ants t o p r o d u c e 150 b a r r e l s 

o f o i l and we a r e f o r c i n g i t t o p r o d u c e 80, s a y i n g 

t h a t t h e r e ' s o n l y one w e l l i n t h e a l l o w a b l e a r e a , 

we're g o i n g t o c r e a t e a f l u i d l e v e l and a l s o 

i n c r e a s e t h e l i f e o f t h e w e l l , meaning t h a t ' s y e a r s 

o f o p e r a t i o n a l expenses t h a t I have t o t a c k on t o 

t h a t w e l l , m a k i n g i t l e s s e c o n o m i c a l . 

I n a d d i t i o n , t h e f o r m a t i o n o f s c a l e i s o u r 

p r i m a r y c o n c e r n w i t h i n t h e w e l l b o r e . And when 

s c a l e f o r m s , t h e n t h a t a l s o adds c o s t s t o me t o 

e i t h e r t r y t o t r e a t t h e s c a l e f r o m t h e s u r f a c e o r t o 

a c t u a l l y p u l l my p r o d u c t i o n e q u i p m e n t and remove t h e 

s c a l e m a n u a l l y . 

TECHNICAL EXAMINER EZEANYIM: Can you g i v e 

me an a p p r o x i m a t e p e r c e n t a g e o f w e l l s t h a t can 
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produce up t o 300 b a r r e l s a day? 

THE WITNESS: Of Apache's w e l l s ? 

TECHNICAL EXAMINER EZEANYIM: Yeah, 

Apache's w e l l s . Or f o r t h a t m a t t e r , anywhere 

t h a t — you have been o p e r a t i n g f o r s i x months 

t h e r e . 

THE WITNESS: I don't t h i n k I can speak t o 

a percentage, s i r . 

TECHNICAL EXAMINER EZEANYIM: But t h e r e 

are some w e l l s t h a t produce more than 300 a day, 

r i g h t ? 

THE WITNESS: More than 300 b a r r e l s of 

o i l ? 

TECHNICAL EXAMINER EZEANYIM: Yeah. 

THE WITNESS: Not t o my knowledge. One of 

our -- one of Apa- — and I can't speak t o B u r n e t t ' s 

or even Concho's. But — 

TECHNICAL EXAMINER EZEANYIM: Let me put 

i t another way. I t h i n k I'm a s k i n g you the wrong 

q u e s t i o n . The u n i t s . 

THE WITNESS: Oh, yes. 

TECHNICAL EXAMINER EZEANYIM: What 

percentage of u n i t s produce more than 300 b a r r e l s a 

day? 

THE WITNESS: I don't know t h a t I can g i v e 
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you a p e r c e n t a g e , b u t we have s e v e r a l u n i t s . We --

we had 30 w e l l s s h u t i n , a l l i n d i f f e r e n t -- n o t 

n e c e s s a r i l y a l l i n d i f f e r e n t u n i t s , b u t sometimes 

two i n a u n i t , so I w o u l d guess 15. B u t , now, 

t h a t ' s a c o m p l e t e g u e s s . 

TECHNICAL EXAMINER EZEANYIM: W e l l , 

anyway, a l l t h o s e w e l l s must have been p u t back i n 

p r o d u c t i o n , because --

THE WITNESS: We a r e on p r o d u c t i o n . 

TECHNICAL EXAMINER EZEANYIM: Yeah. So 

you d o n ' t have any s h u t i n ? 

THE WITNESS: We d o n ' t have a s i n g l e w e l l 

s h u t i n . 

TECHNICAL EXAMINER EZEANYIM: Okay. Good. 

Okay. I have n o t h i n g f u r t h e r . Thank you. 

MR. GRABLE: N o t h i n g f u r t h e r . 

TECHNICAL EXAMINER EZEANYIM: Okay. So we 

w i l l t a k e a b r e a k now and s t a r t w i t h P r e m i e r . 

(A r e c e s s was t a k e n f r o m 4:10 p.m. t o 4:24 

p.m. . ) 

TECHNICAL EXAMINER EZEANYIM: L e t us go 

back i n t o t h e r e c o r d and c o n t i n u e w i t h P r e m i e r . I s 

t h a t where we s t o p p e d ? 

MS. MUNDS-DRY: Yes, s i r . 

TECHNICAL EXAMINER EZEANYIM: Okay. L e t ' s 
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c o n t i n u e w i t h Premier. 

MS. MUNDS-DRY: Mr. Rankin w i l l be t a k i n g 

the d i r e c t of Premier. 

MR. RANKIN: Thank you, Mr. Examiner. 

Should I proceed? 

TECHNICAL EXAMINER EZEANYIM: Yes, 

proceed. 

KENNETH C. JONES, 

a f t e r h a v i n g been f i r s t d u l y sworn under oath, 

was q u e s t i o n e d and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. RANKIN: 

Q. Mr. Jones, can you s t a t e your f u l l name 

f o r the r e c o r d , please? 

LEGAL EXAMINER BROOKS: Okay. S t a r t e d a t 

4:24. 

A. Kenneth C. Jones. 

Q. (By Mr. Rankin) Thank you. And where do 

you r e s i d e ? 

A. D a l l a s , Texas . 

Q. Mr. Jones, by whom are you employed? 

A. Premier O i l and Gas. 

Q. What's your p o s i t i o n w i t h Premier? 

A. I'm p r e s i d e n t , t he c u r r e n t p r e s i d e n t . 

Q. Okay. Thank you. How l o n g have you been 
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i n v o l v e d i n t h e o i l and gas i n d u s t r y ? 

A . 3 0 y e a r s . 

Q. And how l o n g have you been p r e s i d e n t o f 

P r e m i e r O i l and Gas? 

A. J u s t f o r a c o u p l e o f y e a r s , b u t I was v i c e 

p r e s i d e n t p r i o r . 

Q. Can you t e l l me a l i t t l e b i t a b o u t P r e m i e r 

O i l and Gas? I mean i t ' s g o t an I-N-C a t t h e end o f 

t h e name, b u t i t ' s n o t — 

A. I t i s i n c o r p o r a t e d , b u t i t i s a 

f a m i l y - o w n e d company t h a t -- I grew up i n A r t e s i a 

and a r o u n d t h e o i l p a t c h , and i t ' s j u s t a 

f a m i l y - o w n e d company. 

Q. How l o n g has t h e --

A. So a r e t h e w o r k i n g i n t e r e s t owners i n t h e 

l e a s e . 

Q. How l o n g has P r e m i e r been a p r o d u c e r and 

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

A. S i n c e t h e e a r l y '80s. 

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

O i l C o n s e r v a t i o n D i v i s i o n b e f o r e ? 

A. Yes, I have. 

Q. And can you p l e a s e i d e n t i f y f o r me and 

e x p l a i n what i s E x h i b i t Number 1? 

A. E x h i b i t Number 1 i s a map. 
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TECHNICAL EXAMINER EZEANYIM: B e f o r e you 

go t h e r e , i s t h i s w i t n e s s a f a c t w i t n e s s o r --

MR. RANKIN: He's a f a c t w i t n e s s . 

TECHNICAL EXAMINER EZEANYIM: A f a c t 

w i t n e s s , n o t an e x p e r t w i t n e s s ? 

MR. RANKIN: No, no. 

TECHNICAL EXAMINER EZEANYIM: Okay. I 

want t h e r e c o r d t o r e f l e c t t h a t . 

MR. RANKIN: Sure. 

TECHNICAL EXAMINER EZEANYIM: Go ahead. 

Q. (By Mr. R a n k i n ) Mr. Jones, can you p l e a s e 

d e s c r i b e and i d e n t i f y f o r t h e e x a m i n e r what E x h i b i t 

Number 1 i s ? 

A. E x h i b i t Number 1 i s an o u t l i n e o f our 

l e a s e , w h i c h i s d i r e c t l y i n between Concho and 

B u r n e t t . 

Q. And i t -- what f i e l d i s t h i s i n ? 

A. I t ' s t h e Yeso f i e l d . 

Q. Okay. I t ' s i n t h e Loco H i l l s . I s t h a t 

c o r r e c t ? 

A. Yes, i t i s . 

Q. Do you happen t o know t h e s e c t i o n and 

t o w n s h i p and ra n g e ? Do you happen t o know i t , by 

any chance? 

A. Yes. I t ' s p r i m a r i l y i n S e c t i o n 15 and 22 
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and 17 South, 30 East. And t h e r e ' s one 40-acre 

p r o r a t i o n i n -- a c t u a l l y , t h e r e are t h r e e i n Section 

23 . 

Q. Okay. Thank you-. Are you f a m i l i a r w i t h 

t h e a p p l i c a t i o n s f i l e d i n t h i s case from B u r n e t t and 

Hudson and from Concho? 

A. Yes, I am. 

Q. Do you sup p o r t t h e Concho a p p l i c a t i o n and 

the a l l o w a b l e s t h a t ' s requested? 

A. Yes, I do. I wish they were h i g h e r , 

though. 

Q. I s t h a t t h e same f o r t h e l i m i t e d GOR? 

A. Yes. I support an u n l i m i t e d GOR. 

Q. Can you please b r i e f l y s t a t e what i s s u e or 

concerns you have w i t h t he a p p l i c a t i o n ? 

A. I have an i s s u e w i t h t h e i r w e l l d e n s i t y , 

and I have an iss u e w i t h t h e i r GOR. 

Q. Okay. And w e ' l l get i n t o — 

A. And the a l l o w a b l e , which are i n t e r m i x e d . 

Q. Okay. I n your o p i n i o n , the a l l o w a b l e i s 

too low? 

A. I t ' s t o o low, c o r r e c t . 

Q. The same w i t h t h e GOR? 

A. Yes. 

Q. And the w e l l d e n s i t y i s not adequate t o 
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produce the r e s e r v e s . I s t h a t your o p i n i o n ? 

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

Q. Can you plea s e , j u s t b r i e f l y u s i n g t h i s --

r e f e r e n c i n g t h i s map on E x h i b i t Number 1, can you 

please g i v e a h i s t o r y of the Loco H i l l s area and 

Premier's involvement and how t h a t placement 

developed? 

A. We purchased t h i s lease i n 1989 from 

M e r i d i a n , a t t h a t t i m e . At t h a t time we owned the 

Grayburg San Andres r i g h t s . 

I n the e a r l y '90s, Mack and Nick Chase and 

Johnny Gray were d e v e l o p i n g the Yeso, and we watched 

t h a t f i e l d as i t expanded f o r w a r d . 

Around 1998, t h e y came t o us and wanted t o 

make a deal of commingiing r i g h t s . And we made t h a t 

d e a l . We remained o p e r a t o r a t t h a t t i m e . ARCO was 

al s o i n t h a t -- i n t h a t d e a l when they commingled- • 

the r i g h t s . 

I n l a t e 1998, we began d r i l l i n g w e l l s . 

And i n 1999, we began c o m p l e t i n g w e l l s o n l y i n the 

Paddock. At t h a t t i m e , b o t h of those companies 

b e l i e v e d -- I'm t a l k i n g about Chase O i l and 

Marbob -- t h a t the Paddock was the only p r o d u c t i v e 

i n t e r v a l . We began d o i n g t h a t on 20-acre spacing. 

We are under a l i t t l e b i t d i f f e r e n t of an 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4 t h S t r e e t , NW, S u i t e 105, Albuquerque, NM 87102 

(505)843-9241 



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 

economic s i t u a t i o n than what the two b i g g e r 

companies here are and what B u r n e t t i s . We d r i l l 

about f o u r or f i v e w e l l s a year on t h i s p r o p e r t y . 

I t took p r o b a b l y t o about 2005 b e f o r e we ended the 

Paddock p r o d u c t i o n . I b e l i e v e every w e l l was 

p r o d u c t i v e except f o r the most southern w e l l , which 

i s a c t u a l l y an i n j e c t i o n w e l l , t h a t we used t o 

dispose of water. I t i s p r o b a b l y a t l e a s t a hundred 

or 150 f e e t down d i p . So o b v i o u s l y , we k i n d of f e l l 

o f f the s h e l f a t t h a t p o i n t . And we f u r t h e r watched 

development take p l a c e . 

When Concho -- and I ' l l thank them f o r 

what they d i d . They purchased Mack Chase i n 2006. 

And i n 2007, along our immediate border t o the west, 

they began d r i l l i n g a combi n a t i o n of B l i n e b r y and 

Paddock w e l l s . 

We watched them go t o t h e west, we watched 

them go t o t h e n o r t h . They had a -- one 40 i n the 

middle of us, which would be i n S e c t i o n 15, and the 

u n i t on t h a t would be J. 

They had a 40 t o the east of us. We 

watched them do t h a t . We watched them go t o the 

south of us. They went t o t a l l y around us f o r about 

a year and a h a l f . And then a t t h a t p o i n t we 

decided t o beg i n d e v e l o p i n g our own B l i n e b r y and 
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Paddock r i g h t s . 

Q. Mr. Jones, can you e x p l a i n what E x h i b i t 

Number 2 i s , the c o n t e n t s , and i d e n t i f y t h a t 

e x h i b i t f o r t h e examiner, please? 

A. E x h i b i t 2? 

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

A. I n -- w e l l , l e t me c o n t i n u e the s t o r y a 

l i t t l e b i t more. 

We began -- we went i n and d r i l l e d about 

13 t o 14 Blinebry/Paddock w e l l s . And then l a s t 

J u l y the Marbob and BP announced t h e i r s a l e s . We 

had p r e f r i g h t s t o purchase those i n t e r e s t s on t h i s 

p r o p e r t y . 

So a t t h a t p o i n t we needed t o develop a 

re s e r v e r e p o r t f o r our e x i s t i n g p r o d u c t i o n and f o r 

our r e m a i n i n g PUDs. And W i l l i a m Cobb developed a --

i n D a l l a s — developed an e n g i n e e r i n g r e p o r t f o r us. 

Q. That's -- would be i d e n t i f i e d as E x h i b i t 

Number 2. I s t h a t c o r r e c t , Mr. Jones? 

A. I t i s . 

Q. So you have a l r e a d y e x p l a i n e d who c r e a t e d 

i t and why. 

Can you l e a d us t h r o u g h a l i t t l e b i t , 

please, Mr. Jones, t h e -- what the r e p o r t says 

and . . . 
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A. The r e p o r t goes i n , and i t l o o k s a t t h e 

c u r r e n t w e l l s , t h e f i r s t b l o c k o f w e l l s . On page 1, 

and t h e l a s t t h r e e w e l l s on page 2, a r e a l i s t o f 

a l l t h e a c t u a l p r o d u c i n g w e l l s a t t h i s t i m e . 

The second b l o c k i s t h e l i s t o f t h e PUD 

l o c a t i o n s t h a t we have on our -- on our l e a s e , and 

t h i s was done by a t h i r d - p a r t y e n g i n e e r f o r b a n k i n g 

p u r p o s e s . 

Q. T h e r e ' s a t o t a l o f 20 o f t h o s e . I s t h a t 

c o r r e c t ? 

A. There a r e 20 o f t h o s e , w i t h a --

MR. GRABLE: Mr. E x a m i n e r s , may I ask t h e 

w i t n e s s a c o u p l e o f q u e s t i o n s on — does New Mex i c o 

say v o i r d i r e ? 

LEGAL EXAMINER BROOKS: W e l l , I d o n ' t 

know. I a l w a y s say v o i r d i r e . 

Okay, you may go ahead. I t w i l l c o u n t 

a g a i n s t y o u r t i m e . 

MR. GRABLE: I u n d e r s t a n d t h a t . 

VOIR DIRE EXAMINATION 

BY MR. GRABLE: 

Q. Mr. Jones? 

A. Yes, s i r . 

Q. T h i s E x h i b i t 2 i s n o t a r e p o r t you 

p r e p a r e d , i s i t ? 
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A. I t i s n o t . I t was done by W i l l i a m Cobb 

and A s s o c i a t e s i n D a l l a s , Texas. 

Q. And you d i d not develop and decide the 

rele v a n c e and p r o p r i e t y of the v a r i o u s e n t r i e s and 

assumptions embedded i n the r e p o r t , d i d you? 

A. No. I mean we f u r n i s h e d t he i n f o r m a t i o n , 

such as the net revenue i n t e r e s t s . And you know, 

the v a r i o u s PDP numbers t h a t you're seeing t h e r e are 

numbers t h a t are — t h a t are developed by the 

engineer. 

Q. But t h e e n g i n e e r i n g work, t h e p r i c e deck, 

the d e c l i n e , a l l of t h e e n g i n e e r i n g and f i n a n c i a l 

assumptions embedded i n t h i s r e p o r t were someone 

e l s e ' s work? 

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

MR. GRABLE: I ' l l o b j e c t t o t h i s w i t n e s s 

t e s t i f y i n g t o t h e d e t a i l s of i t . I don't mind him 

say i n g g e n e r a l l y t h a t he got a r e p o r t and i t showed 

t h i s . But I mean t h i s i s pure hearsay, and I can't 

r e a l l y cross-examine t h i s w i t n e s s on whether or not 

the assumptions and c o n c l u s i o n s of t h i s r e p o r t are 

a p p r o p r i a t e and a c c u r a t e or n o t . 

MR. CAMPBELL: I f I might add t o t h a t , 

Mr. Examiner, Premier e n t e r e d an appearance and 

f i l e d a p r e h e a r i n g statement on the 9th of May, j u s t 
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l i k e any o t h e r p a r t y . But they d i d not d e l i v e r t o 

us t h e i r e x h i b i t s on May 11, which was the 

d i v i s i o n ' s o r d e r . 

We d i d n ' t get e x h i b i t s -- we d i d n ' t get 

E x h i b i t s 1 t h r o u g h 5 u n t i l l a s t n i g h t at 11:00. And 

they have t h i s morning, or j u s t now, handed us two 

a d d i t i o n a l e x h i b i t s . 

We suggest t h a t a t l e a s t E x h i b i t s 1 

thr o u g h 5 were u n t i m e l y , r e l a t i v e t o the p r i o r order 

of t he d i v i s i o n . 

TECHNICAL EXAMINER EZEANYIM: Well --

LEGAL EXAMINER BROOKS: Since he i s not an 

ex p e r t -- i f he were an e x p e r t , of course, he would 

be a l l o w e d t o t e s t i f y from another e x p e r t ' s r e p o r t , 

i f he had s a i d t h a t he reasonably based h i s 

c o n c l u s i o n s on t h a t . But sin c e -- and t h e p o i n t was 

made t o the f a c t t h a t he i s a f a c t w i t n e s s and not 

an e x p e r t . I t h i n k your o b j e c t i o n i s w e l l - t a k e n . 

MR. RANKIN: Mr. Brooks? 

LEGAL EXAMINER BROOKS: Mr. Rankin? 

MR. RANKIN: I j u s t want t o make a p o i n t 

t h a t t h i s i s a -- he's t h e p r e s i d e n t of the company. 

This i n f o r m a t i o n was used by him t o make a business 

d e c i s i o n . I t ' s used i n everyday business as a 

business d e c i s i o n . I t ' s a -- the f a c t t h a t he 
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d i d n ' t p r e p a r e t h e r e p o r t o r d i d n ' t p r o v i d e 

i n f o r m a t i o n t o l e a d t o t h e a s s u m p t i o n s d o e s n ' t 

change t h e f a c t t h a t i t was used, as any p r e s i d e n t 

o f any company w o u l d use i t , t o make an i n f o r m e d 

b u s i n e s s d e c i s i o n . T h a t ' s t h e p o i n t I want t o make. 

LEGAL EXAMINER BROOKS: W e l l , I g a t h e r 

Mr. G r a b l e ' s o b j e c t i o n i s n o t t o t h e f a c t t h a t he 

g o t a r e p o r t t h a t says s u c h - a n d - s u c h , b u t t o us 

c o n s i d e r i n g t h e r e p o r t f o r t h e t r u t h o f t h e m a t t e r 

s t a t e d t h e r e . 

MR. GRABLE: E x a c t l y . I d o n ' t even mind 

him s a y i n g — I t h i n k t h i s i s h i s p o i n t -- we t h i n k 

1 0 - a c r e d r i l l i n g i s economic. I d o n ' t mind h i m 

g i v i n g h i s p e r s o n a l v i e w o f t h a t . 

But t o p u t i n an e n g i n e e r i n g r e p o r t and 

a l l o f t h e i m p l i e d and embedded a s s u m p t i o n s and d a t a 

i n i t and j u s t dump i t i n t h e r e c o r d , I j u s t — I 

t h i n k i t ' s --

LEGAL EXAMINER BROOKS: W e l l , I'm g o i n g t o 

s u s t a i n t h e o b j e c t i o n t o t h e r e p o r t i n s o f a r as i t ' s 

o f f e r e d f o r t h e t r u t h o f t h e m a t t e r s t a t e d t h e r e i n . 

MR. GRABLE: Thank you, Mr. B r o o k s . 

THE WITNESS: Can I say, Mr. Examiner, 

t h a t t h e r e was an $86 m i l l i o n d e c i s i o n made based 

upon t h i s r e p o r t ? 
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TECHNICAL EXAMINER EZEANYIM: We 

understand t h a t . 

FURTHER EXAMINATION 

BY MR. RANKIN: 

Q. I don't remember where you were on t h i s --

at t h i s p o i n t . But we were t a l k i n g , I b e l i e v e , 

about the s e p a r a t i o n of t h i s r e p o r t , the PDP 

reserve s ? 

A. Yes. The r e p o r t was b u i l t t o g i v e us a 

number t o make an economic d e c i s i o n on t h i s -- on, 

o b v i o u s l y , a v e r y l a r g e purchase. And i t was used, 

once again, f o r banking purposes. I t was very 

i m p o r t a n t . 

We've always r e c o g n i z e d we have a number 

of reserves l e f t out t h e r e . We have had a l o t of 

success, even more success than what has been 

d e s c r i b e d here. 

Q. And can you please b r i e f l y d e s c r i b e t he 20 

PUD w e l l s i n more d e t a i l ? 

A. " The 20 PUD w e l l s was -- t h e r e p o r t was 

based upon 20-acre B l i n e b r y spacing and 10-acre 

Paddock spacing. And the reason i t was done t h a t 

way was we d i d n ' t have numbers t o — t o i n c r e a s e 

B l i n e b r y p r o d u c t i o n and adequa t e l y g i v e reserves t o 

those numbers a t t h i s p o i n t . I t ' s t o o e a r l y i n the 
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game f o r us t o understand where t h a t ' s a t . 

What we were d o i n g p r i o r t o t h i s w i t h — 

w i t h BP, who took over ARCO, and w i t h Marbob, was 

p l a c i n g the lease on 10-acre Paddock spacing and 

20-acre B l i n e b r y spacing. 

Q. So i f the B u r n e t t and Hudson a p p l i c a t i o n 

i s accepted, or reque s t e d f o r spacing, what happens 

w i t h these 20 w e l l s ? 

A. We're going t o lo s e these 20 — 20 w e l l s . 

Q. Mr. Jones, can you please b r i e f l y 

r e f e r e n c e E x h i b i t Number 1? And i f you would, can 

you d e s c r i b e the l o c a t i o n of some of those PUD 

w e l l s ? 

A. Could I ask a f a v o r and get E x h i b i t 

Number 1 so I can — 

Q. Oh, yes . 

A. This i s a l s o -- t h i s i s the -- t h i s comes 

from the r e p o r t . I t was done by the engineer. And 

what he d i d was, he took peak month p r o d u c t i o n , and 

he went i n and developed a curve l i n e and matched 

a l l our p r e v i o u s w e l l s . And he went i n , and he 

modeled what he f e l t was goi n g t o be the peak 

p r o d u c t i o n f o r the new w e l l s coming on. And then 

from t h a t , he developed an EUR f o r those e x i s t i n g 

PUDs. 
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Q. Can you e x p l a i n why Premier has been a 

l i t t l e slow t o produce these w e l l s ? You e x p l a i n e d 

e a r l i e r how you watched Concho d r i l l a l l the way 

around you. Did t h a t r a i s e --

A. I t ' s m a i n l y because of the 

co n s e r v a t i v e n e s s of the way we run the company. We 

have always operated out of cash f l o w . We don't go 

borrow money, u n t i l t h i s p r e v i o u s purchase. 

Q. Mr. Jones, can you please i d e n t i f y f o r me 

what has been marked as t h i s l a r g e E x h i b i t Number 3? 

A. Yes. 

Q. And d i s c u s s the c o n t e n t s , and e x p l a i n what 

i t i s . 

A. So the purchase was f i n a l l y completed i n 

February of t h i s year w i t h t he a d d i t i o n a l i n t e r e s t s . 

P r e vious t o t h a t , we were d r i l l i n g about 

one w e l l per month and d e v e l o p i n g the B l i n e b r y . So 

subsequent t o t h a t , we -- we shut o f f -- shut down 

d r i l l i n g o p e r a t i o n u n t i l a f t e r t h e p r e f r i g h t s were 

completed. 

And i n March we d r i l l e d two w e l l s , two of 

the new PUD w e l l s t h a t you see l i s t e d on here. We 

d r i l l e d t h e C-23 and we d r i l l e d t he A-38. 

And t h i s e x h i b i t , i s a d i r e c t 10-acre 

o f f s e t t o a Concho w e l l t h a t was d r i l l e d i n 2007. 
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And you can see from t h e r e p o r t , t he c o m p l e t i o n — 

you can see the s t y l e s of c o m p l e t i o n s . I don't want 

t o get i n t o t h a t . I w i l l l e t the engineer. 

But I want t o d i r e c t you up here t o the 

top c o r n e r . And t h i s i s what the EUR t a l k s about i n 

the r e p o r t f o r t h e C-23. I t t a l k s about 

111,000 b a r r e l s of o i l . I t t a l k s about a peak 

p r o d u c t i o n r a t e of 143 b a r r e l s . 

And what I want t o p o i n t out t o the 

examiner, Mr. Examiner, i s t h a t f o r the month of 

A p r i l , we averaged 196 b a r r e l s f o r t h a t w e l l . So we 

f a r exceeded what was p r o j e c t e d from t h a t , which i s 

going t o i n c r e a s e our EUR above what i s down t h e r e . 

But when you r e f l e c t upon what the common 

sense t e l l s you here, you've got a w e l l t h a t was 

d r i l l e d by Concho f o u r years p r i o r t o us. And y e t 

i t ' s exceeding what t h e t h i r d - p a r t y r e s e r v o i r 

engineer has s t a t e d t he w e l l w i l l do. 

And I would add t h a t i f I produce t h i s 

w e l l d i f f e r e n t l y — i t ' s on a beam pump now. I f I 

was t o run a REDA i n t h i s — I know where t h e f l u i d 

l e v e l i s . I t ' s l i k e a t about a thousand f e e t a t 

t h i s moment -- t h a t t h i s w e l l would g r e a t l y exceed 

what we're even t a l k i n g about i n p r o d u c t i o n , 

p r o b a b l y by two times the f a c t o r . 
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What t y p i c a l l y happens when we -- when we 

d r i l l these w e l l s , our f r a c system i s about 

18,000 b a r r e l s n e t . And we put them on beam pump, 

and i t takes a lo n g time t o remove t h a t f l u i d o f f of 

the w e l l . You're o n l y l o o k i n g a t moving about 400 

t o 450 b a r r e l s of f l u i d a day, so you can imagine 

the l e n g t h of time t h a t i t takes t o get t h a t o f f . 

When we o r i g i n a l l y d r i l l e d our Paddock 

w e l l s out t h e r e we went i n w i t h REDA pumps and 

b a s i c a l l y dewatered the r e s e r v o i r and put them on 

p r o d u c t i o n t h a t way. And t h a t ' s -- I'm t a l k i n g 

about the 1999 t o 2005 w e l l s . 

Now, I am t a l k i n g about the way the w e l l s 

work. And w i t h t he B l i n e b r y , we a c t u a l l y j u s t go i n 

w i t h the beam pump. I n t h i s case we co u l d have used 

the REDA and f a r exceeded where our a l l o w a b l e s are 

at t h i s p o i n t . We're exceeding a l l o w a b l e now on 

t h i s lease w i t h one l o c a t i o n s t i l l t o d r i l l . 

Q. Mr. Jones, as p r e s i d e n t of Premier, you 

make business d e c i s i o n s . Can you e x p l a i n what you 

conclude and how you use t h i s i n f o r m a t i o n , as an 

example, t o make your d e c i s i o n s and how Premier 

operates and attempts t o o p e r a t e , i t s concern f o r 

drainage and so f o r t h ? 

A. W e l l , our -- we don't -- we don't b e l i e v e 
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t h e r e has been any dr a i n a g e . We don't b e l i e v e 

t h e r e ' s an i s s u e w i t h d r a i n a g e . 

For i n s t a n c e , we j u s t had a meeting two 

weeks ago, and we b a s i c a l l y were l o o k i n g a t what --

what w e l l s are we going t o d r i l l f o r next year. 

I've a l r e a d y got f o u r APDs out r i g h t now t h a t are 

ready t o d r i l l , so we're p l a n n i n g f o r our f i v e or 

s i x next year. And I can, f o r i n s t a n c e , p o i n t t o 

what would be the northwest q u a r t e r of the -- of the 

southwest q u a r t e r i n Se c t i o n 15. Two of our best 

l o c a t i o n s , by t h e -- by the PUD r e p o r t , they are 

p r e d i c t e d t o be 155- t o 160,000-barrel l o c a t i o n s , 

and we're not even p l a n n i n g on d r i l l i n g those, even 

though at t h i s p o i n t Concho has o u t l i n e d c o m p l e t e l y 

around me on 10-acre spacing. We j u s t don't f e e l 

l i k e d rainage i s an is s u e at a l l . 

Q. I t h i n k — d i d you a l r e a d y mention what 

l a g time was between these w e l l s ? 

A. Between which two? 

Q. Between these w e l l s on t h i s c r o s s - s e c t i o n . 

A. Yes, I d i d . I mean the y -- they were 

developed f o u r years p r i o r t o — t o our d r i l l i n g 

t h i s w e l l . 

Q. Thank you. Mr. Jones, l e t ' s move on t o 

E x h i b i t Number 4. This i s on a d i f f e r e n t issue 
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here . 

Can you j u s t b r i e f l y s t a t e what t h i s 

spreadsheet r e p r e s e n t s ? 

A. This spreadsheet? 

Q. Yes, t h i s one . 

A. This may be a l i t t l e b i t awkward, because 

I was going t o — we were going t o be a r e b u t t a l t o 

B u r n e t t . But w e ' l l delve i n t o t h i s . 

One of B u r n e t t ' s e x h i b i t s t h a t i s coming 

up i s a n i n e - w e l l comparison between nine w e l l s t h a t 

B u r n e t t has and nine w e l l s t h a t Concho has t h a t are 

o f f s e t . There's a d e n s i t y i s s u e . The nine w e l l s 

t h a t Concho has are based on the 10-acre spacing. 

The nine w e l l s i t looks l i k e t h a t B u r n e t t i s d e a l i n g 

w i t h , i s on a much h i g h e r - s p a c i n g l e v e l . 

We j u s t so happened t o change our f r a c 

techniques a f t e r f i v e or s i x of t h e B l i n e b r y w e l l s , 

and we went t o t h e h i g h r a t e / h i g h volume sand f r a c s , 

s i m i l a r t o what Concho does. And we j u s t so happen 

t o have o n l y nine w e l l s t h a t have got t h a t s o r t of 

tr e a t m e n t w i t h s i x months of p r o d u c t i o n . 

And what you're going t o see i s , we are 

de v e l o p i n g on t h e same spacing as what Concho i s 

doing, but we're g e t t i n g g r e a t r e s u l t s behind what 

we're doi n g . 
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Q. Mr. Jones, can you i d e n t i f y -- I don't 

know i f i t would be h e l p f u l or not -- but i d e n t i f y 

E x h i b i t Number 5. 

A. Yeah. E x h i b i t Number 5 i s -- the w e l l s 

o u t l i n e d i n r e d are those nine w e l l s t h a t we have 

done the h i g h r a t e / h i g h volume sand f r a c s . 

So I t h i n k you can see t h e y ' r e not j u s t 

s p e c i f i c a l l y i n one area. There's l i k e t h r e e or 

f o u r t o the n o r t h . There i s a couple i n the cen t e r 

of 15 t o the west s i d e , and then we have some t o the 

south, a l s o . 

Q. Mr. Jones, on E x h i b i t Number 7, t h i s may 

he l p as w e l l . Can you e x p l a i n what t h i s 

e x h i b i t shows? 

A. E x h i b i t Number 7 i s what i s another h y b r i d 

of what we b e l i e v e B u r n e t t i s going t o be showing 

you. And i t shows the d i f f e r e n c e i n s l i c k w a t e r f r a c 

volumes. I t shows you t h a t sand volumes are r o u g h l y 

the same f o r a l l t h r e e companies, but t h e B u r n e t t 

s l i c k w a t e r s are about f o u r and a h a l f times g r e a t e r 

i n terms of a c t u a l volumes than what Concho and 

Premier are d o i n g a t t h i s t i m e . 

Q. Can you e x p l a i n a l i t t l e b i t about what 

t h a t comparison t e l l s you? 

A. W e l l , i t , A, r e l a t e s -- what we're l o o k i n g 
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a t , between Concho and Premier as being v e r y 

s i m i l a r , even though we don't -- c e r t a i n l y never 

shared i n f o r m a t i o n . But t h a t ' s how we view t h e 

r e s e r v o i r i n terms of development. 

Q. Mr. Jones, moving on t o E x h i b i t Number 6, 

can you e x p l a i n and i d e n t i f y t h i s e x h i b i t , p l ease, 

f o r the examiner? 

A. This i s -- t h i s i s , once ag a i n , another 

h y b r i d of one of B u r n e t t ' s e x h i b i t s t h a t you are 

about t o see. And i n t h i s , you should see a c t u a l 

o i l p r o d u c t i o n per month, and you're going t o see 

the GORs. 

And i f you look -- I'm s o r r y we don't have 

t h i s on computer f o r you, or I c o u l d o u t l i n e i t . 

But i f you look towards the bottom, you w i l l n o t i c e 

t h a t Premier and B u r n e t t have very s i m i l a r 

c h a r a c t e r i s t i c s on t h e i r GORs, and you w i l l n o t i c e 

t h a t Concho i s a l i t t l e b i t h i g h e r on t h e i r GORs. 

So our d e n s i t y i s the same, our f r a c s are 

the same as Concho's, but y e t our performance i s 

a c t u a l l y b e t t e r than what B u r n e t t ' s i s . 

Q. Thank you, Mr. Jones. 

J u s t t o r e i t e r a t e , would you mind 

c o n c l u d i n g what your -- what the e f f e c t would be on 

your p r o d u c t i o n and o p e r a t i o n i f we were t o accept 
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t h e a p p l i c a t i o n r e q u e s t o f B u r n e t t and Hudson? 

A. Sure. L e t me go i n r e a l q u i c k on t h e 

A-38, j u s t t o d e s c r i b e t o you, w h i c h i s t h e second 

new w e l l t h a t we've d r i l l e d . I t w o u l d be l o c a t e d 

r o u g h l y 2310 f r o m t h e e a s t l i n e and 990 f r o m t h e 

s o u t h l i n e , i n S e c t i o n 15. 

That w e l l was d r i l l e d on a 1 0 - a c r e Paddock 

s p a c i n g . The t h r e e P r e m i e r w e l l s have EURs o f 

r o u g h l y 150,000 b a r r e l s o u t o f t h e Paddock. 

Concho had a -- has a w e l l d i r e c t l y n o r t h 

o f us t h a t ' s a Paddock w e l l . I t has an EUR -- I'm 

n o t s u r e what i t i s , b u t i t has p r o d u c e d a b o u t 

80,000 b a r r e l s . I t ' s a c t u a l l y been r e f r a c k e d . I t 

was a Mack-produced w e l l . They went i n w i t h t h e h o t 

a c i d . Concho went i n and r e f r a c k e d t h e w e l l . We 

were a c t u a l l y u n o r t h o d o x t o t h e Concho s i t e . We 

d r i l l e d t h a t w e l l . Our c o m p l e t i o n t a k e s a b o u t two 

da y s . We do t h e two l o w e r f r a c zones p u t t i n g 

c o m p o s i t e p l u g s o v e r them as we go. 

The second day we do t h e l a s t two zones, 

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

t h e Paddock zone i s open. And when we -- we g o t 

t h e r e t h e n e x t m o r n i n g t o d r i l l t h a t w e l l , d r i l l t h e 

p l u g s o u t o f t h e w e l l and s t a r t c l e a n i n g i t o u t t o 

p u t i t on t h e beam pump, we had 550-pounds o f gas 
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and o i l p r e s s u r e on t h a t w e l l . And here i t i s i n 

the middle of 10-acre spacing around t e r r i f i c w e l l s 

t h a t have been t h e r e f o r e v e r . Those are reserves 

t h a t never would have been c a p t u r e d by those o t h e r 

w e l i s . 

Q. Thank you, Mr. Jones. 

A. So i n c o n c l u s i o n , where -- where you were 

l e a d i n g me, t h e — we need t o be — we need the 

commission t o a l l o w us t o be able t o d r i l l and 

complete our w e l l s as we have been doin g , and — and 

l e t us c a p t u r e those r e s e r v e s as they are. We p a i d 

huge, huge sums of money f o r those r i g h t s . 

Q. So, Mr. Jones, i n your o p i n i o n as an 

o p e r a t o r , what w e l l d e n s i t y i s necessary t o 

e f f i c i e n t l y develop r e s e r v e s , t o prevent waste, 

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 would be i n t h e 

i n t e r e s t of c o n s e r v a t i o n ? 

A. At l e a s t 10-acre s p a c i n g . 

Q. And i n your o p i n i o n , i n t h a t 10-acre 

spacing are you p r o d u c i n g i n c r e m e n t a l reserves or 

are you a c c e l e r a t i n g them, I mean i f i t were t o go 

t o t h i s — t h i s — 

A. I n the r e p o r t t h e r e were areas where t h e r e 

were boundaries t h a t were set up. But i n order t o 

develop t h e B l i n e b r y , and i n order t o add the 
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Paddock r e s e r v e s t o i t , t h a t makes t h e w e l l 

economical f o r us. To e l i m i n a t e one or the other i s 

not going t o make i t economical. I t ' s going t o 

hi n d e r — i t ' s going t o h i n d e r our d r i l l i n g 

a c t i v i t y , which i s slower than anybody el s e ' s i n 

t h i s room a t t h i s p o i n t . 

Q. Thank you, Mr. Jones. 

Do you have a n y t h i n g e l s e you want t o add? 

A. J u s t b r i e f l y . There was a d i s c u s s i o n by 

Apache's head t h a t — about s c a l e . I mean we've had 

t h i s i s s u e . We've had t o c l e a n o u t , and i t ' s not 

j u s t — we end up w i t h c a l c i u m s u l f a t e , which means 

we have t o run c o n v e r t e r s and o t h e r — ot h e r i s s u e s 

i n t o t h i s . So i f we leave h i g h f l u i d l e v e l s i n t h e 

w e l l s we are going t o have o p e r a t i o n a l i s s u e s . We 

w i l l c o n t i n u e t o have those. And i t i s -- i t i s a 

d e t r i m e n t , i t i s a hindrance t o -- t o the o v e r a l l 

p r o d u c t i o n of t h e i n t e r v a l . 

MR. RANKIN: Thank you, Mr. Jones. 

Pass the w i t n e s s . 

TECHNICAL EXAMINER EZEANYIM: A l l r i g h t . 

Before — 

MR. RANKIN: Mr. Examiner, I'm s o r r y . I ' d 

move t o admit E x h i b i t s 1 t h r o u g h 7, please. 

TECHNICAL EXAMINER EZEANYIM: Yeah, and 
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t h e r e ' s one t h a t was c o n t e s t e d . Which one was t h a t ? 

MR. GRABLE: E x h i b i t 2. 

TECHNICAL EXAMINER EZEANYIM: E x h i b i t 2? 

MR. GRABLE: E x h i b i t . 2 was the one t h a t I 

o b j e c t e d t o , and I b e l i e v e Mr. Brooks --

TECHNICAL EXAMINER EZEANYIM: R i g h t . 

LEGAL EXAMINER BROOKS: I t ' s not a d m i t t e d 

f o r the t r u t h o f the ma t t e r of t h e o p i n i o n s 

c o n t a i n e d t h e r e i n . 

MR. GRABLE: I would a l s o add t h a t same 

o b j e c t i o n t o t h e -- what I understand t o be PUD EUR 

values i n r e d on E x h i b i t 1, because I b e l i e v e they 

come d i r e c t l y from E x h i b i t 2 . 

THE WITNESS: Those are not EURs. They 

are -- those are t h e peak o i l per day f o r the f i r s t 

month. 

MR. GRABLE: Okay. I misunderstood your 

counsel's q u e s t i o n i n g , t h e n . 

TECHNICAL EXAMINER EZEANYIM: Okay. Your 

o n l y o b j e c t i o n i s Number 2, r i g h t ? 

MR. GRABLE: My on l y o b j e c t i o n i s 

Number 2. 

TECHNICAL EXAMINER EZEANYIM: At t h i s 

p o i n t , E x h i b i t s 1, 3, 4, thr o u g h 7 w i l l be a d m i t t e d . 

LEGAL EXAMINER BROOKS: Okay. The witness 
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was passed a t 4:54. 

TECHNICAL EXAMINER EZEANYIM: Mr. Grable? 

MR. GRABLE: Yes, Mr. Examiner. I was 

j u s t l o o k i n g a t my notes. I don't t h i n k w e ' l l be 

long w i t h t h i s w i t n e s s . 

EXAMINATION 

BY MR. GRABLE: 

Q. Mr. Jones, are you aware t h a t o p e r a t o r s 

can seek and o b t a i n t h e d e n s i t y e x c e p t i o n i n 

New Mexico? 

A. I am aware of t h e s t a t e r u l e of f o u r w e l l s 

per 40 . 

Q. R i g h t . But you have t e s t i f i e d t h a t i f the 

r u l e were changed t o a s p e c i a l r u l e of 20-acre 

d e n s i t y --

A. Yes, I am, t o answer your q u e s t i o n . 

Q. -- i t would deny you your r i g h t s t o d r i l l 

c e r t a i n w e l l s . 

Are you aware t h a t the s t a t e , the 

d i v i s i o n , can g r a n t e x c e p t i o n s t o g r a n t an 

unorthodox l o c a t i o n or e x c e p t i o n l o c a t i o n , or 

whatever you want t o c a l l i t , t o p r e v e n t waste, t o 

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

A. Yes, I am. 

Q. And i f you had s i t u a t i o n s l i k e you have 
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t e s t i f i e d t o , where you suspect r e s e r v e s t h a t are 

not being c a p t u r e d by e x i s t i n g w e l l s , you c o u l d 

apply f o r an e x c e p t i o n l o c a t i o n i f the r u l e s were 

20 acres? 

A. Yes, I'm aware of t h a t . 

Q. Okay. Now, are you — i s your t e s t i m o n y 

t h a t your f i r m d r i l l s a l l of i t s new w e l l s as both 

Paddock and B l i n e b r y commingled completions? 

A. Yes, t h a t ' s t r u e . 

Q. Are you aware, on t h e w e l l s i n your 

n i n e - w e l l comparison — 

A. Uh-huh. 

Q. -- whether a l l of those w e l l s were --

w e l l , l e t ' s j u s t t a l k about — where are t h e Premier 

w e l l s completed i n t h e --

A. A l l of them are Blinebry/Paddock-completed 

w e l l s . 

Q. And how many Premier w e l l s are i n here? 

A. I n the nine w e l l s ? J u s t n i n e . 

Q. Oh, okay. 

A. I'm s o r r y . I t ' s a nine versus nine versus 

n i n e . We j u s t happen t o have nine t h a t f i t the 

c r i t e r i a of what your e x h i b i t was going t o be. 

Q. I see. You added nine Premier w e l l s t o 

the nine B u r n e t t w e l l s and the nine Concho w e l l s on 
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the e x h i b i t t h a t i s --

A. Let -- yeah. Let me -- t h e r e are -- we 

have o t h e r Blinebry/Paddock w e l l s . But i n o r der t o 

get a comparison of the f r a c volumes and the f r a c 

r a t e s , we o n l y had nine t h a t f i t t h a t c r i t e r i a . 

Because the f i r s t e i g h t were done on -- w i t h hot 

a c i d . 

Q. The f i r s t e i g h t of your company's w e l l s ? 

A. Yes. So t h a t ' s not r e a l l y a t r u e , f a i r 

comparison. I mean, o b v i o u s l y , we've seen 

s u b s t a n t i a l i n c r e a s e s i n what we're doing w i t h the 

new f r a c t e c h n i q u e s . I'm hard t o move sometimes. 

Q. So do you know where t h e n i n e B u r n e t t 

w e l l s are completed, whether t h e y ' r e 

Paddock/Blinebry combinations? 

A. They are -- t h e ones t h a t I looked a t , 

t hey were B l i n e b r y , and t h e r e was some 

Blinebry/Paddock. 

Q. So some were not Blinebry/Paddock? 

A. I remember one t h a t wasn't a 

Blinebry/Paddock. 

Q. Now, I b e l i e v e you a l s o t e s t i f i e d on the 

l a r g e c r o s s - s e c t i o n comparative e x h i b i t t h a t your 

f r a c p r o f i l e s i n volumes of f l u i d and pounds of sand 

were comparable t o Concho. Did I hear you r i g h t ? 
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A. No. We d i d one more f r a c i n t h i s , 

o b v i o u s l y , from the -- from the --

Q. Yeah. I t appears t h a t you used 

s u b s t a n t i a l l y l a r g e r volumes of f l u i d and sand than 

Concho's does . 

A. R i g h t . But my p o i n t of t h i s was they 

d i d n 1 1 d r a i n us . 

Q. Okay. 

A. I mean the o v e r a l l p e r c e p t i o n . 

Q. I f you t e s t i f i e d t h a t your company's f r a c 

t e chniques are comparable t o Concho, would you 

misspeak or d i d I misunderstand you? 

A. No. This -- t h i s -- t h i s e x h i b i t --

you're c o n f u s i n g t h a t e x h i b i t w i t h what the 

nin e - b y - n i n e comparison i s . 

Q. Yes, s i r . 

A. So the purpose of t h i s was, we were 

l o o k i n g a t a w e l l t h a t was d r i l l e d f o u r years p r i o r 

us t o even d o i n g a n y t h i n g , and i t outperformed what 

the t h i r d - p a r t y r e s e r v o i r engineer had assigned t o 

t h a t . I t ' s going t o o u t p e r f o r m i t . 

Q. Okay. And I am a l i t t l e confused on t h a t , 

t o o . I f I lo o k -- t h e e x i s t i n g Concho w e l l would be 

i n the southwest of the southwest of the southwest 

of 14? 
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A. Yes. I t would be 330 o f f the l i n e s , both 

i n t h e south and from the west l i n e . 

Q. Of the f a r southwest corner of S e c t i o n 14? 

A. R i g h t . And- t h i s -- t h e r e i s a l i t t l e map 

drawn o f f t o the s i d e . 

Q. R i g h t . But i f you look on your E x h i b i t 1, 

t h e r e appears t o be no such w e l l on your E x h i b i t 1. 

A. That's -- t h a t ' s j u s t t h a t the engineer 

d i d n ' t p i c k i t up on h i s r e p o r t . I t e x i s t s . 

Q. So you're s a y i n g E x h i b i t 1 i s wrong. I t 

j u s t omits a w e l l ? 

A. I'm s a y i n g i t i s c o r r e c t as t o the Premier 

acreage. Outside of those boundary l i n e s t h e r e ' s 

more w e l l s now than what t h e r e were. And why he 

d i d n ' t p i c k i t up, I don't know. But t h a t comes 

from h i s r e p o r t s t r i c t l y . So... 

Q. Okay. Do you know how t h a t Concho w e l l 

over t h e r e on t h e f a r southwest corner of 14 was 

completed, i f f r a c t u r e s t i m u l a t i o n , i f any, was 

gi v e n ? 

A. Yeah. I t ' s o u t l i n e d , r i g h t . 

Q. Oh, t h a t ' s what you're showing on the r e ? 

A. Yes, s i r . 

Q. Okay. 

A. We have a p r o j e c t e d EUR on the d e c l i n e of 
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about 65,000 b a r r e l s . 

Q. A l l r i g h t . Do you t h i n k i f t h a t w e l l 

had -- t h a t Concho w e l l had been completed w i t h a 

f r a c j o b l i k e Premier or B u r n e t t uses t h a t you may 

have seen some drainage over on your lease? Do you 

have any view of t h a t ? Have you even — 

A. I t h i n k t h a t t h e zone t h a t they l e f t out 

looks a w f u l l y t i g h t on the l o g s , so they p r o b a b l y 

d i d n ' t want t o leave i t o u t . 

They are ver y a g g r e s s i v e . They go a f t e r 

e v e r y t h i n g they can. I mean, o b v i o u s l y , t he 

upper -- the upper Paddock got completed, we ended 

up p u t t i n g t h r e e f r a c s i n the B l i n e b r y . I f you w i l l 

n o t i c e , our f r a c — w e l l , no, t h a t ' s not t r u e , t o o . 

Our -- what would be t h e i r m i s s i n g zone, 

which we o v e r l a p w i t h on t h e i r second zone a l i t t l e 

b i t , we put a f a i r l y s u b s t a n t i a l f r a c i n i t . 

Would i t have made up t h e d i f f e r e n c e of 

50,000 b a r r e l s ? I doubt t h a t . 

Q. I'm a l i t t l e confused t o what the w e l l 

spots — were the w e l l spots on your E x h i b i t 1 

supposed t o be a c t u a l e x i s t i n g completed w e l l s ? 

A. The w e l l spots on E x h i b i t 1 are where the 

PUD l o c a t i o n s a r e . There's o f t e n t i m e s an e x i s t i n g 

Grayburg San Andres w e l l i n t h e area and we have t o 
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move the w e l l , l i k e , 50 f e e t one d i r e c t i o n or the 

ot h e r because of the e x i s t e n c e of t h a t p r e v i o u s 

w e l l . 

So the w e l l spots r e l a t e t o where the PUD 

l o c a t i o n s are. Does t h e w e l l a c t u a l l y -- was the 

C-23 a c t u a l l y d r i l l e d r i g h t t h e r e ? No, i t was moved 

over about, I b e l i e v e , 50 f e e t . 

Q. W e l l , what average d e n s i t y have you 

developed the Premier acreage t o t h i s day, as shown, 

i n the Yeso? 

A. Okay. Back i n the h i s t o r y of i t , i n 1999 

thr o u g h 2005, we developed Paddock o n l y , so we 

d r i l l e d o n l y 5,000-foot w e l l s on 20-acre spacing. 

Subsequently, s i n c e t h e n , e v e r y t h i n g t h a t 

we've d r i l l e d has been Paddock/Blinebry 

com b i n a t i o n s . 

Q. But I am a s k i n g you: To what d e n s i t y have 

you developed t h i s lease i n t h e Yeso w i t h o u t r e g a r d 

t o whether i t ' s B l i n e b r y , Paddock, or a combination? 

How many w e l l s have you got on how many acres? 

A. W e l l , we've got 20 more — 20 more 

l o c a t i o n s t o d r i l l l i k e we want t o . And I guess i f 

you wanted t o average, we would be ave r a g i n g about 

t h r e e w e l l s c u r r e n t l y per 40, because we have some 

40s t h a t have got f u l l development. We have oth e r 
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40s t h a t do n o t have f u l l d e v e l o p m e n t , t h a t have no 

dev e l o p m e n t on them. 

For i n s t a n c e , i n my t e s t i m o n y a m i n u t e ago 

I was d i s c u s s i n g t h e f a c t t h a t t h e one 40, w h i c h i s 

one o f t h e b e s t ones t h a t t h e r e s e r v o i r e n g i n e e r 

p i c k s o u t , we're n o t even p l a n n i n g on d r i l l i n g i t . 

But we have two PUD l o c a t i o n s on t h a t . 

MR. GRABLE: Okay. Pass t h e w i t n e s s . 

LEGAL EXAMINER BROOKS: Passed t h e w i t n e s s 

a t 5:05. 

TECHNICAL EXAMINER EZEANYIM: More 

q u e s t i o n s ? 

MR. RANKIN: J u s t one more. 

TECHNICAL EXAMINER EZEANYIM: Sure. 

FURTHER EXAMINATION 

BY MR. RANKIN: 

Q. Mr. Jones, a r e you aware t h a t under 

e x i s t i n g r u l e s an o p e r a t o r i s n o t r e q u i r e d t o d r i l l 

more -- t o d r i l l up t o f o u r w e l l s p e r 40? 

A. Yes, I am. 

MR. RANKIN: I g o t i t o u t f i n a l l y . 

Thank you. 

TECHNICAL EXAMINER EZEANYIM: What was 

y o u r q u e s t i o n ? 

MR. RANKIN: My q u e s t i o n was i f he was 
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aware t h a t an o p e r a t o r i s n o t r e q u i r e d t o d r i l l f o u r 

w e l l s p e r 40 . 

TECHNICAL EXAMINER EZEANYIM: Not 

r e q u i r e d ? 

MR. RANKIN: Not r e q u i r e d . 

THE WITNESS: Not r e q u i r e d . 

TECHNICAL EXAMINER EZEANYIM: But you can 

i f you want t o . 

MR. RANKIN: E x a c t l y . A b s o l u t e l y . 

TECHNICAL EXAMINER EZEANYIM: I d o n ' t have 

t o examine a f a c t w i t n e s s , because I d o n ' t know what 

q u e s t i o n s t o ask. But I have t o ask you --

THE WITNESS: I can answer a n y t h i n g . I 

have been o u t t h e r e f o r e v e r . So... 

TECHNICAL EXAMINER EZEANYIM: So I'm g o i n g 

t o ask you s o m e t h i n g . R i g h t b e f o r e , you s t a t e d t h a t 

you w i s h e d t h a t you c o u l d g e t — we a r e t a l k i n g 

a b o u t 300 b a r r e l s a day p e r u n i t . But you s a i d , "We 

w i s h we c o u l d g e t more." 

Why do you w i s h t h a t ? I f you w i s h t h a t , 

you have t h e r i g h t t o go i n t o ask f o r more. I mean 

t h e r e i s n o t h i n g t h a t says you c a n ' t come h e r e and 

ask f o r one t h o u s a n d o r one m i l l i o n , w h a t e v e r you 

want . 

THE WITNESS: To be h o n e s t w i t h you, 
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Mr. Examiner, I have not even s t u d i e d t h e numbers. 

I don't even know e x a c t l y where our o v e r p r o d u c t i o n 

i s a t t h i s p o i n t . 

For -- I mean common sense says t h a t t h i s 

i s -- I mean t h i s i s -- t h i s i s a massive r e s e r v o i r . 

I t ' s -- i t ' s -- on our lease, i t ' s 14-, 1,500 f e e t . 

And you know, nobody has ever brought a case up t o 

the OCD s a y i n g , "You guys are o v e r p r o d u c i n g . " I 

mean nobody has ever done i t a f t e r 12 years, and we 

have been out t h e r e f o r e v e r , so we have been doing 

i t . 

For i n s t a n c e , t h e r e i s a w e l l t h a t o f f s e t s 

us t o the west t h a t i s best -- t o t h e best of my 

knowledge, and I have s t u d i e d t h i s f a i r l y 

i n t e n s e l y -- the h i g h e s t p r o d u c i n g v e r t i c a l w e l l 

ever. I mean i t ' s d i r e c t l y o f f of our l e a s e . 

I n March -- Marbob .put t h a t w e l l on l a t e 

February of 2008. I t h i n k i t made -- i n t e n days i t 

made 2,500 b a r r e l s , but i n March i t made over 

15,000 b a r r e l s , and i t was s i t t i n g on my edge. They 

s t a r t e d t o shut the w e l l down i n A p r i l . I t o n l y 

made about 5,000 b a r r e l s i n A p r i l . 

They were scared -- they were a c t u a l l y 

w o r r i e d about t h e i r a l l o w a b l e s . They -- they d i d n ' t 

come t o me. I mean we were p a r t n e r s , o b v i o u s l y , o f f 
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t o t h e s i d e . B ut t h e y -- I mean i t was a v e r y l a r g e 

p r o d u c e r . They s h u t i t i n t h r o u g h t h e whole summer. 

I t had, l i k e , 600 pounds o f p r e s s u r e on i t . I mean 

i t was l i t e r a l l y -- i t w o u l d j u s t f l o w o i l s t r a i g h t 

up t h e c a s i n g . I t wasn't even pumping when i t was 

p r o d u c i n g . 

TECHNICAL EXAMINER EZEANYIM: Do you mind 

t e l l i n g me t h e o p e r a t o r ? 

THE WITNESS: I'm s o r r y ? 

TECHNICAL EXAMINER EZEANYIM: Who i s t h e 

o p e r a t o r ? 

THE WITNESS: I t was Marbob. 

TECHNICAL EXAMINER EZEANYIM: Oh, okay. 

THE WITNESS: Marbob was a t t h a t t i m e . 

I t ' s an Apache w e l l now. 

TECHNICAL EXAMINER EZEANYIM: Oh, okay. 

THE WITNESS: I mean i t -- b u t t h e c r a z y 

t h i n g i s , i s when t h e y -- so t h e r e was a q u e s t i o n a 

moment ago a b o u t , w e l l , i s anybody e v e r l i m i t e d ? 

W e l l , yeah, t h i s i s a c t u a l l y a case o f somebody 

l i m i t i n g — l i m i t i n g t h e i r p r o d u c t i o n . And t h a t 

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

d i d n ' t come back t h e way i t d i d b e f o r e . I t was 

p r o d u c i n g b e f o r e . I t ' s l i k e i t l o s t i t s momentum. 

TECHNICAL EXAMINER EZEANYIM: I t was s h u t ? 
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THE WITNESS: They shut i t , l i k e , f o u r or 

f i v e months. They would produce, l i k e , maybe a 

hundred b a r r e l s t h r o u g h May, June, J u l y , August, and 

I t h i n k they may have t u r n e d i t back on i n 

September. I t was i n the f a l l of t h a t year. 

But t o c o n t i n u e the s t o r y , we o f f s e t i t t o 

the southwest, which i s a l i t t l e b i t down d i p , i n 

December of t h a t year. And the second day t h a t we 

had the w e l l on beam pump our w e l l began f l o w i n g a t 

550 pounds of p r e s s u r e . I t was f l o w i n g 100 percent 

o i l up the c a s i n g , you know. 

I'm -- I knew about the -- I knew -- I 

was, l i k e , t h i s i s — t h i s i s cra z y . So we -- we 

a c t u a l l y put a choke. We put chokes on a l l our 

w e l l s , so t h e r e i s a l i m i t a t i o n on how we produce 

them i n i t i a l l y . But we a c t u a l l y put an a c t i v e and 

a d j u s t a b l e choke on i t , and we punched i t back t o 8 

or 9/64s, and we o n l y a l l o w e d i t t o produce at 130, 

150 b a r r e l s a day. 

What I p e r c e i v e d was, when we began t o 

open up t h e choke, we had l o s t our momentum, a l s o . 

Now, I'm not here t o — t o re c o g n i z e or be 

a r e s e r v o i r e n gineer. But t h i s i s -- t h i s i s --

these are cases t h a t d i s t u r b me, as an o p e r a t o r , of 

s l o w i n g i t down. 
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We have l i m i t a t i o n s i n our p r o d u c t i o n 

where we have — our f l o w l i n e s are — are r a t e d t o , 

l i k e , 300 pounds. So once I know these w e l l s begin 

k i c k i n g o f f , they w i l l s t a r t f l o w i n g up the casing 

at over 300 pounds of p r e s s u r e . 

We a c t u a l l y have a Mercoid s w i t c h t h a t 

k i c k s the j a c k o f f when t h a t happens, so t h a t the 

w e l l won't c o n t i n u e t o b u i l d t o o much pressure and 

blow our f l o w l i n e and we have a huge mess on BLM 

l a n d . And we have -- we have -- we have l i m i t a t i o n s 

b u i l t i n t h e r e on t h i s lease when we do i t . 

I n v i e w i n g a l l t he leases out t h e r e , you 

know, I'm not b r a g g i n g , but we — we f o r t u n a t e l y , 

somehow, bought i n t o t he best -- p r o b a b l y the best 

set of leases i n the whole f i e l d . I t ' s e i t h e r the 

f i r s t or the second, depending on whether you want 

t o argue Mar- -- what used t o be Marbob's Barnsdale 

leases back over i n 17/29.. I t ' s a g r e a t l e a s e . So 

t h e r e i s l i m i t a t i o n s t h e r e on how we do i t . 

The e f f i c i e n c y of how we f r a c and we 

complete our w e l l s i s i m p o r t a n t t o us, because j u s t 

even g e t t i n g -- as a sm a l l o p e r a t o r , j u s t even 

g e t t i n g f r a c t a n k s , g e t t i n g set up w i t h H a l l i b u r t o n , 

because you are g e t t i n g run over by the bi g g e r 

companies. They're going t o s e r v i c e t he b i g 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 4th S t r e e t , NW, S u i t e 105, Albuquerque, NM 87102 

( 505 ) 843-9241 



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 

companies f i r s t . 

To even get the amount of equipment t h a t 

we need out t h e r e j u s t t o do our work, we have t o 

get i t done i n a couple of days. We can't go i n and 

do f r a c one and f r a c two and then t u r n t he w e l l on 

and then come back and do f r a c t h r e e and f r a c f o u r . 

I mean t h e r e ' s j u s t not -- we get run over a t t h a t 

p o i n t . 

Plus t he co s t s of t h a t are -- are 

enormous. You know, we are t a l k i n g about 

40-something f r a c tanks when we do these. 

TECHNICAL EXAMINER EZEANYIM: At the time 

t h a t w e l l was p r o d u c i n g , d i d you -- were you 

concerned, t h e n , t h a t they may d r a i n you, because 

you're on o f f s e t ? Were you concerned about t h a t 

w e l l producing? 

THE WITNESS: No, s i r . 

TECHNICAL EXAMINER EZEANYIM: You weren't? 

THE WITNESS: No, s i r . 

TECHNICAL EXAMINER EZEANYIM: Why not? 

Because i f I l i s t e n t o you, I ' d be p r o d u c i n g -- do 

you have any way t o — 

THE WITNESS: I don't know. C a l l i t a 

magic b a r r i e r t h e r e . I t ' s -- we haven't seen any --

any drainage from anybody. We're s t i l l not scared 
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of -- of — when you loo k at the map and you've got 

10-acre Concho spacing a l l t h e way around our n o r t h 

l e a s e , and we have g r e a t — some of our best 

l o c a t i o n s are t h r o u g h t h e south h a l f of Se c t i o n 15. 

TECHNICAL EXAMINER EZEANYIM: Okay. 

That's good. 

W e l l , anyway, t h e r e i s some t e s t i m o n y you 

s a i d , t h a t i f Burnett/Hudson's a p p l i c a t i o n were t o 

be g r a n t e d , you're g o i n g t o los e 20 w e l l s . Can you 

e x p l a i n t h a t t o me? 

You s a i d i t . I wrote i t down, because I 

d i d n ' t want t o i n t e r r u p t . What do you mean t h a t you 

are going t o l o s e 20 w e l l s ? 

THE WITNESS: W e l l , we have — we have 20 

more l o c a t i o n s t o d r i l l on what our reserve 

r e p o r t — on our r e s e r v e r e p o r t . And understand, 

t h i s i s — t h i s i s — t h i s i s our b r e a d l i n e t o the 

bank. When we went t o th e bank we had t o have 

something t o say, "Hey, we're -- you guys are crazy. 

We're not goi n g t o l o a n you t h a t much money." 

I t ' s — i t ' s — we a l r e a d y have two w e l l s 

per 40 d r i l l e d w i t h Paddock -- w i t h the Paddock 

w e l l s . T h e i r i n i t i a l a p p l i c a t i o n was f o r j u s t two 

w e l l s per -- per 40 on t h a t . 

They have a d j u s t e d t h a t a t t h i s p o i n t , but 
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i t ' s s t i l l a penalty.. The funny t h i n g was i s they 

dropped t h e i r a l l o w a b l e down once they made t h e i r 

change, and I'm r e a l i n t e r e s t e d t o hear t h a t p a r t of 

the s t o r y . 

But they jumped -- they dropped t h e i r 

a l l o w a b l e down from 240 t o 187 a f t e r they made t h i s 

adjustment f o r the -- f o r what th e y c a l l e d the w e l l 

d e n s i t y now, which i s , "Okay. W e l l , we're going t o 

l e t you have two Paddock w e l l s but on l y two B l i n e b r y 

w e l l s , and you can't have two of the Paddock w e l l s . " 

W e l l , t h a t would be a b s o l u t e l y l o s s of 

common sense, j u s t because of what I d e s c r i b e d on 

t h a t A-38, where I've got t h r e e g r e a t Paddock w e l l s 

t h a t are around t h a t . You would have thought t h a t 

they would have d r a i n e d t h a t l o c a t i o n . 

We were unorthodox t o a w e l l t h a t Concho 

had t h a t they had a l r e a d y f r a c k e d t w i c e i n the 

Paddock. And when we — when we come up the next 

morning, I mean we're d r i l l i n g those plugs o u t, and 

we're having t o c a r r y o i l o f f because i t ' s 

f l o w i n g — or we're c i r c u l a t i n g o i l because we have 

t o foam t h i s s t u f f o u t . But I mean t h e r e ' s 550 

pounds of pressure on i t t h e next morning. That's a 

c l e a r example of not bei n g d r a i n e d . 

TECHNICAL EXAMINER EZEANYIM: What do you 
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t h i n k about t h e g a s / o i l r a t i o i n t h i s pool? 

THE WITNESS: I d i d n ' t - - h o n e s t l y , I 

d i d n ' t look a t i t u n t i l -- u n t i l I saw t h i s . I was 

w o r r i e d , you know, what — what our GOR i s . 

We have w e l l s now t h a t t h e y s l o w l y begin 

t o c l i m b t o a 4,000 t o 1 GOR over t i m e . A l o t of 

our p r o d u c t i o n runs i n t h a t 4,000 t o 1, even t h e 

o l d e r s t u f f . So 2,000 t o 1, we're going t o be 

hi n d e r e d again on our p r o d u c t i o n . And i t opens up 

i n t o the whole scale i s s u e . I t opens up i n t o a l o t 

of o t h e r i s s u e s . 

I mean i t ' s — f o r i n s t a n c e , our scale 

issue came on a couple of our o l d e r w e l l s , and i t 

came -- i t came as a r e s u l t of an is s u e t h a t we had 

w i t h the p i p e l i n e company out t h e r e . 

F r o n t i e r , who i s t h e gas purchaser, a l l 

thro u g h l a s t summer and a l l t h r o u g h the f a l l had 

e x t r a o r d i n a r i l y h i g h l i n e p r e s s u r e , so h i g h t h a t we 

c o u l d n ' t even — we c o u l d n ' t even get i n t o the — t o 

the p i p e l i n e . We were v e n t i n g our gas, because the 

p r o d u c t i o n equipment i s e s s e n t i a l l y a t 60 t o 70 

pounds, and t h a t ' s a l l i t ' s r a t e d t o . 

So when t h e i r l i n e p r e s s u r e jumps up t o 

70, 75, 80 pounds, and sometimes even up t o 100, I 

have no — i f I produce t h e w e l l I'm v e n t i n g the 
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gas. So I mean, I -- I had -- a t one p o i n t i n 

August I had 80 pe r c e n t of my p r o d u c t i o n shut i n 

because — because of the l i n e p r e s s u r e . 

But now t h a t t h a t has been r e s o l v e d , you 

know -- and so what t h a t d i d i s t h a t c r e a t e d h i g h --

hi g h f l u i d l e v e l s w i t h i n our w e l l s , and i t c r e a t e d 

some scale problems on a couple of them. 

We t r y -- we t r i e d t o pump chemical w i t h 

our f r a c s , because t h e r e i s an is s u e w i t h the --

w i t h the B l i n e b r y water and the Paddock water. So 

when we do these , we put s p e c i a l chemicals i n t o 

prev e n t t h a t c a l c i u m s u l f a t e from f o r m i n g . 

TECHNICAL EXAMINER EZEANYIM: A l l r i g h t . 

Did you prepare E x h i b i t Number 6? 

THE WITNESS: Yeah. Yeah. I mean Dan, my 

b r o t h e r , d i d . He i s an engineer. 

TECHNICAL EXAMINER EZEANYIM: Okay. But 

you are aware of th e numbers t h e r e . Can I ask you a 

q u e s t i o n about i t ? 

THE WITNESS: Oh, sure. 

TECHNICAL EXAMINER EZEANYIM: Yeah. I f 

you look a t t h e g a s / o i l r a t i o , or a l l the g a s / o i l 

r a t i o s , why i s COG's g a s / o i l r a t i o h i g h e r than 

B u r n e t t and Premier? Why i s i t h i g h e r ? You guys 

are p r o d u c i n g from t h e same p o o l . 
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THE WITNESS: I don't know i f t h i s i s 

c h e r r y p i c k e d . I mean I've seen enough i s s u e out of 

Concho at t h a t p o i n t t h a t t h i s may j u s t be something 

t h a t ' s -- t h a t i s c h e r r y p i c k e d by B u r n e t t . I 

don't — I'm not q u a l i f i e d enough t o answer t h a t . 

TECHNICAL EXAMINER EZEANYIM: But the --

THE WITNESS: The r e s e r v o i r i s not the 

same. I t ' s not even the same on our le a s e . I c o u l d 

get i n t o a r e a l l o n g d e s c r i p t i o n of what i t i s . 

TECHNICAL EXAMINER EZEANYIM: I 

understand. 

THE WITNESS: But I mean i t ' s not even --

th e r e ' s a f a i r w a y , t h e r e ' s t i g h t e r r o c k , and then 

t h e r e gets t o be r e a l l y t i g h t rock t o the n o r t h . 

And where these w e l l s are, I don't know. 

What we were — what we were l o o k i n g a t s t r i c t l y 

was, what's t h a t GOR l o o k i n g ? Are we -- are we out 

of l i n e ? I s our d e n s i t y and our f r a c going t o be 

the same? 

I t h i n k t h a t B u r n e t t -- I ' l l compliment 

them on the s l i c k w a t e r t h i n g . They may be on t o 

something. I mean s l i c k w a t e r -- you know, somebody 

asked -- w e l l , somebody made a comment a minute ago 

about g e l s not e x t e n d i n g out as f a r . I would 

p r o b a b l y c a l l g e l s b e i n g cumbersome, i n terms of 
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when t h e y ' r e f r a c k i n g t h r o u g h t h e f o r m a t i o n v e r s u s 

t h e s l i c k w a t e r , and i t ' s been p r o v e n i n t h e s h a l e s 

and i n a number o f p l a c e s . I mean you know t h e 

whole s t o r y . 

And l i k e t h e B a r n e t t i s -- somebody f o r g o t 

t o b r i n g t h e c h e m i c a l s o u t t o g e l t h e -- t o g e l 

b e f o r e a B a r n e t t s h a l e f r a c . The o p e r a t o r was under 

t i m e c o n s t r a i n t s , and he f r a c k e d i t w i t h s l i c k w a t e r 

and g o t a b e t t e r p e r f o r m a n c e . So he's maybe g e t t i n g 

more complex f r a c t u r e s . T hat i s beyond me a t t h i s 

p o i n t . 

TECHNICAL EXAMINER EZEANYIM: Okay. 

A n y t h i n g f u r t h e r f r o m t h i s w i t n e s s ? 

MR. GRABLE: I d i d have one o t h e r q u e s t i o n 

i n some o f t h a t . 

FURTHER EXAMINATION 

BY MR. GRABLE: 

Q. S i r , does y o u r company r u n a s u i t e o f 

o p e n - h o l e l o g s on a l l y o u r w e l l s ? 

A. Yes, we do. W e l l , we -•- we d i d e x c e p t f o r 

t h e A-38. We had an i s s u e w i t h -- we do our c a s i n g 

p r o g r a m a l i t t l e d i f f e r e n t l y t h a n B u r n e t t . We r u n 

an i n t e r m e d i a t e s t r i n g o v e r t h e s a l t s e c t i o n f o r 

p r o t e c t i o n , and we w e r e n ' t a b l e t o do i t i n t h a t 

w e l l , and t h e r e ' s some s h a l e s i n t h e s a l t t h a t 
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p r o h i b i t us f r o m d o i n g i t . So we a c t u a l l y had t o 

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

our v i e w , d i s a p p o i n t i n g . 

Q. Do you do l o g a n a l y s i s and d e s i g n y o u r 

p e r f o r a t i o n s based upon what t h e l o g s t e l l you? 

A. Now, f o r i n s t a n c e , t h e — 

Q. I'm s o r r y ? 

A. The l a s t two w e l l s , f o r i n s t a n c e , were 

c o m p l e t e d by Marbob's e x - e n g i n e e r , B r i a n C o l l i n s , 

who a c t u a l l y has an i n t e r e s t i n t h e s t u f f now i n 

our — i n our l e a s e s . 

Q. But d i d you say you do d e s i g n s e l e c t i v e 

p e r f o r a t i o n s based upon l o g a n a l y s i s ? 

A. Yes . 

MR. GRABLE: Thank y o u . 

TECHNICAL EXAMINER EZEANYIM: Are you 

done ? 

MR. GRABLE: I'm done. 

TECHNICAL EXAMINER EZEANYIM: Do you have 

any o t h e r w i t n e s s ? 

MR. RANKIN: No, Mr. Examiner, we a r e 

t h r o u g h . 

TECHNICAL EXAMINER EZEANYIM: You a r e 

t h r o u g h ? 

At t h i s p o i n t , we a r e g o i n g t o t a k e f i v e 
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b e f o r e we c a l l — how many w i t n e s s e s do you have? 

MR. CAMPBELL: We have t h r e e , 

Mr. Examiner. 

TECHNICAL EXAMINER EZEANYIM: Okay. I s he 

her e ? 

MR. CAMPBELL: We w i l l h e a r Mr. H a i d u k , 

our f i r s t w i t n e s s , a g e o l o g i s t . Can we have two 

m i n u t e s t o make s u r e o u r s l i d e s a r e s e t up? 

TECHNICAL EXAMINER EZEANYIM: Okay. L e t ' s 

t a k e f i v e . 

(A r e c e s s was t a k e n f r o m 5:22 p.m. t o 5:33 

p.m.) 

TECHNICAL EXAMINER EZEANYIM: The c o u n s e l 

have s u g g e s t e d t h a t we c a l l i t a day t o d a y , s i n c e 

we're making good p r o g r e s s . I r e a l l y a p p r e c i a t e 

t h a t . I t h a n k you a l l f o r c o o p e r a t i n g and b e i n g 

c i v i l t o each o t h e r . We d i d a good j o b t o d a y . 

So what we have, t h e o t h e r s i d e , I t h i n k 

we can g e t i t t o m o r r o w . So t h e s u g g e s t i o n was t o 

c a l l i t a day t o d a y and s t a r t t o m o r r o w m o r n i n g by 

8:30. 

What t i m e do you guys want t o s t a r t 

t o m o r r o w ? 

MR. GRABLE: 8:30 i s f i n e . 

TECHNICAL EXAMINER EZEANYIM: 8:30? I 
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t h i n k we can get i t tomorrow, because I don't want 

you t o go too --

MR. GRABLE: We have o n l y t h r e e w i t n e s s e s , 

and we d i d seven today. 

TECHNICAL EXAMINER EZEANYIM: Yeah. So 

why don't we end the h e a r i n g now and then s t a r t 

a gain by 8:30 tomorrow morning? 

(Evening recess.) 
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