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1 MR. BROOKS: Case Number 14554, 

2 A p p l i c a t i o n of Mewbourne O i l Company t o a b o l i s h the 

3 Seven Rivers-Yeso Pool and the Cemetery-Yeso Pool and 

4 expand the North Seven Rivers Glorieta-Yeso Pool, and 

5 t o e s t a b l i s h s p e c i a l r u l e s and r e g u l a t i o n s f o r the 

6 North Seven Rivers Glorieta-Yeso Pool, Eddy County, 

7 New Mexico. C a l l f o r appearances. 

8 MR. BRUCE: Mr. Examiner, Jim Bruce 

9 of Santa Fe rep r e s e n t i n g the a p p l i c a n t . I have three 

10 witnesses. 

11 MR. HALL: Mr. Examiner, Scott H a l l , 

12 Montgomery & Andrews Law Firm of Santa Fe on behalf 

13 of Nearburg Producing Company w i t h one witness t h i s 

14 afternoon. 

15 MS. MUNDS-DRY: Mr. Examiner, Ocean 

16 Munds-Dry w i t h the law f i r m of Holland & Hart, LLP. 

17 I am repr e s e n t i n g Fasken & O i l -- Fasken O i l & Ranch, 

18 Limi t e d , and I have no witnesses. 

19 MR. BROOKS: And I'm sorry? 

2 0 MS. MUNDS-DRY: I have no witnesses. 

21 MR. BROOKS: You have no witnesses. 

22 Good. 

23 MS. MUNDS-DRY: I d o n ' t take any 

24 o f f e n s e by t h a t . 

2 5 MR. BROOKS: I t ' s g e t t i n g l a t e i n the 
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afternoon. Okay. Would each of the witnesses please ; 

2 s t a t e your name f o r the record, and then you w i l l be j 

3 sworn. ; 

4 MR. MONTGOMERY: Brian Montgomery. 1 

5 MR. MITCHELL: Corey M i t c h e l l . j 

6 MR. LODGE: Jason Lodge. J 

7 MR. SPEER: Tim Speer. 

8 (Note: The witnesses were sworn.) j 

9 MR. BRUCE: Mr. Examiner, there i s a 

10 l a r g e p l a t marked E x h i b i t 2. You might want t o p u l l 

11 t h a t out. I t h i n k my f i r s t two witnesses w i l l be 

12 t e s t i f y i n g t o t h a t . 

13 MR. BROOKS: Okay. 

14 COREY MITCHELL 

15 A f t e r having been f i r s t d u l y sworn under oath, 

16 was questioned and t e s t i f i e d as f o l l o w s : 

17 EXAMINATION 

18 BY MR. BRUCE: 

19 Q W i l l you please s t a t e your name and c i t y 

20 of residence f o r the record? 

21 A Corey M i t c h e l l , and I reside i n Midland, 

22 Texas. 

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

24 A Mewbourne O i l Company as a petroleum 

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

2 d i v i s i o n ? 

3 A Yes, s i r . 

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

5 petroleum landman accepted as a matter of record? 

6 A Yes, s i r . 

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

8 Mewbourne include t h i s p o r t i o n of Southeast New 

9 Mexico? 

10 A Yes, s i r . 

11 MR. BRUCE: Mr. Examiner, I tender 

12 Mr. M i t c h e l l as an expert petroleum landman. 

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

14 MS. MUNDS-DRY: No o b j e c t i o n . 

15 MR. BROOKS: Okay. He i s so 

16 q u a l i f i e d 

17 Q (By Mr. Bruce) Mr. M i t c h e l l , can you 

18 b r i e f l y describe what Mewbourne seeks i n t h i s case? 

19 A We would l i k e t o a b o l i s h the Seven 

20 Rivers-Yeso Pool as w e l l as the Cemetery-Yeso Pool 

21 and expand the North Seven Rivers Glorieta-Yeso Pool. 

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

23 A E x h i b i t 1 i s the c u r r e n t d e s c r i p t i o n s of j 

24 the three pools mentioned. 

25 MR. BROOKS: Okay. And before we go 
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ahead, something has occurred t o me. I beli e v e t h a t 

2 Brooks O i l & Gas i n t e r e s t a c t u a l l y does own some 

3 p r o p e r t y i n t h i s general area, and I am not sure 

4 e x a c t l y where i t i s . We own some i n t e r e s t i n some 

5 leases I know down t o the southwest a mile or so. 

6 Are the p a r t i e s w i l l i n g t o waive any d i s q u a l i f i c a t i o n 

7 on t h a t ground? 

8 MR. HALL: No problem. 

9 MS. MUNDS-DRY: We have no problem 

10 w i t h t h a t , Mr. Brooks. 

11 MR. BROOKS: Very good. 

12 MR. BRUCE: Maybe I can address 

13 something. 

14 Q (By Mr. Bruce) Mr. M i t c h e l l , you have 

15 been i n v o l v e d i n Mewbourne's w e l l s i n t h i s area, 

16 correct? 

17 A Yes, s i r . 

18 Q And a ton of them have been force pooled? 

19 A Yes, s i r . 

20 Q You have never had t o f o r c e pool Brooks 

21 O i l & Gas, have you? 

22 A No, s i r . 

23 MR. BROOKS: Well, u n f o r t u n a t e l y , I 

24 don't t h i n k we own any i n t e r e s t s i n any of 

25 Mewbourne's w e l l s . I deeply r e g r e t t h a t according t o 
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1 some of the s t a t i s t i c s I have seen on some of the 

2 we l l s i n t h i s v i c i n i t y . You may continue. 

3 Q (By Mr. Bruce) Just l o o k i n g -- next 

4 i d e n t i f y E x h i b i t 2, Mr. M i t c h e l l . 

5 A E x h i b i t 2 i s t h i s p l a t here, and i t 

6 i d e n t i f i e s the three pools t h a t we're discussing a l l 

7 designated by a d i f f e r e n t c o l o r w i t h the red being 

8 the North Seven Rivers Glorieta-Yeso. Cemetery-Yeso 

9 i s the p u r p l i s h blue, and the green i s the Seven 

10 Rivers-Yeso. 

11 Q Okay. And j u s t i n l o o k i n g -- comparing 

12 E x h i b i t 1 t o E x h i b i t 2, the pools have not been 

13 expanded i n the d i v i s i o n ' s nomenclature process i n 

14 accordance w i t h the number of w e l l s d r i l l e d out here. 

15 I s t h a t f a i r t o say? 

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

17 Q The w e l l s , when the APDs are approved by 

18 the d i v i s i o n , do place the w e l l s i n one pool or 

19 another, do they not? 

20 A Yes, s i r . 

21 Q Okay. And who prepared t h i s map? 

22 A This was prepared by our g e o l o g i s t , Jason 

23 Lodge, who i s here today. 

24 Q Okay. Does t h i s E x h i b i t 2 als o i d e n t i f y 

25 the operators of a l l of the w e l l s i n the pools? 
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1 A Yes, s i r . ! 

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

3 A 2 A i s a d e s c r i p t i o n of the acreage t h a t 

4 we are i n c l u d i n g , t h a t we would l i k e t o be 

5 expanded -- the North Seven Rivers Glorieta-Yeso Pool 

6 expanded t o cover. 

7 Q So you would a b o l i s h the Seven Rivers-Yeso 

8 Pool and the Cemetery-Yeso Pool and put t h a t acreage 

9 i n the North Seven Rivers Pool? 

10 A Yes, s i r . 

11 Q And then you would f u r t h e r expand the 

12 North Seven Rivers Pool t o i n c l u d e , what, each 

13 quarter s e c t i o n where a cu r r e n t Yeso w e l l i s located? 

14 A Yes, s i r . 

15 Q Okay. 

16 A And also I would l i k e t o add t h a t we would 

17 also l i k e t h i s t o include the west h a l f of Section 

18 30, 19 South, 26 East. I t i s not included on our 

19 e x h i b i t here, but we would also l i k e t o include t h a t 

20 one. 

21 Q Okay. And i s -- and who operates t h a t 

22 acreage? 

23 A That i s Concho. 

24 Q Marbob/Concho? 

25 A Yes, s i r . j 
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Q At the time i t was Marbob? | 

2 A Yes, s i r . j 

3 Q Okay. What i s contained i n E x h i b i t 3? | 

4 A E x h i b i t 3 i s l e t t e r s of support f o r t h i s j 

5 a p p l i c a t i o n as prepared by Echo Production and j 

6 Concho. 

7 Q And was n o t i c e of t h i s a p p l i c a t i o n given 1 

8 t o the operators i d e n t i f i e d on E x h i b i t 2? j 

9 A Yes, s i r . j 

10 Q There i s one exception t o t h a t , correct? 

11 A Yes, s i r . 

12 Q Okay. F i r s t of a l l , does E x h i b i t 4 j 

13 contain copies of my n o t i c e l e t t e r and c e r t i f i e d 

14 r e t u r n r e c e i p t s from the operators l i s t e d i n t h a t 

15 l e t t e r ? 

16 A Yes, s i r . j 

17 Q And was there one operator o m i t t e d from 

18 t h a t l i s t i n g ? 

19 A Yes, s i r . I t was Echo Production. 

20 Q And what i s E x h i b i t 5? 

21 A E x h i b i t 5 i s the waiver of n o t i c e from 

22 Echo Production. 

23 Q And Mewbourne has been i n touch w i t h Echo 

24 Production f o r some time regarding t h i s a p p l i c a t i o n ? 

25 A Yes, s i r . 
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Q And they are f u l l y aware of t h i s j 

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

3 A Yes, s i r . 

4 Q And besides the -- take a step back. Do 

5 any of these three pools c u r r e n t l y have any s p e c i a l 

6 pool rules? 

7 A No, s i r . 

8 

9 

Q So t h i s spacing -- what i s the spacing and 

the c u r r e n t o i l allowable? 

10 A They are statewide r u l e s w i t h 40-acre 

11 spacing w i t h 80 b a r r e l s of o i l per day. 

12 Q And what i s Mewbourne seeking w i t h respect 

13 t o s p e c i a l pools? 

14 A We would l i k e t o increase i t t o 

15 240 b a r r e l s of o i l per day f o r a standard 40-acre 

16 spacing u n i t . 

17 Q Okay. Were E x h i b i t s 1, 2 A, 3, 4, and 5 

18 prepared by you or compiled from company business 

19 records? 

20 A Yes. 

21 Q And i n your o p i n i o n , i s the g r a n t i n g of 

22 t h i s a p p l i c a t i o n i n the i n t e r e s t of conservation and 

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

24 A Yes, s i r . 

25 MR. BRUCE: With t h a t , Mr. Examiner, j 
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1 I move the admission of E x h i b i t s 1, 2 A, 3, 4 and 5. 

2 MR. BROOKS: Any objection? 

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

4 MS. MUNDS-DRY: No o b j e c t i o n . 

5 MR. BROOKS: 1, 2 A, 3, 4 and 5 are 

6 admitted. 

7 ( E x h i b i t s 1, 2 A, 3, 4 and 5 admitted.) 

8 MR. BRUCE: And j u s t t o be c l e a r , Mr. 

9 Examiner, I wanted you t o know t h a t E x h i b i t 2 A, the 

10 acreage on t h a t i s s u b s t a n t i a l l y l a r g e r than the 

11 acreage h i g h l i g h t e d on E x h i b i t 2. 

12 MR. BROOKS: Okay. 

13 MR. BRUCE: I t h i n k on E x h i b i t 2, the 

14 w e l l u n i t s were i d e n t i f i e d , whether 40-acre or a 

15 l a r g e r w e l l u n i t f o r a h o r i z o n t a l w e l l . 

16 MR. BROOKS: Right. 

17 MR. BRUCE: But i t has always been my 

18 understanding t h a t when the d i v i s i o n creates or 

19 expands an o i l pool, they u s u a l l y do i t by a quarter 

2 0 s e c t i o n . So what i s requested i s t o expand i t by 

21 a -- f o r instance, i f you look a t the very top o f the 

22 map, we're asking t h a t the northeast quarter of 

23 Section 16 of 19, 25 be p a r t of the expanded pool 

24 r a t h e r than j u s t t h a t 40 acres whe re t h a t Yates w e l l 

25 i s loc a t e d . 
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1 MR. JONES: You don't have t h a t 

2 Section 30 of 19, 26 i n here? 

3 MR. BRUCE: We d i d not l i s t t h a t , and 

4 i f i t needs t o re a d v e r t i s e d , t h a t i s f i n e . That i s 

5 Marbob operated acreage. 

6 MR. JONES: But you do want i t on 

7 there? 

8 MR. BRUCE: Concho has requested 

9 t h a t , and Mewbourne c e r t a i n l y does not object t o 

10 t h a t . 

11 MR. BROOKS: I would t h i n k they would 

12 have t o r e a d v e r t i s e i t i f i t i s not included i n the 

13 e x i s t i n g advertisement. 

14 MR. BRUCE: We can re a d v e r t i s e i t . 

15 MR. BROOKS: Okay. 

16 MR. BRUCE: I pass the witness. 

17 MR. HALL: I have no questions of 

18 t h i s witness. 

19 MS. MUNDS-DRY: No questions. 

20 MR. BROOKS: I don't b e l i e v e I have 

21 any questions e i t h e r . I assume the other witnesses 

22 w i l l provide the basis f o r the requested -- but 

23 you're j u s t here t o say what lands we're d e a l i n g w i t h 

24 and what you want on them, and the other witnesses 

25 w i l l p rovide the reasons why we should increase t h i s ? 
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1 A Yes, s i r . 

2 MR. BROOKS: Okay. I have no f u r t h e r 

3 questions. 

4 MR. JONES: Where i s Brantley Dam 

5 from here? 

6 A Excuse me? 

7 MR. JONES: I s Br a n t l e y Lake p r e t t y 

8 close? 

9 A You know, I don't know where t h a t i s i n 

10 r e l a t i o n . I know Lakewood i s t o the east here and 

11 A r t e s i a i s t o the n o r t h and Carlsbad i s k i n d of I 

12 guess --

13 MR. JONES: So i t ' s not t h a t far? 

14 A I t ' s not t h a t f a r . I t i s i n the immediate 

15 area. I don't know e x a c t l y how f a r . 

16 MR. JONES: When they made t h a t lake, 

17 they exhumed a cemetery out and moved a l l of the 

18 bodies, and a l o t of them were shot f u l l of holes. 

19 I t was q u i t e a deal back i n the '80s. I remember 

2 0 when t h a t happened. So the cemetery ought t o be here 

21 somewhere? 

22 MR. BRUCE: The d i v i s i o n d i d n ' t do 

23 t h a t . 

24 MR. JONES: Well --

25 MR. BROOKS: Maybe Ms. Munds-Dry can 
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t e l l me where the Cemetery Federal w e l l t h a t they are 

2 r e e n t e r i n g i s on t h i s map. I have a general idea 

3 where i t i s , but I can't remember what s e c t i o n number 

4 i t i s i n . 

5 MS. MUNDS-DRY: I have no idea. | 

6 MR. BROOKS: I know i t ' s i n 20, 26. 

7 No, i t i s i n 20, 25. I t h i n k i t ' s probably i n 

8 Section 20 or 21, but I can't remember f o r sure. 

9 MR. BRUCE: Mr. Jones, the center of 

10 the area a f f e c t e d i s about three miles west, 

11 northwest of Seven Rivers. 

12 MR. JONES: Okay. Rough area back i n 

13 those days, I guess. 

14 MR. BROOKS: There's been a l o t of 

15 nonstandard u n i t s issued i n t h i s p o o l . Okay. Thank 

16 you. 

17 JASON LODGE 

18 A f t e r having been f i r s t d u l y sworn under oath, 

19 was questioned and t e s t i f i e d as f o l l o w s : 

20 EXAMINATION 

21 BY MR. BRUCE: 

22 Q W i l l you please s t a t e your name f o r the 

23 record? 

24 A Jason Lodge. 

25 Q And where do you reside? j 
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T y l e r , Texas. J 

I 
2 Q s 

Who do you work for? \ 
l 3 A Mewbourne O i l Company. I 

4 Q And what i s your j o b at Mewbourne? 

5 A I'm a g e o l o g i s t working i n southeastern 

6 New Mexico I 

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

8 d i v i s i o n ? 

9 A No. 1 

10 Q Would you please summarize your 

11 educational and employment background f o r the 1 

12 examiner. 

13 A Bachelor's i n science from Texas Tech 

14 U n i v e r s i t y i n geology. C u r r e n t l y f i n i s h i n g up my j 

15 master's i n science i n geology from Texas Tech | 

16 U n i v e r s i t y I have worked at Mewbourne f o r j u s t over 

17 a year working t h i s area. 

18 Q Okay. And are you the primary g e o l o g i s t 

19 at Mewbourne responsible f o r t h i s area? j 

20 A Yes, s i r . 

21 MR. BRUCE: Mr. Examiner, I tender 

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

23 MR. BROOKS: Any obje c t i o n ? ! 

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

25 MS. MUNDS-DRY: No o b j e c t i o n . 
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1 MR. BROOKS: So q u a l i f i e d . 

2 Q (By Mr. Bruce) Mr. Lodge, l e t ' s move back 

3 t o E x h i b i t 2 t h a t you prepared, and would you discuss 

4 t h a t and maybe a l i t t l e -- j u s t give a h i s t o r y of the 

5 pools. 

6 A Sure. Just a couple t h i n g s b a s i c a l l y . 

7 The pink dots here are r e p r e s e n t a t i v e of Yeso t e s t s 

8 or Yeso producers. We also have purple dots here 

9 which are Yeso and San Andres commingled i n t h i s 

10 area. There i s only a couple of those. 

11 MR. BROOKS: Are you t a l k i n g about on 

12 E x h i b i t 1? 

13 A E x h i b i t 2. 

14 MR. BROOKS: We're back t o E x h i b i t 2. 

15 Okay. 

16 A We also have a s t r u c t u r e on here. This i s 

17 my top of Yeso s t r u c t u r e . You can see i t i s -- i n 

18 general i t trends n o r t h , northeast. To the n o r t h of 

19 the map, i t s t a r t s t o take a t u r n t o the east, t o the 

2 0 northeast, f o l l o w i n g the general t r e n d of the s h e l f 

21 i n t h i s area. Down d i p i n t o the basin i s t o the east 

22 and obvio u s l y t o the west. 

23 These are 20-foot contours on the top of 

24 the Yeso. G e o l o g i c a l l y , again, we're on the s h e l f . 

25 This p l a y k i n d of s t a r t e d f o r us i n Section 10 of 20, 
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1 25. We d r i l l e d a Morrow w e l l near there w i t h good 

2 shows i n the Yeso, so we recompleted some o l d w e l l s 

3 i n the Yeso there v e r t i c a l l y , and then k i n d of 

4 s t a r t e d our v e r t i c a l campaign th e r e . We've expanded 

5 t h a t v e r t i c a l l y . D r i l l e d about 40 v e r t i c a l w e l l s i n 

6 the area. 

7 Since then, we have k i n d of switched our 

8 philosophy t o h o r i z o n t a l d r i l l i n g . C u r r e n t l y , we 

9 have about f i v e h o r i z o n t a l w e l l s i n the area. 

10 MR. BROOKS: Where you have the l i n e s 

11 drawn from the w e l l s , those are the h o r i z o n t a l s ? 

12 A Yes, s i r . The squares are the surface 

13 l o c a t i o n s . The dots, the pink dots are where the 

14 bottom of the l o c a t i o n s are. 

15 MR. BROOKS: Thank you. 

16 A As f a r as k i n d of recent a c t i v i t y i n the 

17 area, there i s also some more h o r i z o n t a l development 

18 i n the area. Just up i n Section 35 of 19, 25 i s 

19 Marbob Concho's development. They have been d r i l l i n g 

2 0 some h o r i z o n t a l w e l l s there, a l s o . We also have some 

21 h o r i z o n t a l development up t o the n o r t h t h e r e . 

2 2 Section 3 of 20, 25, Nearburg i t ' s my 

23 understanding has j u s t TD'd a h o r i z o n t a l w e l l not on 

24 t h i s map i n the east h a l f , east h a l f of Section 3. 

25 MR. BROOKS: Section 3? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
4afed9f6-ec7d-4d40-b660-4b1 abf044d52 



Page 20 

1 A Yes, s i r . Just n o r t h of Section 10. 

2 Q (By Mr. Bruce) Mr. Lodge, can you give 

3 the dates the pools were created and maybe a l i t t l e 

4 more i n f o on that? 

5 A I don't have the dates w i t h me. The Seven 

6 Rivers-Yeso Pool was created i n 1982 w i t h the 

7 discovery w e l l -- the Ir a m i Fed No. 1 i s i n the 

8 southwest q u a r t e r of Section 34, 19, 25. The 

9 Cemetery-Yeso Pool was created i n 1983 w i t h the 

10 discovery w e l l being Amoco Rio Siete No. 1. This i s 

11 i n the southeast quarter of Section 11, 20 South, 25 

12 East. And North Seven Rivers-Yeso G l o r i e t a -- I'm 

13 sor r y , Glorieta-Yeso Pool was created i n 2007. 

14 Discovery w e l l was Nearburg Boyd 27 No. 6. This was 

15 i n the southwest quarter of Section 27, 19 South, 25 

16 East. 

17 Q Mr. Lodge, I t h i n k you h i t on t h i s 

18 b r i e f l y . Mewbourne d i d s t a r t recompleting or 

19 d r i l l i n g v e r t i c a l w e l l s . Has i t s emphasis of l a t e 

20 been p r i m a r i l y on h o r i z o n t a l wells? 

21 A Yes. Correct. We have s h i f t e d our 

22 philosophy completely t o h o r i z o n t a l development. We 

23 see t h a t they are more economic f o r us t o do t h a t . 

24 Q Okay. Let's move on t o your E x h i b i t 6 and 

25 7. 
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1 A Okay. 

2 Q Can you open those up and discuss those 

3 f o r the examiners? 

4 A E x h i b i t 6 i s a r e g i o n a l cross-section of 

5 the area t h a t includes the Yeso. You can see on 

6 E x h i b i t 2, t h i s i s my black cross-section l i n e . I t 

7 goes A t o A prime from the south t o the n o r t h , and i t 

8 spans a l l three of the Yeso pools. Just a couple of 

9 general t h i n g s here. S t a r t i n g w i t h the w e l l 15L, 

10 t h i s i s Limousine 15L, Section 15 of 20, 25. 

11 I n general, we use s i x percent p o r o s i t y 

12 c u t o f f . That i s s i x percent neutron p o r o s i t y c u t o f f . 

13 This i s not always the case. We have p e r f ' d some 

14 s t u f f t h a t ' s lower than s i x percent. That's k i n d of 

15 our general p o r o s i t y c u t o f f , but we use t h i s data 

16 when we see gre a t e r than 100 ohmms i n the deep 

17 r e s i s t i v i t y curve. 

18 I n the 15L, you can see my -- the pink 

19 marker on the top i s the top of my G l o r i e t a . I 

20 u s u a l l y p i c k t h i s based on the r e s i s t i v i t y . I t ' s 

21 considerably lower. The G l o r i e t a i s a package of 

22 sands and dolomites i n t e r m i n g l e d w i t h the sands. The 

23 top of my Yeso or the base of the G l o r i e t a i s the end 

24 of t h a t package of sands. And then the next green 

25 marker below t h a t i s j u s t a s t r a t i g r a p h i c t h a t I can 
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1 p i c k throughout the area, which i s a sand t h a t goes 

2 through t h e r e . 

3 I n general as w i t h other Yeso f i e l d s , t h i s 

4 i s a dolomite r e s e r v o i r . I t i s a t h i c k dolomite 

5 package. I t i s g e n e r a l l y t i g h t w i t h low 

6 p e r m e a b i l i t i e s . We have t o f r a c t u r e s t i m u l a t e i t t o 

7 get good produ c t i o n i s b a s i c a l l y where we're going. 

8 I n general, w i t h v e r t i c a l completions, we do a two 

9 stage j o b . We have also done one stage jobs. You 

10 can see the red boxes on my cross-sections are the 

11 p e r f s t h a t we picked. 

12 On t h i s 15L w e l l , the f i r s t stage we 

13 f r a c ' d a t 210 gallons of s l i c k water and 100,000 

14 pounds of sand. And t h a t was the f i r s t stage. And 

15 the lower set of p e r f s i n the next stage on the same 

16 day, f r a c ' d at 100,000 g a l l o n s and 50,000 pounds of 

17 sand. This i s p r e t t y s i m i l a r t o what we have done --

18 we have gone a l l the way down t o 50,000 g a l l o n s of 

19 f l u i d i n order t o attempt t o stay out of water as 

20 w e l l as up t o 600,000 g a l l o n s of f l u i d i n one stage. 

21 Q So they are larg e fracs? 

22 A Yes, they are very l a r g e f r a c s . And 

23 t h a t ' s because we have a t h i c k i n t e r v a l of t h i s type. 

24 Q I n lo o k i n g at t h i s , do a l l three pools 

25 produce from c o r r e l a t i v e i n t e r v a l s ? 
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1 A Yes, s i r . That's k i n d of what I am 

2 showing here i s throughout the pools, the Yeso 

3 i n t e r v a l i s s t r a t i g r a p h i c a l l y continuous throughout 

4 the area. Generally, the main pay zone f o r us i s 

5 j u s t below the base of the G l o r i e t a . We also have 

6 some lower p r o d u c t i o n i n c e r t a i n areas as w e l l . 

7 Q And e s p e c i a l l y when you look at E x h i b i t 2, 

8 when the w e l l s are designated, i t looks l i k e the 

9 pools are a l l mixed up anyway, co r r e c t ? 

10 A They are. That's c o r r e c t . 

11 Q And does t h a t j u s t i f y a b o l i s h i n g the two 

12 pools and j u s t p u t t i n g e v e r y t h i n g i n one pool? 

13 A Yes, s i r . 

14 Q Do you have anything else on E x h i b i t 6? 

15 A Just one quick t h i n g as f a r as w e l l l o g 

16 e v a l u a t i o n . We have change i n water throughout the 

17 area. We get a whole f r e s h e r down depth so t h a t 

18 makes our r e s i s t i v i t y of our water hard t o f i g u r e 

19 out. So as f a r as water s a t u r a t i o n c a l c u l a t i o n s , 

20 they are p r e t t y tough i n the area. 

21 Q Okay. And what does E x h i b i t 7 r e f l e c t ? 

2 2 A E x h i b i t 7 i s i n t r o d u c i n g our Limousine 15 

23 CD Fed Com #1H. This i s the w e l l t h a t i s producing 

24 or i s capable of producing over the allowables. I t 

25 i s an 80-acre h o r i z o n t a l w e l l i n Section 15 of 20, 
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1 25. B a s i c a l l y what t h i s c r oss-section shows as you 

2 can see on the f a r right-hand side of the 

3 cross-section, you can see the a c t u a l wellbore path 

4 of the 15 CD. This i s the p r o j e c t e d cross-section so 

5 I've p r o j e c t e d i n o f f s e t t i n g v e r t i c a l w e l l s based on 

6 t h e i r s t r u c t u r e and what they would be i f you were t o 

7 draw a s t r a i g h t l i n e t o the h o r i z o n t a l w e l l paths. I 

8 s h i f t e d those based on s t r u c t u r e up or down. 

9 I n general, you can see, again, my red 

10 rectangles are the p e r f s t h a t we have i n the v e r t i c a l 

11 w e l l s i n the area. Just wanted t o k i n d of introduce 

12 our philosophy as f a r as completions f o r our 

13 h o r i z o n t a l w e l l s . We use the packers, packers and 

14 p o r t system. You can see on the h o r i z o n t a l wellbore, 

15 we have black rectangles as w e l l as red rectangles. 

16 The black rectangles i n d i c a t e open hole 

17 packers. The red rectangles i n d i c a t e the p o r t s . So 

18 b a s i c a l l y these are mechanical open hole packers 

19 where we pressure up on them. They expand 

2 0 mechanically i n order t o hold the s t r i n g i n place, as 

21 w e l l as prevent f l u i d going up and down the wellbore. 

22 We s t a r t completion a t the toe. 

23 You can see p o r t number 1, 54 08 measured 

24 depth. We pumped i n the f i r s t one at 193,000 

25 g a l l o n s , roughly 194,000 gal l o n s roughly. We also 
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1 put sand i n those. I don't have those exact numbers. 

2 So we drop a b a l l . The b a l l seats. When t h a t b a l l 

3 seats, i t opens up the next p o r t i n which we f r a c the 

4 next one. 

5 I n t h i s Limousine 15 CD, we have a t o t a l 

6 of ei g h t p o r t s . Roughly i n the area, we t r y t o put 

7 them 200, 250 f e e t apart. Just v a r i e s on the w e l l . 

8 With the 8 0-acre l a t e r a l , we have done up t o nine 

9 p o r t s . With a f u l l m i l e , we j u s t ran 17 p o r t s . So 

10 what t h i s shows i s we have the a b i l i t y t o do -- t o 

11 have m u l t i p l e f r a c s i n one wellbore w i t h i n 40 acres 

12 w i t h one wellbore i n s t e a d of having t o d r i l l f o u r 

13 v e r t i c a l w e l l s , f o r example, l i k e we see i n the Yeso 

14 g e n e r a l l y up on the s h e l f where they are d r i l l i n g on 

15 up t o ten-acre spaces. 

16 Q One t h i n g on t h i s e x h i b i t i n l o o k i n g a t 

17 the p l a t r i g h t i n the middle of E x h i b i t 7, the 

18 surface l o c a t i o n i s a c t u a l l y i n the Unit B as i n boy? 

19 A Correct. 

20 Q But i t i s only -- the Limousine 15 CD i s 

21 only completed and p e r f o r a t e d i n Units C and D; i s 

22 t h a t correct? 

23 A That i s c o r r e c t . We put the surface 

24 l o c a t i o n o f f lease because of surface issues, as w e l l 

25 as maximizing our l a t e r a l l e n g t h . You can see t h a t I 
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have a red box t h a t says 3505 measured depth. That 

2 i s 965 from the n o r t h and 2310 from the west, which 

3 i s where we are l e g a l l y , and then we d i d not put our 

4 f i r s t p o r t u n t i l 3578. 

5 Q One f i n a l t h i n g t h a t you j u s t a l l u d e d t o 

6 t h a t i n c e r t a i n areas, the Glorieta-Yeso w e l l s , 

7 v e r t i c a l w e l l s , operators are d r i l l i n g them, p l a c i n g 

8 one w e l l i n each corner of a 40-acre u n i t ; i s t h a t 

9 c o r r e c t ? 

10 A Correct. 

11 Q And t h a t i s the -- they've determined t h a t 

12 those w e l l s are not capable of d r a i n i n g one w e l l per 

13 40 acres? 

14 A That i s my understanding. 

15 Q So the h o r i z o n t a l w e l l s accomplished the 

16 f a c t of doing what -- i n essence, what f o u r w e l l s i n 

17 a 4 0-acre t r a c t would do? 

18 A Yes, s i r . 

19 Q Were E x h i b i t s 2, 6 and 7 prepared by you 

20 or under your supervision? 

21 A Yes, s i r . 

22 Q And i n your o p i n i o n i s the g r a n t i n g of 

23 t h i s a p p l i c a t i o n i n the i n t e r e s t s of conservation and 

24 the p revention of waste? 

25 A Yes, s i r . 
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1 MR. BRUCE: Mr. Examiner, I move the J 

2 admission of E x h i b i t s 2, 6 and 7. 

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

4 MS. MUNDS-DRY: No o b j e c t i o n . 

5 MR. BROOKS: 2, 6 and 7 are admitted. 

6 ( E x h i b i t s 2, 6 and 7 admitted.) 

7 MR. BRUCE: I pass the witness. 

8 EXAMINATION 

9 BY MR. HALL: 

10 Q Mr. Lodge, l o o k i n g q u i c k l y at your E x h i b i t 

11 2, i t appears t h a t most of Mewbourne's h o r i z o n t a l 

12 p r o j e c t s are east, west; i s t h a t r i g h t ? 

13 A We a c t u a l l y do both. We have both. We 

14 have n o r t h , south and east, west w e l l s . The m a j o r i t y 

15 of what Concho Marbob has done has been n o r t h , south. 

16 Q Okay. 

17 A We know from some microseismic data we 

18 have t h a t we don't t h i n k n o r t h , south versus east, 

19 west matters as f a r as f r a c o r i e n t a t i o n . 

20 Q A l l r i g h t . And can you t e l l the hearing 

21 examiner what are the setback r u l e s f o r w e l l s i n 

22 these pools c u r r e n t l y ? 

23 A I would have t o defer t o the engineer. 

24 Q I f we look a t some of the l o c a t i o n s on 

25 here, does i t appear t h a t they are 33 0 f e e t o f f the 

PAUL BACA PROFESSIONAL COURT REPORTERS 
4afed9f6-ec7d-4d40-b660-4b1abf044d52 



1 sides of 
Page 28 j 

the quarter quarters? j 

2 A Yes. ! 

3 MR. BROOKS: And we w i l l take j 

4 a d m i n i s t r a t i v e n o t i c e t h a t t h a t i s the case. 

5 Q (By Mr. H a l l ) And Mewbourne i s not asking J 

6 f o r a change i n the setback r u l e s -- ! 

7 A No. 

8 Q -- under any of these pool r u l e s ; i s t h a t j 

9 r i g h t ? 

10 A No. 

11 Q Okay. I want t o ask you about a w e l l I 

12 be l i e v e you have planned i n Section 10. I t i s your 1 

13 Long Draw --

14 A Sure . 

15 Q -- CD; Can you l o c a t e t h a t f o r the 

16 hearing examiner? 

17 A I t i s not on t h i s because we haven't 

18 d r i l l e d it yet, but we have a projected well going \ 

19 through Uni t l e t t e r D and C of Section 10 of 20, 25. j 

20 I t w i l l be an 80-acre h o r i z o n t a l . 

21 Q And do you know what the footage l o c a t i o n 

22 i s f o r tha t ? 

23 A I t i s going t o be 350 from the n o r t h --

24 surface l o c a t i o n i s going t o be 350 from the n o r t h , 

25 280 from the east i n Section 9. 
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1 Q And you have two other v e r t i c a l w e l l s i n 

2 Unit C and D there? 

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

4 Q What do you propose t o do w i t h the 

5 allowables f o r a l l of those wells? 

6 A My understanding, you have t o share the 

7 allowables. 

8 Q You have t o apply f o r simultaneous 

9 dedication? 

10 A I don't know the answer t o t h a t , but I 

11 would assume so. 

12 Q Okay. I s there anything c o n s t r a i n i n g 

13 Mewbourne from d r i l l i n g the 10 CD w e l l i n , say, a 

14 n o r t h , south d r i l l ? 

15 A Not t o my knowledge. There might be some 

16 land issues as f a r as partners are concerned, but I'm 

17 not as f a m i l i a r --

18 Q Okay. Would a n o r t h , south p r o j e c t put 

19 you i n t o a l i t t l e b i t b e t t e r geology? 

2 0 A No, not i n my mind. 

21 Q Makes no d i f f e r e n c e stand up or l a y down? 

22 A I don't t h i n k so. Well, l e t me c l a r i f y . 

23 I t depends on where you want t o put t h a t n o r t h , 

24 south. 

25 Q Okay. Say between the e x i s t i n g wel l s? 
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1 Say 13 2 0 --

2 A Okay. 

3 Q -- and ran t h a t t o the south, i s t h a t 

4 possible? 

5 A I t h i n k i t would put us cl o s e r t o some of 

6 our v e r t i c a l w e l l s , which would not be what we would 

7 want t o do. 

8 Q And why not? 

9 A I t h i n k t h a t where we have i t planned i s 

10 okay as f a r as s t a y i n g away from our v e r t i c a l w e l l s , 

11 but as a general r u l e , you would l i k e t o stay f u r t h e r 

12 away i n t h a t u n i t from your v e r t i c a l w e l l s . 

13 Q And why? 

14 A Just so you don't a f f e c t t h a t v e r t i c a l 

15 w e l l . 

16 Q I s there a concern about drainage? 

17 A No, not i n my mind. 

18 Q What can you t e l l the hearing examiner 

19 from a geologic perspective t h a t w i l l s a t i s f y him 

20 t h a t l o c a t i o n s w i t h these higher allowables, 330 f e e t 

21 o f f the qu a r t e r , q u a r t e r l i n e s , won't cause drainage 

22 across the s e c t i o n l i n e s ? 

23 A I t i s a low perm environment. We have 

24 some sidewalk core data i n the area. I t shows very 

25 low perms, .01 t o 1 m i l l i d a r c i e s , m a j o r i t y of which 
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1 are probably in the .01 to .1 millidarcy phase. \ 

2 Q Okay. Do you know which w e l l s have 

3 s i d e w a l l core data? 

4 A We have s i d e w a l l core data on the Long 

5 Draw 10 F, which i s i n Section 10. We also have 

6 sidewalk core data i n Section 22 of 20, 25. 

7 Q I s i t your view t h a t the p e r m e a b i l i t y i s 

8 going t o be f a i r l y c o n s i s t e n t along the e n t i r e 

9 geographic scope of these pools? 

10 A Yes, i t i s . I t h i n k there i s some -- you 

11 might have some ra r e bugs or something t h a t are going 

12 t o be higher p e r m e a b i l i t y , but those aren't t o my 

13 knowledge mappable as f a r as the m a j o r i t y of the 

14 r e s e r v o i r . I t i s going t o be t h i c k and t i g h t . 

15 Q You t o l d us a l i t t l e b i t about your 

16 f r a c t u r e programs here. 

17 A Uh-huh. 

18 Q The completion techniques and f r a c t u r i n g 

19 techniques t h a t you're using, i s t h a t i n c r e a s i n g the 

20 drainage r a d i i f o r these h o r i z o n t a l wells? 

21 A As f a r as i f you're i n c r e a s i n g f l u i d or --

22 Q Drainage. 

23 A With how much f l u i d i s what I am asking? 

24 Q Any amount of f l u i d . 

25 A My question i s how are you going t o 
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2 amount of f l u i d ? 

3 Q I don't know. I am asking you. 

4 A No. 

5 Q You don't b e l i e v e your drainage r a d i i w i l l : 

6 increase w i t h the f r a c t u r e techniques you're 

7 employing? 

8 A No. I haven't done any drainage 

9 c a l c u l a t i o n s . That i s not my area. 

10 Q Okay. That was going t o be my next 

11 question. I f I ask you t h a t question, you can't t e l l | 

12 me what the drainage radius is? 

13 A Okay. 

14 Q You agree w i t h me? We're asking each 

15 other questions here. 

16 A Okay. Sure. 

17 Q We're out of sync. But you don't have any i 

18 testimony, no evidence t o o f f e r the hearing 

19 examiner - -

20 A No, s i r . 

21 Q -- about the drainage radius? 

22 A No. 

23 MR. HALL: No more questions. 

24 MR. BROOKS: Ms. Munds-Dry? 

25 MS. MUNDS-DRY: No questions. 
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MR. BROOKS: Well, I w i l l f o l l o w i 

2 r i g h t up on where Mr. H a l l l e f t o f f , and would i t be 

3 f a i r t o say t h a t your engineering witness w i l l j 

4 present some evidence on the area of drainage i n 

5 t h i s -- ! 

6 A I b e l i e v e he w i l l have some thoughts on 

7 t h a t . j 

8 MR. BROOKS: Okay. Basic t h i n g you 

9 t e s t i f i e d t o as I understand i t i s t h a t i n your j 

10 o p i n i o n t h i s Glorieta-Yeso formation i s continuous 1 

11 across -- j 

12 A Yes, s i r . j 

13 MR. BROOKS: So i f i t were a l l 

14 combined i n a s i n g l e pool, i t would p r o p e r l y be | 

15 c h a r a c t e r i z e d i n your o p i n i o n as a common source of 

16 supply? ! 

17 A Yes, s i r . | 

18 MR. BROOKS: Mr. Jones? 

19 MR. JONES: To c l a r i f y , the pool t h a t j 

20 you want t o expand includes the G l o r i e t a , but i t j 

21 doesn't i n c l u d e the -- I mean, the other pools don't 

22 include the G l o r i e t a according t o the nomen -- the 

23 way they are worded? 

24 A Uh-huh. | 

25 MR. JONES: I s there any s i g n i f i c a n c e ( 
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1 i n that? What I mean i s the G l o r i e t a out here, i s i t 

2 a t a r g e t --

3 A No. 

4 MR. JONES: - - a t a l l ? 

5 A My o p i n i o n i s t h a t i t i s not a t a r g e t . 

6 MR. JONES: Too s i l t y ? 

7 A Right. And not t o say -- there i s other 

8 operators i n the area t h a t have -- they have and have 

9 continued t o put p e r f s i n the G l o r i e t a . We have put 

10 them i n the lower p a r t of the G l o r i e t a maybe, but we 

11 don't t h i n k t h a t t h a t ' s the main t a r g e t . The main 

12 t a r g e t f o r us i s j u s t below the G l o r i e t a i n t o the 

13 dolomite. 

14 MR. JONES: But when the pool was 

15 created, the poo l , t h a t doesn't include the G l o r i e t a , 

16 the North Seven Rivers, Glorieta-Yeso. I t must have 

17 had some w e l l s i n i t i a l l y t h a t d i d p e r f o r a t e the 

18 Gl o r i e t a ? 

19 A To my knowledge, yes, there i s . 

2 0 MR. JONES: And t h a t was up n o r t h 

21 more? 

22 A Right, r i g h t . 

23 MR. JONES: Does i t become less 

24 prospective as you go south, the G l o r i e t a ? 

25 A I s t i l l t h i n k i t i s less prospective t o 
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1 the n o r t h as w e l l . 

2 MR. JONES: Okay. Just f o r the 

3 h o r i z o n t a l ones or f o r any type of d r i l l i n g and 

4 completion? 

5 A Any type of d r i l l i n g . A c t u a l l y , i f you 

6 look. Section 22 of 19, 25 on E x h i b i t 2, there i s two 

7 h o r i z o n t a l wellbores. You see there i s one i n Unit 

8 l e t t e r B and then one i n Unit l e t t e r D. Those are 

9 two Nearburg w e l l s t h a t were d r i l l e d -- h o r i z o n t a l s 

10 t h a t were kicked o f f and landed i n the G l o r i e t a . I 

11 b e l i e v e they have made some o i l . I don't have 

12 production numbers on them, but t o my knowledge, i t 

13 i s much less o i l than what we're making i n the ones 

14 t h a t we're landing i n the Yeso. 

15 MR. JONES: Do you go out and watch 

16 them d r i l l these wells? Are they p r e t t y successful 

17 i n d r i l l i n g as f a r as you want t o d r i l l h o r i z o n t a l l y ? 

18 A We have been. And now t h a t being said, we 

19 p e r s o n a l l y have only d r i l l e d a one mile long l a t e r a l , 

2 0 but we had no issues as we got down towards the end 

21 of i t . 

22 MR. JONES: And you're s a t i s f i e d 

23 you're s t a y i n g e x a c t l y where you want t o be 

24 v e r t i c a l l y ? 

25 A Yes, s i r . 
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1 MR. JONES: You don't t a l k about any 

2 of the members of the Yeso. I s t h a t because you're 

3 i n the Delaware Basin? Like the Paddock --

4 A I t h i n k i t i s probably - -as f a r as the 

5 Paddock, the B l i n e b r y , I t h i n k i t i s the same 

6 i n t e r v a l . We j u s t don't use t h a t name, t h a t 

7 nomenclature. 

8 MR. JONES: But you picked an 

9 i n t e r v a l f o r h o r i z o n t a l d r i l l i n g down a couple 

10 hundred f e e t i n t o the Yeso? 

11 A Right. And t o c l a r i f y , we do not land a l l 

12 of them r i g h t t h e r e . This one, we have some -- we 

13 t h i n k we have some b e t t e r r e s e r v o i r , deeper, so we 

14 landed t h i s one s p e c i f i c a l l y deeper. Now, the 

15 m a j o r i t y of the ones t h a t we have d r i l l e d , we land 

16 probably j u s t above t h a t second green marker. We 

17 g e n e r a l l y land i t there or even a l i t t l e b i t higher. 

18 That i s about 120 t o 150 f e e t below the base of the 

19 G l o r i e t a . 

2 0 MR. JONES: Do you get inv o l v e d i n 

21 your reserve c a l c u l a t i o n s ? Do they come t o you t o 

22 have the -- t o get the p o r o s i t y and the net 

23 thickness? 

24 A I t i s something t h a t we're p r e s e n t l y 

25 s t r u g g l i n g w i t h , but we continue t o do t h a t , but no, 
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1 we have not done many, or I haven't been i n v o l v e d i n 

2 doing t h a t . 

3 MR. JONES: So you don't work on the 

4 vo l u m e t r i c c a l c u l a t i o n s ? 

5 A I p e r s o n a l l y do not. 

6 MR. JONES: You've got some nice 

7 software t o crank out these maps. This microseismic 

8 s t u f f , I guess we can t a l k t o the engineer about 

9 t h a t . 

10 A I am sure he w i l l have some data on t h a t . 

11 MR. JONES: I don't have any more 

12 questions. 

13 MR. BROOKS: Nor do I . Do the 

14 lawyers have any follow-up? 

15 MR. BRUCE: No, s i r . 

16 MR. BROOKS: Very good. The witness 

17 may stand down. You may c a l l the next witness. 

18 BRIAN MONTGOMERY 

19 A f t e r having been f i r s t d u l y sworn under oath, 

20 was questioned and t e s t i f i e d as f o l l o w s : 

21 EXAMINATION 

22 BY MR. BRUCE: 

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

24 o f residence? 

25 A B r i a n Montgomery. T y l e r , Texas. 
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Q And who do you work f o r ? j 

2 A I work f o r Mewbourne O i l company. j 

3 Q What i s your j o b at Mewbourne? ! 

4 A I am a manager of economics r e s e r v o i r j 

5 engineering. 1 

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

7 d i v i s i o n ? 

8 A I have. 

9 Q And as a r e s e r v o i r engineer? 

10 A I have. 

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

12 accepted as a matter of record? j 

13 A They were. 1 

14 Q Are you f a m i l i a r w i t h the engineering 

15 r e l a t e d t o t h i s a p p l i c a t i o n ? j 

16 A Yes. 

17 Q And does your area of responsibility at \ 

18 Mewbourne include this part of Southeast New Mexico? • 

19 A I t does. 

20 MR. BRUCE: Mr. Examiner, I tender 

21 Mr. Montgomery as an expert r e s e r v o i r engineer. 

22 MR. BROOKS: Any objections? 

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

24 MS. MUNDS-DRY: No o b j e c t i o n . 

25 MR. BROOKS: So q u a l i f i e d . | 
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1 Q (By Mr. Bruce) Mr. Montgomery, l e t ' s j u s t 

2 s t a r t w i t h your E x h i b i t 8. What i s contained i n t h i s 

3 p l a t ? 

4 A E x h i b i t 8 i s a two-page t a b l e of the w e l l s 

5 t h a t we had p u b l i c data on, pr o d u c t i o n data f o r these 

6 f i e l d s , these pools up through September 15 when I 

7 p r i n t e d t h i s out, and i t i s sor t e d i n the date of 

8 f i r s t p r o d u c t i o n so you can see some of those e a r l y 

9 w e l l s at the beginning. 

10 Going across the t a b l e , you see I have a 

11 l i t t l e nickname. I use j u s t the l o c a t i o n , the lease 

12 name, the w e l l number, operator name, f i e l d name, the 

13 cumulative o i l , gas, water, f i r s t p roduction, l a s t 

14 production -- some of these w e l l s are o f f production 

15 now -- the months t h a t they were on production, and 

16 t h e r e f o r e , I can c a l c u l a t e the cumulative allowable. 

17 And then the overage or underage f o r those 

18 allowables. The l a s t column i s whether i t i s 

19 h o r i z o n t a l or v e r t i c a l . 

20 So the f i r s t page i f you w i l l n o t i c e , they 

21 are a l l V, they are a l l v e r t i c a l , and there are no 

22 w e l l s w i t h any problems being over the allowable. 

23 There was a time when these w e l l s were being 

24 developed t h a t f r a c t u r e d techniques were d i f f e r e n t . 

25 There were some good w e l l s , but there was nothing 
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1 t h a t was t h a t p r o l i f i c . 

2 I f you t u r n t o the second page, you w i l l 

3 see some of the newer v e r t i c a l w e l l s and a few 

4 h o r i z o n t a l w e l l s , and I would j u s t note the f i r s t 

5 h o r i z o n t a l w e l l there i s about a qua r t e r down the 

6 page, and i t i s the Noose Federal Com 6H by Marbob. 

7 Further down the page, there i s one t h a t i s 

8 h i g h l i g h t e d i n yel l o w as h o r i z o n t a l , and the yellow 

9 s i g n i f i e s t h a t the cumulative allowable i s over the 

10 statewide allowable f o r t h a t w e l l . 

11 There i s one v e r t i c a l w e l l t h a t showed up 

12 i n t h a t form. At the very bottom, i t i s a Mewbourne 

13 w e l l . I t has since d e c l i n e d n a t u r a l l y t o where i t i s 

14 no longer over i t s allowable. So t h i s i s j u s t a 

15 l i t t l e b i t of a background t o help go w i t h t h i s map. 

16 And I have s t u d i e d l o t s of Yeso f i e l d s . And when I 

17 studied t h i s one, I compared i t t o other f i e l d s , and 

18 t h i s gives us a good handle at t h a t p o i n t i n time of 

19 what was going on w i t h the development of t h i s f i e l d 

2 0 or these three pools. 

21 Q Let's move on t o your E x h i b i t 9. This i s 

22 more of a -- w e l l , t e l l the examiner what i t i s . 

23 A I t i s k i n d of a cartoon you might say or a 

24 diagram. 

25 Q I was going t o say. 
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1 A I t i s very l o c a l i z e d . You see t h i s i s the 

2 south h a l f of Section 10 and the n o r t h h a l f of 

3 Section 15 i n the Township 20 South, 25 East. Each 

4 small block i s a 40-acre u n i t , and the t o t a l block i s 

5 one square m i l e . There are 12 v e r t i c a l producers and 

6 one h o r i z o n t a l producer t h a t was t a l k e d about i n the 

7 previous e x h i b i t , the Limousine 15 CD #1. And you 

8 can see t h a t has the several f r a c s denoted w i t h the 

9 green e l l i p s i s a l l connected together. 

10 The v e r t i c a l w e l l s , they are f r a c t u r e 

11 t r e a t e d . As we heard, they are t h i c k , low 

12 p e r m e a b i l i t y dolomites. We t a l k e d a l i t t l e b i t about 

13 drainage. These aren't exact drainage areas, but I 

14 come up t y p i c a l l y w i t h t en t o 20 acres f o r these 

15 v e r t i c a l w e l l s when they are done w i t h t h e i r u l t i m a t e 

16 recovery, t h a t they w i l l have recovered at a ten 

17 percent, 15 percent recovery f a c t o r o n l y i n ten t o 20 

18 acres. 

19 Q Let me step i n there f o r a minute. These 

20 are a l l e x i s t i n g Mewbourne w e l l s i n the south h a l f of 

21 Section 10 and the n o r t h h a l f of Section 15? 

2 2 A That's c o r r e c t . They are Mewbourne 

23 operated. 

24 Q Except f o r the Limousine 15 CD, they were 

25 v e r t i c a l wel l s? 
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1 A That's c o r r e c t , yes. 

2 Q Have you i n l o o k i n g at the production data 

3 seen any i n t e r f e r e n c e , say, between the w e l l and --

4 the two w e l l s i n the east h a l f , southeast q u a r t e r of 

5 Section 10? 

6 A No, nothing s i g n i f i c a n t . Every once i n a 

7 while when we f r a c a w e l l , we w i l l see a l i t t l e b i t 

8 of f r a c water i n the nearby w e l l , but the production 

9 i s not a f f e c t e d . 

10 Q Okay. So t h a t would i n d i c a t e t h a t the 

11 drainage i n these w e l l s i s s u b s t a n t i a l l y less than 

12 40 acres? 

13 A That i s c o r r e c t . I t i s very e a r l y on t o 

14 know, but there i s no evidence of production 

15 i n t e r f e r e n c e t o where they would be competing f o r the 

16 same drainage. 

17 Q Go on w i t h your testimony. 

18 A Okay. And so as we found t h a t these --

19 these w e l l s are very economic t o d r i l l v e r t i c a l l y . 

20 The d e c i s i o n was made t o t r y h o r i z o n t a l w e l l s i n 

21 a d d i t i o n t o i n f i l l d r i l l i n g these v e r t i c a l l y , which 

22 i s what -- the normal course t h a t would occur. We 

23 heard e a r l i e r i n the same room about the Burch Keely 

24 U n i t . There are dozens, maybe hundreds, of Yeso 

25 w e l l s d r i l l e d on ten-acre spacing, v e r t i c a l w e l l s , 
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1 due t o the low p e r m e a b i l i t y nature of these 

2 r e s e r v o i r s . They j u s t aren't able t o d r a i n a 40-acre 

3 u n i t very w e l l . 

4 So we d r i l l a h o r i z o n t a l w e l l , and what we 

5 f i n d , we d i d a r e a l l y good j o b of d r a i n i n g -- we 

6 t h i n k we're going t o do a r e a l l y good job of d r a i n i n g 

7 these 40-acre u n i t s t h a t we d r i l l e d through. What we 

8 f i n d , even though i t i s very low p e r m e a b i l i t y , we can 

9 space the f r a c s so close together, t h a t the o i l 

10 doesn't have t h a t f a r t o t r a v e l t o get t o a f r a c t u r e d 

11 plane and i n t o the wellbore. 

12 And when we do t h a t , we're able t o maybe 

13 increase the recovery f a c t o r a l i t t l e . We don't get 

14 a l a r g e r area, but we j u s t do a b e t t e r job of g e t t i n g 

15 the o i l out of those 40-acre u n i t s , l i k e g e t t i n g 

16 m u l t i p l e f r a c s i n a s i n g l e w e l l . The rub was we 

17 became we had high, high o i l r a t e s and exceeded 

18 the allowables. 

19 Much l i k e Marbob before us, who asked f o r 

2 0 t e s t i n g allowables at maximum r a t e , we had asked f o r 

21 a t e s t i n g allowable at maximum r a t e f o r t h i s w e l l , 

22 and we were able t o produce 400, 500 b a r r e l s a day. 

23 The allowable f o r t h a t w e l l would be two 40-acre 
24 u n i t s , so 160 b a r r e l s a day t h a t we were able t o 

25 s u s t a i n h i g h r a t e s , close t o t r i p l e t h a t . 
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1 Now, the v e r t i c a l w e l l s may come on much 

2 above the i n i t i a l o i l allowable. They q u i c k l y 

3 d e c l i n e . And w i t h i n a few months, they are i n 

4 balance w i t h t h e i r allowable. 

5 Q Mr. Montgomery, i n l o o k i n g at the 

6 Limousine 15 CD, you have e i g h t l i t t l e ovals on t h a t . 

7 i s t h a t because you're using e i g h t p o i n t s of e n t r y 

8 when you are --

9 A We are. That's r i g h t . This w e l l was 

10 f r a c ' d e i g h t d i f f e r e n t times the same day, but an 

11 hour or two apart f o r each one, and i t allowed us t o 

12 create e i g h t p o i n t s i n those two 40-acre u n i t s . 

13 Q Okay. And using e i g h t f r a c s versus one, 

14 t h a t does create the p o t e n t i a l of high i n i t i a l o i l 

15 rate? 

16 A Yes, i t has many times. We have some 

17 other evidence t o show a f t e r t h i s about the a c t u a l 

18 productions from these w e l l s . 

19 Q Okay. Let's move on t o t h a t , and you've 

20 got a number of ch a r t s . And maybe f o r the f i r s t one, 

21 j u s t f u l l y describe what i s shown on the chart, and 

22 then f o r the r e s t of them, we can probably get --

23 s l i p through them a l i t t l e more q u i c k l y . 

24 A Okay. That i s a good p o i n t . This f i r s t 

25 c h a r t i s of a w e l l t h a t i s r i g h t next t o the s e c t i o n . 
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1 I f you r e f e r t o E x h i b i t 2, the map, i n loo k i n g t o 

2 Section 9 and t o the southwest q u a r t e r , Unit K, you 

3 see there i s a Gunsmoke 9 K. And I brought t h i s up 

4 t o show a h o r i z o n t a l w e l l next t o a v e r t i c a l w e l l t o 

5 t a l k about what the d i f f e r e n c e s are, and I've got a 

6 few more examples. 

7 And on t h i s p l o t , the o i l w i l l be i n 

8 green, the gas w i l l be i n red, and the blue w i l l 

9 be -- the water w i l l be i n blue, and then the gas o i l 

10 r a t i o i s i n a very l i g h t green w i t h a smaller dot. 

11 The scales are l o g a r i t h m i c , and you can see the o i l 

12 scale on the l e f t w i t h the gas and water and the gas 

13 o i l r a t i o scale on the r i g h t . 

14 At the very beginning of time, back i n 

15 December of '09, we f r a c t u r e t r e a t e d the w e l l . This 

16 i s a v e r t i c a l w e l l . And you see the w e l l came on 

17 b a r e l y able t o do the 8 0 b a r r e l s a day. That i s the 

18 allowable. I t came on maybe 100 b a r r e l s a day f o r 

19 j u s t a few days. So i t was never i n any need of any 

2 0 r e l i e f . This i s s o r t of r e p r e s e n t a t i v e of the more 

21 moderate r e s e r v o i r p r o d u c t i v i t y . We do have sections 

22 t h a t the v e r t i c a l w e l l s are much b e t t e r than these. 

23 And on the f a r r i g h t , you see the 

24 cumulative o i l production, gas pro d u c t i o n , and water 

25 production. And i f I could, I would l i k e t o go t o 
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1 the next e x h i b i t . 

2 Q Yes, s i r . 

3 A I f you put these side by side, what I'm 

4 t r y i n g t o show here i s t h a t the h o r i z o n t a l w e l l i n 

5 the same lower p r o d u c t i v i t y p a r t of the r e s e r v o i r i s 

6 much stronger than the v e r t i c a l w e l l . I n f a c t , my 

7 b e l i e f u l t i m a t e l y i t w i l l be s i x times as good as the 

8 u l t i m a t e one. And i f you t h i n k about d r i l l i n g two 

9 40-acre w e l l s , t h a t ' s twice as good. 20-acre spacing 

10 would be f o u r times as good. So i t would be 

11 equivalent of d r i l l i n g three w e l l s per 40. I t i s 

12 hard t o know t h a t e x a c t l y so e a r l y on, but t h a t i s 

13 a --

14 Q Go ahead. 

15 A -- i t i s obvious t h a t they are much 

16 stronger w e l l s . 

17 Q Just t o o r i e n t the examiners, on E x h i b i t 

18 11, the Gunsmoke 9 EF Fed i s d i r e c t l y n o r t h of the 

19 w e l l t h a t you j u s t t a l k e d about? 

2 0 A That's c o r r e c t . I'm s o r r y . Yeah, looking 

21 a t E x h i b i t 2, i t i s d i r e c t l y n o r t h , and i t i s an 

22 80-acre h o r i z o n t a l going and producing through Unit 

23 l e t t e r s E and F of Section 9. So i t s o i l allowable 

24 would be 160 b a r r e l s a day, and t h a t i s about a l l i t 

2 5 r e a l l y d i d t o be honest w i t h you. I t i s at maximum 
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1 r a t e . We're not choking i t back. I t began t o j 

2 decline from t h e r e . I t never had a problem w i t h i t s j 

3 curr e n t statewide o i l allowable, but i t does - - i f J 

4 you w i l l n o t i c e , look how long i t i s s u s t a i n i n g over j 
5 100 b a r r e l s a day compared t o a w e l l i n the same 

6 r e s e r v o i r . I t could o n l y do t h a t f o r a few days. 

7 And also n o t i c e the GOR. Although i t i s d i f f e r e n t , 

8 i t i s s i m i l a r . T y p i c a l GORs are 500 t o 2000. 

9 Q I t i s a very low GOR? 

10 A Very low GOR. I t i s . 

11 Q And, again, t h i s shows t h a t the -- t h i s i s 

12 a very shallow r a t e of de c l i n e i n t h i s well? 

13 A I t i s , yeah. And I would note t h a t these 

14 f l a t GORs help me f e e l confident t h a t t h i s i s a 

15 slow -- i t . i s going t o take years t o get t h i s o i l 

16 out. This i s a very t i g h t r e s e r v o i r t h a t i s -- I 

17 r e a l l y don't t h i n k i t i s a f f e c t e d by high, high 

18 r a t e s . 

19 Q And maybe t h i s i s a s i d e t r a c k . Have you 

20 c a l c u l a t e d what the l i f e of some of these w e l l s are? 

21 A They are 40 t o 70 years, I b e l i e v e . 

22 Q Whether v e r t i c a l or h o r i z o n t a l ? 

23 A That's c o r r e c t . Yeah, the b e t t e r v e r t i c a l 

24 w e l l s w i l l go longer, you know, c l o s e r t o 50 or 60 

25 years. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
4afed9f6-ec7d-4d40-b660-4b1abf044d52 



Page 48 
1 Q Okay. Let's move on t o E x h i b i t 12. 

2 Again, what i s t h i s ? 

3 A E x h i b i t 12 and 13 go together as a p a i r . 

4 So i f we want t o look a t them both, s t a r t i n g w i t h 

5 E x h i b i t 12, t h i s i s a v e r t i c a l w e l l very near the 

6 Limousine 15 CD h o r i z o n t a l w e l l t h a t we t a l k e d about 

7 a whi l e back. This w e l l i s due n o r t h . I f you look 

8 at E x h i b i t 2, i t i s i n Section 10, Unit l e t t e r M. I t 

9 came on a f t e r being f r a c ' d as a v e r t i c a l w e l l 

10 exceeding the 80 b a r r e l s a day allowable, but very 

11 s h o r t l y t h e r e a f t e r as we began t o f i l e papers, we 

12 were at the allowable, and so i t f e l l below the 

13 allowable. 

14 We f e l t we would be okay on a cumulative 

15 basis, and we were. I n j u s t two or three months, i t 

16 was back i n balance. I do want everyone t o n o t i c e 

17 t h a t the GOR i s t y p i c a l from what we saw i n Section 

18 9. This i s j u s t b e t t e r , t h i c k e r a c t u a l l y and a 

19 b e t t e r r e s e r v o i r . 

20 I f you look a t the next e x h i b i t , 13, you 

21 see the h o r i z o n t a l w e l l we have been t a l k i n g about 

22 t h a t was f r a c t u r e d s t i m u l a t e d e i g h t times over two 

23 d i f f e r e n t 40-acre u n i t s . I t was a very good w e l l . 

24 Came on at much b e t t e r r a t e s than the l a s t h o r i z o n t a l 

25 w e l l we j u s t t a l k e d about. I t i s i n a l i t t l e --

PAUL BACA PROFESSIONAL COURT REPORTERS 
4afed9f6-ec7d-4d40-b660-4b1abf044d52 



Page 49 
1 o b viously a l i t t l e b e t t e r p a r t of the r e s e r v o i r , much 

2 t h i c k e r . 

3 Here, we had t o apply f o r t e s t i n g r a t e s at 

4 maximum r a t e f o r 60 days t o see what we could f i n d 

5 out i n p r e p a r a t i o n f o r t h i s hearing. So a f t e r 60 

6 days, we pinched the w e l l back. And you can see the 

7 gas o i l r a t i o d i d go up, but very s i m i l a r , and then 

8 p u l l e d back down a l i t t l e b i t . I don't b e l i e v e t h a t 

9 t h a t i s t h a t s i g n i f i c a n t , but what i t does show us i s 

10 t h a t t h i s i s a b e t t e r -- t h i s i s b e t t e r than the 

11 Gunsmoke Section, Section 9. 

12 So here we have a h o r i z o n t a l w e l l t h a t 

13 gives us a problem w i t h o i l allowables. What do we 

14 do? Do we j u s t r e s t r i c t them? We spent a l o t of 

15 money on h o r i z o n t a l w e l l s . Or do we work w i t h the 

16 Commission t o t r y t o work out a higher allowable? 

17 Q And what about the next p l a t ? 

18 A The next p l a t i s -- the next two or three 

19 are j u s t s o r t of supplementary because I wanted t o 

20 put out the r e s t of the h o r i z o n t a l w e l l s t o be 

21 honest. This i s a Mewbourne w e l l . I t i s also on 

22 E x h i b i t 2. You can f i n d i t i n Section 34 n o r t h of 

23 where we have been l o o k i n g up i n the next township. 

24 I t i s a n o r t h , south 80-acre w e l l on the f a r east 

25 side, and i t i s o f f s e t t i n g a couple of Marbob 
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1 h o r i z o n t a l w e l l s t h a t are i n Section 35. 

2 So i f you look i n the 19, 25, Section 34, 

3 the east h a l f of the southeast quarter, you w i l l see 

4 t h i s w e l l . I t was f r a c t u r e s t i m u l a t e d very s i m i l a r . 

5 Although i t i s n o r t h , south, there wasn't much 

6 d i f f e r e n c e -- and you can see we had a very good 

7 w e l l . Again, we were very near the allowable t h a t we 

8 were okay w i t h on the statewide basis. 

9 160 b a r r e l s of o i l per day i s what t h i s 

10 w e l l has r i g h t now. I t i s bouncing around i t s 

11 allowable. I t might s t r u g g l e a l i t t l e t o stay under 

12 i t s cumulative allowable, but I b e l i e v e i t i s 

13 s l i g h t l y under the allowable r i g h t now, i t s 

14 cumulative basis, and i t has got a t y p i c a l GOR 

15 p r o f i l e . 

16 Q A very constant GOR? 

17 A I t i s , yeah. And then the next e x h i b i t , 

18 15, i s the w e l l r i g h t next t o i t . A l i t t l e b i t 

19 b e t t e r -- w e l l , a l o t b e t t e r p a r t of the r e s e r v o i r . 

20 F o r t u n a t e l y f o r us, we n o t i c e d t h a t i n Section 35, 

21 Marbob d r i l l e d several h o r i z o n t a l w e l l s , of which we 

22 b e l i e v e t h i s one j u s t happens t o be i n the sweetest 

23 spot of the r e s e r v o i r . Their other w e l l s aren't t h i s 

24 good. They are a l l very good, but t h i s one i s 

25 extremely good. 
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1 They app l i e d f o r maximum t e s t i n g f o r a 

2 pe r i o d of time, f o r three months, and they d i d t h a t . 

3 You can see the w e l l got up t o over 500 b a r r e l s a day 

4 -- I t h i n k even 800 b a r r e l s one day. 

5 MR. BROOKS: Which w e l l i s t h i s ? 

6 A This would be E x h i b i t 15, the Noose 

7 Federal 6H. And i t i s r i g h t next t o the w e l l we j u s t 

8 looked a t i n 34, so i t would be i n the west h a l f of 

9 the southwest qu a r t e r of 35. 

10 MR. BROOKS: Okay. The number 6H, 

11 I'm t r y i n g t o f i n d t h a t . 

12 A I t i s k i n d of --

13 MR. BROOKS: Oh, I see. I t ' s the 

14 Noose Federal 6. I t doesn't l i m i t -- the H doesn't 

15 come out. 

16 A Right. 

17 MR. BROOKS: Okay. 

18 A And t h a t gave me a b r i e f time t o remember 

19 I f o r g o t t o say one t h i n g on the previous production 

20 p l o t i n Section 34. I t was the f i r s t time we d r i l l e d 

21 r i g h t through a se c t i o n t h a t had two producing w e l l s 

22 i n i t . We bought the two w e l l s . They were down t o 

23 almost nothing t o be honest. So we knew even i f we 

24 had some e f f e c t on them, i t would be minimal compared 

25 t o i f we made a good w e l l . So we don't see any 
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1 e f f e c t on those w e l l s , but t o be honest, they weren't 

2 doing anything anyway. 

3 But what i t t e l l s me i s those w e l l s d i d n ' t 

4 d r a i n those 4 0s. They d i d n ' t come close t o d r a i n i n g 

5 those 4 0s. These two h o r i z o n t a l w e l l s , the Marbob 

6 w e l l we're l o o k i n g a t now and our Lakewood w e l l , are 

7 f a n t a s t i c w e l l s i n a place where there were already 

8 two o l d Yeso w e l l s t h a t were f r a c ' d and had produced, 

9 and I t h i n k they made 20,000 or 30,000 b a r r e l s 

10 apiece. 

11 Q (By Mr. Bruce) So what you're saying, 

12 Mr. Montgomery, i s two t h i n g s . That your 

13 h o r i z o n t a l --

14 A Lakewood. 

15 Q -- Lakewood IP w e l l d i d n ' t have any e f f e c t 

16 on the two o l d e r Yeso w e l l s , but by the same token, 

17 they had no e f f e c t on your new well? 

18 A That's c o r r e c t . That's c o r r e c t . So the 

19 Federal 6H on E x h i b i t 15 i s another example. I would 

20 p o i n t out one or two other t h i n g s on t h i s p a r t i c u l a r 

21 w e l l . You know, I v i s i t w i t h Nearburg and I v i s i t 

22 w i t h Concho and a l l of these operators, and Concho 

23 Marbob t o l d me the way they t r y t o keep t h e i r 

24 allowable balanced a f t e r t h e i r maximum t e s t i n g was t o 

25 shut the w e l l i n and b r i n g the w e l l back on. 
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1 There i s a problem w i t h t h a t . We have H2S 

2 here, and we t r e a t w i t h -- f o r both scale and 

3 co r r o s i o n w i t h a chemical. And we need t o keep t h a t 

4 f l u i d moving; otherwise, we get a stagnant f l u i d t h a t 

5 may impact the t u b i n g and the casing. So f i g u r i n g 

6 out j u s t how t o c u r t a i l these w e l l s has been 

7 important. We have done something d i f f e r e n t than 

8 what they d i d , but i t i s a problem t h a t we worry 

9 about, t h a t by having t o r e s t r i c t these w e l l s , we can 

10 have a d d i t i o n a l costs and problems w i t h c o r r o s i o n and 

11 scale. 

12 And then moving on t o E x h i b i t 16, again, 

13 f o r completeness, t h i s i s another w e l l t h a t i s over 

14 i t s allowable, and i t was ap p l i e d f o r the t e s t i n g 

15 p e r i o d , and so i t produced wide open. Didn't have 

16 any gas pro d u c t i o n a t f i r s t . You can see t h i s i s the 

17 Grave Digger State #1 i n Section 2, 20, 25, and i t i s 

18 a f u l l m i l e l a t e r a l . You can see i t i n blue. North, 

19 south i n Section 2 on the west h a l f of the west h a l f . 

2 0 And so w i t h a f u l l m i l e , you're going t o 

21 have even more f r a c s . Should have even a b e t t e r 

22 long-term w e l l . More t o t a l recovery. You don't 

23 always get the r i g h t m u l t i p l e up f r o n t t h a t f i r s t 

24 month, but i d e a l l y , I t h i n k we would draw at l e a s t a 

25 f u l l m i le i f we had t h i s blank s l a t e , which we don't. 
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1 But t h i s i s another w e l l t h a t i s over i t s allowable, 

2 and they have reduced i t s r a t e down t o 320 b a r r e l s a 

3 day, which i s the c u r r e n t allowable f o r a f u l l mile 

4 l a t e r a l , but i t i s being choked back. 

5 The GOR, I don't have the f i r s t month of 

6 gas, but you can see i t i s a t y p i c a l GOR. Even at 

7 these high r a t e s , the GORs don't do anything strange. 

8 That's the l a s t of those k i n d of p l o t s . 

9 Q Okay. Let's switch gears a l i t t l e b i t . 

10 What are your next s e r i e s o f three e x h i b i t s , s t a r t i n g 

11 w i t h E x h i b i t 17? 

12 A These are e x h i b i t s f o r the b e n e f i t of the 

13 OCD t o show the amount of allowable overage we have 

14 f o r these b i g w e l l s . There i s r e a l l y j u s t three t h a t 

15 we're worr i e d about r i g h t now. As we d r i l l more 

16 w e l l s , t h a t i s going t o continue f o r a l l three 

17 operators, and there are other operators i n v o l v e d . 

18 The f i r s t one would be the Grave Digger. 

19 I t ' s the same w e l l we j u s t looked a t . I t 1 s a 

20 s l i g h t l y d i f f e r e n t p l o t . I t shows o i l production. 

21 There i s no gas or water, but i t shows the same peak 

22 i n o i l p r o d u c t i o n a t 700 b a r r e l s a day. 

23 And I p l o t t e d on here the o i l allowable, 

24 and i n p u r p l e , there i s a s t r a i g h t l i n e t h a t shows 

25 what the cumulative o i l allowable would be day a f t e r 
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1 day added up. The green l i n e i s the cumulative o i l 

2 production. So you can see on t h i s w e l l , f o r a 

3 w h i l e , i t was below i t s cumulative allowable, but by 

4 producing over 32 0 b a r r e l s a day, i t q u i c k l y got 

5 above i t s cumulative allowable. And i f you look at 

6 the end p o i n t , which i s as of October 1 -- I should 

7 have put t h a t on there -- these three p l o t s a l l end 

8 on October - 1. This w e l l i s about 9,000 b a r r e l s over 

9 i t s c u r r e n t allowable w a i t i n g f o r t h i s hearing, and 

10 i t i s being kept at i t s c u r r e n t allowable today. 

11 The next two p l o t s are very s i m i l a r . I t 

12 i s the Noose Federal 6 we t a l k e d about a whi l e ago. 

13 That w e l l i s , again, i n Section 35, and t h i s i s the 

14 same type of p l o t showing t h a t w i t h those high r a t e s , 

15 of course, i t got over i t s allowable, but once they 

16 s t a r t e d t o hold i t t o i t s allowable, those purple and 

17 green l i n e s became p a r a l l e l . You can see t h a t w e l l 

18 i s about 25,000 b a r r e l s over i t s statewide allowable. 

19 And then the l a s t one i s the Mewbourne 

2 0 w e l l , which we're most concerned about, of course, 

21 and ever since we reduced our pro d u c t i o n r a t e , the 

22 two l i n e s , the cumulative o i l and the cumulative o i l 

23 allowable begin t o p a r a l l e l , but of course, we're 

24 over our cumulative allowable, and t h a t ' s about 

25 16,000 b a r r e l s . 
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1 Q Even though the w e l l s are over t h e i r 

2 cumulative allowable, r i g h t now, these three w e l l s 

3 are producing a t the statewide allowables? 

4 A They are. 

5 Q They are. 

6 A There has been no e f f o r t r e a l l y t o t r y t o 

7 make t h a t up. We're r e a l l y w a i t i n g on t h i s hearing, 

8 and we would l i k e t o get those allowables 

9 grandfathered i n t o where we don't have t o make 

10 those up. 

11 Q The overages, you would l i k e them excused? 

12 A I would, yes. We would. 

13 Q I f t h i s a p p l i c a t i o n i s granted, 

14 Mr. Montgomery, do you see any negative impact on the 

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

16 A No, I do not. 

17 Q Do you see where waste w i l l occur by 

18 i n c r e a s i n g the d a i l y allowable? 

19 A No. 

20 Q Does the f a c t t h a t these w e l l s show a f l a t 

21 GOR i n d i c a t e t h a t there i s no damage t o the r e s e r v o i r 

22 by i n c r e a s i n g the allowable? 

23 A Yes, t o some degree, t h a t i s important. 

24 Q And, again, g e t t i n g back t o the drainage 

25 areas, you don't see any e f f e c t on o f f s e t w e l l s , 
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v e r t i c a l or h o r i z o n t a l , a t the cu r r e n t w e l l spacing j 

2 rules? | 

3 A No. 

4 Q I n your o p i n i o n i s the g r a n t i n g of t h i s 

5 a p p l i c a t i o n i n the i n t e r e s t of conservation and the 

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

7 

8 

A I t i s . 

Q Now, one t h i n g i s at t h i s p o i n t , Mewbourne 

9 seems t o t h i n k t h a t d r i l l i n g h o r i z o n t a l l y i s the best 

10 way t o develop t h i s r e s e r v o i r ? 

11 A Everything else being equal, yes. 1 

12 Q And the h o r i z o n t a l w e l l s do cost more than j 

13 a s i n g l e v e r t i c a l well? j 

14 A Yes. ! 

15 Q Do you see a benefit in increasing -- the ] 

16 production to increase -- to recuperate costs at a \ 

17 more r a p i d rate? 

18 A Abso l u t e l y . H o r i z o n t a l s would be much 

19 b e t t e r a t t h a t . 

20 Q Make i t more economical f o r the operators 

21 t o d r i l l i n the pool? 

22 A And g e t t i n g more out of each 40, get a 

23 higher recovery f a c t o r out of each 40, much higher. 

24 Q Were E x h i b i t s 8 through 19 prepared by you j 

25 or under your supervision? 
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1 A They were prepared by myself. 

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

3 admission of E x h i b i t s 8 through 19. 

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

5 MS. MUNDS-DRY: No o b j e c t i o n . 

6 MR. BROOKS: 8 through 19 are 

7 admitted. 

8 ( E x h i b i t s 8 through 19 admitted.) 

9 MR. BRUCE: I pass the witness. 

10 MR. BROOKS: Mr. Hall? 

11 EXAMINATION 

12 BY MR. HALL: 

13 Q Mr. Montgomery, i f you r e f e r back t o your 

14 E x h i b i t 9 --

15 A Okay. 

16 Q -- showing your drainage here, and i f I 

17 understood you c o r r e c t l y , these e l l i p s i s are 

18 demonstrating approximately ten t o 20 acres of 

19 drainage? 

2 0 A They are j u s t diagrams showing 

21 approximately the angle t h a t I t h i n k these f r a c s are 

22 going and the dimensions of the e l l i p s i s , but they 

23 are not meant t o been an exact number of acres. 

24 Q I see. 

25 A But I s tand by my comment t h a t t en t o 
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1 20 acres per v e r t i c a l w e l l would be what I would j 

2 estimate these would d r a i n u l t i m a t e l y . 

3 Q A l l r i g h t . And some of the e l l i p s i s , f o r 

4 instance, the LD 10M #1, the v e r t i c a l w e l l , i s 

5 showing drainage across the s u b d i v i s i o n boundary? 

6 A I t i s . Although, I don't know t h a t i t 

7 does t h a t . 

8 Q We should e s t a b l i s h t h a t current setback 

9 r u l e s are 330? 

10 A Yes, they are. 

11 Q And you're asking f o r those t o remain i n 

12 place? 

13 A Yes, we are. 

14 Q I f we look a t the h o r i z o n t a l w e l l t h e r e , 

15 at the Limousine 15 CD IH, i t i s showing m u l t i p l e 

16 e l l i p s i s , and i f we look at -- I guess t h a t would be 

17 Unit D i n Section 15, the equivalent of fou r e l l i p s i s 

18 t h e r e , so i s i t accurate t o say we're d r a i n i n g 

19 80 acres out of Unit D? 

20 A No. What would be accurate t o say i s 

21 we're d r a i n i n g more than one v e r t i c a l f r a c would be 

22 d r a i n i n g . I t depends on what one v e r t i c a l f r a c t r u l y 

23 d r a i n s , whether i t i s ten acres or 2 0 acres, and i t 

24 depends on how b i g of a f r a c you put i n there and 

25 rock and other t h i n g s . These are j u s t t o demonstrate 
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1 some general concepts. 

2 Q Okay. None of your h o r i z o n t a l w e l l s are 

3 being d r i l l e d c l o s e r than 330 f e e t t o any of the 

4 v e r t i c a l w e l l s ; i s t h a t c o r r e c t ? 

5 A Exactly. That's statewide r u l e s , and 

6 t h a t ' s what we're doing. 

7 Q Okay. Even w i t h i n the same --

8 A Oh, I'm sorr y . You s a i d next -- repeat 

9 your question. 

10 Q Are any of your h o r i z o n t a l wellbores 

11 c l o s e r than 330 f e e t t o any v e r t i c a l wellbores w i t h i n 

12 the same 40? 

13 A I would have t o look at the Lakewood. I 

14 bet the Lakewood i s t o be honest w i t h you, but I 

15 would have t o measure. I don't know f o r a f a c t . 

16 Q On the f r a c t u r e treatments i n your 

17 h o r i z o n t a l w e l l s , d i d you see any f r a c t u r e water, 

18 f r a c t u r e f l u i d s coming out of your v e r t i c a l wells? 

19 A We d i d see a l i t t l e b i t -- i t ' s hard 

2 0 because they are done by tank b a t t e r y . We saw a 

21 couple of v e r t i c a l w e l l s t h a t have t h a t e f f e c t , and 

22 we saw a -- I b e l i e v e the 10M #1 i n t h i s -- on t h i s 

23 h o r i z o n t a l w e l l showed a l i t t l e b i t of f r a c f l u i d 

24 come i n . And we're not sure what f i n a l l y gets 

25 propped versus what gets pumped and what f i n a l l y gets 
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a v a i l a b l e f o r drainage from -- o r i g i n a l l y propagates 

2 out. I t i s a d i f f i c u l t t h i n g t o know j u s t what t h a t j 

3 effect is. \ 

4 Q I f you're recovering f r a c f l u i d s l i k e 

5 t h a t , i s t h a t an i n d i c a t i o n t o you t h a t you're l i k e l y ! 

6 going t o see i n t e r f e r e n c e more than 33 0 f e e t away? 

7 A No. This i s not the only place we've 

8 d r i l l e d h o r i z o n t a l w e l l s . And time a f t e r time, we 

9 w i l l see -- sometimes an o f f s e t w i l l take -- t h a t day 

10 takes some f r a c f l u i d , a producing w e l l , and then 

11 months l a t e r , look back and see no detriment t o i t , 

12 and the same i s t r u e w i t h these w e l l s . 

13 Q No detriment i n terms of producing rates? ; 

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

15 Q Your E x h i b i t 14, your p l o t on your 

16 Lakewood 34 Fed IP IH --

17 A Okay. ! 

18 Q -- and t h a t ' s o f f s e t t i n g your w e l l t o the 

19 west of -- i f I have the r i g h t name, the Unit Pan 

20 Canadian A 2? That's the same i n t e r v a l ? 

21 A Right. Those were -- I would have t o look 

22 on t h a t t a b l e , but some of those were renamed by a | 

23 l a t e r operator. I c a l l those the Lakewood 1, 2, and 

24 3 w e l l s , which are the v e r t i c a l w e l l s i n t h a t j 

25 s e c t i o n , but we could f i n d the exact name i f you need 
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1 t o . 

2 Q Don't need the name. I j u s t want t o know 

3 whether the h o r i z o n t a l completion was i n the same 

4 i n t e r v a l as the v e r t i c a l --

5 A Yes, i t was. 

6 Q T e l l us how you came up w i t h an allowable 

7 of 240 b a r r e l s . 

8 A Well, we looked at the v e r t i c a l w e l l s t h a t 

9 were p r o l i f i c , and even though they d i d n ' t s u s t a i n 

10 those r a t e s , we had w e l l s t h a t were able t o t r i p l e 

11 the o i l allowable, and so we f e l t l i k e t h a t ' s what we 

12 should ask f o r . On top of t h a t our one h o r i z o n t a l 

13 w e l l t h a t ' s so good i s doing about t r i p l e or could do 

14 about t r i p l e i t s allowable of -- l e t ' s see, 80 and 

15 80, 160, three times t h a t , 480, yeah, t h a t w e l l could 

16 do about 480, I t h i n k even 500 b a r r e l s a day. 

17 So by the performance of the a c t u a l w e l l s , 

18 we saw t h a t more than one instance, i n c l u d i n g some of 

19 the other operators, t h a t three times was not 

20 unusual. 

21 Q And requesting a t e s t allowable i s not an 

22 e f f i c i e n t way f o r you a l l t o produce those w e l l s and 

23 b r i n g i t back i n t o balance a f t e r the t e s t period? 

24 A I'm not sure I f o l l o w the question. 

25 Q I s there any other method under the r u l e s 
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1 a v a i l a b l e t o an operator t o produce a w e l l i n access 

2 of the e s t a b l i s h e d allowable, of the depth bracket 

3 allowable so t h a t you're exceeding t h a t and then 

4 b r i n g i n g i t back i n t o balance other than requesting a 

5 change of the pool rules? 

6 A There i s new f i e l d discovery allowable, 

7 and I am not an expert i n t h i s p a r t , so I probably 

8 have t o say I'm not sure t o your question. 

9 Q New f i e l d discovery, you have t o be more 

10 than a mile away from e x i s t i n g pools? 

11 A I w i l l take your word on t h a t . 

12 Q Okay. I s i t your view t h a t operators have 

13 enough data from the h i s t o r i c p r o d u c t i o n from these 

14 h o r i z o n t a l w e l l s so t h a t the hearing examiner can 

15 make a d e c i s i o n w i t h confidence t h a t i n t e r f e r e n c e 

16 won't r e s u l t ? 

17 A Yes. 

18 Q What i s the basis of that? 

19 A Well, I would t h i n k t h a t i t i s a 

20 combination of t h i n g s . We have the Lakewood example 

21 where there are w e l l s t h a t c l e a r l y produce, and we 

22 s t i l l have a l l of t h i s unrecovered o i l , and we went 

23 i n and f r a c ' d the h o r i z o n t a l w e l l and made a very 

24 good w e l l . We have evidence of a m u l t i t u d e of pools 

25 and dozens of Morrow w e l l s t h a t are d r i l l e d on 

PAUL BACA PROFESSIONAL COURT REPORTERS 
4afed9f6-ec7d-4d40-b660-4b1 abf044d52 



1 
Page 64 

ten-acre spacing anyway i n Yeso pools. We have 

2 geologic evidence t h a t shows t h i s Yeso i s very low 

3 p e r m e a b i l i t y , and those don't lend themselves t o 

4 d r a i n i n g l a r g e areas, so I t h i n k t h i s i s an 

5 appropriate time t o ask f o r t h i s . 

6 Q I f we look at your E x h i b i t 8, i t appears 

7 t h a t on a l l of your h o r i z o n t a l d r i l l s , none of those 

8 w e l l s are o l d e r than 2009 vintage? 

9 A Yes, t h a t ' s c o r r e c t . I t i s a f a i r l y new 

10 technique a p p l i e d over many, many r e s e r v o i r s and many 

11 pools. 

12 MR. HALL: No f u r t h e r questions. 

13 MR. BROOKS: Ms. Munds-Dry? 

14 MS. MUNDS-DRY: No questions. 

15 MR. BROOKS: I t h i n k I w i l l defer t o 

16 Mr. Jones here. 

17 MR. JONES: Okay. Just f o r my own 

18 education, I am gla d t o see r e s e r v o i r engineers are 

19 working on primary recovery again i n s t e a d of j u s t 

20 waterfloods and C02 f l o o d s . 

21 A Yeah. 

22 MR. JONES: What's the g r a v i t y , o i l 

23 g r a v i t y out there? I f o r g o t . 

24 A 38. 

25 MR. JONES: 38, so i t ' s p r e t t y 
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1 normal. And the bubble point? [ 

2 A We don't have a handle on t h a t , but we 

3 t h i n k i t i s close t o the o r i g i n a l r e s e r v o i r pressure ! 

4 based on j u s t estimates of depth around 1,100, 

5 1,200 pounds. j 

6 MR. JONES: Your GORs are hovering j 

7 around 1,000. 

8 A I would use an i n i t i a l GOR c l o s e r t o 500, j 

9 600. I 

10 MR. JONES: Oh, okay. i 

11 A S o l u t i o n GOR. 

12 MR. JONES: Okay. 

13 A These are so t i g h t , they begin t o give up 

14 gas almost immediately. 

15 MR. JONES: Okay. But despite the j 

16 f a c t t h a t -- should we wait? 1 

17 A I am good without him. 

18 MR. JONES: Okay. Despite the f a c t ! 

19 t h a t you f r a c these t h i n g s p r e t t y h e a v i l y , i s n ' t i t | 

20 t r u e t h a t very r a p i d l y , your p r o d u c t i o n i s c o n t r o l l e d 

21 by your t i g h t r a d i a l r e s e r v o i r drainage? 

22 A Yes. That's w e l l put. 

23 MR. JONES: Okay. I guess I will go \ 

24 on w i t h -- are you convinced t h i s i s a s o l u t i o n gas | 

25 d r i v e r e s e r v o i r ? 
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1 A I am. 

2 MR. JONES: No water d r i v e s 

3 whatsoever out there? 

4 A None. 

5 MR. JONES: Are you of the o p i n i o n 

6 t h a t s o l u t i o n gas d r i v e r e s e r v o i r s do not r e a l l y need 

7 a l i m i t i n g p r o d u c t i o n rate? They won't be harmed by 

8 production as high as you can get them, e s p e c i a l l y a t 

9 these low p e r m e a b i l i t i e s ? 

10 A That's the key. Yeah. I f you have very 

11 low p e r m e a b i l i t y , I don't t h i n k there i s any 

12 s i g n i f i c a n t problem w i t h high production r a t e s i f you 

13 can get them through a h o r i z o n t a l or through a 

14 f r a c t u r e or m u l t i p l e f r a c t u r e s and h o r i z o n t a l . 

15 MR. JONES: Okay. Do you have any 

16 papers or anything t h a t ' s i n t u i t i v e t o us, but do you 

17 have anything t h a t ' s -- anything w r i t t e n about t h i s ? 

18 A I don't have anything I can p o i n t you t o 

19 corroborate t h a t , but I j u s t lead you t o the wealth 

2 0 of w e l l s out here. The evidence i s overwhelming. 

21 MR. JONES: Okay. 

22 A These t i g h t Yeso w e l l s , t h a t when t h a t 

23 t h i r d o r f o u r t h w e l l i n a 40-acre u n i t comes on and 

24 i t s t i l l has - - you know, maybe not as good, but ve ry 

25 s t rong reserves , you know, t h a t these w e l l s a r e n ' t 
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1 d r a i n i n g l a r g e areas, and t h a t the high r a t e s are not 

2 a f f e c t i n g them. 

3 MR. JONES: Okay. I s your f r a c 

4 treatments h u r t by your high rates? 

5 A My f r a c treatments hurt? 

6 MR. JONES: What I mean i s you p u l l 

7 back a bunch of sand by l e t t i n g the w e l l f l o w --

8 A Oh, I see. No, we -- everybody f r a c s 

9 these d i f f e r e n t l y . They are such low p e r m e a b i l i t y 

10 here t h a t we have gone t o a s l i c k water, very low 

11 loading g e l w i t h s t i l l a s u b s t a n t i a l amount of sand, 

12 but in s t e a d of the t r a d i t i o n a l f r a c i t at one pound 

13 per g a l l o n , and two, t h r e e , f o u r where you pack sand 

14 close t o the wellbore, we pump sweeps of sand out 

15 i n t o the r e s e r v o i r t o help open -- keep some th i n g s 

16 open and d i v e r t . 

17 We o v e r f l u s h , which means we pump pure 

18 water a f t e r every stage, a f t e r every p o r t , and see no 

19 detriment. And we see some sand back, but not as 

2 0 much. We've t r i e d i t both ways. We t r i e d pumping 

21 the t y p i c a l Nearburg and Marbob s t y l e f r a c s , but we 

22 p r e f e r our own. 

23 MR. JONES: Speaking o f those f r a c s , 

24 have you tagged any o f the sand? 

2 5 A We have. 
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1 MR. JONES: Do you see -- does your 

2 f r a c sand -- the height growth l i m i t e d out here at 

3 a l l by the r e s e r v o i r ? 

4 A I t grows high very e a s i l y . We tag 

5 v e r t i c a l f r a c s w i t h two stages, so we pump the bottom 

6 stage w i t h a tag, and we set a plug . And when we 

7 f r a c the second stage and begin producing, we 

8 immediately saw t h a t t ag. And these were 200 f e e t 

9 apart, bottom p e r f t o top p e r f . So we know we have 

10 good height growth, which helps the h o r i z o n t a l s . We 

11 have t o have t h a t , and we have done microseismic t o 

12 show height growth also. 

13 MR. JONES: You t h i n k i t i s 

14 t e c t o n i c a l l y balanced so t h a t your f r a c s are 

15 v e r t i c a l , but they are o r i e n t e d k i n d of no r t h , east, 

16 south, west? 

17 A We had one s t r a i g h t v e r t i c a l , and we had 

18 one t h a t was t i l t e d t en degrees. 

19 MR. JONES: T i l t e d a l i t t l e b i t ? 

2 0 A Yeah. 

21 MR. JONES: You can a c t u a l l y t e l l 

22 t h a t w i t h your microseismic --

23 A Yeah. 

24 MR. JONES: Do you have a l o t o f 

25 t o r t u o s i t y around the we l lbo res and more i f you d r i l l 
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2 A We haven't e s t a b l i s h e d t h a t . The f r a c 

3 o r i e n t a t i o n i s not 45 degrees, but i t i s close enough j 

4 to where we f e e l l i k e i t i s okay t o d r i l l e i t h e r 

5 

6 

nor t h , south or east, west. We have shown by good 

producers t h a t both work. We haven't had a problem 

7 --we don't have any problems p u t t i n g away the f r a c 

8 j obs. 

9 MR. JONES: Okay. But you're 

10 t a r g e t i n g i t seems l i k e , i f I heard c o r r e c t l y , one 

11 zone i n the Yeso. Does t h i s mean t h a t you might be 

12 able t o t a r g e t some d i f f e r e n t l e v e l s i n the Yeso 

13 someday and --

14 A I f you have a t h i c k enough i n t e r v a l , you 

15 have t o make a d e c i s i o n where you're going t o land 

16 i t . I f you have a 100-foot i n t e r v a l , you land i t 

17 near the bottom of t h a t 100 f e e t and you'd probably 

18 be okay, and even 200 f e e t . But some of these are 

19 300 f e e t i n our v e r t i c a l producers. 

20 MR. JONES: Oh, okay. 

21 A And they are good w e l l s , so t h a t could 

22 happen. I remember hearing the Burch Keely 

23 discussion today, and those are l i k e 1,000 f e e t or 

24 more from top t o bottom. So you would s t r u g g l e i f 

25 you got too f a r apart d r i l l i n g one h o r i z o n t a l and 
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1 g e t t i n g i t on. 

2 MR. JONES: I t h i n k they showed some 

3 heavy water p r o d u c t i o n i n some of those, but you're 

4 not showing t h a t here at a l l ? 

5 A We do i n some w e l l s . 

6 MR. JONES: Oh, you do i n some wells? 

7 A Yeah. We have a high water cut i n some 

8 w e l l s . 

9 MR. JONES: And you're s a t i s f i e d w i t h 

10 330 from both east, west, n o r t h , south and not l i k e 

11 closer spacing on one than the other? 

12 A No. No, there i s no need f o r t h a t i n my 

13 opinion. 

14 MR. JONES: Okay. I'm f i n e . 

15 MR. BROOKS: Okay. I have nothing 

16 f u r t h e r . The lawyers have any follow-up? 

17 MR. HALL: Do not. 

18 MR. BRUCE: No, s i r . 

19 MR. BROOKS: Very good. The witness 

2 0 may stand down. Let's take a ten-minute recess. 

21 (A recess was taken.) 

22 MR. BROOKS: Does t h a t conclude your 

23 case i n c h i e f , Mr. Bruce? 

24 MR. BRUCE: That i s c o r r e c t . 

25 MR. BROOKS: Mr. Hall? 
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MR. HALL: Mr. Examiner, we would 

2 c a l l Tim Speer t o the stand. 

3 TIM SPEER 

4 A f t e r having been f i r s t duly sworn under oath, 

5 was questioned and t e s t i f i e d as f o l l o w s : 

6 EXAMINATION 

7 BY MR. HALL: 

8 Q For the record, please s t a t e your name. 

9 A Tim Speer. 

10 Q Two Es? 

11 A Yes, c o r r e c t . 

12 Q And where do you l i v e , Mr. Speer? 

13 A Midland, Texas. 

14 Q By whom are you employed, and i n what 

15 capacity? 

16 A Nearburg Producing. I am a s t a f f 

17 engineer. 

18 Q A l l r i g h t . You've not t e s t i f i e d before 

19 the d i v i s i o n before. Would you give the hearing 

20 examiner a summary of your educational background and 

21 work experience. 

22 A Yes. I have a bachelor of science i n 

23 g e o l o g i c a l engineering from the U n i v e r s i t y of 

24 Miss o u r i . I have about 2 6 years experience, both 

25 school, working p r e t t y much a l l phases: Production, 
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1 engineering, r e s e r v o i r engineering, geology, and 

2 several other t h i n g s . 

3 Q Permian Basin experience? 

4 A P r i m a r i l y i n the Permian Basin. 

5 MR. HALL: We would o f f e r Mr. Speer 

6 as a q u a l i f i e d expert geologic engineer. 

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

8 MS. MUNDS-DRY: No o b j e c t i o n . 

9 MR. BROOKS: So q u a l i f i e d . 

10 Q (By Mr. H a l l ) Mr. Speer, l e t ' s look a t 

11 E x h i b i t 1 i f we could, and would you give the hearing 

12 examiner an overview of the Nearburg w e l l s and i t s 

13 acreage holdings i n the area of the pool r u l e 

14 c o n s o l i d a t i o n . 

15 A Yes. This shows -- the yellow i s the 

16 acreage where we operate. We have i n t e r e s t s i n other 

17 acreage i n t h i s area, but the yellows were where we 

18 a c t u a l l y operate. I t shows the -- somewhat obscured, 

19 but the red i s showing o u t l i n e s roughly of the 

20 e x i s t i n g u n i t s . And the green i s the o u t l i n e of the 

21 proposed u n i t s , the proposed consolidated u n i t . I 

22 have also o u t l i n e d i n general -- we have k i n d of 

23 i d e n t i f i e d two producing trends. 

24 There i s t o the northwest, the G l o r i e t a 

25 and Upper Yeso producing t r e n d o u t l i n e d i n l i g h t 
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1 blue. A l o t of our w e l l s , p a r t i c u l a r l y up i n Section 

2 22 and 27 and the south h a l f of 15 are completed i n 

3 the G l o r i e t a i n the very upper p a r t of the Yeso going 

4 down t o about the f i r s t green l i n e on Mewbourne's 

5 cross-sections, you know, t h a t they show. 

6 The green area out here o u t l i n e s what we 

7 c a l l the Middle Yeso play. That i s where these 

8 h o r i z o n t a l s are being d r i l l e d . That's where 

9 Mewbourne has completed most of t h e i r w e l l s i n 

10 Section 10 and 15 and throughout the area, which i s 

11 g e n e r a l l y below t h a t lower green l i n e on Mewbourne's 

12 cross-sections. 

13 For the most p a r t , we don't have any 

14 qualms w i t h t h e i r geology. We see i t p r e t t y much the 

15 same way they do. Although we do see t o the n o r t h 

16 the G l o r i e t a as being, you know, p r e t t y prospective. 

17 We have made some p r e t t y good v e r t i c a l w e l l s there. 

18 The Middle Yeso a c t u a l l y becomes less well-developed. 

19 I t s t a r t s g e t t i n g a l o t sandier as you go t o the 

20 n o r t h and northwest. Whereas i n the south, southeast 

21 p a r t , i t has got some p r e t t y t h i c k clean sections as 

22 Mewbourne demonstrated. 

23 By the same token, as you get t o the 

24 south, southeast you tend t o lose your Yeso. So, you 

25 know, i n some areas where they are -- I mean your 
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G l o r i e t a , I'm so r r y . I n some areas where they are i n 

2 10 and 15, you know, your G l o r i e t a i s probably less 

3 prospective. Although I t h i n k they do have a w e l l or 

4 two down there t h a t they have, you know, had w e l l s 

5 where they watered out i n the Yeso and f l o o d back t o 

6 the G l o r i e t a and made decent w e l l s i n there. But 

7 t h a t ' s k i n d of an overview of the area as we see i t . 

8 Q A l l r i g h t . Now, a l l three of these pools 

9 t h a t Mewbourne seeks t o consolidate are operating on 

10 statewide r u l e s , correct? 

11 A Correct. 

12 Q 40-acre o i l wells? 

13 A Correct. 

14 Q And the depth f r a c allowable i s 80 b a r r e l s 

15 per day? 

16 A Correct. 

17 Q From the perspective of the d i v i s i o n and 

18 operators i n the pools, do you see any a d m i n i s t r a t i v e 

19 problem i n managing a l l of these three pools as a 

20 s i n g l e common pool? 

21 A No. 

22 Q Okay. Note i n Mewbourne's a p p l i c a t i o n f o r 

23 Section 3 and 20 South, 25 East, they only asked f o r 

24 the i n c l u s i o n of the southeast q u a r t e r , I b e l i e v e . | 

25 I s Mewbourne asking f o r the i n c l u s i o n of a l l of 
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1 Section 3 in the new pool? \ 

2 A I t i s my understanding j u s t the southeast j 

3 quarter where there is an existing fairly large \ 

4 Glorieta-Yeso w e l l . I t i s a c t u a l l y completed i n the j 

5 G l o r i e t a and upper p a r t of the Yeso. 

6 Q Okay. So by including all of Section 3, \ 

7 we would be able t o close t h a t gap i n the middle of [ 

8 the consolidated pools? \ 

9 A Yes. And t h a t i s -- f o r instance, as they j 

10 mentioned, this shows our well here. We are just ) 

11 f i n i s h i n g d r i l l i n g . Right now a c t u a l l y reaming out J 

12 the curve s e c t i o n of the w e l l i n the east h a l f , east j 

13 h a l f of 3, you know, h a l f of which i s i n t h e i r ' 
i 

14 proposed boundary and h a l f of which i s out. 

15 Q Nearburg's perspective, i s there a 

16 question whether there i s c u r r e n t l y s u f f i c i e n t 

17 p r o d u c t i o n data, production h i s t o r y , waterhole j 

18 pressure and the l i k e t h a t would a l l o w the hearing j 

19 examiner t o make a determination t h a t a t r i p l e ! 

20 increase i n the allowable won't r e s u l t i n the I 

21 impairment of c o r r e l a t i v e r i g h t s ? j 

22 A We t h i n k there i s a r e l a t i v e lack of data, I 

23 and I have asked of Mewbourne, there i s no data on 

24 c u r r e n t bottom hole pressures, what our bottom hole j 
25 pressures are doing, whether we are at or below the 
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1 bubble p o i n t . Most of these w e l l s are p r e t t y new. 

2 The Marbob w e l l s , the old e s t of the h o r i z o n t a l s were 

3 completed r i g h t I be l i e v e at the very end of '08, 

4 December of '08. So on most of these, we have less 

5 than two years p r o d u c t i o n h i s t o r y . On several of 

6 these, we have a matter o f , you know, Mewbourne's 

7 newest w e l l 15 --

8 Q The Limousine? 

9 A -- yeah, the Limousine 15, you know, i s a 

10 matter of a few months o l d . Marbob's newer w e l l i n 

11 Section 2 i s , you know, about two or three months o l d 

12 production, so i t i s a l l r e l a t i v e l y new production. 

13 That's, you know, an expanding area. This i s r e a l l y 

14 k i n d of a -- even our older v e r t i c a l s -- most of our 

15 v e r t i c a l s are a c t u a l l y recomplete. 

16 So up t o the n o r t h , we have d r i l l e d a 

17 couple of new w e l l s , new holes, but most of these 

18 were Canyon w e l l s , which played out and we plugged 

19 back. But even those are g e n e r a l l y a couple of years 

20 or less o l d pr o d u c t i o n , so there i s not a l o t of long 

21 h i s t o r i c p r o d u c t i o n out here. 

22 Q So you t h i n k operators i n the d i v i s i o n are 

23 i n a p o s i t i o n now t o make the determination t h a t 

24 there won't be r e s e r v o i r damage i f we increase the 

25 allowable out there? 
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1 A We don't f e e l we're at t h a t p o i n t . 

2 Q Okay. And we know from Mewbourne's 

3 testimony today t h a t we have more than one w e l l 

4 capable of exceeding the allowable? 

5 A Yes. I b e l i e v e there i s at l e a s t a couple 

6 of w e l l s . 

7 Q A l l r i g h t . Let's look at your E x h i b i t s 2 

8 through 7. I f you would discuss those w i t h the 

9 hearing examiner, what i t shows. 

10 A Okay. Section I mean, E x h i b i t 2 i s a 

11 p l o t of t h e i r Limousine 15 CD. This i s the one they 

12 got the t e s t i n g allowable f o r . The darkest green i s 

13 d a i l y o i l p r o d u c t i o n . The red i s gas. And the k i n d 

14 of yellow-orange i s GOR. And what we are seeing i s 

15 as they increase p r o d u c t i o n , there i s an increase i n 

16 the GOR. 

17 When they brought t h e i r p r o d u c t i o n back t o 

18 allowable, there i s a d i s t i n c t drop i n the GOR. 

19 Their GOR, when they were producing at the higher 

20 r a t e s , runs a l i t t l e over 1,000 t o 1 versus coming 

21 back t o what Mr. Montgomery s a i d i s more normal, you 

22 know, 600 t o 1 under the lower r a t e s . So t h a t ' s one 

23 area where we do see t h a t the GOR may be g e t t i n g 

24 a f f e c t e d by p r o d u c t i o n r a t e s . 

25 Q Okay. Now, f o r your E x h i b i t 2, the 
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1 Limousine 15 CD #1 and then your Grave Digger State 

2 Com IH, E x h i b i t 3, can you lo c a t e those on your 

3 E x h i b i t 1? 

4 A Yes. I n the 15 CD, i t ' s not r e a l l y drawn 

5 on here, but there i s -- i t a c t u a l l y s t a r t s , I 

6 b e l i e v e , where the l i t t l e d r i l l i n g r i g i s i n the west 

7 p a r t of the northeast of 15, and i t goes west through 

8 the CD u n i t s . And then the Grave Digger #1 i s i n the 

9 west h a l f of the west h a l f of Section 2, and i t i s 

10 drawn on here, the h o r i z o n t a l s e c t i o n . 

11 And, you know, there again on E x h i b i t 3, 

12 the Grave Digger -- and I've got t o assume they were 

13 wearing the gas e a r l y on. I know we had t o -- we're 

14 d r i l l i n g a w e l l and our w e l l i s j u s t a d i r e c t west 

15 o f f s e t of t h a t , and we're having t o do some 

16 r i g h t - o f - w a y work on the gas l i n e . So I suspect they 

17 may have had t o do some of the same type of work, 

18 delaying on g e t t i n g a gas hiccup, because a l l of 

19 these w e l l s g e n e r a l l y have at l e a s t a 600 t o 1 GOR 

20 i n i t i a l l y . 

21 You know, some of them have higher. And 

22 obviously, they wouldn't had t o have some gas 

23 production. When they s t a r t showing the gas 

24 production, you can see -- and t h i s i s where they're 

25 doing t h e i r t e s t i n g allowable and running upwards of 
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1 close t o 800 b a r r e l s a day. Their GOR i s running at 

2 1,000 t o 1, you know, g e t t i n g over i n p a r t s . Again, 

3 as they cut back the produc t i o n a l i t t l e less than 

4 t h a t , you do s t a r t t o see a moderation i n the gas o i l 

5 r a t i o . 

6 Q A l l r i g h t . Let's look at E x h i b i t 4. 

7 A Okay. 

8 Q Would you lo c a t e t h a t w e l l on E x h i b i t 1 as 

9 well? 

10 A E x h i b i t 4 i s a Marbob w e l l i n Section 35. 

11 I t i s t h e i r Noose 7H. I b e l i e v e t h a t ' s the w e l l i n 

12 the west h a l f of the east h a l f , t h e i r f u l l 

13 h o r i z o n t a l . Yeah, I be l i e v e t h a t i s c o r r e c t . And 

14 the r e , again, you see some of the same, you know, 

15 type of t h i n g . I f you look a t the curve of the o i l 

16 production, and here I have p o o l i n g o f f of IHS versus 

17 my other p l o t s were done o f f Excel, so the c o l o r 

18 codes are a l i t t l e b i t d i f f e r e n t , but t h i s purple at 

19 the top i s the GOR. 

2 0 You do see a tendency of t h a t GOR t o 

21 r e f l e c t the variances i n your o i l production, which 

22 i s the green below, and then your red i s showing your 

23 gas pro d u c t i o n below. 

24 Q And data f o r t h i s w e l l begins when? 

25 A I n February 2010. 
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1 Q A l l r i g h t . Let's look a t E x h i b i t 5. 

2 Would you loc a t e t h a t w e l l f o r us? 

3 A Yes. This i s t h e i r Noose 6H. That's the 

4 one t h a t Mewbourne showed as, you know, a p r e t t y high 

5 volume h o r i z o n t a l . That i s the west h a l f of the 

6 southwest of 35. That's the one t h a t they got --

7 t h a t Marbob got t h e i r t e s t i n g allowable over. You 

8 can see on a d a i l y average, i t ' h i t 500. This i s 

9 monthly p r o d u c t i o n versus d a i l y production. I was 

10 p u l l i n g o f f IHS. I d i d n ' t have d a i l y on these. 

11 But you can see t h a t monthly average, they 

12 peak out about 500 b a r r e l s a day. Again, as they 

13 b r i n g t h a t w e l l back t o allowable, you see a 

14 moderation i n the GOR. 

15 Q Let's look at E x h i b i t 6. Can you i d e n t i f y 

16 t h a t w e l l f o r us? 

17 A This i s the Marbob Noose #4H, which i s the 

18 west h a l f of the northwest of 35. This -- and I 

19 b e l i e v e t h i s i s the olde s t h o r i z o n t a l i n the Middle 

20 Yeso. You know, l i k e I say, some of the h o r i z o n t a l s 

21 we d r i l l e d t o the n o r t h which were a c t u a l l y up i n the 

22 G l o r i e t a predate t h i s , but f o r the Middle Yeso, i t 

23 r e a l l y kicked o f f t h i s play. This i s the ol d e s t 

24 w e l l . I t was completed i n December of 2008. 

2 5 And there, they d i d not have q u i t e as b i g 

PAUL BACA PROFESSIONAL COURT REPORTERS 
4afed9f6-ec7d-4d40-b660^b1abf044d52 



Page 81 

1 of a w e l l . I t c e r t a i n l y was, you know, as 

2 Mr. Montgomery po i n t e d out, i t i s b e t t e r than the 

3 v e r t i c a l s . I t ' s held up around 150 a day f o r several 

4 months. The produc t i o n has decli n e d since then, but 

5 you do see over time t h a t we are seeing an increase 

6 i n GOR. 

7 Q And E x h i b i t 7? 

8 A That's the 5H, which i s the east h a l f of 

9 the west -- yeah, the east h a l f of the west h a l f of 

10 35. I t i s a c t u a l l y a 120-acre h o r i z o n t a l . I t was 

11 completed i n J u l y 2009, so g e t t i n g i n a l i t t l e -- one 

12 of the o l d e r ones. S t i l l not t h a t o l d of a w e l l . 

13 But, again, same t h i n g . I t was topped out around 180 

14 b a r r e l s a day. I t a c t u a l l y held t h a t p r e t t y f l a t f o r 

15 a p e r i o d of time, but we're seeing there, again, an 

16 increase i n the GOR over time. 

17 Q I f these w e l l s and these pools are 

18 produced at an accelerated r a t e , i s there any r i s k of 

19 r e s e r v o i r damage? 

20 A That's one of our concerns i s we r e a l l y --

21 t o me, you know, l o o k i n g at i t , I c e r t a i n l y f e e l a 

22 lack of data t o know e x a c t l y . I do agree t h i s i s 

23 p r i m a r i l y a s o l u t i o n gas r e s e r v o i r . How the gas i s 

24 breaking out i n t h i s r e s e r v o i r , a t what times we're 

25 seeing gas break out i n the r e s e r v o i r , whether we're 
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1 c r e a t i n g , w i t h some of our higher production r a t e s , 

2 some l o c a l i z e d pressure sinks where we may be seeing 

3 increased gas breakout, we r e a l l y don't have a l o t of 

4 i n f o r m a t i o n . And a l o t of t h a t i s we don't have the 

5 bottom hole pressures. We don't know what we're 

6 d r a i n i n g f o r sure. 

7 One of the th i n g s we i n t e n d t o do on our 

8 new w e l l i s t o take a bottom hole pressure t o see 

9 where we are s t a r t i n g out. We would l i k e t o have 

10 t h a t i n f o r m a t i o n . Are we k i n d of normal f o r the area 

11 or have we been a f f e c t e d by some of the o f f s e t 

12 production? P a r t i c u l a r l y , w i t h Marbob's, you know, 

13 COG's w e l l being, you know, a p r e t t y b i g w e l l , 

14 330 f e e t o f f our l i n e --

15 Q Which w e l l i s t h i s ? 

16 A This i s the Grave Digger #1, which i s the 

17 west h a l f of west h a l f of Section 2. So we j u s t f e e l 

18 t h a t i n general, we lack the data t o make a r e a l l y 

19 good d e c i s i o n about t h i s , and t h a t we would l i k e t o 

20 c o l l e c t some more i n f o r m a t i o n on i t . We would l i k e 

21 t o see some other i n f o r m a t i o n taken on i t . C o l lected 

2 2 on i t . 

23 Q Does Nearburg have a new w e l l t h a t i s 

24 coming o n l i n e soon? 

25 A Yes. And t h a t ' s the one I mentioned, 
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1 which we have j u s t -- we're f i n i s h i n g the d r i l l i n g 

2 phase i n the east h a l f of the east h a l f of Section 3. 

3 Q And t h a t ' s the o f f s e t t o the Grave Digger, 

4 the large well? 

5 A Correct. 

6 Q And do you know the footage l o c a t i o n of 

7 your well? 

8 A We're 660 o f f the lease l i n e . 

9 Q Why d i d you choose t o loc a t e i t at 660 o f f 

10 the lease l i n e ? 

11 A Two reasons, because w i t h i n our camp, you 

12 know, we k i n d of had the group go 330, you know, make 

13 sure they are not d r a i n i n g us. I have concerns t h a t 

14 i f we're 33 0 and they are 33 0, t h a t we are going t o 

15 have i n t e r f e r e n c e , and we may w e l l be d r a i n i n g each 

16 other. My charge i s t o see t h a t we make as good of a 

17 w e l l as po s s i b l e . That i s my primary charge. 

18 So by keeping i t , you know, 660, we do two 

19 t h i n g s . We maximize the distance from them -- w e l l , 

20 we increase the distance from t h e i r w e l l w h i l e s t i l l 

21 a l l o w i n g us t o f u l l y develop our s e c t i o n on more 

22 normal 660, 1980, 1980, 660. That keeps our w e l l s 

23 1320 apart, so we have equal spacing so we're not 

24 i n t e r f e r i n g between our own w e l l s . 

2 5 Q Let me ask you about a f o c a l p o i n t . Have 
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1 we seen gas break out anywhere? 

2 A I don't t h i n k we're seeing a major 

3 breakout l i k e you see i n some s o l u t i o n gas 

4 r e s e r v o i r s . I t h i n k we are seeing p o t e n t i a l l y some 

5 gas breakout, and I t h i n k t h a t ' s what we are seeing a 

6 l i t t l e b i t when we see these GORs increase, 

7 p a r t i c u l a r l y when we see the GORs t h a t tend t o 

8 r e f l e c t the pr o d u c t i o n r a t e . 

9 Q Are you concerned about drainage across 

10 lease boundaries, s e c t i o n l i n e s w i t h the increased 

11 allowable? 

12 A I t h i n k t h a t c e r t a i n l y increases the 

13 p o t e n t i a l f o r drainage across lease l i n e s . I t h i n k 

14 minimally t o the extent i f there i s drainage 

15 o c c u r r i n g across the lease l i n e s , t h a t i s going t o 

16 accelerate t h a t drainage and accelerate t h a t e f f e c t . 

17 I f you have i t on the lower allowable and you have 

18 w e l l s , you know, on each side of a lease l i n e , you're 

19 going t o be able t o d r a i n your own acreage more 

20 e q u a l l y than i f you're s i t t i n g there t r y i n g t o make a 

21 horse race out of i t . 

22 Q Do you b e l i e v e t h a t operators are i n a 

23 p o s i t i o n t o make the determination t h a t we're simply 

24 doing a c c e l e r a t i o n here and t h a t u l t i m a t e recoveries 

25 won't be produced? 
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1 A Not at t h i s time. You know, there again 

2 t h a t ' s what I am seeing on the gas o i l r a t i o . I 

3 t h i n k we r e a l l y need more data t o be able t o decide 

4 t h a t . 

5 Q Can you t e l l us what type of data would be 

6 h e l p f u l and how long i t would take t o c o l l e c t t h a t 

7 data? 

8 A I t h i n k a l i t t l e longer production data. 

9 I know i n a l o t of these -- p a r t i c u l a r l y i n t i g h t e r 

10 r e s e r v o i r s , as t h i s i s , you know, a t i g h t e r r e s e r v o i r 

11 as they describe, i t takes a longer p e r i o d of time 

12 before you r e a l l y see the e f f e c t s of your gas 

13 breakout and your GORs. I have looked a t these i n 

14 other areas. P a r t i c u l a r l y looked at even l i k e your 

15 Bone Springs where i t i s t i g h t e r and s i l t i e r . 

16 Sometimes i t i s two, three years down the l i n e before 

17 you r e a l l y s t a r t t o see your gas o i l r a t i o increase. 

18 I t h i n k some bottom hole pressure would be 

19 b e n e f i c i a l , not j u s t i n i t i a l bottom hole pressure, 

2 0 but seeing some bottom hole pressure measurements 

21 taken down the l i n e , you know, a year or so a f t e r a 

22 w e l l has been producing t o know how f a s t we're 

23 d e p l e t i n g the r e s e r v o i r pressure and be able t o gauge 

24 t h a t against the gas and o i l production t h a t we're 

25 seeing i n our GORs. 
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Q A l l r i g h t . What course of a c t i o n are you 

2 recommending t h a t the d i v i s i o n take here? 

3 A We would recommend minimally t h a t any j 

4 a c t i o n be delayed u n t i l we do have more data and can j 

5 make a b e t t e r d e c i s i o n on i t . 

6 Q How would you propose t h a t past 1 

7 overproduction be handled? 1 

8 A Our proposal at t h i s time would be t h a t i t 

9 be made up w i t h i n the allowable. That the allowable | 

10 at t h i s time be kept i n place. > 

11 Q Let me ask you, Mr. Speer, were E x h i b i t s 1 

12 through 7 prepared by you? 1 

13 A Yes. j 

14 MR. HALL: At t h i s p o i n t , we move the j 

15 admission of Exhibits 1 through 7. That concludes \ 

16 our d i r e c t of t h i s witness. j 

17 MR. BROOKS: Any objection? ! 

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

19 MS. MUNDS-DRY: No o b j e c t i o n . 

20 MR. BROOKS: E x h i b i t s 1 through 7 are 

21 admitted. 

22 ( E x h i b i t s 1 through 7 admitted.) 

23 MR. BROOKS: Mr. Bruce? | 

24 EXAMINATION 

25 BY MR. BRUCE: 
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1 Q Yeah, j u s t a few questions. Looking at i 

j l 
2 your E x h i b i t 1, Mr. Speer, and you have -- the yellow j 

1 
3 c o l o r i s Nearburg operated acreage? j 

I 
4 A Correct. j 

I 
5 Q How long has Nearburg operated G l o r i e t a or j 

! 

6 Yeso w e l l s i n t h i s area? j 

7 A I b e l i e v e our e a r l i e s t w e l l i n t h i s area ; 

8 was completed about f o u r years ago. I don't have an 

9 exact date, but t h a t would be close. j 

10 Q That's f i n e . To date, have they a l l been 

11 v e r t i c a l wells? j 

12 A Yes. 

13 Q Have you obtained any pressure data on j 

14 those wells? i 

15 A No, we have not. 

16 Q Have you c a l c u l a t e d drainage i n those j 

17 v e r t i c a l wells? i 

18 A No, we have not. I might add, you know, \ 

19 our program has been a l i t t l e d i f f e r e n t because I 

20 most -- w i t h the exception of two w e l l s , a l l of our j 

21 w e l l s have been recompletes --

22 Q Okay. j 

23 A -- Canyon w e l l s . Might have recompleted j 

24 a Morrow w e l l , but most of them are o l d e r Canyon 

25 w e l l s . ! 
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1 Q Dagger Draw wells? Some of them? 

2 A Pardon? 

3 Q Weren't they -- i s t h i s i n the area of the 

4 Dagger Draw Pool? 

5 A Yes, the Dagger Draw Pool, c o r r e c t . And 

6 they -- you know, a l i t t l e d i f f e r e n t , too, because 

7 they are up i n the G l o r i e t a Section and Upper Yeso 

8 p a r t as, you know, k i n d of where I o u t l i n e d , up i n 

9 t h i s blue, and i t i s a l i t t l e b i t d i f f e r e n t r e s e r v o i r 

10 up there. 

11 But no, we have not been -- t i l l very 

12 r e c e n t l y , we dabbled our f e e t i n the v e r t i c a l p a r t . 

13 And there again we were i n the G l o r i e t a , Upper Yeso. 

14 We d i d not see the new d r i l l s as economic. We d i d 

15 see the recompletes as economic. You know, we have 

16 done p r e t t y good on the recompletions as f a r as the 

17 cost. But we weren't l o o k i n g at t h i s as an a c t i v e 

18 area t h a t we were going out and d r i l l i n g and 

19 developing, other than t a k i n g the recompletion 

2 0 o p p o r t u n i t i e s t h a t we had. 

21 We are now because -- you know, e a r l y what 

22 we see a b i g play, the h o r i z o n t a l s -- I agree w i t h 

23 Mewbourne's a n a l y s i s , we see the h o r i z o n t a l s as much 

24 more economic, and I w i l l q u a l i f y t h a t , the 

25 h o r i z o n t a l s i n the Middle Yeso. We d i d not do w e l l 
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1 w i t h our G l o r i e t a h o r i z o n t a l s . But these Middle Yeso 

2 w e l l s are much more economic, the h o r i z o n t a l s than 

3 the v e r t i c a l s . 

4 Q And i n your recompletions, I t h i n k you 

5 said t h a t i t was t y p i c a l t o see 600, 800 GOR i n the 

6 i n i t i a l completion --

7 A Correct. 

8 Q - - o r recompletion? 

9 A Correct. 

10 Q And what has the GORs -- what have the 

11 GORs i n those w e l l s done over time over the l a s t 

12 three or fo u r years? 

13 A Most of them have shown a s l i g h t increase 

14 i n GORs, and there again, we k i n d of went through a 

15 l e a r n i n g curve and some of t h i s predates my tenure 

16 w i t h Nearburg. But some of our o l d e r v e r t i c a l 

17 recompletes were not as successful, and we went 

18 through -- our more successful v e r t i c a l recompletes 

19 are probably no more than two years o l d . They are 

20 probably less than two years o l d , most of them. So 

21 we have r e l a t i v e l y l i m i t e d p roduction h i s t o r y even on 

22 our v e r t i c a l recompletes. 

23 Q So those ones you mentioned t h a t are a 

24 couple of years o l d , what types of cu r r e n t GORs do 

25 they have? 
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1 A Most a l l of them are over 1,000 t o 1 GOR. 

2 I t i s s l i g h t l y over. You know, they aren't huge. 

3 Q But regardless, we are t a l k i n g p r e t t y w e l l 

4 GORs here. Roughly 1,0 00 t o 1, r i g h t ? We're not 

5 t a l k i n g 10,000 t o 1 or 20,000 t o 1 GORs here? 

6 A Right. That's because l i k e l y the nature 

7 of the r e s e r v o i r , you are not b u i l d i n g secondary gas 

8 caps. You know, i f you are, we c e r t a i n l y don't know 

9 about i t . We don't have the production h i s t o r y . But 

10 where you see those very high GORs, t h a t i s where you 

11 b u i l d a secondary gas cap, and you s t a r t tapping i n t o 

12 the secondary gas cap i n t o the w e l l ' s l i n e . 

13 Q And you agree t h i s i s a low p e r m e a b i l i t y 

14 r e s e r v o i r ? 

15 A Yes. 

16 Q Now, i f drainage i s l i m i t e d , you t a l k e d 

17 about there could be some l i m i t e d gas breakup, but i f 

18 i t i s low p e r m e a b i l i t y and very l i m i t e d drainage 

19 areas, does a l i t t l e b i t of gas breakup matter? 

20 A I t matters w i t h i n the drainage area f o r 

21 t h a t w e l l . I mean, you -- the area -- i f you're 

22 breaking out gas and prematurely producing t h a t gas, 

23 you're d e p r i v i n g the r e s e r v o i r of energy w i t h i n a 

24 l o c a l i z e d area. 

25 Q But i f i t i s i n a l o c a l i z e d area, how does 
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1 t h a t a f f e c t the o f f s e t s ? 

2 A I t w i l l a f f e c t the o f f s e t s t o the extent 

3 t h a t they are close together. Like I say, we don't 

4 know e x a c t l y what the drainage radius of these w e l l s 

5 are. I would tend t o guess, you know, compared t o 

6 Mr. Montgomery's, i t may be -- i t i s probably not 

7 over 40, but i t probably i s over t e n or 20 when you 

8 look a t the p o r o s i t y . 

9 And I have not, you know, run c a l c u l a t i o n s 

10 here, but j u s t k i n d of my i n t r i n s i c knowing the 

11 thickness of the r e s e r v o i r and the r e l a t i v e l y low 

12 p o r o s i t y of the r e s e r v o i r , when we're seeing on 

13 v e r t i c a l w e l l s , you know, some of them 60,000, 

14 70,000 b a r r e l s EURs, you know, t o me t h a t i s more 

15 than ten or 2 0 acres. 

16 Q But you haven't c a l c u l a t e d that? 

17 A No. 

18 Q Now, on your -- the remainder of your 

19 p l o t s , you have the GOR c a l c u l a t e d , and g e n e r a l l y i t 

2 0 i s almost always around 1,000 t o 1. I f t h a t i s not a 

21 problem on your more recent two-year-old v e r t i c a l 

22 w e l l s , why i s i t a problem w i t h these h o r i z o n t a l 

23 w e l l s , these more p r o l i f i c wells? 

24 A Well, I mean, our v e r t i c a l w e l l s t h a t are 

25 doing t h a t are g e n e r a l l y on the order of ten t o 2 0 
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1 b a r r e l s a day c u r r e n t l y . They are already heading 

2 towards the end of t h e i r l i f e . So, you know, there 

3 again, we're not s i t t i n g there producing or asking t o 

4 be produced at upwards of 900 b a r r e l s a day t h a t , you 

5 know, a f u l l l e n g t h v e r t i c a l would under the proposed 

6 allowable. 

7 Q Okay. But they are at the end of t h e i r 

8 l i f e , and they are s t i l l a t not much than 1,000 GOR? 

9 A They w i l l probably h o l d ten t o 2 0 b a r r e l s 

10 a day f a i r l y long-term. I mean, as Mr. Montgomery 

11 mentioned, these are probably p r e t t y l o n g - l i v e d 

12 reserves. They w i l l tend t o f l a t t e n out. 

13 Q Have you made any estimate of what type of 

14 o i l r a t e s you might get from your w e l l i n the east 

15 h a l f , east h a l f of Section 3? 

16 A No -- w e l l , I mean, f o r our economic 

17 purposes, I have. But as f a r as what we 

18 r e a l i s t i c a l l y expect, we won't have t h a t data t i l l we 

19 f r a c i t . 

20 Q Okay. I f i t i s over the c u r r e n t d a i l y 

21 allowable, w i l l you r e s t r i c t your w e l l t o the d a i l y 

22 allowable, the c u r r e n t d a i l y allowable? 

23 A Yes. Our tendency would be t o b r i n g t h a t 

24 w i t h i n the allowable p r e t t y quick. I f i t s t a r t e d out 

25 and shot above i t , we g e n e r a l l y t r y t o produce our 
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1 w e l l s w i t h i n the allowable unless we have a reason, 

2 as Mewbourne d i d -- as Marbob d i d , t o ask f o r a 

3 t e s t i n g allowable. C e r t a i n l y , we understand they're 

4 asking f o r a t e s t i n g allowable t o see what i t would 

5 do. 

6 I don't foresee t h a t i n our case, but you 

7 know, b a r r i n g something l i k e t h a t , we g e n e r a l l y t r y 

8 t o keep our w e l l s w i t h i n the allowable. 

9 Q Do you i n t e n d t o -- what type of f r a c t u r e 

10 treatment does Nearburg plan? Are they k i n d of doing 

11 what Mewbourne and Marbob have been doing? S i m i l a r 

12 stages? 

13 A Very s i m i l a r t o what Mewbourne i s doing. 

14 We are running the packer and p o r t system. Our 

15 o v e r a l l f r a c , I don't know t h e i r exact design, but 

16 our o v e r a l l f r a c i s very s i m i l a r . I t h i n k Marbob i s 

17 doing s i m i l a r on t h e i r f r a c s , but they are a c t u a l l y 

18 cementing through and p e r f o r a t i n g and f r a c i n g i n 

19 stages. 

2 0 MR. BRUCE: That's a l l I have, 

21 Mr. Examiner. 

22 MR. BROOKS: Ms. Munds-Dry? 

23 MS. MUNDS-DRY: No questions. 

24 MR. BROOKS: I s there any p o t e n t i a l 

25 f o r damaging these w e l l s t h a t are productive --
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1 capable of producing considerably more than t h e i r 

2 allowable i f they are choked back and produced a t 

3 t h e i r allowable? 

4 A I f they are produced, you know, there 

5 again, a t a f u l l l e n g t h which would be cu r r e n t 

6 allowable 320 b a r r e l s a day -- yeah, 320 b a r r e l s a 

7 day --

8 MR. BROOKS: For a one-mile? 

9 A Pardon? 

10 MR. BROOKS: For a one-mile 

11 h o r i z o n t a l ? 

12 A Right. For a one-mile h o r i z o n t a l or even 

13 160 b a r r e l s a day f o r a h a l f - m i l e h o r i z o n t a l , I don't 

14 r e a l l y t h i n k there i s t h a t p o t e n t i a l . I t h i n k i t i s 

15 l i k e l y , going back t o E x h i b i t 7, which i s Marbob's 

16 Noose 5H --

17 MR. BROOKS: I s t h i s your E x h i b i t 7 

18 or t h e i r E x h i b i t 7? 

19 A My E x h i b i t 7. 

2 0 MR. BROOKS: Okay. Thank you. 

21 A That w e l l , you know, t o me, I am k i n d of 

22 guessing t h a t t h a t f l a t of production, t h a t they were 

23 probably r e s t r i c t i n g t h a t p r o d u c t i o n i n some manner 

24 t o keep i t t h a t f l a t f o r t h a t long of a time. They 

25 are producing, you know, r i g h t a t 170, 180 b a r r e l s a 
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1 day. Their d e c l i n e i s a c t u a l l y , i f anything, a 

2 l i t t l e more shallow than some of the other w e l l s . So 

3 I don't see t h a t i t has r e a l l y harmed t h a t w e l l . 

4 And I would have t o guess t h a t they 

5 probably were r e s t r i c t i n g i t t o have t h a t f l a t of 

6 production. 

7 MR. BROOKS: Okay. Mr. Jones? 

8 MR. JONES: Okay. Mr. Speer, you get 

9 i n t o the reserves c a l c u l a t i o n s i n your company? 

10 You're responsible f o r t u r n i n g i n the reserves? 

11 A Correct. 

12 MR. JONES: You don't l e t a t h i r d 

13 p a r t y do i t ? 

14 A For our o f f i c i a l books, we have a t h i r d 

15 p a r t y do i t . I u s u a l l y work w i t h them. And 

16 i n t e r n a l l y , f o r most of our w e l l s and f o r our 

17 purposes, I c a l c u l a t e reserves. 

18 MR. JONES: Seems t o me l i k e you 

19 could c a l c u l a t e a bunch of behind the pipe reserves 

2 0 here, couldn't you? That are not being a f f e c t e d by 

21 t h i s ~- maybe completed by t h i s h o r i z o n t a l well? 

22 A Yes. And when you're doing a h o r i z o n t a l , 

23 I mean, you know, t h a t i s a l i t t l e d i f f e r e n t than a 

24 plugback recomplete. So I don't know t h a t I would 

25 r e a l l y c l a s s i f y i t as, quote, "behind pipe" as f a r as 
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1 your h o r i z o n t a l , because minimally, i f you have a 

2 v e r t i c a l , you would have t o d r i l l out of t h a t . But, 

3 yes, there probably i s some behind pipe reserves i n 

4 places. I know we have v e r t i c a l w e l l s i n the n o r t h 

5 where we can do more v e r t i c a l recompletions when the 

6 time comes. 

7 MR. JONES: You - - o n t h i s r e s e r v o i r , 

8 how do you do reserves on i t ? V o l u m e t r i c a l l y or 

9 dec l i n e curve? 

10 A Decline curves. 

11 MR. JONES: Do you look at the 

12 de c l i n e curve as being h y p e r b o l i c i n a r e a l t i g h t 

13 r e s e r v o i r l i k e t h i s ? 

14 A I t i s d e f i n i t e l y h y p e r b o l i c . 

15 MR. JONES: So i t i s n a t u r a l f o r the 

16 produ c t i o n t o de c l i n e r a p i d l y at the beginning? 

17 A Yes. And t h a t ' s what you w i l l see, and 

18 k i n d of as Mr. Montgomery a l l u d e d t o , you know, some 

19 of t h e i r v e r t i c a l w e l l s had very high i n i t i a l r a t e s . 

20 Like our v e r t i c a l s d i d n ' t have as high as t h e i r s . 

21 You know, ours, maybe 10 0 b a r r e l s a day f o r very 

22 short periods of times. I don't c a l c u l a t e 50- t o 

23 60-year reserve l i f e , but we c e r t a i n l y give them a 

24 p r e t t y long reserve l i f e . So they have very steep 

25 i n i t i a l d e c l i n e s , and they tend t o f l a t t e n out. 
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1 MR. JONES: What bubble p o i n t do 

2 you -- can you back i n t o a bubble p o i n t through 

3 standings? 

4 A I have not done t h a t work. 

5 MR. JONES: So n e i t h e r side here came 

6 up w i t h a bubble p o i n t on t h i s ? 

7 A Correct. And k i n d of t h a t ' s p a r t o f , you 

8 know, my bad, t h e i r bad i n a way, but we're j u s t 

9 r e a l l y p r e t t y new. There again, as f a r as l o o k i n g at 

10 t h i s as something t h a t we can go aggressively -- you 

11 know, develop w i t h new d r i l l i n g , we have j u s t come 

12 i n t o t h a t stage, you know, w i t h i n the l a s t couple of 

13 months. And w i t h our own w e l l s , there again, you 

14 know, our w e l l s are a l i t t l e b i t d i f f e r e n t r e s e r v o i r . 

15 You get i n t o the G l o r i e t a among other t h i n g s , we 

16 r e a l l y see the G l o r i e t a as p r e t t y s t r a t i f i e d . 

17 Whereas i f you look a t the logs on t h e i r 

18 cro s s - s e c t i o n , you know, down here i n t h i s Middle 

19 Yeso s e c t i o n , you do have some very t h i c k sections of 

20 p r e t t y clean dolomite. So I t h i n k i t i s a l o t less 

21 s t r a t i f i e d coming down i n , and I t h i n k t h a t ' s what 

22 makes i t work. 

23 MR. JONES: What k i n d of u l t i m a t e 

24 primary percentwise would you say t h i s i s out here 

25 a f t e r you guys get through and walk away from the 
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1 cemetery? 

2 A Probably i n the range of 15 percent. 

3 MR. JONES: I t ' s k i n d of depressing, 

4 i s n ' t i t ? 

5 A Yeah. 

6 MR. JONES: That's the problem of 

7 being a r e s e r v o i r engineer. When you produce these 

8 h o r i z o n t a l w e l l s , you probably produce them w i t h a 

9 pumping u n i t ; i s t h a t correct? 

10 A Correct. 

11 MR. JONES: So your gas t h a t shows up 

12 on the surface i s going t o be r e l a t e d t o your f l u i d 

13 l e v e l i n your w e l l a t any one time? 

14 A Yeah. What tends t o happen on these w e l l s 

15 i s as you pump them, and you know, you u s u a l l y have 

16 t o -- you fl o w back p a r t of your load, and you 

17 u s u a l l y have t o put them on some k i n d of pumping u n i t 

18 and pump them back. As you get your load back, what 

19 you f i n d out i n i t i a l l y i s you a c t u a l l y s t a r t f l o w i n g 

20 up the back side, so i t ' s not j u s t t h a t you have a 

21 high f l u i d l e v e l . You're a c t u a l l y semi-flowing, 

22 pumping the w e l l . 

23 MR. JONES: But there i s no energy 

24 added t o these f r a c jobs, c o r r e c t ? No n i t r o g e n --

25 A No. 
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1 MR. JONES: So your flow back on the 

2 back side would be gas breakout on the back side? 

3 A Correct. 

4 MR. JONES: When you design a pumping 

5 u n i t or a pump, t u b i n g , rods, e v e r y t h i n g , you have t o 

6 assume a c e r t a i n produce -- p r o d u c t i v i t y of the w e l l 

7 t o do that ? 

8 A Correct. 

9 MR. JONES: So you can't h i t i t 

10 e x a c t l y . So you j u s t do i t , and then as these w e l l s 

11 pump o f f , maybe they make more gas through the back 

12 side? 

13 A Yeah. We have had -- and l i k e I say, the 

14 b e t t e r w e l l s , you know, l i k e I say, u n t i l they get 

15 past t h a t f l u s h production -- you know, the beauty of 

16 these h o r i z o n t a l s i s they hold up t h a t f l u s h 

17 production much longer. You do get a l o t bigger 

18 reserves. But you r e a l l y , you know, durin g t h a t 

19 f l u s h p e r i o d , as I say, you r e a l l y aren't pumping 

2 0 them o f f . You're r e a l l y j u s t k i n d of h e l p i n g them 

21 along as much as anything. 

22 MR. JONES: Okay. 

23 A We have seen i n t h a t cases, i n other high 

24 productive areas, we have done some of the Wolfcamp 

25 Abo h o r i z o n t a l s , and we have a c t u a l l y ended up 
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1 choking them back on the back side of the casing, 

2 p u t t i n g chokes on the casing t o hold our production 

3 back. 

4 MR. JONES: Thank you very much. I 

5 am a l l out of questions here. 

6 MR. BROOKS: Any follow-up from the 

7 attorneys? 

8 MR. BRUCE: Not me. 

9 MR. HALL: Nothing f u r t h e r . 

10 MR. BROOKS: Very good. You may step 

11 down. Anything f u r t h e r you wish t o say, Mr. Bruce, 

12 before we conclude t h i s matter? 

13 MR. BRUCE: I would -- j u s t give me a 

14 minute here, Mr. Examiner. I would l i k e t o p o i n t out 

15 a couple of t h i n g s which i s --

16 MR. BROOKS: Okay. 

17 MR. BRUCE: -- you know, Mr. Speer i s 

18 r i g h t , we -- the operators always l i k e more data, but 

19 I would p o i n t out t h a t , i n essence, t h a t ' s what we're 

20 here f o r because the d i v i s i o n -- i t has been a while 

21 since the d i v i s i o n has granted i n i t i a l permanent pool 

22 r u l e s . And by g r a n t i n g temporary pool r u l e s , the 

23 operators i n t h i s pool w i l l be able t o o b t a i n more 

24 data, and they can come back i n a number of months 

25 and discuss t h i s data again. 
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1 I would also p o i n t out l i k e Mr. 

2 Montgomery s a i d d u r i n g the testimony, t h a t i n one of 

3 our p r i o r cases on t h i s very f u l l day was the Burch 

4 Keely U n i t , which has s u b s t a n t i a l d r i l l i n g w e l l s 

5 close together i n the Yeso. And I would p o i n t out 

6 one f u r t h e r pool i f we go t o the -- I be l i e v e i t 

7 i s -- I d i d t h i s case years and years ago f o r Devon 

8 i n the Northeast Red Lake G l o r i e t a Yeso Pool where 

9 Marbob, now COG, Devon, and other operators were --

10 you can go check out the d i v i s i o n ' s records -- were 

11 e s s e n t i a l l y d r i l l i n g f o u r Glorieta-Yeso w e l l s per 40. 

12 And i n one p a r t i c u l a r instance, Devon 

13 had overproduced one w e l l by about 100,000 b a r r e l s , 

14 and there i s testimony i n the record i n t h a t case 

15 t h a t they saw v i r t u a l l y no adverse e f f e c t on any 

16 immediate o f f s e t s . So drainage i s l i m i t e d i n these 

17 Glorieta-Yeso r e s e r v o i r s . And i n t h a t Northeast Red 

18 Lake Pool, there was an increase allowable granted t o 

19 the operator, so I don't t h i n k t h i s i s anything out 

2 0 of the o r d i n a r y , and i t w i l l help o b t a i n more data 

21 t h a t the d i v i s i o n can look a t . Thank you. 

22 MR. BROOKS: Mr. Hall? 

23 MR. HALL: I have nothing f u r t h e r . I 

24 t h i n k we need t o get people t o the a i r p o r t . 

2 5 MR. BROOKS: Okay. Ms. Munds-Dry, 
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does your c l i e n t take a p o s i t i o n on that? 

MS. MUNDS-DRY: We have no p o s i t i o n . 

MR. BROOKS: Okay. Very good. There 

being nothing f u r t h e r , Case Number 14554 w i l l be 

taken under advisement. 

(Discussion h e l d o f f the record.) 

MR. BROOKS: Let's change i t from 

t h i s case w i l l not -- t h i s Case Number 14554 w i l l not 

be taken under advisement. I t w i l l be continued t o 

the December --

MR. BRUCE: 2. 

MR. BROOKS: -- December 2; i s t h a t 

c o r r e c t ? 

MR. BRUCE: I b e l i e v e t h a t i s 

c o r r e c t . 

MR. BROOKS: Okay. F i r s t Thur sday i n 

December i n any e v e n t . Okay. We s t a n d a d j o u r n e d . 

V ' . . u,, rt --i •-.{ Cf-ige No, [ TZ27 

fcxammer h«-i ~ %Q p 
nmti by me on QML-~^-U~-- <^~' 

Ol! Ccnservcw 
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