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

Friday, May 16th, 1997, at 8:17 a.m.: 

EXAMINER CATANACH: C a l l the hearing back t o 

order t h i s morning, and I t h i n k I'm going t o t u r n i t over 

t o Mr. Bruce who has one l a s t witness i n h i s p r e s e n t a t i o n . 

Mr. Bruce? 

JOHN McDERMETT. 

the witness h e r e i n , a f t e r having been f i r s t duly sworn upon 

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name f o r the record? 

A. John McDermett. 

Q. And where do you reside? 

A. Midland, Texas. 

Q. What i s your occupation? 

A. I'm a r e s e r v o i r engineer, r e t a i n e d by Charles 

G i l l e s p i e . 

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

Di v i s i o n ? 

A. Yes, I have. 

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

accepted as a matter of record? 

A. Yes. 

Q. Would you give j u s t a very b r i e f o u t l i n e of your 

STEVEN T. BRENNER, CCR 
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experience w i t h the West Lovington-Strawn U n i t and the West 

Lovington-Strawn Pool? 

A. Okay, I was re t a i n e d by Charles G i l l e s p i e i n 

e a r l y 1994. They obviously had a good r e s e r v o i r , and they 

were wanting help i n e v a l u a t i n g i t f o r p o s s i b l e secondary 

enhanced recovery. 

Q. Did you prepare a study a t t h a t time? 

A. Yes, I d i d . The study was dated August of 1994. 

And the E x h i b i t 6 from yesterday i s a s l i g h t l y modified 

v e r s i o n of the same curve from t h a t r e p o r t , and i t , as 

E x h i b i t 6, has been presented p r e v i o u s l y . 

The previous versions were based on a 1 4 - m i l l i o n -

b a r r e l o i l i n place. I n the l a s t month or so I've r e v i s e d 

t o 1 5 - m i l l i o n - b a r r e l o i l i n place, j u s t t o match t h i s — 

match the l a t e r p o i n t s on the curve a l i t t l e b e t t e r . 

E i t h e r way, they both — The p r e d i c t i o n from back i n 1994 

matches the a c t u a l production versus pressure p r e t t y w e l l 

since then. 

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

McDermett as an expert engineer. 

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

Q. (By Mr. Bruce) Now yesterday, Mr. McDermett, the 

Hearing Examiner asked about u l t i m a t e r e c o v e r i e s . Would 

you discuss t h a t issue and perhaps give us a range? 

A. A l l r i g h t , the — F i r s t of a l l , the primary 

STEVEN T. BRENNER, CCR 
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recovery o f f of t h i s curve i s about 2.1 m i l l i o n b a r r e l s . 

We never had a r e a l forecast f o r the secondary reserves. 

There's not a — We don't have a simulator and we don't 

have an analogous f i e l d t o look a t . 

I d i d do a l i t e r a t u r e search and t e s t i f i e d i n a 

previous hearing we might expect under i d e a l c o n d i t i o n s 4 0-

t o 60-percent u l t i m a t e recovery of o i l i n place. 

For our economic purposes i n the past, we've used 

a 2 5- t o 3 0-percent t o t a l u l t i m a t e recovery, primary plus 

the — due t o the i n j e c t i o n . 

We t h i n k now t h a t the 25 t o 3 0 percent of o i l i n 

place, which t r a n s l a t e s t o 4 t o 4.5 m i l l i o n b a r r e l s , we 

t h i n k we're g e t t i n g evidence t h a t those are p r e t t y good 

estimates. 

Q. Okay, so t h a t 4 t o 4.5 m i l l i o n would be a 

reasonable estimate f o r u l t i m a t e recovery from t h i s pool? 

A. Yes, primary plus secondary; 2 of t h a t would be 

primary, and then the r e s t would be due t o the gas 

i n j e c t i o n . 

Q. Do you have anything else t o say on t h a t issue? 

A. No. 

Q. Okay. Now, on a r e l a t e d matter, are — a 

question t h a t came up yesterday, are o f f - u n i t t r a c t s , 

c u r r e n t o f f - u n i t t r a c t s , being drained by u n i t wells? 

A. I don't t h i n k they would be now, because as long 

STEVEN T. BRENNER, CCR 
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as we keep the pressure constant, whether — t h a t o i l i s 

j u s t going t o b a s i c a l l y s i t out t h e r e , and whether a w e l l 

i s d r i l l e d now or two years from now, as long as the 

pressure i s constant, i t ' s not going t o be moving, because 

th e r e won't be any d i f f e r e n t i a l causing i t t o f l o w 

anywhere. 

Q. One other matter. You were here yesterday, 

c o r r e c t ? 

A. Yes. 

Q. And you heard questions being asked about 

recovery of the i n j e c t e d gas? 

A. Yes. 

Q. What i s your comment on t h a t ? 

A. There were comments t h a t a t the end of gas 

i n j e c t i o n e v e n t u a l l y you w i l l recover t h a t gas t h a t you d i d 

i n j e c t , and t h a t i s t r u e . 

One t h i n g t o remember, unless you escalate your 

gas p r i c e higher than a discount f a c t o r o f , say, 10 

percent, you're s t i l l going t o be l o s i n g money on the gas 

you i n j e c t . 

Another t h i n g , even more important than t h a t , i s 

the o i l t h a t ' s being pushed out t o the edge w e l l s from the 

i n j e c t i o n i n the middle. So t h a t ' s the main p o i n t , r a t h e r 

than j u s t the cost of the gas t o the u n i t . 

Q. So what you're saying by the o i l being pushed out 

STEVEN T. BRENNER, CCR 
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t o the edge w e l l s , i t could b e — o i l could be being pushed 

o f f the u n i t i f the r e s e r v o i r extends o f f the u n i t ? 

A. I f i t extended t h a t f a r , i t could, i f t h e r e was a 

w e l l out the r e . 

Q. I f there's a w e l l out the r e . 

I n your opinion, i s the g r a n t i n g of the 

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

prevent i o n of waste? 

A. Yes. 

MR. BRUCE: Pass the witness, Mr. Examiner 

MR. CARR: No questions. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Just one question. The remaining reserves, do 

you have an estimate on how long i t might take t o recover 

those reserves? 

A. Well, a t t h i s p o i n t i t ' s k i n d of up i n the a i r . 

You know, the u n i t i s r e s t r i c t e d now t o the 250. I f t h a t ' s 

— I f the State "S" and the Chandler w e l l are brought i n , 

t h a t would increase t h a t r a t e . So we're k i n d of — A l l the 

h i s t o r y has been k i n d of a r t i f i c i a l l y c o n t r o l l e d , the r a t e . 

So I would expect a t whatever r a t e the allowable 

i s u l t i m a t e l y f i x e d , i t can produce a t t h a t allowable a t a 

constant r a t e f o r q u i t e some time. And then towards the 

end of the l i f e , when we decide i t ' s no longer economic t o 

STEVEN T. BRENNER, CCR 
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i n j e c t gas, w e l l , then, i t ' s going t o go p r e t t y f a s t , I 

would t h i n k . 

So you can take t h i s remaining secondary and 

d i v i d e i t by whatever allowable we had and get most of t h a t 

constant r a t e , I would t h i n k . 

EXAMINER CATANACH: I have nothing f u r t h e r . 

Anything else of t h i s witness? This witness may 

be excused. 

MR. BRUCE: That concludes our d i r e c t case. 

EXAMINER CATANACH: Okay, w e ' l l a t t h i s p o i n t 

t u r n i t over t o Mr. Carr. 

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

David Boneau. 

DAVID F. BONEAU, 

the witness h e r e i n , a f t e r having been f i r s t duly sworn upon 

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

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r the record, please? 

A. My name i s David Francis Boneau. 

Q. Where do you reside? 

A. A r t e s i a , New Mexico. 

Q. By whom are you employed? 

A. I'm employed there by Yates Petroleum 

Corporation. 

STEVEN T. BRENNER, CCR 
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Q. Dr. Boneau, have you p r e v i o u s l y t e s t i f i e d before 

t h i s D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t p r i o r testimony, were your 

c r e d e n t i a l s as an expert witness i n petroleum engineering 

accepted and made a matter of record? 

A. Yes, they were. 

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

t h i s case on behalf of Gillespie-Crow? 

A. I'm f a m i l i a r w i t h t h a t . 

Q. And are you f a m i l i a r w i t h the West-Lovington 

Strawn Unit? 

A. Yes, s i r . 

Q. What i s Yates Petroleum Corporation's i n t e r e s t i n 

the West Lovington-Strawn Unit? 

A. Yates Petroleum has no ownership i n t e r e s t i n the 

present West Lovington-Strawn U n i t . Yates Petroleum owns a 

p a r t of one of the w e l l s t h a t G i l l e s p i e i s proposing t o 

b r i n g i n t o the u n i t . Yates Petroleum owns an i n t e r e s t i n a 

w e l l , the Culp Number 1, t h a t ' s r e c e n t l y been proposed by 

G i l l e s p i e near the u n i t . And Yates Petroleum owns i n t e r e s t 

i n some of the other t r a c t s a d j o i n i n g the u n i t . 

Q. Have you reviewed the impact of t h i s A p p l i c a t i o n 

on the i n t e r e s t s of Yates Petroleum Corporation i n the West 

Lovington-Strawn Pool? 

STEVEN T. BRENNER, CCR 
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A. Yes, I have done t h a t . 

Q. Are you prepared t o review Yates' concerns about 

the expansion of t h i s u n i t as i t i s now proposed by 

Gillespie-Crow? 

A. I'm prepared t o do t h a t , yes, s i r . 

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

acceptable? 

EXAMINER CATANACH: Any objection? 

MR. HALL: (Shakes head) 

EXAMINER CATANACH: The witness i s so q u a l i f i e d . 

Q. (By Mr. Carr) Dr. Boneau, would you b r i e f l y 

s t a t e what Yates Petroleum Corporation seeks i n t h i s case? 

A. Yeah, Yates and Hanley are seeking two t h i n g s : 

One, we're seeking a expansion of the s t a t u t o r y 

u n i t , the West Lovington-Strawn U n i t , t o include a l l 

acreage t h a t ' s c o n t r i b u t i n g t o production i n the West 

Lovington-Strawn U n i t . 

And second, we're seeking adoption of an 

a l l o c a t i o n formula which w i l l d i s t r i b u t e the u n i t 

p r oduction from these t r a c t s and the expanding u n i t on a 

f a i r , reasonable, equitable basis, and our p o i n t i s t h a t 

t h a t ' s a d i f f e r e n t formula than the formula proposed by 

G i l l e s p i e . 

Q. Have you prepared or had prepared under your 

d i r e c t i o n and supervision c e r t a i n e x h i b i t s f o r p r e s e n t a t i o n 

STEVEN T. BRENNER, CCR 
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i n t h i s hearing? 

A. I've prepared those, yes, s i r . 

Q. Could you i d e n t i f y and review f o r Mr. Catanach 

what has been marked f o r i d e n t i f i c a t i o n as Hanley/Yates 

E x h i b i t Number 1? 

A. Yes, Hanley/Yates E x h i b i t Number 1 i s a map, an 

o r i e n t a t i o n p l a t . I t shows a number of t h i n g s t h a t are of 

i n t e r e s t . I n brown i s the cu r r e n t West Lovington-Strawn 

U n i t . I t also shows, as Tracts 12, 13 and Tract 14 the two 

80-acre t r a c t s t h a t G i l l e s p i e proposes t o add t o the u n i t . 

And i t shows a d d i t i o n a l acreage marked as Tracts 15 up t o 

3 0 t h a t Yates and Hanley propose t o be included i n the u n i t 

because they're c o n t r i b u t i n g t o production from the u n i t . 

And j u s t as a — I t h i n k , a l a s t t h i n g i t shows 

i s — Well i t doesn't show i t very w e l l , but the w e l l 

t h a t — the Culp Number 1 w e l l t h a t G i l l e s p i e i s proposing 

t o d r i l l near the u n i t would be located i n Tracts 19 and 

the adjacent p a r t of Tract 21. 

Q. Can you review the status of the t r a c t s i n the 

expanded u n i t area? 

A. Yes, the present u n i t p r e v i o u s l y has been c a l l e d 

by G i l l e s p i e Tracts 1 t o 11, and t h a t ' s a convenient 

nomenclature, and t h a t ' s shown i n brown i n E x h i b i t 1. 

There are 19 a d d i t i o n a l t r a c t s which c o n t a i n some 

of the acreage i n the r e s e r v o i r , as Yates and Hanley see 

STEVEN T. 
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the r e s e r v o i r , and a l l the acreage t h a t we're proposing t o 

include i n the u n i t w i l l be a f f e c t e d and i s being a f f e c t e d 

by u n i t operations, and the — Y o u ' l l hear the r e a l lowdown 

on these a d d i t i o n a l t r a c t s from our g e o l o g i c a l and 

engineering witness t h a t w i l l f o l l o w . 

Q. Let's go t o E x h i b i t Number 2. What i s t h i s ? 

A. E x h i b i t Number 2 i d e n t i - — w e l l , i t i d e n t i f i e s 

as w e l l as we're able t o the ownership of each of the 3 0 

t r a c t s t h a t Yates and Hanley believe should be i n t h i s 

expanded u n i t . 

The West Lovington-Strawn U n i t a t the lower r i g h t 

i s the present u n i t , Tracts 1 t o 11, and t h a t ' s mostly 

owned by Enserch and by G i l l e s p i e ; P h i l l i p s has about a 5-

percent i n t e r e s t and there's some i n d i v i d u a l s have small 

i n t e r e s t . 

The e x h i b i t , then, j u s t l i s t s the companies t h a t 

have the ownership of the t r a c t s t h a t Yates and Hanley are 

proposing t o b r i n g i n . I t ' s not an exhaustive l i s t of 

everyone's i n t e r e s t i n every t r a c t . Frankly, we were 

unable t o do t h a t i n a reasonable amount of time. But i t 

does t e l l you who owns the t r a c t s . 

And as G i l l e s p i e pointed out yesterday, they own 

i n t e r e s t i n a large number of these t r a c t s . They own 

i n t e r e s t i n 12, 13, I t h i n k 19, 20, 24, 25, 26, 28, 29. 

Enserch owns i n t e r e s t i n several of them, and Yates and 
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Hanley own i n t e r e s t i n some of them also. 

Q. Can you i d e n t i f y what's been marked as E x h i b i t 

Number 3 ? 

A. E x h i b i t Number 3 i s a — what we c a l l a n o t i c e 

l i s t . We provided n o t i c e t o G i l l e s p i e f o r each t r a c t t h a t , 

has been — t h a t we're proposing f o r expansion i n t o the 

u n i t . We've provided n o t i c e t o G i l l e s p i e of each of these 

30 t r a c t s . And t h i s i s an a f f i d a v i t and c e r t i f i c a t i o n of 

m a i l i n g and l i s t of the people and t h i n g s l i k e t h a t . 

Q. What response d i d you receive t o these n o t i c e 

l e t t e r s ? 

A. We've received one l e t t e r i n response, and t h a t ' s 

our E x h i b i t 4. We've received no l e t t e r s of o p p o s i t i o n , 

but I — there could be people i n attendance today t h a t 

stand up and oppose i t or support i t . 

But we have received a l e t t e r from Vierson and 

Cochran, who's one of the other m i n o r i t y i n t e r e s t s i n the 

State "S" w e l l t h a t supports our p o s i t i o n , and t h a t ' s 

E x h i b i t 4. 

Q. Now, Dr. Boneau, I ' d l i k e t o have you go t o what 

has been marked as Exhibit. Number 5 and e n t i t l e d "Yates 

Summary", and I would l i k e you j u s t t o i n i t i a l l y review f o r 

the Examiner b a s i c a l l y the p o i n t s t h a t you hope t o make 

w i t h your pr e s e n t a t i o n . 

A. Yes, E x h i b i t Number 5 contains two pages. The 
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f i r s t one i s a summary of what I t h i n k i s important i n t h i s 

case, and I hope I can make those p o i n t s . 

F i r s t of a l l , G i l l e s p i e has done a wonderful 

geologic j o b i n discovering t h i s i n t e r e s t i n g , l a r g e p o o l , 

and G i l l e s p i e , I t h i n k , has i n s t i t u t e d a successful 

secondary recovery p r o j e c t , and they are simply t o be 

congratulated f o r t h a t . I know we have been l o o k i n g f o r 

these k i n d of pools out there, and we sure haven't found 

one of t h i s s i z e , and they have j u s t done a great j o b doing 

t h a t . 

But they haven't been p e r f e c t i n some other 

areas. From Yates' p o i n t of view, i n item number 2 t h e r e , 

expanding t h i s u n i t t o include the State "S" 1 where Yates 

has an i n t e r e s t could have been easy, should have been 

easy. 

I n the f i r s t h a l f of 1996, we found out t h a t we 

were involved w i t h G i l l e s p i e here, and they were going t o 

expand the u n i t and do a l l these t h i n g s . And i t turned out 

t h a t Yates was the only one t h a t d i d anything about t r y i n g 

t o expand the u n i t . And Yates made o f f e r s t o compromise 

and s e t t l e the issue when i t b a s i c a l l y j u s t i n v o l v e d the 

State "S" Number 1. 

And I j u s t got — Well, I'm sure I got f r u s t r a t e d 

a t times. But G i l l e s p i e was only i n t e r e s t e d i n producing 

o i l and not i n expanding the u n i t and g e t t i n g a f a i r 
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settlement here. 

The m i n o r i t y i n t e r e s t owners i n the State "S", 

which include Yates and Vierson and Cochran and some Wilson 

people and, I guess, L a r i o , I t h i n k undeniably were t r e a t e d 

badly by G i l l e s p i e . 

I n the spring of 1996, when we should have been 

t a l k i n g about u n i t i z a t i o n , G i l l e s p i e , who's the operator of 

t h a t State "S" w e l l , cut i t back t o l i k e 90 b a r r e l s a day 

and upped the production on the o f f s e t u n i t w e l l s , j u s t 

b l a t a n t l y t r y i n g t o d r a i n the State "S" 1. 

I've been r e a l happy t o hear, you know, 

co n t i n u i n g , the G i l l e s p i e people t e l l us how valuable these 

edge w e l l s are. The State "S" i s a valuable w e l l , and 

they've t e s t i f i e d , e s s e n t i a l l y , and I b e l i e v e t h a t i t ' s 

going t o r e t a i n a low GOR u n t i l e s s e n t i a l l y the end of the 

u n i t , when blowdown s t a r t s . I t ' s going t o produce a l o t of 

the o i l from t h i s secondary recovery p r o j e c t . 

The State "S" 1 — On a s i m p l i f i e d basis, the 

State "S" 1 i s as good a w e l l as any i n the u n i t . They 

have t e n producers, the State "S" w e l l i s one producer. 

Just on simple smell t e s t , the State "S" i s one out of 11 

w e l l s , and i t seems l i k e i t ought t o have one out of 11, 

the one — something l i k e 9 percent of the u n i t . 

Okay. Another p o i n t I r e a l l y need t o make i s 

t h a t when Hanley's w e l l came i n t o the p i c t u r e — and t h a t 
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was i n the l a t e summer l a s t year — I f i n a l l y r e a l i z e d t h a t 

we weren't going t o have a compromise and an easy s o l u t i o n 

t o t h i s . I was s t r u g g l i n g w i t h how badly Yates has been 

t r e a t e d , and our other f r i e n d s , and I saw t h a t Hanley was 

t r e a t e d j u s t so much worse, and I k i n d of gave up the idea 

t h a t we could compromise and t h a t we needed t o take a 

d i f f e r e n t tack t o t h i s . 

I also, i n Number 3, speak a minute from 

Hanley — I t ' s important t h a t you understand t h i s , I t h i n k , 

or t h a t everybody here involved understand t h i s . Hanley 

operates the Chandler Number 1, and i t has other acreage, 

l i k e most of Section 28, t h a t i t needs t o develop. 

The c u r r e n t s i t u a t i o n i s t h a t i f Hanley d r i l l s a 

good w e l l on the undeveloped acreage, the u n i t w i l l take i t 

w i t h almost no compensation. I n the proposal t h a t 

G i l l e s p i e has before you, Hanley has a w e l l t h a t ' s been 

making about 200 b a r r e l s a day. I n the month I looked a t 

i t , i t was making 194 b a r r e l s a day. The G i l l e s p i e 

proposal f o r b r i n g i n g t h a t w e l l i n t o the u n i t w i l l give 

Hanley e i g h t b a r r e l s a day. 

And so the present s i t u a t i o n j u s t gives Hanley no 

way t o develop i t s acreage. Hanley can t o l e r a t e , can l i v e 

w i t h i t ' s acreage being i n the u n i t or out of the u n i t . 

But i t ' s got t o know which one i t i s . Nobody can t o l e r a t e 

t h i s — You d r i l l a w e l l , we take i t i f i t ' s good, you keep 
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i t i f i t ' s bad. That s i t u a t i o n j u s t must be s e t t l e d , from 

Hanley's p o i n t of view and from any p o i n t of f a i r n e s s . 

Q. I n your opinion, i s the c u r r e n t formula f a i r ? 

A. The formula proposed by Hanley [ s i c ] f o r 

expanding t h i s u n i t i s very u n f a i r and needs t o be changed 

r a d i c a l l y , and I have a — The second page of t h i s e x h i b i t , 

I hope, can i l l u s t r a t e t o the Examiner why i t ' s u n f a i r . 

Q. Okay. Would you review the second page of t h i s 

e x h i b i t ? What month d i d you use i n — what — 

A. The l a t e s t — And we a l l know the ONGARD s t o r y 

and e t cetera. The l a t e s t month f o r which I could get 

production going i n t o t h i s hearing was February of 1997, 

and G i l l e s p i e as operator had data f o r March yesterday, but 

the l a t e s t month I could get was February and I used 

February. 

You can do these c a l c u l a t i o n s f o r any other 

month, and y o u ' l l get s i m i l a r r e s u l t s . 

Q. Okay, what does t h i s show? 

A. Page 2 of E x h i b i t 5 shows the e f f e c t on c u r r e n t 

p r o d u c t i o n of the various proposals t h a t you're hearing, of 

the c u r r e n t s i t u a t i o n of the G i l l e s p i e proposal t h a t you've 

heard, and of the Hanley-Yates proposal, which you're going 

t o hear or you're s t a r t i n g t o hear. So those are the th r e e 

columns of numbers. 

The owners of the o r i g i n a l West Lovington-Strawn 
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U n i t , Tracts 1 t o 11, i n February produced 2171 b a r r e l s of 

o i l a day. The State "S" 1 produced 287 b a r r e l s a day i n 

February, of which Yates got 3 4 and the r e s t of the owners 

got 253. 

The Hanley Chandler Number 1 produced 194 b a r r e l s 

a day i n February, and the outside t r a c t s have no 

production — Well, t h a t ' s absolute- — t h a t ' s not q u i t e 

t r u e . I j u s t l e f t out the "EC" 1. The "EC" 1 d i d have 

some production t h a t i t would s l i d e on through. 

Q. So the f i r s t column shows — 

A. So the f i r s t column shows i n February the u n i t , 

the State "S" 1 and the Chandler w e l l produced 2652 b a r r e l s 

of o i l per day. 

Under — I n the second column or the t h i r d 

column, the column labeled " G i l l e s p i e Proposal", i f t h a t 

proposal had been i n e f f e c t i n February, the u n i t owners 

would have gotten 2527 b a r r e l s a day. They would have 

got t e n 350 more b a r r e l s of o i l every s i n g l e day. 

The Yates i n t e r e s t i n the State "S" 1 would have 

dropped from 3 4 t o 14, the Hanley i n t e r e s t i n the Chandler 

1 would drop from 194 t o 8, the r e s t of the State "S" 1 

would have dropped from 253 t o 103, and the r e would be no 

e f f e c t , e s s e n t i a l l y , on the outside t r a c t s since Hanley i s 

not proposing t o b r i n g t h a t i n . 

My main p o i n t i s , them g a i n i n g 350 b a r r e l s , 
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Hanley l o s i n g almost a l l of i t s production and Yates being 

cut i n h a l f i s obviously u n f a i r . I t ' s lousy. 

I n the l a s t column, then, the formula t h a t ' s 

going t o — t h a t ' s being proposed by Hanley and Yates would 

be b e t t e r . I don't know i f i t ' s p e r f e c t , and I ' d love t o 

s i t down w i t h these people and negotiate something. But i t 

would be a heck of a l o t b e t t e r . 

The owners of the West Lovington-Strawn U n i t , i n 

February, would have gotten 2098 b a r r e l s a day, a decrease 

of 73 b a r r e l s a day; the Yates i n t e r e s t i n the State "S" 1 

would have gone from 34 t o 27; the Hanley i n t e r e s t i n the 

Chandler would have gone from 194 t o 161; and the r e s t of 

the State "S" 1 would have gone down by about 50 b a r r e l s a 

day. 

A l l of them would have gone down, and the reason 

a l l of them would have gone down i s t h a t Hanley and Yates 

are proposing t h a t some of the i n t e r e s t i n the u n i t be 

given t o these outside t r a c t s t h a t are c o n t r i b u t i n g t o 

production. And under our proposal, those outside t r a c t s 

would have gotten 160 b a r r e l s of o i l a day. 

P h i l l i p s owns none of t h a t , but G i l l e s p i e owns a 

s i g n i f i c a n t amount of t h a t . Enserch owns some, Yates and 

Hanley own some. 

When you add t h a t o i l t h a t G i l l e s p i e would get 

from the outside t r a c t s back t o what i t gets from the u n i t , 
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i t s p o s i t i o n i s not much changed. 

Anyway, the p o i n t i s t h a t the G i l l e s p i e proposal 

i s j u s t c l e a r l y u n f a i r . I t ' s taken away the o i l from the 

State "S" 1 and the Chandler 1 and j u s t handing i t t o the 

c u r r e n t u n i t owners. 

The Hanley-Yates proposal i s a l o t b e t t e r . 

That's the whole p o i n t . I t ' s on the road t o being f a i r , 

i t ' s close t o being f a i r , i t ' s i n the b a l l p a r k of being 

f a i r . And the G i l l e s p i e proposal i s outside l e f t f i e l d , 

over the fence, down the r a i l r o a d t r a c k someplace. 

Q. A l l r i g h t , Dr. Boneau, l e t ' s take a look a t what 

has been marked as Yates/Hanley E x h i b i t Number 6. W i l l you 

i d e n t i f y t h a t and then review the s i g n i f i c a n t p o i n t s on 

t h a t e x h i b i t ? 

A. Yes, s i r , I ' l l attempt t o do t h a t . And I don't 

want t o go through every p o i n t , but E x h i b i t 6 i s a 

chronology of events, e s s e n t i a l l y from the time t h a t Yates 

became involved. So Yates has no i n t e r e s t i n the c u r r e n t 

West Lovington-Strawn U n i t . We own none of i t . 

And t h a t u n i t became e f f e c t i v e i n October 1, 

1995. Yates become involved when the State "S" 1 was 

d r i l l e d , and a c t u a l l y i t was d r i l l i n g — i t was a t TD when 

the u n i t became e f f e c t i v e . 

G i l l e s p i e discovered t h a t Yates and others owned 

about a t h i r d of t h a t w e l l . A c t u a l l y , Yates owns 11.7 
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percent of the State "S" 1, the way we f i g u r e i t . That was 

a r e a l good w e l l t h a t IP'd i n October of 1995 a t 505 

b a r r e l s of o i l a day, and I t h i n k i t ' s c l e a r t h a t G i l l e s p i e 

was the operator of t h a t u n i t . So Yates had h a r d l y any 

c o n t r o l over i t s operations. 

When G i l l e s p i e discovered t h a t other people own 

p a r t of t h a t w e l l , i t sent out a l e t t e r i n January 8th, 

1996, t e l l i n g us a l l about i t . But what I t h i n k was 

important about t h a t l e t t e r , t o me, was, G i l l e s p i e s a i d 

they would do two t h i n g s . They would l e t the w e l l pay out 

and then do two t h i n g s : They would choke i t back t o 175 

b a r r e l s a day, and they would move t o b r i n g i t i n the u n i t . 

And the t r u t h i s t h a t they d i d n ' t do e i t h e r of 

those. And I'm j u s t i n the h a b i t of expecting people t o do 

what they say they're going t o do, and these guys d i d n ' t do 

i t . 

What they r e a l l y d i d — and I t h i n k t h a t w i l l be 

shown i n the next e x h i b i t , was cut back our w e l l t o l i k e 93 

b a r r e l s a day, and they jacked up the production from the 

o f f s e t u n i t w e l l s t o t r y t o d r a i n the State "S" 1, and they 

d i d zero about t r y i n g t o b r i n g us i n t o the u n i t . 

F i n a l l y , i n June, 1996, Yates c a l l e d an 

operators' meeting because G i l l e s p i e wasn't doing anything, 

and G i l l e s p i e sent out some b a l l o t s p r i o r t o t h i s meeting 

and they wouldn't t e l l us what happened t o the b a l l o t s . 
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They j u s t made no move t o do t h a t . 

A f t e r t h i s — Try t o be t r u t h f u l w i t h the 

Examiner. Up t o t h i s meeting, I thought t h a t the State "S" 

w e l l was so f a r away from the i n j e c t o r t h a t i t would not be 

a f f e c t e d . And I had no data; I j u s t s a i d , There are f i v e 

l o c a t i o n s between there. How i n the heck i s t h a t i n j e c t e d 

gas going t o get over t o support our State "S" 1? I t j u s t 

i n t u i t i v e l y d i d n ' t seem l i k e l y . 

And so, you know, I went t o the meeting t h i n k i n g 

t h a t probably our w e l l was not i n communication. G i l l e s p i e 

showed me data t h a t showed t h a t i t was, and from t h a t time 

forward, scout's honor, i t ' s i n communication, i t ought t o 

be i n the u n i t . 

And a f t e r t h a t June meeting, you know, Yates sent 

G i l l e s p i e a l e t t e r proposing a formula or proposing a — 

what I would c a l l a compromise t h a t we'd vote f o r t a k i n g 

the State "S" i n the u n i t where i t got 4.89 percent of i t . 

That's been t e s t i f i e d and, you know, what everybody needs 

t o understand, Yates owned 11.7 percent of t h i s State "S" 

1. That was going t o t r a n s l a t e i n t o a h a l f or one percent 

of the u n i t , a t i n y amount. 

And I simply judged e a r l y i n t h i s deal t h a t the 

money t h a t Yates had involved i n i t could not support 

f i g h t i n g about i t very much. I would have loved t o have 

done a computer s i m u l a t i o n and a big-time r e s e r v o i r study 
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and found out what was r e a l l y going on, but Yates had 

$50,000 or $100,000 or something i n v o l v e d , and I r e a l l y 

d i d n ' t want t o spend i t a l l , l i k e i t t u r n s out we have, on 

lawyers and consultants and t r i p s , and a heck of a l o t of 

my time, you know, on my r e g u l a r j o b . 

And so we wanted t o get the t h i n g s e t t l e d i n some 

halfway f a i r way and go away. And we t r i e d — We thought 

we t r i e d t o do t h a t . 

And the response we got was t h a t we found out 

t h a t Hanley was, you know, being t r e a t e d t h i s r i d i c u l o u s 

way t h a t I've j u s t described t o you, and t h a t G i l l e s p i e 

f i l e d an a p p l i c a t i o n t o r e s t r i c t the pool allowables, 

e s s e n t i a l l y , i n an e f f o r t t o l e g i t i m a t i z e the treatment 

t h a t we were g e t t i n g . 

P r e t t y much a t t h a t p o i n t , which was l a t e summer, 

I gave up hope of an easy compromise, and i t became a 

matter of — what I would c a l l a matter of p r i n c i p l e ; we 

j u s t needed t o get t h i s t h i n g solved r i g h t even though 

m o n e t a r i l y i t was not going t o b e n e f i t us very much. 

So f i n a l l y i n January, G i l l e s p i e f i l e d a motion 

t o expand t h i s so t h a t we had a forum on which t o a c t u a l l y 

hear what was going on i n the u n i t , and t h a t has l e d t o 

today, t o the hearing t h a t we're having yesterday and 

today. 

Q. I n your experience, have normal procedures been 
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fo l l o w e d by G i l l e s p i e i n terms of the formation of t h i s 

u n i t ? 

A. No, I was very surprised by what has happened. I 

— I mean, you know, i t ' s been an education f o r me. I 

should have been around enough t o know these t h i n g s happen. 

But I was r e a l l y s urprised. 

Normally, u n i t i z a t i o n i s a v o l u n t a r y process 

where the a f f e c t e d p a r t i e s s i t down, t a l k about t h i n g s , 

hammer out t h e i r various i n t e r e s t s and come t o the 

Commission w i t h a s o l u t i o n . There's been z i l c h 

n e g o t i a t i o n s i n t h i s , there's been no exchange of data. 

Subpoenas are the only way t h a t you get even normal t h i n g s 

t h a t ought t o be p u b l i c and ought t o be r e a d i l y a v a i l a b l e . 

I t ' s j u s t been h o r r i b l e , instead of a v o l u n t a r y n e g o t i a t i o n 

of a normal u n i t operation. 

Q. Let's go t o what has been marked Yates/Hanley 

E x h i b i t Number 7. Could you t e l l me what t h i s i s ? 

A. Yates/Hanley E x h i b i t Number 7 i s our — i s a 

t a b l e , but i t ' s my best i l l u s t r a t i o n of how p o o r l y the 

State "S" 1 was t r e a t e d by G i l l e s p i e . 

And I c a l l your a t t e n t i o n t o the months February, 

March, A p r i l and May of 1996, you know, some other months. 

But out the r e i n the f i f t h column, labeled "State 'S* 1 

Production, Barrels of O i l per Day", i n February, March, 

A p r i l and May, G i l l e s p i e as operator of the State "S" 1 
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r e s t r i c t e d the production t o 93, 99, 95 and 103 b a r r e l s a 

day. 

And w i t h the — Well, anyway, they d i d t h a t , and 

a t the same time they r a i s e d the production on the West 

Lovington-Strawn Units Number 8 and Number 9, which are the 

o f f s e t t i n g u n i t w e l l s t o the numbers you see t h e r e , up t o 

one month of 379 b a r r e l s a day, 362 b a r r e l s a day, 252 

b a r r e l s a day, numbers away above the 17 5 t h a t they're 

t a l k i n g about being normal f o r a u n i t . So... 

Q. And those are the immediately o f f s e t t i n g w e l l s — 

A. Those are the immediately o f f s e t t i n g u n i t w e l l s 

t o the west. They doubled t h e i r production and cut ours 

back t o almost z i l c h . 

Q. Did Yates request the State "S" Well Number 1 be 

produced a t higher rates during t h i s time? 

A. Well, w i t h the ONGARD s i t u a t i o n i t took us a 

wh i l e t o l e a r n what they had done, and we learned what they 

had done, we had our — our lawyer, who a t t h a t p o i n t was 

Ernie C a r r o l l i n A r t e s i a , you know, c a l l Mr. Crow. John 

Yates i s considering himself a personal f r i e n d of Mr. 

G i l l e s p i e . Anyway, we made c a l l s asking them t o f u l f i l l 

what we thought was t h e i r duty. 

What I thought — You know, what we thought 

should have happened was t h a t the State "S" Number 1, 

outside the u n i t has an allowable of 445 b a r r e l s a day, a 
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prudent operator would have produced i t a t 4 45 b a r r e l s a 

day, and t h a t would have encouraged G i l l e s p i e t o move ahead 

w i t h expansion of the u n i t . 

And i t — Just coincidence made i t t h a t G i l l e s p i e 

had c o n t r o l of everything, and i n our sense they d i d n ' t 

r e a l l y f u l f i l l t h e i r duty t o the — as operator of the 

State "S" 1. And when we f i n a l l y f i g u r e d out what they 

were doing, yes, we complained, we... 

Q. I n your opinion, has the u n i t drained reserves 

from the acreage t h a t ' s dedicated t o the State "S" Number 

1? 

A. Well, before the State "S" Number 1 was d r i l l e d , 

i t had t o d r a i n reserves because of the f a c t t h a t the 

pressure of the State "S" 1 was lower. 

But the State "S" 1 has o i l i n place under i t and 

under the — a c t u a l l y under the t r a c t t o the east t h a t i t 

i s d r a i n i n g , and the way G i l l e s p i e r e s t r i c t e d the State "S" 

1 and upped the u n i t production, i t made an attempt t o 

d r a i n us and — you know, probably a successful attempt. 

Q. Does Yates, i n f a c t , d esire f o r the u n i t t o be 

expanded t o include the acreage which i s dedicated t o the 

State "S" Number 1? 

A. Yes, Yates wants the u n i t expanded t o inc l u d e the 

State "S" 1, the Chandler w e l l , and other acreage t h a t 

y o u ' l l see i s c l e a r l y w i t h i n t h i s r e s e r v o i r , i s d e f i n i t e l y 
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w i t h i n t h i s r e s e r v o i r . 

Q. Now, Dr. Boneau, on May 2nd G i l l e s p i e proposed t o 

Yates the d r i l l i n g of an a d d i t i o n a l w e l l i n the West 

Lovington-Strawn Pool. Where i s t h i s w e l l located? 

A. The w e l l you r e f e r t o i s c a l l e d the Culp Number 

1. I t ' s proposed t o be located 2 310 f e e t from the n o r t h 

and east l i n e s of Section 34 of 15 South, 35 East, i n Lea 

County, and t h a t t u r n s out t o be 33 0 f e e t from the acreage 

dedicated t o the State "S" Number 1, and i t ' s also 330 f e e t 

from the cu r r e n t u n i t boundary. I t ' s close. 

Q. I n your opinion, should t h i s acreage a t t h i s time 

be included i n the u n i t ? 

A. The acreage dedicated t o the Culp Number 1, I see 

no argument about t h a t . I t ' s i n the r e s e r v o i r ; i t w i l l 

e i t h e r d r a i n the u n i t or the u n i t w i l l d r a i n i t . 

But we're back t o ki n d of the same game. 

G i l l e s p i e i s t r y i n g t o p u l l another State "S" 1 on us. 

Yates would own p a r t of t h a t , and we'd i n the same — the 

same m i n o r i t y owner w i t h no c o n t r o l , subject t o G i l l e s p i e ' s 

whims. 

I t ' s another recipe f o r a l o t of lawyer b i l l s and 

con s u l t a n t b i l l s . 

Q. As i t now stands, i f t h a t w e l l i s d r i l l e d , would 

Yates be paying i t s p r o p o r t i o n a t e share of the w e l l based 

on the dedicated acreage? 
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A. Yes, and on a — You know, on a geologic basis, 

I'm recommending t o the Yates people t h a t we p a r t i c i p a t e i n 

t h a t w e l l . 

I f i t ' s going t o be taken away from us l i k e t h i s , 

we — you know, we may t h i n k . But g e o l o g i c a l l y , Yates 

would p a r t i c i p a t e i n t h a t w e l l r i g h t now. 

Q. W i l l Yates and Hanley c a l l g e o l o g i c a l and 

engineering witnesses t o review the j u s t i f i c a t i o n f o r t h e i r 

new proposed u n i t boundary? 

A. Yes, w e ' l l c a l l two other witnesses. 

Q. W i l l these witnesses also e x p l a i n the proposed 

changes t o the formula which are being recommended by Yates 

and Hanley? 

A. T h e y ' l l t a l k about t h a t i n a l o t of d e t a i l , yes, 

s i r . 

Q. Were Yates/Hanley E x h i b i t s 1 through 7 e i t h e r 

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

A. Yes, they were. 

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

move the admission i n t o evidence of E x h i b i t s 1 through 7 of 

Hanley and Yates Petroleum Corporation. 

EXAMINER CATANACH: E x h i b i t s 1 through 7 w i l l be 

admitted as evidence. 

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

examination of Dr. Boneau. 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

159 

CRO S S-EXAMINATION 

BY MR. BRUCE: 

Q. Dr. Boneau — 

A. Yes, s i r . 

Q. — would you look a t your E x h i b i t s 1 and 2, 

please? 

A. I have those. 

Q. Okay, looking a t Tract 18, I'm a l i t t l e confused. 

Your Tract 18 i s i n Section 27. You show i t i n E x h i b i t 1 

t o cover the southeast of the southwest and the southwest 

of the southeast. And then on E x h i b i t 2, you show two 

l i s t i n g s f o r i t , but you show i t covering also the 

southeast of the southeast. Which are you proposing? 

A. The map i s c o r r e c t , and there's a typo on E x h i b i t 

2. Tract 18 — And I've got t o r e a l l y t h i n k about these 

southeast southwest t h i n g s t o get them down t h e r e r i g h t . 

Q. And you're not a landman? 

A. Just by necessity. 

But the — Anyway, Tract 18 a c t u a l l y does not 

have the same ownership i n the one 4 0 t h a t i t has i n the 

other 40. I t ' s an 8 0-acre, as shown on the map. 

Q. I t ' s one lease w i t h d i f f e r e n t ownership? 

A. I t ' s one lease, but the eastern p a r t of i t i s 

dedic- — t o a — an agreement t h a t — ope r a t i n g agreement 

i s r e l a t e d t o — oh, some other lease. I'm not a landman, 
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and I ' l l get i t a l l screwed up. 

But anyway, the ownership i s d i f f e r e n t on the 

western p a r t of Tract 18 from the eastern p a r t of Tract 18, 

and E x h i b i t 2 was intended t o say t h a t , and the acreage, 

southeast and southwest, et cetera, on E x h i b i t 2 are 

screwed up. 

Q. Okay. Now, looking a t your E x h i b i t 5, under 

p o i n t 2, you say t h a t since you have one of 11 producers 

you should have one d i v i d e d by 11, nine percent of the 

u n i t . 

Now, you can look a t your E x h i b i t 1 i f you want, 

but i f a w e l l was d r i l l e d 80 — This pool has 80-acre 

spacing; i s t h a t correct? 

A. That's my understanding, yes, s i r . 

Q. So i f you looked a t the expanded u n i t , t h e r e 

would be room f o r about 2 0 w e l l s i n there? 

A. Correct. There's q u i t e a b i t of acreage i n 

the — 

Q. That's u n d r i l l e d ? 

A. — expanded p a r t . 

Q. Okay. 

A. Yes. 

Q. Are you saying t h a t every t r a c t should be d r i l l e d 

and then j u s t d i v i d e d up, based on a w e l l — one w e l l per 

80 acres? 
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A. No, anything can be taken, I t h i n k , t o r i d i c u l o u s 

extremes. 

Q. And t h a t would s u b s t a n t i a l l y lower t h i s nine 

percent i f t h a t ' s the case, wouldn't i t ? 

A. Well — Yeah. When I'm t a l k i n g about item 2.e. 

th e r e , i n my mind I'm t h i n k i n g about l i k e a year ago when 

we had the U n i t and the State "S" 1 and no other 

complications, r e a l l y , had entered y e t . 

My p o i n t i s , the State "S" 1 i s a w e l l comparable 

t o the w e l l s i n the u n i t . I t may be b e t t e r , but i t ' s a t 

l e a s t as good as those w e l l s . I t ' s r e a l l y valuable t o the 

u n i t because i t — You know, i t sounds crazy but i n t h i s 

case i t ' s valuable because i t ' s downdip. 

Q. And i t ' s — 

A. And i t ' s going t o — And i t ' s been producing a t 

t h i s low GOR, and as the gas come down and down and down, 

t h a t State "S" take p o i n t i s going t o p h y s i c a l l y take a 

heck of a l o t of the secondary recovery o i l out of the 

u n i t . 

Q. The gas cap i s pushing the o i l out; i s t h a t 

c o r r e c t ? 

A. The gas cap i s pushing the o i l out t h e r e . 

But my p o i n t i s simply t h a t i t ' s as good a w e l l 

as any i n the u n i t . And j u s t as a f i r s t look i n the wind 

a t what i t ought t o be worth, i t ought t o be worth 
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something l i k e one-eleventh of the u n i t when we're t a l k i n g 

about the present u n i t and the State "S" 1. When you add 

i n other acreage, you d i l u t e everybody. 

And the p o i n t i s t h a t my idea of the smell t e s t 

says t h a t i t ought t o be closer t o nine than the fo u r t h a t 

we've been t a l k i n g about. 

Q. Have you done any o i l - i n - p l a c e c a l c u l a t i o n s f o r 

any of these t r a c t s ? 

A. Have I done o i l - i n - p l a c e f o r any of these t r a c t s ? 

I have s u r e l y done o i l - i n - p l a c e c a l c u l a t i o n s f o r some of 

the t r a c t s , f o r the — 

Q. What about Tract 14? Have you done i t f o r t h a t 

t r a c t ? 

A. Well — I have done i t — Okay. I ' l l say what 

I — Yeah, I can do the c a l c u l a t i o n s , I can s i t down and 

run a planimeter and c a l c u l a t e t h i n g s , and I have done t h a t 

f o r Tracts 12, 13 and a l i t t l e b i t f o r 14. I have worr i e d 

about where the S o(0)h i s located i n the area of Tracts 13 

and 14. I have not worried about where i t i s drawn i n the 

area of Tract 14. 

So i n Tract 14 I have c a l c u l a t e d o i l i n place 

based on your map, based on a map provided by Hanley/Yates' 

g e o l o g i s t , which y o u ' l l see — the Hanley g e o l o g i s t . 

But I have done what I would c a l l no engineering 

or l o g work, e t cetera, i n the area of Tract 14, and I want 
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t o make t h a t — 

Q. Well, you said you had c a l c u l a t e d — You had some 

rough c a l c u l a t i o n s f o r Tract 14. What d i d you have f o r 

numbers, o i l i n — o r i g i n a l o i l i n place? 

A. Your map shows the numbers t h a t you showed i n 

place. I mean, I can d u p l i c a t e those numbers, r e a l small 

numbers. 

The map t h a t our g e o l o g i s t w i l l show has l i k e 

f i v e percent of the u n i t under th e r e , f i v e percent of the 

o i l under th e r e . Just a hugely d i f f e r e n t number. And 

you're wasting your time, probably, arguing w i t h me; you 

need t o argue w i t h the g e o l o g i s t who drew those two maps. 

That's where the d i f f e r e n c e l i e s . I can competently get an 

o i l - i n - p l a c e number from a map, but you give me a map, I — 

Q. I t ' s dependent upon the geologist? 

A. I t ' s dependent upon the g e o l o g i s t , and I have not 

done anything independent of the g e o l o g i s t . 

Q. I n your — You know, one of your p o i n t s you make, 

you congratulate Charles G i l l e s p i e f o r d i s c o v e r i n g t h i s 

p ool. Did you t h i n k t h a t G i l l e s p i e and Enserch b e n e f i t t e d 

t h i s e n t i r e pool by r e s t r i c t i n g t h e i r own produ c t i o n t o 100 

b a r r e l s of o i l per day f o r a year and a h a l f , pending 

u n i t i z a t i o n ? 

A. No, I t h i n k t h a t — What I t r i e d t o say t h e r e 

includes c o n g r a t u l a t i o n s f o r doing i t r i g h t up t o t h a t 
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p o i n t . They found the t h i n g . They wor r i e d about some 

science; t h a t involved back t h e i r cash flo w f o r a w h i l e 

u n t i l they could get a l i t t l e science. They made 

reasonable decisions, they went ahead w i t h the p r o j e c t , and 

i t looks l i k e the p r o j e c t ' s working. Kudos t o you. Good 

j o b , guys. 

Q. Well, my question i s , do you t h i n k r e s t r i c t i n g 

the production t o 100 b a r r e l s of o i l per day — And t h a t ' s 

when the allowable was 445 a day, r i g h t ? 

A. Yes. 

Q. So t h a t ' s r e s t r i c t i n g production about 80 

percent? 

A. I t ' s a b i g — 

Q. Do you t h i n k t h a t helped t h i s pool u n t i l pressure 

maintenance was i n s t i t u t e d ? 

A. From a cursory look, i t c l e a r l y helped the pool. 

Y o u ' l l hear from our engineer a s l i g h t l y d i f f e r e n t s l a n t on 

i t . But yeah, t h a t was the r i g h t t h i n g t o do a t t h a t time. 

Q. And do you — w e l l — Now, you've said t h a t 

r e a l l y Yates was the only one i n t e r e s t e d i n u n i t i z i n g 

d u r i n g the f i r s t h a l f of 1996? 

A. That's the impression I got, yes, s i r . 

Q. I've handed you what's been marked Gillespie-Crow 

E x h i b i t 28. Have you seen t h a t l e t t e r before? 

A. Yes, I've seen i t before. 
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Q. Could I d i r e c t your a t t e n t i o n t o paragraph number 

— not paragraph number 1 but the item number 1? What does 

t h a t say? 

A. I t says, "We oppose having the State S put i n t o 

the U n i t . We b e l i e v e t h a t i t does not b e n e f i t 

s u b s t a n t i a l l y from your improved recovery p r o j e c t . " 

Q. Now, d i d n ' t you j u s t t e s t i f y t h a t i n June of 1996 

you found out enough data t o show t h a t the State "S" was 

s u b s t a n t i a l l y b e n e f i t t i n g from the pressure-maintenance 

p r o j e c t ? 

A. Yes, I t o l d you t h a t . 

Q. Then a month l a t e r — And you say d u r i n g the 

f i r s t h a l f of 1996 Yates i s the only one who wants t o 

u n i t i z e , and then i n J u l y we have t h i s l e t t e r . Does t h a t 

appear t h a t Yates i s pushing u n i t i z a t i o n ? 

A. Yeah, I t h i n k i t appears t h a t Yates i s pushing — 

You can t e l l I d i d n ' t sign t h i s l e t t e r ; I hope you can t e l l 

t h a t I d i d n ' t sign t h i s l e t t e r . 

Q. I see t h a t , Dave. 

A. Okay. 

Q. But Mecca Mauritsen i s — 

A. Mecca Mauritsen i s a Yates — 

Q. — an employee of Yates? 

A. — employee who's worked on t h i s p r o j e c t as a 

landperson. 
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Q. Now — 

A. No, I do not agree w i t h the words i n item number 

1. I t h i n k t h a t Mecca put item number 1 i n her l e t t e r 

because Yates i s p u r p o r t i n g t o represent i n some sense the 

other m i n o r i t y owners i n the State "S" 1, and the Wilsons, 

f o r one, were smart enough t o f i g u r e out t h a t the State "S" 

1 was going t o get more money i f i t stayed out of the u n i t . 

Q. We'll get t o t h a t i n a minute. 

A. And so she had — She had i n p u t from other people 

than me when Mecca wrote t h i s l e t t e r . And item number 1 

does not represent the input from Dave Boneau; i t 

represents the in p u t from some other people. 

Q. I n c l u d i n g other Yates people? 

A. I r e a l l y wouldn't say t h a t , but — 

Q. Yates looks out — 

A. — i t ' s mostly — 

Q. — f o r i t s own i n t e r e s t , doesn't i t ? 

A. That's not e n t i r e l y t r u e . We do some r e a l l y 

goofy t h i n g s sometimes, j u s t because we t h i n k i t ' s r i g h t . 

(Laughter) 

Q. Well, l e t ' s move on t o item 4. Now, l o o k i n g a t 

E x h i b i t 1, you want t o include a t r a c t w i t h — I t h i n k you 

l i s t e d as Tracts 24 and 25, and t h a t ' s — 

A. Which one are we t a l k i n g about? 

Q. E x h i b i t 1. Looking down i n Section 6, 16 South, 
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3 6 East — 

A. I've got hold of the t h i n g s here. Please t e l l me 

which — 

Q. Section 6, down i n the southeast corner of your 

proposal. 

A. Oh, okay, surely. 

Q. Sections 24 and 25, and there's a w e l l on t h e r e , 

the Snyder — the G i l l e s p i e Snyder "EC" Com Number 1, and 

you're proposing t h a t t h a t be included i n the u n i t ? 

A. We're t r a c t s 2 5 and 2 6? Are we t a l k i n g about the 

Snyder — 

Q. 24 and 25. 

A. 24 and 25, 8 0 acres, i n c l u d i n g the 1 "EC" i n — 

Q. Yes. 

A. — Tract 24? Okay. 

Q. Now, i f you look at the l e t t e r I j u s t handed you, 

Item 4, doesn't Yates request t h a t t h a t w e l l stay out of 

the u n i t ? I bel i e v e i t ' s i n c o r r e c t l y r e f e r r i n g t o the •— 

as the "CE", but... 

A. Okay, item 4 says something about keeping the 

"EC" w e l l — 

Q. So — 

A. — out of the u n i t . 

Q. — Yates made t h a t request, and — 

A. I — 
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Q. — G i l l e s p i e — 

A. I t h i n k you're — Okay. Well, I would not say i t 

the way you're saying i t . 

What I t h i n k happened was t h a t G i l l e s p i e s a i d 

they d i d n ' t want i t i n the u n i t , and then i n a s p i r i t of 

compromise — I'm t a l k i n g about Yates agreed t h a t , I f 

t h a t ' s what you guys want, w e ' l l leave i t out of the u n i t . 

And t h a t was — That's my understanding of the 

s i t u a t i o n a t t h a t time. And you can t e l l me you me you 

don't l i k e how Mecca wrote i t , but t h a t ' s f i n e . We were 

t r y i n g t o agree w i t h you and leaving the "EC" 1 out of the 

u n i t a t t h a t time. 

Q. Now, I t h i n k you made the comment t h a t the only 

way anybody's ever gotten any data here was by subpoena; i s 

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

A. I might have said those words. I meant something 

close t o t h a t , you know, what — l i t e r a l l y "only way". 

G i l l e s p i e does send us C-115s on the State "S" 1 most of 

the time. But t o get i n f o r m a t i o n about the u n i t i s about 

impossible from p u b l i c sources. 

Q. Let me hand you G i l l e s p i e E x h i b i t 29. Are you 

aware of Gillespie-Crow sending a s u b s t a n t i a l amount of 

data — 

A. Oh, yes — 

Q. — on the u n i t ? 
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A. — I'm aware of t h i s , and I asked them t o send 

t h i s , and they sent t h i s i n J u l y . 

Q. And t h a t was — 

A. But my p o i n t would be, t h i s i s s u b s t a n t i a l data, 

but they have taken, you know, 18 pressure surveys and 

we've go t t e n a handful of them. 

We do not have — You know, I t o l d you t h a t I 

don't want t o spend the money t o do a d e t a i l e d r e s e r v o i r 

s i m u l a t i o n of t h i s r e s e r v o i r by a half-a-percent owner. 

But we — Even a t t h i s time we don't have the data t o do 

t h a t i f we wanted t o do i t . 

Yes, you have sent us some data. You have sent 

us an inch of data. As a r e s u l t of the subpoena I got 

maybe three or fo u r inches of data. We've g o t t e n some 

pounds of data. I t ' s been r e l a t i v e l y tough t o get, and 

there's some we haven't gotten. 

So I'm backing o f f t h a t t ' s impossible, but i t ' s 

not been a f r i e n d l y , f r e e exchange of i n f o r m a t i o n . 

Q. Have Yates and Hanley v o l u n t a r i l y o f f e r e d t o give 

G i l l e s p i e or Enserch the Williamson study? 

A. You're going t o hear about the Williamson study, 

and I t h i n k what you're going t o hear i s a l l t h a t e x i s t s a t 

t h i s time. There i s no study t o hand you. 

Q. One f i n a l — Let's go t o your E x h i b i t 7, the 

production. 
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A. Okay. 

Q. Okay. Now, i f you look, l i k e you s a i d , e a r l y i n 

1996, the State "S" was not being produced as h i g h l y as 

some of the u n i t w e l l s ; i s t h a t correct? 

A. I haven't found any u n i t w e l l s produced t h a t low, 

but yes t h a t ' s c o r r e c t . 

Q. Since August, 199 6, i t ' s been the reverse, hasn't 

i t ? 

A. Yeah, I t h i n k so. That's when we went — when 

our request f o r Hanley t o produce the w e l l a t what we 

thought they should — 

Q. Okay. 

A. — had some e f f e c t . 

Q. Now, there's about — There are t e n u n i t w e l l s 

producing; i s t h a t correct? 

A. That's my understanding, yes, s i r . 

Q. So i f you look over i n your column 3, you know, 

i t ' s hard t o p i c k out an average, but say a hundred — over 

t h a t time p e r i o d the u n i t has been producing about 175 

b a r r e l s a day — 

A. We're t a l k i n g about — 

Q. — per w e l l , on average? 

A. We're t a l k i n g about the l a s t h a l f of 1996, 

e s s e n t i a l l y , i s t h a t what you — 

Q. Sure, l e t ' s j u s t take the l a s t h a l f of 1996. 
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150, 170 b a r r e l s a day per well? 

A. The numbers f o r the u n i t are i n t h a t range, yes, 

s i r . 

Q. Okay. So 1500-plus b a r r e l s a day. And d u r i n g 

t h a t p e r i o d the State "S" Number 1 i s producing 400 b a r r e l s 

a day, 375? 

A. (Nods) 

Q. So the t o t a l production, l o o k i n g a t the West 

Lovington-Strawn Unit and the State "S" Number 1, the State 

"S" Number 1 i s producing about 25 percent of pro d u c t i o n , 

i s n ' t i t ? 

A. 2 0 t o 25. 

Q. 2 0 t o 2 5 percent? 

A. Yeah. 

Q. And the State "S" 1 w e l l has 80 acres i n t h a t 

u n i t ? 

A. (Nods) 

Q. And the West Lovington-Strawn U n i t has about 1450 

acres i n i t . 

A. Uh-huh, and G i l l e s p i e operates a l l of them. 

Q. So i t ' s about f i v e percent of the area of the 

u n i t , and i t ' s producing 2 0 t o 25 percent of the 

production? 

A. That's r i g h t , i n t h a t context. 

Q. Do you t h i n k t h a t ' s f a i r ? 
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A. Well, now we're back t o October. I t h i n k we 

addressed t h i s i n October. What I t h i n k should have 

happened, and what I said should happen, G i l l e s p i e operates 

a l l the w e l l s you're t a l k i n g about, and they have 

r e s p o n s i b i l i t y t o the u n i t and they have r e s p o n s i b i l i t y t o 

the State "S" 1. I t h i n k they should have produced the 

State "S" 1 a t allowable from the s t a r t and moved ahead 

w i t h u n i t i z a t i o n . 

Yeah, I agree w i t h you t h a t i f the State "S" 1 

produced f o r long periods of time a t the s i t u a t i o n you're 

d e s c r i b i n g , t h a t t h a t would t u r n i n t o be u n f a i r , and the 

State "S" 1 needs t o be brought i n t o the u n i t , i t needs t o 

be operated as a u n i t w e l l , i t needs t o get t h i s together 

under a f a i r formula and charge forward. 

And I'm j u s t repeating t h a t , you know, I f e l t 

t h a t I have t r i e d t o do t h a t , and I a i n ' t got i t done. 

MR. BRUCE: I don't have any f u r t h e r questions. 

I ' l l pass i t t o Mr. H a l l . 

CROSS-EXAMINATION 

BY MR. HALL: 

Q. A l l r i g h t , Dr. Boneau, i f you would, please, 

would you take your E x h i b i t 3 i n f r o n t of you, please? 

Again, E x h i b i t 3, as I understand i t , i s another — was 

sent out by Mr. Carr, your attorney. Page 4 of E x h i b i t 3 

i s the E x h i b i t A w i t h the acreage d e s c r i p t i o n ; i s t h a t 
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cor r e c t ? 

A. You're t a l k i n g about a page t h a t says E x h i b i t A 

a t the top, l i k e the f i f t h sheet? 

Q. That's c o r r e c t . And i f you would compare the 

acreage d e s c r i p t i o n on E x h i b i t A t o E x h i b i t 3 w i t h your 

E x h i b i t 1, i t ' s q u i t e d i f f e r e n t , i s i t not? 

A. E x h i b i t A includes the same t r a c t s , but i t 

includes more acreage than i s shown on my E x h i b i t 1. 

Q. For instance, most of Section 27 i s delete d from 

E x h i b i t 1. Why i s that? 

A. Well, i t never was i n E x h i b i t 1. Mr. Carr — and 

I can see how you were — where you were confused by h i s 

wording, but Mr. Carr sent out — 

(Laughter) 

A. I've been confused by h i s wording sometimes too. 

Mr. Carr sent n o t i c e and l i s t e d the leases t h a t 

we were proposing t o b r i n g a l l or p a r t of i n t o the u n i t . 

And l i k e I sa i d , I could read h i s l e t t e r and make the 

conclusion t h a t you're t r y i n g t o represent, t h a t he sa i d he 

was going t o b r i n g a l l of 2 7 i n t o the u n i t , and t h a t ' s — 

You know, t h a t ' s not what i t was intended t o say, t h a t ' s 

not what i t says — 

Q. I understand. 

A. — end of s t o r y . 

Q. The p o i n t i s , i t ' s — you're proposing on a lease 
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basis i n e i t h e r event; i s t h a t correct? 

A. He gave n o t i c e t o the lessees of those leases, 

and the n o t i c e was intended t o say t h a t a l l or p a r t of your 

lease was going t o be proposed f o r i n c l u s i o n i n t o the u n i t . 

And he accomplished t h a t , and E x h i b i t 1 shows e x a c t l y what 

we're proposing t o b r i n g i n t o the u n i t . And i t does not 

inc l u d e a l l of the lease V-3917 t h a t ' s i n Section 28 under 

Yates Petroleum. And i f you got t h a t impression, then our 

side k i n d of misled you, i f t h a t ' s what you're saying. 

Q. I see. Well, I d i d want t o c l a r i f y t h a t . But i f 

I understand t h a t , the heart of your proposal, the heart of 

the Yates/Hanley proposal, i s t o p a r t i c i p a t e i n u n i t 

p r oduction on a lease basis. That's r e a l l y what you're 

proposing, i s n ' t i t ? 

A. I'm not understanding what you're saying, Mr. 

H a l l , I — We're proposing t h a t the r e s e r v o i r covers the 

area i n E x h i b i t 1 and t h a t a l l t h a t area o u t l i n e d i n red i n 

E x h i b i t 1 ought t o be brought i n t o the u n i t , because a l l 

t h a t area i s c o n t r i b u t i n g t o production from the u n i t . And 

I'm not able t o comprehend what you mean by "on a lease 

basis " w i t h o u t f u r t h e r d e s c r i p t i o n . 

Q. Well, l e t me ask you t h i s : Yates was aware of 

the prospect, l i k e l i h o o d of a u n i t expansion f o r a t l e a s t 

the l a s t — what? 16, 18 months anyway, c o r r e c t ? 

A. We thought i n January, 1996, t h a t i t was going t o 
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happen imminently, yeah. 

Q. Yeah, and w i t h respect t o E x h i b i t 3, do you know 

i f an a p p l i c a t i o n t o the O i l Conservation D i v i s i o n was sent 

out t o those i n t e r e s t owners, along w i t h the n o t i c e l e t t e r 

i n E x h i b i t 3? 

A. Let's see i f I understand what you're saying. We 

discussed — or Yates' people and Mr. Carr discussed what 

was the appropriate way t o hear both sides of t h i s issue, 

and we discussed f i l i n g a separate case t h a t s p e c i f i c a l l y 

asked t o do what we are — want t o do. 

And the word I got back through hearsay, k i n d of 

t h i n g , through the lawyers and the chain of people, was 

t h a t the Commission p r e f e r r e d t o do i t the way t h a t we went 

and d i d i t . 

Q. Did the Commission t e l l you th a t ? 

A. I was t o l d t h a t the Commission t o l d Mr. Carr 

t h a t . 

Q. The Commission would r a t h e r not deal w i t h formal 

a p p l i c a t i o n s ; was t h a t your understanding? 

MR. CARR: I objec t t o the form of the question. 

Dr. Boneau can t e l l you what he sai d , but you can't put 

words i n h i s mouth. 

THE WITNESS: A l l I know i s t h a t we t a l k e d about 

f i l i n g an a p p l i c a t i o n . That seemed l i k e a reasonable way 

t o go t o me. The word came back t h a t t h a t was not going t o 
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happen. We were going t o do t h i s because the Commission 

advised Mr. Carr t h a t t h a t was the way t o do i t . 

Q. (By Mr. H a l l ) What was the a p p l i c a t i o n — 

A. That's a l l I know. 

Q. I'm s o r r y , what was the a p p l i c a t i o n t o say, i f 

you know? 

A. I t h i n k i t would e s s e n t i a l l y have s a i d the two 

t h i n g s t h a t I sai d I'm here today seeking approval o f . I t 

would have said we're seeking approval of an expanded u n i t 

t h a t includes what's shown i n E x h i b i t 1, and we're seeking 

an a l l o c a t i o n formula l a i d out t h a t ' s d i f f e r e n t from what 

G i l l e s p i e has proposed — 

Q. A l l r i g h t . 

A. — a s p e c i f i c a l l o c a t i o n formula. I t may have 

ended up saying some other k i n d of t h i n g about the u n i t 

agreement or whatev- — You know, who knows, once they 

s t a r t s c r a t c h i n g t h i n g s on the paper? But e s s e n t i a l l y i t 

would have s a i d those two t h i n g s . 

Q. Right. I assume w e ' l l see your p a r t i c i p a t i o n 

formula today, but — 

A. Yeah, i t — 

Q. — i t ' s not been seen before now, has i t ? 

A. No, and I don't — Not t h a t i t ' s a se c r e t . Our 

p a r t i c i p a t i o n formula i s 50 percent S o(0)h, as drawn by our 

g e o l o g i s t , and 50 percent what's going t o be c a l l e d c u r r e n t 
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produc t i o n or recent production. 

Q. A l l r i g h t . But a proposed p a r t i c i p a t i o n formula 

has not been sent out t o the i n t e r e s t owners or r e f l e c t e d 

on E x h i b i t 3; i s t h a t correct? 

A. That's my understanding, yes, s i r . 

Q. And i t hasn't been provided t o Gillespie-Crow or 

Enserch before today, has i t ? 

A. Not t h a t I know of. 

Q. So i t ' s safe t o say, summarize, we're r e a l l y here 

arguing over two t h i n g s : the p a r t i c i p a t i o n formula and the 

acreage? 

A. I t h i n k so, yes. 

Q. But Yates has no formal a p p l i c a t i o n before the 

D i v i s i o n f o r a d d i t i o n a l acreage. So a l l we're t a l k i n g 

about, a l l t h a t ' s on the t a b l e — 

MR. CARR: I object t o t h i s unless i t ' s proposed 

i n the form of questions instead of testimony. He can ask 

the question, but he's t e s t i f y i n g . 

Q. (By Mr. H a l l ) Let's look again a t your E x h i b i t 1 

so we're sure how we're proceeding today, i f you have t h a t 

i n f r o n t of you. 

A. I see t h a t , yes, s i r . 

Q. That's the acreage Yates would l i k e t o b r i n g i n t o 

the u n i t . No question about t h a t , correct? 

A. Yes. 
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Q. And included w i t h i n t h a t are Tracts 14, 2 2 and 

23? 

A. They must e x i s t somewhere, yes, I see those. 

Q. A l l r i g h t , and i t ' s Sections 28 and 34, the 

Chandler and State "S" t r a c t s ? 

A. You're r e f e r r i n g t o 12, 13 and 14? We're 

proposing t h a t — 

Q. Yes, I'm sorry. 

A. — t h a t e x i s t of 3 0 t r a c t s , so any number between 

1 and 30 i s i n there somewhere. 

Q. You're c o r r e c t , Tracts 12, 13 and 14 — 

A. Yes. 

Q. — are included w i t h i n the acreage Yates 

proposes? 

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

Q. There's no question Yates does not oppose the 

expansion i n t o those t r a c t s , anyway? That's not an issue, 

i s i t ? 

A. No, no. 

Q. A l l we're f i g h t i n g about i s p a r t i c i p a t i o n a t t h i s 

p o i nt? 

A. Well, you've proposed something, and we're here 

t o argue how your proposal should be modified — 

Q. And Yates i s — 

A. — but we're not arguing t h a t Tracts 13, 12 and 
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14 should not be i n the expanded u n i t . 

Q. A l l r i g h t so t h a t i s a non-issue i n t h i s 

proceeding? 

A. That i s not an issue i n t h i s proceeding. 

Q. And you acknowledge t h a t Yates i s f r e e t o come 

back w i t h a p r o p e r l y f i l e d a p p l i c a t i o n before the OCD t o 

expand i n t o acreage other than Tracts 12, 13 and 14, and 

subject i t t o s c r u t i n y i n a proper proceeding — 

MR. CARR: I w i l l o bject t o the question. 

THE WITNESS: I have no idea — 

MR. CARR: I w i l l o b j e c t t o the question unless 

Mr. H a l l w i l l agree t h a t contrary t o p r i o r p o s i t i o n s he's 

taken, a nonoperator may f i l e t h a t A p p l i c a t i o n t o expand 

the s t a t u t o r y u n i t . 

THE WITNESS: I have no idea. I j u s t want t h i s 

problem solved, and I've been t o l d t h a t t h i s i s the forum 

i n which we're going t o t r y t o solve i t . 

Q. (By Mr. H a l l ) I would agree t h a t anybody can 

f i l e an a p p l i c a t i o n . There's not even a f i l i n g fee 

re q u i r e d . And i t ' s going t o be subject t o a motion t o 

dismiss a t the appropriate time, i f appropriate a t t h a t 

time, so not an issue about t h a t . 

Let me ask you, Dr. Boneau, you rendered some 

testimony about what you understood t o be n e g o t i a t i o n s 

between the p a r t i e s , g o o d - f a i t h n e g o t i a t i o n s or lack of 
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g o o d - f a i t h n e g o t i a t i o n s , i n your view. 

There was some n e g o t i a t i o n s , i n f a c t — There 

were n e g o t i a t i o n s , i n f a c t , correct? 

A. I wouldn't represent them as t h a t , but the r e were 

some — the r e was some communication. 

We had a meeting and — Do you want a short 

answer or a long answer? 

Q. Well, l e t me ask you another question. At one 

p o i n t from the expansion i n t o the State "S" 1, r e a l l y , what 

i t came down t o , Yates wanted a p a r t i c i p a t i o n f a c t o r f o r 

t h a t acreage of 4.89 percent, Gillespie-Crow proposed 4.34 

percent. I s t h a t accurate? You had t h a t — 

A. At one time, those two numbers were on the t a b l e , 

yes. 

Q. And wasn't there, i n f a c t , an o f f e r of compromise 

communicated t o Yates t o simply s p l i t the baby, s p l i t the 

d i f f e r e n c e of 4.6 percent? Do you acknowledge t h a t ? 

A. No, t h a t I understand, no. I don't — I'm not 

aware t h a t t h a t o f f e r e x i s t e d . 

Q. So you can't deny t h a t t h a t was communicated; you 

simply don't know? 

A. At one p o i n t G i l l e s p i e o f f e r e d t o take our 

p o s i t i o n on the issue of whether the Tracts 12 and 13 

were — commutized, I t h i n k , i s the word I would use, i n t o 

a spacing u n i t . But I d i d n ' t t h i n k t h a t — t h a t d i d not 
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b r i n g t h e i r o f f e r up t o 4.6 percent, according t o my 

memory. 

Obviously, we thought t h a t o f f e r i n g 4.87 was a 

g i f t t o you, t o get the problem solved and out of our h a i r . 

Q. That's as f a r as you went, c o r r e c t , as f a r as you 

know? 

A. Gillespie-Crow never made a meaningful response 

t o t h a t . 

Q. To your knowledge? 

A. To my knowledge. 

Q. You wouldn't consider a 4.6-percent c o u n t e r o f f e r 

meaningful; i s t h a t your testimony? 

A. No, I never heard a 4.6-percent c o u n t e r o f f e r . 

Q. Well, my question i s , would you consider t h a t 

meaningful? 

A. I would consider t h a t — Yes, I would consider 

t h a t as i n d i c a t i o n t h a t they were serious and wanted t o do 

something. And as f a r as I know, t h a t d i d n ' t happen. 

Q. Dr. Boneau, you also t e s t i f i e d about considerable 

delays t h a t have been experienced d u r i n g the course of 

t h i s s i n g l e a p p l i c a t i o n , and i s n ' t i t c o r r e c t t h a t one of 

the reasons f o r delay was, you were preparing a r e s e r v o i r -

s i m u l a t i o n study, needed a d d i t i o n a l time t o do t h a t ? 

A. I t h i n k the l i t t l e answer t o your question i s no, 

but obviously you're g e t t i n g a t something and I'm, you 
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know, not sure what i t i s . 

Q. Well, Yates has r e t a i n e d — 

A. I don't r e c a l l anything t h a t s a i d we need 

a d d i t i o n a l time t o do a r e s e r v o i r - s i m u l a t i o n study. Maybe 

ther e was. I don't remember t h a t . But t h e r e were l e t t e r s 

t h a t s a i d Yates/Hanley needs a d d i t i o n a l time t o prepare i t s 

case f o r t h i s hearing. 

Q. I see. You d i d commission a s i m u l a t i o n study; i s 

t h a t accurate? 

A. Yates and Hanley h i r e d Williamson consultants t o 

do a study, and he's going t o be here q u i t e soon t o show 

you what t h a t study i s . I j u s t don't f e e l comfortable 

c h a r a c t e r i z i n g i t a t t h i s moment. 

Q. A l l r i g h t , I understand. I'm j u s t i n t e r e s t e d i n 

the t i m i n g of events. 

From your e a r l i e r comments I got the impression 

t h a t the study i s s t i l l not complete today. 

A. There's no paper on which the answers are w r i t t e n 

down. 

Q. A l l r i g h t . Are there some p r e l i m i n a r y 

conclusions? 

A. I sure hope so. He needs t o say something here 

f o r us. 

(Laughter) 

Q. Dr. Boneau, what i s your estimate of the primary 
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o i l recovery f o r the State "S" 1? 

A. I made one of those, and I don't remember what 

the answer was. I t e s t i f i e d t o t h a t e a r l i e r , but I simply 

don't remember what i t was. I can see the curve i n my 

head, but I can't see the end of i t . I'm s o r r y , I j u s t 

don't remember. 

Q. But you agree, there i s not dispute over the f a c t 

t h a t the State "S" has b e n e f i t t e d s u b s t a n t i a l l y from 

pressure-maintenance i n the u n i t ? That's not an issue here 

today, i s i t ? 

A. I t h i n k the State "S" 1 has b e n e f i t t e d , yes. 

Q. Do you have an estimate of what produ c t i o n 

performance on primary production, w i t h o u t pressure 

maintenance — remember that? 

A. No, t h a t ' s the — That's the number I s a i d I 

don't remember. That's what I would c a l l the primary 

recovery, my estimate of the primary recovery from the 

State "S" 1, and I t h i n k I submitted t h a t a t the October 

hearing. 

But I d i d do t h a t once; I simply don't remember 

the answer. 

Q. A l l r i g h t . Without pressure maintenance, would, 

i n your view, the production curve have climbed r a p i d l y , 

would i t have remained f l a t ? Can you say? 

A. I t would not have remained f l a t . 
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Q. What would have happened? 

A. I t would have declined, and I don't know t h a t I ' d 

c h a r a c t e r i z e i t as r a p i d l y , but i t would have d e c l i n e d , and 

i t would have produced something l i k e whatever number I 

c a l c u l a t e d back a t the time t h a t I d i d t h a t , t h a t I can't 

remember. 

Q. A l l r i g h t . Getting back t o the p a r t i c i p a t i o n 

f a c t o r , which i s based on hydrocarbon pore volume, Yates 

was a t 4.9, Gillespie-Crow a t 4.3. Does t h a t t e l l you t h a t 

both sides' estimates are p r e t t y close? 

A. No. 

Q. S u b s t a n t i a l agreement? 

A. No. I t only t e l l s me t h a t Yates r e a l l y wanted t o 

s e t t l e t h i s , and we j u s t — At the time you're t a l k i n g 

about, we acted as i f we accepted. We accepted t h a t our 

n e g o t i a t i o n between G i l l e s p i e and Yates would i n v o l v e 

S o(0)h as the only parameter, which I t h i n k i s l u d i c r o u s , 

but t h a t we accepted t h a t . 

And we simply drew — A c t u a l l y , we used Tom Davis 

— Tom Davis got up i n the meeting and drew some l i n e s t h a t 

t h a t was a reasonable S o(0)h i n t h a t area. We used h i s , we 

c a l c u l a t e d i t up, we sent you an o f f e r . 

But the — And my main p o i n t i s t h a t we were 

n e g o t i a t i n g a t t h a t time on your terms, and we were happy 

t o do t h a t , but we — I d i d n ' t b e l i e v e i t , but we were 
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doing i t t o t r y t o get r i d of the problem, t r y t o 

compromise and go away. 

And we took an S o(0)h number t h a t gave us 4.89, 

based on j u s t a p l a i n v a n i l l a S o(0)h curve, i n t h a t area, 

t h a t , as f a r as I know, Tom Davis got up i n the middle of 

the meeting and j u s t said, Mmm, mmm, and drew a couple 

l i n e s and s a i d , That looks good t o me, as good as a l l the 

science i s going t o get a f t e r — And we j u s t went w i t h 

t h a t . 

And we were — Anyway, my p o i n t i s , we were 

n e g o t i a t i n g on your terms, and we were going what we 

thought was way down low t o t r y t o get the problem solved. 

Q. You went as f a r as you thought you could go, 

anyway? 

A. Well, using your methodology of S o(0)h, we went 

t o what we thought was f a i r . I d i d n ' t l i k e t h a t 

methodology, but we accepted t h a t methodology, we drew what 

we thought was f a i r S o(0)h curve i n the area of the State 

"S" 1, and we sent you an o f f e r based on t h a t . That's as 

much — That's what we d i d . 

Q. The incremental d i f f e r e n c e between 4.9 and 4.3, 

t h a t ' s a small increment i f t h a t ' s the basis f o r f a i r n e s s , 

i s i t not? 

A. I t ' s only a 15-percent d i f f e r e n c e . 

Q. As I understand from your e a r l i e r comments, 
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r e a l l y , the only reason we are here i s f i g h t i n g over some 

matter of p r i n c i p l e ; i s n ' t t h a t what you sa i d e a r l i e r ? 

A. Yeah, I said something s i m i l a r t o t h a t . I sa i d 

t h a t Yates has such a small i n t e r e s t i n t h i s t h a t 

m o n e t a r i l y t o our b e n e f i t would be t o make some deal a year 

ago and take whatever we got of the u n i t . 

We were t r e a t e d r e a l l y p o o r l y , Hanley was j u s t 

t r e a t e d h o r r i b l y , and i t j u s t came t o a p o i n t where the way 

G i l l e s p i e was doing i t was c l e a r l y wrong. And yeah, i t 

became k i n d of a matter of p r i n c i p l e t h a t we're s t i l l here. 

We have — you know, I t h i n k — I'm convinced 

t h a t we have spent more money on t h i s than we are ever 

going t o get from the u n i t . And — I mean, you've e i t h e r 

got t o be dumb or you've got t o have some other reason, 

and, you know, we probably have both of those. 

(Laughter) 

MR. HALL: No f u r t h e r questions. 

EXAMINER CATANACH: Mr. Carr? 

REDIRECT EXAMINATION 

BY MR. CARR: 

Q. Dr. Boneau, l e t ' s go t o my ambiguous l e t t e r of 

A p r i l 22nd, 1977 [ s i c ] . Attached t o t h a t l e t t e r as E x h i b i t 

A — 

A. This i s E x h i b i t 3? 

Q. Yes, s i r . 
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A. The f a t one? Okay. 

Q. Attached t o t h a t i s a property d e s c r i p t i o n . My 

question t o you i s , on A p r i l 22nd, 1997, d i d we even know 

what the f i n a l recommended u n i t boundary would be? 

A. No, the answer t o t h a t i s no. We drew t h i s u n i t 

boundary a f t e r t h a t date. 

Q. Let's go t o Mecca Mauritsen's J u l y 2, 1996, 

l e t t e r t h a t Mr. H a l l has — or Mr. Bruce, I guess, gave 

you, marked E x h i b i t 28, and l e t ' s look a t the whole l e t t e r . 

I f we go t o the paragraph t h a t they d i r e c t e d you 

t o , paragraph 1, i t does say, "We oppose having the State S 

put i n t o the U n i t " , correct? 

A. That's what i t says. 

Q. I f we go t o the l a s t f u l l paragraph i n the 

l e t t e r , i t also reads, "We understand t h a t you plan a 

se r i e s of pressure measurement t e s t s t h a t may include the 

State S #1. I n order t o b e t t e r evaluate our p o s i t i o n , we 

ask t h a t you t o provide us w i t h a l l PVT..." data "...and 

pressure i n f o r m a t i o n from the U n i t " , c o r r e c t ? 

A. That's what i t says, yes. 

Q. I s i t f a i r t o say you were c o n t i n u i n g t o evaluate 

your p o s i t i o n ? 

A. Yes and — 

Q. And what i s your p o s i t i o n today? Should the 

State "S" Number 1 be i n the u n i t ? 
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A. The State 11S" Number 1 should be i n the u n i t . 

Q. And t h a t was Tracts 12 and 13, co r r e c t ? 

A. Yes. 

Q. And you st a t e d t h a t t h a t wasn't an issue, t h a t 

they should be brought i n t o the u n i t ; i s t h a t a c o r r e c t 

statement of your testimony? 

A. They should be brought i n t o the u n i t , yes, s i r . 

Q. I s t h a t — Would t h a t statement apply under the 

e x i s t i n g a l l o c a t i o n formula i n t h i s u n i t ? 

A. Are you asking, should i t be brought i n t o the 

u n i t under the — 

Q. — present formula? 

A. — the present formula? That's not f a i r , but i t 

needs t o be brought i n t o the u n i t , r a t h e r than stay out. 

Q. When you recommend t h a t these t r a c t s be brought 

i n , are you also recommending t h a t the formula be changed 

so t h a t they're brought i n on a f a i r , reasonable and 

eq u i t a b l e basis? 

A. Yes, very s t r o n g l y . And as I've s t a t e d before, 

t h a t ' s — t h a t ' s a huge issue f o r Hanley; i t ' s a major 

issue f o r Yates. 

Q. I f we go back t o the J u l y 2nd, 1996, l e t t e r and 

we look a t the second paragraph, numbered paragraph, i t 

says, " I f , over our o b j e c t i o n , the U n i t i s expanded t o 

incl u d e the State S #1, we propose a m o d i f i c a t i o n of the 
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hydrocarbon pore volume map..." That's what you s a i d , 

c o r r e c t ? 

A. That's what the l e t t e r says. 

Q. I s n ' t — Weren't you there seeking the same kinds 

of n e g o t i a t i o n s t h a t G i l l e s p i e and Crow engaged i n w i t h 

P h i l l i p s t o increase the hydrocarbon pore volume so you 

would come i n on a f a i r , reasonable and e q u i t a b l e basis? 

A. The simple answer t o t h a t i s yes, but I don't 

have a whole l o t of knowledge of what went on w i t h 

P h i l l i p s . 

Q. Dr. Boneau, i f we look at your numbered paragraph 

4 i t says, "The data i n d i c a t e s t h a t the "CE" w e l l i n 

Section 6 should remain out of the U n i t . We do b e l i e v e , 

however, t h a t you must decide whether t o include the "CE" 

w e l l i n the Unit a t the same time you're determining the 

f a t e of the State S #1." 

Do you see t h a t paragraph? 

A. Yes, su r e l y . 

Q. Does the recommendation of Yates and Hanley, 

address i n c l u d i n g both the "CE" and the State "S" Number 1 

i n t h i s hearing here today? 

A. Our proposal today i s t h a t both of those w e l l s 

should be i n the u n i t , as w e l l as a l l the other acreage 

t h a t ' s c o n t r i b u t i n g . 

Q. You were asked i f i t was f a i r t o have 5 percent 
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of the acreage producing — or r e c e i v i n g 25 percent of the 

production. Do you remember t h a t question? 

A. Twenty or 25. I remember t h a t question, yes. 

Q. Of t h a t 20 t o 2 5 percent of the pr o d u c t i o n , 

doesn't Mr. G i l l e s p i e own 50 percent of i t ? 

A. My understanding i s , Mr. G i l l e s p i e owns l i k e 31 

percent of the State "S" 1 and Enserch owns 33, i s the 

numbers I remember. 

MR. CARR: That's a l l I have. 

MR. HALL: One b r i e f follow-up, i f I might. 

RECROSS-EXAMINATION 

BY MR. HALL: 

Q. Dr. Boneau, since you t e s t i f i e d you're the de 

f a c t o landman by necessity here today, I d i r e c t your 

a t t e n t i o n back t o E x h i b i t 3, which i s the n o t i c e t h a t your 

a t t o r n e y sent out, the t h i c k one. 

A. The f a t one, yes. 

Q. The f a t one. Has Yates received any consents 

from the r o y a l t y i n t e r e s t , from the working i n t e r e s t , the 

acreage r e f l e c t e d on E x h i b i t 3, or the expansion acreage 

Yates i s proposing i n E x h i b i t 1? 

A. I f I understand your question, E x h i b i t — what I 

t h i n k i s E x h i b i t 4 i s the only response t h a t we received t o 

E x h i b i t 3. 

MR. HALL: That's a l l I have. 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Dr. Boneau, d i d t h i s n o t i c e include a n o t i c e t o 

r o y a l t y i n t e r e s t owners? 

A. My understanding i s , i t included — No, i s my 

understanding. I t included n o t i c e t o lessees. 

Q. I s your proposed u n i t expansion — t h a t ' s based 

upon a geologic i n t e r p r e t a t i o n t h a t you've done? 

A. That Hanley/Yates have done, t h a t you w i l l see 

t h a t from the geology witness. 

Q. Okay. What i s your opinion on whether or not — 

Do you t h i n k t h a t i t ' s reasonable t o have development on 

t h i s acreage before you b r i n g i t i n t o the u n i t , or do you 

t h i n k your geology i s s u f f i c i e n t t o j u s t b r i n g i t i n 

wi t h o u t any proven production? 

A. My experience w i t h secondary recovery u n i t s t e l l s 

me t h a t you should always e r r on the side of making the 

u n i t too b i g , you should always b r i n g i n , a t the f i r s t 

t ime, a l l the acreage t h a t has a chance of being i n the 

u n i t . And I agree t h a t t h a t ' s d i f f i c u l t when a u n i t i s 

u n i t i z e d , when the u n i t i z a t i o n takes place so e a r l y i n the 

l i f e of the pool. 

But no, you've got t o take i n — you've got t o 

take i n acreage t h a t has S o(0)h, whether or not i t has a 

w e l l on i t . And i n f a c t , i n forming the u n i t , G i l l e s p i e 
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d i d t h a t . Two of the t r a c t s t h a t they put i n t o the 

o r i g i n a l u n i t have zero w e l l s on them. 

Q. Can you give me your opinion on why using 

hydrocarbon pore volume i s the only f a c t o r i n determining 

the u n i t p a r t i c i p a t i o n i s not f a i r ? 

A. Okay. Hydrocarbon pore volume i s always going t o 

be s u b j e c t i v e , which I consider a negative. And i n t h i s 

case, t h a t negative i s compounded by the f a c t t h a t the 

hydrocarbon pore volume maps were made by one p a r t y , by the 

other p a r t y . The normal procedure i s t h a t the p a r t i e s s i t 

down and draw the hydrocarbon pore volume map together, so 

t h a t everyone's s u b j e c t i v e view i s k i n d of i n t e g r a t e d i n t o 

the hydrocarbon pore volume map. 

So t h i s one — You know, i n t h i s case I see two 

f a u l t s . One i s j u s t p l a i n t h a t i t ' s s u b j e c t i v e , and the 

other i s t h a t you're not seeing a group hydrocarbon pore 

volume map. What you're seeing are a hydrocarbon pore 

volume map made by G i l l e s p i e or a hydrocarbon pore volume 

map made by Hanley. You're — I n some sense, you're seeing 

the extremes; you're not seeing a r e s u l t of an e f f o r t a t 

compromise. 

So I would much — Well, I've never heard of a 

u n i t t h a t had t h i s k i n d of a formula, but you l i k e t o 

inc l u d e some hard data i n the formula, and you'd l i k e the 

formula t o be the r e s u l t of n e g o t i a t i o n s between a l l of the 
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p a r t i e s . And, you know, none of those t h i n g s have happened 

here. 

EXAMINER CATANACH: I be l i e v e t h a t ' s a l l I have 

of t h i s witness, Mr. Carr. He may be excused. 

MR. CARR: That concludes our p r e s e n t a t i o n of 

t h i s witness. 

EXAMINER CATANACH: Okay, l e t ' s take a shor t 

break here, ten minutes. 

(Thereupon, a recess was taken a t 9:48 a.m.) 

(The f o l l o w i n g proceedings had a t 10:00 a.m.) 

EXAMINER CATANACH: Mr. Carr? 

BRETT BRACKEN. 

the witness h e r e i n , a f t e r having been f i r s t duly sworn upon 

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

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your f u l l name f o r the record, 

please? 

A. B r e t t Bracken. 

Q. Mr. Bracken, where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. Hanley Petroleum. 

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

Petroleum? 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

194 

A. Vice president of e x p l o r a t i o n . 

Q. And are you by t r a i n i n g a geologist? 

A. Yes, s i r . 

Q. Have you pre v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n or one of i t s Examiners and had your c r e d e n t i a l s 

as an expert witness i n petroleum geology accepted and made 

a matter of record? 

A. Yes, s i r , I have. 

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

t h i s case on behalf of Gillespie-Crow, Inc.? 

A. Yes, s i r . 

Q. Have you made a ge o l o g i c a l study of the Strawn 

formation i n the area of the West Lovington-Strawn Pool? 

A. Yes, I have. 

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

study w i t h Mr. Catanach? 

A. Yes, I am. 

Q. Are the witness's q u a l i f i c a t i o n s acceptable? 

EXAMINER CATANACH: Yes, they are. 

Q. (By Mr. Carr) Mr. Bracken, could you summarize 

what Hanley seeks i n t h i s case? 

A. What Hanley seeks i s an expansion of the West 

Lovington-Strawn Unit t o include acreage t h a t we expect t o 

be a f f e c t e d by u n i t operations and t h a t would also 

c o n t r i b u t e reserves t o the u n i t . 
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Q. W i l l Hanley also be seeking the adoption of a 

formula f o r the u n i t t h a t w i l l a l l o c a t e substances t o u n i t 

owners on a f a i r , reasonable and e q u i t a b l e basis? 

A. Yes, s i r . 

Q. Have you prepared e x h i b i t s f o r p r e s e n t a t i o n i n 

t h i s case? 

A. Yes, I have. 

Q. Would you r e f e r t o what has been marked f o r 

i d e n t i f i c a t i o n as Hanley Petroleum, I n c . , and Yates 

Petroleum Corporation E x h i b i t 8? F i r s t i d e n t i f y t h i s and 

then review i t f o r Mr. Catanach. 

A. Mr. Catanach, t h i s i s a 3-D seismic d i s p l a y of 

the top of the Strawn s t r u c t u r e . The area t h a t i t covers 

i s a l l of Section 28 and more or less the west h a l f of 

Section 27, which i s i n 15 South, 35 East. 

I t i s a one-inch-to-500 scale, the contour 

i n t e r v a l i s t e n f e e t . The bar scale on the l e f t - h a n d 

column i s an e l e v a t i o n scale. The darker oranges, shading 

t o browns, represent a higher e l e v a t i o n , and any blues and 

greens represent lower e l e v a t i o n . 

S t a r t i n g a t the bottom of Section 28, i t d e p i c t s 

the s t r u c t u r a l p o s i t i o n of our Hanley Chandler Number 1 a t 

a minus 7557, j u s t i n s i d e the 7560 contour. 

Due east of t h a t i s our proposed l o c a t i o n , the 

Hanley Number 1 State 28. 
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Continuing up i n a northwest d i r e c t i o n , you w i l l 

see i n the — b a s i c a l l y the upper t w o - t h i r d s of the west 

h a l f of Section 28, there's another p o s i t i v e area or high 

e l e v a t i o n , which i s r e l a t i v e l y the same p o s i t i o n as our 

Hanley Chandler, which i s a producing w e l l . 

This r i d g e , associated w i t h i t i s an area of low 

amplitude on the Strawn r e f l e c t o r , which i s i n d i c a t i v e of 

mounding or p o r o s i t y i n the mound. So we f e e l t h a t we have 

r e s e r v o i r , we have established r e s e r v o i r a t the Chandler, 

and we f e e l t h a t i t continues up t o the northwest. 

I also would l i k e t o b r i n g your a t t e n t i o n t o the 

lower r i g h t - h a n d corner of the map, and t h a t shows another 

p o s i t i v e area, the importance of which w e ' l l get i n t o other 

e x h i b i t s . 

Q. Mr. Bracken, t h i s , i n f a c t , covers the area 

immediately n o r t h of the cu r r e n t boundary of the West 

Lovington-Strawn Unit? 

A. Yes, i t does. 

Q. And you have shown the l o c a t i o n f o r the Hanley 

State 28 w e l l j u s t t o the west of the Hanley Chandler 

Number 1? 

A. Yes, s i r . 

Q. Yesterday t h a t was represented as an abandoned 

l o c a t i o n . I s t h a t l o c a t i o n abandoned? 

A. No, s i r , i t ' s not. 
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Q. W i l l Hanley d r i l l t h a t well? 

A. We would l i k e t o d r i l l i t . 

Q. And what i s delaying or has delayed the d r i l l i n g 

of t h a t w e l l t o date? 

A. Well, we've been concerned about the problem w i t h 

the u n i t , you know, the — whether i t ' s a commercial w e l l 

or a noncommercial w e l l . I f i t ' s a commercial w e l l , then 

we're — we know what's going t o happen a t t h i s p o i n t ; 

G i l l e s p i e i s going t o t r y t o u n i t i z e i t . 

So we need t o resolve t h i s problem before we can 

move ahead. 

Q. Do those same concerns apply t o the development 

of the anomaly as shown no r t h and west of these two 

lo c a t i o n s ? 

A. Yes, s i r . 

Q. Let's go now t o what has been marked as Hanley 

E x h i b i t Number 9. W i l l you i d e n t i f y t h a t , please? 

A. This i s a 2-D seismic d i s p l a y of the top of the 

Strawn s t r u c t u r e . As you can see, i t covers most of the 

West Lovington-Strawn area, as w e l l as the Big Dog and 

South Big Dog areas t o the west. 

The scale i s one inch t o 2000 f e e t . Contour 

i n t e r v a l i s 50 f e e t . I t was prepared by our geophysical 

c o n s u l t a n t , B i l l C o l l i n s . And I might mention t h a t the 

f i r s t d i s p l a y was prepared by him also. 
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At the bottom i t shows a l i t t l e p u r p l e legend 

where i t says zones of lower amplitude on the Strawn 

r e f l e c t o r , and t h a t ' s depicted on the l i n e s t h a t t h i s map 

was constructed from. These — The l i n e s t h a t were used i s 

data t h a t we purchased. 

S t a r t i n g a t the n o r t h p o r t i o n of Section 1, 16 

South, 35 East, which i s where the Hanley — G i l l e s p i e 

Speight and the two Ernestine — G i l l e s p i e two — the two 

G i l l e s p i e Ernestine w e l l s are located, going from t h a t 

d i r e c t i o n northward, up through the southeast corner — 

quarter — of Section 28, 15 South, 35 East, we see a 

s t r u c t u r a l nosing i n t h a t d i r e c t i o n . 

Also, there i s a low depicted, a low area 

depicted i n the — b a s i c a l l y the west p o r t i o n of Section 

33, and i t has a northeast-southwest t r e n d t h a t b a s i c a l l y 

stops a t about the southeast quarter of Section 32. 

And j u s t below t h a t i s a r e l a t i v e l y low w e l l i n 

the n o r t h — extreme northeast quarter of Section 2, 16 

South, 3 5 East, and t h a t ' s the Amerind w e l l . 

Also, going back t o the shaded s e c t i o n s , we 

see — of course, we see shading over a l a r g e p a r t of the 

map. The ones I ' d l i k e t o b r i n g your a t t e n t i o n t o are the 

ones on l i n e — which s t a r t a t l i n e 4B. I t ' s a north-south 

l i n e t h a t runs along the east s e c t i o n l i n e of Section 28. 

Where t h a t i n t e r s e c t s l i n e H4 — I mean H3, which i s the 
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east-west-running l i n e along the south s e c t i o n l i n e of 

Section 28, where those two cross there i s a shaded area. 

And we saw an anomaly i n the Strawn r e f l e c t o r which we f e e l 

was i n d i c a t i v e of Strawn p o r o s i t y . 

Also, i f y o u ' l l continue eastward on l i n e H3, the 

east-west l i n e running along the south s e c t i o n l i n e of 28 

— i t ' s also the n o r t h s e c t i o n l i n e of Section 34 — we see 

some shading on i t as w e l l . 

Another p o r t i o n of shading i n the northwest 

q u a r t e r of Section 34, there's a northwest-to-southeast-

running l i n e t h a t b a s i c a l l y ends up i n the northwest 

q u a r t e r of Section 4. There's some shading also t h e r e . 

This i s important now t h a t we f e e l t h a t t h e r e i s reason t o 

be l i e v e t h a t there's r e s e r v o i r - q u a l i t y rock i n these areas. 

Also, y o u ' l l note t h a t there i s some nosing i n 

the northeast quarter of Section 34. 

I ' d l i k e t o also b r i n g your a t t e n t i o n t o the — 

back over t o Section 32, 15 South, 35 East. There's two 

l i n e s t h e r e t h a t cross e s s e n t i a l l y i n the middle of s e c t i o n 

l i n e s 20, which i s a southwest-to-northeast-running l i n e , 

and l i n e 5-1, which i s a northwest-to-southeast-running 

l i n e , and also crosses over a w e l l t h a t would be i n u n i t 

l e t t e r F, I b e l i e v e , of Section 32. That i s the — And 

there's a minus 7424 subsea depth t h e r e . That's the 

M i t c h e l l Number 1 Baer, which i s now the G i l l e s p i e Number 1 
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Baer. 

There i s shading on those two l i n e s a t t h a t 

p o i n t , and i t i s my opinion t h a t t h a t — i f t h a t i s 

r e s e r v o i r q u a l i t y , which we — or r e s e r v o i r rock, which we 

be l i e v e i s t h e r e , t h a t t h a t i s associated w i t h the M i t c h e l l 

Number 1 Baer w e l l . And i t i s a — I t ' s p a r t of the Big 

Dog-Strawn f i e l d , I believe. 

Q. Mr. Bracken, when we look a t t h i s e x h i b i t , 

doesn't t h i s b a s i c a l l y show us t h a t t h i s r e s e r v o i r c o n s i s t s 

of a number of interconnected mounds? 

A. Yes. 

Q. From a geologic p o i n t of view, do you b e l i e v e 

t h a t these would be — t h i s e n t i r e area, a f f e c t e d by u n i t 

operations? 

A. Most of the area would be, yes. 

Q. When we look a t t h i s seismic i n f o r m a t i o n , does i t 

suggest a separation on the west side of what i s now the 

u n i t from the Big Dog Strawn area t o the west? 

A. Yes, i t would suggest t h a t . 

Q. And would i t suggest t h a t the r e s e r v o i r does not 

go t o the west boundary of the u n i t as p r e v i o u s l y mapped? 

A. Yes, s i r . 

Q. Anything else you'd l i k e t o present w i t h t h i s ? 

A. I t h i n k t h a t ' s i t . 

Q. A l l r i g h t . Let's go t o E x h i b i t Number 10. Would 
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you i d e n t i f y t h a t , please? What i s t h i s e x h i b i t ? 

A. E x h i b i t Number 10 i s a top-of-Strawn s t r u c t u r e 

constructed by me. I t incorporates w e l l c o n t r o l , 2-D and 

3-D seismic data. I t i s one inch t o 1000 f e e t scale, and 

the contour i n t e r v a l i s 2 0 f e e t . 

The green-shaded area, or green o u t l i n e , i s the 

o u t l i n e t h a t Hanley proposes as the u n i t boundary. And the 

pink-shaded l i n e i s the cur r e n t boundary operated by 

G i l l e s p i e . And the two 80-acre t r a c t s t h a t have the 

hachured i n f i l l are the two t r a c t s proposed by G i l l e s p i e t o 

b r i n g i n t o the u n i t . 

Again, i t shows the s t r u c t u r a l t r e n d b a s i c a l l y i n 

a north-south d i r e c t i o n , or south t o n o r t h , however you 

want t o look a t i t , running from the Tracts Number 2 and 

Number 5 of the u n i t , which i s the n o r t h t w o - t h i r d s of 

Section 1, 16 South, 35 East, running n o r t h up through our 

Hanley Chandler and then skewing o f f t o the n o r t h 

northwest. 

Again, I ' d l i k e t o b r i n g your a t t e n t i o n t o the 

trough or low area running from — i n a n o r t h e a s t - t o -

southeast d i r e c t i o n from the northwest quarter of Section 

33, t r e n d i n g down through i n a l i n e toward the Gallagher — 

excuse me, the Amerind Number 2 Gallagher State, which i s 

i n Section 2 of 16 South, 35 East. 

I t ' s based on the seismic and testimony about the 
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Big Dog Strawn and the f a c t t h a t these two — t h a t t h i s 

f i e l d i s separate from the West Lovington-Strawn, i s my 

i n t e r p r e t a t i o n . There has t o be some k i n d of a b a r r i e r 

t h a t separates these two areas, and I would l i k e t o suggest 

t h a t t h i s low area i s probably an area t h a t was p o s s i b l y a 

t i t l e search area channel or a lagoonal area t h a t separated 

these two mounding complex. 

Again, up i n the northwest quarter — excuse me, 

the northeast quarter of Section 34, I have shown a — and 

b a s i c a l l y the south c e n t r a l p a r t of Section 27 of 15 South, 

35 East, I've i n d i c a t e d a nosing i n t h a t area als o . 

Q. Anything else w i t h E x h i b i t Number 10? 

A. I bel i e v e t h a t ' s a l l . 

Q. Let's go, then, t o E x h i b i t Number 11, your top 

Strawn mound p o r o s i t y map. 

A. Mr. Examiner, t h i s i s the top of the mound 

p o r o s i t y . The scales are the same, the shading i s the 

same. 

The reason I've chosen t o do a map on the top of 

p o r o s i t y was, the top of the p o r o s i t y i s a c t u a l l y the top 

of the r e s e r v o i r . And so by seismic, what we p i c k on the 

seismic i s r e a l l y not the top of the r e s e r v o i r . So a l l 

I've t r i e d t o do i s depi c t what i s a b e t t e r expression of 

what the r e s e r v o i r looks l i k e as f a r as the topography. 

And again, we see the same s t r u c t u r a l t r e n d t h a t 
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I mentioned e a r l i e r , the north-south t r e n d running through 

the center p a r t of the u n i t up through our Hanley Chandler 

area and then skewing o f f t o the northwest. 

I might mention t h a t the dashed l i n e around the 

perimeter of the contours i s what I have i n t e r p r e t e d t o be 

the zero l i n e or zero-porosity p o i n t . 

I have also i n t e r p r e t e d f o u r productive what I 

c a l l mounds, and they're depicted by the contours t h a t are 

closed. One of them would be — S t a r t i n g a t the n o r t h 

would be the Hanley Chandler and then the West Lovington-

Strawn U n i t Number 11 w e l l , and then the b i g closure t o the 

south, which i s p r e t t y obvious, and then moving over t o the 

east, i n the west h a l f , the south h a l f of the west h a l f of 

Section 34, I have a closure depicted around the West 

Lovington-Strawn U n i t Number 9 w e l l , and then another 

closure depicted around the G i l l e s p i e Number 1 State "S". 

The reason I d i d t h i s i s , i f you look a t the way 

the p a t t e r n i n which the w e l l s were d r i l l e d , you can make 

some — draw some conclusions from what p o s s i b l y could be 

going on. 

I f you look at the State "S" w e l l i n the west 

h a l f of the southeast quarter of Section 34, they pushed 

t h e i r w e l l as close t o the eastern l i n e of t h a t p r o r a t i o n 

u n i t , which t e l l s me t h a t they f e l t l i k e they had a 

separate mound or closure there, and I b e l i e v e they've 
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already t e s t i f i e d t o t h a t , they b e l i e v e t h a t . 

And then up i n the northern p o r t i o n of Section 3 3 

— Let's go down t o Tract 8 of Section 33, which would be 

u n i t l e t t e r — which i s where the West Lovington-Strawn 

U n i t Number 10 w e l l i s located, i f y o u ' l l n o t i c e , they 

d r i l l e d t h a t w e l l as f a r south along t h a t l i n e as they 

p o s s i b l y could. 

And then they stepped up t o the n o r t h and d r i l l e d 

t h e i r West Lovington-Strawn U n i t Number 11 w e l l . And the 

conclusion I draw from t h a t i s t h a t they again thought they 

had a separate amplitude anomaly, closure, hence another 

mound. 

And as also you can see, we've got the high area 

i n the west h a l f of Section 28, the — b a s i c a l l y the top 

t w o - t h i r d s of the west h a l f of Section 28. 

I t h i n k t h a t ' s a l l I ' d l i k e t o say about t h a t . 

Q. Mr. Bracken, on the u n i t i t s e l f you don't have 

3-D seismic, do you? 

A. On the u n i t i t s e l f , no, s i r , we do not. 

Q. You have some 2-D on that? 

A. A l l we have i s 2-D. 

Q. And what you've done i n mapping w i t h i n the u n i t 

area i s , you have, one assumed t h a t they d r i l l e d the w e l l s 

a t the best l o c a t i o n they could — 

A. Exactly. 

STEVEN T. BRENNER, CCR 
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Q. — and then you have i n t e g r a t e d i n t o t h a t your 

2-D seismics? 

A. Yes, s i r . 

Q. A l l r i g h t , l e t ' s go t o E x h i b i t Number 12, the 

Strawn mound net pay isopach. 

A. Mr. Examiner, t h i s i s the Strawn mound net pay 

map, also constructed by me. The scales are the same. 

Contour i n t e r v a l , a l l t h a t , i s the same. Shading i s the 

same. 

The data p o i n t s or the numbers t h a t I've used f o r 

net pay are based on a 3-percent or b e t t e r d e n s i t y p o r o s i t y 

c u t o f f and a less than 40-percent water s a t u r a t i o n . Except 

on Tracts 10 i n the n o r t h p a r t of Section 3 3 where we have 

the West Lovington-Strawn Uni t Number 11 and t o the south 

of t h a t the West Lovington-Strawn Uni t Number 10, we picked 

a — water contacts i n those two w e l l s , so we assumed 

ever y t h i n g below t h a t water contact i s nonpay. 

Again, what i t shows i s r e s e r v o i r t o the — i n 

the western p o r t i o n of Section 28, northwest of our Hanley 

Chandler w e l l and the Hanley 28 l o c a t i o n , as w e l l as 

p o r o s i t y or r e s e r v o i r t o the east of the Chandler w e l l . 

I've also i n t e r p r e t e d p o r o s i t y i n the n o r t h e r n — 

or the northeast quarter of Section 34, p r i m a r i l y Section 

— or Tract 19 and the west h a l f of Tract 20, and I've also 

i n d i c a t e d some p o r o s i t y i n the very southern p a r t of Tract 
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28. And i f y o u ' l l remember on the 2-D seismic, a t about 

t h a t p o i n t we had an amplitude anomaly through t h a t area, 

so t h a t ' s the basis f o r b r i n g i n g t h a t l i n e up through 

t h e r e . 

And again, moving down i n — clockwise along the 

map where the G i l l e s p i e Number 1 State "S", I've 

i n t e r p r e t e d p o r o s i t y beyond the eastern boundary of t h a t 

80-acre t r a c t due t o the f a c t t h a t G i l l e s p i e d r i l l e d t h e i r 

w e l l so close t o t h a t l i n e . 

And also the Bridge O i l Number 2 J u l i a Culp, as 

Ralph Nelson t e s t i f i e d e a r l i e r today, d i d d r i l l stem t e s t 

t h a t w e l l , they d i d get some gas on i t , and i t i s i n my 

opi n i o n t h a t t h i s w e l l could p o s s i b l y have produced, a l b e i t 

i t would be a marginal w e l l . But t h a t i s the reason t h a t I 

brought the zero l i n e so close t o t h a t . I t appears t o have 

mound-quality rock. 

Q. I f we look i n Section 28, you've got as much as 

4 0 f e e t of p o r o s i t y ; i s t h a t r i g h t ? I n t h a t n o r t h e r n 

mound? 

A. Yes, s i r . 

Q. How many f e e t of pay d i d G i l l e s p i e assign t o the 

Chandler Number 1? 

A. I bel i e v e i t was 17 f e e t . 

Q. And how many are you assigning t o t h a t w e l l ? 

A. Twenty-five f e e t . 
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Q. I s i t your understanding t h a t p a r t of the pay was 

discounted by Hanley because of i t deemed wet — I mean by 

G i l l e s p i e because i t was deemed wet? 

A. I would assume so. 

Q. Are you experiencing Sws anywhere near the 40-

percent range i n t h a t acreage? 

A. No, we are not. 

Q. When you look a t t h i s r e s e r v o i r , are you seeing a 

common o i l - w a t e r contact throughout the r e s e r v o i r ? 

A. No. 

Q. Let's go t o your E x h i b i t Number 13, your cross-

sections A-A' and B-B', and I ' d ask you t o review those and 

e s p e c i a l l y note the water contacts you see on t h e r e , on 

those cross-sections. 

A. Mr. Examiner, t h i s i s a combination of two cross-

sections I've constructed. The scale i s — The v e r t i c a l 

scale i s 2.5 inches t o 100 f e e t , and the h o r i z o n t a l scale 

i s one inch t o 500 f e e t . Both w e l l s are hung on a subsea 

datum of minus 7600 f e e t , and the — on the lower r i g h t -

hand corner of the d i s p l a y i s a — j u s t a map showing the 

u n i t as i t i s now, and Hanley's proposed u n i t boundary, as 

w e l l as the s e c t i o n l i n e s , cross-section l i n e s . 

I f I can b r i n g your a t t e n t i o n t o the top cross-

s e c t i o n , which i s a west-to-east cross-section running from 

the Amerind Number 1 West State, eastward t o the G i l l e s p i e 
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Number 1 State "S" w e l l . 

And i f you would go t o the t h i r d l o g from the 

rig h t - h a n d side [ s i c ] , which i s the G i l l e s p i e Number 1 

Hamilton Federal, a t a depth of 11,490 or so, the r e on the 

rig h t - h a n d t r a c k — excuse me, the l e f t - h a n d t r a c k of the 

lo g , t h e r e i s a s h i f t i n the gamma — That i s the gamma-ray 

t r a c k , and there's a s h i f t from the l e f t t o the r i g h t . 

Continue over t o the next l o g t o the r i g h t , which 

would be the f o u r t h w e l l from the r i g h t , the G i l l e s p i e 

Number 2 Hamilton Federal, a t a depth of 11,558, I b e l i e v e . 

Notice again, on the l e f t - h a n d t r a c k , the gamma-ray t r a c k , 

t h e r e i s a character change again. The gamma ray t h i s time 

goes from the r i g h t and s h i f t s back t o the l e f t . 

Continue moving t o the r i g h t . The next w e l l 

over, which would be the G i l l e s p i e 2 Snyder "S" Com, we see 

another character change at 11,528, I b e l i e v e , on the l e f t -

hand side, the gamma-ray scale. And associated w i t h t h a t , 

on the right-hand t r a c k , which i s the p o r o s i t y curves, 

there's a t i g h t streak. I t ' s my opinion t h a t these 

character changes are i n d i c a t i v e of the — b a s i c a l l y the 

top of one mound and the base of another mound. So i n 

other words, we have not j u s t one mound but m u l t i p l e 

mounds. 

Move on down t o the second c r o s s - s e c t i o n , the 

lower cross-section, which i s cross-section B-B' — Let me 
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back up t o t h i s f i r s t s e c t i o n . 

What I've — A l l I have c o r r e l a t e d i s the top and 

then the bottom, and the bottom i s p r e t t y w e l l marked by 

i t . There's a hot streak there t h a t i s p r e t t y w e l l 

c o r r e l a t e d throughout the area. I have not made any 

d e t a i l e d c o r r e l a t i o n s between logs concerning these — t h a t 

moundal — the proposed moundal boundaries. I t ' s 

impossible t o do, and I w i l l show on another e x h i b i t why 

i t ' s impossible t o do. 

Going t o the lower cross-section, B-B', again i f 

y o u ' l l s t a r t — which i s a n o r t h - t o - — excuse me, south-

t o - n o r t h cross-section and i t s t a r t s a t the Speight, 

G i l l e s p i e Speight w e l l , and runs up t o the n o r t h t o our 

Chandler w e l l . 

I f y o u ' l l b r i n g your a t t e n t i o n t o the f o u r t h w e l l 

from the r i g h t [ s i c ] , which i s the G i l l e s p i e Number 1 Wiley 

Fee, again a t a depth of 11,570, there i s a gamma-ray 

change again on the l e f t - h a n d t r a c k , the gamma-ray t r a c k , 

and associated w i t h t h a t on the right-hand t r a c k , the 

p o r o s i t y scale, y o u ' l l see a t i g h t streak. 

I f y o u ' l l move down i n — continue down i n t o t h a t 

same w e l l , i t appears from the gamma ray t h a t we're s t i l l 

i n one mound. But moving on down t o 11,613, I have a 

dashed l i n e going through t h a t l o g , and I have i n t e r p r e t e d 

t h a t t o be the o i l - w a t e r contact i n t h a t w e l l , which I 
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be l i e v e i s the same o i l - w a t e r contact depicted — or 

t e s t i f i e d t o by G i l l e s p i e , and i t ' s a t a minus 7616. 

I f y o u ' l l move t o the next w e l l t o the r i g h t , 

which i s the G i l l e s p i e Number 1 K l e i n Fee, again we see — 

i f y o u ' l l n o t i c e , on the l e f t - h a n d t r a c k there's several 

gamma-ray s h i f t s . But I'd l i k e t o b r i n g your a t t e n t i o n t o 

the depth a t about 11,622, -20 or -22. Again, we see a 

s h i f t i n the gamma ray. And i t ' s the — Again, i t ' s the 

l e f t - h a n d scale, gamma ray. We see a s h i f t from the r i g h t 

t o the l e f t . 

And associated w i t h t h a t , on the l e f t - h a n d t r a c k 

of the — excuse me, the right-hand t r a c k , which i s the 

p o r o s i t y scale, we see a t i g h t streak. And a t about t h a t 

same p o i n t I have a dashed l i n e going through t h e r e , and 

t h a t i s the o i l - w a t e r contact i n t h a t w e l l a t a minus 7625. 

That i s nine f e e t low t o the contact i n the Wiley Fee. 

Also note t h a t I have not drawn a water contact 

i n the Chandler w e l l . 

Q. You see no o i l - w a t e r contact i n the Chandler? 

A. I do not see an o i l - w a t e r contact i n the Chandler 

w e l l . 

Q. You see a ni n e - f o o t v a r i a t i o n between the Wiley 

and the K l e i n w e l l i n the o i l - w a t e r contact? 

A. Yes, s i r . 

Q. Let's go t o E x h i b i t Number 14. Would you 
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i d e n t i f y t h a t , please? 

A. E x h i b i t Number 14 i s a l o g a n a l y s i s of the Wiley 

Number 1 Fee and the K l e i n — the Number 1 K l e i n Fee. 

They're the two w e l l s i n the cross-section t h a t had the 

i n d i c a t e d water contacts. This i s an a n a l y s i s , i t ' s i n a 

t a b u l a r form, i t was done by TerraSciences i n Houston. 

And i f y o u ' l l s t a r t a t the Wiley Fee a n a l y s i s and 

go t o page 2, a t a — The depth t r a c k or depth column i s 

the f a r l e f t column. Go t o a depth of 11,613. And then 

you go a l l the way t o the r i g h t , which i s the water-

s a t u r a t i o n column. And i t ' s i n a decimal form, but a t 

11,613 the water s a t u r a t i o n i s a .1957 or 19.5 percent. 

And immediately below t h a t a t a depth of 11,614 the water 

s a t u r a t i o n jumps up t o a .3754, which i s 37.54 percent. 

I t ' s a t t h a t depth t h a t we've i n t e r p r e t e d an o i l - w a t e r 

contact. 

Now, i f you go t o the next d i s p l a y i n t h a t 

e x h i b i t , which i s the K l e i n — a n a l y s i s done on the K l e i n 

Fee, and also go t o page 2, again, the depth column i s the 

f a r l e f t column. Go t o a depth of 11,622. Find t h a t depth 

and go immediately over t o the f a r r i g h t - h a n d column, which 

i s the w a t e r - s a t u r a t i o n column, and a t 11,622 the water 

s a t u r a t i o n i s .1691 or 16.91 percent. And i f you go the 

next depth below t h a t at 11,623, i t jumps up t o .4999, 

which i s 49.99 percent. 
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Q. I n your mapping, have you used a common o i l - w a t e r 

contact throughout the re s e r v o i r ? 

A. No, I have not. 

Q. Have you honored these v a r i a t i o n s i n your mapping 

of the hydrocarbon pore volume i n t h i s r e s e r v o i r ? 

A. I'm not sure I understand your question. 

Q. Have you honored the v a r i a t i o n s i n the water 

contact, as opposed t o using a common water contact — 

A. Yes, I have. 

Q. Let's go t o E x h i b i t Number 15, a two-well cross-

s e c t i o n . What does t h i s show? 

A. E x h i b i t 15 i s a two-well c r o s s - s e c t i o n using dual 

l a t e r a l logs from the G i l l e s p i e Number 1 Wiley Fee and the 

G i l l e s p i e Number 1 K l e i n Fee. 

The l e f t — the w e l l on the l e f t - h a n d side — 

Excuse me, the scale on t h i s i s again 2.5 inches — 

v e r t i c a l scale i s 2.5 inches t o 100 f e e t . There i s no 

h o r i z o n t a l scale. And i t i s hung, again, on a subsea datum 

of minus 7600. 

Go t o the l e f t - h a n d l o g . I f y o u ' l l , again, go 

down t o a depth of 11,613, I have a dashed l i n e across 

t h e r e . And i f y o u ' l l go across t o the r i g h t - h a n d t r a c k of 

t h a t l o g , which i s the r e s i s t i v i t y curve l o g , the l a t e r a l 

l o g curve, y o u ' l l n o t i c e t h a t there's a s h i f t i n the curves 

from the r i g h t t o the l e f t . And i t ' s a t t h a t p o i n t t h a t we 
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see, v i s i b l y see, the o i l - w a t e r contact. 

I f you w i l l move t o the next l o g t o the r i g h t , 

the r i g h t - h a n d l o g , which i s the K l e i n w e l l — and again, 

I ' d l i k e t o note t h a t — b r i n g your a t t e n t i o n t o the f a c t 

t h a t t h i s w e l l i s f a r t h e r n o r t h , or downdip, you might say, 

than the Wiley w e l l . 

I n t h a t l o g , i f y o u ' l l go t o the depth of 11,622, 

again I have a dashed l i n e which i s r i g h t about a t the 

character change on the gamma ray. I f y o u ' l l go t o the 

rig h t - h a n d t r a c k , again, we see a s h i f t i n the curves from 

the r i g h t t o the l e f t , and again I t h i n k i t ' s an obvious 

contact a t t h a t depth. 

I b e l i e v e t h a t ' s a l l I have t o say about t h a t . 

Q. What i s E x h i b i t 16? 

A. Okay... 

Q. Would you expl a i n — 

A. I'm so r r y , I couldn't f i n d the number on t h a t 

one. 

E x h i b i t 16 i s a schematic of an a c t u a l outcrop i n 

the Beeman Canyon area on the west f l a n k of the Sacramento 

Mountains. This canyon area i s a — or t h i s outcrop i s 

roughly 2.5 miles north-northeast of Alamogordo. 

I f you go t o the l a s t page on the e x h i b i t , 

there's a map t h a t shows the area, and i t ' s k i n d of hard t o 

see, but i n a dark l i n e you can see the l i n e of s e c t i o n , 
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and there's t r i a n g l e s around numbers. Those numbers 

represent measured sections t h a t the author who constructed 

t h i s schematic, he — those are some measured sections t h a t 

he a c t u a l l y d i d . 

This l i n e of — This schematic or t h i s outcrop 

trends from the right-hand side of the d i s p l a y , from the 

southeast, t o the northwest. And each — there's a scale 

— Forgive me but when I xeroxed t h i s t h i n g I a c c i d e n t a l l y 

cut o f f the bottom p a r t of i t . There's a h o r i z o n t a l scale 

t h e r e . 

Q. On page 1 of your e x h i b i t — 

A. On page 1 of the e x h i b i t . But the a c t u a l 

distance — and you can see on the index map on the back 

t h a t the a c t u a l length of t h i s s e c t i o n i s about 2.5 miles, 

which i s e s s e n t i a l l y the same l a t e r a l distance on the West 

Lovington-Strawn U n i t from a north-to-south d i r e c t i o n . 

The v e r t i c a l columns on t h i s schematic represent 

measured sections. And I don't know i f you know what a 

measured s e c t i o n i s , but what i t i s i s t h a t a g e o l o g i s t 

goes out on the outcrop w i t h a tape measure and a notebook 

and a c t u a l l y examines the rock outcrop w i t h a micros- — 

magnifying glass, describes i t , measures i t . And then 

whatever p a r t s of the outcrop t h a t he can't climb on, 

whether i t ' s too steep or whatever, he backs away a hundred 

yards or a quarter of a mile or h a l f a mi l e and sketches i n 
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the r e s t of the outcrop. 

What i t shows i s , he has i d e n t i f i e d t h r e e mounds 

i n t h i s schematic. You see the t a i l end of one on about 

the middle p a r t of — halfway down on Section 21, and 

then — and i t 1 s separated from the r e s t of the other 

mounds t h a t you see, Core Number I , Core I I and Core I I I . 

What i t shows i s , i s t h a t there's — he's 

i d e n t i f i e d t hree mounds w i t h d i s t i n c t i v e boundaries between 

those mounds, and t h a t they o f f l a p i n t o the Basin, which 

would be the — going t o the l e f t on the schematic. 

And what I ' d l i k e t o do i s j u s t k i n d of as a 

demonstration, t o make a p o i n t , i s t h a t i f we were — i f 

you were t o assume t h a t these sections were j u s t wellbores 

and t h a t was the only t h i n g you could see of t h i s mound 

complex, you'd be forced t o change your c o r r e l a t i o n s . The 

only t h i n g you'd be able t o do i s c o r r e l a t e the top of the 

mound and the base of the mound, but you wouldn't be able 

t o make any d e t a i l e d c o r r e l a t i o n s i n between. 

So t h a t i s depicted on the next page. And 

f o r g i v e me, i t ' s s i m p l i s t i c , but t h i s i s what we've done on 

our cross-sections. I t ' s b a s i c a l l y what G i l l e s p i e has done 

and I have done. I t ' s r e a l l y the only way t o do i t . But 

the p o i n t i s t h a t you cannot see the complex nature of the 

r e s e r v o i r w i t h a cross-section l i k e t h i s . 

Go t o the next d i s p l a y . What I've done i s , i t ' s 
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another — t r y t o make another p o i n t — i s I've taken Core 

Number I I and I've colored i n a p o r t i o n of i t . And l e t ' s 

j u s t play a game. Let's j u s t say Measured Section Number 

17 represents the G i l l e s p i e Number 1 Wiley w e l l w i t h an 

o i l - w a t e r contact a t — where I've shown i t . 

And then l e t ' s play again, l e t ' s say t h a t 

Measured Section Number 3 0 represents the K l e i n w e l l , 

downdip, but a d i f f e r e n t o i l - w a t e r contact, probably due t o 

the f a c t t h a t there's two mounds. 

And then somewhere i n between the Sections 3 0 and 

31, moving t o the l e f t , or downdip, basinward, somewhere i n 

t h e r e would be a p o s i t i o n roughly equivalent t o our 

Chandler w e l l . And then co n t i n u i n g f u r t h e r t o Section 31, 

t h a t would represent an u n d r i l l e d l o c a t i o n w i t h mound-

q u a l i t y rock, o i l - b e a r i n g , downdip from water. 

I know t h i s i s a — I r e a l i z e t h i s i s an 

o v e r s i m p l i f i c a t i o n , but i t ' s a possible explanation f o r 

d i f f e r e n t o i l - w a t e r contacts. I t h i n k t h a t ' s a l l . 

Q. And t h i s j u s t i s an example of how you can have 

the v a r y i n g o i l - w a t e r contacts i n a r e s e r v o i r w i t h m u l t i p l e 

mounds, l i k e what we're dealing w i t h here? 

A. That i s c o r r e c t . And I ' d l i k e t o b r i n g up one 

other t h i n g . I've done a l i t e r a t u r e search on these 

mounds, and again I t h i n k t h a t Ralph t e s t i f i e d t h a t t h i s i s 

an unusual, complex — or an unusually lar g e r e s e r v o i r . 
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And i f you go over t o the east of t h i s — the West 

Lovington-Strawn area, i n the Shipp-Strawn, the Humble 

C i t y , the Northeast — East Lovington area, the mounds over 

t h e r e , I agree w i t h Ralph t h a t t y p i c a l l y you see one-, two-

w e l l f i e l d s . You j u s t — One, two w e l l s , sometimes — 

sometimes f o u r . And i t ' s — t h i s i s unusual. 

And so i n my search of l i t e r a t u r e , there's 

another area on the Eddy-Lea County l i n e s i n Township 19 

South, there's the Lusk-Strawn f i e l d , and i t ' s q u i t e an 

extensive area. I t — I don't know, I ' d estimate there's 

probably 3 0 sections t h a t have — i n s i d e the f i e l d . And i n 

f a c t , a t one time i t was u n i t i z e d , the Lusk-Strawn u n i t . 

The l i t e r a t u r e i n t h a t , the person t h a t wrote the 

a r t i c l e , Dewey Thornton, he's an independent g e o l o g i s t — 

w e l l , he works f o r Moncrief i n Midland. He wrote an 

a r t i c l e i n t h a t , and i t ' s on t h a t f i e l d , and i t ' s i n the 

AAPG J o u r n a l . And they i d e n t i f i e d t hree o i l - w a t e r contacts 

i n t h a t f i e l d . 

Q. And t h a t ' s the Lusk- — 

A. The Lusk-Strawn. 

Q. — -Strawn f i e l d . 

I n mapping a r e s e r v o i r of t h i s nature, i f you 

j u s t use a simple one o i l - w a t e r contact r e s e r v o i r w i d e , 

aren't you r e a l l y t a k i n g too simple an approach? 

A. Yes, you are. 
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Q. Let's go t o what has been marked as Yates/Hanley 

E x h i b i t Number 17, your Strawn Mound hydrocarbon pore 

volume map. 

A. Okay. Mr. Catanach, t h i s i s a map of the 

hydrocarbon pore volume f e e t . Contour i n t e r v a l i s one 

hydrocarbon pore volume f o o t . Everything else i s p r e t t y 

much the same, i t ' s — the scale and o u t l i n e have not 

changed. 

And i t ' s simply — I t ' s based on my 

i n t e r p r e t a t i o n of a l l the previous data, the best I could, 

w i t h no goals intended, and i t ' s what I b e l i e v e i s the 

a c t u a l r e p r e s e n t a t i o n of the hydrocarbon pore volume f e e t 

i n t h i s r e s e r v o i r . 

The o u t l i n e t h a t goes around -- The green o u t l i n e 

i s based on what we c a l l a t Hanley a 4 0-acre r u l e . 

Wherever the zero l i n e shaved a t r a c t , nicked i t or 

whatever, then we brought t h a t 4 0-acre t r a c t i n . And 

r e a l l y , we f e l t l i k e t h a t was the only — t r y i n g t o f i n d a 

uniform way t o do i t and a f a i r way t o do i t , and t h a t ' s 

what we f e l t l i k e t h a t was, so t h a t ' s what t h a t ' s based on. 

The only exception t o t h a t would be down i n the 

lower or the r i g h t — lower l e f t corner of the u n i t , down 

where the G i l l e s p i e 8 State "D" w e l l i s . We had t o make an 

exception there because they have s t a t e d t h a t t h i s w e l l i s 

i n a d i f f e r e n t r e s e r v o i r , p o s s i b l y , than the South Big Dog-
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Strawn. And we don't have a log on i t and we have no way 

t o d i s p u t e t h a t , so I'm assuming t h a t they're r i g h t . And 

so we had t o leave i t out. 

Q. Now, Mr. Bracken, j u s t i n summary, what d i d you 

use t o d e f i n e the northern boundary of the r e s e r v o i r ? 

A. I t ' s seismic. 

Q. And on the eastern side, what a c t u a l l y were you 

u t i l i z i n g ? 

A. Seismic. 

Q. And d i d you — And data from the State "S" Number 

1? 

A. Yes, s i r , , w e l l c o n t r o l and seismic. 

Q. Did you have w e l l c o n t r o l along the southern 

boundary of the u n i t ? 

A. The southern boundary. Yeah, there's some w e l l 

c o n t r o l . 

Q. And b a s i c a l l y how d i d you c o n s t r u c t t h i s l i n e ? 

Was i t the seismic — 

A. Well, the lower p a r t of the u n i t , we r e a l l y don't 

have any data down there, so we depended on G i l l e s p i e ' s map 

i n t h a t area. We had no other choice. So we p r e t t y much 

l e f t t h a t as i t was. 

Q. Okay. And on the western boundary of the 

r e s e r v o i r , how d i d you pick t h a t l i n e ? 

A. That's based on our i n t e r p r e t a t i o n of the 
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seismic. 

Q. And the low t h a t you saw running across t h a t area 

t h a t would separate the West Lovington-Strawn from the Big 

Dog o f f t o the west. 

A. (No response) 

Q. What conclusions have you drawn from your 

g e o l o g i c a l study of the area? 

A. Well, there's a s u b s t a n t i a l amount of acreage 

t h a t i s not — or t h a t i s — w i l l be a f f e c t e d by u n i t 

operations t h a t i s not i n the c u r r e n t boundary, as i t ' s 

depicted by the pink l i n e . 

And t h a t also we're dealing w i t h a complex 

r e s e r v o i r w i t h m u l t i p l e mounds, and we f e e l t h a t our 

d e p i c t i o n of the hydrocarbon pore volume map i s the most 

c o r r e c t way t o draw i t , based on the data as we see i t . 

Q. Were Yates/Hanley E x h i b i t s 8 through 17 prepared 

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

A. Yes, s i r . 

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

the admission i n t o evidence of Yates/Hanley E x h i b i t s 8 

through 17. 

EXAMINER CATANACH: E x h i b i t s 8 through 17 w i l l be 

admitted as evidence. 

MR. CARR: And I pass the witness. 

MR. HALL: May we take a break? 
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EXAMINER CATANACH: How long? 

MR. HALL: Ten minutes. 

MR. BRUCE: I t might shorten up the cross-exam. 

EXAMINER CATANACH: A l l r i g h t , l e t ' s take t e n 

here. 

(Thereupon, a recess was taken a t 10:53 a.m.) 

(The f o l l o w i n g proceedings had a t 11:07 a.m.) 

EXAMINER CATANACH: Gentlemen, are we ready? 

MR. HALL: Ready, s i r . 

EXAMINER CATANACH: Mr. Hall? 

MR. ROSE: Mr. Examiner, i f I might I t h i n k I may 

be r e v i s i t i n g the admission of a couple of e x h i b i t s here. 

I t h i n k they went i n without o b j e c t i o n . I don't — 

Frankly, I d i d n ' t hear t h e i r admission; i t ' s my problem. 

But I do want t o ask the witness — v o i r d i r e the 

witness a l i t t l e b i t on a couple of the e x h i b i t s , i f I 

might. You might reconsider the admission of a couple. 

MR. CARR: I submit they've been admitted. I f 

you want t o question when they go i n , you need t o do i t 

then. 

He can ask h i s questions. 

EXAMINER CATANACH: I t h i n k they have been 

admitted, Mr. H a l l . 

MR. BRUCE: I would second h i s motion. I d i d n ' t 

hear t h a t r i g h t a t the end. I was t a l k i n g w i t h the 
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witness. 

MR. HALL: Let me s t a t e the problem f o r the 

record. There was no foundation given t o t h e i r admission, 

p r i m a r i l y E x h i b i t s 8 and 9, which I understand o f f the 

record were prepared by someone else — P h i l C o l l i n s ; i s 

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

THE WITNESS: B i l l C o l l i n s . 

MR. HALL: B i l l C o l l i n s . They were the 3-D and 

the 2-D? 

EXAMINER CATANACH: Are you o b j e c t i n g t o these 

being admitted, Mr. Hall? 

MR. HALL: Well, there was no foundation given 

f o r t h e i r admission. At t h i s p o i n t I'm simply s t a t i n g an 

o b j e c t i o n f o r the record. I believe the witness t e s t i f i e d 

he d i d not prepare these, and I don't t h i n k he was even 

asked whether he reviewed them or the methodology he used 

t o c o r r e l a t e them and sub s t a n t i a t e them a t a l l . So i t ' s a 

fou n d a t i o n a l o b j e c t i o n . 

I understand the Examiner has r u l e d , and I ' l l 

accept t h a t . I do want t o s t a t e an o b j e c t i o n f o r the 

record. 

But i f I might ask him a l i t t l e b i t more about 

those two e x h i b i t s — 

EXAMINER CATANACH: Okay. 

MR. HALL: — he t e s t i f i e d about. 
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CRO S S-EXAMINATION 

BY MR. HALL: 

Q. Dr. Bracken, w i t h respect t o E x h i b i t s 8 and 9, 

your seismic maps you brought, d i d you b r i n g any of the 

u n d e r l y i n g seismic data w i t h you today t h a t we could see? 

A. No, I have not. 

Q. Now, I understand from your testimony E x h i b i t s 8 

and 9, the seismic maps, they are done — the seismic 

methodology i t s e l f , i f you can t e s t i f y t o t h i s , i t ' s done 

i n time, but yet E x h i b i t s 8 and 9 show depth; i s t h a t 

c o r r e c t ? 

A. Correct. 

Q. Do you know how the time i s converted t o depth, 

i f you now? 

A. I'm not a geophysicist. 

Q. So you can't t e s t i f y about how t h a t i s done? 

A. No. 

Q. I t ' s safe t o say t h a t you need w e l l s t o c a l i b r a t e 

what's shown on E x h i b i t s 8 and 9? 

A. Sure. 

Q. Otherwise E x h i b i t 8 and 9 i s simply i n t e r p r e t i v e ? 

I t ' s e x p l o r a t i o n geology; i s t h a t accurate? 

A. I t ' s i n t e r p r e t i v e , but we had a sonic on q u i t e a 

few w e l l s i n there t h a t — used f o r c a l i b r a t i o n , a t l e a s t o 

the 2-D. 
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Q. The primary purpose f o r use of i n f o r m a t i o n l i k e 

t h i s , a 2-D and 3-D seismic circumstance l i k e t h i s , i s f o r 

e x p l o r a t o r y purposes; i s t h a t correct? 

A. Sometimes. 

Q. I n t h i s case? 

A. I'm not sure what you mean by the question. I 

mean, what we do i s , we bought the seismic and had i t 

i n t e r p r e t e d , and we came back through w i t h our 3-D t o give 

more c r e d i b i l i t y t o the 2-D, and we — i t ' s — I t h i n k 

every w e l l i n here i s somewhat of an e x p l o r a t i o n w e l l . 

When you're d r i l l i n g mound w e l l s , you're never 

q u i t e sure what you're going t o do. I n f a c t , they've 

already t e s t i f i e d t h a t they thought they had one separate 

mound, and i t ended up being connected. That was from 

seismic. 

Q. A l l r i g h t , so we agree on t h a t . 

Did you happen t o b r i n g a time map, have any 

time — 

A. No. 

Q. — maps f o r us t o look at? 

How about a v e l o c i t y map? 

A. No, s i r . 

Q. So there's no w e l l c o n t r o l , as I understand i t , 

t o c a l i b r a t e the time t o depth, or can you say? 

A. Yes, there i s . 
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Q. What i s tha t ? 

A. The w e l l s i n the West Lovington-Strawn U n i t were 

used — 

Q. To c a l i b r a t e time t o depth? Can you show me 

where t h a t might be on E x h i b i t 8? 

A. I t ' s not on E x h i b i t 8. 

Q. So there's no w e l l c o n t r o l t o c a l i b r a t e anything 

on 8 so — Correct? 

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

Q. Now, you d i d prepare E x h i b i t 10? 

A. Yes, s i r . 

Q. I n your view, don't the i n f o r m a t i o n shown on 

E x h i b i t s 10, and then compare i t t o 8 and 9, they don't 

compare f a v o r a b l y , do they? They're q u i t e d i f f e r e n t . 

Would you agree? 

A. I would say they're q u i t e d i f f e r e n t , not a t 

a l l — 

Q. I n f a c t — 

A. I would say — I would say the northern p o r t i o n 

up i n our Section 28 — b a s i c a l l y , I took an overlay, 

o v e r l a i d t h i s map and drew the contours. 

Q. I see. 

A. I d i d n ' t — i t ' s — The only reason i t looks a 

l i t t l e d i f f e r e n t i s the f a c t t h a t i t ' s on a d i f f e r e n t 

contour i n t e r v a l . This i s a 10-foot contour i n t e r v a l , t h i s 
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i s a 20-foot contour i n t e r v a l . 

Q. On 10 — 

A. I p r e f e r 20-foot contour i n t e r v a l . 

Q. A l l r i g h t . On 10, your p i c k on the Yates w e l l , 

the Bridge O i l Culp Number 2, do you have t h a t l o g from 

t h a t w e l l a v a i l a b l e t o us here today? 

A. Lets see, I believe i t ' s on the cr o s s - s e c t i o n . 

Q. Oh, I'm sorry, the Chambers. 

A. The Chambers? 

Q. I t ' s i n the east h a l f of 27, the Yates 1 

Chambers. 

MR. BRUCE: Northeast quarter, southeast quarter, 

Section 27. 

THE WITNESS: I don't have i t here today, but I 

do have a l o g on t h a t w e l l . 

Q. (By Mr. H a l l ) W i l l you make t h a t a v a i l a b l e t o 

us? 

A. I can — w e l l , I — Yes, I can. 

DR. BONEAU: I f he can't, I can. 

(Laughter) 

THE WITNESS: I say I have a l o g . A l l I have i s 

a xerox p o r t i o n of the — b a s i c a l l y the few f e e t above the 

Strawn and a few f e e t below the Strawn. That's a l l I have. 

Q. (By Mr. H a l l ) Dr. Bracken — 

A. I'm not a doctor. 
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Q. Oh, I apologize, I beg your pardon. 

A. My dad was, but... 

Q. Hanley proposal f o r the 28-1 i n the southwest of 

Section 28 — 

A. Yes, s i r . 

Q. — why i s t h a t l o c a t i o n not dead center on the 

top of the mound you i d e n t i f i e d ? 

A. Why i t ' s not dead center on top of the mound? 

I ' d have t o s h i f t the mound over t o get i t dead center. 

Q. Why aren't you proposing one i n the center of the 

mound? 

A. Where would you l i k e t o p i c k t h a t l o c a t i o n ? I 

don't know what you're asking me. I can't move the mound. 

I have t o d r i l l t h a t l o - — We have t o d r i l l t h a t l o c a t i o n 

t here because i t ' s the only place you can. 

Q. Why can't you move f u r t h e r up i n t o Section 2 8 and 

d r i l l a high spot? 

A. We plan t o , i f we could ever get t h i s s i t u a t i o n 

resolved. We would love t o d r i l l up th e r e . 

Q. Well, i s n ' t t h a t the b e t t e r acreage? Wouldn't 

you r a t h e r d r i l l t h a t f i r s t ? 

A. Which, the — 

Q. The northern l o c a t i o n i n the center of the mound? 

A. There are some i n our company t h a t do f e e l t h a t 

i s a b e t t e r l o c a t i o n . Common sense would t e l l you don't, 
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j u s t t o not step out. You d r i l l your l e a s t r i s k y w e l l s 

f i r s t — 

Q. Right, you want t o — 

A. — then move out. 

Q. You want t o corner-shoot the u n i t as much as you 

can? 

MR. CARR: I obje c t t o t h a t c h a r a c t e r i z a t i o n . I 

mean, he wants — the l o c a t i o n s are obviously where they 

are, they're standard l o c a t i o n s and i t ' s — t o c a l l i t a 

corner shoot i s a cheap shot. 

Q. (By Mr. H a l l ) Let me rephrase. You want t o 

crowd the u n i t as much as you can? 

A. I don't want t o crowd i t . 

Q. You want t o get as close as you can t o — 

A. We have reserves under our l o c a t i o n . We would 

l i k e t o recover those reserves. 

Q. Yeah. Do you t h i n k you have more reserves 

f u r t h e r t o the n o r t h where i t ' s the high spot? 

A. Well, I'm not an engineer. We have a man t h a t ' s 

going t o answer those questions. 

Q. Let's look a t E x h i b i t 13 i f you would, please, 

s i r . 

A. Can you t e l l me which one t h a t i s , because — 

Q. Th i r t e e n , i t ' s the f i r s t c r o s s - s e c t i o n . 

A. Okay. 
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Q. With respect t o t h i s e x h i b i t , why don't we s t a r t 

w i t h your geologic d e s c r i p t i o n of the r e s e r v o i r ? What's 

i t s l i t h o l o g y ? 

A. Limestone. More d e t a i l ? I t ' s a p h y l l o i d a l g a l 

mound complex. 

Q. A l l r i g h t . I n your picks on E x h i b i t 13 you were 

t r y i n g t o p i c k the top of the lime; i s t h a t f a i r t o say? 

A. Yes, s i r . 

Q. Let's look a t the log f o r the A-A' l i n e , the 

Bridge 2 J u l i a Culp w e l l on the r i g h t . I f you would r e f e r 

t o your p i c k f o r the top of the lime there and then r e f e r 

over t o the PE curve. Do you have t h a t spot? 

A. Say again? 

Q. I f you would r e f e r t o the PE curve on t h a t l o g , 

over on the r i g h t side. Are you w i t h me there? 

A. Yeah. Without a heading I'm not sure which — I 

b e l i e v e i t would be the second curve on the — 

Q. On the depth column? 

A. Right. 

Q. Second curve t o the r i g h t of the depth column. I 

t h i n k we're i n the r i g h t — i n the same place. 

Now, your p i c k as I'm seeing i t — Am I c o r r e c t 

t h a t you've, i n f a c t , picked the shale there where you've 

drawn your l i n e ? 

A. Yeah, i f y o u ' l l look a t the — j u s t e x p l a i n what 
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I d i d . I f y o u ' l l look at the p o r o s i t y t r a c k , which i s the 

r i g h t - h a n d side, there's a d i s t i n c t s h i f t i n p o r o s i t y . You 

know, you see the curves at t h a t s h e l f peak, and above 

t h a t , they're kicked way out toward the center of the l o g , 

toward the depth column. And a t t h a t p o i n t where I've 

drawn the l i n e , the curves take an immediate s h i f t t o the 

r i g h t . 

Well, the — Associated w i t h t h a t on the sonic 

logs there's also a v e l o c i t y change. And so I picked t h a t 

p o i n t because I f e l t l i k e t h a t p o i n t i s the p o i n t a t which 

the seismic i s going t o see a v e l o c i t y change. 

So i n order t o get a more accurate depth t o 

seismic or whatever t h a t — That's the reason I've done 

t h a t . I wasn't necessarily p i c k i n g a top l i n e ; I was 

p i c k i n g a c o r r e l a t i o n p o i n t . And I j u s t — I have chosen 

t o c a l l i t the top of the Strawn. I don't t h i n k there's 

any question t h a t t h a t shale c o r r e l a t e s a l l the way across 

th e r e . 

Q. A l l r i g h t . But you're not saying, as I 

understand, t h a t t h a t i s necessarily the top of the Strawn. 

You're saying t h a t ' s the c o r r e l a t i o n p o i n t only? 

A. I would choose t o c a l l i t the top of the Strawn. 

Somebody else might not. That's common. 

Q. A l l r i g h t . 

A. No two g e o l o g i s t s agree on t h i n g s l i k e t h a t , 
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t h a t ' s common. 

Q. Wouldn't you agree t h a t the k i c k t o the r i g h t f o r 

the PE curve a t about 11,510, 11,520, would be a limestone 

kick? 

A. I can't — Honestly, I cannot remember the PE 

c u t o f f s . So, you know, t o say a d e f i n i t e yes or no, I ' d 

have t o look a t my chart book. But t h a t i s probably a 

reasonable assumption t o make. 

Q. A l l r i g h t . Let's look a t the same t h i n g f o r the 

Hanley 1 Chandler on your B-B' l i n e . I t ' s the w e l l l o g t o 

the r i g h t side. 

Now, the c o r r e l a t i o n you r e f l e c t t h e r e f o r the 

7600-foot i n t e r v a l , what i s that? I s t h a t the shale again? 

What i s t h a t ? 

A. The 7 600 l i n e i s the subsea datum t h a t the logs 

were hung on. 

Q. Right. So i t ' s the heavier l i n e on top of t h a t , 

t h a t ' s your shale p i c k ; i s t h a t r i g h t ? 

A. Yeah, there's a c o r r e l a t i o n — I t ' s the f i r s t 

heavy l i n e — 

Q. Right. 

A. — i s my c o r r e l a t i o n . 

Q. And l i k e w i s e , you're not saying t h a t t h a t 

p a r t i c u l a r l i n e i s necessarily the top of the limestone? 

A. Yes, yes. 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

232 

Q. And i t ' s also reasonable t o say, i f you come down 

the PE curve again a t about the 11,700 depth area, t h a t i t 

shows a limestone k i c k there? 

A. 11,700? I t ' s p r e t t y c o n s i s t e n t a l l the way down 

from — 

Q. I'm s o r r y , I'm way o f f . I can't read these very 

w e l l . 

How about the 11,057? Are you w i t h me? 11,574? 

Have you got a p o i n t on there? 

A. Yeah, there's a s h i f t t h ere. 

Q. Would t h a t i n d i c a t e a limestone k i c k t o you? 

A. Again, you know, I have t o q u a l i t y i f because I 

can't remember what the c u t o f f s are on the PE curve, what 

d i s t i n g u i s h e s limes, dolomites. I t ' s probably a reasonable 

assumption. I'm not t r y i n g t o be evasive; I j u s t couldn't 

t e l l you. That's probably a reasonable assumption t o make. 

Q. A l l r i g h t . Generally, though, i s i t safe t o 

assume t h a t your E x h i b i t 13 seems t o show t h a t you've 

picked the top of the Strawn limestone t o be a l i t t l e b i t 

high? 

A. I have picked a depth t h a t I b e l i e v e c o r r e l a t e s 

t o what the seismic probably i s going t o see. There's 

going t o be a v e l o c i t y change. As best — You know, I'm a 

g e o l o g i s t , but as best I can understand i t t h a t ' s where 

you're going t o see a change, r i g h t t h e r e . 
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And t h a t i s important t o us because, a f t e r a l l , 

t h a t ' s what we use t o p i c k our l o c a t i o n s , i s the seismic, 

not something ten f e e t below the r e f l e c t o r . 

Q. Now, I want t o ask you about the way you've gone 

about i d e n t i f y i n g the o i l - w a t e r contact — 

A. Uh-huh. 

Q. — throughout. The way I understand you've done 

i t , you've simply gone t o where you see the f i r s t west 

p o r o s i t y ; i s t h a t accurate? 

A. Yes. 

Q. Say f o r instance — 

A. Not — w e l l — 

Q. Okay, t h a t ' s not a complete answer. Go ahead and 

answer i t . 

A. That's not e n t i r e l y t r u e , because you're going t o 

see — i n your t a b u l a t i o n you may see streaks where they 

c a l c u l a t e out a wet streak, t h a t there's other prob- — 

There may be other f a c t o r s t h e r e , t i g h t p o r o s i t y or 

whatever. 

I t ' s the — What we've picked i s where i t ' s a 

c o n s i s t e n t l y — you go from a c o n s i s t e n t l y lower water 

s a t u r a t i o n , on an average basis, t o a c o n s i s t e n t l y higher 

i n t e r v a l , on an average basis, of water s a t u r a t i o n . I 

t h i n k i t ' s obvious on the t a b u l a r — t a b u l a t i o n t h a t I 

have. 
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Q. A l l r i g h t . To now, I t h i n k a l l the 

i n t e r p r e t a t i o n s have been t h a t the o i l - w a t e r contact i s 

about 7600, 7616? 

A. Yes. 

Q. I f there weren't p o r o s i t y a t t h a t depth, how 

would you determine whether or not t h a t was wet or not a t 

t h a t depth? 

A. I f there were not p o r o s i t y a t t h a t depth, which 

means there would not be any r e s e r v o i r a t t h a t depth, which 

would not co n t a i n any f l u i d . I don't — 

Q. Right, i f you don't have the p o r o s i t y t h e r e , you 

don't know where the o i l - w a t e r contact i s , c o r r e c t ? 

A. That's r i g h t . 

Q. But on your picks there's p o r o s i t y both above and 

below? 

A. Above and below what? 

A. Your picks. 

A. My picks of what? 

Q. Of the water contact. 

A. Yes. 

Q. Do you have E x h i b i t 14? P u l l i t out please. 

A. I t ' s t h i s t h i n g , I believe i t ' s t h i s — 

Q. I want t o discuss w i t h you the r e s e r v o i r 

c h a r a c t e r i s t i c s of the area below the o i l - w a t e r contact 

you've i d e n t i f i e d , you show on E x h i b i t 14 and also on 13, 
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the cross-section. 

Let me ask you, what d i d you use t o generate 

these? 

A. I b e l i e v e we used a .047, and t h a t i s based on 

our produced water. And we d i d t h a t t w i c e . We have two 

water analyses, and both of them came out a t .047. 

Q. A l l r i g h t . Are these computer-generated 

c a l c u l a t i o n s ? 

A. These? 

Q. Yes. 

A. Yes. 

Q. What program d i d you use? 

A. I d i d not do t h i s . This i s done by 

TerraSciences. 

Q. Okay, do you know what they use, the p a r t i c u l a r 

program? 

A. Our engineer can address t h a t . 

Q. Okay. H e ' l l be able t o say how p o r o s i t y i s 

determined? 

A. Sure. 

Q. Your data i n E x h i b i t 14 f o r the Wiley w e l l , page 

2, your p e r f o r a t i o n s are shown down t o about 11,600? 

A. P e r f o r a t i o n s , on the — Are we back on the cross-

s e c t i o n now? 

Q. No, 14. I'm sorry. Back on 13, the l a r g e cross-
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A. Okay. 

Q. The l o g f o r the 1 Wiley Fee from your p e r f s a t 

11,600? 

A. Yeah. 

Q. Do you have t h a t there? 

A. 11,600 — 

Q. A l l r i g h t . 

A. — yes. 

Q. And your o i l - w a t e r contact i s 11,612? 

A. Yes. 

Q. What are the p o r o s i t y values below t h a t p o i n t , 

11,612? 

A. Oh, 11,612? 

Q. Yeah, look back on E x h i b i t 14 f o r the Wiley. 

I t ' s page 2 f o r the Wiley, page 3 of the e n t i r e e x h i b i t . 

A. The p o r o s i t y values would be the second column 

from the l e f t - h a n d side, so i f you were t o move down, say, 

t o 11,6- — Well, s t a r t i n g a t 11,614 i t ' s 3.9 percent. I'm 

j u s t going t o read them down and — down. 3.9 percent. 4.4 

percent, 4.5 percent, 4.7 percent, 4.5, and then on up t o 

6, 6.4 3 — How f a r do you want me t o go? 

Q. That's f i n e . What are the w a t e r - s a t u r a t i o n 

values f o r the same depth? 

A. S t a r t i n g at 11,614 i t ' s 37.5, 39.27, 41.03, 
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4 0.17, 39.35, on down. 

Q. Let's r e f e r t o the data f o r the K l e i n w e l l now, 

page 2 of t h a t . Do you have t h a t open i n f r o n t of you 

there? 

A. Yes. 

Q. Let's look a t the — Where's your o i l - w a t e r 

contact there? That's a t 11,622; i s t h a t about r i g h t ? 

A. That's where we have i n t e r p r e t e d i t t o be. 

Q. At t h a t p o i n t i s i t f a i r t o c h a r a c t e r i z e p o r o s i t y 

values below the o i l - w a t e r contact a t about 6.9 percent? 

A. Maybe a l i t t l e higher. I t ' s close. 

Q. Runs through about 6.9 t o 8.2, 8.92? 

A. Yeah, yes. 

Q. And what are the corresponding water s a t u r a t i o n 

values a t 11,623 depth, below the o i l - w a t e r contact? 

A. 49.9, 38.52, 36.34, 30.36, 38.51, 37.55, 31.04, 

3 2 — Do you want me t o keep going? 

Q. That's f i n e . does t h a t show you t h a t p r o d u c i b l e 

water could e x i s t on the K l e i n production i n s a t u r a t i o n s as 

low as 2 0 t o 3 6 percent? Can you draw t h a t conclusion? 

A. Say again? 

Q. Would producible water e x i s t on produ c t i o n from 

the K l e i n w i t h s a t u r a t i o n values as low as 20 percent? 

A. This i s a discussion t h a t we've had i n house. I 

can't say yes or no, because we don't know. A l l we have 
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done i s , there i s a marked change a t t h a t l e v e l . And there 

i s some s u b j e c t i v i t y i n t h i s , and t h i s i s our 

i n t e r p r e t a t i o n . 

And the t h i n g t h a t ' s obvious i s t h a t where the 

marked changed takes place i s nine f e e t lower than the 

other w e l l . Now, you would t h i n k , i f t h i n g s were 

c o n s i s t e n t , you would s t a r t t o see the change i n the same 

i n t e r v a l . 

So as f a r as, you know, where you're going t o 

p i c k the c u t o f f , I don't know. You know, I don't have core 

data, you know, t o — I don't have anything. 

Q. A l l r i g h t . From what you say, you cannot 

preclude t h a t you would have produced water f o r the K l e i n 

w i t h s a t u r a t i o n values as low as 2 0 percent? F a i r t o say? 

A. That i s a p o s s i b i l i t y . 

Q. A l l r i g h t . You can't preclude i t anyway? Your 

answer i s yes, f o r the record? 

A. P o s s i b i l i t y . 

Q. Same t h i n g , you can't preclude water p r o d u c t i o n 

from the K l e i n w i t h s a t u r a t i o n values down t o 3 6 percent? 

t 

And you're i n d i c a t i n g "yes" f o r the record? The c o u r t 

r e p o r t e r needs t o take a verbal r e a c t i o n . 

A. I t ' s a p o s s i b i l i t y . 

Q. E a r l i e r , what d i d you t e s t i f y as the water 

s a t u r a t i o n on the Chandler well? Do you r e c a l l ? 
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A. I have not t e s t i f i e d t o a water — I don't t h i n k 

I've t e s t i f i e d t o the water s a t u r a t i o n on the Chandler 

w e l l . 

Q. Didn't you say — 

A. I t e s t i f i e d — 

Q. I'm s o r r y , go ahead. 

A. I sai d t h a t we d i d not see a marked or obvious 

o i l - w a t e r contact i n the Chandler w e l l . 

Q. Didn't you t e s t i f y you saw a s a t u r a t i o n f o r the 

Chandler a t about the 4 0-percent range? Do you r e c a l l 

t h a t ? 

A. I don't. I f I — a l l I t a l k e d about was — 

Somebody asked me about an o i l - w a t e r contact. I s a i d I 

don't see an o i l - w a t e r contact i n the Chandler. 

Q. I s n ' t i t t r u e you said you saw no water 

s a t u r a t i o n s above 4 0 percent? Do you remember saying tha t ? 

A. I d i d not say t h a t . I said t h a t I d i d not see an 

o i l - w a t e r contact. 

Q. Has the Chandler produced water from the p e r f s a t 

11,582 t o 11,5- — 

A. I t does produce water. 

Q. Since the f i r s t day of production? 

A. I be l i e v e so, yes. 

Q. So from t h a t you can conclude t h a t the area n o r t h 

of the Chandler on the downdip i s wet? 
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A. Say again? 

Q. From a l l of t h a t , from our discussion about water 

s a t u r a t i o n values, the f a c t t h a t the Chandler has produced 

water through those p e r f s , i s n ' t i t reasonable t o conclude 

t h a t the area no r t h of the Chandler, downdip, i s wet? 

A. No, I guess you d i d n ' t get my p o i n t on the 

e x h i b i t p r i o r t o t h i s , t h a t there's a p o s s i b i l i t y t h a t you 

could be — go downdip and get i n t o w ater-free production, 

and we would not h e s i t a t e t o d r i l l a w e l l t o the n o r t h , 

would love t o do i t . 

Q. Do you have plans t o do t h a t ? 

A. I f we can resolve t h i s s i t u a t i o n , w e ' l l be out 

t h e r e i n a heartbeat. 

Q. Do you have a lo g analysis on the K l e i n , or 

s i m i l a r t o the K l e i n , f o r the Chandler? 

A. Not here. 

Q. Could you provide t h a t t o us? 

A. I can. 

Q. With respect t o your E x h i b i t 10 — i s i t 12, 

where you've i d e n t i f i e d your four separate mounds? Do I 

have the r i g h t e x h i b i t ? I'm sorry, i t ' s E x h i b i t 11. Let's 

r e f e r t o t h a t . 

A. What d i d you say? E x h i b i t 11? 

Q. E x h i b i t 11. As I understand i t , the purpose of 

t h i s e x h i b i t was t o show your i n t e r p r e t a t i o n t h a t you 
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b e l i e v e f o u r separate mounds t o e x i s t i n the r e s e r v o i r , 

c o r r e c t ? 

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

Q. I s there any dispute t h a t these mounds are i n 

connection — or i n communication? 

A. No, I don't dispute t h a t . 

Q. Let me ask your opinion on something. Do you 

be l i e v e i t ' s appropriate t o incorporate e x p l o r a t i o n acreage 

i n t o an enhanced o i l recovery u n i t ? 

A. I don't know i f I ' d q u a l i f y i t as e x p l o r a t i o n 

acreage, but i f you do i t by — t r a c t by t r a c t , you're 

going t o p r o h i b i t development of the r e s e r v o i r . Because, 

l i k e i n our s i t u a t i o n , we can't do anything u n t i l we know 

what's going t o happen t o us. You know, i f we're going t o 

spend the money t o d r i l l a w e l l and then have i t taken away 

from us, we won't d r i l l i t . 

So i f we can resolve the — what we t h i n k i s the 

boundary of the t o t a l r e s e r v o i r , by whatever data t h a t i t 

takes and discussions t h a t i t takes, then i t ' s r i g h t . 

Q. By whatever data. E a r l i e r you t e s t i f i e d t h a t 

E x h i b i t s i n 9, your seismic e x h i b i t s , were f o r e x p l o r a t o r y 

development — ex p l o r a t o r y g e o l o g i c a l purposes. 

A. I don't t h i n k t h a t I said t h a t e x a c t l y . I — 

They can be but — This area here i s a combination of 

development and e x p l o r a t i o n . 
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Q. I t c e r t a i n l y — 

A. Each w e l l i s an ex p l o r a t o r y w e l l , but each w e l l 

i s also a development w e l l . And you can look a t i t any way 

you want t o look a t i t . 

Q. Well, given t h a t s t a t e of a f f a i r s — 

A. Every time you pi c k a l o c a t i o n out t h e r e , you — 

i t ' s a gut check. 

Q. You're e x p l o r i n g , aren't you? 

A. Developing. 

Q. Well, which i s i t ? You said E x h i b i t s 8 and 9 

were used f o r e x p l o r a t i o n . 

A. I'm going t o say development, t h a t ' s my opin i o n . 

Q. Now you're saying development, a l l r i g h t . 

A. T e c h n i c a l l y — Techn i c a l l y , t h a t Chandler i s a 

development w e l l . By i n d u s t r y standards, t h a t i s a 

development w e l l . 

Now, i f I were t o step out up there beyond 6 and 

27, then you might get me t o say t h a t i t ' s an e x p l o r a t i o n 

w e l l . 

MR. HALL: Well, I t h i n k I d i d get you t o say 

t h a t e a r l i e r . 

MR. CARR: Well, w e ' l l l e t the t r a n s c r i p t v e r i f y 

t h a t , not Mr. H a l l ' s comment. 

Q. (By Mr. H a l l ) So we're i n agreement, then — 

I t ' s your p o s i t i o n t h a t the Hanley Chandler 1 i s a 
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development w e l l t h a t ought t o be included w i t h i n the EOR 

u n i t ; no dispute about that? 

A. I t ' s connected and — Yes. 

Q. How about the Hanley 1 State 2 8? What's t h a t 

going t o be? 

A. I f i t proves out t o be connected t o the 

r e s e r v o i r , then i t w i l l have t o be included, I guess. 

Q. But i t ' s a gut check; i t ' s an e x p l o r a t o r y w e l l 

now? 

A. I don't t h i n k so. I don't t h i n k so, because the 

seismic t h a t you saw, t h a t seismic was 100-percent c o r r e c t . 

I t was r i g h t on. And so we have a great -- a high degree 

of confidence i n the State 28. 

Q. I s n ' t the best way t o b r i n g any acreage 

associated w i t h the State 2 8 i n t o the u n i t i s a f t e r 

production i s established, a f t e r the w e l l i s d r i l l e d , a f t e r 

you have the w e l l data? 

A. Well, I'm not prepared t o speak t o those issues. 

I'm going t o l e t my engineer f i e l d t h a t . 

Q. So you don't have an opinion on t h a t p a r t i c u l a r 

issue? 

A. I have an opinion, but i t ' s not an expert 

o p i n i o n . But I — No, I don't t h i n k i t ' s f a i r , and I've 

already explained t h a t t o you. 

Q. You don't — 
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A. Each time you go — I t ' s going t o p r o h i b i t 

development of t h i s r e s e r v o i r --

Q. Nothing preventing — 

A. — which i s — which prevents the State from 

g e t t i n g income. 

Q. There's nothing preventing you from d r i l l i n g the 

Hanley 1 State 2 8 today, i s there? 

A. Yes, there i s . 

Q. What i s that? 

A. G i l l e s p i e , proposal t o — You know, i f we d r i l l a 

w e l l and i t ' s a good w e l l , I'm going t o be s i t t i n g i n t h i s 

c h a i r again. 

Q. I t ' s not proposed t o be included w i t h i n the u n i t 

today, under t h i s A p p l i c a t i o n , i s i t ? 

A. Well, but they've already t e s t i f i e d t h a t they 

were going t o do i t on a step by step — That's c l e a r . 

Q. No, my question i s , there i s no impediment t o the 

d r i l l i n g of the Hanley 1 State 28 today? 

A. There i s an impediment. I ' l l say i t again. We 

cannot d r i l l t h a t w e l l t i l l we resolve t h i s s i t u a t i o n . 

That's the impediment. 

Q. A l l r i g h t . You're saying G i l l e s p i e has a say-so 

by v i r t u e of what, i n d r i l l i n g the State 28-1? 

A. I ' l l answer i n the same way. We can go on 

f o r e v e r . 
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Q. A l l r i g h t . And what's the impediment t o the 

d r i l l i n g f u r t h e r up i n Section 28, i n the high spot of the 

mound t h a t you've i d e n t i f i e d ? There i s none, i s there? 

A. Yes, there i s . I t ' s the same scenario. 

Q. You're going t o — 

A. I f we d r i l l up there and i t proves t o be 

connected, which we t h i n k i t i s , our seismic, here we go 

again. 

Q. Okay — 

A. We don't want t o do t h a t . 

Q. And t h a t ' s i n t e r p r e t a t i o n based upon your 

e x p l o r a t o r y seismic data, correct? 

A. That's my i n t e r p r e t a t i o n based on the seismic. 

Q. A l l r i g h t . So you're asking f o r the i n c l u s i o n of 

t h a t acreage, as w e l l as the acreage f o r the Hanley 1 State 

28, on the basis of i n t e r p r e t i v e seismic; i s t h a t accurate? 

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

Q. I s n ' t the best way t o include acreage w i t h i n an 

enhanced o i l recovery u n i t , not an e x p l o r a t o r y u n i t , EOR 

u n i t , i s t o f i r s t have the w e l l data? I s n ' t t h a t the best 

i n f o r m a t i o n you could have? 

A. I am not an expert on u n i t s or — I couldn't 

address t h a t . 

Q. Do you have an opinion? 

A. I have an opinion, and I've already s t a t e d i t . 

STEVEN T. 
(505) 

BRENNER, CCR 
989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

246 

Q. Well, answer my question. I s n ' t the best data 

you could have t o consider i n c l u s i o n of acreage w e l l data? 

Yes or no. 

A. I f you have a w e l l and i t ' s producing, t h a t ' s 

g reat. But — 

Q. Can you answer my question yes or no? 

A. I j u s t answered. 

Q. The answer, then, i s "yes"? 

MR. CARR: I t h i n k the question was answered, and 

I t h i n k t h a t t o t r y and r e s t r i c t a person t o accepting the 

c h a r a c t e r i z a t i o n of the f a c t s as Mr. H a l l i s , i s 

in a p p r o p r i a t e . The question has been asked and answered 14 

times, and we're going t o beat the t h i n g t o death. But 

we're not going t o s i t here, and I'm not going t o agree t o 

l e t Mr. H a l l r e q u i r e yes or no answers. The question has 

been f u l l y answered 15 times. 

EXAMINER CATANACH: I agree, Mr. H a l l . 

MR. HALL: That's a l l I have, Mr. Bracken. Thank 

you. 

EXAMINER CATANACH: Mr. Bruce? 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. I n only have a few issues I want t o cover, but 

one of them might be the same. 

But you said t h a t — how f a r away — You 
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mentioned the Shipp-Strawn, which has small p o r o s i t y pods, 

small r e s e r v o i r s . How f a r away i s t h a t , from t h i s pool? 

A. Ten miles. 

Q. Ten miles. There's a seri e s of those small 

Strawn pools up t h e r e , aren't there? 

A. Yes. 

Q. Casey-Strawn, Shipp-Strawn? 

A. Yes, s i r . 

Q. How f a r away i s the Lusk-Strawn? 

A. Oh, I want t o say — I'm guessing. I ' d say 40 

miles. 

Q. Okay. 

A. But i t ' s p a r t of the t r e n d . I f you were t o map a 

Strawn-producing t r e n d , which was done i n t h i s a r t i c l e t h a t 

I quoted, i t ' s a l l p a r t of the producing p h y l l o i d a l g a l 

t r e n d . 

Q. What i s the c u r r e n t d a i l y water producing r a t e of 

the Chandler Number 1? 

A. I b e l i e v e i t ' s around 300 b a r r e l s a day. 

Q. Do you have any idea of what the t o t a l u n i t water 

produc t i o n i s per day? 

A. The l a s t I heard, i t ' s zero. 

Q. But t h a t doesn't i n d i c a t e t o you t h a t t h e r e might 

be an o i l - w a t e r contact by the Hanley well? 

A. I t i n d i c a t e s t h a t t h i s r e s e r v o i r i s more 
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complicated than we give i t c r e d i t . And i f I knew the 

answer t o t h a t , I would — I probably wouldn't be s i t t i n g 

here. 

But i t ' s a d i f f i c u l t problem and i t has — we've 

t r i e d t o f i g u r e i t out, and i f somebody could give me the 

answer I ' d sure l i k e t o have t h a t answer. I might — But 

we don't see a contact i n the w e l l ; i t ' s t h a t simple. The 

data demonstrates t h a t . 

Q. That water j u s t appeared out of nowhere? 

A. No, obviously not. 

Q. Okay. Let's move up t o Hanley's acreage, the 

Hanley State 28 Number 1. When was t h a t staked? 

A. I be l i e v e we staked i t — I'm not sure, but we 

staked i t — Staked or — ? 

Q. Staked. 

A. P r e t t y much the same time we staked the Chandler. 

Q. About 15 months ago, 14 months ago? 

A. Yes, I guess. I don't — 

Q. And so you j u s t have not seen f i t t o d r i l l t h a t 

l o c a t i o n i n the 14 months since you've completed the 

Chandler well? 

A. We chose t o d r i l l the Chandler f i r s t , and then we 

chose t o s i t on i t f o r a year, and i t had no- — not have 

anything t o do w i t h the u n i t , but we j u s t — we wanted t o 

see what the w e l l would do. I t would give us a degree of 
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confidence — 

Q. Okay, so — 

A. — i n the other w e l l . 

Q. — you j u s t said t h a t had nothing t o do w i t h the 

u n i t , not d r i l l i n g the State 28 Number 1 had nothing t o do 

w i t h the u n i t . Now, i n response t o Mr. H a l l ' s questions 

you s a i d you couldn't d r i l l t h a t because of the u n i t ? 

A. At t h i s p o i n t , a t t h i s p o i n t . 

Q. Today? 

A. Today. He asked me today. 

Q. What about yesterday, or a month ago? 

A. Same answer yesterday, j u s t t h a t we — 

Q. No, I'm — 

A. The chronology of how t h i n g s developed, they mesh 

together. There was a p o i n t where we were producing the 

w e l l and we d i d n ' t know — we r e a l l y d i d n ' t know what 

G i l l e s p i e was going t o do, i f they were going t o take us 

i n . We k i n d of — and I'm speaking f o r myself. I thought 

we weren't going t o be bothered by i t . And then l a t e r on 

the issue came up, and so then t h a t took over. 

But a t t h i s p o i n t i n time, we have a high degree 

of confidence g e o l o g i c a l l y t o d r i l l the w e l l , we f e e l l i k e 

we have a commercial l o c a t i o n . But because of the 

s i t u a t i o n today we can't do anything. 

Q. Okay, l e t ' s get t o t h a t . You say you can't do 
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anything, and you say i t ' s because of the u n i t , but why? I 

s t i l l don't understand. You j u s t s a i d because of the u n i t . 

Why can't you d r i l l a w e l l i n the west h a l f of Section 28? 

What's preventing you? 

Let me take a step back. The Chandler Number 1 

has been producing about 200 b a r r e l s a day f o r 14 months, 

between — from 140 i t i n c l i n e d up t o about 200 b a r r e l s a 

day, f l a t r a t e of production. I t ' s been producing a t t h a t 

r a t e f o r a year; i s t h a t correct? 

A. Somewhat, yeah. 

Q. I s i t a commercial well? 

A. Yes, s i r . 

Q. I t ' s paid out? 

A. Yes, s i r . 

Q. I f you could d r i l l a w e l l i n the west h a l f of 

Section 28 and have i t produce a t top allow a b l e , which i s , 

a t t h i s p o i n t , 250 b a r r e l s of o i l per day f o r a year, would 

i t be worth i t t o you? Would i t be a commercial well? 

A. Yes. 

Q. Then why can't you d r i l l i t ? 

A. Why do something t h a t — 

Q. Won't t h a t prove up your acreage? 

MR. CARR: Could the witness answer the question? 

MR. BRUCE: Sure. 

MR. CARR: I mean, we j u s t have question a f t e r 
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question and — 

THE WITNESS: I t ' s j u s t — Common sense t e l l s you 

t h a t i f somebody's out there, l u r k i n g , t o take your w e l l , 

why do i t ? 

Q. (By Mr. Bruce) What do you mean, "take the 

well"? The u n i t operating agreement provides — 

A. Well, under cu r r e n t — 

Q. — any w e l l i s taken i n on a paid-out basis — 

A. — under the current c o n d i t i o n s , we're — from 

what David has t e s t i f i e d t o , i f our w e l l i s b a s i c a l l y a 

160-barrel-per-day w e l l , and you a l l ' s proposal we're going 

t o get e i g h t b a r r e l s . 

So i f t h a t ' s the same — I f the same t h i n g i s 

going t o happen a t the State 28, then t h a t would be a poor 

expenditure on Hanley's p a r t ; i t would be a bad management 

de c i s i o n . 

Q. Won't d r i l l i n g a w e l l i n the west h a l f of 28 

prove up t h i s t h e o r e t i c a l mound i n the center of the west 

h a l f of Section 28, and you could come i n a t t h a t p o i n t and 

say, We have X amount of hydrocarbon pore f e e t i n the west 

h a l f of Section 28? 

A. We have t o resolve before t h a t how produc t i o n i s 

a l l o c a t e d t o a l l the u n i t owners. And u n t i l t h a t time, we 

can't do anything. 

Q. So what you're saying — you've heard Mr. Carr — 
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You were here yesterday, weren't you? 

A. Yes, s i r . 

Q. And you heard Mr. Carr questioning Mr. Nelson. 

He was questioning him about, how can you give any value t o 

the northwest quarter of Section 33, because there's no 

data p o i n t there? You heard t h a t , d i d n ' t you? 

A. Right, and he also t e s t i f i e d t h a t he d i d not use 

seismic. 

Q. But i t ' s okay not t o have a data p o i n t , say, i n 

Tract 15, t o give i t any value? I t ' s okay not t o have a 

data p o i n t t o the southeast i n se c t i o n Tract 17, t o give i t 

any value? 

A. I have a data p o i n t a t — 

Q. A w e l l data point? 

A. I have a w e l l data p o i n t a t the Hanley Chandler, 

and I use t h a t w e l l as a c a l i b r a t i o n . We had so much of an 

amplitude anomaly a t the Chandler. Out t o the east of 

t h a t , i t ' s a t l e a s t twice as wide. We have the same type 

anomaly t o the no r t h . 

So i t ' s j u s t — I t ' s simple-minded, but i t ' s the 

only way t o do i t . And t h a t i s how we — 

Q. Well data p o i n t s are not necessary? 

A. Pardon me? 

Q. Well data p o i n t s are not necessary i n the west 

h a l f of Section 15? 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

253 

A. We don't — Well data p o i n t s are necessary i f you 

have them. We don't have a w e l l data p o i n t i n the west 

h a l f of Section — i n our Tract 15. 

Q. Tract 15, I mean. Tract 15 or Tract 17 or Tract 

19 or Tract 22, you don't have any w e l l data points? 

A. No, but I have seismic t h a t I b e l i e v e has a high 

degree of accuracy t o i t . I f e e l very c o n f i d e n t i n i t . 

Q. But you had nothing t o do w i t h preparing the 

seismic? 

A. No. 

Q. No, and so you — But you s t i l l have a high 

degree of confidence i n i t ? 

A. My j o b — p a r t of my job i s — I'm not an expert 

g e o p h y s i c i s t , but I am an expert a t p i c k i n g g e o p h y s i c i s t s , 

and t h a t ' s we have done — 

Q. Okay. 

A. — and I have a high degree of confidence i n him. 

He has done a l o t of work f o r us. And t h a t i s how anybody 

else would do i t ; i t ' s no d i f f e r e n t . 

Q. Now, looking at t h i s E x h i b i t 9, doesn't t h i s show 

t h a t the acreage up i n the northeast quarter of Section 28 

i s b e t t e r than the acreage you're i n c l u d i n g i n Section 27? 

A. Where are you t a l k i n g about? Oh, t h a t i s a 

s t r u c t u r e map, mind you. Okay. There i s an amplitude 

anomaly — 
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Q. I t ' s s t r u c t u r a l l y — The northeast q u a r t e r of 28 

i s s t r u c t u r a l l y , apparently, a l o t b e t t e r than t h i s acreage 

i n Section 2 7 t h a t you seek t o include? 

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

Q. But you're — 

A. We don't associate mound i n t h a t area, but we do 

i n the southeast — 

Q. And t h a t ' s — 

A. — quarter of 27. 

Q. — i n t e r p r e t i v e ? 

A. Huh? 

Q. I t ' s i n t e r p r e t i v e ? 

A. I t ' s i n t e r p r e t i v e . 

Q. And there's no w e l l data p o i n t s out the r e t o t e l l 

you otherwise? 

A. No, s i r . 

Q. Now, looking a t , you know, whatever one of your 

maps, E x h i b i t 17 — 

A. 17, okay. 

Q. A l l I'm r e a l l y looking f o r i s , get a map w i t h the 

u n i t o u t l i n e , your proposed u n i t o u t l i n e , on i t . 

A. Okay, sure. 

Q. That Tract 15 — t h a t ' s the west h a l f and the 

southwest-southeast of Section 28 — t h a t i s e n t i r e l y 

Hanley Petroleum's t r a c t ; i s t h a t c o r r e c t ? 
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A. That i s c o r r e c t . 

Q. Let me hand you — This i s Dr. Boneau's E x h i b i t 

1, and i t shows on there, I b e l i e v e , t h a t t h a t ' s Hanley 

Petroleum. 

Now, there are no w e l l s a t t h i s p o i n t , no 

producing w e l l s on Tract 15, are there? 

A. No. 

Q. Also, looking a t your — at the E x h i b i t 1, I'm 

assuming t h i s i s a commercial map, probably Midland Map 

Company. A l l of these leases, independent, separate leases 

out here, have lease e x p i r a t i o n dates on them, don't 

they — 

A. I — 

Q. — j u s t l o o king a t them? 

A. Yes, some of them. 

Q. You know, over i n — l i k e the next-door t r a c t , i t 

says Gulf, t h a t ' s HBP? 

A. Yeah. 

Q. Okay. Moving over t o Section 2 0 i t says, Yates 

Petroleum, e t a l . , i t gives the State lease number and the 

e x p i r a t i o n date, which i s December 1, 1996. 

A. I don't know where you are now. 

Q. Okay, look a t Section 27. 

A. Tract 2 0 or — 

Q. Section 27 — 
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A. Oh — 

Q. — non-unit t r a c t . 

A. Yeah, yes. 

Q. Okay, Yates Petroleum, e t a l . , i n Section 27, 

12-1-96 lease e x p i r a t i o n date, gives a s t a t e lease number. 

Down i n — over — You know, a l l around, i f you look, i t 

has lease e x p i r a t i o n dates. I t doesn't have a lease 

e x p i r a t i o n date on the Hanley lease. Why? 

A. I don't know. I have t o defer t h a t t o a landman. 

I don't know. 

Q. Do you have any idea when t h a t lease expires? 

A. Yes, I t h i n k we have another year on i t , I 

be l i e v e . 

Q. Would i t be May 1, 1998? 

A. That sounds close, I t h i n k t h a t ' s r i g h t . 

Q. Why i s t h i s — You know, i s t h i s simply a grab t o 

get a nonproducing lease i n t o the u n i t ? 

Examiner, I would r e f e r you — you can — I ' l l ask you t o 

take a d m i n i s t r a t i v e n o t i c e of Yates' E x h i b i t Number 1 i n 

Case 11,599. I t has the e x p i r a t i o n date. I t ' s the exact 

same map, has the e x p i r a t i o n date. 

wouldn't t h i n k there was any l e a s e - e x p i r a t i o n problems. 

MR. CARR: I object t o the form of the question. 

MR. BRUCE: That's a f a i r question. Mr. 

They' ve excised t h a t from t h i s map so you 

STEVEN T. BRENNER, CCR 
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EXAMINER CATANACH: Can you k i n d of rephrase the 

question, Mr. Bruce? I s t h a t — 

MR. BRUCE: I'm t r y i n g t o preserve the lease past 

the lease deadline by u n i t i z i n g i t . 

THE WITNESS: A l l I d i d was — i s do the geology, 

w i t h no goals. I j u s t simply drew what I thought i s my 

best i n t e r p r e t a t i o n , based on a l l the data t h a t was 

a v a i l a b l e t o me, drew t h a t r e s e r v o i r l i k e I see i t , and 

then the other s t a f f take care of i t from t h e r e . 

They're — I — As f a r as I know, we're not 

t r y i n g t o p r o t e c t a lease; we j u s t want i t done r i g h t . 

Q. (By Mr. Bruce) And you don't want t o maximize 

Hanley's i n t e r e s t ? 

A. We j u s t want i t done c o r r e c t l y . We f e e l a t t h i s 

time i t ' s not — 

Q. Do you want t o maximize Hanley's i n t e r e s t ? 

A. Huh? 

Q. Do you want t o maximize Hanley's i n t e r e s t ? 

A. We f e e l l i k e the i n t e r e s t t h a t we have been given 

i s not f a i r . 

Q. Do you want t o maximize Hanley's i n t e r e s t ? 

A. The i n t e r e s t t h a t we have now i s not f a i r . So — 

MR. BRUCE: Mr. Examiner, i t ' s a simple yes or no 

question. 

MR. CARR: No, i t i s n ' t , and we've got t o a p o i n t 
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where the question has become argumentative. The question 

was, Are you t r y i n g t o maximize Hanley's i n t e r e s t ? The 

response i s , We're t r y i n g t o do i t f a i r . 

You can't answer t h a t yes or no and give an 

honest answer. 

EXAMINER CATANACH: I t h i n k t h a t ' s a s u f f i c i e n t 

answer, Mr. Bruce. 

MR. BRUCE: That's a l l I have. 

I would ask t h a t Yates E x h i b i t Number 1 from Case 

11,599 be taken a d m i n i s t r a t i v e n o t i c e o f. 

MR. CARR: We have no o b j e c t i o n t o t h a t . 

I have about two questions, maybe f o u r . 

REDIRECT EXAMINATION 

BY MR. CARR: 

Q. Mr. Bracken — 

A. Yes, s i r . 

Q. — you t e s t i f i e d you have confidence i n your 

seismic i n f o r m a t i o n north of the c u r r e n t u n i t boundary; i s 

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

A. Yes, we do. 

Q. Did you use seismic i n f o r m a t i o n t o l o c a t e and 

d r i l l the Chandler Number 1? 

A. Yes, we d i d . 

Q. And i s i t a good well? 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. There are no we l l s i n Tract 15; i s t h a t c o r r e c t ? 

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

Q. That's outside the u n i t ? 

A. At t h i s time. 

Q. Are there any w e l l s on Tract 3 w i t h i n the u n i t ? 

A. There are no we l l s i n Tract 3 i n the u n i t . 

Q. Are there any we l l s on Tract 4 w i t h i n the u n i t ? 

A. There are no we l l s i n Tract 4. 

Q. Are there any we l l s on Tract 6 w i t h i n the u n i t ? 

A. Yes — No, no we l l s i n Tract 6. 

Q. Are you asking t o be t r e a t e d l i k e t r a c t s i n the 

u n i t ? 

A. Just want f a i r treatment. 

MR. CARR: That's a l l I have. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Bracken, according t o your E x h i b i t Number 8, 

you've i d e n t i f i e d by seismic what you be l i e v e i s a separate 

— or a s t r u c t u r e w i t h i n the west h a l f of the northwest 

quarter of Section 28; i s t h a t correct? 

A. Yes, s i r . 

Q. What i n f o r m a t i o n do you have, or do you have any 

in f o r m a t i o n t h a t suggests t h a t t h a t s t r u c t u r e i s , i n f a c t , 

connected and i n communication w i t h the r e s t of them? 

A. The — of course, the — I f you look a t the 
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i n d i v i d u a l traces of the 3-D — and I don't mean — 

"tr a c e s " i s probably the wrong term, but the l i n e s t h a t 

make up the 3-D, I believe they're l i k e 110 f e e t apart, 

spacing i n t h i s , the way they -- so the way — they come 

out l o o k i n g l i k e 2-D sections. We see a character i n the 

Strawn peak t h a t would suggest t h a t these are connected. 

And then when you d i s p l a y t h i s i n a map form as 

an amplitude map where you see low amplitudes and high 

amplitudes, the low amplitudes being i n d i c a t i v e of 

p o r o s i t y , you see associated w i t h t h a t r i d g e a low-

amplitude anomaly, and there appears t o be a connection. 

Q. Would t h i s s t r u c t u r e be — i n the northwest 

quarter of Section 28, would i t — i t ' s your o p i n i o n t h a t 

i t ' s not s t r u c t u r a l l y low enough t o be below the o i l - w a t e r 

contact? 

A. Well, again, we t h i n k — there's a p o s s i b i l i t y — 

We know, i n our opinion, there's at l e a s t two o i l - w a t e r 

contacts, a p o s s i b i l i t y i t could be more. I t does not 

deter us a t a l l from d r i l l i n g a w e l l up t h e r e , because we 

don't t h i n k t h a t a uniform contact i s a p p l i c a b l e t o t h i s 

f i e l d . 

And I t h i n k t h a t ' s — You can see examples of 

t h a t i n other areas, l i k e the Lusk-Strawn t h a t I mentioned 

e a r l i e r i n the testimony. 

Q. So even though the s t r u c t u r e may be i n 

STEVEN T. BRENNER, CCR 
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communication, you s t i l l b elieve i t may have i t s own o i l -

water contact? 

A. I t could. 

Q. But you don't have any idea where t h a t is? 

A. No, there's no way t o know t h a t . 

Q. Without d r i l l i n g a well? 

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

Q. I n the southeast extreme area of Section 27, i s 

t h a t — t h a t ' s p a r t of an e x i s t i n g s t r u c t u r e t h a t you've 

mapped there i n t h a t bottom corner of t h a t ? 

A. Yes — Well, we t h i n k i t i s . Our 2-D seismic 

i n d i c a t e d a p o s i t i v e area i n t h a t area, and t h i s — the 3-D 

tends t o back t h a t up. 

Q. Based on t h i s — 

A. And — I'm sorry. 

Q. Based on t h i s seismic data, would you d r i l l a 

w e l l a t t h a t l o cation? 

A. Over t o the — 

Q. Yeah, i n the southeast area of Section 27? 

A. Yeah, I would love t o have t h a t acreage. 

Q. Would you d r i l l a w e l l there? 

A. Probably. 

Q. Okay. Your seismic data doesn't r e a l l y show 

you — or does i t show you where you might put a zero-

p o r o s i t y l i n e ? 
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A. This d i s p l a y does not. 

Q. What data d i d you use i n the northern p o r t i o n of 

the u n i t t o map your zero-porosity l i n e ? 

A. Well, again, I go back t o the — when you look a t 

the i n d i v i d u a l l i n e s t h a t make up the 3-D, we look a t those 

on a — when i t ' s a l l done, i t comes out i n the 

pr e s e n t a t i o n where you have — you have east-west l i n e and 

you have north-south l i n e s . 

And our consultant, of course, he goes through 

t h a t and makes h i s picks and i n t e r p r e t a t i o n s , and then I 

look a t i t , and we get together and agree on an 

i n t e r p r e t a t i o n . 

But based on those i n d i v i d u a l l i n e s , l i n e by l i n e 

by l i n e — There's hundreds of l i n e s , and we look a t those, 

and j u s t going from l i n e t o l i n e we estimate what would be 

a zero p o i n t on the l i n e . 

You cannot ab s o l u t e l y p i c k out a zero p o i n t from 

the seismic; i t i s an estimate. 

Q. But does seismic a i d you i n t h a t i n t e r p r e t a t i o n ? 

A. I t aids me, r i g h t . 

Q. The western boundary of the — or the — You f e e l 

comfortable w i t h the western boundary of the u n i t , except 

t h a t you want t o include the t r a c t t h a t the Amerind West 

State w e l l s i t s on; i s t h a t correct? 

A. That i s c o r r e c t . 
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Q. And t h a t ' s due t o the Hanley p o l i c y of — t h a t 

you s t a t e d before of — the zero p o r o s i t y l i n e j u s t 

encroaches a b i t on t h a t t r a c t ? 

A. That i s c o r r e c t , and I must — would l i k e t o 

q u a l i f y t h a t area down there. And t h a t l i n e — t h a t basis 

f o r t h a t l i n e , since our data — we're on the extreme of 

our data, we r e l i e d on G i l l e s p i e ' s mapping of t h a t area. 

So i f t h e i r map i s c o r r e c t i n t h a t area, then 

j u s t being u n i f o r m l y c o n s i s t e n t , we would have t o include 

t h a t acreage. 

Q. I s t h i s — Okay, f o r the southern p o r t i o n of the 

u n i t , what — I s t h a t the same? Did you r e l y on 

G i l l e s p i e ' s map? 

A. Yes s i r . 

Q. Does t h a t hold t r u e on the southeast p o r t i o n of 

the u n i t , proposed u n i t ? 

A. The contour holds t r u e , yeah. I t h i n k I fol l o w e d 

t h e i r map p r e t t y c l o s e l y . Down i n Tracts 2 6 and 25, t h a t 

area. 

Q. Yeah, 26, 24, 25. So t h a t ' s b a s i c a l l y the 

G i l l e s p i e i n t e r p r e t a t i o n ? 

A. Yes. 

Q. On the eastern p o r t i o n of t h i s u n i t , you've 

extended the zero l i n e f u r t h e r east than G i l l e s p i e had i t ? 

A. That's c o r r e c t . 
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Q. And I believe you t e s t i f i e d — Or l e t me ask you, 

what i s t h a t based on? 

A. Okay, t h a t — I f you look a t the way t h a t 

G i l l e s p i e developed, a r e c u r r e n t development — a 

development has taken place throughout the development of 

t h i s u n i t . I t h i n k you can draw some conclusions. 

And the G i l l e s p i e Number 1 State "S" i s , I 

b e l i e v e , 330 f e e t o f f the east l i n e of t h a t p r o r a t i o n u n i t , 

which I b e l i e v e i s as close as you can get w i t h o u t a 

s p e c i a l hearing. 

So the f a c t they pushed i t so f a r t o the east 

would t e l l me t h a t they suspected another mound i n t h a t 

area and t h a t the b e t t e r p a r t of i t a c t u a l l y l a i d on the 

outside of t h a t l i n e . 

So I have taken the l i b e r t y of j u s t — or i t ' s an 

i n t e r p r e t a t i o n t h a t there's p o s s i b l y more mound out the r e 

t o the east than what has o r i g i n a l l y been depicted. 

And then the Bridge Number 2 J u l i a Culp, as I 

t e s t i f i e d e a r l i e r , I suspect t h a t t h a t w e l l could have been 

— they could have set pipe on i t and made a w e l l . So I've 

brought the zero l i n e — I haven't drawn the zero l i n e 

r i g h t through t h a t w e l l , but close t o i t . I b e l i e v e t h a t 

t h e r e ' s , from the l o g , mound-quality rock. 

So j u s t maintaining an even — a contour spacing, 

i t j u s t brings i t out, extends i t out i n t o Tracts 2 2 and 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

265 

23 . 

Q. Who d r i l l e d t h a t well? 

A. Pardon me? 

Q. Who d r i l l e d t h a t — Oh, was t h a t Bridge O i l t h a t 

d r i l l e d t h a t well? 

A. Bridge. 

Q. Do you believe t h a t they could have made a 

producing w e l l out of the Strawn? 

A. I t ' s a p o s s i b i l i t y . I t i s t i g h t . Ralph 

t e s t i f i e d t o t h a t , and I would agree. I t i s a t i g h t w e l l 

but extremely close t o a mound, I b e l i e v e . 

Q. You've got the zero l i n e t h a t s o r t of w i l d l y 

f l u c t u a t e s i n t h a t north-northeast p o r t i o n of the proposed 

u n i t . What data d i d you use on that? 

A. Okay, t h a t ' s — We r e l i e d on our 2-D seismic i n 

t h a t area. 

And then, I might add, i n Tract 18 where i t k i c k s 

up through th e r e , we have 3-D there. I t ' s on the edge of 

our seismic, but our — the 3-D also i n d i c a t e d an amplitude 

by anomaly i n t h a t area also. 

And due t o the log on the Yates Number 1 Chambers 

AQI State, i t was my i n t e r p r e t a t i o n t h a t t h a t w e l l was 

f a r t h e r away from mound-quality rock than, say, the Bridge 

Number 2 Culp. So I j u s t d i d n ' t f e e l j u s t i f i e d i n 

s t r e t c h i n g the l i n e any f a r t h e r . I was conservative t h e r e . 
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I t probably... 

EXAMINER CATANACH: I bel i e v e t h a t ' s a l l I have 

of t h i s witness. 

MR. CARR: I have nothing f u r t h e r . 

EXAMINER CATANACH: This witness may be excused. 

What have we got? 

MR. CARR: I have one witness. The d i r e c t t h i s 

morning took about 2 8 minutes. 

(Off the record) 

EXAMINER CATANACH: Let's j u s t keep going. 

MR. CARR: May we have a five - m i n u t e break? 

EXAMINER CATANACH: Yeah, l e t ' s do t h a t . 

(Thereupon, a recess was taken a t 12:14 p.m.) 

(The f o l l o w i n g proceedings had a t 12:29 p.m.) 

EXAMINER CATANACH: Let's proceed. 

Mr. Carr? 

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

John Savage. 

JOHN SAVAGE, 

the witness h e r e i n , a f t e r having been f i r s t duly sworn upon 

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

DIRECT EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e your name f o r the record, please? 

A. John Savage. 

STEVEN T. BRENNER, CCR 
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Q. Where do you reside? 

A. Houston, Texas. 

Q. By whom are you employed? 

A. Williamson Petroleum Consultants. 

Q. And what i s the r e l a t i o n s h i p between Williamson 

Petroleum Consultants and Yates and Hanley? 

A. We're t h e i r engineering con s u l t a n t . 

Q. When were you employed by Yates and Hanley i n 

t h i s matter? 

A. Late 1996, e a r l y 1997. 

Q. And what were you asked t o do? 

A. To prepare an o i l - i n - p l a c e study f o r the West 

Lovington-Strawn Pool. 

Q. Mr. Savage, have you p r e v i o u s l y t e s t i f i e d before 

the New Mexico O i l Conservation Div i s i o n ? 

A. No, I have not. 

Q. Could you summarize your educational background 

f o r the Examiner? 

A. I have a BS i n petroleum engineering from Texas 

A&M and graduated i n 1982. 

Q. And f o l l o w i n g your graduation i n 1982, f o r whom 

have you worked? 

A. I have 15 years experience as a r e s e r v o i r 

e v a l u a t i o n engineer, and I have two years — I had two 

years' experience w i t h Midland National Bank and the 
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remaining 13 w i t h Williamson. 

Q. Are you a r e g i s t e r e d petroleum engineer? 

A. Yes, I am, i n the State of Texas. 

Q. Have you now completed your o i l - i n - p l a c e study? 

A. Yes, I have. 

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

work w i t h Mr. Catanach? 

A. Yes, s i r , I am. 

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

Mr. Savage as an expert witness i n petroleum engineering. 

EXAMINER CATANACH: Any objection? 

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

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

Q. (By Mr. Carr) Could you g e n e r a l l y summarize how 

you approached t h i s p r o j e c t ? 

A. Yeah, we used two methods t o estimate o i l i n 

place, v o l u m e t r i c and m a t e r i a l balance. Our vol u m e t r i c o i l 

i n place r e s u l t e d — was 12.9 m i l l i o n b a r r e l s , and our 

material-balance o i l i n place c a l c u l a t e d t o be 14.2 m i l l i o n 

b a r r e l s . 

Q. And we've heard a l o t about the r e s e r v o i r , but 

could you j u s t give me a general h i s t o r y of the pool and 

u n i t , emphasizing those p o i n t s t h a t w i l l r e l a t e t o your 

testimony? 

A. Well, the pool was discovered i n May of 1992 when 

STEVEN T. BRENNER, CCR 
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G i l l e s p i e d r i l l e d the Hammond Federal Number 1 i n the 

southwest quarter of the southeast quarter of Section 33, 

Township 15 South, Range 35 East. G i l l e s p i e d r i l l e d an 

a d d i t i o n a l t e n w e l l s by A p r i l , 1995. 

The pool was u n i t i z e d i n October, 1995, and 

cons i s t s of approximately 1457 surface acres, one i n j e c t i o n 

w e l l , 10 producing w e l l s , and n a t u r a l gas i n j e c t i o n 

commenced i n October, 1995. 

Q. And you are aware t h a t the allowable f o r the pool 

was reduced from 445 b a r r e l s of o i l a day t o 250 b a r r e l s of 

o i l a day i n March of t h i s year? 

A. Yes, s i r . 

Q. Can you describe the r e s e r v o i r a t the time of 

discovery? 

A. The o r i g i n a l r e s e r v o i r pressure was 4392 p . s . i . 

on a datum of 7549 subsea and had a r e s e r v o i r temperature 

of 171 degrees f a h r e n h e i t . The f l u i d was determined t o be 

undersaturated w i t h a bubble pressure of 4115 p . s . i . 

Q. How was t h a t determined? 

A. That was determined from a sample taken from the 

Speight Number 1 w e l l , the second w e l l d r i l l e d i n the u n i t . 

The sample was taken on December 2nd, 1992. I t was 

analyzed by Phase Behavior, Inc., and published i n a r e p o r t 

dated December 18, 1992. 

The December 2nd r e s e r v o i r c o n d i t i o n s were a 
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temperature of 171 degrees f a h r e n h e i t and a pressure of 

4342 p . s . i . 

Q. Now, these are the f l u i d p r o p e r t i e s t h a t were 

used i n the Williamson study. They were based on t h i s 

f l u i d a n a l y s i s ; i s t h a t correct? 

A. Yes, s i r . 

Q. Can you e x p l a i n how the vo l u m e t r i c c a l c u l a t i o n 

was prepared? 

A. B r e t t Bracken, Hanley's g e o l o g i s t , had done hand 

c a l c u l a t i o n s of the logs and wanted a computer c a l c u l a t i o n 

of the logs. So I obtained a paper copy of the logs from 

B r e t t , sent them t o a f i r m c a l l e d A-to-D Technologies i n 

Midland t o d i g i t i z e the logs, and they d i g i t i z e d them i n t o 

a CWLAS format. 

I took the d i g i t i z e d logs t o Mr. Jim Engstrom, a 

ge o l o g i s t w i t h TerraSciences, I nc., who analyzed the logs 

f o r us using t h e i r p r o p r i e t a r y p e t r o p h y s i c a l software, and 

t h a t software i s Terra S t a t i o n 2, Version 61 Rl Mod 1. 

Q. And what p o r o s i t y c u t o f f was used? 

A. We asked Jim t o use a c u t o f f of 3 percent and a 

water s a t u r a t i o n c u t o f f of 40 percent. 

Q. How was t h i s analysis a c t u a l l y done? 

A. He analyzed each log on a h a l f - f o o t basis through 

the Strawn pay. 

Q. And t o the best of your knowledge, were the same 
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c u t o f f s used as were used i n the G i l l e s p i e work? 

A. From p r i o r — from testimony, yes. 

Q. What p o r o s i t y was used? 

A. The p o r o s i t y t h a t we used was d e n s i t y p o r o s i t y as 

the formation p o r o s i t y . We had requested core data, but i t 

was not made a v a i l a b l e , so we couldn't compare i t t o core 

data. 

And also, i n t h i s case, when we looked a t the 

logs, the gas e f f e c t appeared t o be a f f e c t i n g the neutron 

d e n s i t y — I mean the neutron p o r o s i t y curve, but i t d i d 

not appear t o be a f f e c t i n g the dens i t y curve. So we chose 

not t o use a c r o s s p l o t p o r o s i t y and used the d e n s i t y 

p o r o s i t y as the t r u e p o r o s i t y . 

Q. What were the r e s u l t s of t h i s p a r t i c u l a r 

analysis? 

A. Well, values were c a l c u l a t e d f o r Rt, the 

formation r e s i s t i v i t y p o r o s i t y and water s a t u r a t i o n of each 

h a l f f o o t i n each w e l l . And then we — Of course, i t 

r e s u l t e d i n average p o r o s i t y water s a t u r a t i o n s and t o t a l 

f e e t of pay f o r each w e l l . 

Q. Let's go t o what's been marked Yates/Hanley 

E x h i b i t Number 17. Could you i d e n t i f y t h a t , please? This 

has been p r e v i o u s l y admitted i n t o evidence. 

A l l r i g h t , Mr. Savage, what i s t h i s ? 

A. This i s Hanley's hydrocarbon pore volume map t h a t 
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(505) 

BRENNER, CCR 
989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

272 

was based on t h e i r i n t e r p r e t a t i o n of 2-D and 3-D seismic 

and on the values obtained from our l o g a n a l y s i s . 

Q. And i t ' s shown i n hydrocarbon pore feet? 

A. I t ' s — The number next t o each w e l l i s 

hydrocarbon pore f e e t , and t h a t ' s defined as the product of 

p o r o s i t y times one minus the water s a t u r a t i o n times the 

f e e t of pay. 

Q. How was t h i s map i n t e g r a t e d i n t o your work? 

A. Well, t h i s i s the map we used t o planimeter t o 

get our hydrocarbon pore f e e t by t r a c t and f o r the t o t a l 

r e s e r v o i r , r e s u l t i n g i n a t o t a l r e s e r v o i r hydrocarbon pore 

volume of 3715 acre-feet. 

Q. Okay, could you i d e n t i f y what has been marked 

Yates/Hanley E x h i b i t Number 18? 

A. This e x h i b i t i s the r e s u l t of our o i l - i n - p l a c e 

c a l c u l a t i o n . I t ' s a t a b u l a t i o n . On the l e f t column y o u ' l l 

see t h a t i t ' s — That's the t r a c t . The f i r s t t r a c t i s the 

West Lovington-Strawn Un i t . I used i t as a s i n g l e t r a c t 

because the r e l a t i o n s h i p of the 11 t r a c t s t h a t make up t h a t 

u n i t has been f i x e d by the p r i o r u n i t i z a t i o n . 

The next column — And then preceding t h a t are 

the 19 other t r a c t s t h a t — a d d i t i o n a l t r a c t s t h a t are i n 

the expanded u n i t as we see i t . 

The next column i s the hydrocarbon pore volume 

t h a t we've planimetered f o r each t r a c t i n a c r e - f e e t , and 
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then the percent of pool t h a t represents, and then a 

c a l c u l a t i o n of the o i l i n place, based on hydrocarbon pore 

volume, using the formula at the bottom of the spreadsheet, 

o i l i n place equals 7758 times hydrocarbon pore volume 

d i v i d e d by o r i g i n a l formation o i l — 

Q. What 1s the — Excuse me. 

A. — formation o i l f a c t o r — 

Q. And what i s the r e s u l t of t h a t c a l c u l a t i o n ? 

* 2*23* 

The r e s u l t of t h a t c a l c u l a t i o n i s i n the r i g h t -

hand column, and the t o t a l i s 12,924,000. 

Q. Let's go t o E x h i b i t Number 19. Would you 

i d e n t i f y and review t h a t , please? 

A. E x h i b i t 19 shows the formulas t h a t were used i n 

our m a t e r i a l balance study. The f i r s t formula j u s t i s the 

basic formula f o r m a t e r i a l balance. I t includes a l l the 

f a c t o r s t h a t could impact o i l i n place. 

We had assumed t h a t there was no water i n f l u x , no 

water i n j e c t i o n or gas i n j e c t i o n , and those terms, We, Wi 

and G i ; were dropped out, and the second formula shows t h a t 

r e d u c t i o n . 

The two formulas t h a t we used i n the study are 

the formulas 3 and 4. Formula 3 i s the formula used above 

the bubble p o i n t , and Formula 4 i s the formula used below 

the bubble p o i n t . They're d i f f e r e n t formulas, d i f f e r e n t 
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terms have dropped out. 

But the l a s t formula below the bubble p o i n t i s 

missing a term, and the term i t ' s missing i s the — i f you 

go t o — I t ' s missing the term t h a t ' s on the bottom of the 

equation i n Equation 1, the p o r t i o n of t h a t equation t h a t 

s t a r t s B o i over 1 minus Sw times the q u a n t i t y 1 plus m, e t 

cetera. That term represents the rock and water expansion, 

and t h a t ' s normally considered n e g l i g i b l e below the bubble 

p o i n t , so i t was excluded. 

The equation we used above the bubble p o i n t , 

Equation 3, i s minus a few terms too. The term t h a t has 

R s i minus Rs i n i t , i n the bottom p a r t of the equation, 

goes t o zero because the s o l u t i o n g a s - o i l r a t i o i s zero 

above the bubble p o i n t , so t h a t would be zero. 

The other term t h a t would drop out i s the term i n 

the bottom p a r t of the equation t h a t s t a r t s w i t h mBoi times 

the q u a n t i t y B g minus B g i over B g i. That drops out because 

the term m i s the r a t i o of gas cap pore volume t o r e s e r v o i r 

— o i l pore volume. And t h a t ' s zero above the bubble p o i n t 

a l s o . 

The f i n a l term t h a t ' s missing i n t h i s equation i s 

the term representing f r e e gas production, which i s G 

minus N p times Rs, which appears i n the top p a r t of the 

equation. And because there's no f r e e gas above the bubble 

p o i n t , t h a t drops out t o be zero also. 
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Q. Mr. Savage, hat pressure i n f o r m a t i o n was used i n 

your m a t e r i a l balance c a l c u l a t i o n s ? 

A. We used 14 pressures t h a t were provided by 

Gillespie-Crow when we subpoenaed data. 

Q. Were these a l l the pressures a v a i l a b l e on the 

r e s e r v o i r ? 

A. They had supplied a t o t a l of 17 or 18 pressures. 

Three or f o u r of those — The 14 we used were the 14 t h a t 

were p r i o r t o gas i n j e c t i o n and the d r i l l i n g of the t h r e e 

o f f s e t w e l l s , the Snyder "EC", the State "S" and the 

Chandler. The r e s e r v o i r production, cum p r o d u c t i o n , as of 

t h a t l a s t data p o i n t t h a t we used, pressure p o i n t t h a t we 

used, was approximately 1,493,000 b a r r e l s , which i s 

approximately 10 percent of the o i l i n place. And i t ' s a 

p o i n t considered t o where m a t e r i a l balance should y i e l d an 

e f f e c t i v e value. 

Q. Could you i d e n t i f y Yates/Hanley E x h i b i t Number 

20? 

A. This i s a spreadsheet showing the r e s u l t s of the 

o i l - i n - p l a c e c a l c u l a t i o n s a t the various pressure p o i n t s . 

Going from l e f t t o r i g h t , the f i r s t column i s the 

day a t which the pressure was said t o be taken. 

The next column i s the percent of o i l i n place 

t h a t the cum o i l represents as a p o r t i o n of the t o t a l o i l 

i n place. 
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The t h i r d column i s the cum o i l , the f o u r t h 

column i s cum gas, the f i f t h column i s the cum water, of 

which t h e r e was a minor amount. 

The next column i s the pressure t h a t was given t o 

us, and then the o i l i n place c a l c u l a t e d as a r e s u l t of the 

study a t each one of those pressure p o i n t s . 

The average o i l i n place a t the bottom, the 14.2, 

i s an average of the l a s t three p o i n t s t h a t we f e e l 

represents a good estimate of the o i l i n place. 

The f i n a l column i s j u s t a p e r c e n t - d i f f e r e n c e 

column t o show you how much d i f f e r e n t t h a t value t h a t was 

c a l c u l a t e d a t t h a t p o i n t i s from the average pressure t h a t 

we assumed t o be the proper o i l i n place. 

Q. The m a t e r i a l balance work r e s u l t e d i n an o r i g i n a l 

o i l i n place of 14.2 m i l l i o n b a r r e l s of o i l ? 

A. Yes, s i r . 

Q. Using your volumetric approach, you came out w i t h 

12.9 m i l l i o n b a r r e l s of o i l ? 

A. Yes, s i r . 

Q. How do these r e s u l t s compare t o r e s e r v o i r data 

presented by Gillespie-Crow and others on t h i s West 

Lovington-Strawn r e s e r v o i r ? 

A. There have been a number of numbers t h a t have 

been presented, e i t h e r i n testimony or i n some of the 

documents t h a t were presented t o us. But most of the 
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numbers regarding m a t e r i a l balance o i l i n place f e l l 

between 14 m i l l i o n and 15 m i l l i o n , and ours was 14.2. So 

we're w i t h i n range. We're a c t u a l l y low t o the s t a t e d o i l 

i n place t h a t was stat e d today by about 6 percent. 

Our volumetric o i l i n place of 12.9 i s high t o 

the G i l l e s p i e o i l i n place t h a t I've seen, which have been 

around the range of 11.9 t o 12.3 m i l l i o n b a r r e l s . So we're 

5 t o 8 percent high t o t h e i r number. 

But t h a t ' s r e a l l y not the important p a r t . 

Normally, you l i k e t o see volumetric — When you do t h i s by 

two methods, you'd l i k e t o see them t o agree by two t o 

thre e percent. And we don't see t h a t , so the r e i s a 

problem here. 

However, our variance i s a 9-percent variance, 

and the G i l l e s p i e variance i s about 18 percent, the 

d i f f e r e n c e between 12.3 and 15, and I t h i n k t h a t t h a t 

proves t h a t the o i l i n place t h a t we want t o use i s 

probably a b e t t e r o i l i n place. 

Q. And when you say the o i l i n place you want t o use 

i s a b e t t e r a l t e r n a t i v e , what are you t a l k i n g about? The 

volumetric? 

A. The volumetric o i l i n place. 

Q. And would you recommend t h a t t h a t f i g u r e be used 

f o r f u t u r e decisions made concerning the West Lovington-

Strawn Unit? 
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A. Yes, s i r , I do. 

Q. Do you believe the c u r r e n t u n i t a l l o c a t i o n 

formula t h a t considers, r e a l l y , only o r i g i n a l o i l i n place 

adjusted cumulative production a l l o c a t e s u n i t production on 

a f a i r , reasonable and equitable basis? 

A. No, s i r , I don't. 

Q. Would you e x p l a i n t h a t , please? 

A. Well, the formula i s based on s u b j e c t i v e data 

only, and i t s a p p l i c a t i o n t o only producing t r a c t s does not 

allow i t t o be f a i r and reasonable and e q u i t a b l e t o 

nonproducing t r a c t s . And also, the formula was r e a l l y 

n e g o tiated by the c u r r e n t i n t e r e s t owners, which d i d not 

include Hanley or Yates. 

Q. How does Williamson recommend t h a t t h i s problem 

w i t h the formula be corrected? 

A. Well, we need — We want t o add another f a c t o r , 

and — a f a c t o r t h a t ' s based on hard data. 

Q. And what i s that? 

A. We would l i k e t o recommend the i n c l u s i o n i n the 

u n i t a l l o c a t i o n formula of c u r r e n t producing r a t e , and the 

c u r r e n t producing r a t e t o be defined as the average o i l 

p r o d u c t i o n i n the l a s t s i x — f o r the s i x months t h a t 

preceded the reduced allowable. 

Q. So we're t a l k i n g September, 1996, through 

February, 1997; i s t h a t r i g h t ? 
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A. Yes, s i r . 

Q. And what — Do you recommend t h a t t h i s formula 

apply t o — What t r a c t s ? You t e l l me. 

A. Well, we recommend t h a t a l l t r a c t s c o n t a i n a 

p o r t i o n of the u n i t i n the pool as now defined, out of 

p a r t i c i p a t i o n i n the i n t e r e s t of the u n i t t o p r o t e c t t h e i r 

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

Q. A l l r i g h t . Would you r e f e r t o what has been 

marked as the Hanley/Yates E x h i b i t 21 and i d e n t i f y t h a t f o r 

the Examiner and review i t , please? 

A. This i s the r e s u l t s of using t h a t formula. 

On the l e f t i s the t r a c t s t h a t — the West 

Lovington-Strawn U n i t being considered as a s i n g l e t r a c t , 

and then a l l the other a d d i t i o n a l t r a c t s as separate 

t r a c t s . 

The f i r s t column i s the v o l u m e t r i c o i l i n place 

t h a t ' s been c a l c u l a t e d f o r t h a t t r a c t based on hydrocarbon 

pore volume. 

The next column i s the percent of o i l i n place 

t h a t t h a t o i l i n place represents of the t o t a l . 

Then the next column i s c u r r e n t o i l r a t e f o r the 

producing — the t r a c t s t h a t have production. And there's 

only f o u r of those. 

And f o l l o w i n g t h a t i s the percent of the c u r r e n t 

r a t e t h a t t h a t production i s of the t o t a l p r o d u c t i o n . 
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And then the l a s t i s the u n i t p a r t i c i p a t i o n 

(decimal) t h a t would r e s u l t from using t h i s formula as a 

p a r t i c i p a t i o n formula. And the formula i s a t the bottom of 

the e x h i b i t . 

Q. I n your opinion, w i l l adoption of t h i s formula 

a l l o c a t e u n i t production of the i n t e r e s t owners i n the u n i t 

on a f a i r , reasonable and equ i t a b l e basis? 

A. Yes, s i r , i t does. 

Q. And why i s that? 

A. Well, i t uses hard data, f o r one t h i n g , where up 

t o now we're t o t a l l y s u b j e c t i v e w i t h o i l i n place, even 

though we only apply i t t o producing t r a c t s . 

The other t h i n g i s , i t does give weight t h a t has 

production. So i f you have production, i t does give you 

more p a r t i c i p a t i o n . 

And the other t h i n g i s t h a t i t includes 

nonproducing t r a c t s t h a t we t h i n k t h a t there's o i l t h e r e . 

I t does include those. 

The other t h i n g i t does i s — And t o be f a i r , 

i n c l u d i n g some period of time so we d i d n ' t p i c k a month or 

a day or something where a w e l l could be down or the r e i s a 

s t o r y about the w e l l being down or a lease where you have 

m u l t i p l e w e l l s t h a t some of them may be down. 

A six-month period I f e l t was reasonable, so t h a t 

a l l those t h i n g s , these s t o r i e s t h a t operators and — w i l l 
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say about t h e i r w e l l , p a r t i c u l a r l y when they're t r y i n g t o 

t e l l you how great they are, t h a t i t gives you a p e r i o d of 

time t h a t a l l t h a t averages out, t h a t i f they can't get i t 

squared away i n s i x months, you know, I mean, what you say 

i s what you get. And so t h a t ' s why I t h i n k t h a t ' s f a i r . 

Q. Mr. Savage, you've been present when the r e has 

been testimony about the problems being created f o r the 

u n i t by the production from the State "S" Number 1 and the 

Chandler w e l l . I n your opinion, i s i t necessary t o shut i n 

or c u r t a i l those w e l l s t o p r o t e c t the e x i s t i n g pressure-

maintenance p r o j e c t i n t h i s u n i t ? 

A. No, I don't t h i n k so. This r e s e r v o i r has become 

r e a l l y a combination d r i v e r e s e r v o i r . I t was o r i g i n a l l y 

s o l u t i o n gas, but i t ' s now a gas cap, s o l u t i o n gas and 

g r a v i t y drainage r e s e r v o i r . 

And I believe t h a t i f anything happens from the 

production of these o f f s e t t i n g w e l l s , t h a t a l l i t ' s r e a l l y 

going t o do i s maybe accelerate the expansion of the gas 

cap by whatever percent of f l u i d s a d d i t i o n a l t h a t i t ' s 

t a k i n g out of the r e s e r v o i r . 

Q. I n your opinion, w i l l approval of the u n i t 

boundary f o r the West Lovington-Strawn U n i t , which includes 

a l l t r a c t s i n the r e s e r v o i r as now defined and shown on the 

Yates/Hanley Strawn Mound pore volume map, coupled w i t h the 

adoption of a rev i s e d p a r t i c i p a t i o n formula as you have set 
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out — w i l l those two t h i n g s , i f adopted, p r o t e c t the 

c o r r e l a t i v e r i g h t s of a l l i n t e r e s t owners i n t h i s 

r e s e r v o i r ? 

A. Yes, I believe i t does. 

Q. I n your opinion, w i l l expansion of the u n i t i n 

accordance w i t h t h i s recommendation and the adoption of the 

new formula otherwise be i n the best i n t e r e s t of 

conservation and the prevention of waste? 

A. Yes. 

Q. Mr. Savage, you were present f o r the testimony 

concerning the exclusion of the Snyder "EC" Com Number 1 

w e l l from the u n i t because of i t s low producing r a t e , were 

you not? 

A. Yes, s i r , I was. 

Q. Do you agree w i t h the exclusion of t h a t w e l l ? 

A. No, s i r , I don't. 

Q. And why not? 

A. Well, you know, i f we leave t h a t w e l l alone — I 

went home l a s t n i g h t — I d i d n ' t go home, but I went back 

t o the h o t e l l a s t n i g h t and thought about t h a t . I f we 

leave t h a t w e l l alone, I p r o j e c t the reserves on t h a t w e l l 

t o be over 127,000 b a r r e l s u l t i m a t e l y from t h a t w e l l i f we 

don't do anything t o t h a t w e l l and j u s t l e t i t produce the 

way i t wants t o produce. 

Q. Did you p r o j e c t t h a t w i t h a d e c l i n e curve? 
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A. Yeah, I d i d . I put a 10-percent d e c l i n e on i t t o 

come up w i t h those reserves. 

Q. I n your opinion, w i l l t h a t be a commercial w e l l 

i n t h i s r e s e r v o i r ? 

A. I t w i l l pay out. I t ' s got 14,000 — I t w i l l pay 

out, yes, s i r . 

Q. What about the pressure i n f o r m a t i o n on t h a t w ell? 

A. Well, I t h i n k , r e a l l y , the pressure i n f o r m a t i o n 

i s r e a l l y what t e l l s the s t o r y about t h i s w e l l , t h a t we 

d i d n ' t — I don't have access t o the pressure, but 

testimony sai d t h a t when t h i s w e l l was d r i l l e d , i t had 

r e s e r v o i r pressure when i t was d r i l l e d , t h e r e f o r e they know 

i t was connected. 

And i f t h a t i s , i n f a c t , the case, then t h i s 

w e l l , t h i s l o c a t i o n where t h i s w e l l i s , means t h a t i t sees 

the r e s e r v o i r j u s t l i k e any other w e l l does. I t may not 

produce as w e l l , i t may not have as many f e e t of pay, but 

i t sees the r e s e r v o i r and i t sees the pressure t h a t the 

other w e l l s see. 

Q. And when you say i t sees i t , i t ' s a f f e c t e d by and 

a f f e c t s — 

A. Oh, a b s o l u t e l y . 

Q. — the other p o r t i o n s of the r e s e r v o i r ? 

A. Absolutely. 

Q. I n f a c t , by using producing r a t e as a f a c t o r t o 
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keep w e l l s out of the u n i t , i n essence hasn't G i l l e s p i e 

i n j e c t e d another f a c t o r i n t o the — 

A. Yeah, w e l l , they've already — They d i d n ' t give 

me the idea, but you're r i g h t , they've already used i t when 

they t r i e d t o keep — or when they want t o keep t h i s w e l l 

out of the u n i t , they're using the producing r a t e as the 

reason. 

Q. And t h a t would be a — could be a formula i n a 

f a c t o r could i t not — 

A. Yeah, i t could be. 

Q. — a f a c t o r i n a formula? 

A. Could be. 

Q. G i l l e s p i e t e s t i f i e d t h a t the Hanley Chandler 

Number 1 w e l l would have had only an u l t i m a t e recovery of 

4500 t o 6000 b a r r e l s of o i l , except f o r pressure 

maintenance; do you agree w i t h that? 

A. No, s i r , I don't. 

Q. And why not? 

A. Well, Hanley's w e l l was d r i l l e d i n March of 1996, 

and the f i r s t month i t produced over 3100 b a r r e l s of o i l , 

and approximately 6000 b a r r e l s of water. So i t was 

producing, f l o w i n g , over 9000 b a r r e l s of f l u i d t h a t month. 

And according t o the testimony, t h i s w e l l would have t o d i e 

next month, sooner than t h a t , because we're t a l k i n g 4500 

b a r r e l s — 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

285 

Q. When you say "next month", you mean the second 

month? 

A. The second month. I t would have had t o d i e then, 

and a l l t h a t pressure would have had t o have gone away, and 

t h a t w e l l wouldn't have been able t o produce anything. 

So what t h a t t e l l s me there — I d i d n ' t t r y t o 

p r o j e c t reserves, although I do have a f e e l i n g f o r what 

t h a t w e l l w i l l produce. But what t h a t t o l d me was t h a t the 

o i l i n place t h a t was assigned t o the Chandler w e l l i s 

extremely low and obviously u n f a i r , because the Chandler 

w e l l , i f l e f t alone, and even wi t h o u t pressure maintenance, 

would produce f o r a long time. I n f a c t , i t ' s i n an 

advantageous p o s i t i o n , because i t ' s low on s t r u c t u r e . 

Q. Do you agree t h a t w i thout pressure maintenance i n 

the r e s e r v o i r , the pressures would have dec l i n e d very 

r a p i d l y ? 

A. Well, I don't t h i n k so. T h e y ' l l d e c l i n e , but 

i t ' s not going t o do — I don't t h i n k i t ' s going t o be l i k e 

the c h a r a c t e r i z a t i o n t h a t we've heard and t h a t was assumed 

e a r l i e r , because I believe when I was doing my o i l - i n - p l a c e 

study w i t h m a t e r i a l balance, I saw — s t a r t e d seeing an 

e f f e c t of some other f a c t o r , other than the expansion of 

those terms. 

And what i t was, I be l i e v e , was the formations — 

the beginning of a gas cap. And when I took t h a t i n t o 
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account, my numbers s t a r t e d f l a t t e n i n g out a t 14.2. 

Q. So what t h i s creates i s r e a l l y a r e s e r v o i r 

management question, does i t not? 

A. Yeah. They would have had the same problem, I 

be l i e v e , i n t h i s formation, t h a t they would have had the 

same problem whether they were i n j e c t i n g gas or not. I n 

f a c t , i t probably wouldn't have occurred as e a r l y , because 

i n j e c t i n g gas, now, you know, they're going t o be s h u t t i n g 

i n w e l l s a t the top of the s t r u c t u r e . But they're going t o 

have t o do t h a t anyway, t o manage the r e s e r v o i r . 

This f i e l d probably would have had t o be u n i t i z e d 

t o e f f i c i e n t l y produce i t , even i f they d i d n ' t have a 

pressure management — maintenance program going on. 

Q. Were Yates/Hanley E x h i b i t s 18 through 2 0 prepared 

by you or compiled a t your d i r e c t i o n ? 

A. Yes, s i r , they were. 

MR. CARR: May i t please the Examiner, I would 

move the admission i n t o evidence of Yates/Hanley E x h i b i t s 

18 through 20. 

EXAMINER CATANACH: Any objection? 

MR. HALL: Object t o E x h i b i t 21. I t r e f e r s t o a 

p a r t i c i p a t i o n formula t o t r a c t s t h a t are not w i t h i n the 

scope of t h i s hearing and not r e l e v a n t . 

MR. CARR: May i t please the Examiner, i f we go 

w i t h Mr. H a l l , t h i s i s the u n i t . This i s a l l we can 
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consider. 

But the f a c t of the matter i s , when you're 

l o o k i n g a t the impact of t h i s u n i t on a l a r g e r r e s e r v o i r , 

you have t o consider the impact on other owners, or you 

step outside and ignore your d i r e c t i v e under the S t a t u t o r y 

U n i t i z a t i o n Act. Section 21 shows you the impact on those 

other t r a c t s . I t ' s r e l e v a n t , i t ' s admissible, and i t must 

be admitted. 

EXAMINER CATANACH: We'll go ahead and admit i t 

as evidence. 

MR. CARR: And t h a t concludes my examination of 

Mr. Savage a t 28 minutes and 26 seconds under the 

pr e s e n t a t i o n . 

EXAMINER CATANACH: Mr. Bruce? 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. You've got E x h i b i t 17 — 

A. Yeah. 

Q. — i n f r o n t of you there? 

Now, i f you compared the State "S" Number 1 w e l l 

w i t h , over i n Section 1, the WLSU Number 7, which used t o 

be the Speight w e l l , which w e l l i s more valuable? 

A. Probably u l t i m a t e l y the State "S" i s going t o be, 

according t o your testimony — I mean G i l l e s p i e ' s 

testimony. 
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Q. And why would t h a t be? 

A. Because they're low on s t r u c t u r e . And as these 

w e l l s — as gas — as the gas cap expands, they're going t o 

have t o be shut i n , and the lower w e l l s on s t r u c t u r e w i l l 

be the w e l l s you need t o have i n your u n i t t o produce, i f , 

i n f a c t , you know, we're g e t t i n g — i f i t ' s as presented 

where we're g e t t i n g pushed from the gas cap. 

Q. Does — Your formula doesn't give any value t o 

the U n i t Number 7 w e l l , does i t ? 

A. Why doesn't i t ? 

Q. Well, your formula gives 50 percent t o c u r r e n t 

o i l r a t e , and the Number 7 w e l l i s an i n j e c t o r . So t h a t 

gives a b s o l u t e l y no c r e d i t f o r forming the gas cap f o r t h a t 

u n i t ; i s t h a t correct? 

A. No. I t ' s p r o v i d i n g pressure support f o r those 

other w e l l s , so i t becomes an i n t e g r a l p a r t of t h a t u n i t , 

whether you put i t back on production and s t a r t producing 

t h a t gas of t h e r e , which reduces the pressure, which causes 

these other w e l l s ' production r a t e s t o go down, or you put 

gas i n i t and l e t those w e l l s produce a t higher r a t e s . 

Q. But i t ' s not given any c r e d i t f o r o i l p r o d u c t i o n , 

or any production? 

A. The u n i t — A l l these u n i t w e l l s are t r e a t e d as a 

w e l l . 

Q. But your p a r t i c i p a t i o n formula depends on c u r r e n t 
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o i l producing rate? 

A. Current o i l producing r a t e . 

Q. So the Speight Number 1 gets no c r e d i t f o r being 

an i n j e c t o r ? 

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

Q. What value does i t get, then? 

A. I t gets value as i t — I'm not touching the 

i n d i v i d u a l values of these w e l l s ; t h a t has already been — 

you a l l have already established a r e l a t i o n s h i p between 

these w e l l s and these t r a c t s when you u n i t i z e d i t . 

So I can't touch t h a t . A l l I can do i s look a t 

t h i s as a lease. I mean, however you operate t h a t lease, 

i f you're going t o i n j e c t i n one w e l l t o make other w e l l s 

produce b e t t e r , then i t becomes p a r t of the t o t a l 

p r oduction f o r t h a t lease. 

I f you don't want t o i n j e c t i n t h a t w e l l and you 

want t o shut i t i n , then t h a t ' s s t i l l p a r t of t h a t lease. 

I f you want t o produce the gas out of t h a t and 

reduce the pressure i n the r e s e r v o i r and cause the other 

w e l l s ' production t o decrease, then i t ' s taken i n t o 

account. I mean, i t ' s taken i n t o account. 

Q. Do you t h i n k t h a t would be smart t o stop 

i n j e c t i o n i n t h i s r e s e r v o i r ? 

A. Well, no, I t h i n k t h a t what you're doing i s 

p r e t t y good. 
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Q. Now, what you're t e l l i n g me i s , i f you knew what 

the u n i t boundaries were, e x a c t l y , the very best way t o 

produce i t would be t o have the i n j e c t o r a t the highest 

p o s s i b l e spot and have a few w e l l s out a t the f r i n g e s , 

downdip? 

A. I don't suggest t h a t . I mean, you already 

have — I mean, when you do t h a t , when you do t h a t , what's 

going t o happen i n t h i s r e s e r v o i r , you're going t o produce 

as much o i l as you need — or, I mean, t h a t you can produce 

as you go along, j u s t f o r economics. 

I don't — I'm not saying t h a t you shut i n these 

other w e l l s . You're going t o shut them i n as you have t o . 

Whether they get GOR-limited or whether you want t o 

conserve energy, you're going t o shut those w e l l s i n , and 

you're going t o s t a r t j u s t producing the w e l l s 

downstructure. 

I mean, t h a t ' s how you manage t h i s r e s e r v o i r . 

That's how G i l l e s p i e i s going t o manage t h i s r e s e r v o i r . 

You can ask him how he's going t o manage t h i s r e s e r v o i r . 

That's how he's going t o do i t . 

Q. But i t cuts i n t o the c r e d i t f o r these w e l l s t h a t 

have the very hydrocarbon pore value, doesn't i t ? 

A. See, the hydrocarbon pore volume — You know, 

t h a t ' s the rub here. When you look a t G i l l e s p i e ' s 

i n t e r p r e t a t i o n , Gillespie/Enserch i n t e r p r e t a t i o n , t h a t ' s 
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t h e i r i n t e r p r e t a t i o n of the f i e l d . 

I mean, they used whatever data they could. And 

B r e t t has done t h a t . And they're d i f f e r e n t , because 

they've taken d i f f e r e n t t h i n g s i n t o account. And so — And 

the o i l i n place i s very s u b j e c t i v e . That's the problem 

w i t h i t , i t ' s very s u b j e c t i v e . 

And we don't know — and I can t e l l you r i g h t 

now, the t h i n g t h a t bothers me — and i t bothers me, and 

I'm only 9 percent d i f f e r e n t . You know, I've got 1.2 

m i l l i o n b a r r e l s d i f f e r e n t between our r e p r e s e n t a t i o n about 

where the o i l i s and what m a t e r i a l balance says. But you 

a l l have another m i l l i o n b a r r e l s . 

So what we're doing i s , we're f i g h t i n g over 12.9 

or 12.3 m i l l i o n b a r r e l s , and a t the same time we have an 

expert t h a t says there are r e a l l y 15 m i l l i o n b a r r e l s . Now, 

what's f a i r here? 

That's a r e a l problem f o r me. I d i d n ' t know how 

t o r e a l l y present t h i s , because my numbers d i d n ' t come 

together. 

Q. Have you ever done a h i s t o r y match f o r t h i s well? 

A. No. 

Q. Wasn't Williamson h i r e d three or f o u r years ago 

t o do a h i s t o r y match — 

A. Yes. 

Q. — by Charles G i l l e s p i e ? 
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A. Yes. 

Q. Couldn't do i t , could you? 

A. That's e x a c t l y r i g h t . 

Q. Does m a t e r i a l balance t e l l you where the o i l i s? 

A. No, t h a t ' s e x a c t l y — 

Q. Also, i n your — 

A. See, t h a t ' s the problem. 

Q. Also, i n your p a r t i c i p a t i o n formula you t a l k 

about c u r r e n t o i l r a t e . That doesn't take i n t o account 

w e l l s t h a t may be a r t i f i c i a l l y r e s t r i c t e d i n t h e i r 

p r o d u c t i o n — 

A. Well — 

Q. — does i t ? 

A. No, i t doesn't. 

Q. Some of these w e l l s might have t o be r e s t r i c t e d 

because of increased g a s - o i l r a t i o ; i s n ' t t h a t c o r r e c t ? 

A. Well, t h a t ' s not an a r t i f i c i a l r e s t r i c t i o n ? 

Q. That's not a r t i f i c i a l ? 

A. No, t h a t ' s good r e s e r v o i r management. 

Q. Okay. 

A. And see, i f you don't do t h a t i n t h a t w e l l — 

See, you're not — an operator won't look a t these w e l l s as 

one w e l l against another. He looks a t t o t a l p r o d u c t i o n , 

and he's going t o — i f a w e l l i s harming him by producing 

energy out of t h a t r e s e r v o i r of gas t h a t you guys are 
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buying r i g h t now t o put i t i n t o the r e s e r v o i r , you're not 

going t o produce gas; you're going t o shut t h a t i n so you 

maximize the production out of the other w e l l s . I mean, 

t h a t ' s j u s t good r e s e r v o i r management. 

Q. You said t h a t you had done some f i g u r e s . You 

t a l k e d about the Snyder "EC" Com, d i d — 

A. Yes. 

Q. — some f i g u r e s there on what t h a t would produce. 

What about the State "S" Number 1? Have you ever done 

anything on t h a t , what t h a t w e l l would u l t i m a t e l y produce? 

A. I d i d not go i n t o i n d i v i d u a l d e c l i n e curves on 

these because t h i s — you know, t h i s u n i t has been — I t 

came on close t o the time where we had pressure maintenance 

and other t h i n g s going on, which makes i t a l i t t l e 

d i f f i c u l t . 

And i t wasn't r e a l l y i n the same s i t u a t i o n as 

what was being presented about the Snyder "EC". I mean, 

the Snyder "EC", nobody was going t o b r i n g i t i n t o the 

u n i t , and I j u s t wanted t o l e t people know t h a t t h i s was 

not j u s t a p i d d l y l i t t l e w e l l out th e r e . I understand i t ' s 

on pump. But you know, pumping w e l l s pump f o r a long time. 

And t h a t ' s what t h i s t h i n g i s doing, and i t ' s 

going t o — I f you leave i t alone, look how f a r away i t i s 

from a l l these other w e l l s here. There's a l o t of o i l out 

th e r e . And these w e l l s aren't going t o produce i t because 
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t h i s w e l l i s lower on s t r u c t u r e , t h i s w e l l i s going t o s i t 

t h e r e and suck a l l t h a t o i l out of your u n i t , and you don't 

care. I t ' s going t o do i t slowly. 

MR. BRUCE: Mr. Examiner, I would o b j e c t t o the 

c h a r a c t e r i z a t i o n t h a t we don't care. We were asked t o 

leave t h a t u n i t — 

THE WITNESS: I'm sorry. 

MR. BRUCE: — out of the u n i t — t h a t w e l l out 

of the u n i t . 

THE WITNESS: I'm sorr y , I got c a r r i e d away. I 

apologize. 

Q. (By Mr. Bruce) Now, loo k i n g a t your E x h i b i t 21, 

what you're saying, you're g i v i n g o r i g i n a l o i l i n place t o 

Tracts 12 and 13, which i s the State "S" Number 1 t r a c t , 

about 254,000 barrels? Tracts 12 and 13? 

A. Yes, s i r , excuse me. 

Q. Do you know what the c u r r e n t t o t a l p roduction i s 

from the State "S" Number 1? 

A. No, I couldn't t e l l you. I mean, I could f i n d 

out, but I r e a l l y don't know. 

Q. I t h i n k there's previous testimony there's about 

140,000 barrel s ? 

A. 140,000. 

Q. So i t ' s recovered already 70 percent of the o i l 

under i t s t r a c t , roughly? 

STEVEN T. BRENNER, CCR 
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A. You can probably go — Yeah. I mean, i f t h a t ' s 

the way i t c a l c u l a t e s , you're r i g h t . There's going t o be -

- I mean, i f you want t o look a t i t t h a t way, you know, you 

can go up i n t o your se c t i o n up here w i t h o u t any w e l l s , and 

you're g i v i n g these guys b a r r e l s and here they're g e t t i n g 

b a r r e l s i n any other w e l l . 

So, no, t h i s i s going t o happen. You're going t o 

have w e l l s t h a t are very good w e l l s , t h a t are going t o cum 

more. You know, t h a t ' s why you need t o u n i t i z e t h i s t h i n g 

f a i r l y , so t h a t everybody gets i n there and you don't have 

these kinds of discussions. 

But you get up at Hanley, see, where you've 

done — where I t h i n k i t ' s been done wrong. And whether 

t h i s i s r i g h t I'm not sure because, you know, i t ' s so 

i n t e r p r e t i v e . But i t ' s c e r t a i n l y b e t t e r than g e t t i n g 

30,000 b a r r e l s of o i l i n place out t h e r e . 

Q. Well, what would the Chandler w e l l have produced 

w i t h o u t the pressure-maintenance p r o j e c t ? Do you have an 

idea? 

A. Well, I t h i n k i t w i l l probably — i t would 

probably, i f you d i d n ' t have pressure maintenance but you 

d i d u n i t i z e , say — say you u n i t i z e d , because you r e a l i z e d 

t h a t you have problems, and you s t i l l operated t h i s w e l l so 

t h a t you're i n c o n t r o l of the w e l l s a t the top. I t h i n k 

t h a t they would — I t h i n k my expectation i s somewhere 
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between 150,000 and 250,000 b a r r e l s . 

Q. But without u n i t i z a t i o n ? 

A. Yeah, wi t h o u t — I'm t a l k i n g about w i t h o u t 

u n i t i z a t i o n . 

Q. Where would t h a t — 

A. Well — 

Q. Where would t h a t come from? 

A. Well, i t w i l l come from the lease l i n e . You see? 

I mean — 

Q. The u n i t — 

A. — t h a t — 

Q. The u n i t ? The u n i t , i n other words? 

A. Sure, yeah. I mean, when Hanley was d r i l l e d , i t 

was drained already by the u n i t w e l l s . I mean, t h a t u n i t 

l i n e , i t goes both ways, you know. I mean, i f you can 

d r a i n both ways. So t h a t ' s what's going t o happen, and 

t h a t ' s why you need t o take care of these t h i n g s . 

Q. So c u r r e n t l y i t ' s d r a i n i n g the u n i t ? 

A. I don't know about t h a t . I t may be d r a i n i n g 

i t s e l f out here. 

Q. Do you have an explanation f o r i n c l i n i n g 

p r o d u c t i o n i n t h a t well? 

A. According t o Hanley, the i n c l i n e — Oh, yeah, I 

meant t o mention t h a t . According t o Hanley, the i n c l i n e i s 

t h a t , you know, the w e l l came on and produced a l o t of 
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water. And i t took them, I t h i n k , f i v e or s i x months, t o 

l i n e t h a t w e l l up, changing the choke around, g e t t i n g i t 

set up, because they were a f r a i d of the water and how a l l 

t h a t worked. And they got i t l i n e d up by then. 

But there was p r i o r testimony t h a t blamed t h a t on 

t h e i r i n j e c t i o n . You know, I mean, the i n j e c t i o n caused 

i t . 

But when I looked at — I would need t h a t 

e x h i b i t , your E x h i b i t 8A which shows — w e l l , I t h i n k i t ' s 

your E x h i b i t 11 also, shows t h a t the r e s e r v o i r pressure a t 

the time Hanley d r i l l e d t h e i r w e l l was 3 310, i n March of 

1996, and every pressure p o i n t a f t e r t h a t was lower, so 

t h a t i t was not g e t t i n g the pressure push from the u n i t . 

A c t u a l l y , the u n i t — the pressure i n the r e s e r v o i r was 

going down. 

So t h a t was r e a l l y — should have caused Hanley's 

w e l l t o go down, you know, I mean i f the performance of 

t h a t w e l l i s based on your pressure maintenance. I mean, 

i t ' s p r e t t y good physics of you can do i t the other way 

around. 

Q. Looking a t E x h i b i t 17, the — as an engineer, how 

would you ch a r a c t e r i z e the west h a l f of Section 28? Are 

those reserves — Are they proven undeveloped reserves, are 

they probable reserves, are they p o s s i b l e reserves? 

A. Well, l e t me j u s t make some statements about my 
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f e e l i n g s about t h i s , i s t h a t i t — too few w e l l s d r i l l e d t o 

de f i n e t h i s pool by w e l l c o n t r o l . 

You only have — I can't — one, two — you 

r e a l l y — and maybe the State "D". There's only a few 

w e l l s t h a t can be used t o define the outer boundaries of 

t h i s p ool. 

Every — The w e l l s t h a t are i n s i d e the poo l , you 

can say t h a t they're t h i n or the r e s e r v o i r i s n ' t as good, 

but you can't say where the zero i s because they're i n s i d e . 

So when you put a zero l i n e outside t h a t w e l l , 

you're j u s t — you're e x t r a p o l a t i n g data. And so the only 

good data f o r drawing zero l i n e s are the data p o i n t s 

outside the zero l i n e s . 

Q. Now, g e t t i n g t o volumetrics, what was d e n s i t y 

p o r o s i t y — Now, you used density p o r o s i t y , excuse me. 

A. Yes, s i r . 

Q. And G i l l e s p i e used crossflow; i s t h a t — 

A. Not — Well, G i l l e s p i e i n t h e i r e a r l y testimony 

used some — used core data and used some percent of 

de n s i t y . 

But I heard today or yesterday someone say t h a t 

they used c r o s s p l o t , but I don't know i f t h a t was a 

misstatement or... 

Q. What would be the e f f e c t i f you used a lower 

p o r o s i t y on your... 
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A. Well, i f you use a lower p o r o s i t y then your o i l 

i n place goes down, you know, i f t h a t ' s the only t h i n g t h a t 

changed. 

I f you j u s t s aid, make the p o r o s i t y lower, then 

i t probably wouldn't a f f e c t r e l a t i v e l y the r e l a t i o n s h i p of 

the t r a c t s , but i t would a f f e c t , maybe, the t o t a l o i l i n 

place t h a t you ca l c u l a t e d . 

Q. And i t would b r i n g i t down cl o s e r t o G i l l e s p i e ' s 

t o t a l ? 

A. I t ' s possible. 

MR. BRUCE: I ' l l pass i t over t o Mr. H a l l . 

CROSS-EXAMINATION 

BY MR. HALL: 

Q. Mr. Savage, l e t me t a l k t o you about Yates 

E x h i b i t 14 j u s t a l i t t l e b i t . Turn t h a t e x h i b i t upside 

down; would you do that? At the top t h e r e , there's a fax 

legend i n d i c a t i n g t h a t t h i s e x h i b i t came from Williamson 

Petroleum, sent t o Hanley? 

A. Yeah. 

Q. Did you have any involvement i n the p r e p a r a t i o n 

of E x h i b i t 14? 

A. I n the discussions and the c o r r e c t i o n s of Mr. 

Engstrom doing the anal y s i s . 

Q. Okay. Can you t e l l us what formula was used f o r 

the w a t e r - s a t u r a t i o n f a c t o r ? 
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A. He used Archie's equation. 

Q. I'm sorry? 

A. He used Archie's equation, t h a t i s t y p i c a l f o r 

use out here. I t h i n k someone else c a l l e d i t the Permian 

Basin equation, but I don't t h i n k t h e y ' l l f i n d t h a t i n the 

l i t e r a t u r e . 

But i t ' s water s a t u r a t i o n equals the square r o o t 

of R̂, over Rt times p o r o s i t y squared — Rt times p o r o s i t y 

squared — 

Q. Let me ask you about your E x h i b i t 21 very 

b r i e f l y . That's your proposed p a r t i c i p a t i o n formula. Do 

you have t h a t i n f r o n t of you there? 

A. Uh-huh. 

Q. Down a t the bottom right-hand corner there's a 

date i n d i c a t e d May 13th, 1997, which was — 

A. Yes. 

Q. — Tuesday, I believe. 

A. That's when we could do i t . 

Q. A l l r i g h t . Do you know when i t was d e l i v e r e d t o 

Hanley and Yates? 

A. I would assume — I want t o say t h a t we probably 

faxed i t t h a t day, but we may not. I may have brought i t 

w i t h me. 

Q. A l l r i g h t . I s i t safe t o assume t h a t none of the 

other working i n t e r e s t s or r o y a l t y i n t e r e s t s i n the 
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proposed expansion acreage have even seen t h i s ? 

A. That's so. They d i d n ' t see t h i s ; they have seen 

a rough a t some p o i n t . 

Q. Do you have any consents from any r o y a l t y 

i n t e r e s t or working i n t e r e s t ? 

A. I'm not a p a r t of the consent business or, you 

know, t h a t business. 

Q. A l l r i g h t , you simply don't know? 

A. No, s i r , I don't know. 

MR. HALL: That's a l l I have, Mr. Catanach. 

MR. BRUCE: One t h i n g , Mr. Examiner. I asked a 

question, and I don't — I got sidetracked. 

CROSS-EXAMINATION (Continued) 

BY MR. BRUCE: 

Q. Once again, looking a t E x h i b i t 17, the west h a l f 

of Section 28, would you ch a r a c t e r i z e t h a t t r a c t as having 

proved undeveloped reserves? 

A. The fea t u r e out here? 

Q. Just the e n t i r e west h a l f and southwest — 

A. By — i t ' s — what — what — 

Q. -- and northeast of Section 28. 

A. What k i n d of d e f i n i t i o n are you using? 

Q. Are they proved undeveloped reserves? 

A. You've got t o t e l l me what d e f i n i t i o n you're 

using. Are you using SEC d e f i n i t i o n , or are you using SPG 
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d e f i n i t i o n ? E i t h e r / o r . 

Q. Answer i t over both. 

A. Okay. SEC, i t would not be. Okay? I f you're 

t a l k i n g SEC. 

I f you're t a l k i n g SPE, i t would, because you can 

take i n t o account your i n t e r p r e t a t i o n of the s t r u c t u r e as 

t o what's proved or not, i f you have enough data p o i n t s t o 

t e l l you t h a t you can do t h a t . But i f i t was SEC, they 

l i m i t i t t o a l o c a t i o n away, and you can't use i n t e r p r e t i v e 

data l i k e t h a t f o r SEC. But — 

Q. What would they be c l a s s i f i e d as, under SEC? 

A. Williams would probably c l a s s i f y them as 

probable, which i s the next c l a s s i f i c a t i o n down. 

MR. BRUCE: That's a l l , Mr. Examiner. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Savage, according t o your p a r t i c i p a t i o n 

formula, 79 percent of the p a r t i c i p a t i o n would be 

a t t r i b u t e d t o the cu r r e n t u n i t as i t stands r i g h t now? 

That would — I f we used your t a b l e , we'd have t o 

ad j u s t — w i t h i n the u n i t , we'd have t o a d j u s t the 

i n d i v i d u a l t r a c t s t o account f o r t h i s 79 percent instead of 

the 100 percent t h a t ' s used before, r i g h t ? 

A. Well, you would have t o take 79 times t h e i r 

i n t e r e s t r i g h t now. They would — Their i n t e r e s t r i g h t now 
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would be a t r a c t - p a r t i c i p a t i o n i n t e r e s t , and then t h i s 

would be the i n t e r e s t t h a t would be m u l t i p l i e d t o get t h e i r 

— i n the — yeah. 

Q. Yeah, according t o your formula, t h e i r 

p a r t i c i p a t i o n i s n ' t going t o change — 

A. Right. 

Q. — the percentage; j u s t the t o t a l i s going t o 

change? 

A. Yes, s i r . 

Q. According t o your p a r t i c i p a t i o n formula, the 

Tract 14, which would be the Chandler t r a c t , would be — 

they would get approximately 6-percent p a r t i c i p a t i o n ? 

A. Yes, s i r . 

Q. Do you r e c a l l what, under the Gillespie-Crow 

u n i t , do you r e c a l l what t h a t number was? 

A. I want t o say i t ' s two or three percent or le s s . 

See, I d i d n ' t — I'm not good w i t h comparative 

because I went i n t o t h i s t h i n g r e a l l y — I ' d seen the 

e x h i b i t s , but I d i d n ' t study them, and I d i d n ' t do a 

comparative as I went along, because my — honestly, my 

f e e l i n g was, I thought they had described the r e s e r v o i r 

wrong. 

So I d i d n ' t even — I r e a l l y wasn't i n t o 

comparing. But I t h i n k t h i s i s q u i t e a b i t higher. 

But they had drawn t h e i r zero l i n e , t h a t you 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

304 

remember, j u s t r i g h t above the w e l l , so they d i d n ' t give i t 

very much o i l i n place. 

I t may have been less than one percent. I t may 

have been about l i k e a h a l f a percent. 

Q. By f a r the biggest new c o n t r i b u t o r would be Tract 

15 a t 654,000 b a r r e l s of o i l ; i s t h a t r i g h t ? 

A. Yes, s i r , and then i t would be deemed because i t 

d i d n ' t have any producing on i t . Even though i t had t h a t , 

i t only ends up w i t h a 2.5-percent i n t e r e s t . 

EXAMINER CATANACH: I've got no f u r t h e r questions 

of t h i s witness. 

MR. CARR: No f u r t h e r questions. 

EXAMINER CATANACH: No f u r t h e r questions? 

MR. HALL: (Shakes head) 

EXAMINER CATANACH: Gentlemen? 

This witness may be excused. 

MR. CARR: May i t please the Examiner, t h a t 

concludes our presentation i n t h i s case. 

MR. HALL: C a l l one r e b u t t a l witness. 

EXAMINER CATANACH: Okay. 

MR. HALL: We can take a break now i f — or you 

would l i k e t o proceed? 

EXAMINER CATANACH: Who i s your witness? 

MR. HALL: Ralph Nelson. 

EXAMINER CATANACH: Yeah, l e t ' s go forward. 
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Go ahead, Mr. H a l l . 

RALPH NELSON, 

the witness h e r e i n , having been p r e v i o u s l y duly sworn upon 

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

DIRECT EXAMINATION 

BY MR. HALL: 

Q. Mr. Nelson, i f you would, please, I ' d l i k e f o r 

you t o e x p l a i n t o the Hearing Examiner the method you used 

t o c a l c u l a t e hydrocarbon pore volume and what i n d u s t r y 

standard you used i n conjunction w i t h t h a t . 

I f you want t o r e f e r t o E x h i b i t 30 and i d e n t i f y 

t h a t f o r the Examiner — 

A. E x h i b i t 3 0 i s a t a b u l a r d i s p l a y of our QLA2 l o g 

ana l y s i s t h a t we d i d on the Chandler Number 1 w e l l . 

As I pr e v i o u s l y said, I t h i n k we used the square 

r o o t of one over p o r o s i t y squared times R̂,, d i v i d e d by Rt. 

I b e l i e v e t h a t was — a d i f f e r e n t wording of t h a t was said 

j u s t a moment ago. 

The d i f f e r e n c e t h a t we d i d , I guess, between 

t h e i r program and our program i s , P i a t t Sparks came t o the 

OCD and the OCD accepted t h e i r c r o s s p l o t t e d p o r o s i t y as the 

c o r r e c t method t o do log analysis i n t h i s pool. 

And before we — Gillespie-Crow and Enserch had 

come t o the OCD and I had compared core p o r o s i t y w i t h — t o 

log p o r o s i t y and could see t h a t there was — the core 
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p o r o s i t y was about 85 percent of dens i t y p o r o s i t y . 

But the OCD accepted the c r o s s p l o t t e d p o r o s i t y as 

the more commonly used way t o handle a d e n s i t y neutron l o g 

where the neutron read lower p o r o s i t y than the de n s i t y , 

and we used t h a t same method when we performed the l o g 

ana l y s i s f o r the Chandler and the State "S" w e l l . 

So I believe Hanley t e s t i f i e d t h a t they had a 

measured of .047. We had a measured Rw from the K l e i n 

w e l l , from a d r i l l stem t e s t , of .052. I b e l i e v e t h a t was 

t e s t i f i e d e a r l i e r i n the o r i g i n a l hearing as t o where we 

came up w i t h t h a t P̂ . 

And q u i c k l y comparing the two P^'s used and some 

of t h e i r p o r o s i t y values and r e s i s t i v i t i e s as they had 

st a t e d , t h a t ' s going t o make a very small d i f f e r e n c e , 

around t h r e e percent, i n the numbers. 

When we — When I s t a r t e d l o o k i n g through t h i s 

E x h i b i t 14 — 

Q. What i s 14? 

A. Yates E x h i b i t 14. 

Q. That's the log analysis? 

A. On the Wiley Fee Number 1. 

— I took the density p o r o s i t y a t a depth of 

11,575. They showed a 6-percent. I used the formula t h a t 

we had used, I used the formula t h a t they s a i d they had 

used — I t h i n k some other people had checked i t — I used 
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t h e i r Rt. I can't come up w i t h t h e i r w a t e r - s a t u r a t i o n 

numbers. And t h a t was t r u e f o r some other numbers i n here 

also. 

Water-saturation number f o r t h a t one f o o t , as I 

r e c a l l , was about 16 percent. Again, a d i f f e r e n c e . 

I t h i n k also p r e v i o u s l y i t had been t e s t i f i e d 

about the water s a t u r a t i o n and i n the Chandler w e l l t h a t we 

couldn't r e a l l y see an o i l - w a t e r contact. 

And yes, i n a carbonate r e s e r v o i r w i t h p o r o s i t y 

lenses you can get a smearing, so t o speak, of the o i l -

water contact so t h a t our s i m p l i f i e d number of 7617, which 

was challenged, i s not completely c o r r e c t . However, I 

t h i n k the statement was made t h a t there as no water contact 

i n the Chandler Number 1. 

I t h i n k you can see from the QLA2 a n a l y s i s , you 

have an incr e a s i n g water s a t u r a t i o n . And a t 11,603 you've 

got 62.9-percent water s a t u r a t i o n . I f you use the .047 R̂^ 

a t t h a t p o i n t , then you have a 59.1-percent water 

s a t u r a t i o n . 

I t h i n k t h a t suggests t h a t perhaps the water 

contact i n t h i s w e l l i s perhaps s u b s t a n t i a l l y higher than 

we had i t picked. 

I f you use 11,594, the water s a t u r a t i o n on t h i s 

t a b u l a t i o n i s 55 percent. 

Q. You heard Mr. Bracken t e s t i f y t h a t he used a 
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water s a t u r a t i o n f a c t o r of around 4 0 percent f o r the 

Chandler w e l l . Do you remember that ? 

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

Q. I s t h a t correct? Do you agree w i t h t h a t ? 

A. Well, our numbers had been higher f o r a c u t o f f 

than t h a t . But i f you use t h a t percentage, then i n our 

QLA2 p r i n t o u t , then t h i s water contact would be up 

11,590.5, or 11,590, since t h a t ' s e s s e n t i a l l y 40 percent. 

What t h i s does i s , number one, I'm — I d i d 

compare — Go back t o E x h i b i t 14, the t a b u l a t i o n t h a t says 

i n the f r o n t page, i t says the pay hydrocarbon thickness i s 

4.1987. I assume t h a t t h a t ' s a hydrocarbon pore f o o t 

thickness f o r t h i s w e l l . I compared i t t o the Hanley 

hydrocarbon pore volume map. 

Q. That's E x h i b i t 17? 

A. Yes. 

Q. W i l l you look a t that? 

A. Those two numbers are d i f f e r e n t . The map shows 

3.7; t h i s shows e s s e n t i a l l y 4.2. 

Q. So Hanley's own e x h i b i t s c o n t r a d i c t each other? 

A. Yes, they do. 

Also, on t h a t same E x h i b i t 14 f o r the K l e i n Fee 

Number 1, t h a t same pay hydrocarbon thickness shows t o be 

3.2 f e e t , and t h a t shows 2.2 f e e t . I'm not sure of the 

discrepancy, why they would be d i f f e r e n t . 
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I'm s u r p r i s e d t h a t they came i n w i t h the Wiley 

Fee and the K l e i n , which are u n i t w e l l s 10 and 11, and 

d i d n ' t have a s i m i l a r t a b u l a t i o n f o r the Chandler w e l l . 

But our t a b u l a t i o n shows t h a t the water contact i s 11,603, 

perhaps as high as 11,590. The KB e l e v a t i o n i s 3999. So 

e s s e n t i a l l y , then, you're reading 7590 as t h e i r o i l - w a t e r 

contact a t the highest p o i n t i n t h i s QLA2 a n a l y s i s , and 

then 7604 a t the lower p o i n t . 

I f you look at — I want t o look a t t h i s net 

p o r o s i t y s t r u c t u r e map. 

Q. I f you have an e x h i b i t number i t would be h e l p f u l 

t o us a l l . I s t h a t 11? 

A. Yes, yes. I t ' s looking at — 

Q. Just a minute, l e t ' s make sure the Examiner has 

h i s copy. 

EXAMINER CATANACH: Are you l o o k i n g a t 11? 

THE WITNESS: E x h i b i t 11. 

Q. (By Mr. H a l l ) Go ahead. 

A. I f we look a t what has been labeled Tract 15 and 

you use a water contact of a subsea of 7604, then c l e a r l y 

the mound i n the west h a l f of the t r a c t i s separated from 

the u n i t . And i f you use a number of 7590, then i t ' s — 

t h a t mound i s below the o i l - w a t e r contact. 

Q. Let's t a l k about the Hanley seismic e x h i b i t s , i f 

you'd l i k e — 
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A. Okay. 

Q. — E x h i b i t s 8 and 9, the 2-D and the 3-D. 

A. I be l i e v e there was a l o t of discussion e a r l i e r 

concerning the seismic and the r e l i a b i l i t y of the seismic 

and the accuracy of the seismic, as I understood. 

When you look a t E x h i b i t Number 9, the Yates 

Chambers w e l l , which i s the northeast of the southeast i n 

27, I would i n t e r p r e t from t h i s map t o t h a t s t r u c t u r e p o i n t 

t o have been about 7675. I believe Hanley t e s t i f i e d on 

t h e i r E x h i b i t 10 t h a t t h e i r p i c k of the Strawn t h e r e was 

7580, which i s j u s t about a hundred f e e t . 

I had picked the Strawn lower — or, excuse me, I 

had the Strawn reported lower than t h a t , but 7580 s t i l l — 

76- — 7580 s t i l l proves t h a t p o i n t . 

Again, t h i s i s the 2-D s t r u c t u r e map. I do 

understand t h a t . Maybe I misunderstood some of the 

testimony, what the purple h i g h l i g h t i n g meant. I thought 

t h a t meant t h a t t h a t was good on t h i s map, on the seismic, 

and y e t there are u n i t w e l l s t h a t are j u s t 330 f e e t , and 

I'm not sure the distance of the Hamilton Number 3, which 

i s U n i t Well Number 4. Quite good producers, have no 

seismic anomaly apparently noted from the 2-D data, r i g h t 

across the center p a r t of the f i e l d . 

I t h i n k the seismic has been u s e f u l out here i n 

p o i n t i n g us i n the r i g h t d i r e c t i o n , but t o assign accuracy 
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t o i t , I don't b e l i e v e , i s proper use of the data. 

Q. A l l r i g h t , l e t ' s look a t E x h i b i t 8 r e a l quick. 

I f you look t o the west, the l e f t side of the 

e x h i b i t , you get i n t o Section 29, there s t a r t s t o appear 

another mound the r e . Do you see t h a t — 

A. Yes. 

Q. — r i g h t about a t the fo l d ? 

That mound seems t o be the same i n t e r v a l as the 

mound shown w i t h i n 28; do you agree w i t h t h a t ? 

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

Q. The mound t o the west, whether i t ' s i n 

communication or not, t h a t ' s not r e f l e c t e d , t h a t ' s not 

honored on any of the other Hanley/Yates isopachs or 

s t r u c t u r e maps? 

A. No. I t ' s not on t h e i r hydrocarbon pore volume 

map, which i s E x h i b i t 17. There i s no evidence of t h a t 

a d d i t i o n a l mound, and t h a t i s a mound t h a t — w e l l , I'm not 

sure of the ownership, but I don't be l i e v e i t ' s Hanley 

ownership over there i n 29. 

Q. Anything f u r t h e r you wish t o add? 

A. No. 

Q. Was E x h i b i t 3 0 prepared by you or a t your 

d i r e c t i o n ? 

A. Yes, i t was. 

MR. HALL: I move the i n t r o d u c t i o n of 30. That 
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concludes our r e b u t t a l exam. 

EXAMINER CATANACH: E x h i b i t 3 0 w i l l be admitted 

as evidence. 

Mr. Carr? 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Nelson, i f I understood your testimony, when 

you look a t the seismic i n f o r m a t i o n presented by Hanley, 

you would i n t e r p r e t i t somewhat d i f f e r e n t l y ; i s t h a t what 

you said? 

A. Repeat t h a t — I don't have a seismic t o 

i n t e r p r e t . I s t h a t — I s t h a t your question? 

Q. When you look a t the data presented by Hanley, 

these seismic e x h i b i t s — 

A. The map. 

Q. — was i t your testimony t h a t you might i n t e r p r e t 

t h i s i n f o r m a t i o n somewhat d i f f e r e n t l y ? 

A. Well, i n terms of what? 

Q. I mean, do you agree w i t h the i n t e r p r e t a t i o n of 

Hanley? 

A. E x h i b i t 9? 

Q. Yes, or 8? 

A. E i t h e r / o r , or s p e c i f i c a l l y one or the other? 

Q. E i t h e r one. Do you agree w i t h e i t h e r ? 

A. Well, as I pointed out i n E x h i b i t 9, the 
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s t r u c t u r a l p o i n t i s not the same as the w e l l d r i l l e d out. 

I t ' s about a hundred f e e t of. I mean, i t ' s 9 5 — or where 

i t ' s over 100 i f I'm p i c k i n g i t . 

And yes, t h a t i s a contour o p t i o n . I understand 

t h a t ' s a contour op t i o n . But t h a t would suggest t o me, 

then, perhaps t h e i r v e l o c i t y data was not c o r r e c t , but I'm 

not a geophysicist. 

Q. Well, what were you t r y i n g t o say? You might 

read i t d i f f e r e n t l y ? 

MR. HALL: I'm going t o o b j e c t . That question 

has been asked and answered, same question. 

Q. (By Mr. Carr) I s seismic a t o o l you t h i n k i s 

valuable f o r you t o use i f you were t r y i n g t o i n t e r p r e t the 

r e s e r v o i r n o r t h of the u n i t ? 

A. I be l i e v e seismic — I t has been t e s t i f i e d t h a t 

seismic w i t h i n the u n i t has not been accurate i n d e p i c t i n g , 

one, the State "S" w e l l , was not separate mound. So why 

should i t be any d i f f e r e n t t o the north? I don't know. 

Q. My question i s , when you're t r y i n g t o map a 

r e s e r v o i r , i s seismic a t o o l you would consider valuable i n 

t r y i n g t o determine a boundary when you don't have a c t u a l l y 

w e l l s on every t r a c t ? 

A. I would use seismic, yes. 

Q. And you do have seismic w i t h i n the u n i t , do you 

not? 
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A. Yes, we do. 

Q. And you elected not t o present any of i t here 

today; i s n ' t t h a t r i g h t ? 

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

MR. CARR: Thank you. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Nelson, you have — What type of seismic do 

you have w i t h i n the u n i t ? 2-D or — 

A. We have both 2-D and 3-D. 

EXAMINER CATANACH: That's a l l I have of t h i s 

witness. 

Anything f u r t h e r ? 

MR. CARR: Nothing f u r t h e r . 

MR. HALL: No. 

MR. CARR: I have a fabulous c l o s i n g . 

EXAMINER CATANACH: Okay. 

MR. CARR: I do have a c l o s i n g statement. 

EXAMINER CATANACH: Okay, Mr. Carr, w e ' l l l e t you 

give your wonderful c l o s i n g statement. 

MR. CARR: May i t please the Examiner, t h i s case 

i s obviously about c o r r e l a t i v e r i g h t s , but i t ' s about more 

than t h a t . I t ' s about how t h i s r e s e r v o i r has been 

u n i t i z e d , i t ' s about how i n t e r e s t owners other than the 

operator and those i n the present u n i t have a c t u a l l y been 
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t r e a t e d . 

And we're here today t o t e l l you t h a t our r i g h t s 

are being v i o l a t e d , and they're being v i o l a t e d because we 

be l i e v e the boundary as presented t o you i s improper- We 

be l i e v e the formula u t i l i z e d i s u n f a i r . 

I stand before you, I submit, i n a p o s i t i o n 

somewhat d i f f e r e n t than my opponents here today, because we 

came i n and we presented the geology t h a t we had. We've 

shown you what we t h i n k the seismic shows, we've shown you 

how we analyze the r e s e r v o i r . 

But there's an i n t e r e s t i n g p r e s e n t a t i o n on the 

other side, because I w i l l submit t o you t h a t G i l l e s p i e -

Crow/Enserch d i d not present t h e i r geology, d i d not show 

you what they know about the r e s e r v o i r . What they d i d was 

b a s i c a l l y hide behind the P i a t t Sparks map and a p r i o r 

order of the D i v i s i o n . 

And when you say, What do you believe?, they 

s a i d , Well, the Commission has t o l d us, the D i v i s i o n has 

t o l d us, on another day and another case w i t h other issues. 

I t ' s i n t e r e s t i n g t o l i s t e n t o a p r e s e n t a t i o n 

where Gillespie-Crow paid f o r 2-D and 3-D seismic across 

the u n i t , they've i n t e g r a t e d i t i n t o p r i o r mapping, but 

they won't use i t now. 

And yet a t the same time, when you look a t t h e i r 

g e o l o g i c a l i n t e r p r e t a t i o n s , they can f i n d a high i n the 
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northwest of the u n i t w i t hout w e l l c o n t r o l t o support i t . 

They can take t h e i r mapping and t h e i r zero contour t o the 

extreme northwest corner of the u n i t , no w e l l c o n t r o l t o 

support i t . They can include s u b s t a n t i a l acreage i n the 

northeast of the u n i t , no w e l l c o n t r o l t o support i t . A l l 

w i t h o u t data p o i n t s . Kind of saying, Well, the Commission 

made me do i t because they accepted P i a t t Sparks' map. 

But I w i l l t e l l you what i s curious about t h i s , 

i s , I don't know how a person can map a r e s e r v o i r i n 1994 

using seismic and walk i n here w i t h a s t r a i g h t face and 

say, Well, I mapped i t without i t today; i t j u s t happens t o 

match; I guess I f o r g o t the seismic, but w i t h o u t data my 

contours are the same. And I submit t o you something i s 

r a d i c a l l y wrong there. 

They're going t o t a l k t o you, when they close, 

about the relevance of the geology i n the o r i g i n a l w e l l , 

and they're going t o say i t has no relevance whatsoever, 

but i t does. And the reason i t i s r e l e v a n t i s because i f 

we are pushed i n t o t h i s u n i t we share w i t h them i n t h a t 

u n i t , based on t h a t geology. 

And what we see i s a t r a c t being put i n on the 

State "S", i n the case of the State "S" or the Chandler, 

w i t h a w e l l on i t . But w i t h hard data we've proven what 

t h a t acreage can do. And we're being put i n w i t h acreage 

t h a t i s s p e c u l a t i v e , i t ' s g e o l o g i c a l . 
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Mr. Bruce would say, We don't have any w e l l 

c o n t r o l i n the northern extension you're proposing t o the 

u n i t . 

But look a t the u n i t . Go r i g h t around the edge. 

Look a t t r a c t a f t e r t r a c t a f t e r t r a c t . No g e o l o g i c a l 

c o n t r o l , no w e l l data. Only i n t e r p r e t i v e i n f o r m a t i o n , 

something which they thought was r i g h t when they u n i t i z e d 

i n i t i a l l y , something which f o r some reason i s wrong today. 

I t ' s a v a l i d t o o l . We've come i n shown you the 

data we used t o map the r e s e r v o i r , and we b e l i e v e today 

when they expand i t the data should be evaluated and 

t r e a t e d as i t was back i n 1995, and the u n i t as i t i s now 

shown w i t h the i n t e g r a t i o n of a l l a v a i l a b l e i n f o r m a t i o n , 

the boundaries ought t o be expanded, the u n i t ought t o be 

expanded t o include a l l acreage thereby t h a t ' s going t o be 

a f f e c t e d by the production from t h i s r e s e r v o i r . 

The time t o do t h i s r i g h t , the time t o do i t , i s 

now. I n 1995 they drew t h e i r map t o include what they 

b e l i e v e t o be the e n t i r e r e s e r v o i r , and y e t today they 

don't want t o do t h a t , and we t h i n k they must. 

I t h i n k the best example of how Mr. G i l l e s p i e has 

been t r e a t i n g others i n t h i s case, and I suspect a p r e t t y 

good example of what's wrong w i t h t h i s formula plays out 

when you take a look at the new w e l l they're proposing i n 

the west h a l f of the northeast quarter of Section 34. 
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Mr. Mladenka says, Mr. G i l l e s p i e wants t o d r i l l 

now, w h i l e he can share the r i s k , share w i t h us. 

But you see, the problem w i t h t h a t i s t h a t i f we 

d r i l l a great w e l l , what's going t o happen t o i t ? Look a t 

t h e i r — I t h i n k i t ' s 5A, the map — t h e i r p o r o s i t y - f e e t 

map. They b r i n g i t i n , and you w i l l see t h a t t h e r e i s only 

a small p o r t i o n of the spacing u n i t t h a t they're going t o 

a t t r i b u t e any hydrocarbon pore volume t o , and i t ' s a t h i n 

s l i v e r a t t h a t . 

I mean, we're going t o have another s i t u a t i o n 

where we bear the r i s k , and i f we are successful we get 

almost nothing, we have one of these 200-barrels-to-4-

barrels-a-day s o r t of penalty imposed on us. 

Now, they say, Oh, you could go out and d r i l l a 

w e l l . Sure, we could d r i l l a w e l l n o r t h of the State "S", 

and we a l l know we could d r i l l other w e l l s i n the Hanley — 

the acreage. I mean, p h y s i c a l l y you could go out, take a 

r i g and d r i l l a w e l l . 

But the issue i s , would a prudent operator d r i l l 

a w e l l when, i f he's successful, i t won't be h i s tomorrow? 

And t h a t ' s why we've got t h i s mess before you. 

Now, l e t ' s look at the formula. I n the testimony 

you incorporated by reference yesterday, B i l l Crow was 

t e s t i f y i n g about how they brought P h i l l i p s i n t o the 

o r i g i n a l u n i t , the 3-D seismic. Met w i t h P h i l l i p s several 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

319 

times — he described them as lengthy meetings — where 

they took the data and they worked i t out. 

And what d i d they do? Crow says they increased 

the i n t e r v a l on the P h i l l i p s t r a c t , made i t t h i c k e r . The 

r e s u l t i s , P h i l l i p s got more. 

So when you go i n t o t h i s u n i t , what happens when 

you — l i k e w i t h normal u n i t i z a t i o n , we a l l get together, 

we develop a u n i t , we look a t the formula, we look a t the 

boundaries. And then when i t meets the c r i t e r i a so t h a t 

people are s a t i s f i e d i t ' s f a i r , you can disapprove. 

But t h a t d i d n ' t happen here. The boundaries were 

constructed i n such a way t h a t , whether by chance or 

happenstance, Yates and Hanley were not invol v e d . 

And we hear a l o t of t h i n g s about, Well, Mr. 

G i l l e s p i e owned a heck of a l o t of acreage. Of course he 

does, out here. I mean, t h a t ' s obvious, and i t ' s j u s t a 

red h e r r i n g . 

The issue i s , Yates and Hanley d i d not own 

anything i n the o r i g i n a l u n i t . Their acreage was 

immediately o f f s e t t i n g . 

And now, because of the way t h i s has played out, 

we're not i n a p o s i t i o n where we can ne g o t i a t e changes i n 

the formula; we have t o come here. And because what we 

have done a t an operator l e v e l has f a i l e d , we have t o dump 

t h a t on you. I t h i n k t h a t ' s u n f a i r . I t h i n k i t ' s u n f a i r 
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t o us, and I t h i n k i t ' s u n f a i r t o you. 

But Dr. Boneau has shown you what the G i l l e s p i e 

proposal w i l l , i n f a c t , do t o Yates and Hanley, E x h i b i t 5A. 

We submit t h a t ' s not f a i r , i t ' s not reasonable, i t ' s not 

eq u i t a b l e . 

John Savage has shown you how you could add 

another f a c t o r t o the formula t h a t would improve i t , make 

i t more f a i r , make i t more reasonable, make i t more 

e q u i t a b l e . 

And he also pointed out t h a t the way they went 

about excluding the Snyder "EC" Com, i n f a c t , what they're 

doing i s using producing r a t e as a f a c t o r because they 

won't exclude the u n i t i f you have too low a — I mean 

expand the u n i t i n t o t r a c t s i f a you have a w e l l w i t h too 

low a producing r a t e . 

So we have a formula, and then we have s o r t of a 

formula, and then we have a proposed formula. And get 

ready, i t ' s a l l coming t o you. And there a l o t of f a l s e 

issues t h a t have been ra i s e d . 

I've mentioned the G i l l e s p i e ownership issue, the 

cost t o the u n i t . Well, there are costs t o the u n i t , 

o b viously; we're not pretending t h a t t h i n g s aren't 

happening t h a t are. 

But you're only g e t t i n g p a r t of the s t o r y because 

nobody's suggesting t o you what k i n d of value they're going 
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t o get when they sweep drycast through the r e s e r v o i r , p i c k 

up the l i q u i d s and s e l l them there. 

There's a r e a l valuable o f f s e t t o the costs 

they're lopping a t you and saying how rough i t i s f o r them 

t h a t t h i s i s happening. And I submit t o you i f i t i s a 

rough deal i t ' s because they d i d n ' t get w i t h i t a f t e r t h e i r 

l e t t e r i n January l a s t year and get t h i s t h i n g u n i t i z e d . 

Mr. Savage pointed out — we were t a l k i n g about 

damage t o t h e i r pressure-maintenance p r o j e c t — i t would 

have happened anyway. And what they are now c h a r a c t e r i z i n g 

as h i s h o r r i b l e problem i s r e a l l y an issue r e l a t e d t o 

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

I have the unpleasant task of going f i r s t i n 

c l o s i n g , and you're going t o hear about de f a c t o 

a p p l i c a t i o n s . You're going t o hear t h a t , you know, we 

d i d n ' t b r i n g a case before you, n o t i f y i n g everyone. 

But I want t o t e l l you, I b e l i e v e t h a t i s nothing 

more than an attempt t o d i v e r t you from what you are t o l d 

t o do by s t a t u t e , and t h a t ' s p r o t e c t the c o r r e l a t i v e r i g h t s 

of a l l i n t e r e s t owners i n t h i s r e s e r v o i r . And I don't l i k e 

t o be accused of c u t t i n g up, but when I d i d cut out the 

u n i t a few minutes ago, t h a t ' s what they'd l i k e you t o look 

a t , and t h a t alone. 

But, you see, you can't do t h a t , because you 

can't be put i n t h a t k i n d of place. Because i f you are, 
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your only choice i s t o j u s t bless what they have decided t o 

do. And t h a t ' s what's gotten us i n t o t h i s mess t o begin 

w i t h . 

And so I guess the questions f o r you, other than 

the obvious ones about the formula and the boundary, are 

these: I s i t not time t o u n i t i z e the r e s e r v o i r c o r r e c t l y ? 

Shouldn't Mr. G i l l e s p i e be t o l d i t ' s time t o do i t r i g h t ? 

Because i f you don't, you're i n essence a u t h o r i z i n g more of 

t h i s same s o r t of s t u f f . 

I guess the question i s , do you want us t o come 

back w i t h a new case i n v o l v i n g an a d d i t i o n a l w e l l next t o 

the Chandler Well North, and i n a few months l a t e r w e ' l l 

see you again about the w e l l they're proposing now n o r t h of 

the State "S". I s n ' t i t time t o do t h i s r i g h t ? 

You can do i t two ways. You can e i t h e r expand 

the u n i t and amend the formula — and you have the 

a u t h o r i t y t o do t h a t by s t a t u t e — or you can t e l l Mr. 

G i l l e s p i e , No, go back and do i t r i g h t . 

E i t h e r of those — By doing e i t h e r of those, you 

w i l l have acted t o p r o t e c t c o r r e l a t i v e r i g h t s . But i f you 

don't do one of those, y o u ' l l have ignored what the 

s t a t u t e s — the O i l and Gas Act t e l l s you t o do. 

EXAMINER CATANACH: Mr. Carr. 

Mr. Bruce? Mr. Hall? 

MR. BRUCE: Mr. Examiner, f i r s t o f f , I knew B i l l 
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would b r i n g up the c o r r e l a t i v e r i g h t s and about how these 

other people are being harmed, despite the f a c t t h a t Dr. 

Boneau got up there and admitted t h a t the i n j e c t e d gas i s 

producing, i s pushing o i l o f f the u n i t . Now, you t e l l me 

who's being harmed by t h a t . I t ' s not the u n i t t r a c t s ; i t ' s 

the people i n the u n i t . 

Now, the D i v i s i o n has already found t h a t the u n i t 

agreement and the u n i t operating agreement are f a i r and 

reasonable. They shouldn't be changed now. There's been 

no m a t e r i a l change i n the circumstances. 

I ' l l get i n t o the p a r t i c i p a t i o n formula. I have 

a l i t t l e quote here from a case. The o p i n i o n s t a t e d t h a t 

i n any u n i t i z a t i o n case the o i l should be d i v i d e d on the 

basis of 100-percent saturated hydrocarbon pore space. 

That was the judge's u l t i m a t e d e c i s i o n on f a i r n e s s . That's 

e x a c t l y what we're asking. 

As you know, you've been through a bunch of 

u n i t i z a t i o n cases. There are any number of formulas t h a t 

can be considered f a i r . Perhaps the formula proposed by 

Yates and Hanley might be f a i r i n some circumstances. 

C e r t a i n l y i n our circumstance, the formula i n the e x i s t i n g 

u n i t agreement i s f a i r . 

They've requested — Yates and Hanley have 

requested a major change i n the p a r t i c i p a t i o n formula. I f 

you go t o Section 70-7-9B, i t says p a r t i c i p a t i o n f a c t o r s i n 
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an e x i s t i n g u n i t can't be changed w i t h o u t 100-percent 

approval by i n t e r e s t owners i n the e x i s t i n g u n i t . 

I'm here representing Gillespie-Crow, I n c . , 

today. I also represent Charles G i l l e s p i e , one of the 

l a r g e s t working i n t e r e s t owners i n t h a t u n i t . I'm here t o 

t e l l you r i g h t now, he won't approve t h a t p a r t i c i p a t i o n 

formula. Therefore, there's not 100-percent approval on 

t h a t p a r t i c i p a t i o n formula; t h a t formula i s dead. And a l l 

we're here today t o look a t i s the h o r i z o n t a l boundaries of 

t h a t u n i t . 

Yates and Hanley s t a t e t h a t the A p p l i c a t i o n i s n ' t 

proper because i t may include less than the e n t i r e 

r e s e r v o i r . The St a t u t o r y U n i t i z a t i o n Act expressly allows 

u n i t i z a t i o n of less than the e n t i r e r e s e r v o i r , so long as 

other p o r t i o n s of the pool are not adversely a f f e c t e d . 

Every witness who got up here s a i d other p o r t i o n s 

of the pool are not being adversely a f f e c t e d . Therefore, 

t h i s A p p l i c a t i o n i s proper. 

Every u n i t agreement t h a t comes i n f r o n t of t h i s 

D i v i s i o n has a p r o v i s i o n on expansion. Every u n i t 

agreement allows f o r expansion. Why? There might be 

a d d i t i o n a l development, you might f i n d new data and then 

you can expand the u n i t a t t h a t time. There's nothing 

wrong w i t h t h a t . 

I n a d d i t i o n , the S t a t u t o r y U n i t i z a t i o n Act, the 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

325 

main t h i n g i s not whether you have the e n t i r e u n i t . What 

you look a t i s whether the acreage t h a t you seek t o add t o 

a u n i t has been reasonably defined by development. 

The only acreage t h a t has been reasonably defi n e d 

by development i s State 11S" Number 1 acreage, Chandler 

Number 1 acreage. 

Gillespie-Crow has done the proper t h i n g and 

l i m i t e d expansion i n t h i s case. 

What Yates and Hanley seek t o do i s include 

e x p l o r a t o r y acreage. They're asking f o r a l l t h i s downdip 

acreage t o be included t h a t has no w e l l s on i t . That's 

what's done i n e x p l o r a t o r y u n i t s , not secondary recovery 

u n i t s . 

And there's one reason f o r t h a t : I f you have an 

e x p l o r a t o r y u n i t , there's a time l i m i t on forming 

p a r t i c i p a t i n g areas. And you can c o n t r a c t acreage out of 

the u n i t i f i t ' s not productive. That's what's r e q u i r e d by 

the s t a t e and f e d e r a l governments. 

Not i n the West Lovington-Strawn U n i t . Once t h a t 

acreage i s i n there, i t ' s i n there. So i f you add goat 

pasture t o the n o r t h , which i s e x a c t l y what i t i s , and 

somebody goes out there and d r i l l s a w e l l and there's 

nothing t h e r e , you can't take away the f i v e or t e n percent 

Hanley i s asking t o be added i n . You can't do t h a t . And 

t h a t ' s why Hanley's A p p l i c a t i o n i s improper. 
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I've got a few other p o i n t s t o address i n Mr. 

Carr's c l o s i n g . 

You know, i t ' s t r u e , Yates and Hanley weren't a t 

the o r i g i n a l A p p l i c a t i o n . I ' l l leave you my copy of the 

map I had on the w a l l . They seem t o show some b i g 

conspiracy theory; w e ' l l get i n t o t h a t i n a minute. But 

Yates/Hanley E x h i b i t 22, which was the Enserch/Gillespie 

map used a t the o r i g i n a l u n i t i z a t i o n hearing, t h a t was 

based on seismic, no question about t h a t . And t h a t showed 

what they thought was the r e s e r v o i r s of the boundary — the 

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

But i n t h a t hearing seismic was not accepted. 

The D i v i s i o n accepted Hanley's — excuse me, accepted 

Snyder Ranches' i n t e r p r e t a t i o n , which was not based on 

seismic. So you said, Don't use seismic. 

I f you accept Hanley's i n t e r p r e t a t i o n s today, 

you're s w i t c h i n g on us, saying, Let's base the new u n i t 

boundary on h i g h l y speculative seismic i n t e r p r e t a t i o n s . We 

don't t h i n k t h a t ' s proper. 

The f a c t of the matter i s , i n the o r i g i n a l 

hearing the opponents t o Gillespie-Crow and Enserch 

b a s i c a l l y agreed w i t h the u n i t o u t l i n e . 

Second f a c t of the matter i s , these new w e l l s 

only added about plus or minus f i v e percent t o the 

r e s e r v o i r ' s volume and only r e a l l y r e s u l t e d i n minor 
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changes t o the o r i g i n a l geology. 

Now, l i k e I s aid, the map I had on the w a l l , they 

seem t o discount t h i s . I showed you a l l of t h i s acreage, a 

hundred percent owned, t w o - t h i r d s owned, by G i l l e s p i e and 

Enserch. 

Yes, you do not form a development u n i t on 

surface acreage, on surface ownership. But the f a c t i s , i f 

you look a t t h i s , i f Charles G i l l e s p i e had wanted t o add i n 

e x t r a acreage, he owned the i n t e r e s t s , he could have 

increased h i s i n t e r e s t i n the u n i t by adding i n h i s 

acreage. I s t h a t u n f a i r ? No, he excluded a l o t of h i s 

acreage because he d i d n ' t t h i n k i t was f a i r t o the i n t e r e s t 

owners t o include h i s acreage. 

This proves t h a t Gillespie-Crow d i d not form t h i s 

u n i t two years ago, based on land ownership. 

Today, j u s t t h i s afternoon, Gillespie-Crow i s 

being c r i t i c i z e d f o r excluding the Snyder "EC" Com Number 1 

w e l l from the u n i t . You've got the l e t t e r . Yates d i d n ' t 

want i t i n , apparently other i n t e r e s t owners d i d n ' t want i t 

i n . So Charles G i l l e s p i e s a id, Okay, f i n e . Now he's being 

c r i t i c i z e d f o r i t . 

And I ' l l t e l l you t h i s : You show acreage t o the 

south t h a t ' s a hundred percent Charles G i l l e s p i e . He 

d i d n ' t ask t o have i t i n , he doesn't want t o have i t i n . 

Frankly, I don't t h i n k he t h i n k s i t ' s p r o d u c t i v e . He's 
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been p r e t t y aggressive i n d r i l l i n g w e l l s out t h e r e . 

Again, despite a l l the f a c t s , G i l l e s p i e and 

Enserch are being s t a t e d t o be the cause of the delay i n 

u n i t i z a t i o n . I f t h a t ' s the case, why d i d Hanley keep i t s 

w e l l i n f o r m a t i o n t i g h t f o r s i x months? Why d i d , i n J u l y , 

1996, Yates w r i t e a l e t t e r t o Gillespie-Crow saying, We 

don't want the State "S" u n i t i z e d ? Does t h a t sound 

cooperative? Baloney. 

There was opposition from the two main opponents 

today, there were t i t l e problems, there were other delays 

requested by Yates and Hanley. They could have s t a r t e d a 

u n i t i z a t i o n study back i n J u l y when they got the data we 

provided t o them. They waited u n t i l March of t h i s year t o 

do i t . 

The working i n t e r e s t owners w i t h i n the u n i t took 

the r i s k i n developing t h i s pool s t a r t i n g f i v e years ago. 

I t ' s b e n e f i t t e d everyone out there. You wouldn't see the 

Strawn a c t i v i t y i n t h i s area i f i t hadn't been f o r Charles 

G i l l e s p i e and Enserch d r i l l i n g t h a t f i r s t w e l l almost f i v e 

years ago. I t h i n k you need t o give c r e d i t t o the people 

who d i d t h a t , not i n s u l t them by t e l l i n g them they don't 

know what they're doing, even though they've d r i l l e d 11 

commercial w e l l s out there w i t h zero f a i l u r e s . 

I f you approve the Yates/Hanley request, you w i l l 

be v i o l a t i n g the c o r r e l a t i v e r i g h t s of the c u r r e n t working 
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i n t e r e s t owners, you w i l l be adding h i g h l y s p e c u l a t i v e 

acreage, acreage t h a t can never be contracted out of the 

u n i t , i t w i l l be u n f a i r t o everyone in v o l v e d , and we ask 

you t o approve the Hanley App- — excuse me, the G i l l e s p i e -

Crow A p p l i c a t i o n , as presented, no m o d i f i c a t i o n s . 

Thank you. 

MR. HALL: Mr. Catanach, when we present these 

cases t o you, I l i k e t o see i t done i n a manner t h a t helps 

you c r a f t an order. And i n doing t h a t I've always had a 

v i s i o n about how a Hearing Examiner s i t s down, takes the 

case presented t o him, s t a r t s t o c r a f t t h i s order. My view 

may not comport w i t h r e a l i t y , but t h i s i s my v i s i o n . 

I see a Hearing Examiner s t a r t w i t h the 

advertisement, see what the A p p l i c a t i o n i s a l l about, i n 

t h i s case look a t the ad, look a t the n o t i c e , look a t the 

Gillespie-Crow pleadings, and he would see t h a t i t ' s a 

q u i t e simple expansion of an enhanced o i l recovery u n i t 

under the S t a t u t o r y U n i t i z a t i o n Act. 

Then I t h i n k the next t h i n g I would do i s , I 

would p u l l out a copy of the S t a t u t o r y U n i t i z a t i o n Act 

i t s e l f and make sure the A p p l i c a t i o n i s i n conformance w i t h 

a l l the requirements of t h a t Act. 

Delve f u r t h e r i n t o the pleadings and see who's 

entered an appearance, who's supporting and who's i n 

o p p o s i t i o n . I f they're i n o p p o s i t i o n , what's the basis of 
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t h a t ? 

I n t h i s case, I t h i n k you would look t o see the 

Hanley/Yates pleadings provided t o you. And a l l of a 

sudden you would wonder, why on e a r t h are we c o n s i d e r i n g a 

Bravo Dome-class e x p l o r a t o r y u n i t i n the context of a 

simple u n i t expansion t o 160 acres?, and s c r a t c h my head a t 

t h a t . 

So t h a t ' s your s t a r t i n g p o i n t . The case i s 

presented t o you, and you consider a l l the evidence from 

the witnesses. And l e t me go through t h a t b r i e f l y f o r you. 

I n the context, the case i s framed by the 

pleadings, the n o t i c e and the advertisement. I t ' s a 

s t a t u t o r y u n i t i z a t i o n expansion case, simple as t h a t . 

Mr. Nelson gets up and e s t a b l i s h e s t h a t the 

a l l o c a t i o n of hydrocarbon pore volume according t o h i s 

methodology i s proper, and he's done i t p r o p e r l y w i t h 

respect t o the expansion t r a c t s . This a l l o c a t i o n has been 

done on the basis of hard data. 

And I t h i n k everybody's i n agreement t h a t i t ' s 

the best data a v a i l a b l e ; i t ' s w e l l data; i t ' s not by 

e x t r a p o l a t i o n from seismic or anything else. I t ' s not by 

e x t r a p o l a t i o n from seismic or other i n t e r p r e t a t i o n . I t ' s 

hard w e l l data, and t h a t ' s the data t h a t I t h i n k a l l of us 

are the most comfortable w i t h . The s a l i e n t e x h i b i t f o r 

t h a t i s E x h i b i t 5B, which i s the HPV pore volume map. 

STEVEN T. BRENNER, CCR 
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Mr. Nelson also established t h a t the State "S" 

and Chandler are i n the r e s e r v o i r and should be included. 

That, r i g h t t h e r e , i s the heart of the case i n f r o n t of 

you. 

Mr. Mladenka, petroleum engineer f o r G i l l e s p i e -

Crow, t e s t i f i e d t h a t — gave you a chronology of what 

Gillespie-Crow has done i n i t s operations of the u n i t . 

And I t h i n k they q u i t e c l e a r l y e s t a b l i s h e d 

they've been prudent operations, and they've been 

operations t h a t have b e n e f i t t e d those outside the u n i t , 

non-unit w e l l s , a t a cost t o the u n i t operators and 

p a r t i c i p a n t s of a m i l l i o n d o l l a r s , but c o s t - f r e e t o the 

non-unit p a r t i c i p a n t . So i n essence, what I guess Yates 

and Hanley are t r y i n g t o enjoy here i s a f r e e m i l l i o n -

d o l l a r r i d e . 

Mr. Mladenka t e s t i f i e d about the drop i n the 

r e s e r v o i r pressure a t t r i b u t a b l e t o production from the 

State "S" 1, primary reason f o r the drop. He s a i d they 

brought t h a t back up, s t a b i l i z e d i t , and t h a t ' s 

a t t r i b u t a b l e t o Gillespie-Crow's pressure-maintenance 

program. There again, a m i l l i o n - d o l l a r f r e e r i d e . I t h i n k 

the testimony was, the o v e r a l l cost of i n j e c t i o n was $3.3 

m i l l i o n , but the value of t h a t pressure maintenance t o the 

non-unit p a r t i c i p a n t s today i s a m i l l i o n d o l l a r s . 

Mladenka also gave you evidence, i r r e f u t a b l e 

STEVEN T. BRENNER, CCR 
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evidence, t h a t the State "S" 1 i s i n communication w i t h the 

u n i t and the r e s e r v o i r , and I don't t h i n k anybody has 

disputed t h a t . I t ' s established t h a t w i t h o u t the pressure 

maintenance, both the State "S" and the Chandler would have 

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

i s necessary f o r u n i t operations and the c o n t i n u a t i o n of 

the pressure-maintenance p r o j e c t . 

And by so doing y o u ' l l s u b s t a n t i a l l y increase 

recoverable reserves from the u n i t , and t h a t w i l l b e n e f i t 

a l l the working i n t e r e s t owners, a l l the r o y a l t y i n t e r e s t 

owners. And he t e s t i f i e d t h a t HPV a l l o c a t i o n method i s the 

f a i r e s t way t o a l l o c a t e p a r t i c i p a t i o n among a l l the t r a c t s 

t h a t are proposed f o r the u n i t . 

Mr. Mladenka also, under the S t a t u t o r y 

U n i t i z a t i o n Act, rendered d i r e c t testimony the r e s e r v o i r i s 

reasonably defined by development, and I t h i n k a l l the 

subsequent evidence bore t h a t out. 

He also has established t h a t f u r t h e r delay i s 

harmful t o both the working i n t e r e s t and r o y a l t y i n t e r e s t . 

We need t o proceed f o r t h w i t h . 

He also t e s t i f i e d a t length about the g o o d - f a i t h 

e f f o r t s , 16, 19 months' worth of n e g o t i a t i o n s w i t h Yates 

and Hanley t o secure t h e i r v o l u n t a r y j o i n d e r . And i t t u r n s 

out, i t appears we've been haggling over a simple — a very 

small p a r t i c i p a t i o n f a c t o r , and t h a t ' s i t . 
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Paul Connor t e s t i f i e d . He's the c o n s u l t a n t from 

U n i t Source, d i d the u n i t work. His testimony f u r t h e r 

e s t a b l i s h e d compliance w i t h the S t a t u t o r y U n i t i z a t i o n Act. 

He got the j o i n d e r and the n o t i f i c a t i o n out, there's no 

debate about t h a t . 

John McDermett t e s t i f i e d . At your request, we 

gave you the i n f o r m a t i o n on the recoverable reserves, both 

primary and secondary. 

Dr. Boneau was o f f e r e d on behalf of Yates, and 

through him we established the f o l l o w i n g , t h a t Yates and 

Hanley have not followed the procedures i n the S t a t u t o r y 

U n i t i z a t i o n Act, but he d i d concede t h a t both the State "S" 

1 and the Chandler should be brought i n t o the u n i t , and 

those t r a c t s are included w i t h i n t h e i r own proposal. 

That's not an issue. 

So i t appears t h a t the only p a r t of t h i s d i s p u t e 

between the p a r t i e s i s over the p a r t i c i p a t i o n f a c t o r , and 

from what we heard the d i f f e r e n c e i s between 4.34 percent, 

and 4.89 percent. And t h a t ' s i t , t h a t ' s a l l t h a t ' s keeping 

us a p a r t , as I understand i t . 

I asked him i f there was anything e l s e . Why 

can't we proceed t o work t h i s out? And he s a i d , Well, i t ' s 

g o t t e n down t o a p o i n t of p r i n c i p l e . We're here t o put on 

two days' worth of testimony, t o f i g h t over p r i n c i p l e . 

So r e a l l y , what Hanley and Yates are t r y i n g t o do 
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i s get the same b a r r e l revenues production c u r r e n t l y 

received from the stand-alone "S" 1 by i n c l u d i n g outside 

acreage t o improve t h e i r p o s i t i o n i n the u n i t . That's what 

t h e i r p r o p o s i t i o n — That's what t h e i r proposal i s a l l 

about. Their E x h i b i t 7 demonstrates t h a t . The problem i s , 

they want t o do t h a t c o s t - f r e e , w i t h o u t expense t o them, 

and t h a t i s p a t e n t l y u n f a i r . 

Fred [ s i c ] Bracken t e s t i f i e d , Hanley g e o l o g i s t , 

and through him we established t h a t h i s methodology, h i s 

i n t e r p r e t a t i o n s f o r p i c k i n g the top of the Strawn lime were 

probably not c o r r e c t . 

Also, h i s assumptions about the w a t e r - o i l contact 

were not c o r r e c t . He said t h a t there was no impediment t o 

d r i l l i n g t h e i r acreage i n Section 28, gave no reason anyway 

t h a t I heard. And he also said there was no c o r r e l a t i n g 

data f o r the seismic t h a t he presented. So h i s testimony 

was cha r a c t e r i z e d by i n c o n s i s t e n t statements throughout, I 

thought. I don't t h i n k i t should be given a whole l o t of 

weight i n t h i s proceeding. 

Mr. Savage t e s t i f i e d , from Williamson and 

Associates. Didn't e s t a b l i s h much through him, only t h a t 

no one has consented t o the p a r t i c i p a t i o n formula t h a t was 

generated only l a s t Tuesday. 

Did t r y t o e s t a b l i s h t h a t t h e i r formula i s based 

upon c u r r e n t o i l producing r a t e s . That's the basis f o r 
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a t t r i b u t i n g p a r t i c i p a t i o n among the t r a c t s . And I t h i n k 

c o u n t e r v a i l i n g evidence, more r e l i a b l e evidence put on i n 

the d i r e c t case was t h a t you need comfortable data, you 

need hard data, you need w e l l data t o do t h a t . 

Mr. Savage also t e s t i f i e d t h a t he had been asked 

e a r l i e r — or Williamson and Associates had been asked 

e a r l i e r t o do the r e s e r v o i r s i m u l a t i o n , and they j u s t 

couldn't make i t work and do i t . He t e s t i f i e d , and t h i s i s 

h i s quote, My numbers j u s t d i d n ' t come together. He sa i d 

t h e r e are too few w e l l s d r i l l e d t o def i n e t h i s f i e l d . So 

you're e x t r a p o l a t i n g , t h a t ' s what we're reduced t o . 

Their expansion case i s based upon nothing more 

than e x t r a p o l a t i o n s , and I submit t o you t h a t t h a t ' s the 

methodology used f o r ex p l o r a t o r y u n i t s . Again, t h i s i s 

St a t u t o r y U n i t i z a t i o n Act expansion of an enhanced o i l 

recovery u n i t . 

The d i f f e r e n c e s are s i g n i f i c a n t . I t h i n k you 

need t o go w i t h the pleadings, need t o go w i t h the 

evidence, by a l l means you need t o go w i t h the Act. 

Thank you, Mr. Examiner. 

EXAMINER CATANACH: Thank you, Mr. H a l l . 

Mr. — ? 

MR. CARR: I don't t h i n k I moved the admission of 

Yates E x h i b i t 2 2 yesterday. I ' d l i k e t o do t h a t . I t ' s the 

e x h i b i t t h a t Jim — 

STEVEN T. BRENNER, CCR 
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MR. BRUCE: Yeah, t h a t ' s f i n e , and I don't t h i n k 

I moved the admission of my E x h i b i t s 28 and 29. 

MR. CARR: Well, I w i l l o b j e c t t o t h a t . 

(Laughter) 

MR. BRUCE: One f i n a l t h i n g , Mr. Examiner. 

P h i l l i p s Petroleum representatives are here, and i f one of 

them could make a very b r i e f statement. 

EXAMINER CATANACH: Okay. 

MR. KENT: A l f r e d Kent, employed and rep r e s e n t i n g 

P h i l l i p s Petroleum Company. 

P h i l l i p s Petroleum agrees t o the u n i t expansion 

e x a c t l y as app l i e d f o r by Gillespie-Crow. 

EXAMINER CATANACH: A l l r i g h t , anything f u r t h e r ? 

Gentlemen, I would l i k e rough orders on t h i s 

case. You can submit a j o i n t rough d r a f t — you're on your 

own — w i t h i n a reasonable period of time, three weeks? 

MR. CARR: I ' l l coordinate w i t h Mr. H a l l and Mr. 

Bruce. We'll t r y and f i l e i t about the same time so we're 

not responding t o one another. 

EXAMINER CATANACH: Okay. A l l r i g h t , i f t h e r e 

i s n ' t anything f u r t h e r i n Case 11,724 i t w i l l be taken 

under advisement, and w e ' l l adjourn t h i s hearing. 

(Thereupon, these proceedings were concluded a t 

2 : 1 4 . m . ) 
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