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

1:00 p.m.: 

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

order, and a t t h i s time I ' l l c a l l Case 11,389, A p p l i c a t i o n 

of Nearburg E x p l o r a t i o n Company f o r compulsory p o o l i n g , 

d i r e c t i o n a l d r i l l i n g , a nonstandard o i l p r o r a t i o n u n i t , and 

an unorthodox bottomhole o i l w e l l l o c a t i o n , Lea County, New 

Mexico. 

Are there appearances i n t h i s case? 

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n of 

the Santa Fe law f i r m of K e l l a h i n and K e l l a h i n , appearing 

on behalf of the Applicant, and I have fo u r witnesses t o be 

sworn. 

EXAMINER CATANACH: Any other appearances? 

W i l l the witnesses please stand t o be sworn? 

(Thereupon, the witnesses were sworn.) 

MR. KELLAHIN: Mr. Examiner, l e t me give you a 

b r i e f d e s c r i p t i o n of some of the unusual f a c t o r s of t h i s 

case and a quick c h e c k l i s t of what i d e n t i f y t o be the 

issues. 

Let me begin by saying t h a t we are i n the unusual 

circumstance where there i s the p o s s i b i l i t y t h a t our 

proposed l o c a t i o n may be amended a f t e r today's hearing. We 

are c e r t a i n l y very s e n s i t i v e t o the D i v i s i o n ' s d e s i r e not 

t o be placed i n t h i s s i t u a t i o n . Despite our e f f o r t s , a l l 
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of the seismic work t h a t are re q u i r e d t o r e f i n e our a b i l i t y 

t o determine the best l o c a t i o n have not been completed. 

We are seeking permission t o d r i l l a w e l l t h a t 

w i l l be subject t o the South Humble City-Strawn O i l Pool 

r u l e s . That pool i s spaced upon 80 acres. Well l o c a t i o n s 

t o be standard must be w i t h i n 150 f e e t of the center of a 

40-acre t r a c t . 

At t h i s p o i n t i n time, there's the need t o 

complete compulsory pooling. We'll demonstrate t o you t h a t 

t h e r e i s one remaining mineral owner w i t h whom we are --

not been able t o contact. And t h a t i n t e r e s t , when d i v i d e d 

i n the spacing u n i t , i s 0.28 percent of the p r o d u c t i o n . 

And because we are unable t o f i n d t h i s lady, w e ' l l need the 

elements of a compulsory p o o l i n g a p p l i c a t i o n . That i s the 

r a t h e r r o u t i n e p a r t of the case. 

The more unconventional p a r t i s t h a t we're 

proposing t o bottom the w e l l a t an unorthodox l o c a t i o n 

which w i l l be 330 f e e t out of the n o r t h and east sides of 

an 80-acre spacing u n i t , which would c o n s i s t of the n o r t h 

h a l f of the northwest quarter of Section 7. We want t o be, 

then, i n U n i t L e t t e r C, w i t h the bottomhole l o c a t i o n . 

We want t o re-enter the S t i l l i n g s 7 w e l l , which 

i s an e x i s t i n g w e l l , and t h a t w e l l i s i n the northwest of 

the northwest. I t ' s i n Unit L e t t e r D. We're going t o 

demonstrate t o you t h a t there i s an economic savings of 

STEVEN T. BRENNER, CCR 
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about $100,000 t o l e t us re-enter the S t i l l i n g s w e l l . 

The c u r r e n t best l o c a t i o n f o r access t o the 

r e s e r v o i r has been determined by 2-D seismic work. We'll 

present our g e o l o g i s t and our geophysicist t o show you the 

s t a t u s of t h a t a n a l y s i s . 

I need t o share w i t h you, though, t h a t a d d i t i o n a l 

3-D seismic work has been contracted f o r , has been planned, 

and u n f o r t u n a t e l y has not been completed. When t h a t work 

i s complete and analyzed, I need t o a l e r t you t h a t i t may 

c o n f i r m t h i s l o c a t i o n or i t may not. 

The d r i v i n g i n f l u e n c e f o r coming t o the hearing 

today i s t h a t we have an e x p i r i n g lease. I t ' s a f e d e r a l 

lease t h a t expires on November 1st, and i t ' s a s u b s t a n t i a l 

lease. And so we're compelled t o come before you w i t h a 

d e c i s i o n t o be made on a l o c a t i o n t h a t may move. 

I' d l i k e t o present t h i s t e c h n i c a l case t o you, 

and a t the conclusion w e ' l l ask your assistance and 

guidance on how t o process the case, once you have before 

you the f a c t s t h a t we believe are important upon which t o 

make a d e c i s i o n . 

The f i r s t witness i s Mike Gray. Mr. Gray i s a 

petroleum landman, and w e ' l l begin w i t h t h a t p o r t i o n of the 

testimony. 

We'll then go i n t o the geology, and f i n a l l y the 

d r i l l i n g engineer w i l l t a l k about the aspects of the 
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d i r e c t i o n a l d r i l l i n g . 

And w i t h your permission, w e ' l l s t a r t w i t h Mr. 

Gray. 

EXAMINER CATANACH: Let's go. 

MICHAEL M. GRAY, 

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. KELLAHIN: 

Q. For the record, Mr. Gray, would you please s t a t e 

your name and occupation? 

A. Michael M. Gray. I'm a petroleum landman 

c o n s u l t i n g f o r Nearburg Production Company i n Midland, 

Texas. 

Q. As p a r t of your c o n s u l t i n g employment f o r 

Nearburg Production Company, have you made an i n v e s t i g a t i o n 

of the ownership w i t h regards t o the p a r t i e s t h a t would 

p a r t i c i p a t e and pay f o r the w e l l t o be d r i l l e d i n t h i s 

spacing u n i t ? 

A. Yes, s i r , I have. 

Q. To a s s i s t you i n t h a t e f f o r t , have you worked i n 

a s s o c i a t i o n w i t h Mr. B i l l Owen of David Petroleum 

Corporation i n t h a t aspect? 

A. Yes, s i r , I have. 

Q. Explain t o the Examiner what i s the r e l a t i o n s h i p 
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between those two companies by which the Nearburg 

E x p l o r a t i o n Corporation i s the Applicant i n t h i s case. 

A. Nearburg Production Company i s the operator i n an 

area w i t h David Petroleum and others under the terms of an 

ope r a t i n g agreement o r i g i n a l l y entered i n t o i n 1985. 

Nearburg as the operator i s the proponent of the proposed 

l o c a t i o n and w i l l be the operator of the proposed l o c a t i o n . 

David Petroleum i s — has been the primary t e c h n i c a l , 

g e o l o g i c a l and geophysical partner i n t h i s arrangement, and 

they w i l l be t e s t i f y i n g as t o those aspects. 

Q. Under t h i s arrangement of an ope r a t i n g agreement, 

David Petroleum as a working i n t e r e s t owner has the r i g h t 

t o propose the d r i l l i n g of a well? 

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

Q. I s t h a t what has occurred i n t h i s spacing u n i t ? 

A. Yes, s i r . 

Q. And w i t h regards t o t h e i r request t h a t Nearburg 

has j o i n e d w i t h them i n order t o accomplish the formation 

of the spacing u n i t and the d r i l l i n g of the well? 

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

Q. Let's go through some of the land i n f o r m a t i o n , 

then, i f y o u ' l l i d e n t i f y f o r us what's described as E x h i b i t 

1. 

A. E x h i b i t 1 i s a l o c a t o r map i n d i c a t i n g the 

proposed u n i t , being the nor t h h a l f of the northwest 

STEVEN T. 
(505) 

BRENNER, CCR 
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quar t e r of Section 7, 17 South, 38 East, along w i t h a 

d e p i c t i o n of the l o c a t i o n of the hole t o be re-entered and 

the diagonal t o the bottomhole l o c a t i o n . 

Q. I f the w e l l i s successful and the spacing u n i t i s 

dedicated t o t h a t production, i t w i l l be the n o r t h h a l f of 

the northwest quarter or i t ' s an equivalent? 

A. Yes, s i r , and t h i s -- I n f a c t , the n o r t h h a l f of 

the -- or the northwest quarter i n t h i s s e c t i o n has an 

uneven l o t , and I believe the t o t a l acreage i s a c t u a l l y 

77.75 acres. 

Q. A l l r i g h t . So what we1 re l o o k i n g at i s what 

would be otherwise the equivalent of the n o r t h h a l f of the 

northwest of the standard sized spacing u n i t ? 

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

Q. But there's an odd dimension because there's some 

l o t s across the top t h a t change i t from being a standard 80 

acres? 

A. Yes, a c t u a l l y the l o t s are along the west side. 

Q. On the west boundary? 

A. Yes, s i r . 

Q. A l l r i g h t . I made reference t o the issue of an 

e x p i r i n g lease. W i l l you describe f o r us what p o r t i o n of 

the spacing u n i t i s subject t o the newest -- or the 

e a r l i e s t e x p i r a t i o n date of the lease, e x p i r a t i o n ? 

A. Yes, s i r . Nearburg and i t s p a r t n e r s , i n c l u d i n g 

STEVEN T. BRENNER, CCR 
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David Petroleum, are the owner of a f e d e r a l o i l and gas 

lease which expires — which covers Lot Number 1, being the 

— which could be described as the northwest of the 

northwest q u a r t e r , which expires on November 1, 1995. 

Q. When d i d you and Mr. Owen and others f i r s t 

i n i t i a t e an e f f o r t t o consolidate on a v o l u n t a r y basis the 

necessary i n t e r e s t t o form a spacing u n i t ? 

A. The lease a c q u i s i t i o n e f f o r t s have been going on 

since approximately June of t h i s year. The a u t h o r i t y f o r 

expenditures t o the outstanding i n t e r e s t owners were sent 

along w i t h operating agreements on August 15, 1995. 

Q. The lease c o n s o l i d a t i o n was i n June of 1995? 

A. Begun i n June of 1995. 

Q. A l l r i g h t . Apart f o r arranging the a b i l i t y t o 

access the surface f o r a d d i t i o n a l seismic work, i n your 

o p i n i o n , could you have otherwise t i m e l y commenced the 

d r i l l i n g of t h i s w e l l before the e x p i r a t i o n of the November 

1st lease? 

A. I'm so r r y , repeat the question? 

Q. Yes, s i r . I f you have s t a r t e d on the land 

a c q u i s i t i o n work i n June of 1995 and your soonest 

e x p i r a t i o n date of a lease i s November 1st of 1995, would 

t h a t have been an o r d i n a r i l y s u f f i c i e n t p e r i o d of time i n 

which t o have consolidated the acreage and got your permits 

t o d r i l l the w e l l , w i t h the exception of the seismic work? 

STEVEN T. BRENNER, CCR 
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A. I t probably would have. 

Q. A l l r i g h t . What d i f f i c u l t i e s d i d you and Mr. 

Owen encounter w i t h regards t o having the a b i l i t y t o 

u t i l i z e the surface i n t h i s v i c i n i t y , t o conduct a d d i t i o n a l 

3-D seismic exploration? 

A. I n our e f f o r t s t o conduct, we began the lease 

a c q u i s i t i o n s i n l a t e s p r i n g , e a r l y June of t h i s year. The 

seismic program which we are -- which we have a c t u a l l y l a i d 

out on the ground -- was begun i n Jul y of t h i s year. We 

were unable t o permit a s i g n i f i c a n t p o r t i o n of the acreage 

due t o t h i r d - p a r t y o i l companies who would not grant us 

permits. 

Q. You needed the consent of people t h a t had c o n t r o l 

of the surface a d j o i n i n g the spacing u n i t , i n order t o have 

a s u f f i c i e n t enough area i n which t o conduct a p p r o p r i a t e 3-

D seismic work? 

A. Yes, s i r . I n f a c t , c o n t r o l of the leasehold 

i n t e r e s t . 

Q. When were you able t o f i n a l l y o b t a i n the 

necessary approvals i n which t o a c t u a l l y do the 3-D work? 

A. Approximately three weeks ago. 

Q. Would t h a t have s t i l l been a s u f f i c i e n t p e r i o d of 

time i n which t o have done the 3-D work and t o a c t u a l l y 

determine the v e r i f i c a t i o n of the bottomhole l o c a t i o n t h a t 

your company wants t o targ e t ? 

STEVEN T. BRENNER, CCR 
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A. The t e c h n i c a l geophysical testimony could be more 

c l e a r on t h i s , but the a v a i l a b i l i t y of crews once we 

received our permits, the simple p h y s i c a l e f f o r t s of 

g e t t i n g the l i n e s and phones l a i d out, and then nine t o --

or seven t o eleven inches of r a i n i n eastern Lea County i n 

the l a s t week has put us behind. 

Q. A l l r i g h t . That work was contracted f o r , and 

w i t h regards t o the land a c t i v i t y , a l l t h a t s t u f f was i n 

place i n time t h a t i t could have been accomplished, w i t h 

the exception of the weather c o n d i t i o n s and whatever 

t e c h n i c a l delays were caused by t h a t event? 

A. Well, yes, s i r , and the p e r m i t t i n g was d e f i n i t e l y 

a problem i n g e t t i n g --

Q. A l l r i g h t . 

A. -- i n the t i m i n g . 

Q. A l l r i g h t . Let's t a l k about the c o n f i g u r a t i o n of 

the ownership w i t h i n the spacing u n i t . I f y o u ' l l look a t 

E x h i b i t Number 2, i d e n t i f y and describe f o r us what's shown 

on t h a t d i s p l a y . 

A. E x h i b i t Number 2 i s an i l l u s t r a t i o n d e p i c t i n g the 

proposed spacing u n i t , being Lot 1 i n the northeast of the 

northwest q u a r t e r of Section 7. 

On the l e f t - h a n d side of the e x h i b i t i s a l i s t of 

the working i n t e r e s t owners and/or the outstanding mineral 

i n t e r e s t owners who we have not been able t o contact. That 

STEVEN T. BRENNER, CCR 
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i s C h r i s t i n e R i l e y w i t h the .28-of-one-percent i n t e r e s t . 

A l l other owners are committed t o p a r t i c i p a t e . 

The l o c a t i o n of the S t i l l i n g s w e l l , the r e - e n t r y 

hole, i s depicted as a dryhole. The l o c a t i o n of the 

proposed bottomhole i s depicted as a c i r c l e i n the upper 

r i g h t - h a n d corner. And the p o t e n t i a l window, pending 

det e r m i n a t i o n of the i d e a l l o c a t i o n f o r u l t i m a t e l y d r i l l i n g 

t h i s hole, i s depicted as the black square. 

Q. At t h i s p o i n t , the only p a r t y which you're 

seeking t o have a po o l i n g order issued against i s the 

C h r i s t i n e R i l e y i n t e r e s t ? 

A. Yes, s i r . 

Q. Summarize f o r us your e f f o r t s and those of Mr. 

Owen t o contact Ms. Riley and then approach her on 

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

A. The -- David Petroleum and Nearburg as partners 

w i t h them had -- a t one time had C h r i s t i n e R i l e y under 

lease, several years ago. I t was a f i v e - y e a r lease. The 

lease expired and the attempts, the recent attempts t o 

contact her and f i n d her t o purchase a new lease or renew 

the o l d lease have been unsuccessful. C e r t i f i e d l e t t e r s 

were sent t o her l a s t known address and were retu r n e d as 

un d e l i v e r a b l e . 

Q. Do you have an example of how t h i s w e l l was 

proposed i n terms of i t s l o c a t i o n and AFE and a w r i t t e n 

STEVEN T. BRENNER, CCR 
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communication p r o v i d i n g an o p p o r t u n i t y t o the working 

i n t e r e s t owners t o p a r t i c i p a t e ? 

A. Yes, s i r , E x h i b i t Number 3 i s a p a r c e l of several 

documents, i n c l u d i n g the a u t h o r i t y f o r expenditure, 

e s t i m a t i n g the cost of the w e l l ; the operating agreement, 

which we propose t h a t the working i n t e r e s t 

o w ners/participants enter i n t o ; copies of the retu r n e d 

green cards from the Post O f f i c e or copies of the 

unreturned or undeliv e r a b l e r e g i s t e r e d m a i l green cards; 

and the l e t t e r sent proposing the w e l l . 

Q. Attached t o t h a t l e t t e r , d i d you include an 

a u t h o r i t y f o r expenditure? 

A. Yes, s i r , we d i d . 

Q. And was t h a t prepared, t o the best of your 

knowledge, by employees of Nearburg Production Company? 

A. Yes, s i r , i t was. 

Q. And t h a t was included i n your package and 

c i r c u l a t e d t o the i n t e r e s t owners? 

A. Yes. 

Q. Have you received any o b j e c t i o n from any of the 

working i n t e r e s t owners w i t h regards t o the AFE? 

A. No, we haven't. 

Q. Do you propose the Examiner use t h a t as an 

estimate by which t o pool Ms. Riley's i n t e r e s t ? 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. I n a d d i t i o n , have you attached a copy of the 

j o i n t o p e rating agreement? 

A. Yes. 

Q. That's also p a r t of E x h i b i t 3? 

A. Yes. 

Q. Under the terms and co n d i t i o n s of t h a t o p erating 

agreement, what i s the overhead r a t e f o r d r i l l i n g and 

producing w e l l s t h a t a l l the p a r t i e s except Ms. R i l e y have 

committed themselves to? 

A. $7000 f o r a d r i l l i n g w e l l and $700 f o r 

o p e r a t i o n a l overhead. 

Q. Let's t u r n t o the t o p i c of the unorthodox 

bottomhole l o c a t i o n . 

A. Yes. 

Q. Have you and Mr. Owen ta b u l a t e d a l i s t of a l l 

o f f s e t operators, lessees or, i f there i s no lease, the 

unleased mineral owners --

A. Yes. 

Q. -- t h a t are a d j o i n i n g t h i s spacing u n i t ? 

A. Yes, we have. 

Q. And how i s t h a t shown? 

A. That's E x h i b i t 4 i n the documentation. 

Q. To the best of your knowledge, Mr. Gray, i s t h i s 

l i s t complete and accurate? 

A. Yes, s i r . 

STEVEN T. 
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Q. And d i d you cause n o t i f i c a t i o n t o be s e n t 

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

A. Yes, s i r . 

Q. Do you know whether or n o t Nearburg P r o d u c t i o n 

Company has t h e a b i l i t y t o have a r i g on l o c a t i o n so t h a t 

you can t i m e l y commence t h e d r i l l i n g o f t h i s w e l l p r i o r t o 

t h e November 1 s t l e a s e e x p i r a t i o n date? 

A. We a n t i c i p a t e w i t h t h e p r o p e r a p p r o v a l s , w e ' l l be 

a b l e t o do t h a t . 

MR. KELLAHIN: That concludes my e x a m i n a t i o n o f 

Mr. Gray. 

We move t h e i n t r o d u c t i o n o f h i s E x h i b i t s 1 

t h r o u g h 4. 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 4 w i l l be 

a d m i t t e d as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Gray, who d r i l l e d t h e S t i l l i n g s 7D Number 1? 

A. Nearburg. 

Q. And t h a t i s c u r r e n t l y plugged and abandoned? 

A. Yes, s i r . 

Q. The e f f o r t s t o l o c a t e Ms. R i l e y , d i d t h a t j u s t 

i n c l u d e a -- sending a l e t t e r t o her l a s t known address? 

A. No, s i r , David Petroleum, who d i d much o f t h e 

l a n d work i n t h i s e f f o r t a g a i n had had a l e a s e w i t h Mrs. 
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R i l e y and made the e f f o r t s t o — r e a l l y -- Her l a s t known 

address i s about as good as we could go on, other than 

t r y i n g t o f i n d o l d — or change of address from the o l d 

address, telephone numbers, t h a t s o r t of t h i n g . 

Q. I've got a c e r t i f i e d mail r e c e i p t shown t h a t was 

d e l i v e r e d t o George Nickle. 

A. Yes, s i r . 

Q. Who i s t h a t party? 

A. George Ni c k l e i s another mineral i n t e r e s t owner 

i n the u n i t , and I'm not sure what i n t e r e s t he owns, but 

David — We have acquired an o i l and gas lease from Mr. 

N i c k l e a t t h i s p o i n t . 

Q. So he was l o c a t a b l e but C h r i s t i n e R i l e y was not? 

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

Q. But you're not e x a c t l y sure what other steps were 

taken t o f i n d C h r i s t i n e R i l e y besides --

A. No, s i r , I'm not e n t i r e l y sure of the steps, 

although according t o the David Petroleum people, they used 

a l l reasonable e f f o r t s t o f i n d her. 

Q. Now, t h i s — I n your correspondence t o the 

v a r i o u s working i n t e r e s t owners, dated August 15th, was 

t h a t the f i r s t time t h a t the w e l l was proposed t o the 

working i n t e r e s t owners? 

A. To my knowledge, yes, s i r . 

Q. Do you know when a compulsory p o o l i n g a p p l i c a t i o n 
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was f i l e d i n t h i s case? 

A. No, s i r , I don't know the answer t o t h a t . 

Q. But you've got a l l -- Everybody's signed up f o r 

the R i l e y i n t e r e s t ? 

A. Except f o r C h r i s t i n e R i l e y , yes, s i r . 

Q. A l l r i g h t . The w e l l costs t h a t you've got on 

your AFE, those are simply r e - e n t r y costs; i s t h a t c o r r e c t ? 

A. No, not -- You're t a l k i n g about which --

Q. The AFE you've got as p a r t of E x h i b i t Number 3, I 

be l i e v e . 

A. You're speaking of the — 

Q. AFE — 

A. The cost of casing p o i n t or — 

MR. KELLAHIN: Mr. Examiner, Scott Kimbrough i s a 

witness. He's the d r i l l i n g engineer t h a t prepared the AFE, 

and he's got a l l t h a t i n f o r m a t i o n f o r you. I ' l l represent 

t o you t h a t h i s testimony w i l l be, t h i s i s simply cost 

e x c l u s i v e of the value of the e x i s t i n g wellbore. 

EXAMINER CATANACH: Okay, so h e ' l l t e s t i f y on 

t h i s ? 

MR. KELLAHIN: Yes, s i r . 

Q. (By Examiner Catanach) Okay. The overhead 

r a t e s , d i d you say t h a t those were included i n the c u r r e n t 

o p e r a t i n g agreement? 

A. Yes. 
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Q. And agreed t o by the various i n t e r e s t owners? 

A. By everyone except the one person we were unable 

t o contact. 

Q. I s t h a t what you're proposing t o be assessed 

against C h r i s t i n e r i l e y ? 

A. Yes, s i r . 

EXAMINER CATANACH: I t h i n k t h a t ' s a l l I have of 

t h i s witness, Mr. K e l l a h i n . 

MR. KELLAHIN: Okay. Mr. Examiner, a t t h i s time 

I ' l l c a l l Edsel Neff. Mr. Neff i s a g e o l o g i s t w i t h David 

Petroleum Corporation, and we're going t o t a l k about some 

of the geologic challenges t h a t he's been faced w i t h . And 

to a i d you i n seeing h i s p r e s e n t a t i o n , I ' d ask you t o 

u n f o l d t h a t cross-section. I t ' s marked as E x h i b i t 5. 

EDSEL NEFF, 

the witness herein, 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. KELLAHIN: 

Q. Mr. Neff, f o r the record would you please s t a t e 

your name and occupation? 

A. My name i s Edsel Neff. I'm a petroleum g e o l o g i s t 

w i t h David Petroleum. 

Q. Mr. Neff, on p r i o r occasions have you t e s t i f i e d 

before the D i v i s i o n and q u a l i f i e d as an expert i n the f i e l d 
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of petroleum geology? 

A. Yes, I have. 

Q. As p a r t of your employment as a g e o l o g i s t w i t h 

your company, have you made a geologic i n v e s t i g a t i o n of the 

o p p o r t u n i t y t o ob t a i n Strawn o i l production out of the 

spacing u n i t t o be dedicated t o t h i s well? 

A. Yes, I have. 

MR. KELLAHIN: We tender Mr. Neff as an expert 

g e o l o g i s t . 

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

Q. (By Mr. K e l l a h i n ) Let's take a moment before we 

look a t the d i s p l a y , Mr. Neff, and summarize f o r the 

Examiner the unusual e x p l o r a t i o n s t r a t e g y t h a t you're 

undertaking t o re-examine and t r y t o lo c a t e these very 

small Strawn a l g a l mounds i n t h i s p a r t of the country. 

A. Okay. We've been i n t h i s area f o r q u i t e a long 

time -- I guess probably 15 years -- and through the years 

we've b a s i c a l l y t r i e d t o i n t e r p r e t and d r i l l these r e a l 

small a l g a l mounds w i t h 2-D seismic data, and i t ' s been 

r e l a t i v e l y successful. 

Recently, i n 1994, we shot our f i r s t 3-D i n t h i s 

area, and we ended up f i n d i n g two e x c e l l e n t Strawn 

producers, one 800 f o o t from a dryhole, t h a t -- So we found 

two w e l l s o f f t h i s 3-D. 

One of the w e l l s which i s on t h i s c r o s s - s e c t i o n , 
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which i s the w e l l A - l , we d r i l l e d i n March. This was w i t h 

Nearburg. We d r i l l e d i t i n March of 1995. With our 

conventional 2-D data, we saw the anomaly -- we saw an 

anomaly i n the southwest of Section 12, except i t was about 

800 f e e t — approximately 800 f e e t t o the west. So what we 

were doing b a s i c a l l y was sideswiping i t w i t h 2-D. And the 

3-D which we shot i n 1994 b a s i c a l l y p i n p o i n t e d the top, the 

apex of the anomaly and probably caused us from d r i l l i n g 

another dryhole. 

Q. Let's t a l k f o r a moment about the d i f f e r e n c e i n 

s o p h i s t i c a t i o n between the use of the conventional 2-D 

seismic a p p l i c a t i o n and what advantage you achieve by 

reviewing t h a t work w i t h the assistance of supplemental 3-D 

seismic data, s t a r t i n g o f f w i t h the 2-D seismic work, which 

was the data t h a t the Byers w e l l was f i r s t d r i l l e d w i t h — 

A. Uh-huh. 

Q. -- and how t h a t seismic work then i s reanalyzed 

w i t h 3-D i n f o r m a t i o n , t o give you a way t o v a l i d a t e where 

t o put the w e l l . 

A. Okay. B a s i c a l l y , the 2-D data, l i k e I say, we're 

g e t t i n g leads o f f the 2-D data. There's a l o t of 

sideswiping t h a t ' s going on, so — you know, i f you're on 

the edge of some of these mounds. So i t ' s hard t o p i n p o i n t 

e x a c t l y where these a l g a l mounds are. They're small, some 

of them are small. We've got a couple of one-well 
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anomalies i n here. 

And the 3-D i s b a s i c a l l y t h a t e x t r a dimension, 

the e x t r a 3-D i s b a s i c a l l y -- I mean, i t ' s p i n p o i n t i n g the 

apex of these anomalies, whereas l i k e t h i s c r o s s - s e c t i o n i s 

i l l u s t r a t i n g , from A - l t o A-2, there's 800 f e e t d i f f e r e n c e 

between t h i s dryhole and t h i s producer. And i f we would 

have d r i l l e d i t on our conventional 2-D data where we saw 

the anomaly, we probably would have d r i l l e d another 

dryhole. The 3-D b a s i c a l l y moved the l o c a t i o n 800 f e e t . 

Q. When we look a t the r e s u l t s of the Byers success, 

d i d you and others involved i n the t e c h n i c a l aspect then 

t r y t o f i n d other l i k e l y candidates where you might 

reprocess the 2-D seismic i n f o r m a t i o n , supplement i t w i t h 

3-D work, and f i n d a l g a l mounds t h a t you might have missed? 

I s t h a t the strategy? 

A. Right, t h a t ' s the s t r a t e g y . 

Q. When we go over t o the spacing u n i t f o r the 

S t i l l i n g s w e l l , the north h a l f of the northwest of 7 --

A. Okay. 

Q. -- the S t i l l i n g s w e l l i s shown on your cross-

s e c t i o n , i s i t not? 

A. Yes, s i r . 

Q. And what p o s i t i o n i s i t on the cross-section? 

A. A-4 i s the S t i l l i n g s w e l l . 

Q. A l l r i g h t . Did you and others i d e n t i f y the 
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o p p o r t u n i t y i n t h i s spacing u n i t t o re-examine why the 

S t i l l i n g s w e l l missed the a l g a l mound and how you might 

have another chance t o locate t h a t a l g a l mound and then 

d r i l l i t i n an attempt t o recover Strawn o i l production? 

A. I t appears through a l l the work I've been doing 

i n the area t h a t -- I f y o u ' l l look a t the l o g , the gamma 

ray on the l e f t - h a n d side i s cleaning up toward the top of 

the Strawn a t around 11,632 -- r e a l l y from 11,700 up t o the 

top of the Strawn -- and -- not much but s l i g h t l y . But 

i t ' s — I t h i n k i t ' s a good i n d i c a t i o n t h a t you're close t o 

something. 

A l o t of the w e l l s t h a t are dryholes and t h a t are 

low-energy s h e l f mudstones -- and t h i s i s a cleaning up 

near the top of the log. I f y o u ' l l r e f e r t o w e l l A-2, you 

can see t h a t the Byers, which i s the w e l l t h a t was 800 f e e t 

from our — from w e l l A - l , the one we d r i l l e d t h i s year, i s 

s t a r t i n g t o clean up i n the top of the Strawn gamma-

raywise, and t h a t ' s -- appears t o be a -- something we're 

s t a r t i n g t o look f o r . There's a good chance i t could be 

close t o an a l g a l mound. 

Q. Describe f o r us, then, the conclusions from the 

cro s s - s e c t i o n and how t h a t i s r e l e v a n t t o your e f f o r t s on 

the S t i l l i n g s spacing u n i t . 

A. This cross-section i s referenced — I've got a 

land map here which y o u ' l l see. A - l i s a w e l l we j u s t 
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d r i l l e d w i t h Nearburg, and i t continues through A-5, which 

i s the bottomhole l o c a t i o n of our proposed l o c a t i o n . 

Well A - l i s our producer, as I said e a r l i e r . 

I t ' s 800 f e e t from a — the Texas Number 1 Byers t h a t was 

d r i l l e d i n 1973. So i n t h i s c ross-section I'm b a s i c a l l y 

t r y i n g t o show t h a t these mound f a c i e s are — these mounds 

are small, they're hard t o h i t , you've got t o be extremely 

p r e c i s e i n t r y i n g t o pick these t h i n g s out, and t h a t ' s why 

3-D has the advantage over 2-D. 

Also, as I mentioned e a r l i e r , the S t i l l i n g s --

the top of the Strawn i n the S t i l l i n g s i s cleaning up on 

the gamma ray, and i t ' s been my experience t h a t there's a 

good chance t h a t i t may be i n d i c a t i n g i t ' s close t o an 

a l g a l mound. And we saw t h i c k e n i n g t o the east on our 

seismic data, which Mike McMillan w i l l t a l k about, but — 

So. . . 

Q. Can you take conventional e x p l o r a t i o n geology, 

using log data i n t h i s area, and e x c l u s i v e l y use t h a t t o 

give you your best l o c a t i o n f o r t r y i n g t o f i n d one of these 

a l g a l mounds? 

A. No. 

Q. What else do you have t o do? 

A. You've got t o shoot them out w i t h 3-D. 

MR. KELLAHIN: That concludes my examination of 

Mr. Neff. 
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We move the i n t r o d u c t i o n of h i s E x h i b i t Number 5. 

EXAMINER CATANACH: E x h i b i t Number 5 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Neff, as I understand i t , you used 2-D t o --

I t i d e n t i f i e s the st r u c t u r e ? 

A. Right, you can pick -- 2-D data i s great, 

except — The d i f f e r e n c e between 2-D and 3-D i s b a s i c a l l y , 

you're -- on 3-D you're having a shot p o i n t every 120 f e e t , 

b a s i c a l l y , and on 3-D you're not [ s i c ] . And you might have 

a l i n e — y o u ' l l have a — l e t ' s say a north-south l i n e . 

You have a 1000-foot i n t e r v a l on a shot p o i n t , whereas on 

3-D you have a shot p o i n t , a value, every 120 f e e t . And 

b a s i c a l l y you're -- I t ' s j u s t denser coverage, i s what i t 

r e a l l y b o i l s down t o . And we would e l i m i n a t e a l o t of 

these dryholes i f we would have shot 3-D e a r l i e r i n the 

E i g h t i e s when we d i d t h i s , but we d i d n ' t . 

Q. So the proposed bottomhole l o c a t i o n you have 

t a r g e t e d r i g h t now i s based on 2-D? 

A. Right. 

Q. I t ' s a good chance t h a t w i l l change? 

A. Yes, s i r , there's a good chance i t could. Like I 

said p r e v i o u s l y , t h i s l o c a t i o n moved 800 f e e t , apex t o 

apex. That's j u s t the d i f f e r e n c e between 2-D and 3-D. So 
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there's a chance i t could. 

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

MR. KELLAHIN: Mr. Examiner, I ' l l c a l l a t t h i s 

time Mike McMillan. Mr. McMillan i s a geo p h y s i c i s t and he 

i s sponsoring E x h i b i t Number 6. 

MICHAEL MCMILLAN, 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. For the record, Mr. McMillan, would you please 

s t a t e your name and occupation? 

A. My name i s Michael McMillan, and I am a 

geo p h y s i c i s t f o r LDM Associates. 

Q. And where do you res i d e , s i r ? 

A. I n Roswell, New Mexico. 

Q. On p r i o r occasions have you t e s t i f i e d i n t h a t 

c a p a c i t y before the Division? 

A. No. 

Q. Summarize where you obtained your degree and what 

year. 

A. I received my BS i n geology i n 1988 from UNM, and 

i n 1991 I received my master's i n geology from Texas Tech 

U n i v e r s i t y . 

Q. When we look at E x h i b i t Number 6, does t h i s 
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represent your geophysical work i n t h i s area? E x h i b i t 6 i s 

the seismic isopach. I s t h i s your work? 

A. Yes. 

Q. As p a r t of your d u t i e s f o r your company, do you 

r e g u l a r l y perform t h i s type of analysis? 

A. Yes. 

Q. And d i d you work i n a s s o c i a t i o n w i t h Mr. Neff t o 

analyze and determine what t o do i n terms of geologic 

e x p l o r a t i o n f o r a w e l l t o be d r i l l e d i n the S t i l l i n g s 

spacing u n i t ? 

A. Yes. 

MR. KELLAHIN: We tender Mr. McMillan as an 

expert i n geophysics. 

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

I would j u s t l i k e t o ask him, what i s LDM's 

as s o c i a t i o n i n t h i s case? Or what i s your r e l a t i o n s h i p t o 

the Applicant? 

THE WITNESS: LDM i s j u s t a name t h a t my f a t h e r , 

C o l i n McMillan, and h i s partner Eddie David use as k i n d of 

a tra d e name, when they s e l l o i l and gas deals t o the o i l 

and gas i n d u s t r y . 

EXAMINER CATANACH: Okay. So you both have an 

i n t e r e s t i n t h i s prospect? 

THE WITNESS: Yes. 

EXAMINER CATANACH: That's the 21.5-percent 
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i n t e r e s t , McMillan Production Company? 

THE WITNESS: Yes. 

EXAMINER CATANACH: Okay. 

MR. KELLAHIN: He's j u s t p u l l i n g i t o f f of t h i s 

E x h i b i t 2, he's loo k i n g at those percentages. 

THE WITNESS: Okay. 

EXAMINER CATANACH: A l l r i g h t . That's a l l I 

have. He i s so q u a l i f i e d . 

Q. (By Mr. Ke l l a h i n ) Mr. McMillan, l e t ' s t u r n t o 

E x h i b i t 6 and have you i d e n t i f y what we're l o o k i n g a t . 

A. What we are looking a t i s an isopach map from the 

top of the Strawn t o the Atoka. 

Q. The scale on the map i s what, s i r ? 

A. One inch i s equal t o a thousand f e e t . 

Q. And i f we took a r u l e r , i s t h i s d i s p l a y accurate 

t o scale? 

A. Yes. 

Q. When I look on the d i s p l a y and see the area 

t h a t ' s i d e n t i f i e d by the red o u t l i n e , what i s t h a t t r y i n g 

t o represent? 

A. That would be the p r o r a t i o n u n i t . 

Q. Okay. Show us on the d i s p l a y how we would f i n d 

the surface l o c a t i o n of the e x i s t i n g S t i l l i n g s w e l l . 

A. The e x i s t i n g S t i l l i n g s w e l l i s denoted by the 

dryhole. And also you can see from the arrows, l e t ' s say 

STEVEN T. BRENNER, CCR 
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the surface l o c a t i o n . 

Q. As p a r t of your work, do I c o r r e c t l y understand 

t h a t you have looked at conventional 2-D seismic l i n e s ? 

A. Yes. 

Q. And how are those l i n e s i d e n t i f i e d on t h i s 

d i splay? 

A. Going from l e f t t o r i g h t there are three l i n e s 

t h a t I have looked a t . They're WK-7, WK-3 and WK-4. 

Q. A l l r i g h t . Let's take a moment and use as an 

example the WK-4 l i n e , which i s the l i n e t h a t runs east t o 

west. W i t h i n — On t h a t l i n e there are shot p o i n t s , and 

how are the shot p o i n t s i d e n t i f i e d ? 

A. The shot p o i n t s are denoted by -- by the values 

i n f e e t . For instance, i f you look, y o u ' l l see one t h a t 

says 219 f e e t , which i s --

Q. A l l r i g h t . They would be the open c i r c l e s on the 

l i n e ? 

A. Yes. 

Q. And adjacent t o those shot p o i n t s which were 

r e l e v a n t t o you, you have put a footage value? 

A. Yes. 

Q. A l l r i g h t . When we look a t the WK-4 l i n e , as we 

move from east t o west, the f i r s t value I f i n d on the map 

i s 219 f e e t . Do you see that? 

A. Yes. 
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Q. Describe f o r us how you determined, you know, 

where t h a t number comes from. 

A. Well, the f i r s t t h i n g I d i d was t h a t I discussed 

the geology of the area w i t h our g e o l o g i s t , Edsel Neff. 

And then from t h a t , I looked at the seismic data. And from 

t h a t I developed an isopach map from the Strawn t o the 

Atoka. 

Q. When I'm looking a t shot p o i n t l i n e WK-F [ s i c ] 

and I've got the value of 219 f e e t , and then I go t o the 

next shot p o i n t t o the west i t ' s got a value of 268? 

A. Yes. 

Q. How f a r apart are those two shot points? 

A. Those are approximately 1100 f e e t . 

Q. When you're analyzing the seismic data, do you 

have a v a i l a b l e data t h a t d i s p l a y s the i n f o r m a t i o n between 

those two shot points? Let me ask you again. 

A. Can you please rephrase the question? 

Q. Sure. When I'm looking a t conventional logs --

A. Yes. 

Q. - - I ' v e got two p o i n t s i n the r e s e r v o i r , and I 

only can i n f e r what happens between them. I n a seismic 

l i n e run, don't I have i n f o r m a t i o n between those two 

points? 

A. Yes, you do. 

Q. And what k i n d of i n f o r m a t i o n are you seeing? 
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A. What I'm seeing between, l e t ' s say, the 219 value 

and the 268 value i s an increase i n the thickness from the 

Strawn t o the Atoka. 

Q. Using the d i s c i p l i n e s of your science and w i t h 

your experience, you can a c t u a l l y q u a n t i f y a thickness 

between those two shot p o i n t s , can you not? 

A. Yes, you can. 

Q. I s t h a t p a r t of the i n t e r p r e t a t i o n t h a t causes 

you t o place the t h i c k e s t p a r t of t h i s a l g a l mound i n the 

eastern p o r t i o n of the spacing u n i t ? 

A. Yes. 

Q. A l l r i g h t . Describe f o r us now -- You've used 

these other l i n e s and i n the same method have determined a 

thickness of the Strawn? 

A. Yes. 

Q. And then w i t h those values, you simply contour 

them together and honor the data p o i n t s ; i s t h a t not true? 

A. Yes, t h a t ' s what I have done. 

Q. A l l r i g h t . Give us an understanding of how you 

determined the thickness of the a l g a l mound. What k i n d of 

shape do you v i s u a l i z e , having looked at t h i s information? 

A. Well -- Could you ki n d of rephrase --

Q. Yeah, when you --

A. -- the question you asked? 

Q. You have defined a shape. 

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 

32 

A. Yes, I have. 

Q. I s t h a t shape consi s t e n t w i t h how you see other 

Strawn a l g a l mounds i n t h i s area? 

A. Yes. 

Q. And what k i n d of shape do they take a t the top of 

t h a t s t r u c t u r e ? 

A. They form k i n d of -- e s s e n t i a l l y what we consider 

a k i n d of a dome at the very top. 

Q. So when we look at the shot p o i n t values t h a t 

have a thickness ranging from 318 down t o 219, i s i t 

a p p r o p r i a t e , then, t o contour them so t h a t they do have a 

dome between those points? 

A. Yes, i t i s . 

Q. Do you see any reasonable -- I n your o p i n i o n , i s 

t h i s the optimum i n t e r p r e t a t i o n w i t h regards t o how t o 

i n t e r p r e t the data? 

A. Yes, i t i s . 

Q. And have you honored a l l the data points? 

A. Yes, I have. 

Q. What does i t t e l l you about the best place t o 

attempt t o re-enter the S t i l l i n g s w e l l and bottom i t i n 

t h i s a l g a l mound? 

A. From t h i s , one could d i s c e r n t h a t the optimum --

the optimum, I should say, bottomhole l o c a t i o n i s where the 

Strawn t o the Atoka i n t e r v a l i s the t h i c k e s t . 
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Q. And as p r o j e c t e d at t h i s p o i n t , i t i s going t o be 

at an unorthodox l o c a t i o n over towards the northeast corner 

of the spacing u n i t ? 

A. Yes. 

Q. Describe f o r me, Mr. McMillan, what you hope t o 

accomplish i n terms of v e r i f y i n g the accuracy of t h i s 

i n t e r p r e t a t i o n when you have a v a i l a b l e t o you the 3-D 

seismic data. 

A. With the 3-D data we hope t o help us b e t t e r 

l o c a t e so we can have the best w e l l p o s s i b l e . And I guess 

the best analogy i s what our g e o l o g i s t described e a r l i e r i n 

r e l a t i o n t o the Byers w e l l s . 

Q. Summarize f o r us as a geophysicist what you see 

t o have occurred i n the Byers w e l l s i t u a t i o n t h a t you're 

t r y i n g t o d u p l i c a t e over i n the S t i l l i n g s s i t u a t i o n . 

A. Well, the — I n the Byers w e l l s , as our g e o l o g i s t 

has s t a t e d e a r l i e r , we believed our optimum l o c a t i o n would 

have been t o the west. And because of the sideswipe, we 

were i n c o r r e c t . We went i n there and i n 1994 shot the 3-D, 

and we moved our l o c a t i o n t o the east, which turned out t o 

be the optimum l o c a t i o n f o r t h a t w e l l . 

And we b e l i e v e t h a t — Based on t h a t analogy, we 

b e l i e v e , and since i t ' s so close, t h a t t h i s i s a good --

since t h a t analogy worked i n the Byers l o c a t i o n , i t should 

work i n the S t i l l i n g s l o c a t i o n . 
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MR. KELLAHIN: That concludes ray examination of 

Mr. McMillan. 

We move the i n t r o d u c t i o n of h i s E x h i b i t Number 6. 

EXAMINER CATANACH: E x h i b i t Number 6 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. McMillan, the 2-D shot p o i n t s you have, l i k e 

say the 219 and the 2 68, what does t h a t number represent 

exactly? 

A. I t would represent the thickness from the top of 

the Strawn t o the Atoka i n t e r v a l . 

MR. KELLAHIN: I t may help you v i s u a l i z e , Mr. 

Examiner, i f y o u ' l l p u l l Mr. N e f f 1 s c r o s s - s e c t i o n . 

EXAMINER CATANACH: Got i t . 

MR. KELLAHIN: And he has marked what Mr. 

McMillan has isopached. There's an arrow on t h a t d i s p l a y . 

Q. (By Examiner Catanach) Okay. So t h a t j u s t 

includes the e n t i r e Strawn i n t e r v a l ? 

A. Yes, i t does. 

Q. Okay. The 2-D has i d e n t i f i e d the s t r u c t u r e i n 

t h i s 40-acre quarter s e c t i o n . What i s the 3-D seismic 

going t o t e l l you? I s i t j u s t going t o enable you t o k i n d 

of f i n e - t u n e the location? 

A. Yes, i t w i l l help us optimize where the best spot 
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t o d r i l l i t i s . 

Q. I s i t g o i n g t o g i v e you i n f o r m a t i o n t h a t may 

change t h e t h i c k n e s s ? 

A. Yes, t h a t ' s p o s s i b l e . 

Q. So i t c o u l d -- c o u l d update t h e t h i c k n e s s o f t h e 

r e s e r v o i r t h a t you've got? 

A. Yes, i t c o u l d . 

Q. But m o s t l y , i t would t e l l you -- b e t t e r t e l l you 

where t h a t t h i c k e s t p o r t i o n i s ? 

A. Yes, t h a t ' s . . . 

Q. Again, t h a t ' s l i k e l y t o change t h e b o t t o m h o l e 

l o c a t i o n t o some e x t e n t ? 

A. Yes. 

EXAMINER CATANACH: Okay, I t h i n k t h a t ' s a l l I 

have, Mr. K e l l a h i n . 

MR. KELLAHIN: A l l r i g h t , s i r . Thank you, Mr. 

Examiner. 

C a l l a t t h i s t i m e S c o t t Kimbrough. Mr. Kimbrough 

i s a d r i l l i n g e n g ineer w i t h Nearburg P r o d u c t i o n Company. 

E. SCOTT KIMBROUGH, 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. For t h e r e c o r d , s i r , would you p l e a s e s t a t e your 
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name and oc c u p a t i o n ? 

A. My name i s S c o t t Kimbrough. I'm a p e t r o l e u m 

e n g i n e e r f o r Nearburg Producing. 

Q. Mr. Kimbrough, on p r i o r o c c a s i o n s have you 

t e s t i f i e d b e f o r e t h e D i v i s i o n as a p e t r o l e u m e n g i n e e r ? 

A. No, I have n o t . 

Q. Summarize f o r us your e d u c a t i o n . 

A. I have a busines s degree and a l s o an e n g i n e e r i n g 

degree i n 1977 from Texas A&M. 

Q. And where do you r e s i d e ? 

A. I n Hobbs, New Mexico. 

Q. You're g o i n g t o have t o speak up, S c o t t . There's 

a f a n over my head and i t ' s h a r d t o hear you. 

As p a r t o f your r e g u l a r d u t i e s f o r Nearburg, do 

you h e l p them p l a n and d e s i g n w e l l programs and d r i l l i n g 

p l a n s ? 

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

Q. And do you a l s o a n a l y z e , p r e p a r e and r e v i e w c o s t s 

f o r c o n d u c t i n g those a c t i v i t i e s ? 

A. Yes. 

Q. And are those w i t h i n your d i s c i p l i n e as a 

p e t r o l e u m engineer? 

A. Yes. 

Q. And have you performed those d u t i e s i n t h i s case? 

A. Yes, I have. 
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MR. KELLAHIN: We tender Mr. Kimbrough as an 

expert petroleum engineer. 

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

Q. (By Mr. K e l l a h i n ) Let's t u r n t o the concept 

f i r s t , and then w e ' l l t a l k about your i n i t i a l plan f o r the 

w e l l . 

As p a r t of your study, have you made a conclusion 

w i t h regards t o the economic f e a s i b i l i t y of r e - e n t e r i n g the 

S t i l l i n g s w e l l and using t h a t wellbore as access, then, t o 

a p o s i t i o n i n the r e s e r v o i r ? 

A. Yes. 

Q. And what conclusion do you have? 

A. That i t would be very economic t o do t h a t . 

Q. Do you f i n d any m e c h a n i c a l - i n t e g r i t y issues w i t h 

regards t o the S t i l l i n g s well? 

A. No, I do not. 

Q. What's the vintage of t h a t wellbore? 

A. 1989. 

Q. I t has adequate casing, cementing and the r e s t of 

the components t h a t are important t o you t o make i t u s e f u l 

as a re-entry? 

A. Yes. 

Q. As p a r t of your d u t i e s , do you work w i t h 

c o n t r a c t o r s and others t o design a plan by which you could 

r e - e n t e r t h i s w e l l and get t o a p o s i t i o n i n the r e s e r v o i r 
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t h a t the g e o l o g i s t wants you t o be? 

A. Yes, I do. 

Q. I s the range of displacement f o r a d i r e c t i o n a l 

w e l l f o r t h i s p a r t i c u l a r p r o j e c t an unusual one? 

A. No, i t ' s not. 

Q. I n f a c t , t h i s i s r a t h e r o r d i n a r y and r o u t i n e when 

i t comes t o d i r e c t i o n a l d r i l l i n g , i s i t not? 

A. Yes, i t i s . 

Q. Let's take E x h i b i t Number 7. The i n i t i a l plan, 

as given t o you, i s t o take the S t i l l i n g s w e l l and a t a 

c e r t a i n t o t a l depth t o be at a c e r t a i n l o c a t i o n o f f the 

n o r t h and east sides of the spacing u n i t . What dimensions 

were you given i n order t o design a p o t e n t i a l d i r e c t i o n a l 

p l an f o r the well? 

A. I was given a bottomhole l o c a t i o n -- f i r s t of 

a l l , the surface l o c a t i o n , which I already — I had from 

the o r i g i n a l S t i l l i n g s w e l l , and then a bottomhole l o c a t i o n 

of 330 and — or, excuse me, 773 and 2310. 

Q. A l l r i g h t , 773 from the — 

A. — from the north l i n e , and 2310 from the west 

l i n e . 

Q. A l l r i g h t , l e t me s t a r t over so we don't make a 

mistake. The surface l o c a t i o n f o r the S t i l l i n g s w e l l as i t 

e x i s t s now i s 660 from the north? 

A. Yes, r i g h t . 
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Q. And 77 3 from the west? 

A. I'm s o r r y , i t ' s 330 from the n o r t h l i n e and 2310 

from the west l i n e . 

Q. 330 from the n o r t h and 2310 from the west, a t a 

c e r t a i n depth, i s going t o be the subsurface l o c a t i o n ? 

A. Yes. 

Q. And what was the depth you were t a r g e t i n g ? 

A. 12,500 f e e t . 

Q. A l l r i g h t , and you're s t a r t i n g --

A. True v e r t i c a l depth. 

Q. Yes, s i r , the t r u e v e r t i c a l depth i s 12,500? 

A. Right. 

Q. You're s t a r t i n g at the S t i l l i n g s w e l l , and where 

i s t h a t located i n i t s spacing u n i t ? I t ' s 660 from the 

n o r t h and 773 from the west, i s i t not? 

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

Q. A l l r i g h t . So you've got your two p o i n t s . Show 

us E x h i b i t 7 and how you p l o t how t o get t h e r e . 

A. E x h i b i t 7, which i s the d i r e c t i o n a l plan, the 

f i r s t page of i t i s the h o r i z o n t a l plan view. I t says 

"Departure" on i t . And I j u s t , of course, draw a l i n e from 

the one w e l l t o the other, and t h a t t u r n s out t o be 157 2 

f e e t n o r t h 77.88 degrees east. 

Q. I s the p l o t on t h i s scale t r u e t o scale? 

A. Yes, i t i s . 
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Q. So I can take a r u l e r , a one-inch r u l e r , and f i n d 

500 feet? 

A. Yes. 

Q. And have you scaled out f o r the Examiner's 

b e n e f i t what would be the n o r t h end of the spacing u n i t as 

w e l l as the western boundary of the spacing u n i t ? 

A. Yes. 

Q. And t h a t ' s the black l i n e below the e x h i b i t l a b e l 

s t i c k e r , i s i t not? That would be the n o r t h boundary l i n e ? 

A. Yes. I don't have t h a t l a b e l -- I don't have a 

l a b e l on i t . 

Q. A l l r i g h t . 

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

Q. That l i n e i s below the caption l i n e ? 

A. Yeah. 

Q. So there's no confusion as t o what l i n e you're 

l o o k i n g at? 

A. Right. 

Q. A l l r i g h t . Once you have a h o r i z o n t a l p o s i t i o n , 

t u r n t o page 2 and l e t ' s t a l k about the v e r t i c a l p r o f i l e . 

What are you going t o do? 

A. We are planning t o reconnect the surface casing 

and -- or the intermediate casing at the surface and go i n 

the hole and clean i t a l l -- clean out the e x i s t i n g cement 

plugs down t o probably 7000 f e e t , and then l a y a cement 
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p l u g i n t h e r e , dress i t o f f , and k i c k o f f a d i r e c t i o n a l 

w e l l a t a p p r o x i m a t e l y 6500 f e e t . 

Q. Why have you p i c k e d a p p r o x i m a t e l y 6500 f e e t as a 

k i c k o f f p o i n t ? 

A. S e v e r a l reasons, one of which i s -- t h e main 

reason i s , we do n o t want a l a r g e angle i n t h e w e l l . 

Q. And u s i n g t h a t k i c k o f f p o i n t , t h e n , you can 

m i n i m i z e t h e degree o f angle you have t o b u i l d i n o r d e r t o 

e s t a b l i s h a p o i n t a t which t h e n you can go i n a s t r a i g h t 

l i n e t o t h e b o t t o m h o l e t a r g e t ? 

A. R i g h t , t h a t ' s c o r r e c t . 

Q. A l l r i g h t . And what i s your degree o f a n g l e o f 

b u i l d per hundred f e e t as you go t h r o u g h t h a t angle? 

A. I t ' s two and a q u a r t e r degrees per hundred. 

Q. Very c o n s e r v a t i v e ? 

A. R i g h t , i t needs t o be t h a t much t o h o l d t h e 

a n g l e , b u t i t doesn't need t o be more. 

Q. A l l r i g h t . And t h e n you would c o n t i n u e t o t h e 

b o t t o m h o l e t a r g e t ? 

A. Yes. 

Q. D e s c r i b e f o r us what you're s e e k i n g t o do. At a 

c e r t a i n p o i n t i n t h e r e s e r v o i r , t h e n , you want t o have t h e 

f l e x i b i l i t y o f a c e r t a i n r a d i u s d i s t a n c e f o r a b o t t o m h o l e 

t a r g e t ? 

A. Yes. 
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Q. And we have picked approximately 100 f e e t as the 

bottomhole radius ta r g e t ? 

A. Right. 

Q. What i s the advantage of using a t a r g e t of t h a t 

s i z e f o r w e l l s a t t h i s depth? 

A. Smaller t a r g e t s w i l l -- can p o t e n t i a l l y cost you 

considerably more money. And the reason f o r t h a t i s , as 

you -- e s p e c i a l l y a t the depths t h a t we're t a l k i n g about 

here, when you get t o these depths a l o t of times you may 

have t o make c o r r e c t i o n runs, and those take considerable 

time t o make and considerable money, and we're t a l k i n g i n 

the $10,000 t o $30,000 range. 

Q. Okay. I f the subsequent 3-D seismic work 

r e q u i r e s the optimum l o c a t i o n t o be adjusted other than you 

have planned at t h i s p o i n t , i s i t d i f f i c u l t t o make the 

adjustments? 

A. No, no, i t i s not. This i s a conceptual t h i n g 

here, and we can — we can make the adjustment e i t h e r by 

angle or by k i c k o f f p o i n t . 

Q. The concept i s s t i l l the same: You would simply 

a d j u s t the angle and the length of t h a t run and h i t the 

bottomhole t a r g e t as the g e o l o g i s t proposed? 

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

Q. A l l r i g h t . A f t e r you d r i l l the w e l l , i s there 

any unusual way by which the w e l l i s cased, cemented or 
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completed? 

A. No, t h e r e i s n o t . 

Q. I t would l o o k j u s t l i k e a v e r t i c a l w e l l i n terms 

o f i t s c a s i n g program and cementing program? 

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

Q. Okay. L e t ' s t u r n now t o t h e c o s t i s s u e . I f 

y o u ' l l l o o k a t what i s marked as E x h i b i t Number 8, what i s 

shown on t h i s d i s p l a y ? 

A. What you have here i s a comparison o f two AFEs. 

I f you l o o k on t h e f i r s t page, y o u ' l l see "Re-entry", "New 

D r i l l " , and i t says "BCP" -- t h a t ' s b e f o r e c a s i n g p o i n t --

and t h e n "Re-entry", "New D r i l l " , "ACP" — t h a t ' s a f t e r 

c a s i n g p o i n t -- and t h e n you have t o t a l s , and t h e n a 

d i f f e r e n c e . 

The second page -- t h e f i r s t page --

Q. W e l l , b e f o r e you l e a v e i t , now, t h e d i f f e r e n c e 

t o t a l -- i f t h e d i f f e r e n c e v a l u e i n terms o f d o l l a r s i s i n 

p a r e n t h e s e s , t h a t i s a v a l u e r e f l e c t i v e o f a new d r i l l ? 

A. That i s t h e v a l u e o f t h e s a v i n g s o f d r i l l i n g --

o f r e - e n t e r i n g t h e S t i l l i n g s , versus a new d r i l l . 

Q. A l l r i g h t . And i f i t ' s w i t h o u t a p a r e n t h e s e s , 

t h a t i s a c o s t i n excess of what t h e new d r i l l would have? 

Did I say t h a t r i g h t ? 

A. I n excess of what t h e r e - e n t r y --

Q. A l l r i g h t . 
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A. -- would be, i f you d r i l l e d t h e new d r i l l . 

Q. When we read down t o t h e second page --

A. The f i r s t page i s i n t a n g i b l e s , t h e second page i s 

t a n g i b l e c o s t s . 

Q. A l l r i g h t , l e t ' s l o o k a t t h e bottom o f t h e f i r s t 

page, t h e n , and have you l o o k a t t h e t o t a l and show us what 

t h e n e t d i f f e r e n c e i s . 

A. Okay, t h e n e t d i f f e r e n c e on t h e f i r s t page i s 

$32,890. 

Q. I n which d i r e c t i o n ? That's an advantage f o r t h e 

r e - e n t r y , r i g h t ? 

A. That's c o r r e c t . That's an i n t a n g i b l e s . 

Q. Okay. And t h e n on t h e second page a r e t h e 

t a n g i b l e s , and what's t h e bottom l i n e ? 

A. The bottom l i n e t h e r e i s a c o m b i n a t i o n o f t h e 

t a n g i b l e s and i n t a n g i b l e s , which i s $111,000, p l u s o r 

minus, d o l l a r s . 

Q. And two l i n e s above t h a t i s t h e t o t a l on t h e 

t a n g i b l e s , and i t shows an advantage f o r t h e r e - e n t r y o f 

$78,500? 

A. R i g h t , and t h a t b a s i c a l l y i s t h e s u r f a c e c a s i n g 

and i n t e r m e d i a t e c a s i n g . 

Q. T o t a l s a v i n g s u s i n g t h e r e - e n t r y p l a n as opposed 

t o a new d r i l l i s $111,000? 

A. R i g h t , p l u s or minus $100,000. 
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MR. KELLAHIN: That concludes my e x a m i n a t i o n o f 

Mr. Kimbrough. 

We move t h e i n t r o d u c t i o n o f h i s E x h i b i t s 7 and 8. 

EXAMINER CATANACH: E x h i b i t s 7 and 8 w i l l be 

a d m i t t e d as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Your t o t a l w e l l c o s t s are $819,980; i s t h a t 

c o r r e c t ? 

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

Q. R i g h t o f f t h e bat on page 1, you've g o t a 

$200,000 s a v i n g s on d r i l l i n g f o o t a g e . 

A. That's r e a l l y -- The second l i n e t h e r e , t h e 

d r i l l i n g daywork c o s t , f o o t a g e , would be i f we -- I f we 

d r i l l e d a new w e l l , we would f o o t a g e t h e new w e l l . I f we 

r e - e n t e r e d t h e w e l l and s i d e t r a c k e d i t , we would have t o do 

t h a t on day work. So those compensate. They -- You know, 

t h e y o f f s e t each o t h e r somewhat. 

Y o u ' l l see t o o t h a t -- Mr. Examiner, under r i g 

m o b i l i z a t i o n and d e m o b i l i z a t i o n , which i s t h e f o u r t h l i n e 

down, t h e r e ' s $23,000 p l u s t h e $119,000 under t h e daywork, 

and t h o s e two added t o g e t h e r o f f s e t t h e d r i l l i n g f o o t a g e 

number. 

Q. You're g o i n g t o have t o -- Was t h e i n t e r m e d i a t e 

c a s i n g p u l l e d i n t h a t w e l l ? 
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A. No, s i r , i t ' s -- Cement i s c i r c u l a t e d t o s u r f a c e . 

Q. So you're j u s t g o i n g t o have t o s e t p r o d u c t i o n 

c a s i n g ? 

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

Q. There doesn't appear t o be as much s a v i n g s as I 

t h o u g h t i t m i g h t be, but you -- These are your b e s t 

e s t i m a t e s ? 

A. Yes, s i r . 

Q. Okay. 

A. We c o u l d say more. I don't always l i k e t o p u t 

t h e low, low numbers on these , as you p r o b a b l y know. 

Q. So i t may n o t a c t u a l l y come up t o $819,000? 

A. Yes, i t c o u l d be somewhat l e s s t h a n t h a t , i f 

e v e r y t h i n g was t o go e x a c t l y r i g h t . But I have t o do a 

m i d d l e - o f - t h e - r o a d AFE. 

Q. Okay. I s t h i s g o i n g t o change -- How i s t h i s 

g o i n g t o change r e l a t i v e t o changing t h e w e l l l o c a t i o n ? I f 

your b o t t o m h o l e l o c a t i o n changes, i s your AFE g o i n g t o 

change c o n s i d e r a b l y ? 

A. No, n o t c o n s i d e r a b l y . Most o f t h e money -- I 

o n l y have about $50,000 i n here f o r d i r e c t i o n a l c o s t , and 

t h o s e numbers, whether you k i c k t h e t h i n g t o 10 degrees or 

t o 20 degrees, i t ' s g o i n g t o t a k e you about t h e same p e r i o d 

o f t i m e . So i t w i l l n o t a f f e c t i t a p p r e c i a b l y . 

Q. I f you don't d r i l l as f a r as you've g o t proposed 
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r i g h t now, i t would a f f e c t i t somewhat, w o u l d n ' t i t ? 

A. Yes. 

EXAMINER CATANACH: I b e l i e v e t h a t ' s a l l I have, 

Mr. K e l l a h i n . 

MR. KELLAHIN: Mr. Examiner, my l a s t e x h i b i t i s 

E x h i b i t 9. I t ' s t h e c e r t i f i c a t e o f m a i l i n g t o t h e p a r t i e s 

t o be p o o l e d and t o t h e o f f s e t o p e r a t o r s and i n t e r e s t 

owners. 

I need t o h o l d i t u n t i l a f t e r t h e h e a r i n g , 

because I t h i n k t h e r e ' s a couple o f pages m i s s i n g . A l l t h e 

green c a r d s have been c o p i e d , b u t t h e r e a r e a co u p l e o f 

the s e m a i l e d n o t i c e s t h a t were s e n t , and I need t o make 

c o p i e s o f t h o s e . 

So i f I may submit t h a t f o l l o w i n g t h e h e a r i n g , I 

would a p p r e c i a t e i t . 

EXAMINER CATANACH: Okay. 

MR. KELLAHIN: That concludes t h e evidence 

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

My r e q u e s t a t t h i s p o i n t i s t o c o n t i n u e and t o 

r e a d v e r t i s e t h e case i n o r d e r t o c r e a t e t h e o p p o r t u n i t y f o r 

Nearburg and i t s p a r t n e r s t o have t h e o p e r a t i o n a l 

f l e x i b i l i t y t o a d j u s t t h e bo t t o m h o l e o f t h e w e l l . 

And what we're p r o p o s i n g i s t o t a k e E x h i b i t 

Number 2 as an i l l u s t r a t i o n so t h a t you can v i s u a l i z e our 

t a r g e t . 
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My r e q u e s t e d s o l u t i o n f o r t h e i s s u e i s t o seek 

a p p r o v a l by r e a d v e r t i s i n g so t h a t Nearburg would be 

a u t h o r i z e d t o access t h e r e s e r v o i r a t any p o i n t w i t h i n t h e 

s p a c i n g u n i t , so l o n g as t h e y remain c o n f i n e d t o t h e 

d r i l l i n g p r o d u c i n g window t h a t you see on E x h i b i t Number 2, 

whi c h b a s i c a l l y on t h e n o r t h boundary i s a 330 set b a c k , on 

t h e e a s t boundary i s a 330 setback, on t h e s o u t h 330, and 

t h e n on t h e -- on t h e west boundary i t i s a l i n e t h a t i s 

330 e a s t o f t h e s u r f a c e l o c a t i o n f o r t h e S t i l l i n g s w e l l . 

A l l t h o s e dimensions have been d i s p l a y e d f o r you on t h e 

e x h i b i t . 

We would undertake t o r e n o t i f y t h e o f f s e t s , t o 

make sure t h a t t h e r e i s no o b j e c t i o n t o t h e a d j u s t m e n t o f 

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

We would propose t o f i l e w i t h you a t t h e t i m e t h e 

o p e r a t o r commences t h e w e l l a bo t t o m h o l e t a r g e t w i t h i n a 

1 0 0 - f o o t r a d i u s , which may be a d j u s t e d because o f 3-D 

s e i s m i c work, and t h a t would s p e c i f i c a l l y i d e n t i f y f o r t h e 

D i v i s i o n , t h e n , t h e bottomhole l o c a t i o n o f t h e w e l l , and we 

would u n d e r t a k e t o o b t a i n and submit t h e d i r e c t i o n a l 

s u r v e y s n o r m a l l y r e q u i r e d under Rule 111. 

EXAMINER CATANACH: A l l r i g h t . As I u n d e r s t a n d 

i t , you would have t o -- we would have t o r e a d v e r t i s e f o r 

t h e October 1 9th — 

MR. KELLAHIN: Yes, s i r . 
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EXAMINER CATANACH: — h e a r i n g — 

MR. KELLAHIN: Yes, s i r . 

EXAMINER CATANACH: -- which would g i v e you t i m e 

t o r e n o t i f y o f f s e t o p e r a t o r s ? 

MR. KELLAHIN: Yes, s i r , i t would. 

EXAMINER CATANACH: The n o t i c e you would p r o v i d e 

t o o f f s e t o p e r a t o r s would be t h a t t h e b o t t o m h o l e l o c a t i o n 

would be i n t h e window you j u s t d e s c r i b e d t o me? 

MR. KELLAHIN: Yes, s i r . And i f t h e r e ' s 

o b j e c t i o n , t h e n t h e y c o u l d come t o h e a r i n g on t h e 1 9 t h o f 

October and we c o u l d d i s c u s s i t . 

EXAMINER CATANACH: Mr. K e l l a h i n , do you know 

when t h e 3-D s e i s m i c w i l l be a v a i l a b l e and i n t e r p r e t e d and 

when t h e n e x t l o c a t i o n w i l l be p i c k e d , or when t h e l o c a t i o n 

w i l l be de t e r m i n e d , t h e f i n a l l o c a t i o n ? 

MR. KELLAHIN: I t i s our g r e a t hope and 

e x p e c t a t i o n t h a t t h a t would be done p r i o r t o t h e October 

19 t h h e a r i n g d a t e . And so i t may be p o s s i b l e a t t h e a c t u a l 

h e a r i n g t o p r o v i d e you a more p r e c i s e b o t t o m h o l e l o c a t i o n . 

But i n o r d e r t o meet t h e n o t i c e r e q u i r e m e n t s f o r 

t h a t d o c k e t , I have t o make a d e c i s i o n by t h i s Monday, and 

t h e o n l y d e c i s i o n I can make i s t o ask f o r t h i s d r i l l i n g 

window t h a t I'm l o o k i n g a t . 

EXAMINER CATANACH: Okay, I'm a g r e e a b l e t o 

r e a d v e r t i s i n g as you proposed. 
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What I would suggest, however, i s t h a t i f t h e 

da t a i s a v a i l a b l e a t t h e October 19th h e a r i n g , I t h i n k we 

need a t l e a s t a g e o p h y s i c i s t t o come i n and t e s t i f y as t o 

t h e new l o c a t i o n . 

MR. KELLAHIN: We w i l l be pl e a s e d t o b r i n g Mr. 

M c M i l l a n back, and/or o t h e r g e o l o g i c e x p e r t s t o p r e s e n t 

t h a t d a t a . 

EXAMINER CATANACH: Because i f you e s s e n t i a l l y 

change your l o c a t i o n , i t ' s g o i n g t o be based on d a t a t h a t I 

have n o t seen, and we need t o see i t . 

MR. KELLAHIN: We're w e l l aware o f t h a t , Mr. 

Examiner, and we w i l l b r i n g t h e e x p e r t s t o d i s c u s s t h a t 

w i t h you. 

EXAMINER CATANACH: Okay. One o t h e r p o i n t . I'm 

no t s u r e t h a t I'm s a t i s f i e d i n my own mind about -- I t may 

v e r y w e l l be adequate, b u t I'm n o t sure I'm s a t i s f i e d w i t h 

r e g a r d s t o t h e e f f o r t t h a t was p u t f o r t h i n f i n d i n g t h e 

R i l e y i n t e r e s t . 

MR. KELLAHIN: I f you would l i k e t o t a k e a 

mi n u t e , I can c a l l Mr. Ov/en, who's p r e s e n t now, and who 

a c t u a l l y was r e s p o n s i b l e f o r t h a t e f f o r t , and he w i l l 

d e s c r i b e i n more d e t a i l what he d i d . 

EXAMINER CATANACH: Maybe we ought t o t a k e care 

o f t h a t now. 

MR. KELLAHIN: L e t ' s do t h a t now. 
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EXAMINER CATANACH: A l l r i g h t . 

MR. KELLAHIN: Mr. Owen has n o t been sworn, Mr. 

Examiner. 

BILL OWEN, 

th e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn upon 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Owen, f o r t h e r e c o r d would you p l e a s e s t a t e 

y o ur name and oc c u p a t i o n ? 

A. B i l l Owen. I'm l a n d manager f o r David P e t r o l e u m 

and M c M i l l a n P r o d u c t i o n . 

Q. On p r i o r o ccasions have you t e s t i f i e d as an 

e x p e r t p e t r o l e u m landman? 

A. Yes. 

Q. Have you knowledge about your company's e f f o r t s 

o r your own p e r s o n a l e f f o r t s t o f i n d Ms. R i l e y w i t h r e g a r d s 

t o t h e commitment of her i n t e r e s t w i t h i n t h i s s p a c i n g u n i t 

f o r t h e r e - e n t r y o f t h e S t i l l i n g s w e l l ? 

A. Yes. 

MR. KELLAHIN: We t e n d e r Mr. Owen as an e x p e r t 

landman. 

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

Q. (By Mr. K e l l a h i n ) Summarize f o r us, Mr. Owen, 

what have h i s t o r i c a l l y been your e f f o r t s t o l o c a t e Ms. 
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R i l e y , and then what subsequently happened where you could 

no longer f i n d her, and then what e f f o r t s you undertook t o 

t r y t o r e l o c a t e her. 

A. As was p r e v i o u s l y s t a t e d , we leased from Ms. 

R i l e y back i n the 1980s. She was not easy t o f i n d a t t h a t 

time. However, we located her i n C a l i f o r n i a . We bought an 

o i l and gas lease from her. The lease expired, and several 

years have gone by since the e x p i r a t i o n of t h a t lease. 

When we went t o go back t o lease t o her again, 

i n i t i a l l y we simply t r i e d t o contact her by phone. We 

found there was no phone l i s t i n g . We thought p o s s i b l y she 

d i d have an u n l i s t e d number. 

We wrote one l e t t e r t o her t h a t came back. We 

have subsequently sent a second l e t t e r t o her t h a t also was 

ret u r n e d . That was a c e r t i f i e d l e t t e r . 

Subsequent t o t h a t , we had another independent 

landman do some a d d i t i o n a l work. He d i r e c t l y contacted, at 

my request, several of Ms. Riley's ex-neighbors t h a t l i v e d 

i n the same complex where she l i v e d . They said t h a t she 

has been gone f o r some time. I r e c a l l probably i n excess 

of a year t o two years. They had no idea v/here here 

whereabouts might be. 

Q. You're dealing w i t h her i n an attempt t o loca t e 

her a t her l a s t known address t o you? 

A. That's c o r r e c t . 
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Q. And was t h i s i n Monterey, C a l i f o r n i a ? 

A. Yes, i t was. 

Q. A l l r i g h t , please continue. 

A. I n a d d i t i o n t o t h a t , we've also had a ser v i c e i n 

C a l i f o r n i a t h a t runs checks on e i t h e r -- whether i t be a 

date of b i r t h , a d r i v e r ' s license number, Social S e c u r i t y 

number. I believe what we had on her was Social S e c u r i t y 

number, and we have provided t h a t i n f o r m a t i o n t o them, and 

they have not been able t o come up w i t h any s p e c i f i c Rileys 

t h a t we t h i n k would be the r i g h t person. 

We continue, I would p o i n t out, t o t h i s day, and 

po s s i b l y -- I t a l k e d t o one of our landmen, our c o n t r a c t 

landmen, t h a t were working on t r y i n g t o locat e Ms. R i l e y 

j u s t several days ago t o see i f he had any update 

i n f o r m a t i o n . He was s t i l l w a i t i n g t o hear back from one of 

the other services. I t ' s a p r i v a t e - i n v e s t i g a t i v e - t y p e 

agency t h a t helps locate people. 

And a t t h i s p a r t i c u l a r time we have s t i l l not 

been able t o locate her. But our e f f o r t s -- Regardless of 

the f a c t of the size of the i n t e r e s t , we p r e f e r t o have the 

e n t i r e block of acreage leased up, and so we have continued 

t o t h i s day, and w i l l continue, t o lo c a t e Ms. R i l e y . 

MR. KELLAHIN: That concludes my examination of 

Mr. Owen. 

EXAMINER CATANACH: I have nothing of 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 

54 

w i t n e s s . He may be excused. 

MR. KELLAHIN: That concludes our p r e s e n t a t i o n i n 

t h i s case. 

EXAMINER CATANACH: Okay, Mr. K e l l a h i n , you're 

g o i n g t o f i l e an amended A p p l i c a t i o n f o r t h e October 1 9th 

h e a r i n g ? 

MR. KELLAHIN: Yes, Mr. Examiner, a t your 

d i r e c t i o n . 

EXAMINER CATANACH: Okay. I s t h e r e a chance t h a t 

t h i s w e l l may be spudded e i t h e r p r i o r t o t h e October 1 9th 

or a f t e r t h e October 19th and b e f o r e t h e e n t r y o f an o r d e r , 

t o meet t h e November 1 s t d r i l l i n g d e a d l i n e ? 

MR. KELLAHIN: I don't know t h e answer t o t h e 

q u e s t i o n . 

( O f f t h e r e c o r d ) 

MR. KELLAHIN: Mr. Examiner, t h e p a r t i e s i n v o l v e d 

s a i d t h e y would commit n o t t o spudding t h e w e l l b e f o r e t h e 

19t h . They v e r y much want t h e 3-D s e i s m i c work. I t w i l l 

p r o b a b l y t a k e v e r y much t h e t o t a l p e r i o d o f t i m e between 

now and t h e n t o make t h a t d e c i s i o n . 

Whether or not t h e y w i l l be compelled t o spud t h e 

w e l l between t h e 19th and p r i o r t o you i s s u i n g an o r d e r i s 

beyond us t o dec i d e a t t h i s p o i n t . 

EXAMINER CATANACH: Okay, b u t i t w i l l n o t be 

spudded b e f o r e t h e 19th? 
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MR. KELLAHIN: That's r i g h t . 

EXAMINER CATANACH: Okay. A l l r i g h t . Then t h a t 

b e i n g -- I s t h a t i t ? 

MR. KELLAHIN: Yes, s i r . 

EXAMINER CATANACH: Okay. W e l l , I ' l l r e l y on you 

t o f i l e t h e amended A p p l i c a t i o n f o r t h e October 1 9 t h 

h e a r i n g . 

And w i t h t h a t , w e ' l l go ahead and c o n t i n u e and 

r e a d v e r t i s e t h i s case, 11,389, f o r t h e October 19th 

h e a r i n g . 

MR. KELLAHIN: A l l r i g h t . Thank you, Mr. 

Examiner. 

EXAMINER CATANACH: Thank you. 

(Thereupon, these p r o c e e d i n g s were concluded a t 

2:17 p.m.) 

* * * 

I do hpp>hy certify thai the forecoing is 

.cardie cn \&5Z: 

, Examiner 
Oii Conservation Division 
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