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

8:27 a.m.: 

EXAMINER STOGNER: A l l r i g h t , a t t h i s time I ' l l 

c a l l Case Number 12,015. 

MR. CARROLL: A p p l i c a t i o n of Gruy Petroleum 

Management f o r an unorthodox w e l l l o c a t i o n and simultaneous 

d e d i c a t i o n , Lea County, New Mexico. 

EXAMINER STOGNER: C a l l f o r appearances. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. We represent Gruy Petroleum Management 

Company i n t h i s matter, and I have th r e e witnesses. 

MR. GALLEGOS: Mr. Examiner, I'm Gene Gallegos. 

Along w i t h me i s Michael Condon. We're appearing on behalf 

of Doyle Hartman. We w i l l have one witness. 

MR. CARR: May i t please the Examiner, a t t h i s 

time we would request t h a t t h i s case be consolidated f o r 

the purpose of hearing w i t h Case 12,017, which i s also an 

A p p l i c a t i o n of Gruy f o r an unorthodox l o c a t i o n and 

simultaneous d e d i c a t i o n . 

We have discussed t h i s w i t h counsel f o r Mr. 

Hartman, and I beli e v e we agree t h a t i t would be most 

e f f i c i e n t t o present them a t one time. 

MR. GALLEGOS: We j o i n i n t h a t motion, Mr. 

Examiner. 
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EXAMINER STOGNER: At t h i s time, then, I ' l l c a l l 

Case Number 12,017. 

MR. CARROLL: A p p l i c a t i o n of Gruy Petroleum 

Management f o r an unorthodox w e l l l o c a t i o n and simultaneous 

d e d i c a t i o n , Lea County, New Mexico. 

EXAMINER STOGNER: Other than the A p p l i c a n t and 

re p r e s e n t a t i v e s of Doyle Hartman, are the r e any appearances 

i n e i t h e r or both of these cases? 

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 Armstrong Energy Corporation, who's an 

i n t e r e s t e d p a r t y i n these cases. 

EXAMINER STOGNER: Mr. K e l l a h i n , do you have any 

witnesses? 

MR. KELLAHIN: No, s i r , I do not. 

EXAMINER STOGNER: I s there any need f o r opening 

remarks or comments a t t h i s time? 

MR. CARR: No, s i r . 

MR. GALLEGOS: No. 

EXAMINER STOGNER: A l l r i g h t . I n t h a t case, Mr. 

Carr? 

MR. CARR: May i t please the Examiner, a t t h i s 

time we would c a l l Mr. Greg Jessup, J-e-s-s-u-p. 

MR. CARROLL: Swear the witnesses. 

EXAMINER STOGNER: Oh, I ' l l t e l l you what. 
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Before we continue, I ' l l have a l l witnesses please stand t o 

be sworn a t t h i s time. 

(Thereupon, the witnesses were sworn.) 

EXAMINER STOGNER: Mr. Carr? 

GREGORY L. JESSUP. SR.. 

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. Gregory L. Jessup, Senior. 

Q. And where do you reside? 

A. Mesquite, Texas. 

Q. By whom are you employed? 

A. Gruy Petroleum Management Company, which i s a 

whol l y owned s u b s i d i a r y of Magnum-Hunter Resources, 

Incorporated. And i n p o i n t of f a c t , Magnum-Hunter 

Production, Incorporated, holds t i t l e t o a l l our 

p r o p e r t i e s , and Gruy operates those p r o p e r t i e s . 

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

Management Company? 

A. I'm the v i c e president of land. 

Q. 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. 

STEVEN T. BRENNER, CCR 
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Q. Could you summarize your educational background 

f o r Mr. Stogner? 

A. I have a BBA i n management from Texas Tech 

U n i v e r s i t y , 1975, and continuing-education courses 

i n c l u d i n g o i l and gas c o n t r a c t s , U n i v e r s i t y of Tulsa. 

Q. Are you a c e r t i f i e d petroleum landman? 

A. Yeah, I'm a c e r t i f i e d p r o f e s s i o n a l landman, i s 

a c t u a l l y the t i t l e , through the AAPL. 

Q. Could you b r i e f l y review your work experience f o r 

Mr. Stogner? 

A. From 1977 t o 1982 I was an independent landman, 

and I was h i r e d by Kim Petroleum Corporation i n Dallas as 

land manager and held t h a t p o s i t i o n from 1982 t o 1997, and 

then was h i r e d by Gruy as land manager — i t was May of 

1997. 

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 s f i l e d on 

behalf of Gruy i n these consolidated cases? 

A. Yes. 

Q. And are you f a m i l i a r w i t h the s t a t u s of the lands 

i n t he subject p o r t i o n of the Rhodes Gas Pool? 

A. Yes. 

MR. CARR: We tender Mr. Jessup as an expert 

witness i n petroleum land matters. 

EXAMINER STOGNER: Any objection? 

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

STEVEN T. BRENNER, CCR 
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EXAMINER STOGNER: Mr. Jessup i s so q u a l i f i e d . 

Q. (By Mr. Carr) Mr. Jessup, i n i t i a l l y would you 

summarize f o r the Examiner what i t i s t h a t Gruy Petroleum 

Management Company seeks i n these consolidated 

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

A. Concerning 12,015, i t ' s f o r an approval of an 

unorthodox gas w e l l l o c a t i o n f o r the Rhodes Federal U n i t 

Well Number 43, being 2310 f e e t from the south l i n e and 

9900 f e e t from the west l i n e of Section 4, which i s 26 

South, 37 East, Lea County, and — 

Q. That w e l l l o c a t i o n i s 990 from the west l i n e ? 

A. Yes, 990 from the west l i n e . 

And then the simultaneous d e d i c a t i o n of the 

southwest quarter of Section 4 t o the Rhodes Federal U n i t 

Well Numbers 43, 415 and 41, t o form a standard gas spacing 

u n i t i n the Rhodes-Yates-Seven Rivers Gas Pool. 

Q. Okay, what about Case 12,017? 

A. That's f o r the approval of an unorthodox gas w e l l 

f o r our Rhodes State Com Well Number 5, and t h a t ' s l o cated 

330 f e e t from the n o r t h l i n e and 2 310 f e e t from the west 

l i n e of Section 16, and t h a t ' s 26 South, 37 East, Lea 

County. 

Q. Also i n t h a t case you're seeking the simultaneous 

d e d i c a t i o n of w e l l s i n the northwest of 16? 

A. Right, i n the northwest q u a r t e r of Section 16 t o 

STEVEN T. BRENNER, CCR 
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t h i s w e l l , the Gruy Rhodes State Com Wells Number 18 and 

19, t o form a standard gas spacing u n i t i n the Rhodes-

Yates-Seven Rivers Gas Pool. 

Q. B r i e f l y , what r u l e s govern the development of gas 

u n i t s i n the Rhodes-Yates-Seven Rivers Gas Pool? 

A. Well, t h a t would be the statewide r u l e s , 160-acre 

gas w e l l spacing and 660-foot setbacks. 

Q. I s Gruy i n t h i s case today seeking any change i n 

the pool r u l e s f o r the Rhodes Gas Pool or the Rhodes O i l 

Pool? 

A. No. 

Q. Let's go t o what has been marked as Gruy E x h i b i t 

Number 1, and I would ask you t o i d e n t i f y t h i s and review 

i t f o r the Examiner. 

A. Okay, t h i s i s f o r the — t o show the pool 

boundaries. We got these from the OCD p l a t s . 

The Rhodes Gas Pool shows th e r e as depicted i n 

the red, and the Rhodes O i l Pool i s depicted i n the blue. 

And then i n the green, t h a t shows the spacing 

u n i t s . We've got t h i s i n f o r m a t i o n from B u r l i n g t o n , and 

t h i s i d e n t i f i e s a l l the spacing u n i t s . 

We also show some crosshatched areas i n t h e r e . 

Those s i g n i f y the nonstandard u n i t s t h a t are w i t h i n t h i s 

area. 

And we also show the w e l l l o c a t i o n s i n the two 

STEVEN T. BRENNER, CCR 
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areas t h a t are the subject of t h i s hearing, the southwest 

q u a r t e r of Section 4, and the northwest q u a r t e r of Section 

16. And you can see also there's numerous m u l t i - w e l l 

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

Q. Mr. Jessup, l e t ' s go t o what's been marked as 

Gruy E x h i b i t Number 2. What p o r t i o n of t h i s e x h i b i t d i d 

you prepare? 

A. The p o r t i o n , a t l e a s t , t h a t was prepared under my 

d i r e c t i o n are those columns — they would be t o the l e f t of 

the s t a t u s column. 

Q. Okay, and then the remainder of the e x h i b i t was 

prepared by Mr. Lee, who w i l l t e s t i f y l a t e r ? 

A. Yeah, H.C. Lee, r i g h t . 

Q. What does the l e f t - h a n d p o r t i o n of t h i s e x h i b i t 

show? 

A. Well, what i t shows are nonstandard spacing u n i t s 

t h a t are i n t h i s pool, and the spacing u n i t s were — 

t hey're located more than one producing w e l l . 

Q. B a s i c a l l y , t h i s i s j u s t a t a b u l a r summary of 

i n f o r m a t i o n t h a t i s shown on Gruy E x h i b i t Number 1; i s t h a t 

c o r r e c t ? 

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

Q. The remainder of the e x h i b i t r e l a t e s t o the 

t e c h n i c a l p o r t i o n of the case? 

A. Yeah, t h a t ' s — Mr. Lee prepared t h a t . 

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 

13 

Q. Let's go t o Gruy E x h i b i t Number 3. What i s t h i s ? 

A. Okay, t h i s i s a schedule of o f f s e t o i l operators. 

Now, t h i s also shows the standard spacing u n i t , which i s i n 

red, the southwest quarter of Section 4. I t shows the 

su b j e c t w e l l s . They're depicted as RFU — Rhodes Federal 

U n i t 43, 41 and 415. 

Forty-one and 4 3 — Or excuse me, 41 i s an 

e x i s t i n g w e l l , 43 i s a recompleted w e l l , and the 415 has 

been d r i l l e d . 

And i f you look — Well, the blue d e p i c t s the o i l 

operators themselves, and then i f you look a t the back, the 

attached l i s t i d e n t i f i e s them. 

And as f a r as the gas r i g h t s , Gruy i s the o f f s e t 

operator. 

Q. And what we're showing here i s j u s t the 

o f f s e t t i n g o i l operators? 

A. That's r i g h t . 

Q. Okay. I f I look at t h i s e x h i b i t , Armstrong 

Energy owns a t r a c t i n the — t h a t o f f s e t s the proposed — 

the s u b j e c t spacing u n i t i n the northeast of Section 8; i s 

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

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

Q. There i s one w e l l l o c a t i o n shown i n Section 8? 

A. Yes, one l o c a t i o n . 

Q. That's i n U n i t I? 

STEVEN T. BRENNER, CCR 
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A. Yes, s i r . 

Q. What i s the st a t u s of t h a t w ell? 

A. I t ' s been d r i l l e d . 

Q. And who d r i l l e d t h a t well? 

A. Armstrong. 

Q. Are there any other plans t o develop Section 8 

w i t h any a d d i t i o n a l d r i l l i n g i n t h a t section? 

A. No. 

Q. Now, l e t ' s go t o Gruy E x h i b i t Number 4. W i l l you 

i d e n t i f y and review t h a t ? 

A. This i s a schedule of o f f s e t o i l and gas 

operators. Here again, depicted i n red, i t shows the 

standard spacing u n i t t h a t we're discussing, northwest 

q u a r t e r of Section 16. 

The w e l l s t h a t are shown are the Rhodes State Com 

18, which i s an e x i s t i n g w e l l , 19, which i s also an 

e x i s t i n g w e l l , and those are p r e s e n t l y producing 

c o n c u r r e n t l y . And then i t also shows Rhodes State Com 

Number 5, which has been d r i l l e d . 

The o f f s e t owners are shown on a p l a t . O i l i s 

blue, and the gas i s shown i n green. And i f you t u r n the 

page, they're i d e n t i f i e d on the attached l i s t . 

Q. I n the subject spacing u n i t , the Wells Numbers 18 

and 19, are those w e l l s t h a t you acquired from Burlington? 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. And they were co n c u r r e n t l y producing on t h i s u n i t 

w h i l e operated by B u r l i n g t o n — 

A. Yes. 

Q. — i s t h a t r i g h t ? 

A. Yes. 

Q. Based on your review of the t i t l e i n f o r m a t i o n i n 

the area, does i t appear t o you t h a t Mr. Hartman owns any 

i n t e r e s t i n any of the p r o p e r t i e s immediately o f f s e t t i n g 

e i t h e r of the subject spacing u n i t s ? 

A. No. 

Q. Are E x h i b i t s 5 and 6 n o t i c e a f f i d a v i t s which 

co n f i r m t h a t n o t i c e of t h i s hearing has been provided i n 

accordance w i t h O i l Conservation D i v i s i o n Rules and 

Regulations? 

A. Yes. 

Q. And t o whom has n o t i c e been provided? 

A. A l l of the o f f s e t o i l and gas operators. 

Q. W i l l Gruy c a l l an a d d i t i o n a l witness t o review 

the background events which r e s u l t e d i n the d r i l l i n g of the 

w e l l s which are the subject of t h i s hearing? 

A. Yes. 

Q. W i l l Gruy also c a l l a g e o l o g i c a l and engineering 

witness t o present evidence which shows t h a t these w e l l s 

are necessary t o 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 Gruy? 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. Were E x h i b i t s 1 and 3 through 6 prepared by you 

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

A. Yes. 

MR. CARR: At t h i s time, Mr. Stogner, we'd move 

the admission i n t o evidence of Gruy E x h i b i t s 1 and 3 

through 6. 

EXAMINER STOGNER: Any objections? 

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

EXAMINER STOGNER: E x h i b i t s 1 through 6 w i l l be 

admitted i n t o evidence. 

MR. CARR: That includes my d i r e c t exam- — 

concludes my d i r e c t examination of Mr. Jessup. 

EXAMINER STOGNER: Mr. Gallegos, questions? 

MR. GALLEGOS: Yes, I have a few questions. 

CROSS-EXAMINATION 

BY MR. GALLEGOS: 

Q. Mr. Jessup, when d i d you begin working on t h i s 

p r o j e c t ? 

A. I t was s h o r t l y a f t e r I came on board, probably 

immediately a f t e r I came on board. 

Q. And I missed t h a t . When d i d you come on board? 

A. A c t u a l l y , I came i n March of 1997, i s when I 

a c t u a l l y s t a r t e d working. And I was contracted a t t h a t 

time f o r t h r e e months, two or thr e e months, and then I was 

given a f u l l - t i m e j o b i n May of 1997. 
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Q. These p r o p e r t i e s t h a t are inv o l v e d i n t h i s 

A p p l i c a t i o n and ge n e r a l l y i n t h i s Rhodes Gas Pool area were 

acquired from B u r l i n g t o n — 

A. Yes. 

Q. — by Magnum Hunter? 

A. Yes. 

Q. When was t h a t a c q u i s i t i o n completed? 

A. Well, i t was e f f e c t i v e January 31st, 1997, and I 

b e l i e v e we closed t h a t May 1st, 1997. 

Q. And then when you came on board, what was your 

assignment as regards these p a r t i c u l a r p r o p e r t i e s ? 

A. B a s i c a l l y , we looked t o confirm our a c t u a l r i g h t s 

t h a t we f e e l we had bought through the t r a n s a c t i o n , and 

then we would look f o r o f f s e t operators or owners, as was 

necessary. 

Q. Have you at some time, Mr. Jessup, seen a copy of 

the r u l e s of the New Mexico O i l Conservation D i v i s i o n ? 

A. No. 

Q. Okay. This book r i g h t here t h a t happens t o be on 

the t a b l e i s commonly used. You haven't seen t h i s before? 

A. I have not. That — Zeno F a r r i s i s our 

operations manager and handles a l l of our p e r m i t t i n g and 

r e g u l a t o r y aspects of our company, so he would be the one 

t o speak t o t h a t . 

Q. So you leave everything t o him i n t h a t regard? 
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A. Yes. 

Q. Okay. Now, you t e s t i f i e d t h a t i n — I b e l i e v e 

the question was asked, and your answer was i n the 

a f f i r m a t i v e , t h a t Gruy was not seeking a change i n the pool 

r u l e s a t t h i s time? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the language of your 

A p p l i c a t i o n i n both Case 12,017 and 12,015 t h a t reads as 

f o l l o w s , quote: U n t i l the r u l e s f o r these pools can be 

amended and perhaps the o i l pool even abolished, Gruy 

seeks an exception t o the w e l l - l o c a t i o n requirements, e t 

cetera — 

A. Yes. 

Q. — simultaneous dedication? 

A. I r e c a l l t h a t . 

Q. Okay. Would you i l l u m i n a t e us on the i n t e n t i o n s 

of your company, then, i n regard t o changing the pool r u l e s 

or even a b o l i s h i n g the Rhodes O i l Pool? 

A. I would defer t o H.C. Lee, who i s our g e o l o g i s t . 

I ' d defer t h a t t o him, l e t him discuss t h a t . 

Q. You're not informed i n t h a t regard? 

A. No. 

Q. What i s the obj e c t — I guess t h i s l i s t t h a t I 

h o l d i n my hand was p a r t of — I t ' s E x h i b i t 2, okay? I t 

d i d n ' t have an i n d i c a t i o n on i t . 
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MR. CARR: I t should be on the back. 

Q. (By Mr. Gallegos) Oh, I see. Thank you. 

I t ' s a t a b l e of Rhodes Gas Pool wells? 

A. Yes. 

Q. You prepared t h i s ? 

A. I t was prepared under my d i r e c t i o n . 

Q. Okay. And you made the comment t h a t i f one 

examines t h i s , y o u ' l l f i n d t h a t i n some cases there's more 

than one w e l l on 160-acre spacing? 

A. Yes. 

Q. Okay. Well, the f i r s t lease issued — or l i s t e d , 

of course, i s one of the ones t h a t ' s the subject of the 

dis p u t e i n t h i s A p p l i c a t i o n ; i s n ' t t h a t c o r r e c t ? 

A. Yes. 

Q. A l l r i g h t . And there's three w e l l s i n t h a t 

p a r t i c u l a r — 

A. Yes. 

Q. — lease? 

And the other — the second page a t the bottom, 

the northwest quarter of Section 16 showing th r e e w e l l s , 

would be also one of the leases t h a t ' s i n di s p u t e i n the 

other case, I guess, the 12,017 case? 

A. Yes. 

Q. Okay. Now, are you aware t h a t i n 1982 when the 

Rhodes Gas Pool was created t h a t c e r t a i n w e l l s were 
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grandfathered i n as t o the spacing, as t o instances where 

t h e r e were more than one w e l l on the lease? 

A. No. 

Q. Okay. Do you know whether th e r e are any 

instances here of m u l t i p l e w e l l s on the lease t h a t were not 

e i t h e r grandfathered i n , i n 1982, or are the m u l t i p l e w e l l s 

t h a t are the r e s u l t of Gruy's actions? 

A. No. 

Q. I n a d d i t i o n t o working on the land p r o j e c t s t h a t 

are r e l a t e d t o your — what I'm going t o c a l l your Section 

4 and your Section 16 — 

A. Uh-huh, uh-huh. 

Q. — d r i l l i n g , there are other p r o r a t i o n u n i t s t h a t 

you have worked on; i s n ' t t h a t t r u e , Mr. Jessup? 

A. Yes, th e r e are others t h a t we have worked on out 

i n t h a t area. 

Q. Well, the f a c t of the matter i s t h a t Gruy has a 

d r i l l i n g p r o j e c t , a m u l t i p l e w e l l , what you would c a l l an 

i n f i l l w e l l d r i l l i n g p r o j e c t i n t h i s immediate area; i s n ' t 

t h a t t rue? 

A. I ' d have t o defer t h a t t o H.C. Lee, our 

g e o l o g i s t , t o speak t o t h a t . 

Q. Well, j u s t speaking from the standpoint of what 

you've done as a landman — 

A. Uh-huh. 
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Q. — you have addressed other areas w i t h i n the 

Rhodes Gas Pool as p a r t of t h i s o v e r a l l p r o j e c t , along w i t h 

the Section 4 and Section 16 work; i s n ' t t h a t true? 

A. We i n the land department are always l o o k i n g t o 

v e r i f y ownership i n areas, but i t ' s not n e c e s s a r i l y f o r any 

s p e c i f i c w e l l or prospect t h a t we have, i f t h a t ' s what 

you're asking. 

Q. Well, I'm saying you have a — I b e l i e v e i t ' s a 

13-well d r i l l i n g program i n t h i s immediate v i c i n i t y ; i s n ' t 

t h a t r i g h t ? 

A. I ' d have t o defer t o H.C. Lee t o speak t o t h a t . 

Q. You don't know? 

A. I ' d have t o defer t o H.C. Lee t o speak t o t h a t . 

Q. Well, can you answer the question? 

A. Speak i t again. 

Q. That you have a 13-well d r i l l i n g program i n the 

immediate v i c i n i t y , which includes Section 4 and Section, 

but other nearby p r o r a t i o n u n i t s ; i s n ' t t h a t true? 

A. I have no knowledge of t h a t . 

MR. GALLEGOS: No f u r t h e r questions. 

EXAMINER STOGNER: Mr. Carr? 

MR. CARR: No r e d i r e c t . 

EXAMINER STOGNER: You may be excused — I'm 

so r r y , Mr. K e l l a h i n — 

MR. KELLAHIN: Thank you, Mr. Examiner. 
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EXAMINER STOGNER: — any questions? 

MR. KELLAHIN: Yes, s i r . 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Jessup, i f y o u ' l l t u r n w i t h me t o E x h i b i t 

Number 1 — 

A. Yes. 

Q. — l e t ' s look a t the southwest q u a r t e r of Section 

4 of t h a t spacing u n i t . 

A. Yes. 

Q. Gruy operates t h a t 160-acre spacing u n i t ? 

A. Yes. 

Q. At the time you acquired t h a t spacing u n i t , were 

any of these three w e l l s i n existence? 

A. Yes, I beli e v e there were. I t h i n k I spoke t o — 

Let's see, 41 was an e x i s t i n g w e l l , yes. 

Q. Who d r i l l e d t h a t well? Do you know? 

A. I r e a l l y couldn't t e l l you. I don't know i f t h a t 

was — I know i t was a predecessor. 

Fo r t y - t h r e e was ther e , but I be l i e v e i t was a 

plugged w e l l . 

Q. A l l r i g h t . So Gruy's act i o n s have r e s u l t e d i n 4 3 

being worked over and i s now a gas well? 

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

Q. And then you — your company d r i l l e d Well 415? 
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A. Yes, t h a t i s c o r r e c t , r i g h t . 

Q. W i t h i n t h a t spacing u n i t , does Gruy have any 

r i g h t s t o the o i l production? 

A. I — Well, you know, I'm not sure on t h a t . I'm 

not sure on t h a t . I ' d have t o check. 

Q. Are you responsible f o r p e r m i t t i n g or compliance 

w i t h the D i v i s i o n r u l e s concerning the w e l l d e n s i t y i n t h a t 

spacing u n i t or the w e l l locations? 

A. No, t h a t would be Zeno F a r r i s . 

Q. When we look a t the northwest q u a r t e r of 16, a t 

the time Gruy acquired t h i s i n t e r e s t , what w e l l s were i n 

existence? 

A. I be l i e v e 18 and 19 were i n existence, and 

they ' r e the ones I mentioned t h a t are producing 

c o n c u r r e n t l y . 

Q. And so Gruy d r i l l e d Well 5? 

A. I be l i e v e t h a t i s c o r r e c t . Yes, t h a t ' s c o r r e c t . 

Q. P r i o r t o d r i l l i n g Well 5, what was the s t a t u s of 

Well 18 and 19? 

A. As f a r as I know, they were c o n c u r r e n t l y 

producing. 

Q. You mentioned i n response t o Mr. Carr t h a t Gruy 

d i d not have plans f o r any gas w e l l s i n Section 8; d i d I 

understand t h a t c o r r e c t l y ? 

A. That i s c o r r e c t . 
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Q. Do you have an i n t e r e s t i n the gas r i g h t s w i t h i n 

Section 8? 

A. Yes, we do. 

Q. Section 8, then, i s not one of your i n t e r e s t s 

t h a t ' s t a r g e t e d f o r any of the increased-density or gas 

w e l l s t h a t Gruy intends t o d r i l l ? 

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

Q. I s the circumstance of having w e l l s i n excess of 

the number allowed under c u r r e n t r u l e s by the D i v i s i o n 

going t o be l i m i t e d t o these two spacing u n i t s ? 

A. I ' d have t o l e t probably H.C. speak t o t h a t , H.C. 

Lee. 

Q. Does Gruy intend t o d r i l l more than one gas w e l l 

i n any other e x i s t i n g gas spacing u n i t i n the gas pool? 

A. I ' l l l e t H.C. Lee speak t o t h a t . 

Q. What caused Gruy t o d r i l l these w e l l s i n these 

two spacing u n i t s w i t h o u t regard t o the D i v i s i o n r u les? 

A. I ' l l l e t Zeno F a r r i s speak t o t h a t . 

MR. KELLAHIN: Thank you, Mr. Examiner. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. One q u e s t i o n , on E x h i b i t Number 2 — 

A. Uh-huh. 

Q. — i s there anywhere on t h i s e x h i b i t t h a t denotes 

the operators? 
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A. I do not bel i e v e so, Mr. Examiner, I don't see 

t h a t on t h e r e . 

Q. How many of these are Gruy-operated p r o p e r t i e s ? 

A. I don't have t h a t i n f r o n t of me, and I ' d 

honestl y have t o get some other i n f o r m a t i o n t o be accurate 

w i t h t h a t . 

MR. CARR: Mr. Examiner, we have an e x h i b i t l a t e r 

t h a t i d e n t i f i e s a l l of the Gruy w e l l s i n the po o l , t h a t may 

answer t h a t . 

EXAMINER STOGNER: Thank you, Mr. Carr. 

I f there's no other questions, t h i s witness may 

be excused. 

MR. CARR: At t h i s time we c a l l Mr. Zeno F a r r i s . 

EXAMINER STOGNER: Hang on here. 

I'm s o r r y , Mr. Carr. Thank you. 

ZENO FARRIS. 

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. Zeno F a r r i s , Z-e-n-o F - a - r - r - i - s . 

Q. Mr. F a r r i s , where do you reside? 

A. Fort Worth, Texas. 

Q. By whom are you employed? 
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A. Gruy Petroleum Management. 

Q. And what i s your p o s i t i o n w i t h Gruy? 

A. I am manager of operations a d m i n i s t r a t i o n . 

Q. I n t h a t p o s i t i o n , are you the person responsible 

f o r o b t a i n i n g appropriate permits from a d m i n i s t r a t i v e 

agencies and d e a l i n g w i t h r e g u l a t o r y bodies? 

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

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

D i v i s i o n ? 

A. No. 

Q. Would you summarize your educational background, 

please? 

A. I received a BS from New Mexico State i n 1974. 

Q. Would you review your work experience w i t h the 

o i l and gas industry? 

A. I s t a r t e d w i t h El Paso E x p l o r a t i o n Company i n 

1980 as a D i v i s i o n order analyst. Through va r i o u s mergers 

w i t h several companies, I ended up i n Fort Worth w i t h 

B u r l i n g t o n Resources, where I worked as a supervisor of 

pr o d u c t i o n c o n t r o l and revenue settlement u n t i l November of 

1987, when I went t o work w i t h Gruy. 

Q. And you've been w i t h Gruy since November — 

A. I've been w i t h Gruy since, yes. 

Q. Since 1997? 

A. November of 1997, t h a t ' s c o r r e c t . 
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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 s t h a t have 

been f i l e d on behalf of Gruy i n each of these cases? 

A. Yes. 

Q. Were you involved w i t h the p e r m i t t i n g process f o r 

the w e l l s t h a t r e c e n t l y have been d r i l l e d by Gruy i n the 

Rhodes Gas Pool? 

A. Yes. 

Q. When d i d Gruy a c t u a l l y acquire these i n t e r e s t s ? 

A. We acquired them i n May of 1997, e f f e c t i v e 

January of 1997. They were p a r t of a B u r l i n g t o n Permian 

package t h a t included roughly 1800 w e l l s . We acquired a l l 

r i g h t s t h a t B u r l i n g t o n had, and i n the Rhodes area we 

acquired p r i m a r i l y gas r i g h t s , and there's other people --

Texaco and others — t h a t own the o i l r i g h t s . 

Q. Were you involved w i t h the d e c i s i o n t o d r i l l 

a d d i t i o n a l w e l l s on spacing u n i t s which are the subject of 

these cases? 

A. Not i n the de c i s i o n t o d r i l l . Our g e o l o g i s t was 

respon s i b l e f o r p i c k i n g the l o c a t i o n s . I was responsible 

f o r the r e g u l a t o r y aspects of g e t t i n g these w e l l s 

p e r m i t t e d . 

Q. So once i t was decided t o go forward w i t h the 

w e l l s , they came t o you and i t was your j o b t o o b t a i n 

proper approvals? 

A. Yes. 
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Q. And your engineering and g e o l o g i c a l witness, Mr. 

Lee, i s going t o review i n d e t a i l how these p a r t i c u l a r 

l o c a t i o n s were a c t u a l l y selected and what f u t u r e plans w i l l 

be made? 

A. Yes. 

Q. Now, when you were contacted about o b t a i n i n g 

permits f o r the a d d i t i o n a l w e l l s i n each of the two subject 

spacing u n i t s , what d i d you do? 

A. This i s the f i r s t time t h a t we had p e r m i t t e d a 

w e l l i n New Mexico and the f i r s t time I had p e r m i t t e d a 

w e l l i n New Mexico, so I contacted people i n the i n d u s t r y 

and v a r i o u s consultants, t o t r y t o p i n p o i n t somebody we 

could h i r e t o do t h i s process f o r us. And we ended up 

h i r i n g a con s u l t a n t i n Hobbs t o permit our w e l l s . 

Q. And d i d you provide him w i t h the data necessary 

t o o b t a i n these permits? 

A. Yes. 

Q. Did you have any d i r e c t contacts w i t h the O i l 

Conservation D i v i s i o n a t t h a t time? 

A. Yes, I d i d . I had c a l l e d the OCD o f f i c e i n Hobbs 

t o t r y t o get a f e e l f o r what i t was we would have t o do, 

and they t o l d me I needed t o t a l k t o Michael Stogner. So I 

c a l l e d him up and i n general had discussions w i t h him about 

the process. 

Through the course of t h i s i t became apparent i f 
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we were going t o put more than one w e l l on a 160, we had t o 

apply f o r a simultaneous d e d i c a t i o n a p p l i c a t i o n . 

Q. And d i d he advise you t h a t t h a t would r e q u i r e a 

hearing? 

A. Yes, and we would need an a t t o r n e y . And t h a t ' s 

when we s t a r t e d t o pursue somebody t o represent us i n t h a t 

area. 

Q. Did you a c t u a l l y receive approved permits t o 

d r i l l t he subject wells? 

A. Yes, we d i d . 

Q. And you received how many permits? Do you 

r e c a l l ? 

A. Roughly a t t h a t time we received permits f o r 

approximately seven w e l l s . And, you know, we've since 

received permits f o r the r e s t of the w e l l s a l s o . 

Q. And the permits t h a t you obtained included the 

w e l l s t h a t are the subject of t h i s hearing, and also other 

w e l l s i n the pool, correct? 

A. Yes. 

Q. Did some of these w e l l s o f f s e t Hartman-operated 

p r o p e r t i e s ? 

A. Yes, they d i d . 

Q. When d i d you le a r n about the memorandum from Mr. 

LeMay concerning the D i v i s i o n ' s p o l i c y l i m i t i n g m u l t i p l e 

w e l l s on gas u n i t s i n nonprorated pools? 
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A. I learned about t h a t s p e c i f i c memo when we 

received a l e t t e r from Mr. Hartman, b a s i c a l l y o u t l i n i n g 

areas where we were remiss i n our p e r m i t t i n g process, and 

he had attached a copy of t h a t memo a t t h a t p o i n t i n time. 

Q. And what d i d you do w i t h t h a t ? 

A. We read i t and had some discussions w i t h our 

group and had decided t h a t , yes, we hadn't n o t i f i e d the 

o f f s e t s on the w e l l s t h a t are a d j o i n i n g Mr. Hartman. So we 

decided t o move t o an area where we b a s i c a l l y o f f s e t 

ourselves or we had l i m i t e d exposure t o o f f s e t operators. 

Q. I t was a f t e r t h a t t h a t you f i l e d the A p p l i c a t i o n s 

which are the subject of t h i s hearing; i s t h a t r i g h t ? 

A. Yes, s i r . 

Q. Was Mr. Hartman advised by Gruy t h a t you would 

not proceed w i t h the d r i l l i n g of w e l l s on t r a c t s o f f s e t t i n g 

h i s p r o p e r t y , pending OCD approval? 

A. Yes. 

Q. And i s i t Gruy's p o s i t i o n t h a t they w i l l not go 

forward w i t h the d r i l l i n g of any w e l l o f f s e t t i n g Mr. 

Hartman's property u n t i l and i f permits are obtained from 

the O i l Conservation D i v i s i o n t h a t authorized the d r i l l i n g 

of these wells? 

A. Yes. 

Q. Were there any other discussions w i t h the O i l 

Conservation D i v i s i o n concerning t h i s matter? 
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A. P r i o r t o t h a t I had had a c a l l i n t o Mr. Stogner 

t o k i n d of c l a r i f y some of the issues w i t h the simultaneous 

d e d i c a t i o n . I d i d not receive a c a l l , a d i r e c t c a l l back 

where I t a l k e d t o him d i r e c t l y , but I d i d recei v e a voice 

m a i l from him, and he b a s i c a l l y i n d i c a t e d t o me t h a t i t 

looked l i k e t h i s was going t o hearing, since he had 

received the — he had also received the l e t t e r from Mr. 

Hartman, and t h a t what I needed t o do was make sure I knew 

the r u l e s and get i n touch w i t h an a t t o r n e y . 

Q. Did he advise you t h a t he could not discuss the 

matter f u r t h e r ? 

A. Right, because he d i d n ' t want t o compromise h i s 

p o s i t i o n . So b a s i c a l l y , you know, I d i d n ' t contact him 

about these issues anymore. 

Q. You were involved w i t h the e f f o r t s t o permit and 

l o c a t e the Rhodes State Com 1 Number 5, were you not? 

A. Yes. 

Q. Where i s t h a t w e l l a c t u a l l y located? 

A. That w e l l i s located 330 f e e t from the n o r t h l i n e 

and 2310 from the west l i n e i n Section 16, 26 South, 37 

East. 

Q. And i s t h a t where you i n i t i a l l y intended t o d r i l l 

a w e l l ? 

A. Yes. Our g e o l o g i s t had picked t h a t l o c a t i o n 

i n i t i a l l y , and t h a t i n f o r m a t i o n was given t o our co n s u l t a n t 
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i n Hobbs, and i t was o r i g i n a l l y p e r m i t t e d a t t h a t . 

Q. Did you stake the w e l l a t t h a t — 

A. Yes — 

Q. — 330 loc a t i o n ? 

A. — we had staked the w e l l a t t h a t l o c a t i o n . 

Q. Then what happened t o cause you t o change your 

mind? 

A. Well, what we wanted t o do was l i m i t our hearing 

issues. We knew we had a simultaneous-dedication issue; we 

d i d n ' t r e a l l y want an unor t h o d o x - w e l l - l o c a t i o n issue. So 

we went back and amended t h a t permit t o 660 from the n o r t h 

l i n e and 1980 from the west l i n e . 

Q. Was the w e l l then staked a t t h a t l o c a t i o n ? 

A. The w e l l was then staked a t t h a t l o c a t i o n , yes, 

s i r . 

Q. How d i d t h i s w e l l get d r i l l e d a t a 330 l o c a t i o n 

from the n o r t h l i n e ? 

A. Well, what happened was — and I'm g e t t i n g t h i s 

from our f i e l d supervisor — both s t a k i n g l o c a t i o n s were 

l e f t i n the ground. So when he went out w i t h t he 

c o n t r a c t o r t o b u i l d the l o c a t i o n , they b u i l t the l o c a t i o n 

a t the f i r s t s t a k i n g , which was the 330 from the n o r t h and 

2310 from the west. So i t was b u i l t t h e r e . Now — 

Q. When d i d you f i n d out about i t ? 

A. Well, the day they spud the w e l l , our f i e l d 
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supervisor a t t h a t p o i n t i n time was l o o k i n g a t the 

l o c a t i o n , and i t d i d n ' t seem q u i t e r i g h t t o him, so he 

c a l l e d me up and asked me where i t was supposed t o be. 

And I sa i d , Well, i t ' s 1980 from the west, 660 

from the n o r t h . 

And, you know, he was — he s a i d , Well, I t h i n k 

we put i t i n the wrong place. He wanted t o know what we 

could do. 

And a t t h a t p o i n t i n time I s a i d , Well, what have 

you done? 

And they — You know, they set the conductor pipe 

and set the cement i n t h e r e . 

I s a i d , Well, w a i t u n t i l I can get ahold of the 

OCD and f i n d out whether or not we're going t o have t o plug 

t h i s w e l l and move i t t o a l e g a l l o c a t i o n . 

At t h a t p o i n t i n time I c a l l e d Mr. Stogner t o t r y 

t o get some advice. And i n discussions w i t h him we had 

t a l k e d about where i t was we had a c t u a l l y moved the w e l l , 

and we're a c t u a l l y moving i t n o r t h of the only gas o f f s e t 

operator. And he i n d i c a t e d t o me t h a t we could go ahead 

and d r i l l the w e l l a t our own r i s k , w i t h the understanding 

t h a t we'd have t o go t o hearing t o get simultaneous-

l o c a t i o n approval and unorthodox-location approval. 

Q. And as you d r i l l e d the w e l l , you knew you were 

doing so a t your own r i s k ? 
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A. Yes. 

Q. Who operates the spacing u n i t n o r t h of the 

proposed unorthodox lo c a t i o n ? 

A. Gruy Petroleum Management? 

Q. And t o the east? 

A. Gruy does also. 

Q. I s Gruy also the northeast o f f s e t ? 

A. Yes. 

Q. The Rhodes Federal U n i t Number 4 3 w e l l i s also a t 

an unorthodox l o c a t i o n ? 

A. Yes, i t i s . 

Q. Could you j u s t summarize the circumstances t h a t 

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

A. Well, t h a t w e l l was o r i g i n a l l y d r i l l e d i n the 

1950s by J.B. O i l Company. B u r l i n g t o n succeeded t o t h a t 

w e l l and sometime i n 1993, I b e l i e v e , or 1996, or 

something, set a c a s t - i r o n bridge plug and walked away from 

i t . They determined t h a t the w e l l was no longer a 

commercial o i l producer. And t h a t was a p r o p e r t y which our 

g e o l o g i s t had i d e n t i f i e d as having some uphole p o t e n t i a l . 

Q. And you recompleted t h a t well? 

A. Yes, we d i d . 

Q. Was t h a t done t h i s year? 

A. Yes, i t was. 

Q. Now, t h i s w e l l was o r i g i n a l l y d r i l l e d as an o i l 
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w e l l ; i s t h a t r i g h t ? 

A. Yes. 

Q. Was i t a t a standard o i l - w e l l l o c a t i o n ? 

A. Yes. 

Q. But when i t was recompleted in the gas zone i t 

became unorthodox? 

A. Yes, i t became unorthodox for a gas well, yes. 

Q. Do you have anything to add to your testimony? 

A. No. 

Q. W i l l Gruy c a l l your g e o l o g i c a l and engineering 

witness t o discuss the t e c h n i c a l p o r t i o n s of t h i s case and 

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

A. Yes. 

MR. CARR: At t h i s time t h a t concludes my d i r e c t 

examination of Mr. F a r r i s . 

EXAMINER STOGNER: Thank you, Mr. Carr. 

Mr. Gallegos? 

CROSS-EXAMINATION 

BY MR. GALLEGOS: 

Q. Mr. F a r r i s , l e t ' s go back a l i t t l e b i t t o your 

experience. 

A. Uh-huh. 

Q. You were l a s t employed, before Gruy, by 

B u r l i n g t o n Resources? 

A. That's c o r r e c t . 
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Q. And I t h i n k you said you were i n pro d u c t i o n 

c o n t r o l ? 

A. Yes, s i r , revenue settlement. 

Q. Okay. And about how long had you been doing 

t h a t ? 

A. I've been doing t h a t since about 1987, about t e n 

years. 

Q. Okay. 

A. About seven years i n D i v i s i o n order land work and 

about t e n years i n issues r e l a t i n g t o revenue settlement. 

Q. Did you — When d i d you leave Burli n g t o n ? 

A. November of 1997. 

Q. And went d i r e c t l y t o work w i t h Gruy — 

A. That's c o r r e c t , I — 

Q. — a t t h a t time? 

A. — b a s i c a l l y came over w i t h t h a t package. 

Q. Okay. So i s i t c o r r e c t t o say t h a t your p r i o r 

experience d i d not r e l a t e d i r e c t l y t o the k i n d of 

r e g u l a t o r y compliance and p e r m i t t i n g work t h a t you 

undertook f o r Gruy? 

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

Q. So t h i s i s a new b a l l game f o r you? 

A. New b a l l game. 

Q. A l l r i g h t . And t h a t would have — or should have 

l e d you t o study and read the r u l e s of the New Mexico O i l 
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Conservation D i v i s i o n , i f your company was going t o be 

doing any d r i l l i n g i n New Mexico? Would you agree? 

A. Yes. 

Q. Okay. And i n p a r t i c u l a r , the area t h a t we're 

concerned w i t h i s the Rhodes Gas Pool — 

A. Uh-huh. 

Q. — correc t ? 

A. Uh-huh. 

Q. A l l r i g h t . Now, on the witness stand t h e r e are 

some e x h i b i t s t h e r e , Mr. F a r r i s . The f i r s t one i s an order 

of the D i v i s i o n i n Case 7416, Order R-6891. I t ' s Hartman 

E x h i b i t Number 1. Are you f a m i l i a r w i t h t h a t order? 

A. I be l i e v e I've read i t , yes. 

Q. When d i d you have occasion t o read i t ? 

A. I read t h i s s p e c i f i c order when Mr. Hartman 

f u r n i s h e d i t t o us. 

Q. When Mr. Hartman wrote you i n l a t e May of 1998? 

A. I be l i e v e t h a t ' s c o r r e c t . 

Q. And Mr. Hartman c a l l e d t o your a t t e n t i o n t h a t you 

were — or Gruy was doing several t h i n g s i n regard t o 

development of these w e l l s t h a t was not i n compliance w i t h 

the pool r u l e s and the general r u l e s of the D i v i s i o n ; i s n ' t 

t h a t true? 

A. Yes. 

Q. And u n t i l t h a t time you had not read t h i s order? 
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A. That's c o r r e c t . 

Q. Now, you say t h a t Mr. Hartman's l e t t e r — By the 

way, j u s t so the record i s c l e a r on t h a t , I t h i n k maybe we 

have — we may have a copy of Mr. Hartman's l e t t e r . 

MR. CONDON: I t ' s 22. 

Q. (By Mr. Gallegos) Yeah, i f you'd thumb through 

t h e r e , through the stack of e x h i b i t s next t o your r i g h t 

hand, Mr. F a r r i s , and f i n d E x h i b i t Number 22. 

A. Okay. I've got i t , I've got i t . 

Q. Okay. For the record, i s t h a t a l e t t e r dated May 

21, 1998, from Doyle Hartman addressed t o L o r i Wrotenbery, 

d i r e c t o r of the — 

A. Yes, i t i s . 

Q. — D i v i s i o n ? And i t copies Gruy Petroleum a t the 

address i n I r v i n g , Texas? 

A. Yes, i t does. 

Q. A l l r i g h t . And i s t h i s the l e t t e r t h a t you 

r e f e r r e d t o t h a t f i r s t c a l l e d t o your a t t e n t i o n c e r t a i n 

r e g u l a t o r y requirements t h a t p e r t a i n t o the Rhodes Gas 

Pool? 

A. I t — Yes, i t c a l l e d t o my a t t e n t i o n c e r t a i n 

r e g u l a t o r y requirements, yes. 

Q. There were some l a t e r l e t t e r s — 

A. Right. 

Q. — from Mr. Hartman, as w e l l ; i s n ' t t h a t true? 
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A. Uh-huh. Yes, i t i s . 

Q. Okay. And I t h i n k you t e s t i f i e d t h a t u n t i l the 

l e t t e r of Mr. Hartman, you were not f a m i l i a r w i t h the memo 

of Mr. — or D i r e c t o r LeMay, regarding one w e l l on a 160-

acre p r o r a t i o n u n i t i n a nonprorated pool? 

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

Q. Okay. I f you w i l l look a t E x h i b i t 4 and 5 i n the 

stack t h e r e , have you seen those documents before? 

A. Yes, I've seen these. 

Q. A l l r i g h t . And i s i t a f a c t t h a t you had never 

been aware of the contents of those memorandums of the 

D i r e c t o r of the OCD u n t i l a f t e r the l e t t e r of Doyle Hartman 

on May 21, 1998? 

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

Q. But c e r t a i n l y , Mr. F a r r i s , i n undertaking the j o b 

t h a t you were assigned t o i n November of 1997, you read the 

OCD r u l e s , d i d you not? 

A. Yes. 

Q. Okay. Well, i n the notebook t h a t I c a l l e d t o the 

a t t e n t i o n of Mr. Jessup before — Do you have t h a t 

notebook? 

A. Yes. 

Q. Okay. Well, take a look a t E x h i b i t 8 of our 

e x h i b i t s i n t h a t stack where we've excerpted some of the 

r u l e s . 
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A. I've got i t . 

Q. Okay, the second page of t h a t e x h i b i t quotes 

D i v i s i o n Rule 104.D.(3)? 

A. Uh-huh. 

Q. That r u l e s p e c i f i e s t h a t " i n Non-Prorated Gas 

Pools: Unless otherwise per m i t t e d by s p e c i a l pool r u l e s or 

aut h o r i z e d a f t e r n o t i c e and hearing, only one (1) w e l l per 

spacing u n i t i s per m i t t e d i n non-prorated pools." 

A. Uh-huh. 

Q. Correct? 

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

Q. So t h a t ' s e s s e n t i a l l y the same t h i n g t h a t the 

LeMay memos are saying, i s n ' t t h a t true? 

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

Q. So j u s t by simply reading the r u l e s , you would 

have known t h a t i t i s a cl e a r r u l e t h a t i n a nonprorated 

p o o l , no more than one w e l l i s permitted? 

A. That i s c o r r e c t , and t h a t ' s why I made my c a l l s 

t o the OCD and discussed issues about simultaneous 

d e d i c a t i o n . 

Q. A f t e r you had placed more than w e l l on p r o r a t i o n 

u n i t s ; i s n ' t t h a t true? 

A. No, t h a t was during the process. 

Q. Okay. 

A. So.. . 
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Q. Well, l e t ' s look a t the process. And by the way, 

you're aware t h a t Rule 104.C.(2) s p e c i f i e s t h a t the 

p r o r a t i o n u n i t f o r t h i s p a r t i c u l a r pool i s 160 acres? 

A. Yes. 

Q. And t h a t the requirements f o r l o c a t i o n are 660 

f e e t t o an outer boundary, 330 t o an inner boundary, and no 

cl o s e r than 1320 f e e t t o the nearest other well? 

A. Yes. 

Q. A l l r i g h t . I f you would, Mr. F a r r i s , l e t ' s s t a r t 

w i t h our E x h i b i t 12. Would you f i n d t h a t , please? 

A. Okay. Got i t . 

MR. GALLEGOS: A l l r i g h t . And i t might help the 

disc u s s i o n i f we j u s t put up on the board on d i s p l a y a 

blow-up we have of t h i s area. Let me p u l l t h i s around 

here. 

Mr. Examiner, f o r the record, we're p u t t i n g up on 

d i s p l a y here near the witness stand a blow-up which i s 

designated as our E x h i b i t Number 3 9; i t ' s marked on the 

back. And i t shows a general — g e n e r a l l y about a s i x -

s e c t i o n area t h a t ' s the focus of t h i s hearing. 

Q. (By Mr. Gallegos) Do you recognize the p r o r a t i o n 

u n i t s and the w e l l s g e n e r a l l y t h a t are shown here, Mr. 

Fa r r i s ? 

A. Yes. 

Q. A l l r i g h t . What I want t o do i s -- And have 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 

42 

found E x h i b i t Number 12? 

A. Yes, I have. 

Q. A l l r i g h t . What I want t o do i s s t a r t w i t h the 

a c t i v i t i e s t h a t were up i n the southwest q u a r t e r of Section 

4 — 

A. Uh-huh. 

Q. — and E x h i b i t Number 12 begins w i t h a sundry 

n o t i c e signed by you and dated February 16, 1998, does i t 

not? I s t h a t correct? That's the f i r s t page? 

A. Yes. 

Q. A l l r i g h t . And t h a t document was prepared by 

you? 

A. Yes, i t was. 

Q. And what was the subject and purpose of t h a t 

notice? 

A. To n o t i f y the BLM what our i n t e n t i o n s were on 

t h i s w e l l . 

Q. A l l r i g h t . And what were your i n t e n t i o n s ? 

A. Our i n t e n t i o n s were t o recomplete the w e l l on the 

Yates form a t i o n . 

Q. A l l r i g h t . That would be what you c a l l your 

Rhodes Federal U n i t Number 43? 

A. Yes, s i r . 

Q. Okay, which i s i n the northwest of the southeast 

quarter? 
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A. Yes. 

Q. A l l r i g h t . I s the second page of t h i s e x h i b i t 

the AFE f o r doing t h a t work? 

A. Yes. 

Q. The rework on the 43? 

A. Uh-huh. 

Q. And i t ' s dated March 4, 1998, i s i t not? 

A. Yes. 

Q. And i t c a l l s f o r an expenditure of j u s t under 

$100,000 t o rework t h i s well? 

A. Yes, i t does. 

Q. B a s i c a l l y , the o b j e c t i v e on reworking the w e l l 

was t o come uphole, p e r f o r a t e i n the Yates f o r m a t i o n , 

Rhodes Gas Pool? 

A. Yes, i t was. 

Q. And t o s t i m u l a t e the w e l l by h y d r a u l i c f r a c t u r e ? 

A. Yes. 

Q. And i s the next page an economic run on t h i s Well 

43, economic p r o j e c t i o n ? 

A. Yes, i t i s . 

Q. And a t a — 

A. Okay, yes, i t i s . 

Q. Okay. I would take i t , although not produced i n 

your document production, t h a t you d i d an economic 

p r o j e c t i o n on a l l of these w e l l s of a s i m i l a r nature, d i d 
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you not, Mr. F a r r i s ? 

A. I d i d n ' t . 

Q. Well, somebody did? 

A. Yes, somebody d i d a t Gruy, yes. 

Q. A l l r i g h t . And by the way, what d i d t h i s show at 

10-percent discount the present worth would be f o r t h i s 

w e l l ? 

A. We show t h a t at — Well, i t says present worth of 

net before t a x . 

Q. Yes. 

A. Well, I'm not e x a c t l y — 

Q. I t ' s i n the red by $4600, i s n ' t i t ? 

A. Right. I don * t . . . 

Q. A l l r i g h t , l e t ' s go t o the next page. 

A. A l l r i g h t . 

Q. This i s a sundry n o t i c e on the BLM Form 3160-5, 

c o r r e c t ? 

A. Yes, s i r . 

Q. That's a completion — well-completion form? 

A. I t ' s 3160-3. No, w a i t a minute. You're r i g h t , 

3160-5. 

Q. And the -5 i s t o r e p o r t completion of work, 

c o r r e c t ? 

A. No. No, t h a t ' s j u s t a r e p o r t of what you i n t e n d 

t o do on t h i s w e l l , and what you d i d — I t ' s the l a s t 
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sundry n o t i c e , yes. 

Q. A l l r i g h t . Well, l e t ' s — 

A. I t ' s not the same as the well-completion form. 

Q. A l l r i g h t . Well, l e t ' s put together the f a c t 

s i t u a t i o n — 

A. Okay. 

Q. — of what went on here, because you t a l k e d about 

l e a r n i n g about c e r t a i n t h i n g s d u r i n g the process and 

c a l l i n g Examiner Stogner and so f o r t h . 

I n February, you give n o t i c e of your i n t e n t i o n t o 

recomplete t h i s w e l l , and i n March the recompletion work i s 

done. 

A. Uh-huh. 

Q. When t h a t ' s undertaken, Rule 104.D.(3) i s i n 

e f f e c t , and you're aware of. That means one w e l l on 160 

acres, r i g h t ? 

A. Yes, unless you get approval f o r simultaneous 

d e d i c a t i o n . 

Q. So you hadn't even sought approval f o r 

simultaneous d e d i c a t i o n — 

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

Q. — i n March of 1998, had you? 

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

Q. And there was already the RFU 41 w e l l on t h a t 

p r o r a t i o n u n i t and producing — 
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A. That's c o r r e c t . 

Q. — i s n ' t t h a t true? 

And i s n ' t t h i s form t o be f i l e d w i t h i n 30 days of 

the completion of the operations t h a t were performed? 

A. Yes, i t i s . 

Q. And you f i l e d i t approximately — what? Four 

months a f t e r the work was completed? 

A. Yes. 

Q. You f i l e d i t , l e t ' s see, about t h r e e weeks a f t e r 

you received the Hartman l e t t e r , the f i r s t Hartman l e t t e r , 

c o r r e c t ? 

A. Yes. 

Q. One other t h i n g on the w e l l completion r e p o r t , on 

the Form 3160-4, i s t h a t the completion form? 

A. Yes, s i r . 

Q. A l l r i g h t . Which you d i d not f i l e u n t i l — or 

d i d not complete, a t l e a s t , and then f i l e t h e r e a f t e r u n t i l 

August 25th, 1998 — 

A. Yes, s i r . 

Q. — approximately l a s t week, b a s i c a l l y . Right? 

A. Yes, s i r . 

Q. And f o r the d r i l l i n g of the w e l l or the placement 

of t h i s w e l l , the d e c i s i o n t o do the rework, you r e l i e d on 

an o l d log? 

A. Yes, s i r . 
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Q. And what log — 

A. Well, the g e o l o g i s t r e l i e d on the o l d l o g . 

Q. Okay. And what log do you r e f e r to? 

A. I t ' s a l o g t h a t B u r l i n g t o n had, I b e l i e v e . I t ' s 

not our l o g . 

Q. I t was — About when was i t run, do you know? 

A. I don't know when i t was run. A g e o l o g i s t would 

know. 

Q. Okay. But no log was run on t h i s w e l l — 

A. Not duri n g — 

Q. — when the recompletion work was done? 

A. Not duri n g the recompletion process, no. 

Q. And e v i d e n t l y , the l a s t p a r t of t h i s e x h i b i t 

r e f l e c t s a circumstance where the BLM r e q u i r e d you t o make 

c e r t a i n f i l i n g t h a t had not been done? 

A. Yes, s i r . 

Q. On t h i s 43? 

A. Yes, s i r . 

Q. You weren't aware t h a t you were r e q u i r e d t o give 

the BLM n o t i c e when a w e l l begins producing from a 

d i f f e r e n t formation which i t had been o r i g i n a l l y completed? 

A. Yes, I was aware of t h a t before they sent the 

n o t i c e . I had meant t o do t h a t . 

See, what happened i n these w e l l s i s , we had 

several recompletion programs. Several of them were i n the 
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Rhodes-Yates U n i t . And at the time t h a t I had done the 

sundry n o t i c e s , I had done the sundry n o t i c e on the Rhodes 

Federal 43 the same way. 

Early on, we were under the impression t h a t the 

Rhodes-Yates-Seven Rivers-Queen was a l l one poo l . And i n 

the course of our e f f o r t s , we learned t h a t the Queen i s i n 

the L a n g l i e - M a t t i x and the Yates-Seven Rivers i s i n the 

Rhodes-Yates Pool. So i n t h i n k i n g back on what I had done, 

I knew t h a t I had t o submit c o r r e c t i v e r e p o r t s on the 

Rhodes Federal U n i t 43, because we e f f e c t i v e l y d i d a 

plugback and d i d n ' t j u s t recomplete the same pool . 

Q. And t h a t occurred i n March? 

A. That occurred i n March, t h a t i s c o r r e c t . 

Q. And t h i s dawned on you i n August? 

A. No, i t d i d n ' t dawn on me i n August. I t had 

dawned on me i n the course of t r y i n g t o get ready f o r t h i s 

h earing. I n f a c t , we d i d n ' t j u s t recomplete e x i s t i n g gas 

w e l l s ; we recompleted an o i l w e l l a t t h a t p o i n t i n time, 

and t h e r e f o r e i t was necessary t o b r i n g t h a t i n t o the 

simultaneous-dedication hearing. 

Because i f we had recompleted a w e l l t h a t had 

been t e m p o r a r i l y abandoned i n the gas pool t h a t was already 

— i n the past had been con c u r r e n t l y producing, we 

shouldn't have t o seek simultaneous d e d i c a t i o n , because i t 

was simultaneously dedicated before. 
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Q. Well, I'm a l i t t l e confused. I t was not a gas 

w e l l before? 

A. No. Yeah, I'm j u s t t a l k i n g i n general. We had 

several recompletions, and a t the time I was not aware t h a t 

we were plugging back from the Queen t o the Yates-Seven 

Rivers. 

Q. Now you're t a l k i n g s p e c i f i c a l l y about — 

A. — the Rhodes Federal U n i t 43. 

Q. -- 43? 

A. Uh-huh. 

Q. Well, i n February you prepared the n o t i c e t h a t 

says you plan t o recomplete the w e l l i n the Yates 

formation? 

A. That's r i g h t . 

Q. So you knew you were going t o be completing i t i n 

a gas-producing formation? 

A. That's r i g h t . Early on, Gruy was under the 

impression the Yates-Seven Rivers-Queen was the same pool. 

Q. Well, but the f a c t — That doesn't change the 

f a c t , Mr. F a r r i s , t h a t way back as f a r as February you 

already knew the 41 was producing? 

A. No, t h a t was TA'd, t e m p o r a r i l y aban- -- Oh, yeah 

41 was producing, you're r i g h t . 

Q. The 41 was producing. 

A. Uh-huh. 
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Q. The r u l e s c l e a r l y provide t h a t you can only have 

one producing w e l l i n the Rhodes Gas Pool on a p r o r a t i o n 

u n i t , and you were going ahead here and recomplete t o have 

a second well? 

A. Right, the way we understood the r u l e s was, you 

could apply f o r simultaneous d e d i c a t i o n , t h a t t h e r e was a 

process by which you could have more than one w e l l per 160. 

Q. But you — So you t h i n k the way the r u l e s work 

i s , you j u s t go ahead and do whatever you want t o do, and 

then l a t e r on you apply? 

A. No, t h a t ' s not c o r r e c t . Because i n reading the 

memo, i f you do not receive simultaneous-dedication 

approval, then you e i t h e r plug a w e l l or you shut one i n 

and produce them on i n t e r v a l s . 

So a t the time we looked a t t h i s and b a s i c a l l y 

read the memo o p t i m i s t i c a l l y and s a i d , Let's proceed w i t h 

two w e l l s and see what happens i n the hearing. 

Q. Well, l e t ' s j u s t take the language of the r u l e . 

I s t h e r e anything unclear about the words t h a t say, "Unless 

otherwise p e r m i t t e d by s p e c i a l pool r u l e s or aut h o r i z e d 

a f t e r n o t i c e and hearing, only one (1) w e l l per spacing 

u n i t i s p e r m i t t e d i n non-prorated pools"? 

A. No, there's nothing unclear about t h a t . 

Q. So you were j u s t proceeding i n v i o l a t i o n of the 

r u l e i n d r i l l i n g the 43; i s n ' t t h a t r i g h t ? 
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A. I don't t h i n k so. Based on the memo from Mr. 

LeMay, i f you want t o produce two w e l l s you can't j u s t 

produce them sim u l - — you can't produce them a t the same 

time unless you have approval f o r simultaneous d e d i c a t i o n . 

Q. When t h a t requires a p p l i c a t i o n , n o t i c e and 

hearing — 

A. Yes, i t does. 

Q. — i s n ' t t h a t correct? 

A. Yes, i t does. 

Q. And the 43 i s on production, the 41 i s on 

production? 

A. Not now. The 4 3 and the 41 are shut i n . 

Q. Okay, because of t h i s hearing? 

A. Because we wanted t o apply by the r u l e s , yes. 

Abide by the r u l e s . 

Q. When d i d you shut them i n , l a s t week? 

A. No. Sometime — The 43 produced f o r a w h i l e , and 

again, t h a t w e l l snuck up on us because of the f a c t t h a t we 

had been recompleting w e l l s i n the Yates — r e - f r a c ' i n g 

w e l l s i n the Yates, and then, l i k e I sa i d , i t dawned on me 

t h a t we had plugged back. So then we t o l d our f i e l d t o 

shut i n the 43. 

Q. Well — 

A. I ' d say i n J u l y , i s when we d i d t h a t . 

Q. E x h i b i t 24, which I be l i e v e i s a set of documents 
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which were j u s t f u r n i s h e d t o us yesterday — 

A. Uh-huh. 

Q. — do you f i n d that? 

A. Yes, I do, r i g h t here. 

Q. The second page of t h a t r e f l e c t s t h a t the 4 3 was 

producing throughout June of 1998. 

A. Right. 

Q. So up t o the time of the A p p l i c a t i o n , you were 

producing t h a t well? 

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

Q. Okay. And what? On the advice of counsel you 

decided t o — r e c e n t l y t o shut i n the 4 3 — 

A. No. 

Q. — and the 41? 

A. No, t h a t wasn't on the advice of counsel. 

Q. Well, so you've got the — what we've looked a t 

so f a r , addressing the southwest quarter of Section 14, 

you've got two producing w e l l s , the 41 and the 43 — 

A. Yes. 

Q. — as of your recompletion work? 

E x h i b i t Number 13, l e t me ask you i f you 

recognize t h a t , Mr. F e r r i s . 

MR. CARR: What e x h i b i t ? 

MR. GALLEGOS: Number 13, Hartman 13. I t ' s a 

f r a c recommendation. 
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MR. CARR: Got i t . 

(By Mr. Gallegos) Are you f a m i l i a r w i t h t h i s 

document 

A. Well, I've seen i t . 

Q. — or do you want t o defer t o somebody else? 

A. I * ve seen i t . I'm not extremely f a m i l i a r w i t h 

i t , but — 

Q. Well, what I thought was — 

A. I might have — I probably looked a t t h i s , or a t 

l e a s t asked — looked a t our well-completion r e p o r t , t o get 

some of the i n f o r m a t i o n on the sundry n o t i c e . 

Q. Well, on page 3, which i s your p r o d u c t i o n number 

192 — 

A. Yes, s i r . 

Q. — i t shows a w e l l spacing of 80 acres? 

A. Uh-huh. 

Q. Did you have anything t o do w i t h t h a t ? 

A. No. 

Q. A l l r i g h t . That would be i n c o r r e c t f o r a w e l l i n 

t h i s Rhodes Gas Pool; i s n ' t t h a t c o r r e c t ? 

A. Yes. 

Q. Because you don't know where t h a t came from? 

A. Well, i t came from t h i s H a l l i b u r t o n document. I 

don't r e a l l y know where t h a t come from, no. 

Q. Well, but — 
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A. Yeah. 

Q. — but the i n f o r m a t i o n t o H a l l i b u r t o n , you don't 

know who imparted t h a t t o H a l l i b u r t o n ? 

A. No, I don't. 

Q. Okay, l e t ' s t u r n t o E x h i b i t Number 16. 

A. Got i t . 

Q. A l l r i g h t . Now, remembering back t o E x h i b i t 

Number 12, we know t h a t by March 12th the Number 4 3 w e l l 

had been recompleted i n the Yates as a gas we l l ? 

A. Yes. 

Q. Okay. And the 41 was already on t h a t u n i t ? 

A. Yes, i t was. 

Q. A l l r i g h t . So i n A p r i l of t h i s year, then, you 

prepare, or somebody as a c o n t r a c t o r f o r your company 

prepares an APD t o d r i l l the 415 w e l l on t h a t same 160 

acres? 

A. Yes, s i r . 

Q. I s t h a t r e f l e c t e d by E x h i b i t 16? 

A. Yes, s i r . 

Q. This i s signed by, i f I read i t c o r r e c t l y , a Joe 

Janico; i s t h a t — 

A. Janica, yes, s i r . 

Q. And i s t h a t the c o n t r a c t c o n s u l t a n t i n Hobbs t h a t 

you s a i d you employed? 

A. Yes. 
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Q. Now, d i d you — What r o l e d i d you play i n the 

work being done on p e r m i t t i n g t h i s ? This would have a l l 

been supervised by you, wouldn't i t , Mr. — 

A. Right. B a s i c a l l y what we d i d i s take the 

l o c a t i o n s t h a t our g e o l o g i s t had i d e n t i f i e d and f u r n i s h 

those t o Mr. Janica. 

Q. A l l r i g h t . And now you were proceeding -- or 

Gruy was proceeding i n A p r i l t o put a t h i r d w e l l on t h i s 

160 acres, c o r r e c t ? 

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

Q. And on the d e d i c a t i o n p l a t , the second page, the 

Form C-102 — 

A. Uh-huh. 

Q. — the other two e x i s t i n g w e l l s are not shown on 

t h a t p l a t , are they? 

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

Q. I s n ' t the p r a c t i c e t o r e f l e c t on the p l a t other 

w e l l s i n other locations? 

A. Should be, yes. 

Q. Should be on t h e r e , shouldn't i t ? 

A. Uh-huh. 

Q. And t h i s w e l l , t h i s 415 w e l l , also should be no 

less than 1320 f e e t from any e x i s t i n g w e l l on t h a t q u a r t e r 

section? 

A. Yes. 
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Q. Correct? 

A. Yes. We may have amended t h i s l a t e r . I know we 

amended several permits, but — t o r e f l e c t the e x i s t i n g 

w e l l s . 

Q. Okay, the — 

A. I t ' s not on t h i s one, no. I don't know. 

Q. Well, I haven't seen i t — 

A. Okay. 

Q. — i f i t ' s been fu r n i s h e d t o us. 

And then i n June, you do r e p o r t w i t h i n 3 0 days 

t h a t the work was done t o d r i l l and complete t h i s w e l l i n 

mid-June of t h i s year? 

A. Yes, s i r . 

Q. And t h i s i s a f t e r you had received a t l e a s t two 

l e t t e r s from Mr. Hartman d i r e c t i n g your a t t e n t i o n t o the 

pool r u l e s . He s a i d t h a t no more than one w e l l was 

p e r m i t t e d unless approved by — a f t e r a p p l i c a t i o n and 

h e a r ing; i s n ' t t h a t correct? 

A. Yes. 

Q. And t h i s w e l l was put on p r o d u c t i o n , was i t not? 

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

Q. And back t o E x h i b i t 24 t h a t I c a l l e d y o u r 

a t t e n t i o n t o e a r l i e r , i t would t e l l us i f t h i s w e l l 

produced beginning on August 5th and r i g h t on up through 

the end of the month of August? 
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A. Yes, s i r . 

Q. And i t ' s s t i l l producing, I take i t ? 

A. Yes, s i r . 

Q. I s the e l e c t i o n of Gruy t o plug and abandon the 

41 and the 43 and t o produce the 415? 

A. No. 

Q. You want t o produce a l l three of them? 

A. Simultaneously, yes. 

Q. Produce a l l three simultaneously? 

A. Yes. 

Q. And d r i l l a f o u r t h w e l l on the u n i t ? I s t h a t 

planned? 

A. We don't have any plans t o d r i l l a w e l l up there 

now. 

Q. I f I t o l d you t h a t the 415 i s located 1043 f e e t 

from the RFU Number 41, do you have any i n f o r m a t i o n t o the 

contrary? 

A. No, I don't have any i n f o r m a t i o n i n f r o n t of me 

t o the c o n t r a r y , no. 

Q. A l l r i g h t . Which would be a v i o l a t i o n of 250, 

300 f e e t from t h a t 1320-foot r u l e , do you agree? 

A. I t i s , yes. 

Q. A l l r i g h t . Let's focus, then, on what your 

a c t i v i t i e s were on Section 16 here e a r l i e r t h i s year, Mr. 

F a r r i s . And by the way, j u s t — I t h i n k t h a t — before — 
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The 415 was completed before the A p p l i c a t i o n was f i l e d i n 

t h i s proceeding? 

A. A p p l i c a t i o n f o r simultaneous dedication? 

Q. Yeah, the A p p l i c a t i o n s t h a t are being heard here 

today. 

A. Yes. 

Q. Okay, l e t ' s t u r n our focus t o the southwest — 

excuse me, the northwest of Section 16. 

A. Okay. 

Q. And I have an E x h i b i t 17 t h a t I ' d l i k e t o draw 

your a t t e n t i o n t o . This e x h i b i t , i f you take a minute t o 

look i t over, I t h i n k , contains the a p p l i c a t i o n t h a t you 

were t a l k i n g about where you had an unorthodox l o c a t i o n and 

an orthodox l o c a t i o n f i l e d , and then you ended up d r i l l i n g 

i t as — you meant t o d r i l l on the orthodox but d r i l l e d on 

the unorthodox. 

A. I s t h a t 17A? 

Q. Yes, and i t ' s got — I t ' s a multi-page e x h i b i t . 

A. Okay. 

Q. 17A and a -B and a -C. 

A. D? Okay. 

Q. Well, I t h i n k -D was the same as -C when I looked 

a t them. 

A. I s i t ? 

Q. You can throw -D away. 
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A. Okay. 

Q. Take a minute. I j u s t want t o make sure you're 

f a m i l i a r w i t h what we have here so t h a t we can go through 

c h r o n o l o g i c a l l y what occurred. 

A. Okay. 

Q. A l l r i g h t . Let's go back i n time t o June of t h i s 

year. 

A. Okay. 

Q. And as you look a t t h i s 160-acre p r o r a t i o n u n i t , 

t h e r e are already two producing w e l l s i n place on t h a t 

u n i t ? 

A. Yes. 

Q. The 18 — I t h i n k they're c a l l e d the Rhodes State 

Com 18 and Rhodes State Com 19. 

A. Yes. 

Q. Do you agree? 

A. Uh-huh. 

Q. And so you've already got two w e l l s producing 

there? 

A. Uh-huh. 

Q. A l l r i g h t . And now you are proceeding t o take 

steps t o d r i l l a t h i r d well? 

A. Yes. 

Q. And you haven't applied t o the OCD f o r any k i n d 

of permission — 
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A. For the — 

Q. — t o do t h i s ? 

A. For the hearing, you're c o r r e c t . 

Q. A l l r i g h t . Now, 17A i s an APD t o d r i l l the 

Number 5 w e l l i n t h a t quarter s e c t i o n , and i t shows 

handwritten i n handwriting, and i t was f i l e d on June 3rd — 

A. Uh-huh. 

Q. — and approved June 9th? 

A. Uh-huh. 

Q. A l l r i g h t . Now, i f you t u r n t o the p l a t , second 

page of the p l a t , t h a t does show the 18 and the 19 w e l l s , 

c o r r e c t ? 

A. Yes, i t does. 

Q. And i t i s an orthodox l o c a t i o n ? 

A. Yes, i t i s . 

Q. A l l r i g h t . So t h a t was guided by your g e o l o g i s t 

as the l o c a t i o n ? 

A. No. 

Q. No, t h a t was a mistake? 

A. The 660 and 1980? 

Q. The l o c a t i o n shown on t h i s APD prepared on June 

3rd, 1998? 

A. Right, i t was moved t o t h a t l o c a t i o n t o make i t a 

l e g a l l o c a t i o n , so t h a t our g e o l o g i s t d i d say i t was okay 

t o move i t t h e r e , yes. 
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Q. Well, w a i t a minute, you say moved. I s n ' t t h i s 

the f i r s t APD t h a t was prepared? I f you look a t 17B, i t , 

under your s i g n a t u r e , shows a date of June 26th, 1998? 

A. That's c o r r e c t , t h a t ' s the amended r e p o r t . 

Q. And i t ' s f o r the unorthodox l o c a t i o n ? 

A. That's c o r r e c t . That was i n response t o amend 

the p l a t , because we had d r i l l e d the w e l l i n the wrong 

l o c a t i o n . 

Q. Okay, l e t me see i f I understand, then. You 

f i l e d an APD f o r l o c a t i n g the w e l l 660 f e e t from the n o r t h , 

you went out and d r i l l e d i t 330 f e e t from the n o r t h , and 

then prepared what i s shown as E x h i b i t 17B? 

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

Q. I s t h a t the sequence? 

A. That's c o r r e c t . A c t u a l l y , the w e l l was staked a t 

the 3 3 0-foot l o c a t i o n . That was the o r i g i n a l l o c a t i o n t h a t 

our g e o l o g i s t had picked. 

Q. When was i t staked a t t h a t l o c a t i o n ? 

A. I t was staked p r i o r t o the s t a k i n g of the 660 and 

the 1980. 

Q. Well, i t was staked p r i o r t o June 3rd a t the 

unorthodox l o c a t i o n , wasn't i t ? 

A. Yes. 

Q. So you had staked i t a t an unorthodox l o c a t i o n . 

Then you came i n and f i l e d an APD a t an orthodox 
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l o c a t i o n — 

A. Uh-huh. 

Q. — and then you went out and d r i l l e d the w e l l a t 

an unorthodox l o c a t i o n ? 

A. That's c o r r e c t . We d r i l l e d i t a t the f i r s t 

s t a k i n g i n s t e a d of the second s t a k i n g . 

Q. But when you f i l e d f o r the APD, you knew i t was 

staked a t an unorthodox l o c a t i o n , but d i d n ' t r e f l e c t t h a t 

on the APD; i s n ' t t h a t what happened? 

A. When we f i l e d the APD, we f i l e d i t a t an orthodox 

l o c a t i o n , because we d i d n ' t want t o f i l e i t a t the 

unorthodox l o c a t i o n , yes. 

Q. Because — But you had staked a t the unorthodox 

l o c a t i o n and you d r i l l e d the w e l l a t the unorthodox 

l o c a t i o n ? 

A. That's r i g h t , we had staked i t a t the unorthodox 

l o c a t i o n because t h a t was the o r i g i n a l l o c a t i o n t h a t our 

g e o l o g i s t had picked. 

Q. Okay. But you d i d n ' t want t o r e v e a l t o the 

D i v i s i o n t h a t you were going t o d r i l l the w e l l a t the 

unorthodox l o c a t i o n , so you f i l e an APD showing i t a t an 

orthodox l o c a t i o n ? 

A. No, t h a t ' s not c o r r e c t . The reason we f i l e d the 

APD a t the orthodox l o c a t i o n i s because we intended t o 

d r i l l i t t h e r e . 
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Q. Okay, and l e f t i t staked a t the unorthodox 

l o c a t i o n , and t h a t ' s where the r i g went — 

A. Well — 

Q. — and t h a t ' s where the w e l l was d r i l l e d ? 

A. — yeah, the surveyors t h a t we had co n t r a c t e d had 

l e f t i t staked t h e r e , yes. 

Q. On 17B, I'm curious here. Did you have the 

D i v i s i o n O f f i c e i n Hobbs backdate the approval? Because i t 

shows an approval date of June 8th, even though e v i d e n t l y 

submitted on June 2 6th. 

A. I d i d n ' t do t h a t , no. I mean, I d i d n ' t t a l k w i t h 

them and ask them t o do t h a t , no. 

Q. A l l r i g h t . So the r e s u l t i s , you've got t h r e e 

producing w e l l s on t h a t 160 acres i n Section 16? 

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

Q. And the Number 5 w e l l t h a t we've been t a l k i n g 

about a t the unorthodox l o c a t i o n , E x h i b i t Number 24, shows 

i t was producing through the month of August, I guess 

beginning August 13th? 

A. Uh-huh. 

Q. And i t ' s s t i l l producing? 

A. Right. We're attempting t o clean t h a t w e l l up 

and get more production from i t . 

Q. Okay. And Gruy i s u n w i l l i n g t o s e l e c t one w e l l 

t o be the w e l l t o which i t dedicates i t s p r o r a t i o n u n i t and 
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shut i n the other two wells? 

A. Well, no, as soon as we get through working on 

the Rhodes State Com 5 and clean i t up, w e ' l l shut t h a t i n 

u n t i l — pending t h i s hearing. The other two w e l l s are 

producing c o n c u r r e n t l y a l l along, the 18 and the 19. 

Q. Well, I'm not t a l k i n g about pending the hearing, 

but I'm t a l k i n g about, i s Gruy w i l l i n g t o say, We'll s e l e c t 

our new w e l l , the Number 5, which i s a newly d r i l l e d and 

completed w e l l , t o be the w e l l t o which we dedicate t h i s 

p r o r a t i o n u n i t , and not produce from the other two wells? 

A. Shut them i n , you mean? 

Q. Yes, not produce from them. 

A. I f t h a t ' s the r e s u l t of t h i s hearing, yes. We 

would r a t h e r get approval t o simultaneously dedicate 

them — 

Q. So you want 

A. — share the allowable. 

Q. So you want three? This i s a nonprorated p o o l , 

Mr. — 

A. Right. 

Q. — F a r r i s . You understand t h a t f o r the very 

reason t h a t i t ' s nonprorated, t h a t the way c o r r e l a t i v e 

r i g h t s are p r o t e c t e d i s because of spacing and the 

l i m i t a t i o n of w e l l s t h a t can be d r i l l e d on a spacing u n i t ? 

Are you aware of t h a t ? 
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A. I'm aware of t h a t . 

Q. A l l r i g h t . But you want t o produce — Gruy wants 

t o produce from a l l t h r e e w e l l s on t h i s 160 acres i n 

Section 16? That's i t s p o s i t i o n ? 

A. We'd l i k e t o get approval t o do t h a t , yes. 

Q. W i l l you address E x h i b i t Number 18 w i t h me, Mr. 

F e r r i s ? 

A. Okay. I s t h a t the 159? 

Q. That i s the 159 — 

A. Okay. 

Q. — and t h i s i s an A p p l i c a t i o n t o d r i l l the 159 

t h a t was prepared on A p r i l 7, 1998, by Mr. Janica — 

A. Yes, s i r . 

Q. — your c o n t r a c t consultant, c o r r e c t ? 

A. Yes, s i r . 

Q. And t h i s involves the 160 acres i n Sections 15 

and Section 10 t h a t ' s shown i n green up on the 

demonstrative e x h i b i t near you? 

A. Yes, s i r . 

Q. Agreed? A l l r i g h t . 

Now, when t h i s was done, Mr. F a r r i s , you, your 

company, were aware t h a t t h a t 160 acres already had the 

Gregory B 2 as a producing w e l l on i t ? 

A. Yes. 

Q. I s n ' t t h a t true? 
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A. Yes. 

Q. Okay. But you planned t o d r i l l the 159 upon 

p e r m i t t i n g , c o r r e c t ? 

A. Yes. 

Q. Okay. On the l o c a t i o n p l a t , can you e x p l a i n why 

the 160-acre p r o r a t i o n u n i t i s not depicted and why you're 

r e f e r r i n g t o t h i s as a 120-acre u n i t ? 

A. Yes, t h i s i s the o l d permit. There should be a 

new one t h a t we amended t h a t has the t r u e d e d i c a t i o n on i t . 

Q. That has the what? 

A. Should have the t r u e d e d i c a t i o n on i t . 

Q. A l l r i g h t . 

A. I t ' s a c t u a l l y a combination of these two p l a t s 

t h a t you have i n t h i s e x h i b i t . 

Q. A l l r i g h t . Well, speaking of t h a t , i n E x h i b i t 18 

the — pages 3 and 4 are APD of the same date f o r your Well 

Number 105 — 

A. The 103, yes, s i r — 

Q. — do you see that? I'm s o r r y , 103. 

A. Yes, s i r . 

Q. 103. I t ' s a l i t t l e hard t o read t h a t . 

A. Uh-huh. 

Q. Okay. And the d e d i c a t i o n p l a t t h e r e presumes t o 

be a 40-acre spacing u n i t , which i s r e a l l y p a r t of t h i s 160 

u n i t t h a t ' s i n the southeast of the southeast of 10? 
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A. That i s c o r r e c t . 

Q. That's not c o r r e c t , i s i t ? 

A. That's not c o r r e c t , r i g h t . 

Q. But what i t does r e f l e c t i s t h a t i n A p r i l , Gruy 

was planning t o d r i l l two more w e l l s on t h i s 160-acre u n i t , 

which already contained the Gregory B 2, a producing gas 

w e l l , c o r r e c t ? 

A. That's c o r r e c t . There should be an amended p l a t 

f o r t h a t one, by the way. 

Q. Okay. Well, l e t ' s take a look a t E x h i b i t 20. 

A. Okay. 

Q. Does t h a t r e f l e c t the amended p l a t f o r the w e l l 

159 and the 103? 

A. Yes, s i r . 

Q. Okay. And these w e l l s , i f d r i l l e d , would 

c o n s t i t u t e two a d d i t i o n a l w e l l s and make a t o t a l of t h r e e 

producing gas w e l l s on t h i s 160-acre p l a t — 

A. Yes, s i r . 

Q. — of the p r o r a t i o n u n i t , c o r r e c t ? 

A. Yes, s i r . 

Q. And you would have proceeded t o d r i l l these 

w e l l s , had not Mr. Hartman began w r i t i n g you and c a l l i n g t o 

your a t t e n t i o n the v i o l a t i o n of the r u l e s t h a t was being 

conducted by Gruy; i s n ' t t h a t r i g h t ? 

A. Yes, we a c t u a l l y would have continued d r i l l i n g 
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these w e l l s i f you wanted t o get simultaneous d e d i c a t i o n , 

but we moved away t o avoid an o f f s e t p r o t e s t . 

Q. But what we're t a l k i n g about, though, i s an 

o v e r a l l program. We're not t a l k i n g — Really, Gruy i s not 

j u s t addressing w e l l s i n Section 4 and Section 16 as p a r t 

of i t s focus i n t h i s Rhodes Gas Pool; i s n ' t t h a t true? 

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

Q. You have a — You entered i n t o a c o n t r a c t w i t h 

Key Energy D r i l l i n g i n June of t h i s year t o d r i l l — What 

was i t , 13 wells? 

A. Something l i k e t h a t . Do you have t h a t — What 

e x h i b i t — 

Q. Take a look a t E x h i b i t 15 and see i f t h a t 

r e f l e c t s t h a t c o n t r a c t . I s t h a t the c o n t r a c t between Gruy 

and Key Energy D r i l l i n g ? 

A. Yes, i t i s . 

Q. Footage d r i l l i n g contract? 

A. Yes, s i r . 

Q. And i s E x h i b i t C, the l a s t page of t h i s document, 

a l i s t of the m u l t i - w e l l package t h a t ' s t o be covered by 

t h i s d r i l l i n g contract? 

A. Yes. There's a c o u p l e a d d i t i o n a l w e l l s , o r one 

a d d i t i o n a l w e l l , t h a t ' s not on here. 

Q. Okay, there are 13 w e l l s on here. What else i s 

under t h i s contract? 
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A. We d r i l l e d w i t h the E l l i o t t Federal Number 6 w e l l 

i n Section 17 as an o i l w e l l , so t h a t ' s not on here. 

Q. A d d i t i o n a l gas wells? 

A. No, the E l l i o t t Federal 6 was a Morrow w e l l . 

Q. No, but I'm asking, are there a d d i t i o n a l gas 

wells ? 

A. No, not t o my knowledge. 

Q. The f i r s t two w e l l s l i s t e d here are the 103 and 

the 159? 

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

Q. And those are on the 160-acre p r o r a t i o n u n i t 

d i r e c t l y o f f s e t t i n g the Hartman base lease? 

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

Q. And i s n ' t i t t r u e t h a t a f t e r Mr. Hartman wrote 

you, you wrote him, I be l i e v e , i n June, saying t h a t Gruy 

intended t o proceed t o d r i l l those wells? 

A. I wrote him n o t i f i c a t i o n t h a t we had a p p l i e d f o r 

permits f o r two and three w e l l s on 160-acre p r o r a t i o n u n i t , 

yes, and I b e l i e v e an unorthodox l o c a t i o n i n the 159. 

Q. How many of these w e l l s here have been d r i l l e d , 

Mr. F a r r i s , t h a t we have not already addressed? We've 

already t a l k e d about the 415, the 5, Rhodes State Com 5, 

those two new w e l l s — 

A. Uh-huh. 

Q. — Section 4 and Section 16. 
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A. Uh-huh. 

Q. What other ones have you gone ahead and d r i l l e d ? 

A. We d r i l l e d the Rhodes State 6 w e l l , Rhodes State 

Com. We o r i g i n a l l y p e r m i t t e d t h a t w e l l , I b e l i e v e , as a 

gas w e l l , and we r e p e r m i t t e d i t as an o i l w e l l . So i t s 

o f f i c i a l name i s Rhodes State 6 now. We've d r i l l e d t h a t . 

And t h a t w i l l be completed a t some p o i n t i n time as an o i l 

w e l l . 

Q. This i s the one i n Section 16, a t the bottom of 

the l i s t ? 

A. Yes, s i r . 

Q. A l l r i g h t . What other... 

A. Rhodes State Com 5, Rhodes Federal U n i t 415, 

Rhodes State 6 are the only w e l l s we've a c t u a l l y d r i l l e d . 

We d r i l l e d the E l l i o t t Federal 6 i n Section 17 as an o i l 

w e l l . I t ' s not on here. 

Q. I s i t t r u e , Mr. F a r r i s , t h a t every one of these 

w e l l s t h a t ' s c a l l e d f o r here would be e i t h e r the second or 

the t h i r d w e l l on the p r o r a t i o n u n i t where i t would be 

located? 

A. That's c o r r e c t . I b e l i e v e the Cagle C 5 i s i n a 

d i f f e r e n t pool. I t ' s not i n the Rhodes Pool. The Cagle C 

5 I t h i n k i s i n the Jalmat Pool, Section 3. 

But as f a r as the Rhodes Pool goes, yes. There's 

some confusion on our p a r t about the Rhodes Federal U n i t 
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2 67 as t o whether or not t h a t i s a gas w e l l i n the o i l 

p o o l , as t o whether or not t h a t wouldn't h o l d 4 0 acres. 

We've p e r m i t t e d i t as a 160, and we need t o seek some s o r t 

of advice from the Commission as t o whether we could d r i l l 

t h a t w e l l on a 40-acre spacing, since t h a t ' s i n the o i l 

p o o l . But a l l of the others are t y p i c a l l y on 160s or 

nonstandards. 

The Rhodes Federal U n i t 171 i s a r e - e n t r y of an 

o i l w e l l , and what we do on t h a t — I t ' s k i n d of landlocked 

w i t h nonstandard p r o r a t i o n u n i t s , and i t ' s got 8 0 acres 

j u s t s i t t i n g t h e r e . We would seek a nonstandard p r o r a t i o n 

u n i t f o r t h a t . 

So t o answer your question, the 103, 159 would be 

m u l t i p l e w e l l s . The 415 and Rhodes Federal U n i t 55, the 

227, the 226 — The 267, i f i t ' s 160-acre spacing, would be 

m u l t i p l e w e l l s on the r e . But l i k e I s a i d , there's evidence 

t o i n d i c a t e t h a t gas w e l l s i n the o i l pool h o l d 40 acres. 

Q. I'm so r r y , say t h a t again? 

A. There's evidence i n the f i l e — As a matter of 

f a c t , I asked the OCD i n Hobbs i f gas w e l l s i n the o i l pool 

would h o l d 40 acres r a t h e r than 160. 

Q. You're t a l k i n g about the Rhodes O i l Pool t o the 

south of t h i s area? 

A. Yes, s i r , and we d i d permit t h a t w e l l on 160 

acres, not r e a l l y completely understanding the pool r u l e s . 
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Q. I s i t the plan and o b j e c t i v e of Gruy t o make an 

a p p l i c a t i o n t o change the pool r u l e s — 

A. No. 

Q. — f o r the Rhodes Gas Pool? 

A. No. The one i n Section 2 5 too would not be a 

m u l t i p l e w e l l . There are no w e l l s i n Section 25 a t t h i s 

p o i n t i n time. 

Q. Which one? 

A. The Rhodes B Federal Number 1. 

Q. That's not a m u l t i p l e ? 

A. That's not a m u l t i p l e . That might even be a 

w i l d c a t w e l l . I'm not sure what pool i t ' s i n . 

Q. I s the l o c a t i o n of the 103 on t h i s p r o r a t i o n u n i t 

o f f s e t t i n g t o the east, the Hartman base lease, i s t h a t a t 

a standard l o c a t i o n ? 

A. I t i s now, yes, s i r . I t wasn't when we 

o r i g i n a l l y p e r m i t t e d i t . 

Q. I t shows i t a t 7 60. What was i t — 

A. You must have the o r i g i n a l one. We've moved i t 

t o 660, 660. 

Q. Well, I'm l o o k i n g a t 20, which you s a i d were the 

amended p l a t s t h a t corrected e v e r y t h i n g . 

A. I s t h i s — 

Q. Second page of — 

A. Okay. 
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Q. — E x h i b i t 20. 

A. Okay, are you saying 159 or 103? 

Q. 103. I t shows 760, doesn't i t ? 

A. Yeah, i t shows 7 60. 

Q. That's wrong? 

A. That's what we per m i t t e d i t , so i t ' s not wrong. 

Q. But i t should be a t 660? 

A. Yeah, my r e c o l l e c t i o n was t h a t we had moved t h a t 

t o 660 and 660, but i t says 760 th e r e . You know, I don't 

r e c a l l hearing from a f i e l d superintendent as t o a reason 

why t h a t would have t o be moved over 100 f e e t . I c e r t a i n l y 

can c o n f i r m t h a t . 

Q. To be c l e a r on what your company i s seeking here, 

the d i r e c t o r ' s memo of Ju l y , 1988, provides t h a t 

a p p l i c a t i o n s f o r a d d i t i o n a l w e l l s on e x i s t i n g p r o r a t i o n 

u n i t s w i l l be approved only — and t h a t word i s 

und e r l i n e d — on the understanding t h a t upon completion of 

the w e l l , the operator s h a l l e l e c t which w e l l w i l l be 

produced and which w i l l be abandoned. 

And you are not seeking r e l i e f under t h a t r u l e ? 

You're not coming i n here and saying, We've got m u l t i p l e 

w e l l s but we're w i l l i n g t o produce only one of them? 

A. No. 

Q. Okay. And there i s a c l a r i f i c a t i o n i n August of 

1990 of t h a t memo, which i n d i c a t e s t h a t under c e r t a i n 
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circumstance and a c e r t a i n showing being made, two w e l l s 

may be produced a l t e r n a t i n g l y , t h a t i s , not simultaneously, 

but one f o r a p e r i o d and one f o r another p e r i o d w h i l e the 

other i s shut i n . And you are not seeking r e l i e f under 

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

A. We would r a t h e r not do t h a t e i t h e r . 

Q. Okay. 

A. We're prepared t o do t h a t i f we have t o . 

MR. GALLEGOS: That completes my questions. 

EXAMINER STOGNER: Thank you, Mr. Gallegos. 

Mr. Kellahin? 

MR. KELLAHIN: Thank you, Mr. Stogner. 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. F a r r i s , you t o l d us you obtained your 

bachelor of science degree from New Mexico State? 

A. Yes, s i r . 

Q. I n what d i s c i p l i n e , s i r ? 

A. Education, b i o l o g y and chemistry. 

Q. You f i r s t s t a r t e d working f o r Gruy when? 

A. November of 1997. 

Q. Okay. When we look a t the c o n t r a c t Mr. Gallegos 

was d i s c u s s i n g w i t h you, t h i s d r i l l i n g c o n t r a c t — i t ' s 

Hartman E x h i b i t 15, E x h i b i t C attached t o t h a t c o n t r a c t — 

A. Yes, s i r . 
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Q. — help me go down the l i s t so t h a t I'm c l e a r on 

what you have t e s t i f i e d t o . 

A. Okay. 

Q. When we go down the l i s t , i n d i c a t e f o r me i n the 

order l i s t e d which w e l l s have a c t u a l l y been reworked, 

d r i l l e d or completed. 

A. Okay. 415. The 103 has not been d r i l l e d . 

Q. Okay. Let me ask you t h i s : 103, has t h a t been 

permitted? 

A. Yes. 

Q. Okay, not d r i l l e d but permitted? 

A. Yes. 

Q. 159? 

A. Not d r i l l e d but permitted. 

Q. Okay. 

A. 415 perm i t t e d and d r i l l e d . 

Q. Okay. 

A. 55 per m i t t e d and not d r i l l e d . 

Q. Okay. 

A. 227 per m i t t e d and not d r i l l e d . 

Q. Okay. 

A. 226 per m i t t e d and not d r i l l e d . 

Q. Okay. 

A. 2 67 p e r m i t t e d and not d r i l l e d . 

171, the permit i s i n the process. We have not 
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o f f i c i a l l y sought approval of the nonstandard p r o r a t i o n 

u n i t . 

Rhodes B Federal Number 1, not p e r m i t t e d , not 

d r i l l e d . 

Cagle C 5, per m i t t e d , I b e l i e v e , i n the Rhodes-

Yates-Pool, Rhodes-Yates-Seven Rivers. I t looks l i k e we 

need t o repermit t h a t w e l l i n the Jalmat Pool, based on the 

OCD pool map t h a t we received. 

The Rhodes State Com 6 — or Rhodes State Number 

6, p e r m i t t e d as an o i l w e l l and d r i l l e d . 

Q. Okay. 

A. Another one t h a t ' s on t h e r e , E l l i o t t Federal 

Number 6 i n Section 17, per m i t t e d as an o i l w e l l and 

d r i l l e d . 

On other property t h a t ' s not on here, and I'm not 

sure t h a t Key d i d i t or not — i t may have been added t o 

the c o n t r a c t — i s Rhodes Federal U n i t Number 86, which i s 

a r e - e n t r y of an H.G. Moberly Texaco-operated plugged and 

abandoned w e l l . We per m i t t e d t h a t as the gas w e l l . I t 

looks l i k e now i t ' s going t o be an o i l w e l l . 

Q. Does t h a t complete the w e l l s t h a t are i n Gruy's 

increased d e n s i t y program? 

A. At t h i s time, yes. 

Q. What does "at t h i s time" mean? 

A. Well, i f our g e o l o g i s t i d e n t i f i e s another 
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l o c a t i o n . 

Q. Do you have any plans or proposals f o r d r i l l i n g 

more increased-density w e l l s i n Section 8? 

A. No. 

Q. The f i r s t w e l l under t h i s program was the 4 3 

w e l l ? I s t h a t the f i r s t w e l l you've permitted? 

A. Oh, okay, yeah, the f i r s t w e l l was recompleted — 

a recompletion. And e s s e n t i a l l y , t h a t w e l l had already 

been t e m p o r a r i l y abandoned by B u r l i n g t o n . A c a s t - i r o n 

b r i d g e p l u g was set and they set cement on top of i t , so 

a l l we r e a l l y d i d i n t h a t w e l l was j u s t clean out the hole 

and then p e r f the Yates and Seven Rivers. 

Q. So when we look a t the southwest q u a r t e r of 4, am 

I c o r r e c t i n understanding t h a t the f i r s t of t h i s a c t i v i t y 

f o r increased d e n s i t y i n the gas pool i s going t o be the 43 

w e l l , which was a recompletion? 

A. Yes, s i r . 

Q. And t h a t permit was f i l e d , I t h i n k , i n February 

of 1998? 

A. Yes, s i r . 

Q. When we look a t the southwest q u a r t e r of 4, a t 

your t a b u l a t i o n on E x h i b i t Number 2, you summarize f o r us 

the s t a t u s of the three w e l l s i n t h a t spacing u n i t ? 

A. Our e x h i b i t , Gruy's e x h i b i t ? 

Q. Yes, s i r , Number 2. 
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A. Okay. 

Q. And i f y o u ' l l look a t the f i r s t e n t r y i t shows 

the s t a t u s . "F", I assume, i s flowing? 

A. Yes, s i r . 

Q. And " S I " i s shut-in? 

A. Yes, s i r . 

Q. The c u r r e n t s t a t u s of t h a t spacing u n i t w i t h 

regard t o these t h r e e w e l l s i s what, s i r ? Do you have one 

f l o w i n g w e l l and two s h u t - i n wells? 

A. One f l o w i n g w e l l and two s h u t - i n w e l l s a t t h i s 

p o i n t i n time, yes. 

Q. There's a completion date associated w i t h each of 

those t h r e e w e l l s . Do you see t h a t ? Just a f t e r the s t a t u s 

i t says "Completion Date"? 

A. Yes, I do. 

Q. A l l r i g h t . The simultaneous d e d i c a t i o n of the 43 

w e l l i s the subject of one of the cases before Examiner 

Stogner t h i s morning; i s t h a t not true? 

A. That i s t r u e . 

Q. I s t h e r e any time a f t e r the completion of t h a t 

w e l l i n which i t was produced c o n c u r r e n t l y w i t h e i t h e r the 

41 or the 415? 

A. Yes, i t was. 

Q. And f o r what p e r i o d of time and a t what rates? 

A. Well, you can see over t o the r i g h t , you see the 
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cumulative production on i t ? 

Q. Yes, s i r . 

A. I t ' s 8000 MCF. At about t h a t r a t e . 

Q. A l l r i g h t . So t h a t cumulative gas p r o d u c t i o n 

shown f o r 43 would be a t t r i b u t a b l e t o a p e r i o d i n which i t 

would be simultaneously produced w i t h the 415? 

A. Well — 

Q. Or would i t be the 41? 

A. I need t o look a t — Let me look a t Mr. 

Gallegos's e x h i b i t and see i f he has i t here. Yeah, 

a c t u a l l y , you know, the e x h i b i t t h a t we have t h e r e shows i t 

producing f o r the e n t i r e month of June. We shut i t down 

sometime i n J u l y , so there had t o be a p e r i o d of time when 

i t probably was producing simultaneously w i t h the 415, 

although not e n t i r e l y . 

Q. I s i t f a i r t o assume t h a t the t o t a l cumulative 

gas pr o d u c t i o n from the 43 w e l l would have been gas 

produced d u r i n g periods of time i n which e i t h e r the 41 w e l l 

or the 415 was also producing? 

A. The e n t i r e ? 

Q. Yes, s i r . 

A. I wouldn't say the e n t i r e . Most of i t , probably. 

Q. Can you c a l c u l a t e from your records, e i t h e r 

before or a f t e r the hearing, what t h a t t o t a l volume would 

be? 
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A. Yeah, we could do t h a t . 

Q. A l l r i g h t . And t h a t would be a volume t h a t ' s 

produced w i t h o u t a u t h o r i t y under the simultaneous-

d e d i c a t i o n r ules? 

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

Q. When we look a t the northwest q u a r t e r of 16, and 

we're l o o k i n g a t the status of t h a t spacing u n i t , we've got 

Well 18 and 19 t h a t are e x i s t i n g — 

A. Uh-huh. 

Q. — and then the Well 5 has been completed but 

apparently not produced? 

A. No, i t ' s producing r i g h t now. They're t e s t i n g i t 

and, I guess, t r y i n g t o determine what we're going t o do 

w i t h i t , whether or not we're going t o go clean i t out, 

clean out the p e r f s . 

Q. Okay. So any production t h a t ' s o c c u r r i n g from 

t h a t w e l l i s associated w i t h t e s t i n g i t ? 

A. Yes. 

Q. How many conversations d i d you have w i t h Mr. 

Stogner concerning the r u l e s and r e g u l a t i o n s f o r t h i s pool 

and the t o p i c of simultaneous dedication? 

A. To the best of my r e c o l l e c t i o n , I had one general 

d i s c u s s i o n w i t h him on simultaneous d e d i c a t i o n . 

Q. Were the r e general or s p e c i f i c discussions on 

more than one occasion? 
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A. Not s p e c i f i c , general. 

Q. I'm j u s t t a l k i n g about t o t a l number of contacts 

w i t h Mr. Stogner. 

A. I've t a l k e d w i t h him a t l e a s t two or t h r e e times. 

Q. About t h i s subject? 

A. Not n e c e s s a r i l y about t h i s s u b j e c t , no. 

Q. I'm focused on t h i s subject. 

A. Yeah. I know one f o r sure, maybe one more. 

Q. To the best of your r e c o l l e c t i o n , when d i d the 

f i r s t of those occasions occur? 

A. That occurred p r i o r t o us a c t u a l l y d r i l l i n g any 

w e l l s . 

Q. Would i t predate the recompletion of the 4 3 well? 

A. No. 

Q. So you've recompleted the 43 w e l l , and t h a t 

occurred i n when, s i r ? 

A. March of 1998, I b e l i e v e . 

Q. A l l r i g h t . So your f i r s t conversation w i t h Mr. 

Stogner i s a f t e r the completion of the 4 3 w e l l but before 

any of the other work i s done? 

A. Yes. 

Q. And Mr. Stogner advised you t h a t Gruy assumed the 

r i s k of engaging i n t h i s work p r i o r t o o b t a i n i n g D i v i s i o n 

approval f o r simultaneous dedication? 

A. Not r e a l l y . 
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Q. He d i d not t e l l you th a t ? 

A. No, we t a l k e d i n general about the process of 

p u t t i n g more than one w e l l on a 160. 

Q. Did I misunderstand your testimony i n response t o 

Mr. Carr t h a t Mr. Stogner, i n f a c t , had t o l d you t h a t you 

were assuming the r i s k ? 

A. That was on the Rhodes State Com 5. That's a 

d i f f e r e n t discussion. 

Q. You could not r e l a t e the discussion on t h a t w e l l 

t o the general t o p i c of increased d e n s i t y f o r gas w e l l s i n 

the pool? 

A. Not a t the time I t a l k e d t o Mr. Stogner e a r l y i n 

1998. 

Q. A l l r i g h t , l e t ' s go back t o the Number 5 w e l l 

then. When d i d Mr. Stogner f i r s t advise you t h a t Gruy was 

assuming the r i s k of t h i s a c t i v i t y being conducted p r i o r t o 

D i v i s i o n approval? 

A. The date t h a t we spud the w e l l . 

Q. Which one? 

A. The Rhodes State Com 5. 

Q. Five, and what date i s t h a t ? 

A. I s i t here somewhere? I'm not e x a c t l y sure. 

MR. GALLEGOS: Yeah, 6-17, June 17th. 

THE WITNESS: June — ? 

MR. GALLEGOS: June 17th. 
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THE WITNESS: Okay. 

Q. (By Mr. K e l l a h i n ) So at t h a t time, then, i t was 

c l e a r t o you i n your understanding of the conversation w i t h 

Mr. Stogner t h a t Gruy was assuming the r i s k ? 

A. Assuming the r i s k of d r i l l i n g the w e l l , yes. 

Q. Explain t o me what r i s k you thought you were 

assuming? 

A. We were d r i l l i n g the w e l l w i t h the understanding 

t h a t we would have t o go t o hearing t o get approval f o r 

simultaneous d e d i c a t i o n and unorthodox l o c a t i o n . 

Q. Did you understand t h a t the r i s k you were 

assuming i s t h a t the D i v i s i o n could and d i d have the 

a u t h o r i t y t o deny you the o p p o r t u n i t y t o produce t h a t w e l l , 

even though you had expended money t o d r i l l i t ? 

A. Yes. 

Q. So t h a t ' s p a r t of the r i s k t h a t you knew you were 

assuming? 

A. Yes. We were w i l l i n g t o take the r i s k t o d r i l l 

these two w e l l s , t o see i f we could get simultaneous 

d e d i c a t i o n approval. 

Q. Are you w i l l i n g t o assume the r i s k of c o n t i n u i n g 

t h i s increased-density d r i l l i n g program w i t h o u t p r i o r 

approval of simultaneous d e d i c a t i o n before you do the work? 

A. I'm not q u a l i f i e d — We would not continue the 

i n f i l l d r i l l i n g program unless we were sure t h a t we could 
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get simultaneous d e d i c a t i o n . 

Q. That's what I'm asking. 

A. Right. 

Q. So a t the cu r r e n t s t a t u s , despite the f a c t t h a t 

you have w e l l s p e r m i t t e d , i t i s Gruy's i n t e n t not t o go 

forward w i t h t h a t a c t u a l work u n t i l you have the 

ap p r o p r i a t e order i n place a l l o w i n g simultaneous 

dedication? 

A. That i s c o r r e c t , we want t o abide by the 

Commission r u l e s wherever we've been remiss, yes. 

Q. I s i t your p o s i t i o n t h a t the D i v i s i o n , by 

approving these workovers or a p p l i c a t i o n s t o permit t o 

d r i l l , are somehow responsible f o r f a i l i n g t o t e l l you or 

inf o r m you about simultaneous dedication? 

A. No. 

Q. You're not suggesting t h a t the D i v i s i o n should 

have a l e r t e d you t o t h i s issue? 

A. No. 

Q. Why d i d Gruy choose t o go ahead w i t h the w e l l s 

t h a t they d i d d r i l l , w i t h o u t a c t u a l l y stopping and w a i t i n g 

f o r a hearing t o get t h i s t h i n g cleared up? 

A. I guess we read the memo from Mr. LeMay and the 

r u l e s o p t i m i s t i c a l l y . I t was our impression t h a t t h e r e was 

a procedural method by which you could produce the w e l l s 

simultaneously, and t h a t was the hearing. 
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So t h a t i s why we proceeded w i t h those two w e l l s 

i n the l o c a t i o n s t h a t we proceeded w i t h them. We wanted t o 

l i m i t our o f f s e t exposure, which i s why we chose the 415 

Gruy State Com 5. We wanted t o make n o t i f i c a t i o n and set 

up the hearing f o r simultaneous d e d i c a t i o n and develop 

data, b a s i c a l l y , t o t r y t o prove our case t h a t you couldn't 

adequately d r a i n t h i s 160 w i t h one w e l l . 

Q. And your choice of procedure i s t o do t h i s on a 

w e l l - s p e c i f i c spacing u n i t basis, as opposed t o asking the 

D i v i s i o n t o c a l l a hearing t o discuss t h i s general t o p i c as 

i t might a f f e c t a l l spacing u n i t s i n the gas pool? 

A. That's our choice of procedure, yes, a t t h i s 

time. 

Q. When you contacted Mr. Janica t o help you permit 

these w e l l s — 

A. Uh-huh. 

Q. — d i d you advise him t h a t you were attempting t o 

permit gas wells? 

A. Yes. 

Q. And the C-l02s attached t o the APDs a l l r e f l e c t 

an i n t e n t i o n on Gruy's p a r t t o d r i l l and permit gas wells? 

A. Yes. 

MR. KELLAHIN: No f u r t h e r questions. 

EXAMINER STOGNER: Any r e d i r e c t ? 

MR. CARR: No. 
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MR. GALLEGOS: Mr. Examiner, might I have j u s t a 

few c l a r i f y i n g questions? 

EXAMINER STOGNER: Okay. 

FURTHER EXAMINATION 

BY MR. GALLEGOS: 

Q. I f you covered t h i s , Mr. F a r r i s , and I j u s t 

missed i t , I apologize, but — 

A. Okay. 

Q. — as Mr, K e l l a h i n went over t h i s w e l l l i s t under 

the d r i l l i n g c o n t r a c t w i t h you — 

A. Yes, s i r . 

Q. — what I wanted t o know i s , are t h e r e a d d i t i o n a l 

plans f o r reworking the e x i s t i n g w e l l s t h a t would r e s u l t i n 

a m u l t i p l e w e l l i n a p r o r a t i o n u n i t t h a t are not r e f l e c t e d 

as p a r t of t h i s d r i l l i n g package? 

A. I don't be l i e v e there are any more. There may — 

Yes, there's one up i n the northwest q u a r t e r of Section 

4 — 

Q. Okay, and t h a t would — 

A. — Farnsworth 41, I do b e l i e v e . I b e l i e v e t h a t 

was an o i l w e l l too, so w e ' l l have t o go through the 

process o f , you know, f i l i n g the proper permission t o plug 

t h a t one back. 

Now, I had discussions w i t h people a t the OCD on 

the p r o r a t i o n — 

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 

87 

Q. I'm s o r r y , what s e c t i o n i s t h a t in? 

A. I t ' s i n S e c t i o n 4. 

Q. Northwest of 4? 

A. Yes, sir.. I'm not e x a c t l y sure which one of 

those w e l l s i t i s . I t ' s probably t h a t — Do you see t h a t 

TA'd one r i g h t there? 

Q. Yes, s i r , and t h a t would be a s i m i l a r procedure 

t o what you d i d w i t h the 4 3 — 

A. I t may be. I ' l l t e l l you why I say t h a t , because 

I had discussions w i t h somebody a t the OCD, and they had 

i n d i c a t e d t o me — I b e l i e v e a t the Hobbs o f f i c e — t h a t 

there•s overlapping dedications i n t h a t p a r t of the 

northwest q u a r t e r . S p e c i f i c a l l y , the northwest q u a r t e r has 

a 160. And I'm not e x a c t l y sure what the d e d i c a t i o n i s f o r 

the northeast quarter, but i t ' s a nonstandard. I t may 

encompass more than your t y p i c a l 160. 

So r i g h t t here we have t o do some work t o amend 

the w e l l i n the northwest quar t e r , which i s a gas w e l l , i f 

we have overlapping dedications. 

So I'm not r e a l sure how we might approach t h a t . 

I mean, we may ask t o bust up t h a t l a r g e p r o r a t i o n u n i t , 

and maybe make i t two nonstandards. I d o n ' t know. 

Q. I f i t ' s p r e s e n t l y 160 acres? 

A. I don't t h i n k i t i s . I t h i n k i t ' s more than 

t h a t , but I'm not r e a l sure what i t i s . I t may be — See, 
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my — and t h i s i s j u s t , you know, discussions w i t h the OCD. 

My r e c o l l e c t i o n i s , t h i s i s a 160 here — 

EXAMINER STOGNER: Hold i t , t h i s i s not going t o 

come out on the record. 

THE WITNESS: You need t o s t a r t d e s c r i b i n g 

t h i n g s — 

THE WITNESS: A l l r i g h t . 

EXAMINER STOGNER: — instead of p o i n t i n g and 

saying "here". 

Q. (By Mr. Gallegos) But go ahead and p o i n t out, 

but t e l l us v e r b a l l y what you're — 

A. Okay. The northwest quarter i s c u r r e n t l y on the 

records w i t h having a p r o r a t i o n u n i t of 160. B u r l i n g t o n 

d r i l l e d t h i s w e l l , not e x a c t l y sure which one i t i s . 

Q. Which would be i n the northwest of the northwest? 

A. Northwest of the northwest q u a r t e r , yes, s i r . 

Q. And you're p o i n t i n g t o Section 4 — 

A. Section 4. 

Q. — on E x h i b i t 39? 

A. On E x h i b i t 39. 

My discussions w i t h somebody i n the OCD a few 

weeks ago — I be l i e v e i t was Linda Sharpe or somebody l i k e 

t h a t — i s t h a t t h i s p r o r a t i o n u n i t here covers the east 

h a l f of the northwest quar t e r , and i t goes on and covers 

a l l of the northeast quarter and a p o r t i o n of the southeast 
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q u a r t e r , which would mean t h a t on t h e i r records there's an 

overlap t h e r e . 

So when I say I'm not e x a c t l y sure how we would 

approach approval of the rework of t h a t Farnsworth 41, i t ' s 

obvious we're going t o have t o do something t o d i s s o l v e the 

160 t h a t the w e l l i s i n up the r e , p o s s i b l y seek approval 

f o r a nonstandard p r o r a t i o n u n i t f o r i t , which would solve 

the problem of t h a t one, but I'm not sure what i t does t o 

the other 200 or 300 spacing u n i t s . 

Q. And you have a l l the r i g h t s — Gruy has a l l of 

the gas r i g h t s i n Section 4? 

A. Yes, s i r . 

Q. Okay. So what I was t r y i n g t o get a t i s , where 

else are we going t o be faced w i t h p o t e n t i a l l y m u l t i p l e 

w e l l s on the spacing u n i t besides what's l i s t e d here, and 

t h i s one may or may not — 

A. Right, t h a t ' s the only one I'm aware o f , other 

than these w e l l s here. 

Q. Now, i s n ' t i t t r u e , Mr. F a r r i s , t h a t B u r l i n g t o n 

d i d not own and Gruy d i d not — does not t h e r e f o r e own, any 

o i l r i g h t s i n t h i s area? 

A. Oh, yeah, we do own some o i l r i g h t s i n c e r t a i n 

q u a r t e r sections and — I t ' s s p a t t e r i n g o i l r i g h t s 

throughout t h e r e , yes. 

Q. Well, b a s i c a l l y , t h i s area back i n time was one 
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i n which the gas r i g h t s were set aside t o El Paso Na t u r a l 

Gas Company, and the o i l r i g h t s r e t a i n e d by other owners, 

Olson, Texaco, and so f o r t h ? 

A. P r i m a r i l y , t h a t ' s the way i t i s , yes. 

Q. P r i m a r i l y . And then, of course, the progeny of 

your i n t e r e s t i s from El Paso — 

A. Uh-huh. 

Q. — through Meridian, B u r l i n g t o n and t o you? 

A. Right. 

Q. With p r i m a r i l y gas r i g h t s ? 

A. P r i m a r i l y gas r i g h t s , t h a t ' s c o r r e c t . 

Q. Just one other question. On the 43, pr o d u c t i o n 

on the 43 and on the 5, have you f i l e d C-115s? 

A. Yes, s i r . 

Q. A l l r i g h t , and those are — 

A. The Rhodes State Com 5, or the 415 and — 

Q. The 43, which you reworked and put on 

pr o d u c t i o n — 

A. Okay, yes. 

Q. — and presumably you're f i l i n g C-115s f o r the 

ones t h a t have been producing a l l along — 

A. Yes, s i r . 

Q. — l i k e the 41 and the State Com 18 and 19, 

c o r r e c t ? 

A. Uh-huh. Yes, t h a t ' s c o r r e c t . 
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MR. GALLEGOS: A l l r i g h t . Thank you. 

THE WITNESS: Okay. 

MR. CARR: No r e d i r e c t . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. One quick question. I n the northwest q u a r t e r of 

Section 16, what i s the completion date, or when d i d the 

two w e l l s t h a t were producing i n t h a t q u a r t e r s e c t i o n and 

ho l d i n g t h a t acreage when you bought i t — do you know when 

the completion dates on those were? 

A. Okay, i t should be on t h i s schedule. October, 

1973 . 

Q. For both wells? 

A. Yes, s i r . 

Q. And was t h a t p r i o r t o the memorandums t h a t have 

been referenced today, l i m i t i n g , one well? 

A. Yes, s i r , p r i o r t o t h a t , 1980. 

EXAMINER STOGNER: Any other questions. 

MR. CARR: No questions. 

EXAMINER STOGNER: You may be excused. Let's 

take a 2 0-minute recess. 

MR. GALLEGOS: Could I move the admission of some 

e x h i b i t s ? Or we can w a i t , we can w a i t . 

EXAMINER STOGNER: Let's w a i t . 

MR. GALLEGOS: A l l r i g h t . 
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EXAMINER STOGNER: Take a 2 0-minute recess. 

(Thereupon, a recess was taken a t 10:30 a.m.) 

(The f o l l o w i n g proceedings had a t 11:05 a.m.) 

EXAMINER STOGNER: Let's go back on the record. 

Mr. Carr? 

I'm s o r r y , I t h i n k you had something a t t h i s 

t i m e , Mr. Gallegos. 

MR. GALLEGOS: Yes, thank you, Mr. Examiner 

Stogner. 

I would l i k e to move admission of the following 

exhibits which were ide n t i f i e d by witness F a r r i s . Those 

are Hartman's 4, 5, 12, 13, 15, 16, 17, 18, 20 and 22. I'd 

l i k e to move the admission of those, and I ask the Examiner 

to take administrative notice of Exhibits 1, 2, 3 and 6, 

which are orders of the Division or memorandum of the 

Director. 

MR. CARR: We have no o b j e c t i o n . 

EXAMINER STOGNER: Okay, the aforementioned 

e x h i b i t s w i l l be admitted i n t o evidence. 

And I'11 take a d m i n i s t r a t i v e n o t i c e of the 

reference of the previous orders mentioned i n E x h i b i t s 1, 

2, 3 and 6, those being memorandums and r u l e s , I b e l i e v e . 

Mr. Carr? 

MR. CARR: May i t please the Examiner, a t t h i s 

time we would c a l l H.C. Lee. 
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H.C. LEE, 

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

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

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. My f u l l name i s Hen-Chen Lee. How you s p e l l i s 

H-e-n hyphen C-h-e-n, i s my f i r s t name. Last name i s Lee. 

Everybody f o r sho r t j u s t c a l l me H.C. Lee. 

Q. Where do you reside? 

A. I re s i d e A r l i n g t o n , Texas. 

Q. And by whom are you employed? 

A. C u r r e n t l y I'm employed by Gruy Petroleum 

Management Company. 

Q. And what i s your p o s i t i o n w i t h Gruy? 

A. I'm the person review Gruy's newest a c q u i s i t i o n , 

which B u r l i n g t o n Property i n New Mexico t r i e d t o evaluate 

and g i v e a recommendation t o Gruy Petroleum f o r t h e i r New 

Mexico p r o p e r t i e s . 

Q. Mr. Lee, have you p r e v i o u s l y t e s t i f i e d before the 

O i l Conservation D i v i s i o n ? 

A. Yes, s i r , t h i 3 would be a long time ago, way back 

i n l a t e 1983 or e a r l y 1J84. 

Q. Would you summarize your educational background 

f o r Mr. Stogner? 
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A. Yes, s i r . I got my master's degree i n science, 

geology, from U n i v e r s i t y of Arkansas i n 1980. 

Q. And a f t e r t h a t , d i d you — 

A. A f t e r t h a t one, I continued t o go t o U n i v e r s i t y 

of Texas i n A r l i n g t o n and the Midwestern State U n i v e r s i t y , 

W i c hita F a l l , t o study the petroleum e n g i n e e r i n g - r e l a t e — 

the courses. 

And also I go t o d i f f e r e n t short courses, f o r 

example, o f f e r e d by Society of Petroleum Engineering, t r y 

t o get my l i t t l e b i t b e t t e r knowledge i n the petroleum 

engineering area. 

Q. Could you review your work experience i n the 

petroleum industry? 

A. Yes, s i r . I s t a r t e d work f o r a company c a l l e d 

Echo Production, E-c-h-o, from 198 0 through the end of 

1984. A f t e r t h a t one I worked f o r a company c a l l e d Henry 

Energy Corporation from e a r l y 1985 through l a t e 1989. Then 

from 1990 I worked f o r a company c a l l e d CWF Energy, t o the 

beginning of 1995. Then through my personal reasons I 

choose t o r e s i g n and become an independent c o n t r a c t o r since 

e a r l y 1995. 

Then May the 1st, 1997, I go t o Gruy Petroleum, 

s t a r t h e l p i n g t o evaluate t h e i r New Mexico p r o p e r t i e s . 

During a l l those more than 18 years i s , m a j o r i t y , t o help 

company t o evaluate a producing f i e l d , a r e s e r v o i r f o r the 
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g e o l o g i c a l and engineering side, t o see how we can e i t h e r 

enhance or d r i l l i n g more w e l l s or work over, or the 

secondary methods t o enhance the production. 

Q. And i n t h i s work you evaluate the geologic — the 

geology of the r e s e r v o i r ? 

A. Yes, s i r . 

Q. And then you apply engineering p r i n c i p l e s t o do 

what? 

A. To do c a l c u l a t e d drainage p a t t e r n s , what's the 

o r i g i n a l o i l or gas i n place, what's been drained, what's 

the percentage maybe s t i l l remaining, and combine two ideas 

both t o g e t h e r , then give recommendation t o company. 

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 s f i l e d i n 

each of these cases on behalf of Gruy Petroleum Management 

Company? 

A. Yes, I do. 

Q. Have you made a t e c h n i c a l study of the Gruy-owned 

p r o p e r t i e s i n the Rhodes Gas Pool t o determine what 

a d d i t i o n a l d r i l l i n g , i f any, i s necessary t o produce the 

remaining reserves i n the r e s e r v o i r ? 

A. Yes, s i r . 

Q. For the new Rhodes Pool w e l l s t h a t are the 

sub j e c t of each of these consolidated A p p l i c a t i o n s , these 

new w e l l s t h a t were d r i l l e d or recompleted, was t h i s 

a c t i v i t y undertaken based on your study of the r e s e r v o i r 
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and upon your recommendations? 

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

Q. Are you prepared t o share the r e s u l t s of your 

study w i t h Mr. Stogner? 

A. Yes, s i r , I am. 

MR. CARR: We would tender Mr. Lee as an expert 

witness i n petroleum geology and engineering. 

EXAMINER STOGNER: Any o b j e c t i o n . 

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

EXAMINER STOGNER: Mr. Lee i s so q u a l i f i e d . 

Q. (By Mr. Carr) Mr. Lee, l e t ' s go f i r s t t o what 

has been marked as Gruy E x h i b i t Number 7. Would you f i r s t 

i d e n t i f y t h a t f o r Mr. Stogner and then review i t ? 

A. This i s a map showing, using the dark blue 

square, i s w e l l operated by Gruy Petroleum Management 

Company. Then a d d i t i o n a l t o t h a t one, I have a red 

c i r c l e s . Those c i r c l e s are c u r r e n t l y our proposed 

l o c a t i o n s . Then I have a small red squares i n t h e r e , and 

are those w e l l s c u r r e n t l y under completion procedures. 

I want t o p o i n t out a very important w e l l , which 

w i l l be i n Section 8 on the u n i t l e t t e r I . You can see I 

d i d not use the dark blue square t o cover t h a t w e l l . 

That's o r i g i n a l our proposed l o c a t i o n which was d r i l l e d by 

Armstrong. So i t ' s — they operate t h a t w e l l . 

Q. Okay. Now, when we look a t E x h i b i t Number 7, 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 

97 

squares i n d i c a t e only w e l l s t h a t are operated by Gruy; i s 

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

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

Q. The red c i r c l e s are simply your i n t e r n a l 

recommendations as t o where a d d i t i o n a l w e l l s should be 

d r i l l e d i n the r e s e r v o i r ? 

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

Q. And w i l l you be reviewing f o r the Examiner the 

methodology t h a t you used t o s e l e c t these l o c a t i o n s f o r 

a d d i t i o n a l wells? 

A. D e f i n i t e l y , yes, s i r . 

Q. I s i t Gruy's p o s i t i o n t h a t the a d d i t i o n a l w e l l s 

w i l l only be d r i l l e d a f t e r necessary approvals have been 

received from the O i l Conservation D i v i s i o n ? 

A. Yes, s i r . 

Q. Let's go t o E x h i b i t Number 8. W i l l you i d e n t i f y 

t h a t f i r s t and then e x p l a i n what i t shows? 

A. E x h i b i t 8, showing the Yates s t r u c t u r e map f o r 

those nine sections i n the Rhodes area, 2 6 South, 37 East, 

based on a common p i c k i n g of the top of the Yates. Those 

numbers are, g e n e r a l l y speaking, above the sea l e v e l . 

We can see we have a g e n e r a l l y a n t i c l i n a l f e a t u r e 

k i n d o f going n o r t h northwest t o south southeast 

d i r e c t i o n s . We have contour l i n e i n between 50 f e e t . 

Q. What i s the s i g n i f i c a n c e of s t r u c t u r e i n t h i 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 

98 

pool? 

A. Do t o the pool e x i s t s f o r a long, long time, and 

I t r y t o f a m i l i a r i z e f i r s t , i s th e r e have any p o t e n t i a l 

water t a b l e s e t t i n g over there? 

Second t h i n g i s , any p o t e n t i a l o i l r e s e r v o i r 

which above the water t a b l e , and the p o s s i b l e any g a s - o i l -

water contact, and also t r y t o see what's the lowest-

s t r u c t u r e w e l l producing i n the f i e l d ? I s t h e r e any 

p o t e n t i a l expanding the l i m i t of the f i e l d r i g h t now. 

Q. And what does t h i s show you? 

A. I b e l i e v e , based on t h i s i n f o r m a t i o n , my 

conclusion i s t h a t we t o not have a common water t a b l e 

s e t t i n g i n the Rhodes-Yates-Seven River Gas Pool, and the 

water i n d i f f e r e n t w e l l s we're f a c i n g d i f f e r e n t depths, and 

the — als o the w e l l s on the edge of the r e s e r v o i r , we 

b e l i e v e we can d r i l l more w e l l s on the edge of the 

r e s e r v o i r t o recover more gas i n place. 

Q. Let's go t o your isopach map, E x h i b i t Number 9. 

W i l l you review t h a t f o r Mr. Stogner? 

A. Yes, s i r , E x h i b i t 9 i s the work I d i d f o r isopach 

maps f o r Yates and the upper Seven Rivers. What I'm using 

i s , using a v a i l a b l e logs and the p o r o s i t y c u t o f f , 6 

percent. And the — I d i d not do the only Yates r e s e r v o i r 

f o r t he isopach map. I include the upper Seven Rivers 

a l s o , because I be l i e v e they are continuous, same 
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r e s e r v o i r . 

And also by doing t h i s way, you can see we do 

have a — my i n t e r p r e t a t i o n — l o c a l i z e d t h i c k e n i n g and 

t h i n n i n g of t h i s Rhodes-Seven River gas r e s e r v o i r and i s 

not, based on t h i s i n t e r p r e t a t i o n , i s not a homogeneous 

r e s e r v o i r . 

Q. A l l r i g h t , Mr. Lee, l e t ' s go back t o what were 

e a r l i e r presented as Gruy Petroleum E x h i b i t Number 2. 

A. Okay. 

Q. This e x h i b i t was o r i g i n a l l y sponsored by Mr. 

Jessup, who t e s t i f i e d about the e n t r i e s on the e x h i b i t t o 

the l e f t of the s t a t u s column. 

A. Yes, s i r . 

Q. Did you prepare, or was the remainder of t h i s 

e x h i b i t prepared under your d i r e c t i o n and supervision? 

A. I t ' s prepared by me, and I prepared a p o r t i o n 

from the center, the completion date, a l l the way t o the 

r i g h t , i n c l u d i n g the l a s t column of c u r r e n t BHP. 

Q. Now, does t h i s e x h i b i t c o n t a i n i n f o r m a t i o n on a l l 

w e l l s i n the Rhodes Gas Pool? 

A. Yes, except two w e l l s . One i s the w e l l which 

operate by Permok, which w i l l be i n Section 14, 26 South, 

37 East, and also the newest w e l l which I heard complete by 

Mr. Doyle Hartman i n Section 10, 2 6 South, 3 7 East. 

Q. Let's go through these columns. The f i r s t column 
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i s simply the completion date; i s t h a t r i g h t ? 

A. Yes, s i r , the completion date w i t h a s l i g h t — On 

the f i r s t p o r t i o n on the southwest quarter of Section 4, 

the completion date I'm p u t t i n g t here f o r 43 and 415 may be 

d i f f e r e n t than Mr. Zeno F a r r i s f i l e d t o the State. The 

reason i s , a t t h a t time we t r i e d t o get accurate bottomhole 

pressures, so the date put i n t h e r e , August, 1998, f o r 43, 

and the J u l y , 415, those two dates are — only represent 

the 72 hours s h u t - i n bottomhole data we acquired. 

Q. The next column — 

A. Next column — 

Q. — the gross p e r f o r a t i o n s ? 

A. Excuse me. The gross p e r f o r a t i o n s I'm p u t t i n g 

t h e r e i s using the best my knowledge from the e x i s t i n g w e l l 

f i l e s and any published i n f o r m a t i o n , t r y t o showing the 

p e r f o r a t i o n i n t e r v a l s . Sometimes they are d i f f e r e n t , 

sometimes they are i n c l u d i n g the upper or lower Seven 

Rivers, sometimes the w e l l s might be s h o r t e r than they 

reach t o the upper Seven Rivers. 

Q. So b a s i c a l l y what does t h i s column show you about 

the w e l l s i n t h i s pool? 

A. The w e l l -- This column show us, i s , not only the 

w e l l s can be deepening, and some w e l l s maybe can add more 

p e r f o r a t i o n s i n those horizons and recover more recoverable 

gas. 
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Q. Now l e t ' s go t o the column e n t i t l e d " I n i t i a l 

Pressure". What does t h a t show? 

A. The i n i t i a l pressure I'm showing i s the date when 

those w e l l complete t h e i r pressures. I have a hard time 

w i t h some w e l l s . 

For example, the second w e l l from the t o p , the 

Rhodes Federal U n i t 41, t h a t w e l l was d r i l l e d and completed 

i n October, 1939. I t r i e d t o check the best i n f o r m a t i o n I 

can have. I cannot get a r e a l l y comfortable i n f o r m a t i o n . 

A l l I can f i n d i s 1945 pressures. That's the reason — 

That's why I put i n there 672 pounds i n 1945. 

And so on. You can see the next one w i l l be the 

Rhodes Federal U n i t 51. Again, I'm using 1945 pressures. 

A l l those pressure I put i n here i s very 

important t o c a l c u l a t e , based on the o r i g i n a l pressures, 

what's the p o s s i b l e gas-in-place numbers and what's the 

u l t i m a t e recoverable gas under those w e l l s . 

Q. When we look a t t h i s pressure i n f o r m a t i o n , does 

t h a t t e l l you anything about the area these w e l l s could be 

expected t o drain? 

A. I t ' s very i n t e r e s t i n g numbers i n t h e r e . The 

reason i s , f o r example, i f we take a look a t w e l l s complete 

i n 1973, f o r example, t h i s northeast q u a r t e r of Section 8, 

which i s Rhodes Federal U n i t 81, 82, both w e l l complete no 

more than two months apart. For the same p e r i o d times you 
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can see the pressure have q u i t e a b i t of d i f f e r e n c e , about 

2 27 pounds' pressure's d i f f e r e n c e over t h e r e . 

And also we have another w e l l , f o r example, the 

— I'm s o r r y , the second page, the f i f t h one from the top, 

the northwest q u a r t e r 10 and the Rhodes Federal U n i t 102, 

t h a t w e l l , you know, s t a r t i n December of 1973, the 

pressure only have 275 pounds. 

Then l e t ' s take a look a t the pressure. For 

example, B u r l i n g t o n d r i l l e d the second one i n 1991. I n 

1991, pressures i n f o r m a t i o n give you o v e r a l l summary. They 

were as low as 300 pounds, as high as 500 pounds, 

i n d i c a t i n g r e s e r v o i r i s not u n i f o r m l y being drained, and we 

have s i m i l a r pressures. I n c e r t a i n areas we w i l l have 

higher pressures because they d i d not been depleted or 

drained by — e f f i c i e n t l y , by o f f s e t w e l l s . 

Q. The column, "Current D a i l y Rate" — 

A. The c u r r e n t — 

Q. — why i s t h a t included? 

A. The c u r r e n t d a i l y r a t e I put i n here j u s t showing 

c e r t a i n w e l l s . For example, i f we look the n i n t h one from 

the t o p , n i n t h row, the northeast quarter of Section 8, the 

Rhodes Federal U n i t Number 82, and we only have 2 MCF per 

days p r o d u c t i o n — and some was higher, some was lower — 

t o show we do have d i f f e r e n t w e l l s d e p l e t i o n t a k i n g place 

i n d i f f e r e n t times. 

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 

103 

Q. You used t h i s i n f o r m a t i o n i n your v o l u m e t r i c 

c a l c u l a t i o n s and i n your estimations of drainage areas f o r 

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

A. Yes, s i r , t h i s i s one of the f a c t o r s . 

Q. Let's go t o your f i r s t c r o s s - s e c t i o n , cross-

s e c t i o n A-A', which has been marked as E x h i b i t Number 10. 

I ' d ask you t o review t h a t . 

A. Yes, s i r . This cross-section A-A', which — 

Excuse me. 

MR. GALLEGOS: That's a l l r i g h t . Just a second. 

THE WITNESS: Okay. 

Q. (By Mr. Carr) Okay, Mr. Lee, l e t ' s review A-A'. 

A. A-A' t a k i n g the north-south approach, which 

concentrate on the Gruy Petroleum Management Well Number 4 3 

and 415 on the center two w e l l s . 

What I'm t r y i n g t o do here i s t o showing they do 

have d i f f e r e n t t i g h t streaks i n d i f f e r e n t horizons. 

For example, we t a k i n g look the w e l l on the 

ri g h t - h a n d s i d e , the Rhodes Federal U n i t Number 54 — 

apologize the poor q u a l i t y , because copied several times. 

I f we're l o o k i n g j u s t below the Yates horizon, we can see 

we have q u i t e a b i t of p o r o s i t y t i g h t s t r e aks, less than 

s i x percent. And when you go i n , f o l l o w the t i g h t streaks 

t o the l e f t - h a n d side, they p r e t t y w e l l development i n t o a 

more than 6-percent p o r o s i t i e s horizons. 
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MR. GALLEGOS: I'm so r r y , which one are you 

t a l k i n g about? 

THE WITNESS: I'm sorr y . May I stand up? 

EXAMINER STOGNER: Sure. 

THE WITNESS: Thank you. 

I'm t a l k i n g about the w e l l on your r i g h t - h a n d 

s i d e , t he 9 4 w e l l on the cross-section A-A'. I f we 

lo o k i n g a t a lease horizon here, you can see — 

Q. (By Mr. Carr) And you can't say " i n here"; 

you're going t o have t o define i t so t h a t i n the record — 

A. Okay, I'm sorry. 

Q. — we know what we're t a l k i n g about when — 

You're t a l k i n g about the shaded area on the n o r t h e r n p a r t 

of t h a t cross- — or t h a t log? 

A. Yes, s i r . Yes, s i r . 

Q. Okay. Now, what d i d you want t o say about t h a t ? 

A. I want t o p o i n t out, t h a t one i s — being the 

Yates ho r i z o n according t o my i n t e r p r e t a t i o n here, the 

p o r o s i t y horizons, they are not uniform from top t o bottom 

and the w e l l - t o - w e l l s . They do have a l e n t i c u l a r p o r o s i t y 

development i n d i f f e r e n t s e c t i o n of the w e l l s . 

By doing so, i t ' s one of my conclusion, j u s t f o r 

w e l l , you cannot e f f i c i e n t l y t o d r a i n the whole Yates 

s e c t i o n s , sometimes as t h i c k as about 225 f e e t . That's the 

gross, not the net, p o r o s i t y horizons. 
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Q. And when you compare t h a t gross thickness t o your 

net t h i c k n e s s , what i s the d i f f e r e n c e t h a t you see? 

A. Di f f e r e n c e ranging — For example, i f we're using 

a — averaging out a t 200 f e e t , then your net p o r o s i t y 

h o r i z o n sometimes as high as 120 f e e t t o 130 f e e t , using 

the 6-percent c u t o f f . 

And they also — From t h i s c r o s s - s e c t i o n , you can 

see on the second w e l l on your ri g h t - h a n d side, which w i l l 

be Rhodes Federal U n i t Number 415, t h a t w e l l a c t u a l l y i s 

TD 1d much shallower than the w e l l t o i t s r i g h t , Rhodes 

Federal U n i t Number 9 4, and the 9 4 have a d d i t i o n a l 

p o r o s i t y below the TD of the 415. 

Q. When we look a t t h i s c r o s s - s e c t i o n , what k i n d of 

a r e s e r v o i r are you looking at? A homogeneous — 

A. D e f i n i t e l y i s not a homogeneous, d e f i n i t e l y i s a 

more complicated r e s e r v o i r than o r i g i n a l I s t a r t study. 

Q. Okay. Let's go t o cross-section B-B', E x h i b i t 

Number 11. 

A. Yes, s i r . 

Q. What does t h i s show you? 

A. Again, the B-B', I t r i e d t o re-emphasize my 

conclusion on the nonhomogeneous r e s e r v o i r , the p o i n t 

number one. 

The second p o i n t , also you can see we do have 

w e l l s through much deeper, j u s t reach the top of Seven 
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Rivers, and they do have c o n t r i b u t i n g o i l and gas below the 

top of the Seven River r e s e r v o i r . Re-emphasize, i t ' s a 

nonhomogeneous, more complicated r e s e r v o i r than o r i g i n a l my 

t h i n k i n g . 

Q. Mr. Lee, l e t ' s go t o E x h i b i t Number 12, your 

bubble map, and I would ask you t o e x p l a i n t o Mr. Stogner 

how you prepared t h i s e x h i b i t . 

A. This E x h i b i t Number 12 i s combined a l l previous 

— I mentioned the works, which i n c l u d i n g study the i n i t i a l 

w e l l - c o m p l e t i o n pressures, t o study the gas q u a l i t y , the 

n i t r o g e n , C02 contents and the BTU of the gas, w i t h the 

thickness of the isopach maps, a d d i t i o n a l t o t h a t one using 

the average p o r o s i t y i n f o r m a t i o n , c a l c u l a t e d s a t u r a t i o n of 

water, using abandonment pressure based on the area, the 

ga t h e r i n g l i n e pressure between 10 t o 15 pounds t o — 

t h a t ' s — a l l f a c t o r s . 

Then using c u r r e n t those w e l l s ' curve of declines 

t o f i g u r e out what the remaining reserves, add t h a t t o the 

cum so I can come on the u l t i m a t e recoverable gas, then 

b a c k - c a l c u l a t i n g t o what each one w i l l , based on those 

circumstances, how many acres i t can d r a i n . 

Q. So b a s i c a l l y you took t h i s data and d i d a 

vo l u m e t r i c a n a l y s i s and estimated a rad i u s of drainage, and 

t h a t ' s how you p l o t t e d these c i r c l e s ; i s t h a t r i g h t ? 

A. That's e x a c t l y c o r r e c t , s i r . 
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Q. And based on t h i s mapping, what were you 

atte m p t i n g t o do w i t h t h i s map? 

A. Well, t h i s map what I'm t r y i n g t o do i s , from 

p r i o r my experience, I do not l i k e t h i s jumping area, d r i l l 

s e v e r a l w e l l s or workover several w e l l s w i t h o u t a t l e a s t 

g i v e myself a comfort l e v e l . 

F i r s t , a f t e r study t h i s map, my conclusion i s two 

p a r t s : 

F i r s t , based on my summary here, we need 

a d d i t i o n a l w e l l s , or recomplete d i f f e r e n t w e l l s t o the 

shallow Yates-Seven Rivers t o recover remaining reserves. 

Second reason, based on t h i s map, I can see a 

hig h p o t e n t i a l we need t o d r i l l more a d d i t i o n a l edge w e l l s 

t o expand c u r r e n t producing areas i n the Rhodes Yates and 

Seven Rivers Gas Pool. 

Q. So b a s i c a l l y your conclusions are t h a t a d d i t i o n a l 

w e l l s or recompletions are needed on c e r t a i n spacing u n i t s 

t o recover reserves? 

A. Yes, s i r . 

Q. And t h a t a d d i t i o n a l reserves can be recovered by 

expanding the r e s e r v o i r w i t h w e l l s on the u n i t ? 

A. That's r i g h t . 

Q. I s Gruy planning t o propose a change i n the 

o v e r a l l r u l e s f o r the Rhodes Gas Pool t o permit a d d i t i o n a l 

w e l l s on a l l spacing u n i t s ? 
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A. No, s i r . 

Q. Are there any plans t h a t you're aware of a t t h i s 

time t o change the pool rules? 

A. No, s i r . 

Q. And the l o c a t i o n s t h a t are i n d i c a t e d on E x h i b i t 

12 are your recommended a d d i t i o n a l l o c a t i o n s , c o r r e c t ? 

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

Q. And you're not involved w i t h the p e r m i t t i n g 

process or the questions i n v o l v i n g r e g u l a t o r y approvals f o r 

these wells? 

A. No, s i r , I'm not involved t h a t d i r e c t i o n . 

Q. Your assignment i s j u s t t o i d e n t i f y places where 

a d d i t i o n a l w e l l s could be d r i l l e d ? 

A. Yes, s i r . 

Q. I f t h i s A p p l i c a t i o n i s denied, what, i n your 

o p i n i o n , would be the impact on the c o r r e l a t i v e r i g h t s of 

Gruy? 

A. Well, I believe w e ' l l be denied t o have the 

o p p o r t u n i t y t o e f f i c i e n t l y t o recover a d d i t i o n a l remaining 

reserves, and t h e r e f o r e our r i g h t s w i l l be damaged. 

Q. Could the reserves be recovered t h a t are under 

t h e s e t r a c t s by p r o d u c i n g one w e l l now, and t h e n a f t e r t h a t 

w e l l h i t s i t s economic l i m i t d r i l l i n g or producing an 

a d d i t i o n a l w e l l on each of these spacing u n i t s ? Could they 

be produced i n sequence, as opposed t o being c o n c u r r e n t l y 
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produced? 

A. Yes, i f you r e a l l y l e t those w e l l s — f o r 

example, you more than the gathering l i n e pressure you're 

producing, you d e f i n i t e l y maybe waited f o r a long, long 

time — I can't t e l l you how long of your times. Our 

proposed l o c a t i o n reserve d e f i n i t e l y w i l l be reduced. 

Q. And what w i l l — W i l l you by producing them i n 

sequence produce the same volume of gas as i f you could now 

produce them concurrently? 

A. No. Yes, I'm sor r y . 

Q. W i l l you — Let me be sure you understand the 

question. 

A. Okay. 

Q. How w i l l you produce most e f f i c i e n t l y the 

reserves under the t r a c t today? 

A. D e f i n i t e l y w i l l be d r i l l e d a d d i t i o n a l w e l l s and 

get approval t o produce a l l a t the same time. 

Q. And produce them simultaneously? 

A. Yes, s i r . 

Q. I f you are permitted t o produce these w e l l s 

simultaneously, w i l l i t have an adverse impact on the 

c o r r e l a t i v e r i g h t s of any other operators ion t h i s pool? 

A. I don't t h i n k so, because we are o f f s e t by 

ourselves. 

Q. I n your o p i n i o n , w i l l approval of the A p p l i c a t i o n 
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t o simultaneously dedicate these w e l l s otherwise be i n the 

best i n t e r e s t of conservation and the preve n t i o n of waste? 

A. Yes, s i r . 

Q. Were Gruy E x h i b i t s 2, the p o r t i o n t h a t you 

pre- — You prepared a p o r t i o n of Gruy E x h i b i t 2, co r r e c t ? 

A. Yes, s i r . 

Q. And you were responsible f o r or prepared E x h i b i t s 

7 through 12? 

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

MR. CARR: At t h i s time, Mr. Stogner, we would 

move the admission i n t o evidence of Gruy E x h i b i t s 2 and 7 

through 12. 

EXAMINER STOGNER: Any objections? 

MR. GALLEGOS: May t h i s be w i t h h e l d pending 

cross-examination? There may be a couple of — I don't 

have any o b j e c t i o n except t o Number 12. 

EXAMINER STOGNER: Let's see, Number 12 being the 

drainage c a l c u l a t i o n ? 

MR. GALLEGOS: Yes. 

EXAMINER STOGNER: Then you wouldn't o b j e c t t o 7 

through 11 being admitted a t t h i s time? 

MR. GALLEGOS: Yeah, and I would l i k e t o w i t h h o l d 

r u l i n g and have o b j e c t i o n s t o 9 also. That's the net-pay 

c a l c u l a t i o n s . 

EXAMINER STOGNER: Well, f o r s i m p l i c i t y w e ' l l 
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j u s t h o l d o f f t i l l . . . 

MR. GALLEGOS: Thank you, Mr. Examiner. 

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

of Mr. Lee. 

EXAMINER STOGNER: Mr. Gallegos? 

CROSS-EXAMINATION 

BY MR. GALLEGOS: 

Q. Mr. Lee, l e t ' s go back a l i t t l e b i t so we can 

l e a r n some more about your experience. 

A. Yes, s i r . 

Q. T e l l us p r i o r t o t h i s what work you have done i n 

Lea County, New Mexico, hydrocarbon f i e l d s . 

A. Yes, s i r . I s t a r t e d w i t h Echo Production. At 

t h a t time our work was m a j o r i t y concentrate the — I 

be l i e v e the King and the Gladiola and the Bronco f i e l d and 

the southeast p o r t i o n of the Lea County, I b e l i e v e , i n the 

13 South — I'm not sure e x a c t l y township and range, but 

ge n e r a l l y i n t h a t d i r e c t i o n . 

Q. What f i e l d ? 

A. The Bronco — 

Q. Bronco. 

A. — and the King and the G l a d i o l a f i e l d . 

Q. I n what formations? 

A. This w i l l be Devonian, Bone Spr- — and the 

Wolfcamp, i n t h a t general d i r e c t i o n s . And also study — 
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I'm s o r r y , I cannot t e l l you e x a c t l y township and range — 

w i l l be i n Eddy County across the s t a t e l i n e from Loving 

County, the Delaware sands, Delaware sand over t h e r e . Also 

t o t he n o r t h w i l l be Chaves County, New Mexico, f o r the Abo 

d e t r i t a l , and also study the f i e l d c a l l e d the Chaveroo 

f i e l d i n the northern p o r t i o n of Chaves County. 

Q. Okay. That was back f o r Echo, back i n the e a r l y 

1980s? 

A. Yeah, t h a t ' s i n c l u d i n g Echo. I'm s o r r y , I jump 

ahead of the time. Echo and Henry Energy Corporation 

combined. 

Q. Okay. What has been your previous experience i n 

what we g e n e r a l l y r e f e r t o as the Yates-Seven Rivers trend? 

A. Okay, experience on t h a t one, my m a j o r i t y work 

t h a t time w i l l be i n e a r l y 1990 w i t h CWF Energy. I was 

st u d y i n g i n the Eumont f i e l d and the Jalmat, which w i l l be 

the 24 South, 36-37 East d i r e c t i o n , f o r the — not only f o r 

Yates, i n c l u d i n g the T a n s i l l , Yates, Seven River and Queen. 

And a p o r t i o n of the Drinkard — Drinkard, D-r-i-n-k-a-r-d. 

Q. What were you doing? 

A. At t h a t time we t r i e d t o acquire c e r t a i n 

p r o p e r t i e s i n t h a t area, so we t r y t o do the same t h i n g t o 

see under those — t h a t time, any p o t e n t i a l a d d i t i o n a l 

w e l l s , reserves, can be d r i l l e d by new w e l l s or workover 

from the deeper horizons, and t o evaluate any p o t e n t i a l 
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a c q u i s i t i o n s . 

Q. And what happened? There were no a c q u i s i t i o n s ? 

A. Well, the p r i c e , I b e l i e v e — i t was very p r i c e y , 

and we cannot see a six-years' or f i v e - y e a r s ' payoff 

purchase w i l l be the best i n t e r e s t f o r the company. That's 

the reason those p r o j e c t dropped. And — Go ahead, s i r . 

Q. Well, so i s i t accurate t o say no w e l l s have been 

d r i l l e d and completed i n the Yates-Seven Rivers t r e n d , 

based on your recommendations and your i d e n t i f i c a t i o n of 

producing areas? 

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

Q. Okay. Now, when d i d you s t a r t working on t h i s 

p r o j e c t f o r Gruy? 

A. The s t a r t i n g date w i l l be o f f i c i a l May 1st, 1997. 

Q. No, I understand you s t a r t e d work — Your 

employment s t a r t e d on May 1st — 

A. Yes, s i r . 

Q. — 1997. 

A l l r i g h t . I'm t a l k i n g about the p a r t i c u l a r work 

t h a t we see t h a t you're presenting here today i n the form 

of these e x h i b i t s . When d i d t h a t study s t a r t ? 

A. W i l l be almost the same time, s i r . 

Q. A l l r i g h t . And so what were the steps t h a t you 

took i n i t i a l l y , then? 

A. That time, due t o the a l l o t t e d w e l l f i l e s , i n 
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Houston, I went t o Houston t o c o l l e c t a c e r t a i n boxes 

i n f o r m a t i o n s r e l a t e t o the Rhodes areas, t r y t o get a l l the 

w e l l s ' p a s t - p e r f o r a t i o n s i n f o r m a t i o n s , recompletion 

i n f o r m a t i o n s f o r t h i s whole township and range areas. 

When we do not have those w e l l f i l e s , I go t o 

For t Worth Geological L i b r a r y or Geomap t o c o l l e c t i n g what 

a d d i t i o n a l i n f o r m a t i o n they have, and the same times I copy 

the O i l Conservation Commission production i n f o r m a t i o n s , 

make sure I have the most accurate i n f o r m a t i o n f o r those 

w e l l s , same times c o l l e c t i n g logs — and u n f o r t u n a t e l y some 

logs are very, very o l d , are from 1950s, the cased-hole 

neutron logs — and combine a l l those i n f o r m a t i o n together, 

s t a r t doing the — what I c a l l a p i e c h a r t map t o show 

which w e l l , which horizon they p e r f o r a t e , t o make sure I 

give the r i g h t cumulative production t o t h a t p a r t i c u l a r 

h orizons. 

A f t e r t h a t one, I c o r r e l a t e logs, get a s t r u c t u r e 

map, then come back t o doing the p o r o s i t y net-pay 

c a l c u l a t i o n s , get isopach maps, get those t h i n g s done, then 

g e n e r a l l y a l l those maps. 

Next procedures, I f o l l o w up w i t h l o o k i n g a t the 

curve of declines on the e x i s t i n g w e l l s t o see any p o r t i o n 

of the f i e l d s have a higher remaining reserves under t h a t 

circumstance, put t h a t number w i t h the cum so I got 

u l t i m a t e recoverable numbers. 
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Then go t o the w e l l f i l e s t o f i n d out, each one 

w e l l , what type of gas we are t a l k i n g about, the q u a l i t y of 

the gas and what k i n d of pressure i n f o r m a t i o n s , t r y t o get 

a BHP over Z number t o c o r r e l a t e i t back, combine a l l those 

i n f o r m a t i o n s together. 

Then seeing the w e l l s i s an older w e l l or newer 

w e l l s , and s t a r t from the older w e l l s t o generate the 

bubble map which the u l t i m a t e recoverable o i l map, the 

c i r c l e maps, and using p r e t t y standard, about a 90-percent 

recoverable f a c t o r s . 

Then the newer w e l l s f o l l o w . For example, i n 

1973 or 1990 w i l l be the lower recoverable f a c t o r s numbers. 

So combine a l l those i n f o r m a t i o n t o g e t h e r , come 

up t h e , I b e l i e v e , my E x h i b i t Number 12, s i r . 

Q. A l l r i g h t , l e t ' s go back t o your d e t e r m i n a t i o n of 

a p o r o s i t y c u t o f f f a c t o r . 

A. Yes, s i r . 

Q. This was some — This was the r e s u l t of a 

c a l c u l a t i o n t h a t you made? 

A. Yes, s i r . 

Q. A l l r i g h t . Did you r e f e r t o any other — any 

l i t e r a t u r e , any other sources as t o what c u t o f f f a c t o r s 

were being used i n t h i s p a r t i c u l a r area, i n the Rhodes Gas 

Pool? 

A. Yes, s i r , I sure d i d . I got two d i f f e r e n t 
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sources. 

One i s several studies which was under the 

storage u n i t , a t t h a t time was 0 over 01. I cannot t e l l 

you e x a c t l y the date, I'm s o r r y , on t h a t one. 

The second one i s based on the f i l e s we got from 

B u r l i n g t o n Resources. B u r l i n g t o n was using 12-percent 

p o r o s i t y c u t o f f . 

Q. Okay, t h a t makes a considerable d i f f e r e n c e . I n 

other words, the lower your c u t o f f f a c t o r , the more you're 

c a l l i n g zones pay; i s t h a t correct? 

A. Yes, s i r . 

Q. I f i t ' s 12 percent, many of the zones are not 

considered pay or p r o d u c t i v e , c o r r e c t ? 

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

Q. And you also found, d i d n ' t you, t h a t i t was 

common f o r those working i n t h i s area t o use a c u t o f f 

f a c t o r of 15 percent? 

A. Yes, s i r , I also got the document t h e r e , yes, 

s i r . 

Q. Okay. What d i d you consider t o be the f a c t o r you 

used f o r hydrocarbon-feet of pay i n t h i s p a r t i c u l a r 

formation? 

A. That's depending on what Rw numbers you're using. 

You're using Rw number i s 0.03, then you w i l l have a higher 

n e t - f e e t pay. So using Rw 0.05, you w i l l have a l e s s e r . 
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And my general conclusions, I was — I probably o v e r a l l am 

using maybe a 13.5 t o 13. 

Q. Okay. 

A. And I saw several documents, B u r l i n g t o n was using 

12.2 numbers. 

Q. Yeah, B u r l i n g t o n used 12.2 i n t h e i r 

c a l c u l a t i o n s — 

A. Yes, s i r . 

Q. — i s n ' t t h a t r i g h t ? 

And you're saying t h a t your c a l c u l a t i o n s use 13? 

A. Yes, s i r , 13 or 13.5, I cannot t e l l you e x a c t l y 

number, don't have the f i l e . 

Q. Then what d i d you consider g e n e r a l l y t o be the 

pe r m e a b i l i t y ? 

A. I consider p e r m e a b i l i t y o v e r a l l as p r e t t y low. I 

consider i t — I c a l l i t low i s because I also work i n 

d i f f e r e n t f i e l d s , i n d i f f e r e n t areas. I thought t h a t maybe 

l o o k i n g a t 1 t o 2 m i l l i d a r c y , maybe even le s s e r . 

Q. Oh, so you consider t h i s a t i g h t formation? 

A. Yes, s i r . Yes, t e c h n i c a l term, yes, i f you 

compare w i t h other sandstone r e s e r v o i r s . 

Q. Maybe something l i k e your experience up i n the 

Abo for m a t i o n , would you say? 

A. Yes, Abo — No, Abo d e t r i t a l formations would be 

s i m i l a r wherever low p e r m e a b i l i t i e s over t h e r e i n the 
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Chaves County, New Mexico. 

Q. Yes, but you considered t h i s also a low — 

A. Yes. 

Q. — p e r m e a b i l i t y — 

A. Yes. 

Q. — formation? 

A. But you know, t h a t ' s j u s t o v e r a l l . The average, 

you do can — You know, they have several w e l l s cored i n 

t h e r e , they do i n d i c a t e c e r t a i n p o r o s i t y horizons, 

sometimes as high as 15, 20, but they're very l i m i t 

horizons under t h a t high-perms areas. 

Q. Okay. But by and la r g e , the p e r m e a b i l i t y was 

low? 

A. Yes, s i r . 

Q. Okay, i n your opinion? 

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

Q. A l l r i g h t . Now, l e t ' s get a l i t t l e b e t t e r idea 

of what you d i d on E x h i b i t 2, which i s t h i s t a b l e . 

A. Yes, s i r . 

Q. I t r i e d t o f o l l o w and I got l o s t t o some exte n t , 

but I t h i n k you were t e l l i n g us t h a t one of the fe a t u r e s of 

t h i s t a b l e t h a t you thought was s i g n i f i c a n t t o your op i n i o n 

i s t h a t c e r t a i n w e l l s i n close p r o x i m i t y and d r i l l e d 

r oughly the same time show a s i g n i f i c a n t d i f f e r e n t i a l i n 

pressure? 
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A. Yes, s i r . 

Q. And I t h i n k the f i r s t example you gave was t h a t 

of the Wells 81 and 82 i n the northeast of Section 8? 

A. I b e l i e v e so, yes, s i r . 

Q. Okay. And then what was the other example? I 

got l o s t by the time I made a note. I t h i n k you f l i p p e d a 

page and — 

A. I'm so r r y i f I speak too f a s t . 

Q. No, t h a t ' s a l l r i g h t , I j u s t — I'm slow w i t h 

keeping up. 

What was the other example? 

A. Let's see. I b e l i e v e I was using the second 

page, the f i f t h one from the top, would be northwest 

q u a r t e r of Section 10, The Rhodes Federal U n i t Number 102. 

Q. Okay, and comparing t h a t against what, though? 

A. Compare t h a t one w i t h the f i r s t on the northeast 

q u a r t e r of Section 8, the Rhodes Federal U n i t 81, 82. 

Q. I'm s o r r y , where i s tha t ? 

A. That's on f i r s t page, the n i n t h columns — n i n t h 

rows from the to p , the northeast quarter of Section 8 — 

Q. Northeast quarter of — Oh, the two t h a t we 

looked a t — 

A. Yes, s i r . 

Q. — before? 

A. Yes, s i r . 
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Q. Okay. You're comparing t h a t w i t h the Rhodes 

Federal Number 102 because i t was also d r i l l e d i n December 

of 1973? That's why you — 

A. Yes, i n the same pe r i o d of time, yes, s i r . 

Q. A l l r i g h t . And t h a t i n f o r m a t i o n l e d you t o the 

conclusion t h a t t h i s pressure d i f f e r e n t i a l i n d i c a t e s a lack 

of uniform drainage? 

A. That's one of the f a c t o r s , yes, s i r . 

Q. Okay, and j u s t — When we t a l k about the 

pressures over i n the column of c u r r e n t bottomhole 

pressure — 

A. Yes, s i r . 

Q. — what i s c u r r e n t -- what does t h a t mean? 

A. That's c u r r e n t pressure — 

Q. This year or — 

A. That's — I'm so r r y , t h a t ' s September, 1997, the 

l a s t time when we have pressure i n f o r m a t i o n , we send i t t o 

the OCD, except the f i r s t two w e l l s . That's the 4 3 and the 

415. The 43 i s August, 1998. The 415 i s J u l y , 1998, 

pressure i n f o r m a t i o n . 

Q. Well, what about the r e s t of t h i s column? You're 

not t e l l i n g us t h a t a l l of these bottomhole pressures are 

as of September, 1997, are you? Throughout the ta b l e ? 

A. Yes, s i r . 

Q. Those are a l l taken i n September of 1997 on a l l 

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 

^ 121 

of these wells? 

A. Yes, s i r . 

Q. And pressure, bottomhole pressure, was 

ascertained i n a l l of these wells? 

A. Yes, we do y e a r l y t e s t s . 

Q. A l l r i g h t . On a l l — These are a l l Gruy w e l l s . 

And you d i d a w i r e l i n e — 

A. Yes, s i r . 

Q. — w i r e l i n e on a l l of these wells? 

A. Yes. 

Q. Okay. So a l l these pressures are September, 

1997? 

A. Yes, s i r . 

Q. Now, l e t ' s look a t — And your cum p r o d u c t i o n — 

A. That's — 

Q. — what does t h a t come from? 

A. — March, 1998, e i t h e r from the OCD number, 

pr o d u c t i o n number, or from a published company c a l l e d 

Lasser, L-a-s-s-e-r, t h e i r CD-ROM production i n f o r m a t i o n s . 

Q. Okay. And any cum t h a t we look a t here, we would 

understand t h a t i t would be from the completion data of the 

w e l l u n t i l March, 1998? Or soon a f t e r completion. I mean, 

from when the w e l l f i r s t went on production. 

A. The newer w e l l s , I would say yes. The o l d e r 

w e l l s sometimes have a problem, because a t t h a t time the 
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u n i t was under gas i n j e c t i o n program, and so the 1939, 1937 

w e l l s , I b e l i e v e — t h a t ' s my best knowledge, t h a t ' s the 

cum on t h a t one, yes, s i r . 

Q. The cum would be f o r what p e r i o d of time? 

A. For — Since t h e i r p roduction days s t a r t , I 

b e l i e v e so, yeah. 

Q. So you're aware t h a t t h i s f i e l d was a gas-storage 

u n i t — 

A. Yes, s i r . 

Q. — f o r decades? 

A. Yes, s i r . 

Q. So when you show a cum t h e r e , you're showing a 

cum t h a t r e f l e c t s n a t i v e gas and storage gas? 

A. No, s i r . The cum showing i s what l a t e r on when 

the Rhodes gas f i e l d s , they claim they already recover a l l 

t h e i r i n j e c t i o n gas, from t h a t p o i n t the n a t i v e gas 

numbers. 

Q. Okay. So your cum here should only be from t h a t 

p e r i o d of time a f t e r i t was no longer a storage u n i t ? 

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

Q. A l l r i g h t . Now, your pressures f o r the 81 and 

82, taken i n 1973, t h a t you say show a s i g n i f i c a n t 

d i f f e r e n t i a l , would be pressures taken when these w e l l s 

were i n the storage u n i t ; i s n ' t t h a t r i g h t ? 

A. No, t h a t p a r t i n f o r m a t i o n i s from t h e i r 
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completion i n f o r m a t i o n , when they complete the w e l l s and 

p e r f o r a t e , f r a c , then they d i d a bottomhole pressure t e s t 

i n f o r m a t i o n s before they i n j e c t i n g any gas. 

Q. Oh, but they were completing the w e l l i n t o a gas-

storage u n i t a t t h a t time? 

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

Q. A l l r i g h t . And you don't t h i n k t h a t could 

account f o r a d i f f e r e n t i a l i n the pressure? 

A. My o p i n i o n i s , maybe very s l i g h t but I don't 

t h i n k there's a whole l o t d i f f e r e n c e . 

Q. What p e r i o d of time was t h i s a gas storage u n i t ? 

A. I do not have a f i l e i n f r o n t of me, but i t ' s 

more towards 1950 and 1960s. Maybe I'm wrong. I cannot 

answer the question r i g h t now w i t h o u t my f i l e w i t h me. 

Q. Well, do you know when i t ceased t o be a gas-

storage u n i t ? 

A. Again, I r e a l l y need t o r e f e r t o more i n f o r m a t i o n 

i n my o f f i c e . I cannot r e c a l l e x a c t l y the day and month. 

Q. Another f a c t o r beside pressures t h a t I thought 

you — on which you placed some s i g n i f i c a n c e , was, you s a i d 

t h e r e i s no common water table? 

A. Yes, s i r . 

Q. I don't understand t h a t d e s i g n a t i o n or 

c h a r a c t e r i z a t i o n . Would you e x p l a i n t h a t , please? 

A. Sure, yes, s i r . What I mean about common water 
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t a b l e , f o r example, i f we're l o o k i n g a homogeneous 

r e s e r v o i r s e t t i n g over t h e r e , i f t h a t ' s a water-driven 

r e s e r v o i r we w i l l see a bottom water t a b l e p r e t t y uniform 

i n place-

But under leased f i e l d , so f a r as my study 

r e s u l t , we do have d i f f e r e n t w e l l s i n d i f f e r e n t h o r i z o n , 

d i f f e r e n t p a r t i c u l a r sand p o r o s i t i e s , have more water than 

other w e l l s i n the area, lead me be l i e v e leases t h a t ' s not 

have a common water coming up from underneath. 

Q. Are you t a l k i n g about the water s a t u r a t i o n i n the 

r e s e r v o i r ? 

A. No, I'm t a l k i n g about the production of the 

water, producing water from each one w e l l . 

Q. And do you have something t h a t demonstrates t h a t 

or c h a r t s t h a t ? 

A. For example, we have a w e l l i n Section 22. I t i s 

the o l d name f o r the Rhodes Number 4-8A, as "apple". That 

w e l l w i l l be l o c a t e i n the u n i t l e t t e r I on the Section 22, 

3 7 South — 26 South, 3 7 East. 

Q. Uh-huh. 

A. That w e l l , we — I got a c a l l from the f i e l d 

o f f i c e , s a i d t h a t we produce q u i t e a b i t of water, and 

a f t e r study, put a c a s t - i r o n bridge plug, and r i g h t now we 

produce w a t e r - f r e e . 

Q. That w e l l i s i n f a i r l y close p r o x i m i t y t o 
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Texaco's Rhodes-Yates Waterflood U n i t , i s n ' t i t ? 

A. That's c o r r e c t , but we do not have the problem, 

f o r example, t o the n o r t h of the Waterflood Number IA, 

which w i l l be u n i t l e t t e r C, and we do not have a problem 

i n t he Number 3A, the u n i t l e t t e r A, as "apple", i n the 

same s e c t i o n . 

Q. Well, but what you're doing i s , you're g e t t i n g a 

water f l o w i n t h a t p a r t i c u l a r w e l l i n the southeast of 

Section 22? 

A. My conclusion i s not — Well, you know, 

g e o l o g i c a l engineering i s always subject t o d i f f e r e n t 

i n t e r p r e t a t i o n s , but I don't t h i n k so. 

Q. Are you aware t h a t other w e l l s i n t h i s area have 

encountered — even f a r t h e r away from the Texaco 

w a t e r f l o o d , have encountered serious water flows? 

A. Yes, s i r , I aware t h a t i n f o r m a t i o n , and when we 

heard the problem Mr. Hartman, on he d r i l l i n g h i s new 

w e l l s , yes. 

Q. Okay, so what else, other than what you've 

mentioned about the water i n t h i s w e l l i n the southeast of 

22, supports t h i s p o s i t i o n about a d i f f e r i n g water table? 

A. I n the Section 8, we can take a look. 

The o l d w e l l , c a l l e d the Rhodes Federal Gas U n i t 

Number 22, which w i l l be u n i t l e t t e r G, Section 8, 26 

South, 37 East, d i r e c t i o n , t h a t w e l l o r i g i n a l was p e r f o r a t e 
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shallower, so I t r y t o going back down t o the upper Seven 

Rivers, which, a f t e r I p e r f o r a t e t h a t one and we encounter 

very h i g h percentage of the water. 

Same token, the same horizon, when we d i d the r e 

e n t r y p r o j e c t on the o l d Texaco w e l l , c a l l e d the Number 28 

Moberly, due west on the u n i t l e t t e r F, Section 8, 2 6 

South, 37 East, we do not have the water problem. 

Q. And t h a t ' s — Those two w e l l s t e l l you, then, 

t h a t there's a d i f f e r i n g , as you put i t , water t a b l e ? 

A. Yes, s i r . 

Q. How successful was t h a t w e l l t h a t you j u s t 

mentioned t h a t you d r i l l e d ? I guess i t ' s i n the northwest 

of Section 8, i n u n i t l e t t e r F. 

A. F, i s u n i t l e t t e r F. 

Q. Yes, s i r . 

A. That's a r e - e n t r y w e l l , and o r i g i n a l l y was 

abandoned by Texaco. And I went back i n t h e r e , and as f a r 

as the averaging out, we are loo k i n g a t between 10 t o 12 

b a r r e l s of o i l per day w i t h the gas volume between 12 0,000 

t o 135,000 cubic f e e t of gas per day. 

Q. And t h a t ' s completed i n what formation? 

A. That's w e l l completed w i t h t h e Yates and upper 

Seven Rivers. 

Q. Let's, i f we might, concentrate j u s t a b i t on the 

work on Section 4, t o s t a r t w i t h . 
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A. Yes, s i r . 

Q. I t ' s up there on the board, and i t ' s also 

p o r t r a y e d on your E x h i b i t Number 12 — 

A. Yes, s i r . 

Q. — drainage areas. 

Focusing on the southwest quarter of Section 4 — 

A. Yes, s i r . 

Q. — there was already e x i s t e n t the w e l l t h a t we've 

been c a l l i n g the 41 — 

A. Yes, s i r . 

Q. — which would be i n the southeast of the 

southwest? 

A. Yes, s i r . 

Q. And t h a t ' s shown t h e r e , t h a t ' s meant t o — Your 

c i r c l e i s meant t o p o r t r a y t h a t well? 

A. Yes, s i r . 

Q. And the c i r c l e , the large c i r c l e around i t , 

represents the area of drainage from the 41? 

A. Yes, s i r . 

Q. And the 41 has been i n place since — I f o r g e t 

when i t was — 

A. 1939. 

Q. Yeah, okay. A l l r i g h t , and then t h e r e was also 

on t h a t u n i t the 43 w e l l , which had been o r i g i n a l l y an o i l 

w e l l ? I s t h a t — 
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A. Yes, s i r . 

Q. I s t h a t shown here? 

A. Yes, t h a t ' s showing t h a t a gas w e l l . 

Q. Shown as a gas w e l l j u s t — 

A. Yes. 

Q. — a t the very — you might c a l l i t the very 

n o r t h end of t h i s — 

A. Yes, s i r . 

Q. — southwest quarter? 

Q. A l l r i g h t . And the drainage area you're showing 

t h e r e i s the gas-drainage area? 

A. Yes, s i r . 

Q. And then what you're proposing, then, the 

square — the WOC stands f o r what? 

A. Wait on completion. 

Q. Meaning t h a t the w e l l i s already d r i l l e d ? 

A. Yes, s i r . 

Q. I t ' s a c t u a l l y completed? 

A. E i t h e r w a i t i n g on completion or d u r i n g completion 

procedure but not completed y e t . 

Q. This i s the 4- — what's been r e f e r r e d t o as the 

415? 

A. Yes, s i r . 

Q. A l l r i g h t . And what's the drainage area t o be of 

the 415? You don't p o r t r a y t h a t . That's going t o overlap, 
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c l e a r l y i s going t o overlap the other two c i r c l e s of 

drainage t h a t are already shown; i s n ' t t h a t true? 

A. No argument, s i r . 

Q. And d i d you — you recommend the d r i l l i n g of the 

415 i n what would be the southwest of the southwest? 

A. Yes, s i r . At t h a t time d u r i n g the 

recommendations i s — our main, primary t a r g e t was not 

Yates-Seven River r e s e r v o i r . A c t u a l l y , t h a t q u a r t e r 

s e c t i o n we do own o i l r i g h t . So o r i g i n a l my proposal was 

go t o 3450 or 3500 f e e t t o take a look the p o t e n t i a l f o r 

the Queen horizons, the o i l horizons. 

But t h a t time, when we d r i l l e d down t o about 3 050 

f e e t , I got a c a l l from the f i e l d d r i l l i n g superintendent 

s a i d t h a t they only can go down t o about 3 057 f e e t . From 

3050 t o 3057 f e e t — 

Q. They l o s t c i r c u l a t i o n , d i d n ' t they? 

A. The t o t a l l y l o s t the c i r c u l a t i o n . They fought 

f o r q u i t e a w h i l e , so I r e f e r t h a t matter t o our d r i l l i n g 

engineer and f i n a l l y decide, due t o the p o t e n t i a l encounter 

of the mechanical problems, so we decide, go ahead TD t h a t 

a t t h a t depth. 

Q. Okay, l e t ' s get t h i s sequence r e a l c l e a r . Okay? 

B a s i c a l l y , the f a c t was, as f a r as the — as another gas 

w e l l , t h i s q uarter s e c t i o n was drained and would be drained 

e f f i c i e n t l y w i t h the 43 and 41 w e l l ; i s n ' t t h a t t rue? 
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A. I would say the m a j o r i t y , yes, but not a l l . 

Because we s t i l l can see we have the southwest q u a r t e r , 

southwest quarter do have some space l e f t , and also t o the 

no r t h e r n h a l f of the northeast quarter have p o t e n t i a l i n 

d r a i n areas. 

Q. Well, but you have o f f s e t t i n g w e l l s i n other 

areas t h a t w i l l d r a i n , j u s t as the 41, according t o you, i s 

d r a i n i n g gas from under Section 9? 

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

Q. A l l r i g h t . So what you d i d i s , you thought you 

had sele c t e d a l o c a t i o n f o r an o i l w e l l i n the — what? 

Langlie-Mattix-Queen? 

A. Yes, s i r . 

Q. A l l r i g h t . So then what happens i s , a t about 

3000, 3100 f e e t , they're d r i l l i n g and they lose 

c i r c u l a t i o n ? 

A. I b e l i e v e i t ' s 3050, yes, s i r . 

Q. 3050. 

A. Yes, s i r . 

Q. A l l r i g h t . Now, I mean t h a t ' s probably t e l l i n g 

you you're h i t t i n g a permeable r e s e r v o i r , r i g h t ? I t ' s not 

uncommon? 

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

Q. Your mud or your d r i l l i n g f l u i d s go up because 

you're g e t t i n g i n t o a h i g h - p e r m e a b i l i t y r e s e r v o i r ? 
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A. Yes, s i r . 

Q. Which was the Yates r e s e r v o i r , r i g h t , a t 3050? 

A. That's a Yates-Seven River, much more the upper 

Seven River horizons. 

Q. A l l r i g h t . And i t ' s not uncommon when t h a t 

happens f o r those conducting the d r i l l i n g t o take steps t o 

r e g a i n the c i r c u l a t i o n ? 

A. Yes, s i r . 

Q. But Gruy d i d n ' t do t h a t ? 

A. At t h a t time we were using the water system. We 

do not have a mud on l o c a t i o n s , and t h a t ' s the reason our 

d r i l l i n g superintendent f i n a l l y decide i t w i l l be a wise 

d e c i s i o n t o , due t o mechanical problems, stop the d r i l l i n g . 

Q. You're d r i l l i n g w i t h o u t mud? 

A. Yes, s i r . 

Q. You're j u s t d r i l l i n g w i t h b r i n e water? 

A. Yes, s i r . 

Q. Okay. But even a t t h a t , you can c a l l out 

H a l l i b u r t o n and they come out and you use the l o s t 

c i r c u l a t i o n m a t e r i a l s and you get going, put the mud, and 

you can s t a r t up again; i s n ' t t h a t r i g h t ? 

A. They d i d using the l o s t - c i r c u l a t i o n m a t e r i a l s , 

and — but cannot regain the c i r c u l a t i o n s , and then they 

c a l l so we made a d e c i s i o n t o stop d r i l l i n g . 

Q. And t h a t w e l l was not logged, was i t , open-hole 
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log? 

A. That w e l l , we h i r e d Schlumberger a t t h a t time — 

Let me get myself r i g h t . We set a pipe, we run the case 

hole l o g . 

Q. That's what I said, you d i d not do an open-hole 

log? 

A. No, we d i d not. 

Q. And you as a g e o l o g i s t , you know t h a t you're i n a 

s i t u a t i o n here where you're going t o be coming before a 

r e g u l a t o r y body t o make a geology p r e s e n t a t i o n and t a l k 

about the behavior of the r e s e r v o i r and the drainage, but 

you don't get an open-hole l o g i n t h i s l o g ; i s n ' t t h a t what 

happened? 

A. That d e c i s i o n made i s f i r s t , do you have so many 

w e l l s i n the area, i n the Rhodes area, adjacent, I t a l k i n g 

about, 80s, 90s, comments on the neutron-density p o r o s i t y 

l o g , dual l a t e r a l logs. 

And the — we won't have a chance also t o 

evaluate any p o t e n t i a l deeper w e l l s which case the hole, 

have any p o t e n t i a l by using a case-hole e v a l u a t i o n too. 

So a t t h a t time our de c i s i o n was, i t w i l l be a 

good time t o case t h i s w e l l using case-hole e v a l u a t i o n logs 

t o evaluate under these k i n d of circumstance how close the 

o i l and gas — I'm sor r y , the hydrocarbon i n the p o r o s i t y 

horizons we can produce, versus of the open-hole logs. So 
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we're doing experimental t o see the case-hole l o g w i l l work 

as good as the open-hole logs. 

Q. Wasn't the s i t u a t i o n was t h a t Gruy was i n a hurry 

t o get these w e l l s d r i l l i n g , a d r i l l i n g c o n t r a c t , and so 

when i t l o s t c i r c u l a t i o n , decided w e ' l l j u s t stop t h e r e , 

move the r i g t o d r i l l the next w e l l , and w e ' l l j u s t make 

t h i s a gas well? 

A. No, s i r . 

Q. Well, but you agree i t could have gone on and 

d r i l l e d t o the t a r g e t formation; i t j u s t would have taken 

more time? 

A. I t ' s p o s s i b l e , but I don't know. 

Q. Well, also, unless I misunderstood your 

testimony, I thought you were t e l l i n g the Examiner e a r l i e r 

t h a t you were using t h i s 415 w e l l as an example t o show 

t h a t some w e l l s were completed i n deeper formations and 

t h e r e f o r e opened up more pay, and some w e l l s were not 

d r i l l e d so deep, and t h a t meant t o you t h a t more pay was 

a v a i l a b l e than i s being produced? 

A. Yes, s i r . 

Q. But what r e a l l y happened on the 415 i s what 

you've j u s t described: You simply — They l o s t c i r c u l a t i o n 

and stopped a t t h a t point? 

A. That's one reason. 

The second reason, i f you take a look, the w e l l s 
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which on your l e f t - h a n d side on the c r o s s - s e c t i o n A-A', 

c a l l e d the Texas P a c i f i c Coal and O i l Company, the 

Farnsworth Number 4-12, t h a t w e l l p e r f o r a t e d as low as j u s t 

below the top of Seven Rivers, and t h a t same hori z o n i s 

also not appear i n the 415 w e l l s , and the — also t h a t 

p e r f o r a t i o n s was not i n the second w e l l from your l e f t - h a n d 

s i d e , the Rhodes Federal Uni t Number 4 3 w e l l . 

Q. Okay, these logs — The l o g on the Rhodes Federal 

U n i t 43 i s the l o g we're t a l k i n g about, which i s a closed 

case l o g , as opposed t o an open-hole l o g , r i g h t ? 

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

Q. We're comparing — The Texas P a c i f i c Coal l o g i s 

an open-hole l o g — 

A. Yes, s i r . 

Q. — so we're comparing an open-hole l o g t o a 

cased-hole log? 

A. Yes, s i r . 

Q. And I take i t , Mr. Lee, t h a t when the 

circumstances occurred i n the d r i l l i n g of the 415 and you 

decided t o — w e ' l l j u s t stop t h e r e a t the depth we're a t 

and p e r f o r a t e i n the Yates, you weren't aware of the r u l e s 

of the Commission t h a t have been discussed t h i s morning 

t h a t no more than one w e l l i s allowed on a 160-acre spacing 

u n i t i n t h i s — 

A. No, I was not aware of t h a t , s i r . 

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 

135 

MR. GALLEGOS: A l l r i g h t . That's a l l the 

questions t h a t I have. 

EXAMINER STOGNER: Thank you, s i r . 

Mr. Kellahin? 

MR. KELLAHIN: Thank you, Mr. Examiner. 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Lee, would you p o i n t t o whichever cross-

s e c t i o n you p r e f e r t o i l l u s t r a t e f o r me what i s your 

o p i n i o n w i t h regards t o the l o c a t i o n of the various 

substances? 

For example, i f I look a t a cr o s s - s e c t i o n , where 

would you t e l l me I would look t o f i n d any o i l 

accumulation? You've got E x h i b i t 10 and E x h i b i t 11 t o work 

w i t h . Which one would you l i k e t o see? 

A. Well, f o r t h a t purpose I would suggest l e t ' s use 

the c r o s s - s e c t i o n B-B' — 

Q. A l l r i g h t — 

A. — instead of — 

Q. — l e t ' s use t h i s one. 

A. Okay. 

Q. I f I'm asking you f o r your o p i n i o n of where the 

o i l i s sto r e d , where would I f i n d t h a t , l o o k i n g a t t h i s 

v e r t i c a l display? 

A. This v e r t i c a l d i s p l a y , a l l you can see r i g h t now 
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i s h a l f the s t o r y , because i n here, I'm p u t t i n g here 

comments from d e n s i t y p o r o s i t y logs. That's one of the 

f a c t o r s t o look i n t o . The s a t u r a t i o n of water i s 

pr o d u c i b l e or po s s i b l e , the water s a t u r a t i o n too hig h , 

p o s s i b l e w i l l have m a j o r i t y e i t h e r water or o i l . I say 

water or hydrocarbon. 

Q. Okay. When we're l o o k i n g t o d r i l l an o i l w e l l — 

A. Yes, s i r . 

Q. — i n the Yates-Seven Rivers, where are we most 

l i k e l y t o p e r f o r a t e t h a t w e l l t o a t t a i n an o i l w e l l ? 

A. The most poss i b l e place was s t a r t e d j u s t below 

the upper Seven Rivers, a l l the way down t o the Queen 

horizons. 

Q. W i t h i n t h a t i n t e r v a l , would we also produce gas? 

A. Yes, s i r . 

Q. And would we also produce water? 

A. Depending on, again, your — where are you 

l o c a t e , and which l e n t i c u l a r p o r o s i t y you are p e r f o r a t e . 

They w i l l have a l o t of v a r i a t i o n s . 

Q. I s the r e a defined water contour p o s i t i o n i n the 

r e s e r v o i r ? 

A. Again, I do not be l i e v e so. 

Q. Okay. When we look a t your s t r u c t u r e map — 

A. Yes, s i r . 

Q. — i s i t of s i g n i f i c a n c e t o you t h a t on the 
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s t r u c t u r e map we e i t h e r increase or decrease the 

p r o b a b i l i t y of a t t a i n i n g an o i l w e l l , based upon where we 

are on the s t r u c t u r e map? 

A. No, because s t r u c t u r e map I'm making here i s the 

top of the Yates s t r u c t u r e maps. From the top of the Yates 

t o the Seven Rivers, then t o the next h o r i z o n , Queen, the 

thickness are not uniform, so they w i l l have v a r i a t i o n s of 

t h i s s t r u c t u r e , from the lower two horizons. 

Q. When I'm looking t o examine your c r i t e r i a or your 

conclusion — 

A. Yes, s i r . 

Q. — t h a t we need t o d r i l l more edge w e l l s — 

A. Yes, s i r . 

Q. — and we need t o recomplete e x i s t i n g w e l l s 

higher up i n the r e s e r v o i r t o recover a d d i t i o n a l 

hydrocarbons t h a t won't otherwise be recovered — 

A. Yes, s i r . 

Q. — t h a t ' s our o b j e c t i v e . How can I use your 

s t r u c t u r e map t o t e l l me where t o f i n d those places? 

A. Using s t r u c t u r e map, e i t h e r combined w i t h isopach 

maps, f i n d i n g the a d d i t i o n a l p o t e n t i a l l o c a t i o n s f o r the 

Rhodes-Yates-Seven River Gas Pool, but not i n c l u d i n g the 

lower Seven River or the Queen formation o i l — p o t e n t i a l 

o i l p roductions. 

Q. When I look a t your s t r u c t u r e map, i s t h e r e an 
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advantage, then, i n d r i l l i n g higher on s t r u c t u r e ? 

A. Not necessary. 

Q. To what extent, then, does s t r u c t u r e p l a y i n 

importance i n your deci s i o n about w e l l l o c a t i o n s ? 

A. I t ' s one of the f a c t o r s . 

Q. Can you a t t r i b u t e a percentage t o i t ? 

A. S i r , I never put a percentage on which f a c t o r s i s 

more important than the other one. A l l I'm t r y i n g t o do i s 

using a f a c t o r t o come up i n my E x h i b i t Number 12, using 

t h a t E x h i b i t Number 12 t o f i n d i n g the pos s i b l e gas i n 

between c i r c l e s , t o come o f f my p o t e n t i a l suggest 

l o c a t i o n s . 

Q. Yes, s i r , and t h a t ' s what I'm t r y i n g t o do. I'm 

t r y i n g t o take the bubble map, E x h i b i t 12 — 

A. Okay. 

Q. — and t o f i n d the p o s i t i o n s you've chosen f o r 

the 415 and the Number 5 w e l l and compare i t t o the 

s t r u c t u r e map t o see i f l o o k i n g a t the s t r u c t u r e map — 

A. Uh-huh. 

Q. — gives me a clue as t o why those w e l l s were 

placed t h e r e . And f r a n k l y , I cannot f i n d a r e l a t i o n s h i p 

t h a t j u s t i f i e s those l o c a t i o n s based upon s t r u c t u r e . Did I 

misread t h i s ? 

A. A c t u a l l y , the s t r u c t u r e map, i f you look i n 

Rhodes State Com Number 5, which w i l l be the u n i t l e t t e r C 
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on Section 16, 2 0 South, 3 7 East — 

Q. Yes, s i r . 

A. — we r e a l l y need t o also take a look a t the 

isopach map. For example, we have — we're d e a l i n g w i t h a 

monocline s l i d i n g nose t o the southwest, going downdip, By 

the same token t h a t nose change, we have, my o p i n i o n , we 

have a much t h i c k e r of the sands s i t t i n g over t h e r e , the 

two combine. 

Q. I s t h i s a s o l u t i o n gas d r i v e r e s e r v o i r ? 

A. I t ' s r e a l l y hard guestion t o ask, and I would — 

under the circumstance, I'm s t i l l s tudying by doing various 

completions and t r y t o le a r n more about t h a t aspect, so I 

cannot answer t h a t question r i g h t now yes or no. 

Q. Do you see any p a r t i a l water d r i v e or water d r i v e 

i n f l u e n c e t h a t would a f f e c t pressure i n the r e s e r v o i r ? 

A. No. 

Q. Are the o i l s and gases, the hydrocarbons, 

organized i n a v e r t i c a l sense i n the r e s e r v o i r where we can 

f i n d the gas above the o i l ? 

A. Not necessary. 

Q. Okay, so we're not d e a l i n g w i t h a gas cap i n 

here? 

A. No, I don't t h i n k so. 

Q. When I look a t the isopach map, can I p i c k w e l l 

l o c a t i o n s based upon the thicknesses you've contoured on 
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the isopach? 

A. You w i l l not p i c k any l o c a t i o n j u s t p u r e l y based 

on isopach maps. 

Q. When I go back t o the bubble map, d i d you b r i n g 

w i t h you, Mr. Lee, the supporting i n f o r m a t i o n t h a t shows us 

what the a c t u a l EURs were f o r any of these w e l l s and the 

methodology used t o make those conclusions? 

A. I be l i e v e I have some, yes, s i r . 

Q. Did you do t h i s v o l u m e t r i c a l l y ? 

A. Yes, s i r . 

Q. I n a d d i t i o n , d i d you examine t h i s based upon 

pr o d u c t i o n d e c l i n e curves? 

A. Yes, s i r . 

Q. I n a d d i t i o n , d i d you use any P/Z analysis? 

A. Try t o match them, yes, s i r . 

Q. Yes, s i r . Do you have a l l t h a t data w i t h you 

today? 

A. I do not have a l l of those data. 

Q. A l l r i g h t . I f requested, could you provide t h a t 

a f t e r t he hearing t o the Examiner and t o the p a r t i e s , so 

t h a t we can v a l i d a t e the accuracy of your bubble map? 

A. Yes, s i r . 

Q. Let's — Do you have a v a i l a b l e enough i n f o r m a t i o n 

on the EURs t h a t we could get some a c t u a l numbers t o f i l l 

i n some blanks on E x h i b i t Number 2? This i s the t a b l e of 
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data. What I'm i n t e r e s t e d i n knowing, s i r , i s , i f we look 

a t the e n t r i e s f o r the southwest quarter of 4, can you 

supply us w i t h what the EURs are t h a t you c a l c u l a t e d f o r 

the 43 w e l l and the 41 well? 

A. The — I d i d not put any EUR on these d e d i c a t i o n , 

d e s c r i p t i o n — 

Q. Yes, s i r , I'm suggesting we're going t o do t h a t 

now — 

A. Okay. 

Q. — because you have drawn c i r c l e s on the bubble 

map — 

A. Yes. 

Q. — and I need some numbers t o go w i t h the 

c i r c l e s . 

Do you have those numbers? I s i t something we 

could do a f t e r the lunch break? 

A. Yeah, I t h i n k — 

Q. Let me show you what I want — 

A. Okay. 

Q. — want t o get from you. I would l i k e the 

estimated u l t i m a t e recoveries — 

A. Okay. 

Q. — f o r those w e l l s f o r which you've made t h a t 

c a l c u l a t i o n i n the southwest quarter of 4. 

A. Yes, s i r . 
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Q. And i f y o u ' l l do the same f o r us, f o r the 

northwest of 16? 

A. Northwest 16? 

Q. Yes, s i r . 

A. Yes, s i r . 

Q. And t h a t would give me some i n f o r m a t i o n w i t h 

regards t o the bubble map. 

A. Yes, s i r . 

Q. When I look a t E x h i b i t Number 2 and I'm l o o k i n g 

a t t he cumulative production numbers — 

A. Uh-huh. 

Q. — I am s t i l l not c l e a r on the answer t o a 

question Mr. Gallegos asked you. When you look a t the 41 

w e l l — 

A. Uh-huh. 

Q. — i t appears t o me t h a t the cumulative 

p r o d u c t i o n i s 6.6 BCF of gas. 

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

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

p r o d u c t i o n a t t r i b u t e d t o the stored gas? 

A. I do not bel i e v e so. 

Q. A l l r i g h t . So t h a t w e l l , based upon your 

a n a l y s i s , has c u r r e n t l y accumulated, as of March, 1998, 

some 6.6 BCF of gas, r i g h t ? 

A. Can I answer t h a t question also a f t e r I get my 
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suppo r t i n g i n f o r m a t i o n , p a r t i c u l a r l y so I can answer t h a t 

b e t t e r ? 

Q. A l l r i g h t , s i r . And when you constructed your 

bubble map and were lo o k i n g a t the 43 w e l l — 

A. Yes, s i r . 

Q. — which i s the one i n the northwest southwest, 

there's a c i r c l e around t h a t w e l l , i s the r e not? 

A. F o r t y - t h r e e , yes, s i r . 

Q. I t ' s accumulated only 8000 MCF of gas, and so 

you've got a f u t u r e f o r e c a s t f o r t h a t w e l l — 

A. Yes, s i r . 

Q. — of an EUR t h a t you're going t o giv e us l a t e r ? 

A. Yes, s i r . 

Q. Okay. I n a d d i t i o n , w h i l e we have a break, would 

you g i v e us the other values you used i n your v o l u m e t r i c 

c a l c u l a t i o n ? I t h i n k you gave Mr. Gallegos some of those 

values, but so t h a t we could save some time a f t e r lunch, I 

might ask you t o go through the l i s t of the parameters or 

values you put i n t o your v o l u m e t r i c s . I understand the 

thick n e s s i s going t o change — 

A. Uh-huh. 

Q. — b u t you can g i v e me w a t e r s a t u r a t i o n and t h e 

other values t h a t you used? 

A. Yes, s i r . 

Q. A l l r i g h t . I can see on the bubble map the 
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l o c a t i o n of the edge w e l l s . 

A. Yes, s i r . 

Q. I understand you're arguing about the edge w e l l s . 

Describe f o r me now what your argument i s f o r recompleting 

or d r i l l i n g new w e l l s i n t e r n a l l y . For example, the Number 

5 w e l l and the 415. What causes those w e l l s t o be t h e r e , 

and what's the basis f o r t h a t p o s i t i o n ? 

A. The Rhodes State Com Number 5, you can see 

according t o my estimations we do have q u i t e a b i t of area 

which, according t o my bubble maps, has not been drained. 

Then the 415, again, l i k e I s t a t e before, the 415 

o r i g i n a l was not a w e l l , primary t a r g e t on the Rhodes-

Yates-Seven Rivers. That was a w e l l o r i g i n a l want t o d r i l l 

through the deeper horizon f o r the Queen. That's the 

reason why you can see the square. I w i l l come same 

question i f I look t h i s one, why I put a w e l l i n the 415, 

t h a t ' s c o r r e c t , because I'm loo k i n g a t deeper t a r g e t 

h o r i z o n . Was not primary f o r Yates-Seven Rivers. 

Q. When we look a t your bubble map, do you see any 

more i n t e r n a l l o c a t i o n s w i t h i n the pool, f o r example, i n 

the southeast quarter of 9, which represents a s a t i s f a c t i o n 

of the c r i t e r i a t h a t you used f o r the Number 5 wel l ? 

A. No, I don't t h i n k so. The reason i s , on the u n i t 

l e t t e r P on Section 9, t h a t w e l l I'm s t i l l t r y t o search 

e x a c t l y what i t was cums, everything. I f they were — w e l l 
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have any k i n d of cum, I b e l i e v e was t a k i n g most out on the 

southeast Section 9• That 1s the reason I do not have a 

proposed l o c a t i o n . 

Q. You couldn't move over t o U n i t O? 

A. No, t h a t w i l l be too close and — too close t o 

the both two w e l l s t o the northwest and southeast. 

Q. Do you have a c r i t e r i a f o r the minimum distance 

between wells? 

A. No, I don't have a c r i t e r i a f o r minimum distance 

between w e l l s . I'm t r y t o using the what area p o t e n t i a l 

l e f t i n t h a t pool t o choose my l o c a t i o n s . Sometimes w i l l 

be more than maybe 2000 f e e t , sometimes l e s s e r , depending 

on what my bubble map show me. 

Q. Have you examined the pressure data i n the 

r e s e r v o i r t o see i f there i s pressure communication among 

or between c e r t a i n w e l l s or f a m i l i e s of wells? 

A. I t r y t o do t h a t . Then the problem I'm f a c i n g 

i s , you have a l o t w e l l s which they were using d i f f e r e n t 

f r a c techniques. So r e a l l y very d i f f i c u l t t o judge how 

e f f i c i e n t the f r a c d i d f o r the w e l l s . And t h a t ' s the 

reason you are seeing some w e l l d r a i n , i t s e l f have a b e t t e r 

p o r o s i t y , perms, and maybe a d d i t i o n a l add b e n e f i t from the 

a r t i f i c i a l f r a c t u r i n g , so you produce more than other 

w e l l s , and some w e l l s lesser. 

Q. I guess what I was t r y i n g t o ask you was, when 
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you compare one w e l l t o another, i s t h e r e adequate pressure 

i n f o r m a t i o n so t h a t you can see a pressure e f f e c t between 

wells? 

A. Not necessary, s i r . 

Q. When we look a t the c u r r e n t bottomhole pressure 

f o r the w e l l s shown on E x h i b i t 2, the September of 1997 

data — 

A. Uh-huh. 

Q. — i t appears t h a t f o r the most p a r t the 

r e s e r v o i r has been s u b s t a n t i a l l y depleted t o less than 100 

pounds, bottomhole pressure? 

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

Q. What do you estimate t o be the u l t i m a t e 

bottomhole pressure upon abandonment of the v a r i o u s wells? 

A. I'm using c u r r e n t l y , i s using the what g a t h e r i n g 

l i n e pressures i n the area, which are around 15 pounds, 

plus or minus two or three pounds. 

Q. F i f t e e n pounds i s what you're using? 

A. Yes, s i r . 

Q. I s i t your expectation t h a t the pressure i n the 

r e s e r v o i r can be drawn down t o t h a t pressure? 

A. No, the pressure — r e f e r t h a t one, t h i s w i l l be 

r e l a t e d t o your f l o w i n g t u b i n g pressures. 

Q. So what would we expect t o be the bottomhole 

pressure upon abandonment? 
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A. I cannot answer t h a t question r i g h t a t t h i s 

moment. 

Q. What d i d you use i n your decline-curve a n a l y s i s 

as an abandonment pressure f o r your EUR purposes? 

A. F i f t e e n pounds, 10 t o 15 pounds. 

MR. KELLAHIN: Thank you, Mr. Examiner. 

EXAMINER STOGNER: Mr. Carr, any r e d i r e c t ? 

MR. CARR: No r e d i r e c t . 

EXAMINER STOGNER: Mr. Gallegos? 

MR. GALLEGOS: No f u r t h e r questions. 

EXAMINER STOGNER: Okay, i s t h e r e any o b j e c t i o n 

t o a d m i t t i n g these e x h i b i t s i n t o evidence a t t h i s time. 

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

EXAMINER STOGNER: Okay, E x h i b i t s — what, 7 

through 12? 

MR. CARR: They are E x h i b i t s 2 and 7 through 12. 

EXAMINER STOGNER: Two and seven through 12. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. I have one quick question on E x h i b i t Number 2. 

A. Yes, s i r . 

Q. You show the s t a t u s , whether i t ' s shut i n , 

f l o w i n g or pumping. 

A. Yes, s i r . 

Q. I f i t ' s a gas w e l l , what's i t pumping? 
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A. Because sometimes we do produce one or two 

b a r r e l s water per day, or they're — the pressure so low we 

can l i f t t he gas, the reason we have a pumping u n i t out 

the r e removing l i q u i d s . 

Q. I n your review of the records, were they a l l 

f l o w i n g a t one — i n i t i a l l y ? 

A. Yes, s i r . For the Yates-Seven Rivers, yes, s i r . 

Q. On the Number 4 3 w e l l , are you going t o have t o 

put a pump on t h a t one? 

A. The 43 w e l l s , we e v e n t u a l l y need t o put a pumping 

w e l l , but r i g h t now the w e l l i s f l o w i n g and no l i q u i d 

p r o d u c t i o n . 

Q. Do you expect t h a t t o change? 

A. I t ' s p o s s i b l e , but I r e a l l y cannot gi v e a 

conclusion, because the 41 w e l l s i s been f l o w f o r q u i t e a 

wh i l e s . 

EXAMINER STOGNER: Mr. K e l l a h i n , what i n f o r m a t i o n 

are you going t o be — 

MR. KELLAHIN: I've asked Mr. Lee, f o r the sake 

of e x p e d i t i n g t h i n g s , t o provide us h i s estimates on the 

EURs so we know the a c t u a l number t h a t went i n t o each of 

those two spacing u n i t s . You can't read i t o f f the bubble 

map, obviously. 

MR. GALLEGOS: Values f o r h i s v o l u m e t r i c s . 

MR. KELLAHIN: Right, yes, s i r , and the values he 
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used f o r h i s standard v o l u m e t r i c c a l c u l a t i o n s so t h a t we 

might have our own engineer d u p l i c a t e h i s work. 

EXAMINER STOGNER: Okay, Mr. Carr, when do you 

t h i n k y o u ' l l have t h a t a v a i l a b l e ? 

MR. CARR: How soon can you have i t ? Can you 

have i t a f t e r lunch? 

THE WITNESS: Yes, s i r . 

MR. CARR: Okay. We can present t h a t f i r s t t h i n g 

a f t e r lunch. 

EXAMINER STOGNER: Okay, I ' l l t e l l you what. 

Let's — At t h i s time l e t ' s take a lunch break. We'll keep 

Mr. Lee a f t e r you get back, and we can amend or supplement 

E x h i b i t Number 12 w i t h t h a t i n f o r m a t i o n . 

So a t t h i s time l e t ' s take a lunch break, and 

w e ' l l reconvene a t 1:30. 

(Thereupon, a recess was taken a t 12:26 p.m.) 

(The f o l l o w i n g proceedings had a t 1:33 p.m.) 

EXAMINER STOGNER: This hearing w i l l come t o 

order. 

Mr. Carr, I bel i e v e you have a supplement t o 12. 

You want t o c a l l i t 13? 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Mr. Lee, I've handed you what has been marked as 

Gruy E x h i b i t Number 13. Could you i d e n t i f y what t h a t i s , 
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please? 

A. That's the four d i f f e r e n t w e l l s . I'm using the 

standard gas-in-place c a l c u l a t i o n s f o r each one w e l l . How 

I a r r i v e d the bubble maps. 

Q. And so i f we go t o each of these pages, the f i r s t 

one says Farnsworth "C" Number 1 w e l l . That's a c t u a l l y the 

Number 41 w e l l ; i s t h a t r i g h t ? 

A. Yes, s i r , because we — 

Q. You've w r i t t e n t h a t on the e x h i b i t ? 

A. Yes, s i r . 

Q. And then the next one i s the Farnsworth "A" 

Number 1. That's the 43 well? 

A. Yes, s i r . 

Q. And then the l a s t two sheets are the Rhodes Gas 

Storage U n i t 18 and 19? 

A. Yes, s i r . 

Q. I f we look a t these e x h i b i t s , i t sets f o r t h a l l 

the f a c t o r s and values t h a t were used i n your v o l u m e t r i c 

work? 

A. Yes, s i r . 

Q. And the EUR i s shown as the recoverable gas 

f i g u r e on each of these pages. 

A. Yes, s i r . 

MR. CARR: Mr. Stogner, we'd move the admission 

of Gruy E x h i b i t 13. 
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EXAMINER STOGNER: Are the r e any objections? 

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

EXAMINER STOGNER: Gruy E x h i b i t Number 13 w i l l be 

admitted t o evidence a t t h i s time. 

MR. CARR: And t h a t concludes my examination of 

Mr. Lee. 

EXAMINER STOGNER: Mr. Gallegos? 

MR. GALLEGOS: Just a moment, please. 

I have no questions, thank you. 

EXAMINER STOGNER: Mr. Kellahin? 

MR. KELLAHIN: Thank you, Mr. Examiner. 

FURTHER EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Lee, when we look a t E x h i b i t 13 and look a t 

the f i r s t page — t h i s i s f o r the 41 w e l l — and when we 

look a t the bubble map, which i s E x h i b i t Number 12, the 41 

w e l l i s going t o be the one i n the southeast of the 

southwest of Section 4? 

A. Yes, s i r . 

Q. That s i z e of t h a t c i r c l e — 

A. Yes, s i r . 

Q. — corresponds t o an area of 14 3 acres, i f I've 

read E x h i b i t 13 c o r r e c t l y ? 

A. Yes, s i r . The radius you can f i n d w i l l be the — 

I f you see the w e l l name, you go t o the r i g h t - h a n d s i d e , 
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the w e l l name, the next one I have an R equals a 1409. 

This w e l l t h a t I c a l c u l a t e 14 09 f e e t on r a d i u s . 

Q. When you make t h i s c a l c u l a t i o n , then, you are 

t r y i n g t o give us the size of a c i r c l e f o r the recoverable 

gas number shown on the bottom of t h i s d i s p l a y , which i s 

the 6.6 BCF of gas? 

A. Yes, s i r . 

Q. Now, when we compare t h i s t o the next t a b u l a t i o n 

f o r the 43 w e l l , many of the same parameters are used, w i t h 

the exceptions of c e r t a i n ones. 

You've made a corresponding adjustment i n the net 

pay, which would be the thickness. I n t h i s w e l l i t goes 

from 150 f e e t i n the f i r s t w e l l down t o 12 5 f e e t ? 

A. Yes, s i r . 

Q. You made an adjustment i n the p o r o s i t y , you went 

from 14 t o 15 percent? 

A. Yes, s i r . 

Q. And you changed the water s a t u r a t i o n , and i t 

appears t h a t the r e s t of the values are the same, w i t h the 

exception of pressure? 

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

Q. Okay. 

A. That w e l l — May I p o i n t out? That w e l l 

c a l c u l a t i o n was before we d r i l l e d the 4-3 w e l l . 

Q. Yes, s i r , I understand. 
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A. Yes, s i r . 

Q. And so you've got .6 of a BCF of gas f o r t h i s 

w e l l , contained w i t h i n an area of 87 acres? 

A. Yes, s i r . 

Q. Explain t o me how you can get 6.6 BCF of gas 

w i t h i n a container, the s i z e of which i s 143 acres? 

A. The key on t h i s one i s the i n i t i a l pressures i n 

t h e r e . The i n i t i a l pressure you can see r i g h t now, due t o 

w e l l very, very o l d , I do not know e x a c t l y what's the 1939, 

t h a t w e l l pressure, so I'm using assumable number, 900. I 

know i t should be higher than t h a t . 

When you compare 900 pressure t o s t a r t w i t h 

versus a 200 p . s . i . , t h a t can make a tremendous d i f f e r e n c e 

of the area being drained. 

Q. Why i s n ' t the area of acreage higher than 14 3 

acres t o c o n t a i n 6.7 BCF of gas? 

A. Because t h a t ' s r e l a t e d t o the gas i n place f o r 

the gas i n the pore-space areas. When you have higher 

pressures, you w i l l have a much easy flows t o your 

w e l l b o r e s , which also combination w i t h your p o r o s i t i e s . 

This reason, you have a higher-pressures w e l l s , you normal 

case, i f the p o r o s i t y s a t u r a t i o n number same, w i l l be 

higher recoverable gas than much lower pressures w e l l s . 

Q. On the bubble map, then, you're contending t h a t 

the bubble f o r the 41 w e l l should not be s u b s t a n t i a l l y 
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l a r g e r than depicted on t h i s display? 

A. No, because t h i s d i s p l a y I'm using 1409 f e e t 

r a d i u s . 

Q. Yes. 

A. And the 43 I'm using 1100 f e e t r a d i u s . 

Q. You see what I'm t r y i n g t o understand? When I 

look a t the size of the two c i r c l e s they are approximately 

the same; the 41 c i r c l e i s s l i g h t l y bigger than the 43 

c i r c l e . 

A. Yes, the 41 c i r c l e i s about a 300 f e e t of radi u s 

bigger than the 43 c i r c l e s . 

Q. And t h a t 3 00-feet d i f f e r e n c e i s enough t o co n t a i n 

gas — what? Ten times more than the other well? 

A. Also r e l a t e d t o the pressure d i f f e r e n c e , using 

i n i t i a l 900 pounds pressure versus a 2 00 pounds pressures. 

Q. Based upon t h a t data, what would you f o r e c a s t or 

expect t o be the EUR of the 415 well? 

A. 415 w e l l , I cannot r e a l l y answer you t h a t 

q uestion r i g h t now. The reason i s , 415 w e l l s , our r a t e 

r i g h t now extremely high a t 300,000 cubic f e e t of gas per 

day, but the pressures r i g h t now i s 133. 

I f I a p p l y t h e s e number, assuming a l l o t h e r 

f a c t o r s the same, because we d i d not take the gas samples 

so I cannot t e l l e x a c t l y n i t r o g e n , H2S, C02 y e t — i f I 

apply the same f a c t o r s i n there, I b e l i e v e — I j u s t g i v e 
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you a rough number r i g h t now, and I be l i e v e maybe we are 

lo o k i n g a t about 450 m i l l i o n , p l u s , minus. — number, but 

j u s t a quick estimate. 

MR. KELLAHIN: A l l r i g h t , thank you, Mr. Lee. 

Thank you, Mr. Examiner. 

EXAMINER STOGNER: Any r e d i r e c t , Mr. Carr? 

MR. CARR: No r e d i r e c t . 

EXAMINER STOGNER: Any other questions of t h i s 

witness? 

MR. GALLEGOS: This cross-examination i n s p i r e d 

j u s t a question or two. May I — 

EXAMINER STOGNER: Please. 

MR. GALLEGOS: — Mr. Examiner? 

FURTHER EXAMINATION 

BY MR. GALLEGOS: 

Q. On your — what we've been c a l l i n g the bubble 

map, which i s E x h i b i t 12 — 

A. Yes, s i r . 

Q. — I'm curious about the c i r c l e around what so 

f a r has been an u n i d e n t i f i e d w e l l i n the southeast of 4. 

Do you see what I'm t a l k i n g about? There's a w e l l shown 

th e r e i n a c i r c l e which i s l a r g e r — appears t o me t o be 

l a r g e r than the one t h a t you've drawn f o r the 41. 

A. Yes, s i r , you're t a l k i n g about t h a t one, the 

southeast q u a r t e r of southeast q u a r t e r , Section 4? 
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Q. Yes, s i r . What w e l l i s that ? 

A. That w e l l , the o l d name a c t u a l l y i s c a l l e d the 

Farnsworth 414. 

Q. You've got some data on th a t ? 

A. I don't have t h a t w i t h me, s i r . 

Q. Farnsworth 414? 

A. Yes, s i r . 

Q. I s Gruy s t i l l c a l l i n g i t — I s i t s t i l l named 

th a t ? 

A. No, I bel i e v e we change the name, but I cannot 

t e l l you e x a c t l y what t h a t name c a l l e d . I f you giv e me a 

minute, why, maybe we can d i g out t h a t i n f o r m a t i o n . 

Q. And i f you're going t o get some i n f o r m a t i o n , do 

you have offhand — 

A. — the w e l l name, I — 

Q. Well, do you have offhand the s i m i l a r c a l c u l a t i o n 

which you've given us, which would be drainage acres, gas 

i n place, t h a t information? 

A. I do not have t h a t w e l l i n my f i l e r i g h t now, 

s i r . 

Q. Do you know how long t h a t w e l l has been 

producing? 

A. No, I need t o get more i n f o r m a t i o n before I 

r e a l l y can give you a r i g h t answer on t h a t one. 

EXAMINER STOGNER: Well, l e t me see i f I can 
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help. Does t h a t w e l l show up i n E x h i b i t Number 2? 

THE WITNESS: Oh, yes, s i r . That's the w e l l — 

I'm s o r r y , here i t i s . The Rhodes Federal U n i t Number 47. 

Q. (By Mr. Gallegos) That would be i t , r i g h t ? 

A. Yes, s i r . 

Q. Okay. And now, i s n ' t i t t r u e we show a 

completion date t h e r e of June of 1990? 

A. That w e l l was plugged back i n June, 1990. 

O r i g i n a l was d r i l l e d a l l the way t o the Queen, opened up 

a l l the horizon from shallow a l l the way t o the Queen 

ho r i z o n . Then l a t e r on, due t o the Queen hor i z o n , they 

deplete, so they plug back t o produce — 

Q. Because i t was an o i l — 

A. Yes, s i r . 

Q. — o r i g i n a l l y ? 

A. Yes, s i r . 

Q. And then i t was recompleted i n 1990 by 

Meridian — 

A. Yeah, they set — 

Q. — as a gas w e l l . 

A. They set c a s t - i r o n bridge plug, i s o l a t e , only 

produce from the Yates horizon. 

Q. Right. So only having produced since the middle 

of 1990, t h a t w e l l has produced 623 m i l l i o n ? 

A. Yes, s i r . 
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Q. And e v i d e n t l y , from the size of t h i s c i r c l e , you 

are p r e d i c t i n g t h a t i t ' s going t o produce more than the 

41 — 

A. No, s i r . 

Q. — which has produced 6.6 b i l l i o n ? 

A. No, s i r , because the i n i t i a l pressure on t h a t was 

much lower than the 41. You can see I put over here the 

47, where are the i n i t i a l pressure, only have 163 pounds 

pressures. 

So t h a t w e l l , I be l i e v e I was f o r e c a s t i n g t h a t 

w e l l w i l l be a t about a — close, 900 m i l l i o n t o a BCF 

range. 

Q. But i t ' s obviously going t o d r a i n — 

A. — bigger area. 

Q. — 160 acres or more? 

A. Yes, s i r . Yes, s i r . 

Q. Okay, a former o i l w e l l , recompleted t o the gas 

zone? 

A. Yes, s i r . 

MR. GALLEGOS: A l l r i g h t . Okay, thank you. 

FURTHER EXAMINATION 

BY EXAMINER STOGNER: 

Q. Well, t h a t k i n d of brings me up t o something 

here. I look i n the southeast quarter of Section 5, i f I 

look a t E x h i b i t Number 2. That's c a l l e d the Rhodes Federal 
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U n i t Well Number 51, and i t ' s been producing since 1937, 

and i t ' s g o t 2.4 BCF. 

A. Yes, s i r . 

Q. And then when I correspond and look over here on 

E x h i b i t Number 12, our bubble map — 

A. Yes. 

Q. — t h a t ' s a p r e t t y small bubble. 

A. Ye, s i r . That w e l l was o r i g i n a l complete i n 

A p r i l 1937. Based on the i n f o r m a t i o n e x t r a p o l a t e from the 

1945 pressure, I bel i e v e I was using close t o about 1000 

pounds i n i t i a l bottomhole pressures, using the thickness — 

I'm seeing my map here, i s using about 135 f e e t net pay. 

And t h e r e f o r e , t h a t w e l l i s s l i g h t smaller than the 4-1 

w e l l , and close t o about 12 0 acre, something l i k e t h a t . 

U l t i m a t e on t h a t w e l l , I b e l i e v e , i s about 2.5 B's. 

EXAMINER STOGNER: Any other questions? 

MR. CARR: No questions. 

MR. GALLEGOS: No questions. 

EXAMINER STOGNER: Mr. Lee, you may be ex- — I'm 

so r r y , d i d you have something, Mr. Gallegos? 

MR. GALLEGOS: No, s i r . 

EXAMINER STOGNER: Okay, you may be excused, Mr. 

Lee. 

MR. CARR: Mr. Stogner, t h a t concludes our d i r e c t 

p r e s e n t a t i o n . 
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MR. GALLEGOS: Mr. Examiner, we c a l l Doyle 

Hartman. 

EXAMINER STOGNER: Mr. Gallegos, please proceed. 

DOYLE HARTMAN, 

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. GALLEGOS: 

Q. Would you s t a t e your name, please? 

A. Doyle Hartman. 

Q. Where do you l i v e , Mr. Hartman? 

A. Dallas, Texas. 

Q. Are you a p a r t y i n t h i s proceeding under the — 

doing business named Doyle Hartman, o i l operator? 

A. Yes, I am. 

Q. And what i s the nature of your business, 

generally? 

A. We're i n the o i l and gas business and operate 

p r i m a r i l y i n Lea County, Jalmat and the Eumont Pools. 

Q. Okay. Has t h a t been an area of s p e c i a l i z a t i o n 

f o r you? 

A. Yes. 

Q. For how many years? 

A. Over 2 0 now. 

Q. And approximately how many w e l l s have you 
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d r i l l e d , completed, reworked, completed and operated i n 

t h i s trend? 

A. Oh, 175 or 200. 

Q. Okay. Mr. Hartman, have you p r e v i o u s l y provided 

your q u a l i f i c a t i o n s before Examiner Stogner and been 

accepted as an expert? 

A. I'm not sure about before Examiner Stogner, but 

i n the same era he was ther e . I'm not sure i f we had — 

Q. Before t h i s D i v i s i o n ? 

A. The same era when he came. I remember when he 

came. 

MR. GALLEGOS: A l l r i g h t . To save time, we o f f e r 

Mr. Hartman as q u a l i f i e d t o give o p i n i o n testimony on the 

issues i n t h i s matter. 

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

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

EXAMINER STOGNER: Mr. Hartman i s so q u a l i f i e d . 

Q. (By Mr. Gallegos) Mr. Hartman, have you prepared 

a s e r i e s of e x h i b i t s t h a t you're going t o sponsor t h a t are 

numbered 2 5 through 3 9? T h i r t y - n i n e includes the 

demonstrative e x h i b i t on the board. 

A. Yes. 

Q. And what, ge n e r a l l y speaking, have been the — 

has been the source or the sources of the i n f o r m a t i o n on 

these e x h i b i t s ? 
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A. The sources have been Dwigh t ' s data, OCD data, El 

Paso data, scout t i c k e t s , OCD w e l l f i l e s , l o g i n f o r m a t i o n , 

you know, purchased from P I , Ril e y ' s or whoever. 

Q. Okay. Have the e x h i b i t s t h a t you're going t o 

speak t o been prepared by you p e r s o n a l l y or a t your 

personal d i r e c t i o n ? 

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

Q. Now, j u s t by way of a l i t t l e b i t of i n t r o d u c t i o n , 

when d i d you become aware of the a c t i v i t i e s of Gruy i n the 

Rhodes Gas Pool? 

A. You mean as f a r as the cu r r e n t group of wells? 

Q. Yes, as f a r as the s i t u a t i o n t h a t we're de a l i n g 

w i t h here. 

A. Okay. The day I wrote my l e t t e r . 

Q. Which was what date? 

A. That was May 21st, t h a t was when I became aware 

of — t h a t they had some pending l o c a t i o n s i n the near 

f u t u r e . 

Q. What brought the matter t o your a t t e n t i o n ? 

A. We were doing some work, t r y i n g t o determine 

whether we were going t o d r i l l our Bates 3 w e l l s , and a t 

the same time we learned about t h i s p a r t i c u l a r — about the 

l o c a t i o n — about three l o c a t i o n s t h a t they had, the 103, 

the 159 and the 415. 

Q. And as a r e s u l t of t h a t coming t o your a t t e n t i o n , 
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as w e l l as the A p p l i c a t i o n s t h a t were f i l e d before t h i s 

D i v i s i o n on June 30, 1998, have you conducted i n v e s t i g a t i o n 

and done some anal y s i s as t o the a c t i v i t i e s and the 

requests of Gruy t o d r i l l a d d i t i o n a l w e l l s on 160-acre 

spacing u n i t s ? 

A. Yes, we have. We don't agree t h a t extensive 

i n f i l l d r i l l i n g i s necessary, and so t h e r e f o r e we have 

prepared a s e r i e s of e x h i b i t s on t h a t s u b j e c t . 

Q. Okay. I n your opinion, can one e f f i c i e n t w e l l 

d r a i n a 160-acre p r o r a t i o n u n i t i n the Rhodes Gas Pool and 

the Eumont Gas Pool and the Jalmat Gas Pool? 

A. I t ' s my opinion t h a t one e f f i c i e n t l y completed 

w e l l i s capable of d r a i n i n g 160 acres, even a t these low 

pressures t h a t we have at t h i s p o i n t i n time. 

Q. And would you define f o r the Examiner what you 

mean by an e f f i c i e n t well? 

A. An e f f i c i e n t w e l l , I would say, i s a w e l l t h a t ' s 

been d r i l l e d or recompleted or reworked using modern 

techniques, p e r f o r a t i n g versus open-hole, you know, 

completions, reasonable a c i d i z i n g , a thorough f r a c . 

Q. Okay, so t h a t would exclude, f o r example, w e l l s 

t h a t were d r i l l e d i n , say, the 1930s, 1940s or 1950s t h a t 

were open-hole k i n d of completions? 

A. Right, some of the — those — The w e l l s , the 

e a r l i e r w e l l s , were e f f i c i e n t w e l l s i n t h e i r day and 
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produced a l o t of gas. But, you know, they're no longer 

e f f i c i e n t as f a r as competing against a more modernly 

completed w e l l . 

Q. Okay. Do you have an op i n i o n whether or not 

having more than one e f f i c i e n t l y producing w e l l on 160 

acres i n t h i s pool i s v i o l a t i v e of c o r r e l a t i v e r i g h t s ? 

A. I t has the p o s s i b i l i t y of v i o l a t i n g your 

c o r r e l a t i v e r i g h t s , t h a t ' s r i g h t . 

Q. And would you e x p l a i n why you have t h a t opinion? 

A. Well, because i f i t ' s been e f f i c i e n t l y completed, 

an operator, i f he's got two w e l l s , two e f f i c i e n t l y 

completed w e l l s on a 160, he's going t o have t w i c e as many 

wellb o r e s . And — versus — And t h a t ' s done a l l the time, 

f o r example, i n the Jalmat and the Eumont. We've got some 

examples i n here where you can see t h a t the w e l l s were 

capable of producing a l o t more but were — you know, 

pro d u c t i o n curves are influe n c e d by the allowables. 

Q. Okay, because i n those pools, r a t h e r than 

c o r r e l a t i v e r i g h t s being p r o t e c t e d by spacing, they are 

p r o t e c t e d by the allowable system? 

A. Right. 

Q. Prorationing? 

A. That's r i g h t . 

Q. Do you have a opinion, i n the case of the Rhodes 

Gas Pool, where there i s an e f f i c i e n t w e l l on 160 acres, 
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whether the d r i l l i n g of — and produ c t i o n of another w e l l 

w i l l c o n s t i t u t e waste? 

A. Oh, d e f i n i t e l y . I f you had — you can d r i l l a 

w e l l t h a t w i l l d r a i n the 160, we b e l i e v e i t ' s waste, you 

know, t o d r i l l two w e l l s t o do the same t h i n g . 

Q. Unnecessary, an uneconomic p r a c t i c e t o do t h a t , 

i n your opinion? 

A. E s p e c i a l l y a t t h i s p o i n t i n time, toward the end 

of the l i f e of the f i e l d where the reserves are not 

s u f f i c i e n t — you know, are a c t u a l l y g e t t i n g f a i r l y skimpy 

f o r one w e l l , but much less having t o do t h a t over two. 

Q. What were the i n i t i a l pressures i n t h i s f i e l d ? 

A. The i n i t i a l pressure was 1400 p . s . i . That's as 

r e p o r t e d by E l Paso Natural Gas. 

Q. And what pressures are found now w i t h newly 

d r i l l e d , e f f i c i e n t l y — modern-completion wells? 

A. The t y p i c a l w e l l i s probably — would probably 

encounter between 50 an 70 — excuse me, between 50 and 100 

p . s . i . Probably, you know, maybe 75 t o 100 as an i n i t i a l 

pressure. 

Q. Okay. Mr. Hartman, l e t ' s go through e x h i b i t s , 

and l e t me ask you t o draw your a t t e n t i o n t o E x h i b i t Number 

2 5 and e x p l a i n t o the Examiner what t h i s e x h i b i t shows and 

i t s purpose. 

A. Well, t h i s — The E x h i b i t 25 shows the 
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mathematical r e l a t i o n s h i p between — f o r a v o l u m e t r i c gas 

r e s e r v o i r between the slope of a P/Z curve and drainage 

area of a w e l l . 

Q. Okay. Now, what can you l e a r n from the 

i n f o r m a t i o n t h a t ' s shown here? 

A. Well --

Q. Are you able t o use t h i s i n the a n a l y s i s t h a t you 

made? 

A. H i s t o r i c a l l y , New Mexico has r e q u i r e d the 

r e p o r t i n g and has published pressure data on w e l l s going 

way back i n time. And so t h a t ' s one of the good t o o l s you 

have a v a i l a b l e t o get a handle on reserves, i s the p l o t t i n g 

of P/Z curves or pressure-cum curves. 

Q. Okay. I see on the f i r s t page of t h i s e x h i b i t , 

c a p i t a l A equals drainage area i n acres? 

A. That's r i g h t . That's the f i n a l mathematical 

r e l a t i o n s h i p f o r c a l c u l a t i n g drainage area when you have 

the slope of a P/Z curve. 

Q. Okay, and would you e x p l a i n the components t h a t 

go i n t o making t h a t c a l c u l a t i o n of the drainage area i n 

acres? 

A. Do you want me t o t a l k about the f i n a l equation? 

Q. Yes. 

A. Okay. Well, area i s equal t o — b a s i c a l l y , the 

slope of the P/Z curve, and t h a t ' s expressed i n MCF per 
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p . s . i . — not SCF per p . s . i . but MCF per p . s . i . — d i v i d e d 

by b a s i c a l l y the p o r o s i t y f e e t of pay, times some 

constants, and d i v i d e d by some constants also. 

Q. Okay. 

A. And we've also taken t h i s equation and then 

s i m p l i f i e d i t f u r t h e r f o r , say, the Jalmat and Rhodes Gas 

Pools. 

Q. That's shown on the second page? 

A. That's r i g h t . 

Q. A l l r i g h t . And i s the purpose of E x h i b i t 2 5 

b a s i c a l l y i n t r o d u c t o r y ? That i s t o say, t o demonstrate the 

mathematical methodology you use i n applying the data t h a t 

y o u ' l l discuss l a t e r ? 

A. That's r i g h t , t h a t ' s e x a c t l y -- This i s the 

premise of the numbers w e ' l l be showing l a t e r . 

Q. Okay. And i s t h i s approach an accepted one, 

broadly, i n the i n d u s t r y and i n the l i t e r a t u r e concerning 

gas-well evaluation? 

A. Well, i t ' s discussed i n C r a f t and Hawkins, and 

we've thrown some — C r a f t and Hawkins, you know, being an 

i n t r o d u c t o r y r e s e r v o i r - e n g i n e e r i n g book. I t ' s discussed on 

pages 39, 40, 41. 

Q. And i s C r a f t and Hawkins a standard t e x t and 

resource f o r — 

A. I t h i n k most schools use i t . 
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Q. A l l r i g h t . I s there anything else t h a t you 

wanted t o e x p l a i n concerning E x h i b i t 25? 

A. No, t h i s i s j u s t t o show where we're coming from 

mathematically. 

Q. How you c a l c u l a t e a drainage area? 

A. That's r i g h t . 

Q. Okay. Let's go t o E x h i b i t 26, then, and e x p l a i n 

what t h a t shows. 

A. Well, knowing t h a t the drainage area — one of 

the components t h a t you need t o c a l c u l a t e a drainage area 

i s hydrocarbon f e e t of pay, the next e x h i b i t focuses on 

hydrocarbon f e e t of pay f o r the Rhodes Pool. 

Q. Okay, and what does i t show regarding hydrocarbon 

f e e t of pay? 

A. This i s a multi-page e x h i b i t . The f i r s t one i s 

j u s t — i s a summary of numbers, one of the numbers t h a t 

Meridian apparently has used f o r t h e i r hydrocarbon f e e t of 

pay. And then a l s o , i t also shows what we have c a l c u l a t e d 

independently of Meridian. As a matter of f a c t , when we 

ran across the Meridian document, you know, we had already 

done these c a l c u l a t i o n s . But i t s t r u c k us as very 

i n t e r e s t i n g t h a t they were very close numbers. 

Q. A l l r i g h t . And what d i d you c a l c u l a t e ? What had 

you already calculated? 

A. When we ran our c a l c u l a t i o n s , we used — these 
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p a r t i c u l a r c a l c u l a t i o n s use our Base Number 3 w e l l , which 

was d r i l l e d i n June. And we used two d i f f e r e n t water 

r e s i s t i v i t i e s t o c a l c u l a t e water s a t u r a t i o n s , and then have 

j u s t done our c a l c u l a t i o n s , you know, f o r both water 

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

Q. Okay. 

A. And I can show you. But the f i r s t pages — the 

f i r s t two pages j u s t summarize the end r e s u l t s . 

Then when you t u r n over t o the t h i r d page, we 

have a l o g on our Bates Number 3. I t gives us the 

c r o s s p l o t p o r o s i t y f o r the Yates — what we consider t o be 

the Yates p o r o s i t y s e c t i o n . This i s not the e n t i r e Yates 

i n t e r v a l but the porous p a r t of the Yates s e c t i o n . 

And t h i s p a r t i c u l a r l o g presents on the very 

l e f t - h a n d side the c r o s s p l o t p o r o s i t y . We also have 

c a l c u l a t e d p o r o s i t y times water s a t u r a t i o n . So the amount 

of pore space t h a t contains connate water. 

And then we also have c a l c u l a t e d the water 

s a t u r a t i o n of the invaded zone. 

Q. Does the i n f o r m a t i o n here provide values 

concerning what Mr. Lee r e f e r r e d t o as the p o r o s i t y c u t o f f ? 

A. Well, w e ' l l show you how we d i d ours and how we 

a r r i v e d a t our conclusions. The reason we c a l c u l a t e d 

s a t u r a t i o n s f o r both the connate s i t u a t i o n and the invaded 

s i t u a t i o n i s t o get a handle on what's permeable. 
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Obviously, there's some — q u i t e a b i t of p o r o s i t y i n the 

Yates i n t e r v a l . However, a p o r t i o n of i t i s not 

ne c e s s a r i l y commercially permeable i n our op i n i o n . 

Q. I n a l a t e r e x h i b i t , do you show your c a l c u l a t i o n 

of the p o r o s i t y c u t o f f ? 

A. Well, i t w i l l — a c t u a l l y , i t w i l l be — I ' l l 

show you how we get the r e . I t ' s a l l contained i n t h i s one 

e x h i b i t . 

Q. Oh, okay. Well, why don't you proceed — 

A. Okay, what we d i d , a f t e r we went i n and analyzed 

where we had — what I c a l l an invasion p r o f i l e , where you 

a c t u a l l y had invasion occur, we're d e a l i n g w i t h — 

Q. Are you t a l k i n g about water invasion? 

A. Yeah, from the d r i l l i n g process. 

Q. A l l r i g h t . 

A. Right, t h i s i s water invasion from the d r i l l i n g 

process. When you're d r i l l i n g , you know, you have a 

h y d r o s t a t i c head of maybe 1400 or 1500 p . s . i . , and i f you 

have permeable zones, you're going t o have a c e r t a i n amount 

of l e a k o f f i n t o those permeable zones. And those zones 

t h a t have decent p e r m e a b i l i t y w i l l show an inv a s i o n 

p r o f i l e . 

Those t h a t the c a l c u l a t e d — the s a t u r a t i o n of 

the invaded zone, where i t ' s approximately equal t o the 

connate water s a t u r a t i o n , t h a t ' s t e l l i n g you t h a t you do 
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not have a l o t of p e r m e a b i l i t y , or i t hasn't been depleted. 

And there's enough w e l l s t h a t have been d r i l l e d and 

completed and produced i n the Rhodes Pool t o have a f f e c t e d 

every zone i n the pool, as f a r as the Yates i n t e r v a l i s 

concerned. 

what's permeable. Then we happened t o have a l l the l o g 

data d i g i t i z e d , i n a d i g i t i z e d form. Then we c a l c u l a t e d 

our — d i d our l o g c a l c u l a t i o n s over those i n t e r v a l s t h a t 

were permeable. 

Q. And t h a t l o g data i s — 

A. That's the t a b l e s t h a t f o l l o w the — 

Q. These t a b l e s , these long — 

A. Yeah, r i g h t , t h a t f o l l o w i t . And i t ' s broken up 

i n t o two sets of c a l c u l a t i o n s , one set f o r Rw i s equal t o 

.03 and the next set f o r Rw i s equal t o .05. 

the t a b l e s c o n t a i n the c a l c u l a t i o n s , and on l i k e page 8 of 

the t a b l e gives you the f i n a l r e s u l t s of the c a l c u l a t i o n 

f o r Rw i s equal t o .03. 

Q. Okay, where i t comes — where you k i n d of come t o 

So what we — The f i r s t process i s t o i d e n t i f y 

And what you can do — The f i r s t e i g h t pages of 

a -

A. That's r i g h t . 

Q. — bottom l i n e , the f i r s t e i g h t pages. 

A. You've found page 8. 
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Q. A l l r i g h t . 

A. So the f i n a l three columns, f o r example, the next 

t o the l a s t column on the right-hand side, t h a t ' s poros- --

t h a t ' s the hydrocarbon f e e t of pay, 12.977 i s the 

cumulative number of a l l these c a l c u l a t i o n s . 

Q. A l l r i g h t . 

A. And then the p o r o s i t y f e e t , by i t s e l f , i s 19.76. 

Knowing t h a t — Having t h a t i n f o r m a t i o n and knowing how 

many net f e e t of pay you have, then you can c a l c u l a t e what 

your average water s a t u r a t i o n i s , your average p o r o s i t y , 

and — you know, you can know those components. 

To determine what your c u t o f f i s — We d i d n ' t 

a c t u a l l y do a p o r o s i t y c u t o f f ; we d i d the c a l c u l a t i o n on 

what's permeable. But you can go back, and y o u ' l l see 

there's very few — very l i t t l e pay s e c t i o n t h a t ' s included 

— or s e c t i o n t h a t ' s included i n here t h a t has a p o r o s i t y 

less than 15 percent. There's maybe a couple of f e e t . 

Q. Okay. So i f you were going t o put i t i n terms of 

a c o r r e c t p o r o s i t y c u t o f f f o r t h i s f ormation, would then 

you say probably 15 percent? 

A. I ' d say 14 t o 15 percent, but c l o s e r t o 15. 

Q. A l l r i g h t . Then on t h e n e x t t a b l e page i s t h e 

same k i n d of c a l c u l a t i o n , only using a d i f f e r e n t water 

s a t u r a t i o n ? 

A. I t ' s j u s t — Right, j u s t a d i f f e r e n t water 
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s a t u r a t i o n . I t uses a r e s i s t i v i t y of .05 ins t e a d of .03, 

but i t ' s the i d e n t i c a l c a l c u l a t i o n s otherwise. 

Q. Okay. And t h a t b a s i c a l l y brackets the 

hydrocarbon-feet t h a t you put on the summary, on the 

beginning? 

A. That's where we came up w i t h our two numbers. 

Now, granted, you know, there w i l l be — Every w e l l i s not 

going t o be i d e n t i c a l i n t h a t pool. But t h i s i s a good, 

r e p r e s e n t a t i v e number. 

Q. A l l r i g h t . With t h i s i n f o r m a t i o n , then, what are 

you next able t o do i n order t o address the question of a 

drainage area f o r w e l l s i n t h i s pool? 

A. Well, what we d i d i s , we s t a r t e d l o o k i n g a t — we 

took — looked a t Rhodes i n f o r m a t i o n . We also looked a t 

w e l l s i n the Jalmat, which are e s s e n t i a l l y the same animal. 

As a matter of f a c t , the Rhodes was p a r t of the Jalmat a t 

one time. And — Because we happened t o have some good 

data on Jalmat w e l l s during the modern — what we c a l l the 

modern era, i n more recent times, versus, you know, the 

e a r l y days when t h i s area was f i r s t d r i l l e d . 

But before we get t o t h a t , we do have a curve 

where we've taken and applied the equations t h a t were i n 

E x h i b i t 25 and presented drainage area f o r the two 

d i f f e r e n t hydrocarbon-feet of pay, versus m f a c t o r or P/Z 

slope, t o get a handle on what a c e r t a i n P/Z slope equates 

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 

174 

t o i n drainage area. 

Q. I n s o r t of a s i m p l i f i e d term, i s t h a t what the m 

f a c t o r means — 

A. The reason I use m — 

Q. — drainage area? 

A. Yeah, C r a f t and Hawkins uses the term m f o r 

slope, so t h a t ' s the reason I c a l l i t m f a c t o r , j u s t from 

the f a c t t h a t i t was r e f e r r e d t o as m i n the equations of 

C r a f t and Hawkins. 

Q. Okay. 

A. We've used t h i s technique f o r a long time. 

Q. Okay, so e x p l a i n how t h i s , then, on E x h i b i t 27, 

e x p l a i n what t h i s graph shows and how you use i t . 

A. Well, i f you p l o t a P/Z curve and determine what 

the slope i s i n terms of MCF per p . s . i . — and the reason 

we use t h a t , t h a t ' s — production i s rep o r t e d i n terms of 

MCF, and so we do our p l o t s i n MCF. And — But the slope, 

i n MCF per p . s . i . , i f you know what t h a t i s , j u s t go 

v e r t i c a l l y u n t i l you i n t e r s e c t the curve and then go l e f t , 

and you've got drainage area. 

Q. Okay. So j u s t f o r an example — 

A. You've got reasonable estimate of drainage area. 

Q. Right. As you go through on a w e l l and you 

c a l c u l a t e and you come up w i t h your m f a c t o r and i t ' s 

10,000, then the drainage area would be — depending on 
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which hydrocarbon footage f a c t o r you use, i t would be — 

the drainage area would be somewhere around 300 acres? 

A. Probably 340 t o 380. 

Q. Okay. 

A. Assuming t h a t — you know, t h a t the hydrocarbon 

f e e t of pay d i d not f a l l outside of those two numbers. 

Q. Okay, a l l r i g h t . Let's keep t h i s e x h i b i t k i n d of 

where we can r e f e r t o i t as you go through the r e s t of your 

work here, and now l e t ' s t u r n t o the — 

A. And we might want t o — I don't know i f we s t a t e d 

i t , but t h i s i s E x h i b i t 27. 

Q. Yes. 

A. Okay. 

Q. Thank you. And now, w i t h E x h i b i t 27 t h e r e where 

we can r e f e r t o i t , l e t ' s t u r n t o a d e r i v a t i o n of the m 

f a c t o r f o r w e l l s i n the Rhodes Gas Pool. Have you done 

work of t h a t sort? 

A. Have we analyzed m f a c t o r s f o r the Rhodes Pool? 

Q. Yes, f o r w e l l s — s p e c i f i c w e l l s i n the Rhodes 

Pool? 

A. Yes. 

Q. Okay, what was the time p e r i o d of your 

i n v e s t i g a t i o n ? 

A. Our time p e r i o d i n the Rhodes Pool a c t u a l l y 

concentrated on from the time of discovery u n t i l about 
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1944. The reason t h a t we chose t h a t time p e r i o d , we 

happened t o have data a v a i l a b l e , and from 1944 u n t i l 1982 

i t ' s a storage u n i t , so t h i s technique would, you know, not 

be a p p l i c a b l e . 

And then from 1982 on, you'd have a l o t l a r g e r 

w e l l d e n s i t y than you do i n the e a r l i e r p e r i o d , so i t ' s 

harder t o get a handle of what the r e s e r v o i r i s capable of 

y i e l d i n g up, i f you have a p r o p e r l y completed w e l l . 

Q. Okay. And you say you happen t o have data f o r 

t h a t e a r l y p e r i o d , i n i t i a l completions up t o 1944? 

A. Right, the reason we have t h a t data a v a i l a b l e , as 

El Paso contemplated converting the Rhodes Gas Pool — or 

the Rhodes Pool a t t h a t time i s what i t was c a l l e d ; i t was 

the Rhodes Pool — t o a storage f a c i l i t y , they had t o f i l e 

a p l a n of operations w i t h the USGS. So they had a l o t of 

good engineering data t h a t was f i l e d w i t h t h a t a p p l i c a t i o n , 

as f a r as pressures and cums were concerned. 

Q. Okay. So what d i d you f i n d , Mr. Hartman, as t o 

the drainage f a c t o r , or m f a c t o r , as you c a l l i t , f o r w e l l s 

i n t h i s pool? 

A. Well, we found, f o r example — One t h i n g we might 

want t o do i s look a t E x h i b i t 28 f i r s t . 

Q. Okay. 

A. This i s an o l d map. I t ' s a c t u a l l y a few years 

younger than 1944, but b a s i c a l l y i n t h a t era. And what we 
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have on the map on E x h i b i t 28, we have c i r c l e d the w e l l s 

t h a t El Paso defined as the gas w e l l s , and t h e r e are sour-

gas and sweet-gas-producing areas of the Rhodes Pool. And 

I b e l i e v e there's about 17 w e l l s on here. 

Q. Okay. 

A. So t h i s gives us a p r e t t y decent handle of what 

the pool looked l i k e a t the time i t became a storage 

f a c i l i t y . 

Q. And are t h e r e some s i g n i f i c a n t pieces of 

i n f o r m a t i o n here? 

A. Yes. A c t u a l l y , the — We have c a l c u l a t e d slopes 

ranging a l l the way up t o 32,000 MCF per p . s . i . of pressure 

drawdown. 

El Paso, I t h i n k , i n t h e i r r e s e r v o i r - e n g i n e e r i n g 

c a l c u l a t i o n s , used per e f f e c t i v e p . s . i . pressure. They use 

the word " e f f e c t i v e p . s . i . " — 

Q. Okay. 

A. — t h a t being defined as the p o i n t — the 

pressure p o i n t between there and abandonment pressure. 

Q. Well, I n o t i c e there's a l i s t i n g of the w e l l s 

w i t h t h e i r p roduction up t o January, 1942. The Rhodes A l 

i s the f i r s t one shown. Was t h a t the discovery w e l l ? 

A. The Rhodes A l was the discovery w e l l . I t was 

d r i l l e d , and I b e l i e v e i t was completed, i n October of 

1927, but d i d not go on production u n t i l 1929 because 
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t h a t ' s when El Paso Natural Gas was founded. 

I t was founded p r i o r t o t h a t , but they got the 

p i p e l i n e f i n i s h e d , and the f i r s t gas was d e l i v e r e d or 

s t a r t e d f l o w i n g through the p i p e l i n e system on June 9 t h , 

1929. And the Rhodes A l was t h e i r f i r s t supply w e l l . This 

i s a very h i s t o r i c w e l l . 

Q. I t had produced how much over t h a t time p e r i o d , 

up t o the — 

A. Up t o — 

Q. — up t o the p o i n t where i t became a storage 

u n i t ? 

A. Up t o January 1st of 1942, i t had produced 13 

b i l l i o n . What they d i d , they d i d n ' t get around t o doing 

the storage u n i t f o r two more years, and I t h i n k they 

apparently had done t h e i r o r i g i n a l c a l c u l a t i o n s based on 

January of 1942, but then World War I I came along and some 

equipment and m a t e r i a l s became less a v a i l a b l e , which slowed 

up t h e i r storage p r o j e c t f o r a couple years. So they — 

These numbers were done f o r 1942. 

And then there was an a d d i t i o n a l 13 b i l l i o n t h a t 

was produced f o r the years of 1942 t o 1943, b r i n g i n g the 

t o t a l f o r the pool up t o around 79 b i l l i o n cubic f e e t by 

1-1 o f 1944. 

Q. Which brought — t h a t — H i s t o r i c a l l y , t h a t would 

b r i n g i t , t h a t 79 BCF would b r i n g i t up when i t was turned 
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i n t o a storage u n i t ? 

A. Just about when i t was turned i n t o a storage 

u n i t . 

Q. And would we understand t h a t those w e l l s t h a t had 

produced t h a t q u a n t i t y of gas from t h i s pool would not be 

p r o p e r l y c h a r a c t e r i z e d as what you would c a l l today an 

e f f i c i e n t producing well? 

A. Well, they're no longer e f f i c i e n t , but they were 

very e f f i c i e n t i n t h e i r day and time. 

Q. Yeah, but I meant as f a r as modern completion — 

A. No. 

Q. — techniques? 

A. I f you put two w e l l s a t the same pressure 

t o g e t h e r , you know, these completions i n a modernly 

completed w e l l , obviously the modernly completed w e l l would 

perform a l o t b e t t e r a t c u r r e n t pressures. But these were 

e x c e l l e n t w e l l s . 

And what we're r e a l l y focusing on here i s what 

the r e s e r v o i r i s capable of doing. 

Q. A l l r i g h t . And does t h a t — the i n f o r m a t i o n on 

E x h i b i t 28, then, give you some c a p a b i l i t y t o begin t o 

c a l c u l a t e drainage areas? 

A. That i s r i g h t , t h a t ' s the basis — From those 

numbers, a person can a r r i v e a t a p r e t t y f a i r estimate of 

what the drainage areas was f o r each — what the drainage 
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area was f o r each of the i n i t i a l w e l l s i n the Rhodes Pool. 

Q. Does E x h i b i t 29 show t h a t c a l c u l a t i o n ? 

A. Yeah, E x h i b i t 29 i s a c t u a l l y a t a b u l a t i o n . This 

was mainly t o map, and one of the t a b l e s i n E x h i b i t 29 i s 

a t the bottom of the map. But we a c t u a l l y have a s e r i e s of 

t a b l e s , and the p l o t s t h a t back them up, and the o r i g i n a l 

E l Paso data, i s a l l i n E x h i b i t 29. 

But the summary i s r i g h t , say, on the top sheet 

here of E x h i b i t 29. 

Q. A l l r i g h t . I s there any more explanation t h a t 

you want t o make concerning E x h i b i t 29? 

A. Well, you can use e i t h e r the f i r s t page or the 

second — or the t h i r d page, excuse me. Yeah, r i g h t , the 

t h i r d page. 

The t h i r d page, we have P/Z slope c a l c u l a t e d or 

l i s t e d out from the l a r g e s t down t o the smallest slopes, 

s o r t e d by, you know, maximum P/Z slope — 

Q. Uh-huh. 

A. — showing t h a t the Cagle A2 had a demonstrated 

slope of 32,000 MCF per p . s . i . The lowest one f o r which we 

have a value i s the Gregory BI a t 2342 MCF per p . s . i . 

Q. Okay. 

A. And most of the w e l l s — One of the t h i n g s you 

can say, most of the w e l l s , a l l of them but f o u r , have a 

demonstrated drainage area i n excess of 160 acres. 
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Q. Now, i s t h a t value of MCF per p . s . i . v a l i d i f the 

r e s e r v o i r pressure i s 1000 pounds, versus i f the r e s e r v o i r 

pressure i s 100 pounds? 

A. Yes. What you're doing, you're not — Obviously 

a w e l l a t 1000 pounds and say a slope of 10,000 i s going t o 

make a l o t more gas than a w e l l t h a t has 10,000 slope but 

only 100 pounds i n i t i a l pressure. But they both are 

i l l u s t r a t i n g the same — e s s e n t i a l l y the same slope. 

Q. Same q u a n t i t y of gas — 

A. Right. 

Q. — per 1 p . s . i . of pressure? 

A. And one of the t h i n g s I want t o p o i n t out here, 

i f you want t o look at the curves behind, you're going t o 

see t h a t w e l l s i l l u s t r a t e d i f f e r e n t slopes a t d i f f e r e n t 

times i n t h e i r l i f e . 

And f o r example, we can t u r n t o the Rhodes A l . 

The Rhodes A l was the discovery w e l l . I t had an i n i t i a l 

slope of approximately 21,000 MCF per p . s . i . The Rhodes A l 

and the Cagle A l w e l l s produced — were e s s e n t i a l l y the 

only two producing w e l l s , gas w e l l s , u n t i l 1936. Then 

a d d i t i o n a l — El Paso s t a r t e d performing a d d i t i o n a l 

d r i l l i n g . Over about a two-year p e r i o d the slope of t h a t 

Rhodes A l turned downward as i t s t a r t e d competing w i t h 

o ther w e l l s nearby. 

Q. Well, would t h a t say t o you t h a t t h e r e was good 
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communication between the w e l l s i n t h i s f i e l d ? 

A. Yes, we bel i e v e there i s good communication, 

e x c e l l e n t communication, r e a l l y . 

Q. And t h i s i s r e f l e c t e d when only — t h e r e were 

only s i x w e l l s d r i l l e d ? 

A. What was — Ask t h a t again. 

Q. Well, you see the e f f e c t on the slope on the 

Rhodes A Number 1 by j u s t the a d d i t i o n of f i v e wells? 

A. Yes, i t had an e f f e c t on i t , t h a t ' s c o r r e c t . 

A c t u a l l y , i t t u r n s out, the slope t h a t i t f i n a l l y went t o 

before the storage p r o j e c t s t a r t e d was about o n e - t h i r d of 

the slope i t had been e x h i b i t i n g p r i o r t o t h a t , saying t h a t 

i t was — a f t e r a d d i t i o n a l d r i l l i n g s t a r t e d o c c u r r i n g , i t 

was only d r a i n i n g about a t h i r d of the drainage area t h a t 

had p r e v i o u s l y , you know, been drained before. 

Q. And i n your opinion i s t h a t because the 

communication drainage — 

A. Yeah, you have good communica- — Good r e s e r v o i r s 

w i l l show P/Z slopes l i k e t h i s . 

Q. Okay. And i s t h i s a good-permeability r e s e r v o i r ? 

A. We t h i n k i t ' s a h i g h - q u a l i t y r e s e r v o i r f o r the 

Permian Basin. 

Q. Anything else t h a t you want t o — 

A. And when I say t h a t , I'm not comparing i t t o 

places l i k e Sonora t h a t ' s got t i g h t sands or the Abo, you 
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know. Those are what I c a l l t i g h t r e s e r v o i r s . This i s 

good-quality s t u f f . 

Q. Anything else t h a t you want t o p o i n t out on your 

E x h i b i t 29? 

A. I t h i n k we've covered most of i t . 

Q. Okay. Now, i s E x h i b i t 3 0 addressing s p e c i f i c a l l y 

the Rhodes A Number 1? 

A. Right, t h i s i s the — This i s the h i s t o r y of the 

Rhodes A l as f a r as production and pressures i s concerned. 

Q. Does t h i s take a — one w e l l example t o show how 

you get your m f a c t o r or your drainage f a c t o r ? 

A. Well, i t — yeah, i t does t h a t . But also the 

reason we use t h i s one i s , t h i s was the beginning. This 

w e l l was not only the discovery w e l l f o r the Rhodes Pool, 

i t was the discovery w e l l f o r Southeast New Mexico or the 

southern p a r t of Lea County. 

Q. I t was probably the discovery w e l l f o r New 

Mexico, wasn't i t ? 

A. No, I don't t h i n k — I'm not sure. But i t was an 

e a r l y . 

Q. Okay. 

A. I t was discovered about a year a f t e r the Hendrick 

f i e l d was discovered i n Texas, and t h a t was the f i r s t w e l l 

on the west side of the Central Basin P l a t f o r m , or the 

f i r s t f i e l d . And not too f a r , you know, n o r t h of the 
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Hendrick. 

Q. Okay. So what i s the s i g n i f i c a n c e of the 

i n f o r m a t i o n t h a t ' s shown here? 

A. Well, again, we have the same pressure-cum slope 

i n c o r p o r a t e d i n t h i s package. 

We also have the pressure-cum slope, the more 

modern one, from 1983 through 1993. And we have a 

pressure-time curve, or a composite pressure-time curve, 

t h a t shows — I t h i n k , i l l u s t r a t e s the good communication 

i n the r e s e r v o i r . I t s t a r t s i n 1930 and goes through 1945, 

and the i n i t i a l pressure f o r the Rhodes A l was 14 00 p . s . i . 

But the Rhodes A l and the Cagle A l were 

e s s e n t i a l l y the only w e l l s producing d u r i n g the e a r l y 

years. 

So when the d r i l l i n g s t a r t e d t a k i n g place i n 

193 6, you can see what the a d d i t i o n a l w e l l s , what t h e i r 

pressure curves looked l i k e . They come i n a t a pressure 

very much along the pressure curve of the Rhodes A l , 

showing t h a t the Rhodes A l was d r a i n i n g the area t h a t these 

w e l l s were located i n . 

Q. And they f o l l o w — The d e c l i n e i s p r e t t y much on 

a p a r a l l e l basis from t h a t p o i n t on t o 1944? 

A. That's r i g h t . 

Q. Okay. 

A. And t h i s i s a l l taken r i g h t out of El Paso's 
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data. 

Q. Okay, again showing the good communication 

between wells? 

A. Yeah, I — We t h i n k t h a t ' s e x c e l l e n t 

communication. 

Q. A l l r i g h t . 

A. E s p e c i a l l y a t the pressures we're p l o t t i n g here. 

Q. A l l r i g h t . Now, from t h i s p o i n t , then, s k i p over 

the storage u n i t area, and do you have some i n f o r m a t i o n and 

t h i n g s as t o the 1982-to-present era, when once again the 

Rhodes Gas Pool became a pool t h a t was producing the t r u e 

r e s e r v o i r n a t i v e gas? 

A. Well, the next groups of w e l l s t h a t we've got 

here are — They're not neces s a r i l y i n the Rhodes Pool but 

j u s t t o the n o r t h i n the same zones, i n the same 

r e s e r v o i r s . And the reason we d i d these i s t o show, when 

you're d e a l i n g a t low pressures, r e l a t i v e l y low pressure, 

what's s t i l l p o s s i b l e i n a h i g h - q u a l i t y r e s e r v o i r , as f a r 

as the completion i s concerned, i f a w e l l , you know, i s — 

doesn't have competition f o r the gas. 

Q. And does i t show what's also p o s s i b l e i n terms of 

drainage area, even though the pressure — 

A. That's what I'm saying. I t shows t h a t i t ' s 

p o s s i b l e t o achieve a drainage area i n excess of 160 acres, 

which i s the spacing f o r the Rhodes Pool. And t h a t ' s what 
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I t h i n k we have t o be able t o show, i s t h a t one w e l l can 

d r a i n 160 acres. 

So — But we can show t h a t w e l l s can d r a i n i n 

excess of 160 acres. 

Q. A l l r i g h t . So i s there one of these w e l l s — we 

don't want t o go through a l l of them -- one of them t h a t 

you j u s t , by way of example, e x p l a i n how you made your 

c a l c u l a t i o n and — 

A. Okay, what I ' l l — I ' l l go through these two 

t a b l e s . We've broken i t out i n t o two d i f f e r e n t groups of 

t a b l e s . 

Q. Okay, and those are E x h i b i t s — 

A. — 31 and 32. 

Q. Okay. 

A. Each t a b l e — There's f i v e w e l l s i n each group. 

One group t h a t we chose i s , we chose where b a s i c a l l y you 

were d r i l l i n g the replacement w e l l a t — the replacement 

i n f i l l w e l l a t , you know, e s s e n t i a l l y the same l o c a t i o n as 

you d r i l l e d — as the o r i g i n a l w e l l was d r i l l e d . That's t o 

show t h a t you s t i l l can come i n and get a very good 

completion, because i t ' s d r a i n i n g a much l a r g e r area than 

j u s t a l i t t l e , small area. 

Q. That's E x h i b i t 31? 

A. That's E x h i b i t 31. 

Q. Okay. So those f i v e w e l l s were d r i l l e d very near 
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t h e w e l l — the o l d w e l l — 

A. P reviously e x i s t i n g w e l l t o the same zones. 

Q. Okay. 

A. And we can walk through, say, l i k e the Lankford 

2, i f you want t o , l i k e t h i s one. The Lankford 2 i s a 

Jalmat w e l l located i n Section 25 of 23-36. I t was a 

120- — I t i s a 120-acre p r o r a t i o n u n i t . The o r i g i n a l w e l l 

was l o c a t e d i n U n i t G of Section 25, and the i n f i l l w e l l 

was d r i l l e d a t t h a t same l o c a t i o n . 

So i n each package, on each w e l l , we have a p l a t 

showing the p r o r a t i o n u n i t , the w e l l s under c o n s i d e r a t i o n , 

and a l s o surrounding w e l l s . 

Q. Now, these f i v e w e l l s on E x h i b i t 31 have an 

average m f a c t o r of 11,989? 

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

Q. So i f we go back t o E x h i b i t 27, which I asked you 

t o — 

A. Yeah, and I want t o q u a l i f y one t h i n g when we say 

"average" and when we t a l k e d about m f a c t o r . We're t a l k i n g 

about the maximum slope t h a t ' s been demonstrated by the 

w e l l . The slopes, you know, can change w i t h time. 

Q. A l l r i g h t . 

A. Okay. 

Q. But i s t h i s the i n d i c a t o r t h a t one can use t o get 

an idea of the drainage area? 
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A. That's r i g h t . 

Q. Okay. So I'm j u s t p i c k i n g the average i n s t e a d of 

one w e l l , j u s t f o r purposes of convenience, but i f we say 

i t ' s 12,000 and we go back over t o E x h i b i t 27, then would 

t h a t i n d i c a t e a drainage area of, oh, say 350 t o 380 acres? 

A. That t h i s group of w e l l s , these f i v e w e l l s here, 

had a drainage area — have demonstrated a drainage area i n 

the neighborhood of 32 0 t o — or 340, say, t o 38 0 acres. 

Q. And these are replacement w e l l s being d r i l l e d on 

a p r o r a t i o n u n i t which i t already had produc t i o n from the 

o l d wells? 

A. Yeah, a p r e v i o u s l y producing p r o r a t i o n u n i t . 

Q. A l l r i g h t . 

A. And i t encountered pressures t h a t are a l i t t l e 

b i t higher than the Rhodes i s today, but s t i l l of the same 

order of magnitude. We're t a l k i n g about over 100 pounds 

in s t e a d of less than 100 pounds. And some of them — a 

couple of them i n these examples are less than 100 pounds. 

Q. Now, i s E x h i b i t 32 an example set of w e l l s i n the 

Yates-Seven Rivers where the new w e l l i s not i n close 

p r o x i m i t y t o — 

A. Well, i t ' s removed 40 acres or so. 

Q. A l l r i g h t . 

A. Yes. 

Q. And you've got the same data t h e r e , i n i t i a l 
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pressures, m f a c t o r and so f o r t h ? 

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

Q. And i n t h i s case, i f we look a t , again, an 

average and say i t ' s — c a l l i t 15,000 MCF per p . s . i . and 

go back t o your E x h i b i t 27, we would say, then, t h a t you're 

t a l k i n g about d r a i n i n g 400 acres, or maybe a l i t t l e b i t 

more, w i t h t h a t w ell? 

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

Q. Okay. 

A. That's not t o say t h a t every w e l l t h a t we've ever 

d r i l l e d has done t h i s , but t h i s p a r t i c u l a r group of w e l l s 

were e x c e l l e n t w e l l s t h a t also apparently were not 

encountering serious competition, you know, by o f f s e t 

leases. 

Q. And each of these w e l l s would be what you'd c a l l 

an e f f i c i e n t w e l l , modern k i n d of completion? 

A. Yes, they're very e f f i c i e n t w e l l s , there's no 

doubt about t h a t . And t h a t can be — I t h i n k — l e t ' s go 

back through the — We can p i c k one of these again. We can 

take the S h e l l State 5 i f we'd l i k e , the f i r s t one — 

Q. On E x h i b i t 32? 

A. Yes. And you can see f r o m t h e p r o d u c t i o n c u r v e 

the l e v e l of the production of the e x i s t i n g w e l l a t the 

time t h a t the i n f i l l w e l l was d r i l l e d , the p r o d u c t i o n , 

where i t was a t the time the w e l l was d r i l l e d , and what the 
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new w e l l was capable of doing. 

Also, you need t o keep — a person needs t o keep 

i n mind t h a t the new w e l l was — these became nonmarginal 

p r o r a t i o n u n i t s when the new w e l l was d r i l l e d . So 

t h e r e f o r e the production t h a t was a l l o c a t e d t o the new w e l l 

was equal t o the allowable less the marginal p r o d u c t i o n 

t h a t went t o the o r i g i n a l w e l l . 

Q. Okay, does t h a t e x p l a i n some of these g y r a t i o n s 

i n the pr o d u c t i o n curves? 

A. Yeah, t h a t ' s the reason you have the g y r a t i o n s i n 

the curve up u n t i l , say, around 19- — w e l l , t h i s one 

turned out t o be 1990. I n 1990, t h i s w e l l went on 

ca p a c i t y , about January of 1990. But p r i o r t o January of 

1990, i t was a top-allowable w e l l . 

Q. So t h a t i t s production was constrained t o a 

c e r t a i n e x t e n t by the allowables? 

A. Right, the f i r s t , e a r l y p a r t of the curve i s . 

Then, i f you look on the same — on the 

pro d u c t i o n curve, i f you look down a t the bottom, you can 

see the pressures. Pressures, you know, of the f i r s t w e l l 

and the second w e l l coincide very c l o s e l y . 

You can also see from the cum curve t h a t 

approximately, you know, 1.2, 1.3 b i l l i o n cubic f e e t of gas 

was added, so f a r , by the S h e l l State 5. 

Then you t u r n t o the next page, and t h a t ' s what 
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we c a l l a composite pressure-cum curve. We have the 

pressure-cum curve f o r the o r i g i n a l w e l l and the pressure-

cum curve f o r the new w e l l . And you can see t h a t the slope 

i s much more shallow on the new w e l l , showing i t i s a 

h i g h l y e f f i c i e n t completion r e l a t i v e t o the f i r s t w e l l . 

Q. Okay. 

A. And then behind the cum curve, we also have a 

pressure-time p l o t f o r a l l the w e l l s , i n c l u d i n g the S h e l l 

State 5, the S h e l l State 5 and the w e l l s immediately 

surrounding. And you can see again, there's good 

communication pressurewise between the various w e l l s i n 

t h i s area. 

Q. Okay, b a s i c a l l y you've got a n i n e - w e l l group i n 

an area there? 

A. Let's see. Yeah, i t ' s nine, t h a t ' s c o r r e c t . 

Q. A l l r i g h t . And t h e i r pressures are f o l l o w i n g a 

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

A. That's c o r r e c t . And you know, y o u ' l l see — on a 

couple of them you can see spikes. 

And past experience — I've had t o even check t o 

see which w e l l t h a t was, but past experience has taught me 

g e n e r a l l y , t h a t ' s an open-hole completion. Y o u ' l l have 

some, you know, r e a l t i g h t zone t h a t ' s maybe got a l i t t l e 

h igher pressure, maybe a l i t t l e f l u i d i n the w e l l , and so 

on some of the shut-ins i t might demonstrate a higher shut-

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 

192 

i n pressure. But say i t ' s been swabbed or something p r i o r 

t o another s h u t - i n a year l a t e r , a year l a t e r i t w i l l be 

brought back on the curve again. 

Q. Okay. And Mr. Hartman, do these s t u d i e s confirm 

your o p i n i o n t h a t one good w e l l i n t h i s r e s e r v o i r w i l l 

d r a i n more than 160 acres? 

A. Right, i f there's not r e a l c o m p e t i t i o n , or as you 

say, i f the w e l l d e n s i t y were le s s , i t would a l s o , as 

i l l u s t r a t e d by the o r i g i n a l w e l l s i n the Rhodes Pool. 

I f you had — f o r example, i f you had a l l 

e f f i c i e n t l y completed — i f every w e l l i n a pool were 

e f f i c i e n t l y completed, then the drainage area f o r each w e l l 

would be equal t o the spacing, the e f f e c t i v e spacing i t was 

on. 

Q. I n other words, what you're saying i s , the 

c o m p e t i t i o n would keep i t t o t h a t , otherwise — 

A. Right. 

Q. — w i t h o u t the competition i t would be d r a i n i n g 

200 or 300 acres? 

A. Right, i t would — I t could d r a i n more. So what 

i t ' s saying i s , i f you've got a w e l l t h a t ' s capable of 

d r a i n i n g 160, or — and you can d r i l l a w e l l t h a t ' s capable 

of doing t h a t , then there's no need, i t becomes a waste t o 

d r i l l more w e l l s because they're not necessary. 

Q. And can the rework of an o l d w e l l j u s t as 
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adequately be an e f f i c i e n t w e l l as a newly d r i l l e d w e ll? 

A. That's r i g h t . I f — l e t me — I n a l o t of cases, 

i t i s . Sometimes I — Maybe you don't f e e l l i k e you would 

have as good of a wellbore o p p o r t u n i t y , and you might need 

t o d r i l l a new w e l l . 

Q. Okay. What i s E x h i b i t Number 33? 

A. Let's see, 33. Okay, 3 3 focuses on southwest 

q u a r t e r of Section 4. A c t u a l l y — As a matter of f a c t , 

t h a t ' s the t r a c t t h a t ' s a p a r t of t h i s A p p l i c a t i o n of 

Gruy's. And i t contained what was c a l l e d the Farnsworth C 

Number 1 w e l l , now the RFU Number 41 w e l l . 

Q. A l l r i g h t . And d i d you develop an m f a c t o r f o r 

the Number 41 well? 

A. Well, i t t u r n s out t h a t the 41 was completed 

October — I t h i n k i t was October 17th, 1939. I take i t 

back, i t ' s October 13th, 1939. And t h a t happened t o be 

data f o r — t h a t we have from El Paso's data, so — and i t 

had a slope, i l l u s t r a t e d or demonstrated an i n i t i a l slope 

of 16,900 MCF per p . s . i . 

Q. Okay. And i f we go back t o your E x h i b i t Number 

27, what would t h a t i n d i c a t e i n terms of the area t h a t 

could be drained by t h i s well? 

A. That would be i n the neighborhood of 500 acres, 

p l u s or minus. 

Q. Okay. Well, the one e x i s t i n g w e l l , the Number 
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41, on t h a t 160 acres can d r a i n and would d r a i n more — 

A. I t d i d — I t was d r a i n i n g i n t h a t neighborhood, 

t h a t ' s r i g h t . 

Q. Yeah. What — 

A. Before a l o t of w e l l s were d r i l l e d . And as a 

matter of f a c t , h i s t o r i c a l l y , from a h i s t o r i c a l 

p e r s p e c t i v e , a l o t more gas was being produced back i n the 

1930s from the Rhodes area, say, from — you know, i n 26-37 

than was being produced t o the n o r t h i n 25-37, because t h a t 

was more o i l t o the n o r t h . 

Q. A l l r i g h t . 

A. And, you know, the gas was b a s i c a l l y behind pipe. 

That was before the Jalmat and the Eumont Pools and so 

f o r t h were formed. 

Q. What else does E x h i b i t Number 33 i l l u s t r a t e ? 

A. Well, we happen t o have i n f o r m a t i o n on 

completions on the three w e l l s on t h a t p a r t i c u l a r p r o r a t i o n 

u n i t , we have the production h i s t o r i e s , pressure h i s t o r i e s . 

Again, we have another — We have the pressure-cum 

h i s t o r i e s of the Farnsworth C, as w e l l as several of the 

w e l l s around i t , e s p e c i a l l y the Cagle A l and the A2. 

The Cagle A l was the r e a l l y b i g w e l l i n the 

Rhodes Pool. By 1-1-44, i t had produced over 2 0 b i l l i o n 

cubic f e e t . I t was an e x c e l l e n t w e l l . And i t ' s l o c a t e d i n 

Section 9, j u s t t o the south. And i t s pressure, i n i t i a l 
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pressure, was 1400 p . s . i . , j u s t l i k e the Rhodes A l . and i t 

went on pr o d u c t i o n i n 1929 also. 

And as you can see, a f t e r — t h a t the Cagle 

produced by i t s e l f f o r a number of years, up u n t i l around 

1936. Then, as a d d i t i o n a l w e l l s began t o be d r i l l e d around 

i t , most of those w e l l s came i n a t pressures i n the 

neighborhood of what the Cagle A l was a t t h a t p o i n t i n 

time. 

Q. Okay. Now, Mr. Hartman, you understand t h a t t h i s 

q u a r t e r s e c t i o n and the w e l l s here, speaking broadly, are 

t h e s u b j e c t of Gruy's A p p l i c a t i o n i n Case 12,015? 

A. That's r i g h t . 

Q. A l l r i g h t . And what i s your p o s i t i o n concerning 

th e A p p l i c a t i o n and what's sought by Gruy? 

A. Well, my p o s i t i o n i s t h a t one e f f i c i e n t l y 

completed w e l l could — and can d r a i n 160 acres. 

Q. Okay. And i f Gruy chose t o rework the 43, as was 

done, and shut i n the 41, would then you have any 

o p p o s i t i o n t o t h a t — 

A. No, I can understand t h e i r d e s i r e maybe not t o 

continue t o produce the 41 because i t ' s not — you know, 

i t ' s of a d i f f e r e n t v i n t age. 

Q. A l l r i g h t . 

A. A good w e l l i n i t s day, but not n e c e s s a r i l y a 

c o m p e t i t i v e w e l l today. 
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Q. Or i f they e l e c t e d t o not produce the 4 3 and 41 

and d r i l l t h e i r new w e l l , which they c a l l the 415, again, 

would you have no o p p o s i t i o n t o th a t ? 

A. I don't have any o p p o s i t i o n t o them producing one 

w e l l . 

Q. Okay. 

A. The r u l e s provide f o r i t , t o have t h a t r i g h t . 

Q. And would any one of these three w e l l s d r a i n t h i s 

p r o r a t i o n u n i t or more? 

A. I'm not sure about the 41 — 

Q. Okay. 

A. — today. I ' d have t o r e a l l y , you know, study i t 

i n d e t a i l because i t i s an open-hole completion. And I 

t h i n k i t ' s been f r a c ' d , but i t ' s d i f f i c u l t t o get as an 

e f f e c t i v e f r a c j o b , you know, i n an open hole as i t i s 

where you have pipe and p e r f o r a t i n g , can c o n t r o l the f r a c 

t o some degree. 

Q. Okay. So your p o s i t i o n of proper outcome would 

be i f the 41 could be P-and-A'd and production could be i n 

the 43? 

A. I t ' s t h e i r e l e c t i o n , not mine. 

Q. A l l r i g h t . Do you have E x h i b i t 34, which 

provides some — 

A. One t h i n g I would l i k e t o i l l u s t r a t e again, t h a t 

I j u s t n o t i c e d here on t h i s p a r t i c u l a r E x h i b i t 33, we have 
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a pressure-cum curve about midway through the package — or 

a pressure-time curve, I mean, f o r more recent times from 

1976 up t o the present. And as you can see, when the 43 

was d r i l l e d , the pressures came r i g h t i n a t j u s t about what 

you would p r e d i c t i t t o be o f f of t h i s composite curve. 

Q. Came i n a t what? 

A. They reported a s h u t - i n bottomhole pressure on 

the Number 43, I be l i e v e , of 85 p . s . i . But r i g h t — You 

know, w e l l i n the neighborhood of what you would expect 

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

Q. And which would be i n d i c a t i v e of the 

communication — 

A. Right. 

Q. — good communication t h a t we t a l k e d about? 

A. That's r i g h t . 

Q. A l l r i g h t . On t h a t p o i n t , does E x h i b i t 34 

provi d e f o r the Examiner composite i n f o r m a t i o n concerning 

pressures? 

A. Yes, i t does. This one, b a s i c a l l y , i t ' s — The 

e x h i b i t has both production and pressure i n f o r m a t i o n . At 

the bottom of the e x h i b i t i s — we have a pressure-time 

p l o t , where we've thrown a l l the pressures i n the Rhodes 

Pool on one p l o t . 

Q. Since 1982, since the — since what we c a l l the 

modern era of t h i s pool? 

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 

198 

A. Right. 

Q. Okay. And what d i d we learn? Once you've put 

a l l the pressures of a l l the w e l l s here, what do you f i n d ? 

A. That the most probable outcome i s going t o be 

between 50 and 100 p . s . i . , i f you look a t i t s t a t i s t i c a l l y . 

Q. A l l r i g h t . Well, but does i t t e l l you t h a t 

e s s e n t i a l l y a l l of these w e l l s f a l l w i t h i n the parameters 

of a c e r t a i n pressure zone? 

A. Yeah, i t ' s showing there's good communication. 

I f t h e r e weren't good communication then you would see 

w e l l s coming i n , I b e l i e v e , a t a l o t higher pressures, 

because they wouldn't be a f f e c t e d by the o f f s e t p r oduction. 

Q. Okay. 

A. But when the band, pressure band, i s p r e t t y 

concentrated l i k e t h i s , i t ' s showing good communication. 

Q. Do you have any comment concerning Mr. Lee's 

e x h i b i t where he had an example of th r e e w e l l s which, t o 

him, supported the conclusion t h a t t h e r e i s not good 

communication between wells? 

A. Well, I don't remember the t h r e e ; I remember two 

of them. One, I b e l i e v e , was over on the west si d e , and i f 

I'm not mistaken the other — one of them, I t h i n k he 

mentioned, was 102 — 

Q. Well, the 81 and the 82 were i n the northeast of 

8. 
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A. Okay. 

Q. And then the other one was i n the northwest of 

10. 

A. Okay. See, those are — The geology has changed 

as you go across t h e r e . You're s t a r t i n g t o get — on the 

west s i d e , you're g e t t i n g more i n t o an upper Yates 

development, whereas on the east side i t ' s middle t o lower 

Yates. We c a l l i t lower Yates but, you know, you could — 

somebody — some people might c a l l p a r t of i t middle Yates, 

because i t ' s i n the middle of the Yates i n t e r v a l . 

But you can d i v i d e the Yates d e p o s i t i o n up i n t o 

lower Yates on the east, upper Yates on the west. And 

t h a t ' s a l l the way up and down the p l a t f o r m , from Eunice 

south. 

Q. But does your data show — 

A. There are two d i f f e r e n t g e o l o g i c a l systems, j u s t 

t o s t a r t w i t h . 

Q. Okay. 

A. So, you know, you can't — Just because there's 

d i f f e r e n c e s i n pressure does not n e c e s s a r i l y say there's 

not good communication. 

Q. A l l r i g h t . Well, does your i n v e s t i g a t i o n 

i n d i c a t e a general u n i f o r m i t y of pressure among a l l of 

the — 

A. Yeah, the — I t h i n k these curves show t h a t . 

STEVEN T. 
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Q. Okay. You have another e x h i b i t here, E x h i b i t 35, 

recoverable gas reserve. Would you e x p l a i n t h a t e x h i b i t ? 

A. What t h a t i s , t h a t ' s j u s t a graph d e p i c t i n g a 

s e r i e s of vo l u m e t r i c c a l c u l a t i o n s where we've u t i l i z e d — 

i s — Let me see here. 

Okay, we've done i t f o r two d i f f e r e n t — Again, 

f o r the Rw of .03, f o r an Rw of .05. We've got two curves. 

This E x h i b i t 35 has got a c t u a l l y two curves t o i t . And you 

can — Along the X axis we have acres per w e l l . 

Then we have f o r — d i f f e r e n t curves f o r 

d i f f e r e n t i n i t i a l pressures, and then computed recoverable 

gas reserves on the Y a x i s , a l l assuming an abandonment 

pressure of 15 p . s . i . g . , which i s e s s e n t i a l l y what the 

ga t h e r i n g system i s . 

Q. Okay. Show us how we would read t h i s . Let's 

assume t h a t you have an i n i t i a l pressure of 75 p . s . i . a . 

A. Okay, i f you had an i n i t i a l pressure of 75 

p. s . i . a . , assuming t h a t you had approximately 12 

hydrocarbon-feet of pay — t h i s one i s a c t u a l l y f o r — i t 

would be 12.98, a t 75, 160-acre spacing, you could expect a 

recovery of approximately 3 00 m i l l i o n f o r a w e l l . 

But i f you have two w e l l s per 160, then the 

recovery i s going t o be reduced t o h a l f of t h a t on a per-

w e l l b asis. 

Q. You'd go over t o about 80 acres? 
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A. Right. 

Q. I f you have — 

A. I f you have two e f f i c i e n t l y completed w e l l s , say 

on a 160, then t h a t ' s e s s e n t i a l l y 80-acre spacing. Now 

you've reduced your recovery per w e l l t o about h a l f . 

Q. Or about a hundred and — 

A. — f i f t y — 

Q. — f i f t y — 

A. Yeah. 

Q. — thousand? 

A. Yeah, 150,000 MCF. 

Q. And what i s the s i g n i f i c a n c e of t h a t i n terms of 

the issues of waste? 

A. I t ' s waste, i t ' s waste t o have t o d r i l l , t o d r i l l 

more w e l l s than i s necessary t o d r a i n the acreage. 

Q. And t o d r i l l more w e l l s t o recover j u s t 150 

m i l l i o n cubic feet? 

A. Well, what you're doing i s , I don't t h i n k you're 

going t o add too much t o the reserves; you're j u s t going t o 

d r i l l more w e l l s t o get i t . You know, you — I t ' s my 

s t r o n g b e l i e f you're going t o get most of i t w i t h one w e l l . 

Q. Now, d i d you prepare E x h i b i t 36 t o provide f o r 

the D i v i s i o n j u s t a general overview of t h i s pool and the 

e x i s t i n g wells? 

A. I t was done under my d i r e c t i o n , yes. 
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Q. A l l r i g h t . And i s t h a t the purpose of i t , k i n d 

of as a reference? 

A. What i t i s , i t ' s b a s i c a l l y showing the o u t l i n e of 

the p o o l , the Rhodes Gas Pool. I t shows the p r o r a t i o n 

u n i t s . I t also has — From a w e l l standpoint, the blue 

dots are the w e l l s , Rhodes gas w e l l s , t h a t were approved 

under Order — What i s i t ? R-68- — What i s t h a t number, 

-71? 

Q. 6891. 

A. — 6891, i n — t h a t was e f f e c t i v e 1-1 of 1982. 

Those are the w e l l s t h a t , i f you look i n t h a t order, y o u ' l l 

f i n d t h a t were approved f o r the Rhodes Pool as gas w e l l s . 

Q. I s i t t r u e t h a t at t h a t time, because of what had 

been previous d r i l l i n g p r a c t i c e s , some w e l l s , some 160-acre 

u n i t s t h a t had two w e l l s , were approved, and i n e f f e c t a 

g r a n d f a t h e r i n g i n of more than one w e l l per 160 acres — 

A. Right. 

Q. — i n a few instances? 

A. What happened i n the h i s t o r y of the poo l , of t h i s 

p o o l , E l Paso, along the way, mostly i n 1973, d r i l l e d 

a d d i t i o n a l w e l l s , because t h i s was a storage p r o j e c t . And 

so you wound up w i t h m u l t i p l e w e l l s on some of the 

p r o r a t i o n u n i t s a t t h a t p o i n t i n time. Obviously, you've 

got those w e l l s , they have an a p p l i c a t i o n , and i t would be 

a waste t o abandon those w e l l s . 
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But — Those w e l l s were approved, but i t was also 

approved f o r t h i s t o be a — not — t h e i r a p p l i c a t i o n 

requested t h a t the pool be defined or designated as an 

unprorated gas poo l , or nonprorated gas p o o l , o p e r a t i n g 

under the r u l e s , the a p p l i c a b l e r u l e s f o r nonprorated 

pools. 

Q. And t h a t r u l e , as we heard before, would be one 

w e l l per 160 acres? 

A. That's one of the c o n s t r a i n t s i n a nonprorated 

p o o l . 

Q. Okay. A l l r i g h t . And f i n a l l y , Mr. Hartman, d i d 

you — You also have a few cross-sections here t o o f f e r , 

and I don't want t o take a l o t of time t o go i n t o d e t a i l , 

i f — 

A. Yes, we do. We have a s e r i e s of cross-sections. 

The A-A' — We a c t u a l l y had two A-A'. 

Q. You're r e f e r e n c i n g E x h i b i t 39 now? 

A. That i s — Well, l e t me see. Let me see t h a t , 

yeah, a l l r i g h t . 

Q. The cover map i s 3 9? 

A. I have one t h a t ' s j u s t — the map — 

Q. 37. 

A. — i s 37. 

Q. — i s 37. 

A. The map i s 37. These are attached. 
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Q. Yeah. 

A. We have three cross-sections i n the Rhodes Pool 

i t s e l f . 

A-A' i s e s s e n t i a l l y a north-south c r o s s - s e c t i o n . 

I t ' s going up through the lower — what we c a l l the lower 

Yates t r e n d . 

B-B' s o r t of p a r a l l e l s the g a s - o i l c o ntact, j u s t 

t o show t h a t , you know, i f you get south of t h a t g a s - o i l 

c o n t a c t , now you'd have g a s - o i l w e l l s i n the pool versus 

gas w e l l s t o the n o r t h . 

And then we have C-C, which i s d i a g o n a l l y — you 

know, running from southeast t o northwest, or northwest t o 

southeast, but b a s i c a l l y i n an east-west d i r e c t i o n , showing 

th e changes, some of the changes t h a t occur as you go 

across the pool from east t o west. 

Q. Do your cross-sections mainly serve t o 

demonstrate t h a t t h i s r e s e r v o i r i s e s s e n t i a l l y uniform f o r 

miles — 

A. Yeah, w e l l , i n the — 

Q. — through t h i s area? 

A. W i t h i n the Rhodes Pool. And then i n a d d i t i o n , we 

also have another — Okay, t h a t would be E x h i b i t 38, 

another A-A', t h a t r e a l l y does t h a t . This one goes f o r 3 5 

m i l e s , showing the same t r e n d . But i t continues on, you 

know, i t doesn't stop a t 2 6 South, 3 7 East. 
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Q. Okay. Why don't we take j u s t one of the cross-

s e c t i o n s , Mr. Hartman, open i t up and j u s t show Examiner 

Stogner what we've been t a l k i n g about as f a r as the 

u n i f o r m i t y of t h i s formation across a wide area? 

A. Well — What do you a l l use f o r a tackboard? 

Q. Here, I ' l l j u s t hold i t . Why don't we j u s t — 

Which one do you have, Mr. Hartman? 

A. That's A-A', stay w i t h i n the Rhodes Pool. 

Q. Okay, w e ' l l be the tackboard. 

A. You can see i t runs from, I t h i n k , Section 2 6 

down t o the southeast and a l l the way up t o Section 34 i n 

25 South, 37 East, i n the Jalmat Pool. But i t shows 

b a s i c a l l y — The predominant development through here i s a 

lower Yates — 

Q. "Here" — When you say "here" — 

A. Okay, t h a t ' s r i g h t , on the t r a n s c r i p t . 

The development, the lower h a l f t o t w o - t h i r d s of 

the Yates s e c t i o n i s the p o r o s i t y s e c t i o n , what we're 

c a l l i n g the lower Yates. And there's a t i g h t s t r e a k t h a t ' s 

common throughout a l l of Lea County, or the p r o d u c t i v e p a r t 

of the t r e n d i n Lea County, r i g h t here, t h a t separates two 

sands o r some sands r i g h t below t h i s t i g h t s t r e a k f r o m some 

sands t h a t l i e above i t . But t h i s i s what we c a l l the 

lower Yates t r e n d . I t ' s the lower h a l f t o the lower two-

t h i r d s . And t h a t ' s the main pay, over on the east side of 
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the t r e n d . 

Q. Okay, i s there any s i g n i f i c a n t d i f f e r e n c e — I 

mean, re c o g n i z i n g t h a t each w e l l may encounter some 

d i f f e r e n t s t r i n g e r s or so, but i s the r e any s i g n i f i c a n t 

d i f f e r e n c e across t h i s cross-section i n the r e s e r v o i r ? 

A. You have the main same producing i n t e r v a l as a 

whole. There may be some s t r i n g e r s t h a t w i l l come and go. 

For example, i f we look a t C-C w e ' l l see, as we go from 

east t o west, we s t a r t g e t t i n g development b u i l d i n g up the 

hole i n the Yates. And then, say, when you get over t o the 

southwest p a r t of 4, you have the top — from the top of 

the Yates down i s the pay. But you're g e t t i n g l e s s 

development i n the lower. 

Q. Okay. And i f I understand you — and I don't 

t h i n k we need t o take the time t o go i n t o i t — as I 

understand i t , i f we went i n t o E x h i b i t 38, t h a t ' s b a s i c a l l y 

a c r o s s - s e c t i o n t h a t would take us a l l the way n o r t h from 

the Eumont, down through the Jalmat, down t o the Rhodes 

Pool? 

A. Right, t h i s cross-section begins from the Rhodes, 

i t goes a l l the way up t o the Eumont Pool, j u s t west of 

Eunice. 

Q. A l l r i g h t . 

A. And i t ' s about 35 miles. 

Q. And what would t h a t demonstrate? 
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A. I t demonstrates you've got a gas r e s e r v o i r t h a t 

s t a r t s i n the Rhodes Pool and continues a l l the way u n t i l 

you drop o f f the p l a t f o r m west of Eunice, a l l one common 

accumulation, i n i t i a l l y . 

MR. GALLEGOS: That completes our d i r e c t 

examination, Mr. Examiner, and we'd move the admission of 

E x h i b i t s 25 through 38. 

EXAMINER STOGNER: Any objection? 

MR. GALLEGOS: I t h i n k 39 was admitted. Well, 

I'm not sure. I ' l l move 39. 

MR. CARR: And we have no o b j e c t i o n . 

MR. GALLEGOS: Pardon? 

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

EXAMINER STOGNER: Okay, E x h i b i t s 25 through 39; 

i s t h a t c o r r e c t , Mr. Gallegos? 

MR. GALLEGOS: I'm so r r y , s i r ? 

EXAMINER STOGNER: 2 5 through 39? 

MR. GALLEGOS: Yes, s i r . 

EXAMINER STOGNER: W i l l be admitted i n t o evidence 

a t t h i s time. 

Thank you, Mr. Gallegos. 

Mr. Carr, your witness. 

MR. CARR: Thank you. 

MR. KELLAHIN: Would you l i k e me t o go next, 

Mr. — 
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EXAMINER STOGNER: Well, I ' l l — 

MR. CARR: I don't care. I have not a very 

lengthy cross, but i f Mr. K e l l a h i n wants t o go ahead — 

MR. KELLAHIN: I may cause something t o occur t o 

Mr. Carr's case t h a t gives him a chance t o go l a s t . 

MR. CARR: That makes me nervous, but I don't 

o b j e c t , Mr. Stogner. 

MR. GALLEGOS: Can we take a recess and decide 

t h i s ? 

EXAMINER STOGNER: Mr. K e l l a h i n , what — 

MR. CARR: I have no o b j e c t i o n t o Mr. K e l l a h i n 

going next, Mr. Stogner. 

EXAMINER STOGNER: Okay, I'm assuming t h a t you're 

i n o p p o s i t i o n t o Gruy's A p p l i c a t i o n — 

MR. KELLAHIN: I t appears t h a t I've — 

EXAMINER STOGNER: — and you're supporting — 

MR. KELLAHIN: — p o s i t i o n e d myself a t t h i s p o i n t 

i n t h a t p o s i t i o n . 

EXAMINER STOGNER: Okay. Then i n t h a t case, 

since there's no o b j e c t i o n , go ahead. 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Hartman, I'm going t o ask you, s i r , t o 

comment on Mr. Lee's methodology, i f you w i l l , and I'm 

going t o share w i t h you some of h i s work product and see i f 
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I can understand how the two of you have come t o some 

s u b s t a n t i a l l y d i f f e r e n t conclusions. 

A. Okay. 

Q. I'm using the Gruy E x h i b i t 13, which we received 

a f t e r lunch, and the bubble map. 

Now, Mr. Hartman, i f I understand Gruy's 

argument, i t goes something l i k e t h i s , t h a t a part from the 

f a c t t h a t they f a i l e d t o get p r i o r approval f o r the two 

increased d e n s i t y w e l l s , they're here today t o get those 

approved, and based upon Mr. Lee's work, i t creates the 

o p p o r t u n i t y t o argue t h a t from t h e i r p o s i t i o n drainage i s 

small and t h e r e f o r e there i s no harm i n having the 

a d d i t i o n a l d e n s i t y . 

Mr. Lee wants t o support t h a t argument by t h i s 

bubble-map concept, which, as I understand i t , i s based 

upon the v o l u m e t r i c c a l c u l a t i o n s , examples of which are 

E x h i b i t 13. And i f y o u ' l l t u r n w i t h me t o the f i r s t page 

of E x h i b i t 13, he has showed us h i s values f o r what I 

c h a r a c t e r i z e as a conventional v o l u m e t r i c c a l c u l a t i o n f o r 

the Rhodes Federal 41 w e l l . 

A. Okay. 

Q. And by t h a t methodology he shows us t h a t despite 

the f a c t t h a t t h a t w e l l i s going t o u l t i m a t e l y recover 6.6 

BCF of gas, i t ' s only going t o a f f e c t 14 3 acres. Therefore 

he says, you know, no harm, no f o u l . 
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When I look a t your methodology, i f I understand 

t h i s c o r r e c t l y , on E x h i b i t 25, you're using the same type 

of v o l u m e t r i c gas r e s e r v o i r c a l c u l a t i o n , and you used one 

of those f a c t o r s , the m f a c t o r ? 

A. Right. 

Q. And by your methodology, then, you can create a 

type curve on E x h i b i t 27 t h a t , based upon which of the m 

f a c t o r values, gives you a very convenient way of 

c a l c u l a t i n g f o r the 41 w e l l , as you've done, t h a t i t has an 

m f a c t o r of almost 17,000. 

A. Okay, i t demonstrated d u r i n g i t s l i f e an m f a c t o r 

of 17,000. That's not t o say t h a t t h a t was the m f a c t o r 

over the e n t i r e l i f e . 

Q. No, I understand t h a t . 

A. Okay, so — Yeah. Later on, i f y o u ' l l n o t i c e our 

— whatever e x h i b i t number i t was t h a t had the Farnsworth 

data i n i t , we had a more recent slope, and t h a t very could 

have been a d i f f e r e n t slope, you know, and a lesser slope, 

because the other slope was derived a t a p e r i o d of time 

when the r e was a l o t fewer w e l l s competing f o r the gas. 

But — And what our focus i s , i s t o show, i f a 

w e l l i s d r i l l e d , i s capable, i f i t has a modern, e f f i c i e n t 

completion, of recovering — or d r a i n i n g 160 acres, which 

i s the a l l o c a t e d drainage area, you know, f o r 160-acre 

spacing, and there's — showing there's need f o r a w e l l , 
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you know, more w e l l s , than what the — i f you have w e l l s 

t h a t can d r a i n what the spacing i s . 

That 1s where our — was the t h r u s t of our — So 

you may have two d i f f e r e n t slopes — 

Q. A l l r i g h t . 

A. — on these curves — 

Q. Pick a slope — 

A. — a t d i f f e r e n t times. 

Q. Pick a slope t h a t you t h i n k i s a p p r o p r i a t e , or 

combination of slopes, by which you'd use your methodology 

t o t e l l me what you f o r e c a s t t o be the u l t i m a t e drainage 

area f o r the Rhodes Federal 41 w e l l . 

A. Well, i f I were s t a r t i n g out from s c r a t c h , 

because t h i s i s how we s o r t of used t o estimate reserves, 

as a — we f e e l l i k e was f a i r l y accurate way of doing i t , 

i s t o take — analyze the — j u s t take — draw a c i r c l e , 

s t a r t a nalyzing the w e l l s around i t and s t a r t f i n d i n g how -

- what i s t y p i c a l or what i s — I always look a t from the 

s t a n d p o i n t , what i s p o s s i b l e , from the various w e l l s t h a t 

surround a p a r t i c u l a r p r o r a t i o n u n i t you're going t o 

develop. 

And t h e n we make sure t h a t when we d r i l l a w e l l 

t h a t we get e f f i c i e n t completion and assume t h a t we're 

probably going t o be p r e t t y close t o the upper end of 

what's p o s s i b l e , i f we do our j o b r i g h t . That's how we go 
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about i t . I t ' s — 

And then knowing the slope, knowing what's a 

p o s s i b l e slope, then you estimate — t h a t ' s the reason we 

p l o t these — what we — We c a l l them Huenigrams. That was 

a f t e r an engineer a t El Paso, employed one time i n a case 

against us. But they're pressure-cum p l o t s , i s what they 

r e a l l y are. 

And knowing what the i n i t i a l pressure should 

a n t i c i p a t e , and then e s t i m a t i n g b r i e f l y what the 

abandonment pressure i s , you take t h a t pressure 

d i f f e r e n t i a l , apply i t against the possible/probable slope, 

and t h a t gives you a good handle on what type of reserves 

you should a n t i c i p a t e . 

Q. Well, and I had assumed t h a t you had done t h a t . 

A. I haven't done i t i n d e t a i l around t h i s 

p a r t i c u l a r w e l l . What I d i d , though, i s analyze t h i s 

p a r t i c u l a r — the 160-acre standpoint from, j u s t t o see 

what the Farnsworth had demonstrated back i n i t s e a r l y 

l i f e . 

For example, i f you go over t o the Shepherd t o 

the west — 

Q. Let me f i n i s h — 

A. Okay. 

Q. — my thought here. On the 41 w e l l — 

A. Okay. 
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Q. — i f I'm using t h i s m f a c t o r slope a n a l y s i s t h a t 

you've advanced — 

A. Uh-huh. 

Q. — and I'm going t o look a t the 41 w e l l , what's 

your o p i n i o n about the drainage area f o r t h a t w e l l ? 

A. My opinio n i s t h a t an e f f i c i e n t l y completed — on 

t h a t p a r t i c u l a r w e l l today may not be the same — i t may — 

probably much — i s a l o t lower slope, because the 

pr o d u c t i o n has dropped away o f f . So t h a t ' s going t o t u r n 

the slope down, make i t a l o t steeper. 

Q. So I cannot use the 17,000 MCF of gas — 

A. Oh, no — 

Q. — f o r — 

A. — t h a t ' s what I'm t r y i n g t o say — 

Q. — the 41 w e l l — 

A. — yeah. 

Q. — on t h i s e x h i b i t , look at t h i s type curve and 

say i t ' s d r a i n i n g 500 acres? 

A. I t ' s d r a i n i n g — today d r a i n i n g t h a t , but a t one 

time i t drained more than t h a t . At one time i n i t s l i f e , 

i t a c t u a l l y drained more than the 500 acres, I b e l i e v e . 

Q. I guess t h a t ' s the question I'm t r y i n g t o ask 

you, Mr. Hartman, i s , the minimum number of acres being 

drained by the 41 w e l l , i n your o p i n i o n , i s s u b s t a n t i a l l y 

more than what Mr. Lee has t o l d us? 
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A. No, I — not — We have t o q u a l i f y the time 

p e r i o d , i s what I'm t r y i n g t o say. But i t ' s d e f i n i t e l y — 

I f i t were a modernly completed w e l l — 

Q. Yes, s i r . 

A. — i t would — yes, i t could d e f i n i t e l y d r a i n 

more than 160. 

Let me f i n d t h a t 27 again, I'm l o o k i n g f o r 27. I 

j u s t want t o check those numbers. 

Here i t i s , I've got i t . 

That was 16,000. I ' l l take i t back, you're 

r i g h t , i t was r i g h t a t 500. 

Q. Am I c o r r e c t l y s t a t i n g your p o s i t i o n , then, i f we 

use t h i s methodology — 

A. You could — This methodology shows you what t h a t 

r e s e r v o i r i s capable of, and t h a t ' s what you have t o look 

a t . And t h a t ' s what dangerous about t h e i r A p p l i c a t i o n . 

For example, l e t ' s say they have a w e l l t h a t ' s 

got good casing, good cement j o b . Somehow i t j u s t d i d n ' t 

get p r o p e r l y completed, you know, somebody d i d a lousy j o b 

t h a t day. 

They go i n , they d r i l l another w e l l . They get a 

modern completion. Then they say, My goodness, look a t 

what we can accomplish here. 

Q. Well, I guess t h a t ' s the — 

A. And then they come back and they s a i d , Well, 
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we're going t o apply the same methodology on completion 

t h a t we d i d on the second w e l l . Now they've got two r e a l 

good ones, and they'd have a competitive advantage a t t h a t 

p o i n t i n time. 

Q. Right, and I t h i n k t h a t w i t h your e x p e r t i s e , I'm 

t r y i n g t o get you t o focus what I t h i n k i s the p i v o t a l 

issue, i s t h a t Mr. Lee has used h i s argument t o advance the 

p r o p o s i t i o n t h a t these w e l l s are a c t u a l l y d r a i n i n g smaller 

areas. Therefore, I can put the 415 i n here w i t h o u t being 

an unnecessary w e l l . 

And I want t o c o n t r a s t t h a t w i t h your p o s i t i o n as 

t o t h i s spacing u n i t where you t e l l me t h a t there's an 

o p p o r t u n i t y f o r s u b s t a n t i a l l y more drainage area than what 

Mr. Lee contends f o r the curve. 

A. I t i s p o s s i b l e , unless they come along and put an 

a d d i t i o n a l w e l l on every t r a c t around you. Then a l l of a 

sudden, you know, the drainage area i s going t o be smaller 

f o r another reason, and t h a t i s , due t o the f a c t we have 

e q u a l l y competing w e l l s . 

Q. What do you t h i n k of h i s argument of using a 

bubble map l i k e t h i s t o help i d e n t i f y areas which would 

support an increased density? 

A. I t ' s j u s t — I t ' s not an approach I use. I 

j u s t — I don't have a r e a l strong o p i n i o n about i t , but I 

don't q u i t e use t h a t approach. 
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Q. I s th e r e a flaw i n t h i s approach t h a t causes you 

not t o use i t ? 

A. I'm not going t o — I can't say, because I have 

not r e a l l y analyzed t h a t approach thoroughly. But, I do 

know t h a t our ana l y s i s t e l l s us t h a t these w e l l s are not 

necessary, t h a t — you know, t h a t — When I say "these 

w e l l s " , I'm t a l k i n g about more than one e f f i c i e n t l y 

completed w e l l per 160. 

Q. When I look a t your d i s p l a y board t h a t ' s before 

Examiner Stogner, i t ' s on the b i g d i s p l a y board — 

A. Uh-huh. 

Q. — I'm looking a t a w e l l d e n s i t y of w e l l s t h a t 

you operate, t h a t are on a higher d e n s i t y than one w e l l per 

160. 

A. Which ones are those? 

Q. W i t h i n the n o r t h h a l f of Section 15 — 

A. Our — 

Q. — are any of — 

A. — excuse me — 

Q. — n o r t h h a l f of 15, any — 

A. No, no — 

Q. — o f t h e s e — 

A. — t h i s i s our — Our acreage i s t h i s 160 here, 

which i t happens t o be the n o r t h h a l f of the south h a l f . 

And the 160 r i g h t below i t i s i n the shape of a square 
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c o n s i s t i n g of the northwest southeast — or excuse me, 

southwest southeast, southeast southwest, northwest 

south- — northwest — or northeast northwest, and 

northwest northeast — 

Q. A l l r i g h t , l e t ' s look a t the south h a l f of 10. 

A. South h a l f of 10. 

Q. South h a l f of 10 has got th r e e gas w e l l s — 

A. South h a l f — 

Q. — i n the red — 

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

Q. Yeah, and those are a l l operated by you? 

A. No. This one i s operated by Gruy. 

Q. Okay. 

A. And these are two d i f f e r e n t p r o r a t i o n u n i t s . 

Q. I understand. 

A. Yeah. 

Q. Apart from being separate p r o r a t i o n u n i t s — 

A. Right. 

Q. — those two w e l l s you operate on your spacing 

u n i t s — 

A. This w e l l i s i n production, t h i s w e l l we have set 

2 0 - i n c h c a s i n g on. We're i n t h e process o f d r i l l i n g t h i s 

w e l l . 

Q. A l l r i g h t . So you don't have examples over i n 

the area of the pool where you operate t h a t have the 
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d e n s i t y examples t h a t are involved i n the cases before 

Examiner Stogner a t t h i s point? 

A. Not ye t , and t h a t ' s what we want t o prevent, as a 

matter of f a c t . We don't want i t t o look l i k e a 

pincushion. 

Q. Well, and t h a t ' s why I'm asking you t o e x p l a i n t o 

me on t h i s d i s p l a y the d i f f e r e n c e s between the Gruy 

pincushion and what appears t o be a s i m i l a r occurrence i n 

the south h a l f of 10. 

A. Well, the south h a l f 10 and the northwest of 15, 

these are o r i g i n a l w e l l s — 

MR. GALLEGOS: Can you say what "these" — 

THE WITNESS: Okay, "these" meaning — Okay, 

t h a t ' s a good p o i n t . U n i t M of Section 10, U n i t B, E and F 

of Section 15, those are w e l l s t h a t were grandfathered i n 

w i t h the order t h a t approved the pool. 

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

EXAMINER STOGNER: I need t o c l e a r up some t h i n g s 

here. What k i n d of grams d i d you use? What was the 

engineer's name w i t h El Paso? 

MR. GALLEGOS: Huenigrams 

THE WITNESS: Huenigrams. Okay Hueni, Greg 

Hueni. He's a c o n s u l t i n g engineer out of Denver. 

EXAMINER STOGNER: Okay. 

THE WITNESS: And they've used him i n various 
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cases, as a c o n s u l t i n g engineer. 

EXAMINER STOGNER: Okay, I ' l l — 

THE WITNESS: And we added the word — 

EXAMINER STOGNER: — c i r c l e t h a t . 

THE WITNESS: — we added the word " gram " a f t e r 

i t , okay? Like a telegram. 

EXAMINER STOGNER: Good. 

Mr. Carr? 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Hartman, i s a Huenigram an i n d u s t r y term, or 

an in-house — 

A. No, t h a t — That's our in-house term, and we t r y 

t o use the word pressure — composite pressure time p l o t s 

or pressure time p l o t s . 

Q. Mr. Hartman, you r e a l i z e here today t h a t Gruy i s 

not seeking here today a change i n the pool r u l e s , you 

understand t h a t ? 

A. We understand they're seeking two s p e c i f i c 

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

Q. The data you have presented here today, i n f a c t , 

would suggest t h a t a change i n the pool r u l e s probably 

would not be appropriate across the Rhodes Gas Pool; i s n ' t 

t h a t a f a i r — 

A. That i s our — 
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Q. — summary? 

A. That i s our p o s i t i o n . We f e e l l i k e t h a t the 

c u r r e n t r u l e s p r o t e c t c o r r e l a t i v e r i g h t s and are capable of 

pr e v e n t i n g waste. 

Q. My question i s t h a t i n the time p e r i o d p r i o r t o 

these modern completion techniques and the e f f i c i e n t w e l l s , 

i n your judgment was 160-acre spacing i n a p p r o p r i a t e i n t h i s 

r e s e r v o i r ? 

A. Well, you had a p e r i o d of time, and I — Well, 

40, approximately a 40-year — 38-year p e r i o d of time, when 

i t r e a l l y was not a gas pool per se; i t was a storage 

p r o j e c t . 

Q. Do you be l i e v e t h a t the pool r u l e s back i n t h a t 

time — Do you b e l i e v e 160-acre spacing r e a l l y wasn't — 

auth o r i z e d a l a r g e r spacing p a t t e r n than was a p p r o p r i a t e 

f o r t he r e s e r v o i r ? 

A. Well, a t the time — At the time i t was i n the 

Rhodes — the time of the Rhodes, was i n our storage 

p r o j e c t . I t was a c t u a l l y p a r t of the Jalmat but not 

su b j e c t t o p r o r a t i o n i n g . I t was being operated as a 

storage p r o j e c t w i t h i n the Jalmat Pool. And the spacing i n 

the Jalmat Pool, recognized or approved spacing, i s 640-

acre spacing. 

And I t h i n k — I can understand how the 

Commission, i n Order R-52 0, got t o t h a t l a r g e of a number. 
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They — At the time R-52 0 was f i r s t approved, they had 

w e l l s t h a t were demonstrating a c a p a b i l i t y of d r a i n i n g 640 

acres. 

Q. I n f a c t , the 64 0-acre spacing, though, t h a t i s 

p r o r a t e d pool of the Jalmat? 

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

Q. And you get a f u l l allowable f a c t o r f o r every 

160 — 

A. That's r i g h t — 

Q. — acres? 

A. — you get fo u r acreage f a c t o r s , f u l l acreage 

f a c t o r s . 

Q. On 640? 

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

Q. And so I — My question, r e a l l y , i s , was i t 

improper t o t r y and a t any time develop t h i s pool on 160 

spacing p r i o r t o the development of these modern — 

A. No, I don't necessarily t h i n k so. 

Q. As you noted, we've got two separate A p p l i c a t i o n s 

t h a t are a c t u a l l y before the D i v i s i o n ; i s n ' t t h a t — 

A. Right. 

Q. The yellow spacing u n i t up i n Section 4 on your 

E x h i b i t 39 and the yellow-shaded 160-acre u n i t s i n 16; i s 

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

A. That i s c o r r e c t . 
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Q. And you're opposing these A p p l i c a t i o n s ? 

A. I am opposing denser spacing f o r the Rhodes pool. 

Q. And you — Ergo, i s i t f a i r t o say you are 

opposing the A p p l i c a t i o n s of Gruy i n these two cases? 

A. We're opposed because we do not want the 

precedent set t h a t — And the reason we're concerned i s the 

number of l o c a t i o n s . We don't f e e l l i k e t h i s i s an 

i s o l a t e d case. I t ' s t h e i r — apparently going t o be t h e i r 

u l t i m a t e p l an t o d r i l l as many w e l l s as they f e e l l i k e they 

can f i n d l o c a t i o n s f o r . 

Q. And you understand t h a t they've s a i d t h a t t h a t 

won't occur u n t i l they have OCD approval? 

A. Well, t h a t ' s the reason we're opposing now, then. 

We f e e l l i k e the evidence needs t o be put on the t a b l e t h a t 

a modern w e l l today can d r a i n 160 acres. 

Q. I b e l i e v e you t e s t i f i e d t h a t more than one w e l l 

i n your — i n the spacing u n i t , i n your o p i n i o n , could 

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

A. I n t h i s pool. 

Q. Now, you're not here suggesting today t h a t e i t h e r 

of the Gruy A p p l i c a t i o n s are going t o v i o l a t e the 

c o r r e l a t i v e r i g h t s o f Doyle Hartman? 

A. Not these p a r t i c u l a r two, immediately. 

Q. You don't own anything i n e i t h e r of the spacing 

u n i t s — 
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A. No. 

Q. — t h a t are a t issue, and, i n f a c t , you don't own 

o i l or gas r i g h t s i n any of the 160 u n i t s surrounding those 

spacing u n i t s — 

A. No. 

Q. — do you? 

Your concern i s the precedent? 

A. The precedent and the going forward w i t h what's 

already been proposed. 

Q. You also t e s t i f i e d t h a t , i n your o p i n i o n , two 

w e l l s on these u n i t s could, i n f a c t , r e s u l t i n waste? 

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

Q. And you presented — I b e l i e v e i t was E x h i b i t 35, 

i n which you showed t h a t , i n f a c t , two w e l l s on a u n i t 

would r e a l l y create a s i t u a t i o n where you had two w e l l s 

competing f o r what the r e s e r v o i r could give up? 

A. I f they're equally — I f they're e q u a l l y 

completed w e l l s , t h a t i s c o r r e c t . 

Q. And when you t a l k about waste, you're not t a l k i n g 

about recovering l e s s ; you're t a l k i n g about economic waste, 

d r i l l i n g more w e l l s t o recover the same amount; i s t h a t 

r i g h t ? 

A. Economic waste, t h a t i s a b s o l u t e l y r i g h t . But 

a c t u a l l y , i n the scheme of t h i n g s , t h a t amounts t o also 

waste, because d o l l a r s t h a t are put i n t o a w a s t e f u l p r o j e c t 
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don't go t o a p r o j e c t t h a t , you know, could a c t u a l l y add 

reserves. 

Q. But when you add two w e l l s — 

A. And we would be — i t would be v i o l a t i n g our 

c o r r e l a t i v e r i g h t s i f we have t o come i n j u s t t o compete 

f o r our f a i r share of the reserves and d r i l l more w e l l s . 

Q. And t h a t would happen i f there were — 

A. And i f we f a i l t o do t h a t , then our c o r r e l a t i v e 

r i g h t s would be v i o l a t e d . 

Q. Because you'd have t o — You wouldn't be denied 

an o p p o r t u n i t y t o produce your reserves, you'd j u s t have t o 

pay more t o do i t ; i s n ' t t h a t r i g h t ? 

A. But w e l l s would be being d r i l l e d t h a t were 

unnecessary t o s t a r t w i t h . 

Q. And t h a t would occur a f t e r a hearing when you had 

n o t i c e and an o p p o r t u n i t y t o i n j e c t ? 

A. I'm not sure — I don't know I ' d t o t a l l y have 

n o t i c e , but — But we have pool r u l e s , and I t h i n k i t ' s 

time f o r t h i s issue t o be heard r i g h t now. 

Q. We had t h a t example i n E x h i b i t 35 where you put 

two w e l l s on the u n i t and considered t h a t w a s t e f u l . Do you 

recover less from t h a t spacing u n i t — 

A. What was t h a t — Oh, you s a i d 35. Go ahead. 

Q. Yes, s i r . Would you recover less w i t h the two 

w e l l s , or j u s t increase your cost? 
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A. Let me see 35. Which one was 35, t o be precise? 

Oh, okay. Go ahead, ask the question again. 

Q. The question I have i s — 

A. I've got i t r i g h t here. 

Q. — are you going t o a c t u a l l y recover less 

reserves from t h i s spacing u n i t , or do you j u s t create a 

c o m p e t i t i v e s i t u a t i o n where you have t o have more w e l l s t o 

recover? 

A. I f you have — Let's say we have two p r o r a t i o n 

u n i t s , and we have one t h a t i s completed w i t h one w e l l 

e f f i c i e n t l y , and then you have the other completed w i t h two 

w e l l s e f f i c i e n t l y , and both — a l l of them — both groups 

of w e l l s i s capable of d r a i n i n g 160, then probably what's 

going t o happen i s , the guy w i t h two wellbores i s probably 

going t o get t w o - t h i r d s of the reserves, and the guy w i t h 

one we l l b o r e i s going t o get o n e - t h i r d of the reserves, 

although the guy w i t h one wellbore has h a l f the acreage. 

Q. And my question, r e a l l y , i s t h i s : On a s i n g l e 

spacing u n i t , when you d r i l l more w e l l s you're not 

rec o v e r i n g less hydrocarbon, you're j u s t running your cost 

up? I s t h a t — That's what I'm t r y i n g t o get a t . 

A. Our p o s i t i o n i s t h a t i f we get i n t o a round of 

d r i l l i n g i n the Rhodes Pool, t h a t — doubling the number of 

w e l l s , then we are running the cost up w i t h o u t 

s u b s t a n t i a l l y — 
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Q. Okay. 

A. — i n c r e a s i n g the reserves. 

Q. I'm j u s t t r y i n g t o understand you between 

p h y s i c a l waste of hydrocarbons and economic waste. You're 

not going t o recover l e s s , you're j u s t going t o — i t ' s 

going t o cost a l o t more t o gather i t ; i s n ' t t h a t what 

you've been saying? 

A. We're saying, yeah, you're not — 

Q. Okay — 

A. — w i t h one w e l l , you're not n e c e s s a r i l y going t o 

— you could — You w i l l recover less on h i s 160 i f he's 

only got one w e l l , but he has the p o t e n t i a l of r e c o v e r i n g 

more i f the o f f s e t operator doesn't d r i l l two w e l l s . 

Q. I n each of — 

A. We should both have an equal chance t o get the 

reserves. 

Q. I n each of the Gruy cases, there are unorthodox 

w e l l l o c a t i o n s being sought, and there were questions on 

cross t h i s morning about, are you t a k i n g a p o s i t i o n on 

those unorthodox l o c a t i o n s as t o the unorthodox nature of 

them? 

A. Obviously, i f these are not t o t a l l y b o t h e r i n g us 

here, then, you know, moving i t a few f e e t doesn't a f f e c t 

us e i t h e r . But i t i s also a f a c t o r — For example, the 

103, i t ' s a t — s t i l l a t an unorthodox l o c a t i o n t h a t 

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 

227 

d i r e c t l y o f f s e t s us. That's one w e l l t h a t they've given us 

n o t i c e t h a t they're going t o d r i l l . 

Q. And they haven't f i l e d an a p p l i c a t i o n , t o your 

knowledge? 

A. Well, not f o r a hearing. They d e f i n i t e l y have 

f i l e d f o r d r i l l i n g . 

Q. When we look a t Rule 104, the spacing r u l e , you 

would agree w i t h me t h a t a t l e a s t a basic assumption f o r 

spacing r e s e r v o i r s i s the area t h a t a w e l l d r i l l e d i n t h a t 

r e s e r v o i r ought t o be able t o drain? 

A. Say t h a t again. I'm so r r y . 

Q. That spacing i s based on drainage, a t l e a s t i n 

theory? 

A. The Commission r u l e s d e f i n e the spacing as being 

the area t h a t one w e l l can e f f i c i e n t l y and economically 

d r a i n . 

Q. And when we look a t Rule 104, t h e r e are several 

component p a r t s t o those spacing requirements: The si z e of 

the u n i t , 160 acres; t h a t ' s one of the component parts? 

A. Okay, what else, then? 

Q. And — But t h a t ' s one, c o r r e c t ? We'll go through 

the e n t i r e — 

A. Okay. 

Q. Another one, you'd agree w i t h me, would be the 

setbacks from the outer boundaries; i s n ' t t h a t f a i r t o say? 
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A. The r u l e s , r i g h t , provide f o r a s p e c i f i e d 

setback, depending on the amount of acreage. 

Q. And they provide f o r a c e r t a i n distance between 

w e l l s , 1320? 

A. That i s r i g h t , i n unprorated pools. 

Q. And they also contain p r o v i s i o n s t h a t provide 

t h a t a 160-acre spacing should be s u b s t a n t i a l l y i n the form 

of a square; i s n ' t t h a t r i g h t ? 

A. That i s r i g h t . 

Q. And t h a t i t also should be a quarter s e c t i o n of a 

governmental — U.S. government subdivision? 

A. That's r i g h t . That's the reason we, on our — we 

have a — 160 i n the form of a square. But we're f o l l o w i n g 

a nonstandard p r o r a t i o n u n i t a p p l i c a t i o n , we're — we don't 

s i t w i t h i n the governmental quarter s e c t i o n . 

Q. I n f a c t , both of the spacing u n i t s you operate i n 

t h i s pool are nonstandard u n i t s ? 

A. Yeah, and Gruy — Gruy's predecessor determined 

the shape of those. 

Q. But the f a c t i s , when we have r u l e s t h a t set a 

spacing p a t t e r n , when other r e s e r v o i r or ownership f a c t o r s 

come t o bear, you can get an exception t o t h a t r u l e ; i s n ' t 

t h a t r i g h t ? 

A. There — yeah, there are appropriate — 

Q. That's what you've had t o do here, or your 
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predecessor had t o do here, t o get these u n i t s ; i s n ' t t h a t 

r i g h t ? 

A. These — Well, f o r example, i f you want t o t a l k 

about these — our Bates lease, El Paso Na t u r a l selected 

the shapes of the p r o r a t i o n u n i t s surrounding the Bates 4. 

Consequently, t h a t determined the shape and the s i z e and 

the p o s i t i o n i n g of the Bates 4 p r o r a t i o n u n i t . 

And t h a t ' s an appropriate a p p l i c a t i o n , e s p e c i a l l y 

being t h a t people would — the only people t h a t would be 

opposing are the guys who created, you know, the shape t o 

s t a r t w i t h . 

Q. But there are f a c t o r s t h a t j u s t i f y exceptions t o 

the r u l e s ; do you agree w i t h me on t h a t ? 

A. That's r i g h t , but I don't — what we're here — 

Our o p p o s i t i o n today i s t h a t we don't t h i n k i t ' s j u s t i f i e d 

throughout the Rhodes Pool, intense i n f i l l d r i l l i n g . 

Q. And t h a t ' s not being sought here today; you 

understand t h a t ? 

A. Well, I t h i n k — I t h i n k i t ' s the beginning of 

i t . 

Q. You s t a t e d several times, I t h i n k , t h a t an 

e f f i c i e n t l y completed w e l l today should d r a i n 160 acres. 

A. I t h i n k i t can i n these p a r t i c u l a r r e s e r v o i r s . 

Q. Recently you have d r i l l e d your Bates 3 w e l l i n 

U n i t K of Section 10 i n the — 
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A. That's r i g h t . 

Q. — spacing u n i t ? 

I assume t h a t ' s e f f i c i e n t l y completed. 

A. Not t o t a l l y y e t . We could improve on i t . But 

i t ' s making an adequate amount. 

Q. I t i s on a 40-acre o f f s e t from the Bates Number 

1? 

A. That's r i g h t . 

Q. Did you — What have you done w i t h the Bates 

Number 1? 

A. The Bates 1, the h i s t o r y behind i t , i t was — I 

t h i n k Meridian i n h e r i t e d or had become the operator f o r El 

Paso by t h a t time, but around 1987 — the w e l l was a c t u a l l y 

making — i n 1987 i t was making about — capable of making 

about 400 MCF a day. 

But I b e l i e v e they had a casing leak, and they 

e l e c t e d not t o f i x the casing leak but t o plug the w e l l . 

And t h a t was what was h o l d i n g the lease. 

Q. How much was a c t u a l l y produced from the Bates 1? 

Do you know the cumulative-production f i g u r e ? 

A. The cumulative-production f i g u r e t h a t ' s r e p o r t e d 

i s 14 b i l l i o n , but I question whether t h a t ' s a l l n a t i v e 

gas. And the reason I question t h a t i s , we can go back and 

look a t , say the Rhodes A l . I f you look a t the P/Z curve 

f o r the Rhodes A l , i t should have had an u l t i m a t e of around 
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16 b i l l i o n , but i t ' s got a cum of 26 b i l l i o n . 

But we had a — you know, a 4 0-year p e r i o d i n 

the r e t h a t we had a p r o j e c t . So we had some cycled gas 

t h a t ' s k i n d of i n those numbers. 

I b e l i e v e i t ' s the same t h i n g t h a t ' s happened on 

the Bates 1, the Cagle, a l o t of those w e l l s . 

Q. When we look a t t h i s area w i t h i n which you're 

o p e r a t i n g , your Bates Number 3 o f f s e t s the Bates Number 1. 

I t produced some volume. I t ' s reported a t 14.3, maybe and 

maybe not. The Bates 1 d i d not e f f e c t i v e l y d r a i n t h a t 4 0 

acres immediately o f f s e t t i n g , i s n ' t t h a t f a i r t o say? 

A. No, i t d i d n ' t . And also, I need t o t e l l you 

something about t h a t Bates 1. I mean, Bates 3 — The Bates 

1 you're t a l k i n g about and the — versus the 3? 

Q. Yes. 

A. Well, f i r s t t h i n g i s , we have some a d d i t i o n a l pay 

t h a t ' s not open i n the r e s t of those w e l l s . 

Q. I n the Bates 3? 

A. Right. 

Q. And so you're — are you — do you know how much 

of the reserves are coming from the new pay as opposed t o 

the o l d pay? 

A. E s s e n t i a l l y a l l of them r i g h t now, because we 

have not even come up the hole because of the pressure 

d i f f e r e n t i a l . 

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. Do you in t e n d t o open the Bates 3 i n the same 

zone t h a t was open i n the Bates 1? 

A. We d e f i n i t e l y intend t o open the Bates 4 i n t h a t . 

That's one of the reasons. 

Q. And the Bates 4 i s the w e l l due south of — 

A. Yes. And then probably, you know, e v e n t u a l l y 

move back, i f — depending on how the Bates 3 holds up. I f 

i t f a l l s o f f very f a s t , then we w i l l recomplete i t t o the 

main pay, which i s the Yates. 

Q. A number of these w e l l s were grandfathered i n — 

A. Number of w e l l s — 

Q. — i n the prorated — i n the storage — 

A. Yes — 

Q. — p a r t of the u n i t ? 

A. — you're r i g h t . 

Q. But i f I look a t the area w i t h i n which you 

operate, we have a gas w e l l i n the pool c u r r e n t l y being 

produced by Gruy due no r t h on the 4 0 acres, due n o r t h of 

the — 

A. Uh-huh. 

Q. — Bates 1. You have j u s t d r i l l e d t o the 40 

acres due east of the Bates 1, correc t ? 

A. Right. 

Q. There i s a producing gas w e l l operated by Gruy 

due south — 
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A. Let me see. 

Q. — of the Bates 1? 

A. Yeah, i t probably i s producing. I t h i n k maybe 

i t ' s t h e one j u s t south t h a t i s not. 

Q. And Mr. K e l l a h i n pointed out three w e l l s due 

south of t h a t on 40-acre t r a c t s , south of the Bates 1. 

A. Wells t h a t were e x i s t i n g p r i o r t o the pool being 

produced. 

Q. And a l l of those produced from the gas r e s e r v o i r ? 

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

Q. And when we — And so i n e f f e c t , although i t ' s 

developed on 160-acre spacing r u l e s , you do have w e l l s t h a t 

have been d r i l l e d t o t h i s r e s e r v o i r on e f f e c t i v e l y a 4 0-

acre spacing p a t t e r n ; i s n ' t t h a t r i g h t ? 

A. I t was a storage p r o j e c t t h a t was being operated 

on 40-acre spacing, not n e c e s s a r i l y producing w e l l s . I t 

was being operated as a storage p r o j e c t . I can't t e l l you, 

you know, what a l l t h e i r t h i n k i n g was, but I'm sure they — 

p a r t of the idea was, they wanted t o put gas i n p a r t of the 

year and withdraw i t other p a r t s of the year. And t h a t was 

the — you know, the spacing p a t t e r n they chose. 

But t h a t ' s also what was i n h e r i t e d when i t went 

t o a gas pool. 

Q. When you complete the Bates 3, f i n i s h completing 

i t — 
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A. Uh-huh. 

Q. — you a n t i c i p a t e i t w i l l d r a i n 160 acres, or 

whatever acreage i s a v a i l a b l e t o i t ; i s n ' t t h a t r i g h t ? 

A. We — I t ' s our plans t o make i t where i t w i l l get 

i t s share, which i s 160. 

Q. And then due south on the yellow spacing u n i t , on 

E x h i b i t 39, here now, i s t h i s the Bates o i l w e l l t h a t 

you're now d r i l l i n g ? 

A. That's r i g h t . 

Q. And t h a t i s i n U n i t N of 10, Section 10? 

A. That's i n N of 10, t h a t ' s c o r r e c t . 

Q. O r i g i n a l l y , you proposed t o d r i l l t h a t w e l l i n B 

of 15; i s n ' t t h a t correct? 

A. That i s r i g h t . 

Q. And you have moved i t t o the 40-acre spacing u n i t 

o f f s e t t i n g your Bates Number 3? 

A. Right. 

Q. Doesn't t h a t , i n f a c t , create a s i t u a t i o n where 

you're competing — c r e a t i n g competition between the w e l l s 

t h a t wouldn't e x i s t at the — 

A. There's probably — 

Q. — o r i g i n a l l o c a t i o n ? 

A. — a l i t t l e b i t more competition t h e r e . But 

again, we know t h a t a w e l l can d r a i n a l a r g e area. So 

maybe e x a c t l y where you have i t on t h a t 160 i s not t h a t 
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important, because you're going t o be able t o d r a i n the 160 

anyway. 

What determines the amended l o c a t i o n was, we also 

have geology f o r the lower Seven Rivers and Queen t h a t we 

were i n t e r e s t e d i n , and we f e e l l i k e t h a t was a more 

advantageous l o c a t i o n as f a r as s t r u c t u r e was r e l a t e d . 

And also f o l l o w i n g — because there's a nose i n 

t h e r e anyway, probably — p i c k a probably b e t t e r sand 

development, even the Yates, he could have been close t o 

the sand development, you know, h i g h - q u a l i t y sands going 

across the nose, versus f a l l i n g o f f the nose a l i t t l e b i t . 

I t ' s our i n t e r p r e t a t i o n t h a t there's a s t r u c t u r a l 

nose t h a t s t i c k s out t o the west, and t h a t ' s — as w e l l as 

p e r m e a b i l i t y pinchouts i n a north-south d i r e c t i o n , 

approximately along the s e c t i o n l i n e between Sections 10 

and 11, 14 and 15, and we found some gas and some o i l i n 

the zones down here, and t h a t ' s why we wanted t o make sure 

t h a t we were d r i l l i n g i t o f f of a s t r u c t u r a l p o s i t i o n . 

Q. E x h i b i t 35 was a 160-acre t r a c t w i t h one w e l l on 

i t . And then you put a second w e l l on, which e f f e c t i v e l y 

r e s u l t e d i n 80 acres. 

A. What was t h a t again, now? Say t h a t — 

Q. E x h i b i t Number 35 showed a 160-acre t r a c t w i t h 

one w e l l on i t — 

A. Okay. 
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Q. — and then when you place the second w e l l i n 

t h a t 160, you said you were e s s e n t i a l l y reducing i t t o an 

e f f e c t i v e 80-acre spacing p a t t e r n ; i s n ' t t h a t r i g h t ? 

A. I f you have — Right, i f you have w e l l s t h a t can 

d r a i n 160, you go i n and d r a i n — d r i l l an a d d i t i o n a l 

w e l l — and assuming — and assuming t h a t the other w e l l s 

around you are also competitive, then what you're doing i s , 

you're reducing the spacing, e s s e n t i a l l y , c u t t i n g i t i n 

h a l f . 

Q. And when you take your Bates Number 4 and put i t 

on e s s e n t i a l l y an 80-acre u n i t below your Bates Number 3, 

haven't you done j u s t t h a t , created c o m p e t i t i o n and thereby 

the waste you were t a l k i n g about — 

A. I don't t h i n k t h a t — No, as long as we d r a i n 

160, I could r e a l l y care where the gas tank comes from. 

You know, we're not — we're not t r y i n g t o t e l l you t h a t 

the gas t h a t t h i s w e l l w i l l produce w i l l only come from 

t h e r e . 

I don't t h i n k anybody i n t h i s room i s q u a l i f i e d 

t o say where i t comes from. That's p a r t of what 

c o r r e l a t i v e r i g h t s i s about, you know. And you p r o t e c t 

c o r r e l a t i v e r i g h t s by — j u s t as long as there's counter-

drainage, t o o f f s e t drainage on the t r a c t . 

And what we want t o make sure i s t h a t we get our 

f a i r o p p o r t u n i t y w i t h o u t wasting money. 
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Q. Okay. And n e i t h e r of the Gruy A p p l i c a t i o n s w i l l 

deny you the o p p o r t u n i t y t o do what you need t o do w i t h 

your acreage? 

A. You could argue today t h a t those p a r t i c u l a r Gruy 

a p p l i c a t i o n s would not immediately deny me an o p p o r t u n i t y . 

However, Gruy might be tempted t o come back and say, Now 

the precedent i s s e t , now, you know, we should be able t o 

do t h i s or t h a t . And we do agree — disagree t h a t intense 

i n f i l l d r i l l i n g i s necessary. We don't t h i n k i t i s . We 

j u s t t h i n k they need t o take care of t h e i r business on the 

c u r r e n t w e l l s they have or t h e i r c u r r e n t leases w i t h i n the 

r u l e s . 

MR. CARR: Thank you, Mr. Hartman. 

MR. GALLEGOS: No r e d i r e c t . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Hartman, you have mentioned several times 

about the modern era or the modern times i n t h i s p a r t i c u l a r 

p o o l , and they s t a r t e d when? About what year? 

A. I would say, you know, e s p e c i a l l y — Probably, 

I ' d say mid-Seventies, a t l e a s t , probably — maybe e a r l i e r 

than t h a t . 

But what I'm r e f e r r i n g t o — one of the t h i n g s 

t h a t — the reason I use t h a t c u t o f f when you ask t h a t 

q u e s t i o n , the OCD issued an order or r u l e — you had a r u l e 
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t h a t r e q u i r e s , you know, c e r t a i n cementing p r a c t i c e s i n 

southeast New Mexico. I t was because of water f l o w s , but 

i t t u r n e d out t o have some very b e n e f i c i a l e f f e c t s . 

You have some p r e t t y decently d r i l l e d w e l l s , 

w e l l b o r e s , from t h a t p o i n t on, because a l o t of cement was 

used t o cement the w e l l s , so t h a t — cement j o b , so 

t h e r e f o r e , you know, you don't have t o worry about 

channeling, t h i n g s l i k e t h a t . 

So I t h i n k — I d e f i n i t e l y would put 1975 

forward, or 1976, when I t h i n k those r u l i n g s came out. You 

have the o p p o r t u n i t y t o get a good cement j o b as w e l l as, 

you know, f r a c jobs. They continue t o progress w i t h time. 

And those are two b i g , important f a c t o r s . I t ' s j u s t making 

sure you're w e l l communicated t o your pay zone i n your 

we l l b o r e . 

And I want t o say, you know, the — what we c a l l , 

I guess, the o l d w e l l s , i n those day — i n t h e i r day, they 

were e f f i c i e n t w e l l s . There was not a problem the way they 

were — those were the — That was what was a v a i l a b l e i n 

1935. 

But I would f i n d i t very d i f f i c u l t , you know, I 

— you might — i t might be d i f f i c u l t t o make a good w e l l 

out of a w e l l t h a t was an open-hole completion, you know, 

i n the T h i r t i e s , today. 

Q. I keep t r y i n g t o f i g u r e out how we got t o where 
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we're a t today, and I be l i e v e your E x h i b i t Number 1, which 

was our Order Number R-6891, t h a t we took a d m i n i s t r a t i v e 

n o t i c e o f , t h a t ' s e s s e n t i a l l y what created the Rhodes-Yates 

Pool; i s t h a t correct? 

A. What i s known as the Rhodes-Yates Pool today. 

P r i o r t o t h a t , you — Rhodes-Yates Gas Pool and the Rhodes-

Yates O i l Pool, you have both. P r i o r t o t h a t you had the 

Rhodes Pool, you also had some other surrounding pools t h a t 

were — you know, l i k e the Scarborough and Jalmat t o the 

n o r t h . You had several overlapping pools coming together 

i n t h a t v i c i n i t y . 

But e s s e n t i a l l y the Jalmat Pool boundaries 

extended a l l the way down t o the s t a t e l i n e , w i t h the 

Rhodes Pool, o i l pool, covering the same area, but not 

n e c e s s a r i l y the — you know, the same pay. 

Q. I thought I heard you say e a r l i e r t h a t the Jalmat 

and the Rhodes were e s s e n t i a l l y the same — 

A. From a r e s e r v o i r standpoint, producing zones,they 

are. But you — You know, as you drop f u r t h e r south, you 

drop i n t o t he o i l column. And so the Rhodes — what was — 

The Rhodes O i l Pool was o r i g i n a l l y a gas poo l , being an o i l 

pool on the south end, and w i t h , you know, gas — above the 

g a s - o i l contact. 

El Paso produced the gas p o r t i o n as a gas pool, 

and then as a storage p r o j e c t Texaco has produced mainly — 
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has been the predominant producer of the o i l t o the south. 

Q. Okay, what was going on w i t h the gas up i n the 

gas p o r t i o n ? How come the Jalmat wasn't extended or kept 

down — 

A. I t was the Jalmat. This was p a r t — I n 1982, 

when the — El Paso came i n , the Rhodes o f f i c i a l l y was p a r t 

of the Jalmat but being operated as a storage u n i t and 

being exempted from p r o r a t i o n i n g i n the Jalmat. 

Q. Okay. So t h e r e f o r e i t was created as the Rhodes-

Yates, which was not prorated? 

A. Right, t h a t — El Paso — t h e i r a p p l i c a t i o n was 

t o do i t t h a t way. I can only presume t h a t — Well, the 

t r a n s c r i p t i n d i c a t e s t h a t they wanted t o be able t o get 

t h e i r gas out i n a t i m e l y manner. 

Q. Okay, t h a t ' s what I was k i n d of g e t t i n g a t . What 

was going on a t the time i n t h i s area? We e v i d e n t l y got a 

c o r r e l a t i v e - r i g h t s s i t u a t i o n now. Did t h a t same 

c o r r e l a t i v e - r i g h t s s i t u a t i o n occur then? 

A. Well, what — one of the -- I've given thought t o 

t h a t . And you remember i t was a storage p r o j e c t , and the 

testimony i n the hearing i n 1982 was, they were back t o 

zero net i n j e c t i o n as of January of 1982. 

By t h i s p o i n t i n time, the Jalmat pressures 

f u r t h e r n o r t h outside of the Rhodes area were already below 

what the pressures were i n the Rhodes a t the time the 
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Rhodes gas pool was created. 

So El Paso made a p p l i c a t i o n , I presume, t o — 

maybe t o be able t o catch up or — but t o get — 

d e f i n i t e l y , the t r a n s c r i p t says t o get t h e i r gas out, you 

know, i n a t i m e l y manner. So t h a t ' s the reason they made 

the a p p l i c a t i o n as a nonprorated versus a p r o r a t e d p o o l . 

Q. But d i d n ' t E l Paso own a l l t h a t acreage w i t h i n 

t h a t pool? 

A. Yes, e s s e n t i a l l y they d i d . 

Q. Okay, so t h a t was e s s e n t i a l l y — took care of the 

c o r r e l a t i v e - r i g h t s problem, because they owned everything? 

A. Yeah, and we have no problem w i t h i t today. I t 

works. I t ' s worked — i t can work as — i t works as a 

nonprorated pool and has been produced i n t h a t manner since 

1982. 

I t can — when I say "works", I mean the r u l e s 

are capable o f working 

Q. Okay, we have s i t u a t i o n s out there where 

nonstandard p r o r a t i o n u n i t s would have t o be formed. 

Section 8, f o r instance — w e l l , i t ' s o f f of t h a t map — 

where the pool boundaries — I be l i e v e you have i t depicted 

on h e r e , E x h i b i t Number 37, where you have t h e o i l p o o l 

k i n d of coming up and making an L shape. I t would be 

necessary t o form one 12 0-acre nonstandard p r o r a t i o n u n i t 

and one 40-acre nonstandard p r o r a t i o n u n i t . Right t h e r e , 
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t h a t c r i e s out c o r r e l a t i v e r i g h t s . And also, there's not 

an easy s o l u t i o n — 

A. Okay. 

Q. — w i t h today's r u l e s and r e g u l a t i o n s as they 

are. 

MR. CONDON: I t ' s i n your packet. 

THE WITNESS: No, i t ' s not i n here. Excuse me. 

EXAMINER STOGNER: I'm sorr y . 

THE WITNESS: Oh, okay, you're on the same one, I 

thought we were on the p r o r a t i o n map. Go ahead. 

Q. (By Examiner Stogner) Okay. I was j u s t — I'm — 

Okay, I'm r e f e r r i n g t o the o u t l i n e of the Rhodes-Yates Gas 

Pool. 

A. Right. 

Q. Okay. I n Section 8, under the present r u l e s and 

r e g u l a t i o n s , f o r the south h a l f t o be produced, one i s 

going t o have t o formulate a 12 0- and a 40-acre nonstandard 

p r o r a t i o n u n i t f o r the south h a l f of Section 8 t o be 

completed w i t h i n t h i s — w i t h i n a gas pool. 

A. I t looks l i k e — I n Section 8 t h e r e , t h a t i s a 

160. I t ' s undedicated; i s t h a t c o r r e c t or not? Over i n 

the southwestern p a r t . 

Q. That would r e q u i r e a hearing — 

A. Yeah, r i g h t ? 

Q. — because you're not i n the form of a square — 
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A. Right. 

Q. — and under our r u l e s and r e g u l a t i o n s , they 

could come under and get 12 0-acre spacing a d m i n i s t r a t i v e l y , 

w i t h o u t coming i n the hearing, because there's t h r e e 40-

acre t r a c t s w i t h i n t h a t quarter s e c t i o n t h a t could be 

formed i n t o a nonstandard p r o r a t i o n u n i t . 

But yeah, I see what you're saying. But t h a t 

would — That would necessitate a hearing f o r t h a t 

160-acre — 

A. Yeah, f o r a nonstandard. And t h a t ' s reasonable, 

because t h a t ' s what's l e f t . 

Q. Right. 

A. You know, i t ' s — They have the adequate amount 

of acreage, and the shape and the p o s i t i o n i n g i s d i c t a t e d 

by what's already happened around i t . We're not opposed t o 

t h i n g s l i k e t h a t a t a l l . 

Q. I t ' s j u s t not easy o b t a i n i n g t h a t under the 

present r u l e s . 

I n the Jalmat, one's able t o do t h a t f a i r l y 

e a s i l y . I t i s prorated, but yet there's d i f f e r e n t r u l e s 

and r e g u l a t i o n s t h a t apply i n t h e r e , t h a t would a l l o w an 

a d m i n i s t r a t i v e order t o be w r i t t e n . 

Then I guess what I'm coming up t o and leading up 

t o , i n Section 4, I thought I heard you say t h a t you had no 

problem w i t h the Number 41 w e l l s t i l l producing i n 
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concurrence w i t h one of the other new w e l l s , but not the 

two new w e l l s producing a t the same time. 

A. Right. And the reason I'm able t o say t h a t , 

probably, i s t h a t 41 i s an open-hole completion w i t h a low 

p r o b a b i l i t y of ever being made more — you know, turned 

i n t o much more than i t already i s . 

But when you come i n and you get two b a s i c a l l y 

brand-new modern completions, you know, w i t h i n a p e r i o d of 

a few months, obviously, i f we were being o f f s e t t h e r e and 

the other operators were on — a person had one w e l l on the 

160, the guy w i t h two i s going t o have a c o m p e t i t i v e 

advantage i n t h a t s i t u a t i o n . And — 

Q. Two new completions? 

A. Yeah, w i t h two new completions, t h a t ' s r i g h t . 

Two new modern completions. And they — both of t h e i r s 

have been f r a c ' d and used modern techniques. 

I t ' s j u s t not t h a t easy t o accomplish t h a t w i t h 

an open hole, plus the f a c t , you know, you have no r a t h o l e 

t o deal — you know, work i n . You have f i l l t h a t can f a l l 

i n and cover p a r t of your pay i n an o l d w e l l and so f o r t h . 

So there's some r e a l c o n s t r a i n t s t h a t an operator 

has w i t h some of these o l d open-hole completions. 

Q. Let's take a look at the s i t u a t i o n i n which 

they're asking f o r i n the southwest quarter of Section 4, 

and l e t ' s j u s t say, f o r instance, t h a t these t h r e e w e l l s 
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are allowed t o produce. And t h i s being f e d e r a l acreage, 

what would the BLM demand t o the o f f s e t s , f o r o f f s e t 

drainage demands? Would t h a t be taken i n t o account? 

E s s e n t i a l l y going t o e f f e c t i v e 40-acre spacing. 

A. I t could p o s s i b l y lead t o t h a t . You know, 

problems of meeting the o f f s e t s . And t h a t ' s another 

e x c e l l e n t reason, i f a person i s s i t t i n g t h e r e h o l d i n g 

f e d e r a l acreage, t o have t o , you know, meet what's 

happening i n the o f f s e t , e s p e c i a l l y i f i t ' s not necessary 

t o do t h a t . 

Our p o s i t i o n i s , we happen t o be on fee, but I'm 

sure t h a t our r o y a l t y owners would, you know, demand the 

same t h i n g of us too. 

Q. Possibly the o b l i g a t i o n t o , a t least? 

A. Yeah, i t increases the p o t e n t i a l o b l i g a t i o n t o 

d r i l l . 

EXAMINER STOGNER: I t h i n k we're i n t o a s i t u a t i o n 

where we're p l a y i n g w i t h a l o t of "what i f s " a t t h i s p o i n t , 

but I have no other questions. 

Are t h e r e any other questions of Mr. Hartman a t 

t h i s time? 

MR. GALLEGOS: No, Mr. Examiner. 

MR. CARR: (Shakes head) 

EXAMINER STOGNER: You may be excused. 

I s t h e r e any need t o c a l l any other witnesses? 
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MR. CARR: No, Mr. Stogner, t h e r e i s not. 

I have a very b r i e f c l o s i n g . 

EXAMINER STOGNER: Okay. Mr. K e l l a h i n , I ' l l l e t 

you go f i r s t w i t h the c l o s i n g . 

Oh, before we get s t a r t e d on t h i s , I had on my 

desk on Monday the 31st, and I d i d n ' t get back t i l l 

Wednesday — t h i s was a l e t t e r t o me from the State Land 

O f f i c e , and I n o t i c e i t was not cc'd t o you, Mr. Carr, 

d i s c u s s i n g communitization agreements. And i n f a c t , the 

Commissioner wanted t o go on the record f o r m a l l y o b j e c t i n g 

t o t h i s p a r t i c u l a r matter pending the communitization of 

the acreage i n Section 16. At l e a s t I'm assuming t h a t t h i s 

i s r e f e r r i n g t o Case — Yeah, i t a c t u a l l y i s , 12,017. And 

I can provide you a copy of t h a t l e t t e r a t t h i s time. 

MR. CARR: We would appreciate t h a t . 

EXAMINER STOGNER: Mr. Kellahin? 

MR. KELLAHIN: Thank you, Mr. Stogner. 

Mr. Stogner, Gruy created t h i s problem f o r 

themselves. They've admitted t o you i n testimony today 

t h a t they were assuming the r i s k of what they were doing, 

and y e t they now come before you and they want you t o b a i l 

them out of the problem t h a t they made f o r themselves. 

They suggest t o us t h a t t h i s i s not t o be a po o l -

r u l e change, and by doing so we're a l l supposed t o r e l a x . 

Just grant me my l i t t l e exception i n the southwest of 4 and 
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- -

my l i t t l e exception i n the northwest of 16, and t h i s 

nonproblem simply disappears. 

But you and I have been doing t h i s long enough t o 

know t h a t once you grant an exception, then the exception 

becomes the r u l e . And we have a competitive domino e f f e c t 

i n t h i s p ool. 

And you and I now know t h a t f o r the l a s t t e n 

years we've been t e l l i n g operators something t h a t ' s not 

going t o happen anymore. 

Since 1988 I have been t e l l i n g operators, as you 

have been t e l l i n g operators, t h a t i n nonprorated gas pools 

you can have a s i n g l e gas w e l l per spacing u n i t . 

We went so f a r as t o put i t i n the r u l e book back 

i n 199 6 so people l i k e Gruy, i f they don't know about the 

memos and can f i n d one of the yellow books and can read 

104.D, can f i n d t h a t paragraph t o a l e r t them t o the f a c t 

t h a t you have a s i n g l e gas w e l l i n a nonprorated gas pool. 

And i t i s t o preclude e x a c t l y what they're doing, t o cause 

co m p e t i t i o n i n the d r i l l i n g of p o t e n t i a l l y unnecessary 

w e l l s . 

We have two s o l u t i o n s i n the r u l e book. I f you 

want t o increase the density i n a nonprorated gas pool , 

then you can p e t i t i o n t o have i t p r o r a t e d , and t h a t creates 

a wonderful o p p o r t u n i t y and a v e h i c l e t o increase the 

de n s i t y of your w e l l s . C o r r e l a t i v e r i g h t s are p r o t e c t e d , 
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you have a gas allowable f o r the GPU, and they can d r i l l 

t h e i r w e l l s . And us as o f f s e t operators w i l l be comforted 

by the f a c t t h a t we know, regardless of the w e l l depths, 

t h a t we w i l l have the r i g h t and o p p o r t u n i t y t o produce an 

equal amount of gas. 

The other o p t i o n t h a t we have t o l d operators, 

both you and I , f o r the l a s t decade, i s t h a t i n a 

nonprorated gas pool i f you want more than a s i n g l e w e l l 

then you abide by the 1988 and the 1990 memos. And i f you 

read them, i t t a l k s i n very strong language about coming 

f o r t h w i t h compelling evidence t h a t the new w e l l i s 

necessary i n order t o p r o t e c t y o u r s e l f from o f f s e t 

drainage. 

And what does Gruy do? Do they a f f o r d themselves 

the o p p o r t u n i t y t o advance t h a t argument f o r you today? 

C e r t a i n l y not. They bypass t h a t e n t i r e set of memorandum 

and procedures and cases we've done f o l l o w i n g those 

procedures, and they simply say, Grant us an exception. 

We're not going t o worry about presenting you t h a t s p e c i a l 

case t h a t shows they need an exception. 

So i f you grant t h i s case today, then i t w i l l be 

a f l o o d g a t e of cases where anytime I can get an operator t o 

gi v e me a vo l u m e t r i c c a l c u l a t i o n and a bubble map, we're 

going t o be i n here asking what Gruy i s asking you t o do. 

And where i s t h e i r compelling evidence t h a t t e l l s 
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you t h a t i t i s ab s o l u t e l y e s s e n t i a l t h a t they produce these 

w e l l s concurrently? Not a word was spoken on t h a t t o p i c . 

Nothing was presented. There i s no evidence before you t o 

show t h a t there's any compelling reason why you should 

g r a n t them forgiveness f o r the mistake t h a t they've 

created. There's nothing t o show t h a t they can't produce 

these c o n s e c u t i v e l y and abide by the pool r u l e s . The f a c t 

t h a t they have chosen not t o a v a i l themselves of the 

o p p o r t u n i t y t o read and understand the r u l e s i s no excuse 

f o r you t o grant them the exemption. 

We would ask t h a t you deny t h e i r request. 

EXAMINER STOGNER: Mr. K e l l a h i n . 

Mr. Gallegos? 

MR. GALLEGOS: Mr. Examiner, I want t o cover 

t h r e e areas: 

One, the i n t e r e s t — and most ap p r o p r i a t e 

i n t e r e s t — of Doyle Hartman i n t h i s matter. 

Number two, the law and the r u l e s t h a t apply and 

should enforced. 

And number thr e e , what we might c a l l a b r i e f look 

a t the evidence on the t e c h n i c a l issue of app r o p r i a t e 

spacing f o r drainage i n t h i s pool. 

F i r s t of a l l , the i m p l i c a t i o n has been made i n 

cross-examination t h a t some way or other the Hartman 

i n t e r e s t i s not r e a l l y v i t a l l y a f f e c t e d , and i t may be t h a t 
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he's an i n t e r l o p e r , when i n f a c t Hartman i s se r v i n g the 

o r d e r l y development of t h i s pool. 

And one only has t o look a t E x h i b i t 15, E x h i b i t 

18 and E x h i b i t 20 t o know c l e a r l y t h a t a t the same time i n 

A p r i l of t h i s year t h a t Gruy was s e t t i n g out t o rework the 

43, d r i l l an o i l w e l l t h a t turned out t o be gas w e l l , the 

415, and t o do the 5, i t had already made a p p l i c a t i o n t o 

d r i l l what i t c a l l e d the 103 and the 159 w e l l s , r i g h t next, 

o f f s e t t i n g Hartman's base lease, where there was already a 

producing w e l l . 

And E x h i b i t 15 i s the d r i l l i n g agreement which we 

learned — This i s t h i s m u l t i - w e l l package, 13 w e l l s , s i x 

of them already permitted, not yet d r i l l e d . And the only 

reason t h a t those w e l l s weren't d r i l l e d -- There's no other 

conclusion t o be made. The only reason those w e l l s weren't 

d r i l l e d o f f s e t t i n g and s t a r t i n g t o d r a i n the Hartman 

acreage was because he saw what was happening, he wrote 

l e t t e r s , he c a l l e d t o t h e i r a t t e n t i o n t h e i r t r a m p l i n g of 

the r u l e s , and they stopped d r i l l i n g those w e l l s , and they 

came i n here w i t h a p p l i c a t i o n s . They probably would not 

have even f i l e d these A p p l i c a t i o n s ; they'd s t i l l be out 

th e r e d r i l l i n g every place t h a t they found a — 4 0 acres 

w i t h o u t a gas w e l l on i t . 

So the Hartman i n t e r e s t i s c l e a r l y proper, i t ' s 

t o be p r o t e c t e d , and a t the same time i t serves the purpose 
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of enforcement of the r u l e s . 

Which brings me t o the second p o i n t I want t o 

cover. 

Section 70-2-17.B speaks of the D i v i s i o n ' s 

c r e a t i o n of p r o r a t i o n u n i t s : Any area t h a t can be 

e f f i c i e n t l y and economically drained and developed by one 

w e l l — even the s t a t u t e speaks of e f f i c i e n t and economic 

d r a i n i n g developing by one -- and i n so doing, the D i v i s i o n 

s h a l l consider the economic loss caused by the d r i l l i n g of 

unnecessary w e l l s . The economic loss. And then the 

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

waste. 

That's e x a c t l y the design of the r u l e s , and 

t h a t ' s e x a c t l y the co n s i d e r a t i o n . 

Now, t a k i n g a look a t the r u l e s , I have t o say, 

as I focus on them b r i e f l y , Gruy cannot come before t h i s 

D i v i s i o n on the same f o o t i n g as a p a r t y who had a c e r t a i n 

p l an or a s p i r a t i o n i n terms of development, f o l l o w e d the 

r u l e s , f i r s t made an a p p l i c a t i o n and then waited t o 

determine whether or not permission was going t o be 

granted. This i s a p a r t y who has gr o s s l y v i o l a t e d a number 

of r u l e s t h a t apply t o i t , and then comes i n and says, Now, 

do something f o r us. 

Just t o review, Rule 104.C.(2) a p p l i e s here. I t 

says t h a t the spacing here i s 160 contiguous acres, 660 
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f e e t outer, 330 f e e t inner, and 1300 [ s i c ] f e e t t o the 

nearest w e l l . 

104.D.(2) says, when i t t a l k s about nonstandard 

spacing u n i t s , which i n e f f e c t we have here because we're 

t a l k i n g about t r y i n g t o put more than one w e l l on a 160, 

Any w e l l which does not have the r e q u i r e d amount of acreage 

dedicated t o i t f o r the pool or formation i n which i t i s 

completed may not be produced u n t i l a standard spacing u n i t 

f o r the w e l l has been formed and dedicated or u n t i l a 

nonstandard spacing u n i t has been approved. 

And Rule 104.D.(3) says, Unless otherwise 

p e r m i t t e d by the s p e c i a l pool r u l e s or authorized a f t e r 

n o t i c e and hearing, only one w e l l per spacing u n i t i s 

pe r m i t t e d i n nonprorated r u l e s [ s i c ] . 

The i m p l i c a t i o n or the suggestion of the witness 

f o r Gruy was, Well, we d i d n ' t know about the LeMay memos, 

something t h a t ' s not widely known, u n t i l Mr. Hartman c a l l e d 

i t t o our a t t e n t i o n . 

The LeMay memos are no d i f f e r e n t than the 

precursors of what's i n the r u l e . I f they j u s t read the 

r u l e book, 104.D.(3) t o l d them they could do what they were 

doing. 

Now, I've always admired the eloquence of Mr. 

Carr, and I won't take the time, but i n the case of the 

A p p l i c a t i o n of P r e s i d i o E x p l o r a t i o n , I n c . , f o r an 
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unorthodox gas w e l l l o c a t i o n and simultaneous d e d i c a t i o n , 

Eddy County, New Mexico, Case Number 10,416, Mr. Carr, 

r e p r e s e n t i n g Yates, made the argument t h a t I am making, 

b e t t e r than I could p o s s i b l y make i t , t h a t what i s r e a l l y 

happening, what P r e s i d i o was t r y i n g t o do the r e was r e a l l y 

an e f f o r t t o change the pool r u l e s . 

As he said, and I quote, At l e a s t t o s t a r t down 

t h a t road. 

And then he goes on t o say, The l e g a l framework 

w i t h i n which t h a t d e c i s i o n must be made includes the 

D i v i s i o n ' s memorandum dated August 3, 1990 — and he quotes 

t h a t memorandum t h a t requires t h a t there be only one w e l l 

on a p r o r a t i o n u n i t , and he quotes i t t o say a p p l i c a t i o n t o 

produce both w e l l s w i l l be approved upon compelling 

evidence t h a t the ap p l i c a n t ' s c o r r e l a t i v e r i g h t s w i l l be 

impaired unless both w e l l s are produced. 

I n t h i s case, there's nothing i n the record t h a t 

says Pr e s i d i o ' s c o r r e l a t i v e r i g h t s w i l l be impaired. 

That's what the requirement i s , t o quote Mr. Carr. And I 

can change t h a t phrase by saying i n t h i s case there's 

nothing i n the record t o say Gruy's c o r r e l a t i v e r i g h t s w i l l 

be impaired by them being r e s t r i c t e d t o f o l l o w i n g the r u l e s 

and having one w e l l . 

The t e c h n i c a l evidence simply shows, f i r s t of 

a l l , t h a t t h e r e was an e f f o r t here, which I would c a l l 
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a f t e r the f a c t , by Mr. Lee t o describe t h i s r e s e r v o i r as 

one t h a t i s t i g h t , of low p e r m e a b i l i t y , t o s e l e c t an 

a r b i t r a r y p o r o s i t y c u t o f f and manufacture some 

j u s t i f i c a t i o n f o r what Gruy already intended, which i s 

b a s i c a l l y t o j u s t go i n and d r i l l on any 40-acre spacing i t 

can f i n d . 

The compelling evidence shows t h a t one w e l l 

c l e a r l y can d r a i n 160 acres. 

And i f anything blows the cover of Gruy, I t h i n k 

i t i s the evidence concerning the southwest q u a r t e r of 

Section 4, where even Mr. Lee's bubble map i n d i c a t e s t h a t 

the two w e l l s , p a r t i c u l a r l y w i t h the 43 reworked, c l e a r l y 

w i l l d r a i n t h a t acreage, and t h a t i t was not even intended 

t h a t the 415 be a gas w e l l ; instead, i t was t a r g e t e d as an 

o i l w e l l . 

And out of haste and evident i n t e n t i o n t o save 

money the 415 becomes a gas w e l l . And l o and behold, 

again, w i t h the t r a m p l i n g of a l l the r u l e s , d i s r e g a r d of 

procedure, Gruy wants t h i s D i v i s i o n t o approve them and 

a l l o w a f t e r the f a c t f o r t h e i r wrongdoing t o become blessed 

and approved. 

And a l l I say t o t h a t , Mr. Examiner, i f operators 

don't f o l l o w the r u l e s , we e v e n t u a l l y have chaos, and we 

undermine the whole scheme of o r d e r l y development and 

o r d e r l y r e g u l a t i o n and f a i r treatment of everybody who has 
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i n t e r e s t i n a pool, and t h a t ' s even more so the case when 

somebody can come i n a f t e r they've v i o l a t e d the r u l e and 

then ask the D i v i s i o n t o excuse them. 

Thank you. 

EXAMINER STOGNER: Mr. Carr? 

MR. CARR: May i t please the Examiner, Gruy 

Petroleum Management Company comes before you today 

a d m i t t i n g t h a t we're outside the r u l e s . And c o n t r a r y t o 

the way Mr. K e l l a h i n or Mr. Gallegos would l i k e t o posture, 

the case a f t e r the f a c t , what we're here t o do i s t o 

reso l v e t h i s problem, get back w i t h i n the r u l e s and abide 

by an order of the D i v i s i o n or the Commission. That's why 

we're here. 

And t h i s i s a case t h a t involves c o r r e l a t i v e 

r i g h t s . I t involves the c o r r e l a t i v e r i g h t s of Gruy. I t 

doesn't — You can thre a t e n the c o r r e l a t i v e r i g h t s of Mr. 

Hartman. Mr. Hartman owns nothing i n the subject spacing 

u n i t s , he owns nothing i n any 160-acre u n i t o f f s e t t i n g 

e i t h e r of the spacing u n i t s t h a t are a t issue. And he 

doesn't suggest t h a t what's going t o happen i n the two 

t r a c t s t h a t are the subject of these cases, he doesn't even 

suggest they're going t o impair h i s c o r r e l a t i v e r i g h t s ; 

he's concerned about the precedent, about pool r u l e s , which 

everyone knows are not on the t a b l e here today. 

This i s n ' t about the c o r r e l a t i v e r i g h t s of Mr. 
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Armstrong. Armstrong Energy f i l e d a prehearing statement. 

They were concerned about pool r u l e s . We're not seeking 

pool r u l e s . They were concerned about a w e l l being d r i l l e d 

i n Section 8, and we had our land witness say, p o i n t out, 

t h a t t h e r e was a l o c a t i o n picked by Mr. Lee i n Section 8, 

and the w e l l was already d r i l l e d , but not by us, but by Mr. 

Armstrong. 

What we're t a l k i n g about here today i s the 

o p p o r t u n i t y a f f o r d e d by s t a t u t e t o Gruy t o produce w i t h o u t 

waste i t s f a i r share of the reserves under i t s acreage. 

And Mr. Lee came before you, and he showed how he had 

evaluated the t r a c t s i n t h i s u n i t , how he had i d e n t i f i e d 

l o c a t i o n s using g e o l o g i c a l and engineering p r i n c i p l e s where 

the reserves had not been drained and were not being 

drained. 

This was not the approach t h a t Mr. Hartman would 

use, but he wouldn't even say i t was wrong when asked by 

Mr. K e l l a h i n about t h a t . I t was the approach t h a t Gruy, as 

the operator of these p r o p e r t i e s , e l e c t e d t o employ t o 

decide where t o i n v e s t t h e i r money, t o take advantage of 

t h e i r s t a t u t o r y o p p o r t u n i t y t o produce the reserves under 

t h i s t r a c t , under these two t r a c t s . 

And so they're here seeking a u t h o r i z a t i o n from 

the D i v i s i o n t o simultaneously dedicate w e l l s so t h a t they 

can produce the recoverable reserves under t h e i r acreage. 
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Mr. K e l l a h i n said t h a t t here wasn't t h i n g s a i d about t h e i r 

c o r r e l a t i v e r i g h t s . Well, h e ' l l need t o read the 

t r a n s c r i p t , because Mr. Lee t e s t i f i e d t h a t i f the 

A p p l i c a t i o n i s denied, they w i l l recover l e s s , t h e i r 

reserves w i l l be l e f t i n the ground under t h e i r t r a c t , and 

they w i l l be denied the o p p o r t u n i t y t o produce what i s 

t h e i r s . That's what the record shows. 

I w i l l say t h a t I was pleased t o be quoted by Mr. 

Gallegos. That i s a f i r s t . I was glad t o see he f i n a l l y 

found r e l i a b l e a u t h o r i t y . But I would p o i n t out t h a t i n 

the P r e s i d i o case there wasn't the testimony t h a t was i n 

the record here today where Mr. Lee pointed out t h a t unless 

he can simultaneously dedicate w e l l s on t h i s t r a c t , he 

won't recover what he could recover i f they were produced 

i n sequence or on an a l t e r n a t i n g basis. 

Mr. Hartman says the c u r r e n t r u l e s w i l l s u f f i c e . 

And I'm going t o say these next two t h i n g s w i t h o u t saying 

t h a t I t h i n k what I'm mentioning i s wrong, but Mr. Hartman 

doesn't have a standard spacing u n i t i n the po o l , and he i s 

developing i n an area where the pool has been e f f e c t i v e l y 

developed, and h i s t o r i c a l l y , on 40-acre spacing, but also 

i s r e a l l y being developed today w i t h c u r r e n t techniques on 

o f f s e t t i n g 40-acre t r a c t s . 

And I want t o t e l l you t h a t I don't t h i n k t h a t ' s 

wrong. I t h i n k what you have th e r e , as you have w i t h Gruy 
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t r y i n g t o develop on o f f s e t t i n g 40s, i s an operator who 

br i n g s h i s science t o the r e s e r v o i r , who knows what the 

r u l e s are, i n Hartman's case, and i f necessary i n the past 

or now, because of h i s t o r i c a l or r e s e r v o i r c h a r a c t e r i s t i c s 

or ownership problems, has t o get an exception t o those 

r u l e s . 

That's what we're doing here today. We're asking 

f o r an exception t o r u l e s f o r two spacing u n i t s . Mr. 

Hartman employs h i s technique t o develop h i s acreage; we're 

asking f o r permission t o employ our technology t o develop 

ours. 

And t o then run behind and say, Well, t h i s i s 

r e a l l y a p o o l - r u l e case, I submit t o you t h a t i s n ' t the 

s i t u a t i o n here a t a l l , and I t h i n k i t ' s extremely u n l i k e l y 

t h a t we could come back and say, Oh, yes, you approved 

simultaneous d e d i c a t i o n on two spacing u n i t s , and you've 

s t a r t e d the domino e f f e c t , and s o r r y , Mr. Hartman, we have 

t o d r i l l a l l around you now, because y o u ' l l remember today, 

j u s t as w e ' l l remember today, and Mr. Gallegos w i l l quote 

me again. 

But the f a c t of the matter i s , t h a t ' s not what 

we're t a l k i n g about; t h a t ' s r a i s i n g an issue so they can 

knock i t down. We're not proposing pool r u l e s , we're 

attem p t i n g t o b r i n g our p r o r a t i o n s w i t h i n r u l e s or get 

exceptions t o r u l e s where the r e s e r v o i r doesn't match the 
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general r u l e . 

The evidence here today shows t h a t i f you deny 

these A p p l i c a t i o n s , we w i l l be denied the o p p o r t u n i t y t o 

produce our f a i r share of the reserves under our t r a c t . No 

other operator's c o r r e l a t i v e r i g h t s are going t o be 

impaired. 

show you t h a t i f you deny these A p p l i c a t i o n s we w i l l not be 

allowed t o produce what i s under our acreage, our 

c o r r e l a t i v e r i g h t s are impaired, the evidence i s 

compelling, and t o deny the A p p l i c a t i o n would be t o cause 

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

And t h e r e f o r e we ask you t o grant the A p p l i c a t i o n 

of Gruy i n each of these cases. 

EXAMINER STOGNER: Does anybody else have 

anything f u r t h e r i n Cases 12,015 and/or 12,017? 

And I submit t o you t h a t when we come i n here and 

These cases w i l l be taken under advisement. 

We have a couple more cases t o c a l l a t t h i s time. 

MR. CONDON: Mr. Stogner, would you — Do you 

want us t o leave the E x h i b i t 3 9 here? 

EXAMINER STOGNER: I would l i k e t h a t , yes. 

MR. CONDON: Okay. 

(Thereupon, these proceedings were concluded a t 

4:05 p.m.) 
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