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

10:21 a.m.: 

EXAMINER ASHLEY: At t h i s time the D i v i s i o n c a l l s 

Case 12,037. 

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

Corporation f o r pool c o n t r a c t i o n , pool extension and 

s p e c i a l pool r u l e s , or i n the a l t e r n a t i v e , simultaneous 

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

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 Yates Petroleum 

Corporation i n t h i s matter, and I have one witness. 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

rep r e s e n t i n g Ocean Energy, Incorporated, and I have one 

witness. 

EXAMINER ASHLEY: Any a d d i t i o n a l appearances? 

MR. BREWER: Mr. Examiner, P h i l Brewer on behalf 

of Ameristate O i l and Gas, I n c . , and I have one witness. 

EXAMINER ASHLEY: You have — ? 

MR. BREWER: One witness. 

EXAMINER ASHLEY: One witness. 

Any a d d i t i o n a l appearances? 

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 Chesapeake Operating, I n c . , and Amerind O i l 
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Company. 

EXAMINER ASHLEY: Any a d d i t i o n a l appearances? 

W i l l the witnesses please stand and be sworn in? 

(Thereupon, the witnesses were sworn.) 

EXAMINER ASHLEY: Mr. Carr? 

MR. CARR: May i t please the Examiner, i n i t i a l l y 

Yates would request t h a t the p o r t i o n of t h i s case which 

r e l a t e s t o s p e c i a l pool r u l e s be dismissed. 

EXAMINER ASHLEY: Yates' p a r t of the A p p l i c a t i o n 

r e g a r d i n g s p e c i a l pool r u l e s w i l l be dismissed. 

Mr. Carr? 

MR. CARR: At t h i s time we c a l l E r i c Cummins. 

Mr. Examiner, I would request t h a t the r e c o r d 

r e f l e c t t h a t Mr. Cummins t e s t i f i e d i n the preceding case, 

and a t t h a t time h i s c r e d e n t i a l s as an expert i n petroleum 

geology were accepted and made a matter of record. 

EXAMINER ASHLEY: The record w i l l r e f l e c t t h a t . 

ERIC CUMMINS. 

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. Mr. Cummins, would you b r i e f l y s t a t e what i t i s 

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

A. Yates seeks an order a u t h o r i z i n g the simultaneous 
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d e d i c a t i o n of i t s Brunson "AQK" State Com Well Number 1, 

lo c a t e d 2260 f e e t from the n o r t h l i n e and 1795 f e e t from 

t h e east l i n e , and i t s Big F l a t "ASN" State Com Well Number 

1, l o c a t e d 1650 f e e t from the south l i n e and 1980 f e e t from 

the east l i n e , both i n Section 10 of Township 16 South, 

Range 35 East, t o be dedicated t o the e x i s t i n g spacing u n i t 

c overing the east h a l f of Section 10. 

Also f o r c o n t r a c t i o n and extension of t h e 

boundaries of the North Shoe Bar-Atoka Gas Pool t o conform 

t o t h e acreage dedicated t o the w e l l s t h e r e i n . 

Q. Mr. Cummins, are you f a m i l i a r w i t h t h e D i v i s i o n ' s 

memorandum from W i l l i a m J. LeMay i n 1988 and 1990 

concerning simultaneous d e d i c a t i o n of w e l l s i n nonprorated 

pools? 

A. Yes, I am. 

Q. And you understand t h a t t o r e c e i v e approval t o 

simultaneously dedicate w e l l s , you have t o show t h a t your 

c o r r e l a t i v e r i g h t s would be impaired? 

A. Yes. 

Q. I s the pool which i s the subject of t h i s 

A p p l i c a t i o n , the North Shoe Bar-Atoka Gas Pool, a p r o r a t e d 

pool? 

A. No, i t i s not. 

Q. Let's go t o E x h i b i t 1, and I ' d ask you t o 

i d e n t i f y t h a t and review i t f o r Mr. Ashley. 
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(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 

8 

A. E x h i b i t Number 1 i s a land p l a t t h a t f i r s t shows 

the c u r r e n t pool boundaries, as defin e d by the s t a t e , t h a t 

are the n o r t h h a l f of Sections 10 and 11. The pool was 

created by D i v i s i o n Order R-10,972, May 1st, 1988. 

I t shows the w e l l s i n the pool. I ' l l p o i n t f i r s t 

t o t h e Brunson and the Big F l a t w e l l s i n t h e east h a l f of 

Section 10. The green dot i s the Brunson "AQK" State 

Number 1. The red dot i s the Big F l a t "ASN" State Com 

Number 1. 

Also, although not h i g h l i g h t e d , i n the northwest 

q u a r t e r of Section 11, 1980 from the n o r t h and west l i n e s , 

t h e Yates Petroleum S h e l l Lusk "ANB" Com Well Number 1. 

Q. I s the west h a l f of Section 11 dedicated t o t h a t 

w e l l ? 

A. Yes, i t i s . 

Q. And so the acreage dedicated t o w e l l s i n the pool 

i s a 640-acre t r a c t , comprised of the west h a l f of 11 and 

the east h a l f of 10; i s t h a t r i g h t ? 

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

Q. And t h a t ' s what Yates i s recommending the pool 

boundaries be adjusted to? 

A. That i s r i g h t . 

Q. Does t h i s p l a t also show o f f s e t operators i n the 

area? 

A. Yes, i t does. 
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Q. I s E x h i b i t Number 2 a n o t i c e a f f i d a v i t c o n f i r m i n g 

t h a t n o t i c e of the A p p l i c a t i o n has been provided t o 

a f f e c t e d i n t e r e s t owners, as r e q u i r e d by D i v i s i o n r u l e s ? 

A- Yes, i t i s . 

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

A. A l l operators w i t h i n a mi l e of the pool 

boundaries? 

Q. What response t o t h i s A p p l i c a t i o n has Yates 

received? 

A. We had concern expressed from a number of 

d i f f e r e n t operators i n the area. We have provided 

requested i n f o r m a t i o n on these w e l l s t o both Chesapeake and 

Ameristate. We be l i e v e t h a t we have s e t t l e d our 

d i f f e r e n c e s and the A p p l i c a t i o n i s now unopposed. 

Q. Now, Mr. Cummins, Yates c u r r e n t l y has two w e l l s 

i n t he east h a l f of Section 10 which are capable of 

producing from the Atoka fo r m a t i o n ; i s t h a t c o r r e c t ? 

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

Q. And what i s the s t a t u s of these w e l l s a t t h i s 

time? 

A. C u r r e n t l y the Big F l a t i s producing. That's the 

red dot on the land map i n the southeast q u a r t e r . And the 

green dot, the Brunson w e l l , i s c u r r e n t l y shut i n . 

Q. I s Yates only producing one w e l l a t any one time 

on the east h a l f of Section 10? 

STEVEN T. BRENNER, CCR 
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A. Yes, we are. 

Q. Could you r e f e r t o what has been marked f o r 

i d e n t i f i c a t i o n as Yates Petroleum Corporation E x h i b i t 

Number 3 and simply review f o r the Examiner the h i s t o r y of 

the events which have r e s u l t e d i n Yates having two w e l l s on 

t h i s 32 0-acre t r a c t ? 

A. E x h i b i t Number 3 i s a b r i e f h i s t o r y of t h e w e l l s 

t h a t were d r i l l e d i n Section 10. I n May of 1997, the 

Brunson w e l l was spudded, d r i l l e d t o a t o t a l depth of 

12,600 f e e t . I t was completed i n the lower Atoka Brunson 

sand. 

On February 13th of 1998, UMC, now Ocean Energy, 

spudded t h e i r C a r l i s l e State Com Number 1 w e l l . I t i s not 

h i g h l i g h t e d on E x h i b i t Number 1, but the w e l l i s l o c a t e d i n 

the southwest quarter of Section 10, 1650 from the south 

l i n e and 190 from the west l i n e . 

On March the 20th, 1998, the C a r l i s l e w e l l blew 

out w h i l e d r i l l i n g a t 12,086 f e e t . At t h a t time, the 

d e c i s i o n was made by Yates t o d r i l l t h e i r Big F l a t i n order 

t o t r y t o recover reserves from what we c a l l t he C a r l i s l e 

zone, the zone t h a t blew out i n the C a r l i s l e w e l l , t h a t 

could be under our p o r t i o n of Section 10 i n t h e southeast 

q u a r t e r . 

We d r i l l e d the w e l l . TD was reached on t h a t w e l l 

on 6-11 of 1998, and we d i d not f i n d the C a r l i s l e zone, i t 
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was not present. 

On may the 22nd Ocean, or UMC, spudded t h e i r 

replacement w e l l f o r the blowout, and they roughly moved 

100 f e e t t o the northwest. The o f f i c i a l l o c a t i o n i s 1721 

from the south l i n e and 1909 f e e t from the west l i n e . They 

d r i l l e d t h a t w e l l , and they d i d not encounter the lower 

Atoka Brunson sand t h a t was encountered i n the Brunson and 

the Big F l a t w e l l s i n the east h a l f of Section 10. 

Ocean then, or UMC, then completed t h e i r w e l l i n 

the C a r l i s l e zone, the zone t h a t blew them out i n the 

o r i g i n a l w e l l b o r e , and are c u r r e n t l y producing from t h a t 

zone. 

Yates Petroleum then completed the Big F l a t w e l l 

i n the lower Atoka Brunson zone. 

Q. When you were d r i l l i n g and att e m p t i n g t o complete 

the Big F l a t , d i d you also attempt t o complete t h a t w e l l i n 

the C a r l i s l e zone? 

A. Yes, we d i d . 

Q. Would Yates have d r i l l e d the Big F l a t on a stand

alone basis t o produce the Brunson zone i n the Atoka 

formation? 

A. No, we would not. 

Q. And the problem i s , i s n ' t i t , Mr. Cummins, t h a t 

as a r e s u l t of the events t h a t you have j u s t summarized 

Yates now has two w e l l s capable of d r a i n i n g t h e Atoka 

STEVEN T. BRENNER, CCR 
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f o r m a t i o n on the 320-acre u n i t comprised of the east h a l f 

of Section 10? 

A. Yes, t h a t i s c o r r e c t . We b e l i e v e t h a t i f both 

w e l l s are allowed t o produce c o n c u r r e n t l y , we could d r a i n 

t h e reserves quicker and more e f f i c i e n t l y . 

Q. Since we already have a we l l b o r e , what would be 

the e f f e c t of denying Yates the o p p o r t u n i t y t o use t h i s 

w e l l ? 

A. I t would delay the recovery of the hydrocarbons 

under our t r a c t and increase the cost of producing the 

reserves. 

Q. And the bottom l i n e i s , the reason we're here i s , 

we have two w e l l s capable of producing, and you're seeking 

a u t h o r i t y from the D i v i s i o n t o permit you t o go forward and 

u t i l i z e both w e l l s ; i s n ' t t h a t c o r r e c t ? 

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

Q. Let's take a look a t the c r o s s - s e c t i o n , Yates 

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 , 

please? 

A. E x h i b i t Number 4 i s a s t r a t i g r a p h i c cross-

s e c t i o n , a t h r e e - w e l l cross-section t h a t goes from the 

Ocean Energy C a r l i s l e 1 Y, the replacement w e l l f o r the 

blowout i n Section 10, east t o the Big F l a t Number 1 w e l l , 

and then n o r t h t o the Brunson w e l l . 

This cross-section j u s t shows very simply t h a t 

STEVEN T. BRENNER, CCR 
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th e Brunson sand, h i g h l i g h t e d i n yellow a t t h e top of t h e 

cr o s s - s e c t i o n i s not present i n the C a r l i s l e w e l l . I t also 

shows i n the C a r l i s l e w e l l the presence of the sand t h a t 

blew them out, t h a t i t i s not present i n the Big F l a t nor 

the Brunson w e l l s i n the east h a l f of Section 10. 

Q. Were they able t o run a lo g i n the C a r l i s l e 

Number 1 well? 

A. No, s i r , they were not. 

Q. I n your o p i n i o n , would i t be comparable t o what 

we see of the l o g i n the 1 Y? 

A. Yes. 

Q. When we look a t these logs, do you have any doubt 

t h a t t h e Brunson and the Big F l a t are i n communication w i t h 

one another? 

A. Abso l u t e l y no doubt. 

Q. They are i n communication? 

A. They are i n communication. 

Q. And they're competing and producing the same 

reserves? 

A. Yes, they are. 

Q. And i f both would be allowed t o produce 

simultaneously and con c u r r e n t l y , you would be r e c o v e r i n g 

the reserves a t a more r a p i d r a t e ; i s t h a t c o r r e c t ? 

A. That i s r i g h t . 

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 

STEVEN T. BRENNER, CCR 
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prevent waste? 

A. Yes, i t would. I t would r e s u l t i n more e f f i c i e n t 

drainage of the remaining reserves, as w e l l as reducing the 

cost of recovering those reserves. 

Q. And you're not t e s t i f y i n g t h a t t h e r e would be 

s u b s t a n t i a l a d d i t i o n a l recovery, are you? I t would j u s t be 

more e f f i c i e n t t o take i t out a t t h i s f a s t e r r a t e since you 

have the wellbore? 

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

Q. What about c o r r e l a t i v e r i g h t s ? W i l l Yates' 

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

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

A. Yes, they would. 

Q. And why i s t h a t ? 

A. Well, i t would a f f o r d us the o p p o r t u n i t y t o 

produce the reserves under the t r a c t more e f f i c i e n t l y . 

Q. I n your o p i n i o n , would approval of t h i s 

A p p l i c a t i o n impair the c o r r e l a t i v e r i g h t s of any other 

operator i n the pool? 

A. No, i t would not. Ocean Energy supports the 

A p p l i c a t i o n and w i l l present evidence t h a t shows th e 

l i m i t e d extent of the r e s e r v o i r , and t h a t t h i s w e l l should 

only d r a i n the reserves under t h i s spacing u n i t . 

Q. I n f a c t , what Yates i s here doing i s t r y i n g t o 

f i g u r e out how t o deal w i t h the s i t u a t i o n where 

STEVEN T. BRENNER, CCR 
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i n a d v e r t e n t l y they have two w e l l s completed on a spacing 

u n i t i n the same formation; i s t h a t r i g h t ? 

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

Q. Were E x h i b i t s 1 through 4 prepared by you? 

A. Yes, they were. 

MR. CARR: At t h i s time we move the admission of 

Yates E x h i b i t s 1 through 4. 

EXAMINER ASHLEY: E x h i b i t s 1 through 4 w i l l be 

admitted as evidence a t t h i s time. 

MR. CARR: And t h a t concludes my examination of 

t h i s witness. 

EXAMINER ASHLEY: Mr. Bruce? 

MR. BRUCE: No questions. 

EXAMINER ASHLEY: Mr. Brewer? 

MR. BREWER: No questions. 

EXAMINER ASHLEY: Mr. Kell a h i n ? 

MR. KELLAHIN: A p o i n t of c l a r i f i c a t i o n , Mr. 

Examiner. 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Cummins, when you went through your 

chronology on E x h i b i t 3, i t was not apparent t o me why 

Yates d r i l l e d the Big F l a t w e l l . You've got the Brunson 

w e l l producing i n the Brunson sand. The second w e l l i n 

sequence was the Big F l a t w e l l . What was i t s o r i g i n a l 

STEVEN T. BRENNER, CCR 
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t a r g e t e d depth? 

A. No, s i r , I'm s o r r y . You misunderstood t h a t . The 

second w e l l i n the sequence was the C a r l i s l e w e l l . The Big 

F l a t was d r i l l e d t h i r d . 

Q. The C a r l i s l e w e l l i s Ocean's we l l ? 

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

Q. I meant among the two Yates w e l l s . 

A. Yes — 

Q. Yates' w e l l — The f i r s t one was the Brunson 

w e l l ? 

A. That's r i g h t . 

Q. And i t ' s d r i l l i n g and producing and h o l d i n g the 

east h a l f of the spacing u n i t ? 

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

Q. A l l r i g h t , what was the reason f o r the Big F l a t 

w e l l ? 

A. The Big F l a t was d r i l l e d t o attempt t o recover 

reserves from the C a r l i s l e zone t h a t may have been present 

under our t r a c t . 

Q. Which was not present i n the Brunson w e l l ? 

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

Q. A l l r i g h t . And then you d r i l l e d the Big F l a t 

w e l l . Was i t d r i l l e d j u s t t o the C a r l i s l e zone, or was i t 

a deeper well? 

A. I t was d r i l l e d t o the C a r l i s l e zone. 
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Q. Okay, and so you found i n t h a t Big F l a t w e l l t h a t 

the C a r l i s l e zone was not present i n your Big F l a t w e l l ? 

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

Q. But now you have the dilemma of having the two 

w e l l s both able t o produce out of the Brunson sand? 

A. That i s r i g h t . 

MR. KELLAHIN: Okay, thanks. 

EXAMINER ASHLEY: I have no f u r t h e r questions, 

Mr. Cummins. You may be excused. Thank you. 

JOHN R. McRAE. 

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. BRUCE: 

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

residence? 

A. John McRae. I l i v e i n Highlands Ranch, Colorado. 

Q. Who do you work f o r ? 

A. Ocean Energy. 

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

A. Senior g e o l o g i s 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 e D i v i s i o n 

as a g e o l o g i s t ? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as a g e o l o g i s t accepted 
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as a matter of record? 

A. Yes. 

Q. And are you f a m i l i a r w i t h the geology i n v o l v e d i n 

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

A. Yes. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. McRae as 

an expert petroleum g e o l o g i s t . 

EXAMINER ASHLEY: Mr. McRae i s so q u a l i f i e d . 

Q. (By Mr. Bruce) P r e l i m i n a r i l y , Mr. McRae, what i s 

Ocean Energy's p o s i t i o n w i t h respect t o t h i s case? 

A. We support Yates Petroleum i n the simultaneous 

d e d i c a t i o n of the east h a l f of Section 2 t o produce the 

Brunson and the Big F l a t w e l l . 

Q. Now, i n the — Mr. Cummins t e s t i f i e d t h a t Ocean 

i s an o f f s e t operator i n the west h a l f of Section 10. I t 

also owns an i n t e r e s t i n these two w e l l s , does i t not? 

A. Yes. 

Q. Okay. Mr. McRae, would you i d e n t i f y your E x h i b i t 

1 now and t e l l the Examiner what i t shows about t h i s Atoka 

r e s e r v o i r i n t h i s area? 

A. E x h i b i t 1 i s a gross isopach of what we c a l l the 

"Brunson" Atoka Sand i n t e r v a l . I've h i g h l i g h t e d i n yellow 

the zero l i m i t s of the sand. 

I want t o p o i n t out t h a t t h i s isopach i s not t o 

d e p i c t one continuous, homogeneous sand. This i s only a 
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sand f a i r w a y , a sand — j u s t the area where ther e ' s sand 

present. There's q u i t e a b i t of w e l l c o n t r o l t o the 

northwest and also t o the east and t o the southwest t o show 

where th e r e i s no sand. 

So we have reasons t o b e l i e v e t h a t t h i s i s not 

one continuous homogeneous sand, but t h e r e are p e r m e a b i l i t y 

b a r r i e r s , p o s s i b l y separate channels. We j u s t don't know 

e x a c t l y what i s going on w i t h i n the sand f a i r w a y . 

I would also l i k e t o p o i n t out the f a u l t s t h a t 

I've put on t h i s map. There's a very l a r g e f a u l t t h a t goes 

northwest-southeast through Section 15. That i s the 

westerlymost f a u l t . And then t h e r e i s a f a u l t zone — I've 

la b e l e d i t as a f a u l t zone — and then a smaller f a u l t , 

which would be the easternmost f a u l t . 

This p a r t i c u l a r area i n here, t h i s i n t e r p r e t a t i o n 

t h a t I've showed i s based on some 3-D seismic t h a t we have. 

And t h a t 3-D seismic shows t h a t t h i s f a u l t zone i s h i g h l y 

complex, h i g h l y f a u l t e d . I t ' s a very c o n t o r t e d zone, and 

i t ' s very d i f f i c u l t t o t e l l where you are i n t h a t . 

The C a r l i s l e w e l l encountered a Morrow sand, and 

t h a t ' s the w e l l i n the northeast of the southwest o f 

Section 10. I t encountered a Morrow sand associated w i t h 

t h i s h i g h l y complex f a u l t i n g and e r o s i o n a l — associated 

w i t h t he Shoe Bar s t r u c t u r e . 

Also on t h i s map, I've put on some p r o d u c t i o n 
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f i g u r e s f o r the w e l l i n Section 14, which was one of the 

o r i g i n a l w e l l s d r i l l e d . I've labeled i t Well Number 7. 

This w e l l was d r i l l e d i n 1974 and t o date has produced 

approximately 3.8 BCF and 90,000 b a r r e l s of o i l . We do not 

have a bottomhole pressure; there was no DST run on t h a t 

w e l l . 

The w e l l up i n Section 11, which would be the 

Number 3 w e l l , i s the S h e l l Lusk. That w e l l was d r i l l e d i n 

October of 1997. And from a s h u t - i n bottomhole pressure, 

i t has a pressure of 3 016 pounds, which i s q u i t e a b i t 

below normal g r a d i e n t . 

I t has been t e s t i f i e d i n previous cases, or i n a 

previous case. I n f a c t , l e t me give you those numbers: 

Case Number 11,958, 11,959, 11,934, which were a l l 

cons o l i d a t e d . I t was t e s t i f i e d i n t h a t hearing t h a t the 

r e s e r v o i r pressure i n the S h e l l Lusk had been a f f e c t e d by 

the p r o d u c t i o n from the w e l l i n 14, Well Number 7, and 

Ocean Energy agrees w i t h t h a t i n t e r p r e t a t i o n . 

The Brunson w e l l , which i s i n the east h a l f of 

Section 10, which i s labeled Well Number 1, ran a DST i n 

the Brunson zone i n October of 1997, the same month as the 

S h e l l Lusk d i d the bottomhole pressure b u i l d u p . I t had a 

pressure of 4086 pounds, which i s over 1000 pounds higher. 

And what we f e e l i s t h a t t h e r e are some type of 

p e r m e a b i l i t y b a r r i e r s or separate channels t h a t separate 

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 

21 

t h e Brunson and the Big F l a t w e l l , which are i n the east 

h a l f of Section 10, from the w e l l s i n Section 11 and 

Section 14. 

Q. Mr. McRae, based on t h i s map, w i t h respect t o 

c o r r e l a t i v e r i g h t s , since the sand pinches out t o t h e west, 

there's no e f f e c t on the i n t e r e s t owners i n t h e west h a l f 

of Section 10; i s t h a t — 

A. That's c o r r e c t . The C a r l i s l e w e l l t h a t we 

d r i l l e d had no sand i n the Brunson i n t e r v a l . 

Q. And because of the f a u l t i n g , t h e r e i s l i t t l e or 

no e f f e c t on the i n t e r e s t owners t o the south? 

A. That's our i n t e r p r e t a t i o n . We a c t u a l l y looked a t 

p a r t i c i p a t i n g i n a w e l l t o be d r i l l e d i n the nor t h e a s t of 

Section 15, and we turned t h a t down because we were very 

concerned t h a t t h e r e were — f i r s t of a l l , t h e r e was any 

sand; and i f there was, i t would be very, very t h i n . 

Q. And f i n a l l y , because of t h a t p e r m e a b i l i t y 

b a r r i e r , based on these l a r g e pressure d i f f e r e n c e s , t h e r e 

shouldn't be any e f f e c t t o the people t o the east of 

Section 11 — I mean Section 10; i s t h a t c o r r e c t ? 

A. That's c o r r e c t . I f we were i n communication w i t h 

the w e l l s i n 11 — and I say we're i n communication — i f 

t h e w e l l s i n the east h a l f of 10, i f they were i n 

communication w i t h the w e l l s i n 11, I would expect t o see 

approximately the same bottomhole pressure, since the 
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pressure — the DST and the bottomhole pressure were taken 

a t e s s e n t i a l l y the same time. 

Q. And you would expect t o see the same because of 

the l a r g e production from the southeast t o o , would you not? 

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

Q. Let's move on t o your E x h i b i t 2. Would you 

i d e n t i f y t h a t and e x p l a i n what t h a t shows f o r the Examiner? 

A. E x h i b i t 2 i s a s t r u c t u r e map on top of the Morrow 

lime. The Brunson zone i s about 3 0 t o 40 f e e t above the 

Morrow lime. So t h i s s t r u c t u r e map shows f a i r l y a c c u r a t e l y 

the s t r u c t u r a l c o n f i g u r a t i o n of the Brunson zone. 

I've o v e r l a i d on t h i s s t r u c t u r e map the zero edge 

of the Brunson sand t h a t was shown on the previous e x h i b i t . 

And as you can see, the Shoe Bar s t r u c t u r e i s i n the 

southwest of the map i n Section 15. Those are 100-foot 

contours. I t ' s a very complex, sharp s t r u c t u r e . Then you 

cross the b i g f a u l t . This would be going t o the northeast. 

I t ' s about 300 f e e t of throw. 

Then you go i n t o the f a u l t zone and then cross 

the l a s t small f a u l t i n the extreme northeast corner of 

Section 15, and then the Morrow lime and the Brunson zone 

dips t o the northeast. 

Up i n Section 2 there's a pronounced nose, 

p u l l o u t , and there's also no sand up i n Section 2 — or 

Section 3, excuse me. And t o the south there's a nose t h a t 
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p u l l s out i n Section 13. 

Recently, Yates d r i l l e d Well Number 5, which 

would be loc a t e d i n the southwest q u a r t e r of Section 2. I t 

encountered 22 f e e t of sand i n the Brunson zone, ran a DST 

and recovered water, 1603 f e e t of water. So the n o r t h e r n 

l i m i t s of t h i s Brunson zone does have water, i t ' s wet. 

And not knowing e x a c t l y where the gas-water 

contact i s , I've b a s i c a l l y put i t between the two w e l l s . 

And what t h a t shows i s t h a t Section 2 and Section 

3 are downdip from the She l l Lusk w e l l , which i s the lowest 

producing w e l l i n t h i s r e s e r v o i r , and updip from t h e w e l l 

i n t he southwest of Section 2, which i s wet. So we f e e l 

t h a t t he — what sand might be present i n Section 3 i s a 

hig h p r o b a b i l i t y of being wet. 

Q. P u t t i n g E x h i b i t s 1 and 2 toge t h e r , Mr. McRae, i t 

appears t h a t the r e s e r v o i r and the Brunson Atoka r e s e r v o i r 

i n t he east h a l f of Section 10 i s p r e t t y l i m i t e d ? 

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

Q. And so the e f f e c t on any o f f s e t ' s c o r r e l a t i v e 

r i g h t s would be l i m i t e d accordingly? 

A. A l l the w e l l c o n t r o l and the pressure data 

supports t h a t . 

Q. I n your op i n i o n , i s the g r a n t i n g of Yates' 

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

pr e v e n t i o n of waste? 
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A. Yes. 

Q. And were E x h i b i t s 1 and 2 prepared by you or 

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

A. Yes. 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of Ocean E x h i b i t s 1 and 11 — I mean 1 and 2, excuse me. 

EXAMINER ASHLEY: E x h i b i t s 1 and 2 w i l l be 

admitted as evidence a t t h i s time. 

MR. BRUCE: I ' l l l e a r n t o count l a t e r . 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. McRae, the southeast quarter of Section 3, 

does Ocean have i n t e r e s t i n t h a t ? 

A. No, s i r . 

Q. Okay. 

A. We do own i n t e r e s t i n the southwest q u a r t e r of 3. 

EXAMINER ASHLEY: Okay. Mr. Carr? 

MR. CARR: I have no questions. 

EXAMINER ASHLEY: Mr. Brewer? 

MR. BREWER: No questions. 

EXAMINER ASHLEY: Mr. Kellahin? 

MR. KELLAHIN: Thank you, Mr. Examiner. 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. McRae, may I draw your a t t e n t i o n t o E x h i b i t 
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Number 1? The Brunson Atoka sand i s what you're mapping 

here? 

A. Yes, t h a t sand i n t e r v a l . 

Q. And t h a t i n t e r v a l i s present i n a l l t h e w e l l s 

t h a t you've numbered w i t h the red pen, numbers 1 through 7? 

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

Q. When I look a t the east h a l f of 10, i n the 

Brunson w e l l , the Yates Brunson w e l l , you've got 14 f e e t of 

gross thickness i n the Brunson sand? 

A. Yes, s i r . 

Q. And then your next c o n t r o l p o i n t t o the n o r t h and 

west i s a zero l i n e i n Section 3; f o r t h a t dryhole i t shows 

a depth of 12,250? 

A. Right. 

Q. What's your basis f o r making the contours between 

those two c o n t r o l p o i n t s , as you've chosen t o do? 

A. Several t h i n g s . Our C a r l i s l e w e l l i n the 

southwest of Section 10 had no sand, and the Big F l a t , one 

l o c a t i o n , one 40-acre l o c a t i o n t o the east, had 18 f e e t of 

sand. The sand drops o f f very q u i c k l y . 

I f you go up i n Section 2, the Yates F i e l d APK 

Number 3, located i n the southwest q u a r t e r , had 2 2 f e e t of 

sand. 

Q. That's the Number 5 well? 

A. Yes, the Number 5. 
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And the Number 6 w e l l i s a w e l l t h a t we d r i l l e d , 

Ocean operated. I t had two f e e t of sand, and t h a t ' s even 

questionable. We're not even sure i f i t ' s sand or j u s t a 

r e a l t h i n lime. But i t ' s — e s s e n t i a l l y , the i n t e r v a l was 

gone, but there's j u s t a h i n t of i t t h e r e . Again, 22 f e e t 

t o two f e e t i s p r e t t y quick. Down i n Section 14, i n the 

southeast q u a r t e r , there's a w e l l t h a t has 20 f e e t of sand, 

and — 

Q. That's the Mesa well? I f o r g o t the name of t h a t 

w e l l . 

A. I don't know. I t ' s the northeast of the 

southeast of Section 14. 

Q. I t ' s not the Number 7 well? 

A. No, i t ' s — I d i d n ' t number t h i s one. I t ' s — 

Q. I'm w i t h you now, okay. I t ' s the 20-foot t o the 

east? 

A. Right. 

Q. A l l r i g h t . 

A. And again, a 40-acre o f f s e t t o the n o r t h i s down 

t o s i x f e e t . And then the other w e l l had zero, so we don't 

know where the — 

Q. What I'm t r y i n g t o focus i n on i s t h a t p o r t i o n of 

Section 10 t h a t i s outside the zero contour l i n e ? 

A. Okay. 

Q. Yeah, what's your basis f o r p u t t i n g those l i n e s 
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where you've chosen t o do so? 

A. I j u s t used the contour i n t e r v a l t h a t I saw i n 

o ther areas where I had w e l l c o n t r o l . So I have no c o n t r o l 

t o say — w e l l c o n t r o l , t o say where t h a t edge i s . 

Q. When you i n t e g r a t e the pressure data you 

describe, you're s e i t i s f i e d t h a t the communication i n the 

Brunson sand i s not a f f e c t i n g a l l seven of these w e l l s i n 

t h e same way, r i g h t ? 

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

Q. The Number 7 w e l l was one of t h e f i r s t w e l l s 

d r i l l e d , was i t not? 

A. Yes. 

Q. And t h a t had an o r i g i n a l pressure i n the Brunson 

sand, d i d i t not? 

A. We don't know what t h a t i s . There was no DST 

run, no bottomhole pressure i n f o r m a t i o n . 

Q. Did you t e s t i f y a t the p r i o r hearing t h a t you 

j u s t described i n Case 11,958? Were you a witness i n 

t h a t — 

A. Yes. 

Q. — Yates-Ocean dispute? 

A. Yes. 

Q. Okay. That dispute had t o do w i t h a c o m p e t i t i o n 

between Yates and Ocean f o r competing p o o l i n g cases up i n 

i r r e g u l a r Section 2 t o the n o r t h , d i d i t not? 
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A. True. 

Q. And as a r e s u l t of the order i n t h a t case, the 

west- h a l f e q u i v a l e n t , i f you w i l l , of Section 2 was 

determined t o be the spacing u n i t , and Yates was given the 

r i g h t t o d r i l l the well? 

A. Correct. 

Q. A l l r i g h t . What happened as a r e s u l t of t h a t 

order? Which ones of these w e l l s were d r i l l e d ? 

A. Well Number 6 was d r i l l e d f i r s t , operated by 

Ocean. I t was our i n t e r p r e t a t i o n t h a t t h e r e would be sand 

i n t h a t east h a l f . As i t turned out, we found j u s t an 

edge, a h i n t , and the sand was t i g h t . 

Then Yates d r i l l e d the second w e l l , Well 

Number 5 — 

Q. This i s Number 5? 

A. Right. — a f t e r we d r i l l e d Well Number 6. And 

they encountered 22 f e e t of Brunson sand, but i t was 

downdip from the production and i t t e s t e d wet. 

Q. Those two w e l l s , then, have provided new data 

t h a t have s u b s t a n t i a l l y a l t e r e d the geologic opinions 

expressed t o the D i v i s i o n i n those p r i o r cases, d i d i t not? 

A. A c t u a l l y , they've confirmed our i n t e r p r e t a t i o n of 

the sand. At t h a t time I t e s t i f i e d t h a t as we move t o t h e 

n o r t h and downdip, there was a p o s s i b i l i t y t h a t we might 

encounter water. And t h a t was why we wanted t o do a 
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laydown i n the south h a l f of 2 and d r i l l a t a l e g a l 

l o c a t i o n i n the southeast of the southwest, t o minimize 

t h a t r i s k . 

Q. I n t h a t case, there was pressure evidence 

introduced t h a t showed a t l e a s t i n a north-south d i r e c t i o n 

t h e r e was a s u b s t a n t i a l distance i n which the w e l l s 

i n t e r f e r e d w i t h each other? 

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

Q. Has anything occurred w i t h t h i s a d d i t i o n a l data 

t o change t h a t opinion? 

A. A c t u a l l y , the a d d i t i o n a l d r i l l i n g has supported 

t h a t , and t h a t ' s why I pointed out the two s h u t - i n 

pressures. I t appears t h a t east-west across t h i s sand 

i n t e r v a l t h e r e are some type of p e r m e a b i l i t y b a r r i e r s . But 

as north-south — Well, as i t was t e s t i f i e d i n t h a t , t h a t 

w e l l i n 14 was e s s e n t i a l l y the only s i g n i f i c a n t producer i n 

t h i s r e s e r v o i r , and t o p u l l the r e s e r v o i r pressure down t o 

3 000 pounds, those have t o be i n some type of 

communication. 

Q. P r i o r testimony i n 1998 d i d show t h a t t h e r e was a 

l i m i t e d pressure e f f e c t east-west? 

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

Q. But there was good communication north-south? 

A. Well, "good" i s meaning b e t t e r than east-west. 

Q. Well, b e t t e r t o the extent t h a t i t was t e s t i f i e d 
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t h a t t he Well Number 7 had drawn the pressures so when the 

S h e l l Lusk Number 3 w e l l was d r i l l e d , t h e r e was s u b s t a n t i a l 

pressure reduction? 

A. That's apparently what the data i n d i c a t e s . 

Q. When we look now a t the r e l a t i o n s h i p between the 

Brunson and the Big F l a t w e l l , i s th e r e pressure 

communication between those two w e l l s i n the Brunson zone 

i n a north-south d i r e c t i o n ? 

A. Yes, those w e l l s appear t o be i n communication. 

Q. And are Wells 3 and 4 i n pressure communication? 

A. I don't have the data on the Runnels 2, which i s 

Well Number 4, because we're not inv o l v e d i n t h a t — Ocean 

i s not in v o l v e d i n t h a t p a r t i c u l a r w e l l . So I can't answer 

t h a t question. 

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

FURTHER EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. McRae, who operates Well Number 4? 

A. Well Number 4 i s operated by Yates Petroleum. 

EXAMINATION 

BY MR. CARROLL: 

Q. Mr. McRae, you t e s t i f i e d Ocean owns an i n t e r e s t 

i n t he Brunson and the Big F l a t wells? 

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

Q. How large an i n t e r e s t i s t h a t ? 
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A. I b e l i e v e we have 50 percent; i s t h a t c o r r e c t , 

Jim? 

MR. BRUCE: I t h i n k i t ' s 25 percent. I don't — 

THE WITNESS: I honestly don't remember the exact 

— We have an i n t e r e s t i n both w e l l s , but I'm not sure what 

i t i s . I don't remember. 

EXAMINER ASHLEY: Mr. Bruce, i s i t 25 percent per 

w e l l , or combined? 

MR. BRUCE: I be l i e v e the w e l l s are under the 

same JOA, so i t would be equal i n each w e l l . I t ' s e i t h e r 

25 or 50 percent. 

THE WITNESS: We can provide t h a t i n f o r m a t i o n . 

EXAMINER ASHLEY: Mr. Bruce? 

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

EXAMINER ASHLEY: I have no f u r t h e r questions. 

Thank you, Mr. McRae. 

Mr. Brewer? 

MR. BREWER: Mr. Examiner, i n l i g h t of t h e 

amendment t o the A p p l i c a t i o n , we have no testimony t o 

o f f e r . 

EXAMINER ASHLEY: Okay, thank you. 

I s there anything f u r t h e r i n t h i s case? 

MR. CARR: No, Mr. Examiner, t h a t concludes our 

pr e s e n t a t i o n i n t h i s case. 

I mean, the f a c t s are f a i r l y obvious. We've got 
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two w e l l s on a 320-acre spacing u n i t . We d i d n ' t i n t e n d t o 

be i n t h i s p o s i t i o n . We be l i e v e t h a t the most e f f i c i e n t 

t h i n g t o do, instead of r e q u i r i n g us t o plug a p e r f e c t l y 

good w e l l b o r e , would be t o autho r i z e us t o simultaneously 

dedicate these w e l l s and co n c u r r e n t l y produce them. 

c o r r e l a t i v e r i g h t s of any other operator, and f o r t h a t 

reason we have requested t h i s . 

EXAMINER ASHLEY: There being n o t h i n g f u r t h e r i n 

t h i s case, Case 12,037 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

11:05 a.m.) 

We do not b e l i e v e we w i l l be i m p a i r i n g t he 

* * * 
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