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

10:16 a.m.: 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l Case 

12,182. 

MR. CARROLL: A p p l i c a t i o n of Conoco, I n c . , f o r 

pool c r e a t i o n , s p e c i a l pool r u l e s and the assignment of a 

s p e c i a l depth bracket allowable, Lea County, New Mexico. 

EXAMINER CATANACH: C a l l f o r appearances i n t h i s 

case. 

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

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

on behalf of the Ap p l i c a n t . I have two witnesses t o be 

sworn. 

EXAMINER CATANACH: C a l l f o r a d d i t i o n a l 

appearances. 

W i l l you please swear i n the witnesses, 

Counselor. 

(Thereupon, the witnesses were sworn.) 

MR. KELLAHIN: Mr. Examiner, Conoco, i s before 

you t h i s morning t o ask you f o r s p e c i a l pool r u l e s f o r what 

we have c a l l e d the South Hardy-Strawn Pool. This 

c o n s t i t u t e s what Conoco i n t h e i r o p i n i o n b e l i e v e s i s a new 

Strawn discovery. When you begin t o look a t the maps and 

s t a r t w i t h the l o c a t o r map, t h a t y o u ' l l see we are i n close 

p r o x i m i t y t o what i s now known as the South Cass-Strawn 
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Pool. 

We're going t o present t o you evidence of 

separa t i o n between the South Cass Pool, which i s i d e n t i f i e d 

on E x h i b i t 1 i n the green o u t l i n e and w i l l be the southwest 

q u a r t e r of Section 36, and the southeast q u a r t e r of the 

a d d i t i o n a l s e c t i o n t o the west. You can see i t ' s centered 

i n t he gray area. There w i l l be a l i n e of c r o s s - s e c t i o n . 

The discovery w e l l i s the Hardy 3 6-2 6; i t ' s t he 

northernmost w e l l on the cros s - s e c t i o n l i n e . The c l o s e s t 

p o o l , then, i s immediately t o the south. 

We're asking you f o r 160-acre o i l spacing, t h a t 

no more than one producing w e l l f o r each 160-acre spacing 

u n i t be p e r m i t t e d , t h a t a s p e c i a l depth bracket o i l 

a l l o w a b l e , not t o exceed 600 b a r r e l s of o i l a day, be 

aut h o r i z e d , t h a t we would abide by the statewide g a s - o i l 

r a t i o of 2000 t o 1, t h a t we would ask f o r w e l l l o c a t i o n s t o 

be standard. I f they're 660 setbacks from the outer 

boundary, we would ask t h a t you r e l a x the i n t e r n a l boundary 

l i n e s . I t ' s our preference t h a t you use a 10-foot i n t e r n a l 

setback from a q u a r t e r - q u a r t e r l i n e . 

The i n f o r m a t i o n here i s unique i n t h a t o f t e n you 

w i l l see a request f o r a discovery and pool r u l e s very soon 

a f t e r the w e l l i s completed. I n t h i s instance, t h e Hardy 

36-26 was completed a year ago, A p r i l of 1998, and t h a t has 

a f f o r d e d an o p p o r t u n i t y f o r Conoco's t e c h n i c a l people t o 
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s a t i s f y themselves of the separation of t h i s w e l l from 

those w e l l s t h a t continue t o produce i n the South Cass 

Strawn. 

We have a geologic p r e s e n t a t i o n t h a t w i l l show 

you the geologic p r e d i c a t e f o r the s e p a r a t i o n , f o l l o w e d by 

an engineering p r e s e n t a t i o n which w i l l a u t h e n t i c a t e the 

geologic conclusions, show you convincing evidence of t h a t 

s e p a r a t i o n , show you drainage c a l c u l a t i o n s t o j u s t i f y the 

160-acre spacing, and then f i n a l l y t o show you s t e p - r a t e 

t e s t s t h a t demonstrate c o n c l u s i v e l y t h a t a maximum o i l 

a l l o w a b l e of 600 a day i s the most optimum, e f f i c i e n t r a t e 

at which t o produce t h i s w e l l and f u t u r e w e l l s i n the p o o l . 

JOSEPH L. HUCK. 

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. KELLAHIN: 

Q. A l l r i g h t , s i r , would you please s t a t e your name 

and occupation? 

A. My name i s Joseph L. Huck, and I'm a 

geo p h y s i c i s t . 

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

before the D i v i s i o n as a geophysicist? 

A. No, I have not. 

Q. Summarize f o r us your education. 

STEVEN T. BRENNER, CCR 
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A. I have a bachelor's i n geophysical engineering 

from Colorado School of Mines and a master's i n business 

a d m i n i s t r a t i o n from Columbia U n i v e r s i t y . 

Q. I n what years d i d you o b t a i n your degrees? 

A. My geophysics degree was i n 1973, and my master's 

i n business a d m i n i s t r a t i o n was i n 1981. 

Q. Are the geologic and geophysical conclusions and 

opinions t h a t are about t o be expressed those of your own? 

A. Yes, they are. 

Q. You re s i d e i n Midland, Texas, I believe? 

A. Yes, I do, Midland, Texas. 

Q. And your c u r r e n t r e s p o n s i b i l i t i e s w i t h Conoco 

would i n c l u d e t h i s p r o j e c t ? 

A. Yes. 

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

witness. 

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

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

and have you u n f o l d Conoco E x h i b i t 1. Let's use i t as — 

f o r a moment as a l o c a t o r map. 

When you look a t the map and see w i t h i n the 

southwest q u a r t e r of 3 6 and the southeast q u a r t e r of 35, 

what i s sc r i b e d i n t h a t 32 0 acres by the blue o u t l i n e ? 

A. That i s the South Cass Pool. 

Q. What are the c u r r e n t spacing requirements f o r the 
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South Cass-Strawn Pool? 

A. Fort y acres. 

Q. And the w e l l s i n t h a t pool are operated by 

Conoco? 

A. Yes, they are. 

Q. Show us the discovery w e l l t h a t i s t h e s u b j e c t of 

the case t h i s morning. 

A. The subject w e l l i s i n the no r t h e a s t e r n q u a r t e r 

of Section 36, and i t i s h i g h l i g h t e d by the l a r g e p u r p l e 

c i r c l e . 

Q. On the Examiner's copy of E x h i b i t 1, I have 

l i n k e d the cross-section l i n e , and when you s t a r t w i t h the 

discovery w e l l a t the northern end of t h a t c r o s s - s e c t i o n 

l i n e and l i n k the other l i n e s on t h a t c r o s s - s e c t i o n , we 

w i l l see the l i n e of cross-section t h a t you have prepared? 

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

Q. Give us a short summary, before we look a t your 

t e c h n i c a l d i s p l a y s , of the major o p i n i o n you have reached 

about the r e l a t i o n s h i p between the Hardy 3 6-2 6 w e l l and 

those e x i s t i n g w e l l s c u r r e n t l y w i t h i n the South Cass-Strawn 

O i l Pool. 

A. Okay, there's r e a l l y three main t h i n g s t h a t I 

i n t e n d t o show today. 

The f i r s t i s t h a t the r e s e r v o i r zone i n t h e 36 

Number 2 6 i s a dolomite r e s e r v o i r , where i n the other w e l l s 

STEVEN T. BRENNER, CCR 
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t h e zone t h a t produces i s a limestone. 

The second i s t h a t t h e r e i s a s t r u c t u r a l 

s e p a r a t i o n between the 36-26 w e l l and the 36 Number 1 w e l l . 

There's a f a u l t through t h e r e . 

And t h a t I believe what c o n t r o l s the p r o d u c t i o n 

i s a s t r a t i g r a p h i c zone or i n t e r v a l w i t h i n the Strawn and 

t h a t the zone t h a t produces i n the 2 6 w e l l i s separate from 

the South Cass Pool. 

Q. To i l l u s t r a t e and support those opinions and 

conclusions, what type of d i s p l a y s have you prepared t h a t 

we're about t o show the Examiner? 

A. I have two maps. One i s a depth map on the top 

of the Strawn i n t e r v a l . The second i s a map t o i n d i c a t e 

the s t r a t i g r a p h i c zones t h a t I t h i n k c o n t r o l p r o d u c t i o n i n 

these pools. The t h i r d i s a seismic l i n e which connects 

these t h r e e w e l l s and c l e a r l y shows the r e s e r v o i r which 

produces and the f a u l t which separates the 3 6-2 6 from th e 

Number 1 w e l l , and the l a s t i s a geologic c r o s s - s e c t i o n 

through these f i v e w e l l s . 

Q. A l l r i g h t , Mr. Huck, l e t ' s show the Examiner the 

f i r s t of those d i s p l a y s . I f y o u ' l l t u r n t o E x h i b i t Number 

2, would you i d e n t i f y E x h i b i t Number 2 f o r us? 

A. Yes, t h i s i s a depth map on the top of the 

Strawn. The top of the Strawn i n t h i s area i s an e r o s i o n a l 

surface. The map i s a t a scale of one inch t o 1000 f e e t . 
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The contour i n t e r v a l i s 50 f e e t . I t ' s based on 3-D seismic 

and the w e l l s t h a t have penetrated deep enough t o o f f e r 

c o n t r o l on the Strawn. 

The c o l o r s on t h i s map — The reds are t h e 

high e s t p o r t i o n s of the s t r u c t u r e , grading down through the 

yellows i n t o the blues, which are the deepest p o r t i o n of 

t h i s map. 

Q. How do you use t h i s map t o reach any of the 

conclusions t h a t you have j u s t i l l u s t r a t e d t o the Examiner? 

A. There i s a f a u l t located i n Section 35, 

e s s e n t i a l l y east-west, extending i n t o Section 36, and I 

b e l i e v e t h a t f a u l t o f f e r s s t r u c t u r a l s eparation between the 

w e l l s . 

Q. Why do we not see on t h i s map the c o n t i n u a t i o n of 

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

Section 3 6 and p h y s i c a l l y separates out the discovery w e l l 

from those w e l l s c u r r e n t l y i n South Cass? 

A. The top of the Strawn i s an e r o s i o n a l surface, so 

r e l i e f created by the f a u l t has been eroded away, and you 

see very l i t t l e evidence of r e l i e f or s t r u c t u r e developed 

by t h a t f a u l t . 

Q. When we get down t o the producing p o r t i o n of the 

Strawn i n t e r v a l , then we w i l l be able t o see other geologic 

i l l u s t r a t i o n s t h a t c l e a r l y convince you of t h i s separation? 

A. That i s t r u e . 
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Q. And the reason we don't see i t here i s , we're 

l o o k i n g a t j u s t above t h a t producing horizon? 

A. Yes, we are l o o k i n g above the zone, and t h i s i s 

an unconformity surface, so i t ' s been f l a t t e n e d and 

smoothed t o some extent. 

Q. When you spot the w e l l s on here, are these a l l 

Strawn w e l l s , or do they belong t o other horizons? 

A. The smaller blue symbols w i t h a depth posted next 

t o i t are shallow w e l l s . Wells t h a t have been deep enough 

t o encounter the Strawn are l a r g e r black c i r c l e s . They're 

lo c a t e d i n Section 20 p r i m a r i l y — t h a t ' s the Warren McKee 

area — and i n Section 2 3 and 15 — t h a t ' s the Cass Pool. 

But around Section 36 the w e l l s marked by the black 

t r i a n g l e — there's f o u r of them — those are the w e l l s I 

b e l i e v e are i n the South Cass Pool. The w e l l we are 

di s c u s s i n g i s the 26 w e l l marked by a l a r g e black square. 

Q. Let's j u s t set t h i s d i s p l a y aside, then — 

A. Okay, one other t h i n g , i f I may. Two other w e l l s 

i n Section 3 6 encountered the Strawn but have not been 

completed i n t o the Strawn. 

Q. Let's t u r n t o your next d i s p l a y , Mr. Huck. I t ' s 

E x h i b i t Number 3. What type of d i s p l a y are we l o o k i n g a t 

now? 

A. This i s generated from the seismic data, and i t 

i s an isochron map, which i s a time-thickness map. 

STEVEN T. BRENNER, CCR 
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Q. We're looking a t an i n t e r v a l now w i t h i n a c e r t a i n 

v e r t i c a l context? 

A. Yes, yes. 

Q. And what i s t h a t i n t e r v a l ? 

A. This i s what I b e l i e v e t o be the p r o d u c t i v e zone 

w i t h i n t h i s p o r t i o n of the Strawn. 

Q. What does the c o l o r code t e l l you? 

A. The c o l o r s i n t h i s case, the reds are the t h i n s , 

t h e t h i n n e r p o r t i o n s of the r e s e r v o i r , and the greens are 

the t h i c k e r p o r t i o n s of the r e s e r v o i r . 

Q. On t h i s d i s p l a y t h e r e i s a d i f f e r e n c e w i t h the 

extension of the f a u l t — 

A. Yes. 

Q. — between t h i s map and the l a s t map? 

A. Yes, the same f a u l t t h a t we saw on the previous 

map, extending through Section 35, also extending i n t o 

Section 36, extends f u r t h e r east, because we are 

s t r u c t u r a l l y lower on what's mapped on t h i s map, and the 

f a u l t has s i g n i f i c a n t throw throughout Section 36. 

Q. Do you have s u f f i c i e n t data t o determine the 

pr e c i s e east endpoint of t h i s f a u l t ? 

A. Through the seismic data, yes, you can map i t . 

Q. Are you s a t i s f i e d g e o l o g i c a l l y t h a t t h e r e i s a 

f a u l t separation between the South Cass w e l l s and the Hardy 

36-26 well? 
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A. Yes, I am. 

Q. I s t h a t f a u l t separation a s i g n i f i c a n t enough 

dist a n c e t o t o t a l l y d isplace the producing i n t e r v a l s 

between the c u r r e n t pool and the discovery w e l l ? 

A. Yes, i t i s . 

Q. Let's have you help us see t h a t . Do you have a 

seismic p r o f i l e l i n e t h a t w i l l i l l u s t r a t e t h a t p o i n t ? 

A. Yes, the next e x h i b i t , which would be E x h i b i t 4, 

i s a seismic p r o f i l e abstracted from the 3-D survey which 

we have over a large p o r t i o n of Lea County, and i t i s 

generated along the cross-section which has been marked on 

the previous two maps. 

Q. I f we want t o f i n d where each w e l l i s w i t h i n the 

v e r t i c a l p r o f i l e , t here i s a w e l l number associated w i t h 

t h a t w e l l ? 

A. Yes, the w e l l s are marked a t the top of t h i s 

s e c t i o n , and they are i n d i c a t e d by e i t h e r dashed or s o l i d 

black l i n e s extending down through t h i s s e c t i o n , and the 

t o t a l depth of the w e l l s are marked by a black c i r c l e . 

Q. S t a r t i n g w i t h the 2 6 w e l l , l e t ' s go down 

v e r t i c a l l y from the shallowest depths u n t i l we reach the — 

i t looks l i k e a purple l i n e t o me — the f i r s t shaded 

h o r i z o n t a l colored l i n e ? 

A. Yes. 

Q. What does t h a t represent? 

STEVEN T. BRENNER, CCR 
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A. That i s my i n t e r p r e t a t i o n of the top of the 

Strawn. 

Q. How does t h a t l i n e r e l a t e t o E x h i b i t Map Number 

2? 

A. That i s the exact p i c k t h a t t h e map i n E x h i b i t 2 

was made from, and i t i s an unconformity surface. You can 

see i f you look from the l e f t t o the r i g h t t h a t t h e 

i n t e r v a l mapped by these horizons does t h i n from t h e l e f t 

t o the r i g h t . 

Q. Continue down the l i n e of i n f o r m a t i o n f o r the 

Number 26 w e l l , and you have a h o r i z o n t a l green l i n e . What 

does t h a t represent? 

A. That i s my i n t e r p r e t a t i o n of where the top of the 

pay zone f o r t h i s Strawn pool i s . 

Q. And then the next l i n e down i s the red l i n e . 

What does t h a t represent? 

A. The red l i n e i s what I have i n t e r p r e t e d and 

b e l i e v e t o be the base of the r e s e r v o i r zone. 

Q. And then f i n a l l y the yellow h o r i z o n t a l l i n e . 

A. The yellow h o r i z o n t a l l i n e i s the top of the 

Devonian, and you can see between the Number 26 and the 

Number 1 w e l l t h a t t h e r e i s a f a u l t i n t e r p r e t e d on t h a t 

l i n e . 

Q. I n your op i n i o n , i s the q u a l i t y of the data 

s u f f i c i e n t t o allow you t o make t h i s i n t e r p r e t a t i o n ? 
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A. Yes, i t ' s c l e a r l y shown on t h i s l i n e and many 

other l i n e s throughout the survey, you can c l e a r l y map t h i s 

f a u l t . 

Q. Let's go t o the l e f t and f i n d the nearest w e l l 

t h a t c u r r e n t l y i s i n the South Cass Pool. I t ' s t h e Hardy 

3 6-1 w e l l . When you read down on t h a t data p o i n t , you f i n d 

the same i n f o r m a t i o n as you found f o r the 2 6 i n terms of 

f i n d i n g these markers t h a t are connected w i t h the c o l o r 

code? 

A. The same horizons e x i s t i n the 36 Number 1 w e l l , 

yes. 

Q. Between the two w e l l s i s a v e r t i c a l l y o r i e n t e d 

l i n e i n yellow. What does t h a t represent? 

A. That represents the f a u l t t h a t separates the 

Number 1 w e l l from the 2 6 w e l l . 

Q. And what t e l l s you on t h i s i l l u s t r a t i o n t h a t t h a t 

f a u l t i s s u f f i c i e n t enough t o displ a c e the producing Strawn 

horizons i n the 2 6 w e l l from the other w e l l s c u r r e n t l y i n 

the South Cass Pool? 

A. Looking a t the l e f t side of the f a u l t , you can 

see the green and the red horizons picked, which are the 

top and the base of the pay zone. And also on the r i g h t 

side of the f a u l t you can see the green and the red 

horizons. And there i s s u f f i c i e n t s eparation or throw 

across t h a t f a u l t t o completely separate what I b e l i e v e t o 
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be the producing zone. 

Q. Let's t u r n t o your l a s t d i s p l a y . I f y o u ' l l set 

Number 4 aside, l e t ' s look a t E x h i b i t 5. I d e n t i f y E x h i b i t 

5 f o r us. 

A. E x h i b i t 5 i s a geologic c r o s s - s e c t i o n going 

through the f i v e w e l l s which we've already looked a t on the 

seismic l i n e and as marked on the previous two maps. 

Q. Take us, i n the 3 6-2 6, the discovery w e l l on the 

f a r r i g h t , s t a r t i n g a t the top, lead us down through the 

c o l o r code so we know what you're saying w i t h t h i s 

i l l u s t r a t i o n . 

A. Okay. I n the legend we have the Strawn 

limestones, which are clean limestones marked i n the pale 

blue c o l o r . Strawn dolomite i s marked i n the p u r p l e 

c o l o r s . And s l i g h t l y d i r t i e r limestones, shaly limestones, 

are i n the brown c o l o r s . 

I n the l i t h o l o g y column of a l l the w e l l s , the 

limestone i s f i l l e d t o be a l i t t l e b r i g h t e r blue. 

Q. On the f a r r i g h t scale on t h i s l o g t h e r e i s an 

area shaded i n yellow. What does t h a t represent? 

A. That represents the p o r o s i t y zone. That's from 

t h e neutron l o g , and any p o r o s i t y g r e a t e r than f o u r percent 

i s h i g h l i g h t e d i n the yellow c o l o r . 

Q. What c r i t e r i a have you sele c t e d t o show you the 

pr o d u c t i v e i n t e r v a l w i t h i n the Strawn pay f o r t h i s w e l l ? 
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A. On t h i s w e l l , t o the r i g h t of t h e gamma-ray 

curve, which i s the l e f t p o r t i o n of the l o g curve, t h e r e 

are some black bars. There's about an e i g h t - f o o t bar near 

the top of the w e l l . That i s open and producing. But the 

major pay zone i s deeper down. I t ' s a 4 6-foot i n t e r v a l 

through t h a t l a r g e dolomite which i s shown on the l o g . 

Q. As we move t o the l e f t and p i c k up t h e 36-1 w e l l , 

which i s the nearest w e l l i n the South Cass Pool, describe 

f o r us the d i f f e r e n c e s you see between the Hardy 3 6-26 and 

the w e l l I've j u s t i d e n t i f i e d . 

A. The major d i f f e r e n c e i s t h a t the l a r g e dolomite 

t h a t was encountered i n the Hardy 3 6-2 6 w e l l i s not present 

i n the Hardy 3 6 Number 1 w e l l . 

Q. And as you continue t o the l e f t on the cross-

s e c t i o n , describe f o r us what i s the conventional producing 

Strawn zones i n those w e l l s . 

A. They are also marked by the black bars, which 

show the top and base of a l l the p e r f ' d zones i n the w e l l s , 

and you w i l l see t h a t those w e l l s are a l l p e r f o r a t e d w i t h i n 

c lean limestones. 

Q. Summarize f o r us, then, using t h i s d i s p l a y , the 

major p o i n t s t h a t you have concluded g e o l o g i c a l l y t h a t 

separate out the Hardy 3 6-2 6 w e l l from the other Strawn 

w e l l s i n t h i s area. 

A. The l i t h o l o g y i s d i f f e r e n t f o r the major pay zone 
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i n t h e Hardy 36-26 from the other w e l l s on t h e cross-

s e c t i o n . The f a u l t — There's c l e a r f a u l t s e p a r a t i o n 

between the two w e l l s . I t ' s f o r m - l i n e d i n on the 

s t r u c t u r a l cross-section here, but i t ' s c l e a r l y evident on 

the seismic l i n e . 

And the s t r a t i g r a p h i c zone, as we saw i n E x h i b i t 

3, the major pay zone, which i s t h a t dolomite, does not 

extend i n t o the Number 1 w e l l . 

Q. When we look a t the size and shape of the Hardy 

State 36-26 Pool, i s there any s t r u c t u r a l r e l a t i o n s h i p t h a t 

e x i s t s i n t h a t pool t o cause you t o b e l i e v e t h a t t h e r e i s 

an o r i g i n a l gas cap i n t h a t pool? 

A. No. 

Q. I t would appear t o be a t y p i c a l Strawn o i l pool 

t h a t doesn't have a s t r u c t u r a l component t o g i v e you 

downstructure o i l w e l l s t h a t have water and u p s t r u c t u r e o i l 

w e l l s t h a t have gas? I t ' s not t h a t k i n d of creature? 

A. No. 

Q. I s the r e any water p r o d u c t i o n associated w i t h 

these wells? 

A. None t o date. 

Q. Do you see any i n d i c a t i o n of a water column or a 

water l e g t o the r e s e r v o i r ? 

A. Not — No, we don't. 

Q. Based upon your geologic and g e o p h y s i c i s t 
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pe r s p e c t i v e , do you see any reason not t o approve t h e 

A p p l i c a t i o n as requested by Conoco? 

A. No, I do not. 

MR. KELLAHIN: That concludes my examination of 

Mr. Huck. 

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

through 5. 

EXAMINER CATANACH: E x h i b i t s 1 through 5 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Huck, you mentioned there were two other 

w e l l s i n t h a t s e c t i o n t h a t penetrated the Strawn? 

A. That i s t r u e , i n Section 36, yes. 

Q. And where are those located? 

A. I f — Yes, the map you're l o o k i n g a t now, the 

s t r a t i g r a p h i c zone map, i n p r o r a t i o n u n i t E t h e r e i s the 

Number 7 w e l l , i s located t h e r e . 

Q. I s t h a t the one t h a t 10-8-90 by the side of i t ? 

A. Yes, i t i s . 

Q. Okay. 

A. Yes, i t i s . And the other one i s probably i n 

p r o r a t i o n u n i t N t o the south. I t ' s Number 15. I t ' s got a 

depth of 10,340. 

Q. Okay, those w e l l s penetrated the Strawn but have 
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not been completed? 

A. Yes, the Number 15 w e l l , the one t o the south, i s 

producing from the McKee, and at some p o i n t we do i n t e n d t o 

recomplete t h a t w e l l t o the Strawn. 

Q. And the Number 7 well? 

A. The Number 7 w e l l , i t had no pay w i t h i n t he 

Strawn i n t e r v a l . 

Q. You d i d n ' t do a cros s - s e c t i o n from the South Cass 

up t o the Number 7 w e l l , d i d you? 

A. I have done t h a t . I do not have t h a t w i t h me. 

I t c l e a r l y shows t h a t i t i s downfaulted from t h e w e l l s — 

the 21 w e l l and the 1 w e l l , which are the other w e l l s i n 

Section 3 6 i n the South Cass Pool. 

Q. I t d i d show t h a t there's a f a u l t there? 

A. Yes. And there i s a f a u l t i n t e r p r e t e d on t h i s 

l o g t o o . 

Q. Have you been able t o i d e n t i f y the e x t e n t of the 

Strawn s t r u c t u r e i n t h a t northeast quarter? 

A. Which northeast quarter? 

Q. The one where the Number 2 6 w e l l i s located? 

A. Yes, I b e l i e v e t h a t the c o l o r on the 

s t r a t i g r a p h i c map towards the n o r t h , up i n t o Section 2 5 and 

2 6 and also i n t o 30, s e i s m i c a l l y maps out t o be the same 

po o l . The 26 w e l l i s the only p e n e t r a t i o n i n t h a t pool a t 

the moment. 
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Q. Okay, but a l l of t h a t — you f e e l l i k e i t a l l i s 

connected, i t ' s the same? 

A. At t h i s p o i n t i n time, based on seismic 

i n t e r p r e t a t i o n , yes. 

Q. So you've got some p o t e n t i a l t o d r i l l some 

a d d i t i o n a l w e l l s up there? 

A. That i s our i n t e n t i o n . 

Q. On t h a t same e x h i b i t , what are those y e l l o w 

l i n e s ? 

A. Oh, okay, the yellow l i n e s represent the Conoco 

acreage. The Section 36 i s o u t l i n e d i n yellow. We own 

t h a t a hundred percent. The s t r i p e d yellow l i n e s represent 

p a r t n e r s h i p acreage. 

So a s e c t i o n — Like i n Section 34, there ' s no 

yel l o w c o l o r . We do not own an i n t e r e s t i n t h a t s e c t i o n . 

Q. Okay. Are there any a d d i t i o n a l w e l l s planned a t 

t h i s p o int? 

A. We have an outstanding AFE t o our p a r t n e r s f o r a 

w e l l l o c a t e d i n Section 30. I be l i e v e i t i s i n p r o r a t i o n 

u n i t L. 

Q. From your data, can you q u a n t i f y the distance i n 

the f a u l t separation there between these two areas? 

A. From the seismic and the v e l o c i t i e s d e r i v e d from 

the seismic, yes, we can make an estimate of how much throw 

we t h i n k i s across t h a t f a u l t . 
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Q. Have you done that? 

A. Yes, I t h i n k there's probably 80 t o 100 f e e t of 

throw across t h a t f a u l t , at the zone — or the depth 

i n t e r v a l of the pay zone. 

Q. Okay, and the Number 2 6 w e l l would be on the 

downthrown side of t h a t f a u l t ? 

A. That•s c o r r e c t . 

Q. W i l l the presence of t h a t f a u l t — What would 

e x p l a i n the d i f f e r e n c e s i n l i t h o l o g y i n those two areas? 

Would t h a t be — 

A. I f you look a t the geologic c r o s s - s e c t i o n , 

beginning from the l e f t and l o o k i n g a t the lower t h i c k 

limestone, i t ' s located between shaly limestone A and shaly 

limestone B. 

You can see o f f on the western f l a n k i t ' s f a i r l y 

u n i form i n thickness, and then i t t h i n s a t the 1 l o c a t i o n 

and i s q u i t e t h i n a t the 2 6 l o c a t i o n . I t h i n k you've had 

some r e a c t i v a t i o n of t h a t f a u l t about the time of 

d e p o s i t i o n . I t h i n k some of your carbonate mounds have 

moved around where they developed. And I t h i n k as the 

f a u l t moved down, you had more d e p o s i t i o n w i t h i n the zone 

marked between shaly limestone B and C, and t h a t has been 

leached t o become dolomite. 

Q. The upper dolomite s e c t i o n i n your 26 w e l l , i s 

t h a t nonproductive? 
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A. Yes, i t i s nonproductive i n t h a t w e l l ? 

Q. I s t h a t t i g h t or — 

A. Yes, i t i s t i g h t . 

Q. Okay. That same zone i s being produced i n the 

Number 1 w e l l , though; i s t h a t c o r r e c t ? 

A. Yes, according t o our c o r r e l a t i o n between those 

two w e l l s . 

Q. What you've got mapped as f a r as the — I guess 

on your E x h i b i t Number 3 you've got the easternmost p o i n t 

of t h a t f a u l t . I s t h a t your i n t e r p r e t a t i o n of t h a t , t h a t 

t h a t 1 s the easternmost — 

A. The easternmost point? With the r e s o l u t i o n of 

the seismic data, I only map i t where i t i s c l e a r l y seen. 

I do b e l i e v e t h a t below the seismic r e s o l u t i o n , t h a t i t 

extends f u r t h e r east and moves a l i t t l e n o r t h . 

The c o l o r — the l i n e a r c o l o r going through the 

21 w e l l , the — so r r y , i n the Number 1 w e l l , continues o f f 

east and t u r n s a l i t t l e n o r t h , I t h i n k t h a t i s a l l on the 

upper — upthrown side of t h a t f a u l t . But I can't map t h a t 

f a u l t f u r t h e r than what's i n d i c a t e d on t h i s map here. But 

on the depth map you can see some evidence of change i n the 

contours t o i n d i c a t e t h a t there i s some small evidence of 

f a u l t i n g — 

Q. Okay. 

A. — through there. 
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1 Q. That p o r t i o n of the Strawn r e s e r v o i r t h a t ' s east 

2 of the Number 1 w e l l , t h a t continues t o the east t h e r e , i s 

3 t h a t p r o d u c t i v e i n your opinion? 

4 A. Yes — 

5 Q. I t i s productive? 

6 A. — i n my opinion, I be l i e v e — Yes. And we have 

7 plans t o d r i l l another w e l l . I t ' s included i n our 

8 development plan. 

9 Q. But you bel i e v e t h a t whole area i s not connected 

10 t o the 26 well? 

11 A. Yes. 

12 EXAMINER CATANACH: I have no t h i n g f u r t h e r . 

13 MR. CARROLL: I've got a couple questions. 

14 THE WITNESS: Okay. 

15 EXAMINATION 

16 BY MR. CARROLL: 

17 Q. Mr. Huck, on E x h i b i t 4, on the Hardy 3 6 State 

18 Number 1, the dolomite i s represented by the blue? 

19 A. Well, the seismic i s not — does not have the 

20 r e s o l u t i o n t o d i s t i n c t i v e l y show you the d e t a i l t h a t ' s 

21 shown on the geologic cross-section. I b e l i e v e t h a t the 

22 major pay zone i s represented by the blue on the seismic 

23 l i n e . They're t r y i n g t o j u s t — 

24 Q. And the green i s the top and the red i s the — 

25 A. — base. 
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Q. — bottom of the pay zone? 

A. Yes. 

Q. So t h a t blue would be the dolomite, represented 

by the p i n k on E x h i b i t 5? 

A. I t h i n k i n the blue on the seismic l i n e there's 

more than j u s t the dolomite shown. I t h i n k what's shown i n 

the blue i s most of the s e c t i o n colored on the geologic 

c r o s s - s e c t i o n . The r e s o l u t i o n of the seismic i s not going 

t o a l l o w you t o see 10-foot dolomite i n the Number 1 w e l l . 

MR. CARROLL: A l l r i g h t , t h a t ' s a l l I have. 

EXAMINER CATANACH: Okay, the witness may be 

excused. 

MR. KELLAHIN: There's a foll o w - u p question I 

need t o ask about the w e l l - l o c a t i o n request. 

FURTHER EXAMINATION 

BY MR. KELLAHIN: 

Q. Conoco had proposed 660-footage outer-bound 

setbacks i n the spacing u n i t s and 10-foot i n t e r i o r 

setbacks? 

A. Yes. 

Q. I s there a geologic reason t o have t h a t type of 

f l e x i b i l i t y w i t h i n a spacing u n i t ? 

A. Yes, there i s . 

Q. I f so, describe f o r us how. 

A. Okay, on E x h i b i t 3, which i s a s t r a t i g r a p h i c zone 
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1 map, I b e l i e v e t h a t d r i l l i n g w e l l s i n the yellow-to-green 

2 p o r t i o n s of t h a t map w i l l encounter t h i c k e r r e s e r v o i r s , and 

3 t h e c u r r e n t spacing requirements would not all o w some of 

4 those l o c a t i o n s t o be d r i l l e d i n the best p o s i t i o n . 

5 Q. So you e i t h e r have t o f i l e a d m i n i s t r a t i v e 

6 a p p l i c a t i o n s f o r unorthodox l o c a t i o n s i n order t o crowd 

7 what i s now an i n t e r i o r l i n e ? 

8 A. That i s t r u e , yes. 

9 Q. And i f i t ' s relaxed t o 10 f e e t , then those 

10 a p p l i c a t i o n s would not have t o be f i l e d ? 

11 A. That's t r u e . 

12 MR. KELLAHIN: I have nothing e l s e . 

13 EXAMINER CATANACH: Okay. 

14 MR. KELLAHIN: Mr. Catanach, our next witness i s 

15 Mr. Joe M i l l e r . Mr. M i l l e r i s a r e s e r v o i r engineer. He 

16 r e s i d e s i n Midland, Texas. 

17 JOSEPH A. MILLER. 

18 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 

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

2 0 DIRECT EXAMINATION 

21 BY MR. KELLAHIN: 

2 2 Q. For the record, s i r , would you please s t a t e your 

2 3 name and occupation? 

24 A. My name i s Joseph A. M i l l e r , and I'm a r e s e r v o i r 

25 engineer w i t h Conoco. 
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Q. On prior occasions, have you testified before the 

D i v i s i o n and q u a l i f i e d as a r e s e r v o i r engineer? 

A. Yes, I have. 

Q. Pursuant t o your employment by Conoco, have you 

made a r e s e r v o i r engineering study of the discovery w e l l 

we've c a l l e d the Hardy 26? 

A. Yes. Yes, I have done t h a t . 

Q. I n a d d i t i o n , have you done other work t o s a t i s f y 

you as an engineer t h a t t h a t w e l l i s producing i n a new 

r e s e r v o i r t h a t ' s not c u r r e n t l y being produced? 

A. Yes, I b e l i e v e t h a t ' s so. 

Q. Let's s t a r t w i t h your major conclusions, then. 

Are you able t o reach conclusions about the se p a r a t i o n 

between t h i s w e l l and other w e l l s i n the Strawn? 

A. Yes, w i t h the r e s e r v o i r and p r o d u c t i o n 

c h a r a c t e r i s t i c s , they support the geologic evidence t h a t 

the pools are separate and act independently of one 

another. 

Q. I n a d d i t i o n , were you able t o reach engineering 

conclusions concerning an appropriate s i z e spacing u n i t and 

an a p p r o p r i a t e maximum o i l allowable? 

A. Yes, I was. From the pressure b u i l d u p 

i n f o r m a t i o n and PVT i n f o r m a t i o n we c o l l e c t e d , I am 

c o n f i d e n t t h a t 160 acres i s the a p p r o p r i a t e spacing, and 

also from production t e s t i n g over a f u l l year o f p r o d u c t i o n 
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h i s t o r y , t h a t 600 b a r r e l s a day allowable i s a p p r o p r i a t e 

f o r t h i s p ool. 

MR. KELLAHIN: Mr. Examiner, I tender Mr. M i l l e r 

as an expert witness. 

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

Q. (By Mr. K e l l a h i n ) Let's t a l k about the d i s p l a y s 

t h a t i l l u s t r a t e your major conclusions, Mr. M i l l e r . Let's 

s t a r t w i t h the f i r s t one. What type of data d i d you 

u t i l i z e t o s a t i s f y y o u r s e l f t h a t the Hardy 2 6 w e l l i s 

separated from those w e l l s producing i n the South Cass-

Strawn Pool? 

A. A combination of a pressure-buildup, extended 

pressure-buildup t e s t , PVT data which I used f o r some 

material-balance s i m u l a t i o n , and the p r o d u c t i o n h i s t o r y of 

the w e l l . 

Q. When we look at E x h i b i t 6, are we l o o k i n g a t your 

summary e x h i b i t t h a t shows the d i f f e r e n c e s between th e 

discovery w e l l and the e x i s t i n g wells? 

A. Yes. 

Q. Lead us through your major conclusions, s t a r t i n g 

w i t h the pressure buildup a n a l y s i s . 

A. Okay, the pressure buildup a n a l y s i s r e s u l t s — I 

ran a pressure buildup on both the Hardy 3 6-2 6 and the 

Hardy 3 6 State Number 1 wellbores a t about the same date, 

one day apart. Both were done e a r l y i n the l i f e of the new 
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completions. 

The durations of the buildup were what we 

consider extended buildups, seven days f o r the Number 2 6 

and about 16 days f o r the Hardy 36 State Number 1. 

And the conclusion i s t h a t the r e s e r v o i r pressure 

i s — t h a t the pools are i s o l a t e d , the r e s e r v o i r pressures 

were s i g n i f i c a n t l y d i f f e r e n t , and i t shows some form of 

boundary. 

Also, the pressure buildup i n d i c a t e s t h a t t he 

fl o w c a p a c i t y of the two pools — or the two wellbores — 

i s q u i t e d i f f e r e n t , w i t h the Hardy 3 6 State Number 26 being 

a much more p r o l i f i c capacity t o flow . 

Q. At t h i s depth, what would you expect t o be v i r g i n 

pressure of a discovery w e l l i n the Strawn? 

A. I t should be 3 3 00 p . s . i . This r e s e r v o i r pressure 

of 2808 was taken a f t e r 30,000 b a r r e l s of o i l was produced 

i n the f i r s t 3 4 days. 

Q. Had there been communication w i t h the e x i s t i n g 

w e l l s i n the South Cass Strawn, you would be s u r p r i s e d t o 

see the pressure i n the 26 as high as i t was? 

A. Can you ask t h a t — 

Q. Yes, s i r . When you look a t the pressure, i s t h a t 

enough d i f f e r e n c e t o s a t i s f y you of separation? 

A. Yes, i t i s . 

Q. Let's look a t the producing c h a r a c t e r i s t i c s . Are 
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t h e r e any c h a r a c t e r i s t i c s of produc t i o n t h a t separate out 

the 26 w e l l from the other w e l l s i n the South Cass Pool? 

A. Yes, there are several. F i r s t o f f , t h i s i s j u s t 

the e l e v a t i o n of the top of the Strawn, showing t h a t t h e r e 

i s not — At the top of the Strawn th e r e i s not a l a r g e 

s t r u c t u r a l change. S t a b i l i z e d i n i t i a l producing GOR f o r 

the Number 26 w e l l was only 980 standard cubic f e e t per 

b a r r e l , whereas i n the Hardy 36 State Number 1, i t was 

n e a r l y t w i c e t h a t . 

The c u r r e n t producing GOR i s also s i g n i f i c a n t l y 

d i f f e r e n t , w i t h about the same range, the Number 2 6 w e l l 

producing below 1000 and the Number 1 w e l l producing above 

2000. 

A d d i t i o n a l evidence, or d i f f e r e n c e s , i s the API 

g r a v i t y of the two crudes, 40 degrees versus 43.6 i s f a i r l y 

s i g n i f i c a n t . Also, the flo w capacity i s l i s t e d , not only 

on the peak production r a t e obtained on the Hardy 3 6 Number 

26 of 1570 b a r r e l s of o i l per day, versus the 316 b a r r e l s a 

day from the Number 1. Gas production i s also s i m i l a r . 

And also a t c u r r e n t production r a t e s , we s t i l l 

have the Number 2 6 r e s t r i c t e d a t about a 600-barrel-a-day 

t e s t r a t e . The Number 1 i s on a very steep d e c l i n e , 

producing a t about 2 0 b a r r e l s a day on pump. 

Q. Are the production c h a r a c t e r i s t i c s of the 3 6 

State 1 w e l l , which i s i n the South Cass Pool, are those 
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t y p i c a l of the other — what do you have? Three more w e l l s 

i n t h a t pool s t i l l producing? 

A. Yes. 

Q. How does t h a t w e l l compare t o the other three? 

A. The Hardy 3 6 State Number 1 i s one of t h e poorer 

producers of the f o u r , although a l l f o u r w e l l s are — you 

could not d r i l l commercial w e l l s f o r those f o u r w e l l s . 

They are poorer producers, e s p e c i a l l y compared t o the 

Number 2 6 w e l l . 

Q. What k i n d of range of o i l p r o d u c t i o n on a d a i l y 

basis do you get from the other t h r e e wells? 

A. The other w e l l s produce between 20 and 40 b a r r e l s 

of o i l a day. 

Q. Let's t u r n t o E x h i b i t 7 and have you i d e n t i f y 

t h i s d i s p l a y . What are we lo o k i n g a t here? 

A. This i s a summary of the basic w e l l and r e s e r v o i r 

data f o r the discovery w e l l , the Number 2 6 w e l l . The 

r e s e r v o i r data c o l l e c t e d f o r c h a r a c t e r i z a t i o n i n c l u d e d both 

t h e pressure buildup and PVT data from downhole sampling. 

The combination of t h i s data, the p r o d u c t i o n data 

and a m a t e r i a l balance s i m u l a t i o n t e l l s us what type of 

d r i v e t h i s r e s e r v o i r i s . 

Q. And what conclusion have you reached? 

A. We b e l i e v e t h i s 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 . 
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Q. When we look a t E x h i b i t 8, what are we seeing on 

E x h i b i t 8? 

A. E x h i b i t 8 i s a summary of the p r o d u c t i o n data and 

a b u i l d u p a n a l y s i s . This e x h i b i t shows the e x c e l l e n t — 

the f l o w capacity of the w e l l , not only under i n i t i a l 

t e s t i n g but also today. And also i s a summary of the 

modeling r e s u l t s of the pressure b u i l d u p , which supports 

the 160-acre spacing as appropriate f o r t h i s p o o l . 

Q. When you look a t the Roman numeral I I e n t r y on 

t h i s e x h i b i t — i t says "Pressure Build-Up A n a l y s i s 

Results" — read down, the l a s t e n t r y deals w i t h a drainage 

area. You have c a l c u l a t e d f o r t h i s p a r t i c u l a r w e l l a 

drainage area of 190 acres? 

A. Yes. 

Q. How d i d you do that ? 

A. The pressure buildup a n a l y s i s , the model used was 

a type-curve a n a l y s i s , and the i n i t i a l and boundary 

c o n d i t i o n s f o r the model were modeled as a heterogeneous 

n a t u r a l l y - f r a c t u r e d system w i t h negative s k i n , and a closed 

r e c t a n g u l a r boundary w i t h the dimensions of 1800 f e e t by 

4600 f e e t . That 1800 by 4600 i s 190 acres. 

Q. Let's look a t your E x h i b i t 9, your boundary 

i l l u s t r a t i o n , and summarize f o r us what you're doing here 

f o r the Examiner. What's happening i n the top p a r t of the 

disp l a y ? 
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A. Okay, t h i s i s a type-curve a n a l y s i s o f f t h e 

b u i l d u p . I t ' s a g r a p h i c a l r e p r e s e n t a t i o n of the 

t h e o r e t i c a l s o l u t i o n s of the r a d i a l - f l o w equations, and 

w i t h s p e c i f i c i n i t i a l and boundary c o n d i t i o n s . Each curve, 

w i t h d i f f e r e n t c o n d i t i o n s , has a d i f f e r e n t shape and slope. 

The a c t u a l data t h a t we read from our p r o d u c t i o n 

b u i l d u p i s p l o t t e d as squares. This i s change i n pressure 

versus change i n time. There's also a d e r i v a t i v e curve, 

the change i n pressure w i t h respect t o time versus time. 

The a c t u a l data i s p l o t t e d as a square. The 

d e r i v a t i v e of t h a t data i s a c i r c l e . And then our b e s t - f i t 

l i n e are placed through the raw data. 

Q. What's the methodology used t o determine your 

u l t i m a t e conclusion t h a t i t has a b e s t - f i t r e c t a n g u l a r 

drainage area w i t h i n a s i z e of approximately 190 acres? 

A. Yeah, each f a m i l y of curves has a d i f f e r e n t shape 

and slope, and our best f i t of the data i n d i c a t e s a 

r e c t a n g u l a r drainage area, and w i t h these dimensions, a 

p e r m e a b i l i t y and t h i s given s k i n f a c t o r . 

Q. I f we s i z e t h i s r e s e r v o i r a t less than 160 acres, 

then there's an o p p o r t u n i t y here t o d r i l l unnecessary 

w e l l s , would there not be? 

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

Q. A l l r i g h t , l e t ' s t u r n t o E x h i b i t Number 10. 

I d e n t i f y and describe t h i s d i s p l a y . 
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A. This i s simply a produc t i o n graph of o i l , gas and 

GOR versus time. 

The important conclusions from t h i s graph i s t h a t 

i n general, over a f u l l year's worth of p r o d u c t i o n , our GOR 

has not s u b s t a n t i a l l y increased. I t i s b a s i c a l l y a f l a t 

GOR curve. But w i t h i n the general nature of t h i s curve, 

each time we increase our o i l - p r o d u c t i o n r a t e , we w i l l 

a c t u a l l y see a decrease i n the producing GOR. 

Q. When you made your comparison of the producing 

o i l - g a s r a t i o s between the Cass Pool and the discovery 

w e l l , you saw a s u b s t a n t i a l d i f f e r e n c e , d i d you not? 

A. Yes, about double. 

Q. When we look a t i n f o r m a t i o n on E x h i b i t 10, show 

us on t h i s d i s p l a y what you've described t o be the d e s i r e 

of t h i s w e l l t o produce more e f f i c i e n t l y a t r a t e s above 

what would otherwise be the 427-barrel-a-day a l l o w a b l e f o r 

160-acre spacing. 

A. Yes, you can see t h a t i n May of 1998, August of 

1998 and also November of 1998, t h a t as we were doing some 

t e s t i n g of the w e l l t o t r y t o f i n d the most e f f i c i e n t 

producing GOR, a t those three times when we increased the 

r a t e over a month, we got a decrease i n producing GOR. 

Q. Turn t o E x h i b i t 11 and i d e n t i f y t h i s d i s p l a y . 

A. This d i s p l a y i s t a k i n g a l l — This i s a graph of 

d a i l y o i l r a t e versus producing GOR, using a l l the t e s t 
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data t h a t we have, a f u l l year's worth of t e s t data. And 

i t i n d i c a t e s t h a t the producing GOR i s lower a t t h e higher 

p r o d u c t i o n r a t e s . 

Q. Let's t u r n t o a s p e c i f i c p l o t of the t e s t data. 

I f y o u ' l l t u r n t o E x h i b i t 12, what are we seeing here? 

A. This i s the same data t h a t we have been p l o t t i n g . 

This i s a t a b u l a r t a b u l a t i o n of a l l the p r o d u c t i o n data f o r 

the discovery w e l l . 

Q. For the production shown f o r t h i s w e l l , you've 

been o p e r a t i n g under the requirements f o r 187 b a r r e l s a day 

f o r 40-acre o i l spacing? 

A. That's c o r r e c t , even though these t e s t r a t e s are 

higher, the monthly allowable of 187 b a r r e l s a day, we 

produce the w e l l a t around 600 b a r r e l s a day f o r the f i r s t 

t e n days of the month, and then shut the w e l l i n because 

we've made our allowable f o r the month. 

Q. Okay, have you received permission from the 

D i s t r i c t O f f i c e t o run various t e s t s ? 

A. Yes, we have. 

Q. Let's look a t some of the data p o i n t s . Are the r e 

places i n the data sheet where you can demonstrate where 

you've t r i e d t o r e s t r i c t t h i s w e l l t o 427 b a r r e l s a day t o 

see what would happen? 

A. Yes, there i s . 

Q. Where would we f i n d those? 
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A. I have noted those places w i t h an a s t e r i s k on 

t h i s f i r s t sheet, E x h i b i t 12. Under i n i t i a l completion we 

attempted t o go t o 10/64 choke t o produce a t lower r a t e s . 

The w e l l loaded up and would not f l o w . We opened i t up t o 

a 14/64-inch choke and i t i n i t i a t e d f l o w again. 

Q. Then we can see from your producing GOR and some 

of the other t e s t i n g p l o t s t h a t a maximum a l l o w a b l e of 600 

b a r r e l s a day i s a r a t e t h a t allows you t o produce t h i s 

w e l l a t i t s most e f f i c i e n t ? 

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

Q. The f i n a l d i s p l a y , E x h i b i t Number 13, i s what, 

Mr. M i l l e r ? 

A. The f i n a l e x h i b i t i s j u s t the Rule 505.A depth 

bracket allowables, i n d i c a t i n g t h a t a t our depth of 7000 t o 

7999 f e e t , we — under 160 acres would be producing 427 

b a r r e l s of o i l per day. 

Q. And you've also c a l c u l a t e d the discovery o i l 

allowable? 

A. Yes, the o i l discovery allowable under 509.A and 

509.F would be an a d d i t i o n a l 52 b a r r e l s of o i l per day. 

Q. I n your o p i n i o n , Mr. M i l l e r , would approval of 

t h i s A p p l i c a t i o n be i n the best i n t e r e s t s of c onservation, 

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

A. Yes. 
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MR. KELLAHIN: That concludes my examination of 

Mr. M i l l e r . 

We move the i n t r o d u c t i o n of h i s e x h i b i t s , which 

are numbered 6 through 13. 

EXAMINER CATANACH: E x h i b i t s 6 through 13 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. M i l l e r , I misunderstood. Are you asking f o r 

a discovery allowable i n a d d i t i o n t o the s p e c i a l allowable? 

A. Yeah, the — 

MR. KELLAHIN: We are not c e r t a i n , Mr. Examiner, 

i f t h e D i s t r i c t has already accomplished t h a t f o r us. Mr. 

C a r l i s l e had checked. He had thought they had issued the 

nomenclature i n f o r m a t i o n t o give us a new pool and a 

discovery allowable. 

When Mr. Stogner was prepa r i n g the docket he 

c a l l e d me and sa i d he was unable t o v e r i f y t h a t , so I'm not 

sure where t h a t issue stands. 

EXAMINER CATANACH: I'm a b i t confused. This 

w e l l has been producing from what pool, f o r the past year? 

MR. KELLAHIN: I assume i t ' s been t e m p o r a r i l y 

assigned t o the South Cass-Strawn Pool. I t h i n k those are 

the r u l e s we've had t o operate under. 

EXAMINER CATANACH: So the Cass-Strawn has been 
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extended? 

MR. KELLAHIN: I don't know i f they've p h y s i c a l l y 

extended i t , but because we were w i t h i n a m i l e of t h a t pool 

we've been asked t o operate under those r u l e s . And the 

D i s t r i c t has been w a i t i n g f o r us t o t e l l them we had 

s u f f i c i e n t data t o separate i t out from the South Cass 

Pool. 

EXAMINER CATANACH: Okay, I don't see — Without 

the c r e a t i o n of a new pool, I don't see how you could have 

been assigned a discovery allowable. I ' l l see i f I can — 

MR. KELLAHIN: And i t may not have happened, and 

i f so, we would l i k e t o have the discovery a l l o w a b l e 

a u t h o r i z e d . 

Q. (By Examiner Catanach) Mr. M i l l e r , i s i t too 

e a r l y t o t e l l i n the l i f e of t h i s f i e l d whether t h e 

a d d i t i o n a l w e l l s t h a t you d r i l l are going t o e x h i b i t t he 

same k i n d of producing c h a r a c t e r i s t i c s or encounter the 

same k i n d of geologic p r o p e r t i e s as t h i s w e l l ? 

A. I be l i e v e t h a t Joe Huck, the g e o l o g i s t t h a t spoke 

e a r l i e r , f e e l s t h a t we are i n the same zone, t h a t t h i n g s 

look s i m i l a r t o the n o r t h and t o the east. But from any 

a d d i t i o n a l r e s e r v o i r i n f o r m a t i o n , w i t h o u t a d d i t i o n a l w e l l 

c o n t r o l , I don't know t h a t . 

Q. Okay, the approach you took t o c a l c u l a t i n g the 

drainage area, i t was done t h a t way because you don't have 
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40 

1 a d e c l i n e on t h i s w e l l ; i s t h a t e s s e n t i a l l y why we d i d i t 

2 t h a t way? 

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

4 Q. I s t h a t w e l l c u r r e n t l y capable of producing more 

5 than 600 a day? 

6 A. Oh, yes, i t i s . At a small choke s e t t i n g of 

7 17/64 i t s t i l l w i l l produce a t around 600 b a r r e l s of o i l a 

8 day. 

9 I n f a c t , the 1570-barrel-a-day peak r a t e was 

10 s t i l l only a t a very small choke s e t t i n g and f a c i l i t y -

11 l i m i t e d . 

12 Q. So i t ' s capable of i n excess of t h a t ? 

13 A. Yes, s i r . 

14 Q. Do you f e e l l i k e we have enough data from t h i s 

15 one w e l l t o go w i t h permanent 160 spacing? 

16 A. The — I t was my understanding t h a t the o u t l i n e 

17 of the new pool t h a t we are t r y i n g t o create i s o n l y the 60 

18 f o r the Number 26 w e l l . 

19 MR. KELLAHIN: I don't t h i n k you — You're not 

20 answering the question asked. The question i s whether he 

21 should make t h i s temporary f o r a p e r i o d of time, or i s 

22 t h e r e enough data t o e s t a b l i s h permanent r u l e s f o r your 

23 discovery well? 

24 THE WITNESS: I f e e l i t would be more a p p r o p r i a t e 

25 t o go w i t h the temporary period of time, i n the 18-months 
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t o two-year p e r i o d . 

Q. (By Examiner Catanach) I s the r e any way of 

t e l l i n g a t t h i s p o i n t whether t h i s w e l l i n t h a t time p e r i o d 

might s t a r t d e c l i n i n g t o a p o i n t where you could determine 

something t h a t way? 

A. Yes, the volumetric estimate f o r reserves and the 

m a t e r i a l balance estimate f o r reserves both come up w i t h 

about the same reserve number. 

With the production r a t e a t over 600 b a r r e l s of 

o i l per day, we should see t h i s w e l l go on d e c l i n e p r i o r t o 

t h a t two-year — t o a two-year p e r i o d . 

Q. What number do your volumetrics come up with? 

A. Our volumetrics are around i n the h a l f - a - m i l l i o n -

b a r r e l range. The m a t e r i a l balance i s s l i g h t l y l e ss than 

t h a t f o r t h i s w e l l . 

Q. Have you estimated how much of t h a t may be 

recoverable? 

A. My estimate i s a 2 0- t o 25-percent recovery 

f a c t o r . 

Q. Was the i n i t i a l r e s e r v o i r pressure i n t h e South 

Cass, was t h a t a t 3300? 

A. I t also was a t 3300. 

Q. And so you would have expected t h i s t o come i n a t 

3300, something s i m i l a r t o t h a t , r i g h t ? 

A. Yes. 
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Q. But you d i d produce 30,000 b a r r e l s of o i l before 

you d i d t h i s b uildup t e s t ? 

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

Q. Cumulative production from the 2 6 w e l l i s 12 

b a r r e l s of water? 

A. That's c o r r e c t , and t h a t i s most l i k e l y load 

water from an ac i d s t i m u l a t i o n . That cum i s als o onl y 

through March 26th of 1999. The a d d i t i o n a l t a b u l a r data i s 

up through May 10th. 

Q. I f you get the a d d i t i o n a l 51- or 52 - b a r r e l 

discovery allowable, i s t h a t going t o change your o p i n i o n 

on the best e f f i c i e n t r a t e t o produce t h i s r e s e r v o i r ? You 

would then have an allowable of 650. I s t h a t going t o make 

a d i f f e r e n c e ? 

A. No, t h a t i s s t i l l w i t h i n the range I t h i n k i s the 

most e f f i c i e n t way t o produce t h i s w e l l . We l i k e l y would 

produce the w e l l a t 652 b a r r e l s a day, t h a t range. 

EXAMINER CATANACH: I have not h i n g f u r t h e r , Mr. 

K e l l a h i n . 

MR. KELLAHIN: Mr. Examiner, E x h i b i t 14 i s our 

c e r t i f i c a t e of n o t i c e t o the s i x operators of w e l l s w i t h i n 

a m i l e of the proposed pool. To the best of my knowledge, 

there's no o b j e c t i o n . We would move the i n t r o d u c t i o n of 

E x h i b i t 14. 

EXAMINER CATANACH: E x h i b i t 14 w i l l be admitted 
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Anything f u r t h e r ? 

MR. KELLAHIN: No, s i r . 

EXAMINER CATANACH: A l l r i g h t , t h e r e being 

no t h i n g f u r t h e r , Case 12,182 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded 

11:16. a.m.) 
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