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

9:00 a.m.: 

EXAMINER STOGNER: This hearing w i l l come t o 

order f o r Docket Number 7-01. This i s a Special Examiner 

Hearing today, Thursday, March 1st. I'm Michael Stogner, 

appointed the Hearing O f f i c e r f o r today's cases. 

At t h i s time I w i l l c a l l Cases — and I assume 

they w i l l be consolidated; i s t h a t c o r r e c t ? 

MR. KELLAHIN: Yes, Mr. Examiner. 

EXAMINER STOGNER: Case Number 12,587, which i s 

the amended A p p l i c a t i o n , or the A p p l i c a t i o n , of Sapient 

Energy Corporation f o r an unorthodox w e l l l o c a t i o n and ( i ) 

f o r two nonstandard 160-acre spacing u n i t s , or i n the 

a l t e r n a t i v e ( i i ) one nonstandard 160-acre spacing and 

p r o r a t i o n u n i t i n Lea County. 

I n Case Number 12,605, an A p p l i c a t i o n of Sapient 

Energy Corporation f o r s p e c i a l pool r u l e s , Lea County, New 

Mexico. 

At t h i s time I w i l l c a l l f o r 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 Sapient Energy Corporation. 

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

Wi l l i a m F. Carr w i t h the Santa Fe o f f i c e of the law f i r m 

Holland and Hart, L.L.P. We represent Chevron USA 
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Production Company and Conoco, Inc. 

EXAMINER STOGNER: Let me get t h i s s t r a i g h t , Mr. 

Carr. You're representing Chevron and Conoco? 

MR. CARR: Yes, s i r . 

EXAMINER STOGNER: And you're r e p r e s e n t i n g 

Sapient. 

MR. KELLAHIN: Yes, s i r . 

EXAMINER STOGNER: Are the r e any other 

appearances besides these three companies? 

MR. KELLAHIN: We would ask t h a t you c a l l Case 

12,605 and consolidate the two matters f o r p r e s e n t a t i o n t o 

you t h i s morning, Mr. Stogner. 

EXAMINER STOGNER: Okay, l e t the recor d show t h a t 

t h a t case, 12,605 has been c a l l e d , and t h a t Cases 12,587 

and 12,605 w i l l be consolidated f o r purposes of hearing and 

issuance of an order i n t h i s case. 

Before we get s t a r t e d , a couple of matters. 

Mr. Harry Nutter, do you want t o come up here and 

take a seat? 

Mr. Harry Nutter i s our new l e g a l counsel f o r the 

D i v i s i o n . He l i v e d i n Santa Fe f o r a w h i l e and was down i n 

Midland, and now he's r e j o i n e d us, or I should say j o i n e d 

us. When he was here i n Santa Fe, he was working f o r 

another company, or another law f i r m , I should say. 

So Harry, welcome. 
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MR. NUTTER: Thank you. 

EXAMINER STOGNER: Also, j u s t f o r t he re c o r d , i n 

t h i s p a r t i c u l a r case I beli e v e the Hobbs OCD overlooked a 

nonstandard p r o r a t i o n u n i t i n an unprorated pool t h a t has 

produced f o r some time, and Chevron had a p p l i e d f o r an 

unorthodox l o c a t i o n a d m i n i s t r a t i v e l y , which l e d t o the 

discovery of t h i s from t h i s O f f i c e , and had come up w i t h an 

a l t e r n a t e s o l u t i o n , or a s o l u t i o n , i n which I understand 

t h e r e i s some o b j e c t i o n t o . 

So we're here t o agree or disagree over an 

a l t e r n a t e s o l u t i o n or hear some a l t e r n a t e terms. I s t h a t 

i t , i n a n u t s h e l l , gentlemen? 

MR. KELLAHIN: Yes, s i r . 

EXAMINER STOGNER: Mr. Carr? 

MR. CARR: I believe t h a t ' s c o r r e c t , Mr. Stogner. 

EXAMINER STOGNER: And f o r the record, what i s 

the a d m i n i s t r a t i v e order t h a t was issued t o Chevron i n t h i s 

pool f o r an unorthodox location? You're probably going t o 

present t h a t l a t e r , but I j u s t k i n d of want t h i s on the 

docket t o k i n d of set the — 

MR. KELLAHIN: I'm going t o present t h a t t o you, 

Mr. Stogner. We have t h a t i n our p r e s e n t a t i o n . 

EXAMINER STOGNER: Just as reference a t t h i s 

p o i n t . 

MR. CARR: I t ' s A d m i n i s t r a t i v e Order NSL-3752-A. 

STEVEN T. BRENNER, CCR 
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EXAMINER STOGNER: 3752-A. 

MR. CARR: Yes, s i r . 

EXAMINER STOGNER: And i t was dated when? 

MR. CARR: January 2 4th, 2 000. 

EXAMINER STOGNER: Okay. With t h a t , i s t h e r e any 

other need f o r an opening statement, Mr. Carr or Mr. 

Kel l a h i n ? 

MR. KELLAHIN: Mr. Stogner, I ' d l i k e t o summarize 

f o r us, f o r you and f o r the p a r t i c i p a n t s , Sapient's 

p o s i t i o n i n t h i s matter, and t o do so, l e t me d i s t r i b u t e 

some of our e x h i b i t s t o you so t h a t you a t l e a s t have the 

p l a t t h a t o r i e n t s you. 

Mr. Examiner, i f y o u ' l l r e f e r t o what i s marked 

as Sapient E x h i b i t Number 1, i t ' s color-coded. The c o l o r 

code i n Section 7, i n yellow, represents the Sapient 

acreage. The c o l o r code i n the d i s p l a y i n Section 7 

represents i n the l i g h t green the acreage t h a t ' s shared 

w i t h Conoco and Chevron. Our understanding i s t h a t Chevron 

has a 50-percent i n t e r e s t i n the west h a l f of the east h a l f 

and t h a t Conoco has a 12-1/2-percent i n t e r e s t . 

Our i n f o r m a t i o n i s , i n the southeast q u a r t e r of 6 

Chevron has 10 0-percent i n t e r e s t , i n the southeast q u a r t e r . 

The w e l l i n question i s the Barbara [ s i c ] 12 w e l l . Do you 

see t h a t ? I t ' s up i n Unit L e t t e r A of Section 7. 

The Chevron w e l l t h a t you r e f e r r e d t o a w h i l e ago 

STEVEN T. BRENNER, CCR 
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i s the Matthews 12 w e l l . And w h i l e i t ' s not i d e n t i f i e d 

s p e c i f i c a l l y on the d i s p l a y , you can see t h a t i t i s the 

northwest diagonal o f f s e t t o the Barbara 12 w e l l . I t has a 

gas w e l l symbol on i t , and i t i s an e x i s t i n g o i l w e l l 

t h a t ' s 330 from the south l i n e of Section 6, and i t i s the 

w e l l t h a t you have approved a d m i n i s t r a t i v e l y f o r Chevron t o 

r e - e n t e r and deepen t o the Tubb gas fo r m a t i o n . The Barbara 

12 w e l l i s 330 f e e t from the n o r t h l i n e of Section 7. 

The east h a l f of 7, w h i l e d i v i d e d v e r t i c a l l y i n t 

the east h a l f , east h a l f , and i n t o the west h a l f , east 

h a l f , are two fee t r a c t s . We're d e a l i n g w i t h fee acreage, 

so t h a t the west h a l f of the east h a l f i s one base fee 

ownership group. And the east h a l f of the east h a l f i s one 

base fee ownership group, concerning the Tubb f o r m a t i o n . 

You can see from the legend t h a t we're i n Lea 

County, New Mexico. This i s the Monument area. As you 

know, i t ' s one of the o l d producing areas i n New Mexico. 

I t ' s an area i n which Conoco and Chevron have operated f o r 

decades. 

And back i n September of 1999, Cross Timbers 

asked the D i v i s i o n D i s t r i c t O f f i c e i n Hobbs f o r permission 

t o r e - e n t e r the Barbara 12 w e l l and t o deepen i t t o the 

Tubb. They obtained a D i s t r i c t approval of t h e i r sundry 

n o t i c e t o do t h a t . And i n doing so they f i l e d a proposed 

acreage d e d i c a t i o n t h a t declared 160 acres, c o n s t i t u t i n g 

STEVEN T. BRENNER, CCR 
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the east h a l f of the east h a l f of 7, t o be dedicated t o the 

w e l l i n the event i t produced gas from the Tubb. 

They engage i n t h a t a c t i o n and, amazingly, they 

discover what t u r n s out t o be a new Tubb gas p o o l . They 

got permission t o do t h a t and d i s c l o s e i n the paperwork t o 

the D i v i s i o n D i s t r i c t O f f i c e t h a t the r e - e n t r y of the o l d 

o i l w e l l was going t o be at a l o c a t i o n 330 from the n o r t h 

l i n e . And they disclosed the acreage, being t h e east h a l f 

of the east h a l f of 7. 

The D i s t r i c t O f f i c e approved t h a t , and when Cross 

Timbers went back i n , i n September of 1999, t o ask f o r 

permission t o produce the gas w e l l , the D i s t r i c t O f f i c e 

granted t h a t approval. The gas w e l l was produced. 

I n a d d i t i o n , the D i s t r i c t O f f i c e i n Hobbs 

approved the c r e a t i o n of a new gas pool, and they c a l l e d i t 

the West Monument-Tubb Gas Pool. This i s the only w e l l i n 

t h a t gas pool. 

I n a d d i t i o n , the D i s t r i c t O f f i c e asked the 

D i v i s i o n here i n Santa Fe t o enter an order approving the 

c r e a t i o n of t h i s pool, and the i n i t i a l acreage dedicated t o 

the pool i s the east h a l f of Section 7. 

But here's the problem. The problem was created 

by Cross Timbers and by the O i l Conservation D i v i s i o n i n 

Hobbs, and i t was overlooked f o r more than a year. Conoco, 

as an operator i n the area, working i n t e r e s t owner, d i d n ' t 

STEVEN T. BRENNER, CCR 
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catch the problem, Chevron d i d n ' t catch the problem, OCD 

Hobbs d i d n ' t catch the problem. And Cross Timbers i s not 

here today t o resolve the problem. 

A f t e r they complete the w e l l , Cross Timbers 

assigned t h i s w e l l and a number of other p r o p e r t i e s t o 

Falcon Creek. This i s i n A p r i l , 2000. The w e l l commenced 

producing i n September of 1999. 

I n J u l y of 2 000, Falcon Creek was merged w i t h 

Sapient, and Sapient assumed operation of the w e l l . And i n 

doing so, Sapient had no knowledge t h a t t h e r e was a f a i l u r e 

on Cross Timbers' p a r t t o o b t a i n an exception from Rule 104 

f o r the l o c a t i o n of the Tubb gas, t h a t Cross Timbers f a i l e d 

t o get D i v i s i o n approval f o r an exception from Rule 104 f o r 

the nonstandard p r o r a t i o n . 

Now, who's Sapient? Sapient i s a company i n 

Oklahoma. This a c q u i s i t i o n and merger w i t h Falcon 

represents the f i r s t occasion i n which Sapient i s an 

operator i n New Mexico. 

They had no idea t h a t the w e l l they acquired i n 

t h i s merger a c q u i s i t i o n , along w i t h other New Mexico 

p r o p e r t i e s , and a w e l l t h a t they acquired f o r b i g bucks 

from Cross Timbers and then through Falcon Creek, had not 

complied w i t h D i v i s i o n Rule 104. 

They had no idea t h a t t h i s e x i s t e d u n t i l October 

of year 2 000, more than a year, more than a year, a f t e r 

STEVEN T. BRENNER, CCR 
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t h i s w e l l commenced producing. They had no idea t h a t t h i s 

problem e x i s t e d u n t i l Chevron f i l e d an a p p l i c a t i o n f o r an 

unorthodox w e l l l o c a t i o n f o r t h e i r Matthews Number 12 w e l l 

t h a t ' s shown on the p l a t . 

Chevron declares t h a t they want t o compete i n the 

Tubb Gas Pool w i t h the o l d Cross Timbers w e l l . 

Up t o t h i s p o i n t , Chevron d i d not complain about 

the Cross Timbers l o c a t i o n , d i d not complain about the 

unorthodox l o c a t i o n or the nonstandard p r o r a t i o n u n i t . 

Chevron i s the o f f s e t operator i n both d i r e c t i o n s , and they 

don't complain. A l l they seek t o do i s t o have a w e l l 

n o r t h of what now i s the Sapient w e l l . 

I n processing the i n f o r m a t i o n from Chevron as t o 

t h e i r l o c a t i o n , Sapient contacted me. And Sapient, then, 

came forward and f i l e d an A p p l i c a t i o n t o re s o l v e the 

problem of the f a c t t h a t Cross Timbers d i d n ' t get a l l of 

the necessary approvals. 

And we're asking you t o come forward, hear t h i s 

case and t o issue those a d d i t i o n a l approvals f o r t h i s w e l l . 

To the best of my knowledge and experience, t h i s 

k i n d of issue seldom a r i s e s . This i s the k i n d of c l e r i c a l 

t h i n g t h a t i s r o u t i n e l y , r o u t i n e l y , captured, d i s c l o s e d and 

d e a l t w i t h a t the D i s t r i c t l e v e l . I t i s i n c r e d i b l y 

unusual, even w i t h unsophisticated operators, f o r the 

D i s t r i c t O f f i c e not t o catch the f a c t , before they issue 

STEVEN T. BRENNER, CCR 
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the producing allowable, t h a t the w e l l i s a t an unorthodox 

l o c a t i o n and t h a t i t has an acreage d e d i c a t i o n d i f f e r e n t 

from the standard r u l e . 

I t i s i n v a r i a b l y caught at t h a t p o i n t , 

u n f o r t u n a t e l y , t o everyone's deep r e g r e t , p a r t i c u l a r l y 

Sapient, who has purchased a w e l l they thought was p r o p e r l y 

p e r m i t t e d , t h a t they spent hundreds of thousands of d o l l a r s 

f o r , and have disbursed hundreds of thousands of d o l l a r s 

on, t h a t now t h i s i s a problem. 

We're asking you t o resolve i t . We t h i n k the 

only way t o resolve i t i s t o give you a l l the p o s s i b l e 

options f o r t h a t r e s o l u t i o n . We are not experts i n t h i s 

area, Sapient's not coming forward t o t e l l you how t o f i x 

t h i s . They don't know, they're new i n New Mexico. 

We're going t o give you the i n f o r m a t i o n t h a t we 

have, we're going t o give you the t e c h n i c a l data we have, 

and we're going t o defer t o you and your e x p e r t i s e t o t e l l 

us how we solve a unique, unusual problem. 

And i n doing so, based upon the prehearing 

conference we had back i n January, I have f i l e d an Amended 

A p p l i c a t i o n t h a t gives you various options f o r r e s o l u t i o n . 

The one we p r e f e r i s t o simply continue w i t h the 

s t a t u s quo of what was created by Cross Timbers, and t h a t 

would be the approval of a 160-acre nonstandard p r o r a t i o n 

u n i t f o r the Sapient w e l l i n the east h a l f of the east 
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h a l f , and t o avoid a p r o l i f e r a t i o n of nonstandard p r o r a t i o n 

u n i t s , then t o have you declare a v a i l a b l e f o r the i n t e r e s t 

owners i n the west h a l f of the east h a l f a s i m i l a r 

nonstandard p r o r a t i o n u n i t , and the problem stops t h e r e . 

We ask t h a t you approve t h i s l o c a t i o n . You've 

already approved one f o r Chevron, and so the c o m p e t i t i o n 

w i l l continue i n the pool w i t h those w e l l s , and t h a t 

Chevron and Conoco w i l l have an o p p o r t u n i t y t o d r i l l t he 

t h i r d w e l l i f they choose t o do so. Then the problem stops 

t h e r e . 

I n a d d i t i o n , should you decide t h a t there's 

s u f f i c i e n t data, we have provided you the o p p o r t u n i t y t o 

create s p e c i a l r u l e s f o r the pool, i n c l u d i n g a p r o v i s i o n 

f o r 80-acre spacing. We b e l i e v e there's s u f f i c i e n t data t o 

j u s t i f y doing t h a t , and w i l l show i t t o you. 

I f you choose t o accept our p o s i t i o n , then you 

have an a l t e r n a t i v e s o l u t i o n , which w i l l be declare 80-acre 

spacing i n t h i s pool, and t h e r e i n l i e s a s o l u t i o n . That 

s o l u t i o n would be t h a t Sapient would declare the east h a l f 

of the northeast quarter as the 8 0-acre spacing u n i t f o r 

t h a t w e l l . I t leaves a v a i l a b l e , then, the west h a l f of the 

northeast f o r Conoco and Chevron t o d r i l l t h e i r w e l l . And 

t h a t leaves a v a i l a b l e f o r Chevron i n the southeast q u a r t e r 

of Section 6 the o p p o r t u n i t y t o declare out of the 

southeast quarter an 80-acre spacing u n i t f o r the w e l l 
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the y ' r e r e - e n t e r i n g , which i s the Matthews Number 12. 

I n a d d i t i o n , w h i l e t h i s advertisement does not 

i n d i c a t e t h a t , we have discussed, and you're c e r t a i n l y 

welcome t o determine whether i t ' s s u i t a b l e t o p r o r a t e t h i s 

p o o l . I w i l l t e l l you, my witnesses have no experience i n 

p r o r a t i o n i n g . They w i l l not be able t o respond t o your 

t e c h n i c a l questions, and w e ' l l simply defer t o you t o 

decide i f you t h i n k t h a t i s the f i x . 

We're suggesting t h a t the s o l u t i o n t h a t we 

advance i s t o make a d d i t i o n a l approvals f o r the Sapient 

w e l l r e t r o a c t i v e t o the date of f i r s t p r o d u c t i o n , which i s 

September 9th, 1999. And i n doing so, you continue t o 

main t a i n the e q u i t i e s t h a t have already been disbursed. To 

do otherwise d i s r u p t s the e q u i t i e s i n v o l v e d and w i l l be a 

serious detriment t o Sapient. 

So we're here today t o show you what the problem 

i s and ask f o r your guidance and s o l u t i o n on how t o resol v e 

t h i s . 

EXAMINER STOGNER: Thank you, Mr. K e l l a h i n . 

Mr. Carr? 

MR. CARR: May i t please the Examiner, as Mr. 

K e l l a h i n has pointed out, Sapient i s the operator of the 

Bertha J. Barber Well Number 12. I t i s a gas w e l l i n a gas 

poo l . And the problem we're here t o deal w i t h i s the f a c t 

t h a t i t i s a t an unorthodox w e l l l o c a t i o n , and dedicated t o 
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i t i s a nonstandard p r o r a t i o n u n i t . 

I n i t i a l l y , I would l i k e t o make i t c l e a r t h a t 

n e i t h e r Chevron nor Conoco are here today t o oppose your 

approval of an unorthodox w e l l l o c a t i o n . That w i l l not be 

an issue t h a t we w i l l r a i s e i n t h i s case. 

The problem t h a t we have i s t h a t n e i t h e r the 

unorthodox w e l l l o c a t i o n , when the w e l l was d r i l l e d t o the 

Tubb, nor the nonstandard p r o r a t i o n u n i t were p r o p e r l y 

approved. And we do not submit t h a t i t i s the r o l e of the 

O i l Conservation D i v i s i o n t o look f o r e r r o r s , t o check 

ev e r y t h i n g . We don't believe t h a t the OCD i s wrong. 

We bel i e v e i n c o r r e c t procedures were f o l l o w e d by 

Cross Timbers. They d i d not f i l e a proper a p p l i c a t i o n , 

they d i d not give the n o t i c e t h a t was r e q u i r e d , and the 

r e s u l t i s a w e l l a t an unorthodox l o c a t i o n i n a nonstandard 

u n i t , n e i t h e r of which have been approved. 

The problem i s t h a t t h i s w e l l — and the evidence 

w i l l show — t h a t t h i s w e l l i s n ' t j u s t d r a i n i n g t he acreage 

dedicated t o i t , and t h e r e i n l i e s the problem. I n f a c t , i t 

could not d r a i n the acreage dedicated t o i t . 

The evidence w i l l show t h a t when Sapient 

discovered t h i s problem, and today, they could dedicate a 

standard u n i t t o the w e l l , they could dedicate the 

northeast quarter of Section 7, and we could a l l go home. 

They could today, at l e a s t form a spacing or p r o r a t i o n u n i t 
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under the r u l e s . 

But t o do t h a t , they would have t o share 

p r o d u c t i o n proceeds w i t h other i n t e r e s t owners i n the west 

h a l f of the northeast q u a r t e r , and t h a t i s a problem f o r 

them. 

And i t i s also a problem f o r Conoco and Chevron, 

because what we're dealing w i t h i s a s i t u a t i o n w i t h a w e l l 

dedicated on a standup e a s t - h a l f , east h a l f u n i t , t h a t i s 

i n e f f e c t d r a i n i n g or w i l l d r a i n reserves from the west 

h a l f of the northeast quarter. What we have i s a w e l l t h a t 

would d r a i n a standard spacing u n i t . And the f a c t of the 

matter i s , as i t stands, t h i s s i t u a t i o n has an impact on 

the r i g h t s of those other i n t e r e s t owners i n the p o o l . 

Sapient comes before you, and they propose 

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

They ask you not t o d i s r u p t the e q u i t i e s . But we 

submit t o you t h a t the evidence w i l l show t h a t the e q u i t i e s 

are not e q u i t a b l e and t h a t , i n f a c t , i n t e r e s t owners are 

having p r o d u c t i o n drained by a w e l l t h a t i s on a 

nonapproved spacing u n i t , reserves t h a t would be drained by 

the w e l l and could be drained by the w e l l on a standard 

u n i t . 

They come forward w i t h a number of proposals, and 

we submit when we look at the evidence, you w i l l f i n d t h a t 

each of t h e i r plans w i l l r e s u l t i n o v e r d r i l l i n g of t h i s 
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r e s e r v o i r , waste and impairment of the r i g h t s of a l l 

i n t e r e s t owners i n the pool, and t h a t when you get t o the 

conclusion of t h i s case, we bel i e v e you w i l l f i n d t h a t the 

nonstandard u n i t s proposed should be denied. 

EXAMINER STOGNER: Thank you. 

Let's see, I b e l i e v e , Mr. K e l l a h i n — How many 

witnesses are you going t o present today? 

MR. KELLAHIN: I have three witnesses, Mr. 

Examiner. 

EXAMINER STOGNER: Mr. Carr? 

MR. CARR: I have three — I have f i v e witnesses. 

EXAMINER STOGNER: Five witnesses. I'm going t o 

ask a l l witnesses t o please stand a t t h i s time and be 

sworn. 

(Thereupon, the witnesses were sworn.) 

EXAMINER STOGNER: Mr. Kell a h i n ? 

MR. KELLAHIN: Thank you, Mr. Stogner, w e ' l l c a l l 

our f i r s t witness, Mr. Chuck P e r r i n . Mr. P e r r i n s p e l l s h i s 

l a s t name P - e - r - r - i - n . 

CHARLES H. PERRIN. 

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. Mr. P e r r i n , f o r the record, s i r , would you please 
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s t a t e your name and occupation? 

A. Charles H. P e r r i n . I'm v i c e p r e s i d e n t of land 

and business development f o r Sapient Energy Corp. 

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

A. Tulsa, Oklahoma. 

Q. How long have you been employed by Sapient i n 

t h i s capacity? 

A. Since J u l y of 1998. 

Q. Do you have any t e c h n i c a l degrees, Mr. Perrin? 

A. I have a bachelor of business a d m i n i s t r a t i o n w i t h 

a major i n petroleum land management from the U n i v e r s i t y of 

Oklahoma. 

Q. I n October of l a s t year, whose r e s p o n s i b i l i t y a t 

Sapient was i t t o respond t o Chevron's request f o r an 

unorthodox w e l l l o c a t i o n t h a t they had d e l i v e r e d and sent 

t o Cross Timbers? Who u l t i m a t e l y a t Sapient had the 

r e s p o n s i b i l i t y t o address t h a t request? 

A. I t ' s my r e s p o n s i b i l i t y t o review r e g u l a t o r y 

a p p l i c a t i o n s and t o disperse them w i t h i n the company. 

Q. When d i d Sapient f i r s t acquire any i n t e r e s t i n 

producing w e l l s i n the State of New Mexico? 

A. I t was on Jul y 14th, 2000. 

Q. P r i o r t o t h a t time, d i d you have any experience 

i n New Mexico w i t h the r e g u l a t i o n of w e l l s and production? 

A. No. 
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Q. As of October of l a s t year, d i d you have any 

experience i n d e a l i n g w i t h r e g u l a t o r y matters here i n New 

Mexico? 

A. No. 

Q. Let me ask you t o t u r n t o E x h i b i t 1 and i d e n t i f y 

t h a t d i s p l a y f o r us. 

A. E x h i b i t 1 i s a chronology of — 

Q. I'm s o r r y , I've got you on the wrong e x h i b i t . 

E x h i b i t 1 i s the p l a t . 

A. E x h i b i t 1 i s simply an acreage l o c a t o r p l a t t o 

show everyone here where our lease i s located i n regard t o 

Chevron's and Conoco's. 

Q. Concerning the ownership of i n t e r e s t s t h a t are 

o u t l i n e d i n the c o l o r code, have you asked others t o 

provide you w i t h i n f o r m a t i o n as t o the ownership? 

A. Yes. 

Q. And you are now informed as t o t h a t ownership? 

A. Yes, I am. 

Q. I n a d d i t i o n , as a r e s u l t of Chevron's 

A p p l i c a t i o n , how d i d you acquire the i n f o r m a t i o n concerning 

the Cross Timbers Barbara [ s i c ] Number 12 w e l l ? Was t h a t 

i n your o f f i c e i n Tulsa at t h a t time? 

A. No. 

Q. Where was i t ? 

A. That was i n our Denver o f f i c e . We took over 
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Falcon Creek on J u l y 14th through merger agreement, 

acquired a l l of t h e i r stock, and a l l of t h a t i n f o r m a t i o n , 

w i t h regard t o a l l of the New Mexico p r o p e r t i e s we 

acquired, was s t i l l i n the Denver o f f i c e a t t h a t time. 

Q. Subsequently, you have reviewed a l l those 

documents, and I have provided you w i t h the D i v i s i o n 

documents out of the Santa Fe o f f i c e , have I not? 

A. Yes, you have. 

Q. And you've reviewed them? 

A. Yes, I have. 

Q. You have prepared what i s marked as E x h i b i t 2, 

and i t ' s a h i s t o r i c a l summary of what you consider t o be 

i n f o r m a t i o n of i n t e r e s t t o the Examiner concerning t h i s 

question? 

A. Yes. 

Q. Let's s t a r t back i n October 17th, then, and 

f o l l o w through E x h i b i t Number 2, so the Examiner sees what 

you now know. 

On October 17th of l a s t f a l l , what happened? 

A. Our Denver o f f i c e received on or about October 17 

a l e t t e r from Chevron requesting the unorthodox l o c a t i o n 

f o r the Matthews w e l l . 

Q. That was forwarded t o you, and i t became your 

r e s p o n s i b i l i t y t o attend t o i t ; i s t h a t not true? 

A. That's t r u e . 
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Q. What d i d you do? 

A. We contacted you and asked f o r your guidance i n 

the best way t h a t we should proceed i n t h i s matter. We 

d i d n ' t have much time l e f t t o respond when we f i n a l l y 

r e ceived the l e t t e r . 

Q. Sapient, i n f a c t , f i l e d , then, an o b j e c t i o n t o 

the Chevron w e l l a t t h a t time? 

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

Q. Sapient subsequently withdrew the o b j e c t i o n , and 

the permit was issued f o r the Chevron w e l l ; i s t h a t not 

true? 

A. That's t r u e . 

Q. A l l r i g h t . Let's go back now t o A p r i l of l a s t 

year when you acquired — I'm s o r r y , i n A p r i l of l a s t year 

when Falcon Creek acquired i n t e r e s t i n w e l l s from Cross 

Timbers. What happened, when you look a t the records? 

A. Well, when you look at the records, i t was a 

f a i r l y s i g n i f i c a n t a c q u i s i t i o n covering hundreds of w e l l s , 

and the Falcon Creek due d i l i g e n c e team performed a r o u t i n e 

due d i l i g e n c e and examined a l l of the land and l e g a l 

records of the p r o p e r t i e s t h a t were being acquired, and 

t h e r e were no o b j e c t i o n s or exceptions regarding t h i s 

p a r t i c u l a r w e l l . There was no evidence i n the f i l e t h a t 

t h e r e was anything wrong w i t h the r e g u l a t o r y permits t h a t 

gave Cross Timbers the r i g h t t o operate the w e l l . 
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Q. Does a review of the documents d i s c l o s e any 

r e p r e s e n t a t i o n by Cross Timbers concerning r e g u l a t o r y 

compliance of t h e i r w e l l s t h a t they're now conveying or 

s e l l i n g t o Falcon Creek? 

A. No. 

Q. I n i t i a l l y , were there r e p r e s e n t a t i o n s about 

compliance t h a t have now expired? 

A. Yes. 

Q. Describe f o r us what was found concerning the 

re p r e s e n t a t i o n s . 

A. There was a purchase-and-sale agreement executed 

between Cross Timbers, the s e l l e r , and Falcon Creek, the 

buyer, which contained c e r t a i n normal r e p r e s e n t a t i o n s and 

wa r r a n t i e s w i t h regard t o the p r o p e r t i e s , s p e c i f i c a l l y one 

of the repre s e n t a t i o n s t h a t a l l of the p r o p e r t i e s were i n 

f u l l compliance as t o each s t a t e the p r o p e r t i e s were i n 

w i t h a l l r e g u l a t o r y orders, permits and other r e q u i s i t e 

paperwork t h a t would be necessary t o p r u d e n t l y , p r o p e r l y 

and l e g a l l y operate and produce hydrocarbons from each 

w e l l . 

Q. Does your review of those documents i n d i c a t e t h a t 

Cross Timbers disclosed i n any way t h a t t h e r e were issues 

about inadequate compliance w i t h r e g u l a t o r y r u l e s 

concerning the Barbara Well Number 12? 

A. No, ab s o l u t e l y not. 
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Q. I s there any i n d i c a t i o n i n the Falcon Creek f i l e s 

t h a t they were aware t h a t the Barbara 12 w e l l had some 

inadequacies i n the approvals f o r t h a t w ell? 

A. None whatsoever. 

Q. When d i d Sapient acquire Falcon Creek? 

A. The merger was e f f e c t i v e on J u l y 14th of 2000. 

Q. As a r e s u l t of t h a t merger, how many w e l l s d i d 

Sapient acquire? 

A. We acquired 340 w e l l s i n t h a t p a r t i c u l a r merger. 

Q. When we look a t what was represented t o you 

concerning the working i n t e r e s t and the net revenue 

i n t e r e s t f o r the Barbara 12 w e l l , what were you l e d t o 

be l i e v e t h a t you had purchased? 

A. Well, we were c e r t a i n a t the time t h a t we had 

purchased 100-percent working i n t e r e s t w i t h an 87-1/2-

percent net revenue, and t h i s was one of the more valuable 

w e l l s i n the e n t i r e purchase, and we i n c u r r e d s u b s t a n t i a l 

debt t o buy these p r o p e r t i e s , and so we f e l t t h a t we were 

buying 100 percent of t h a t w e l l . 

Q. A f t e r Chevron f i l e d i t s a p p l i c a t i o n f o r the 

unorthodox l o c a t i o n , requesting permission t o r e - e n t e r the 

Matthews 12 w e l l i n the southeast q u a r t e r of Section 6, 

what then d i d you do? 

A. Since we were i n a time of t r a n s i t i o n i n moving 

a l l of the g e o l o g i c a l and engineering w e l l f i l e s , land and 
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legal f i l e s , from the Denver office, which we were closing, 

t o the Tulsa o f f i c e , our f i r s t r e a c t i o n was t o ask you f o r 

guidance as t o how we should approach t h i s . And we f r a n k l y 

d i d n ' t have enough data t o study the problem a t t h a t time. 

Q. As a r e s u l t of Chevron's a c t i o n , d i d you i n i t i a t e 

a review of the Falcon Creek-Cross Timbers f i l e s concerning 

t h i s w e ll? 

A. Yes, we d i d . 

Q. I n a d d i t i o n , d i d you review the documents I 

provided you from the D i v i s i o n o f f i c e concerning the 

Barbara Number 12 well? 

A. Yes. 

Q. And have you summarized f o r us on E x h i b i t Number 

2 what those documents r e f l e c t ? 

A. Yes, I have. 

Q. Let's set aside E x h i b i t 2, and l e t ' s look a t the 

documents. I f y o u ' l l s t a r t w i t h E x h i b i t 3, which i s 

st a p l e d together, and the stapled documents represent 

E x h i b i t s 3 through 9, l e t ' s s t a r t w i t h E x h i b i t Number 3. 

What i s E x h i b i t 3? 

A. That's a State of New Mexico Form C-103 dated 

August 10th, wherein Cross Timbers provides n o t i c e i t 

intended t o recomplete the w e l l i n the Tubb, and i t was 

approved by the State on September 20th, 1999. 

Q. Where do we f i n d those approvals? I f y o u ' l l look 
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a t the bottom of the form, on E x h i b i t Number 3, there's a 

stamp t h a t says, " O r i g i n a l signed by Paul Kautz"? Do you 

see t h a t ? 

A. Yes. 

Q. Do you now know t h a t Mr. Kautz i s the D i s t r i c t 

Geologist f o r the A r t e s i a — I'm s o r r y , f o r the Hobbs 

o f f i c e of the O i l Conservation D i v i s i o n ? 

A. Yes, I do. 

Q. You've never met w i t h him and you've never t a l k e d 

w i t h him, have you? 

A. No, I have not. 

Q. Let's t u r n t o E x h i b i t 4. I n reviewing the f i l e s , 

E x h i b i t 4 represents what, Mr. Perrin? 

A. That's a State Form C-105, dated September 9 t h , 

1999, which gives n o t i c e t h a t the w e l l had been recompleted 

as a Tubb gas w e l l . 

Q. A l l r i g h t , i t discloses on the bottom of the form 

t h a t i t , i n f a c t , i s a f l o w i n g gas w e l l w i t h f i r s t 

p r o d u c t i o n shown on August 21st of 1999? 

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

Q. Following t h a t form, there i s an E x h i b i t 5. What 

i s t h a t ? 

A. That's another Form C-103, dated again September 

9t h , 1999, p r o v i d i n g n o t i c e t h a t the w e l l had indeed been 

recompleted i n the Tubb as a gas w e l l , and i t was approved 
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by the State on September 20th of 1999. 

Q. A l l r i g h t . Now l e t ' s t u r n past E x h i b i t 5 and 

look a t E x h i b i t 6. What i s t h i s ? 

A. That's a Form C-102 t h a t Cross Timbers f i l e d , 

dated September 9th of 1999, which r e f l e c t s an unorthodox 

Tubb gas w e l l l o c a t i o n 330 f e e t from the n o r t h l i n e and 660 

from the east l i n e of Section 7, and i t o u t l i n e s a 

d e d i c a t i o n of the 160-acre standup u n i t described as the 

east h a l f , east h a l f of the s e c t i o n , and I b e l i e v e the 

o r i g i n a l p l a t a c t u a l l y drew i n the standup 160. 

Q. And you now know t h a t t h a t i s an unorthodox w e l l 

l o c a t i o n f o r shallow gas, Tubb gas, and you now know i t ' s a 

nonstandard c o n f i g u r a t i o n f o r a spacing u n i t ? 

A. Yes, we now know t h a t . 

Q. Let's look at E x h i b i t 7. What i s t h i s document? 

A. I t ' s a Form C-104 t h a t Cross Timbers f i l e d , which 

was a -- requests an allowable f o r a w i l d c a t Tubb gas w e l l , 

which was granted on September 2 0th of 1999. 

Q. A l l r i g h t , i d e n t i f y f o r us what i s marked as 

E x h i b i t 8. What i s t h i s ? 

A. E x h i b i t 8 i s the Form C-104 t h a t Falcon Creek 

f i l e d — 

Q. I'm s o r r y , I've confused you. E x h i b i t 8 I show 

t o be a C-116, the g a s - o i l - r a t i o t e s t . Do you have t h a t ? 

A. Oh, yes, I do. That's, e x a c t l y as you say, a 
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g a s - o i l - r a t i o t e s t . 

EXAMINER STOGNER: A t t h i s t i m e , Mr. K e l l a h i n , 

l e t ' s make sure I ' v e g o t e v e r y t h i n g . 

MR. KELLAHIN: Okay. 

EXAMINER STOGNER: What i s E x h i b i t 3 again? 

MR. KELLAHIN: A l l r i g h t , E x h i b i t 3 i s t h e C-103 

f i l e d by Cross Timbers, dated by them on August 1 0 t h o f 

1999 . 

EXAMINER STOGNER: Okay, and E x h i b i t 4? 

MR. KELLAHIN: E x h i b i t 4 i s Cross Timbers' C-105, 

d a t e d September 9 t h of 1999. 

EXAMINER STOGNER: T h i s i s o n l y one page. 

MR. KELLAHIN: I t ' s j u s t t h e f i r s t p a r t o f t h a t . 

EXAMINER STOGNER: I t ' s t h e f i r s t p a r t . 

MR. KELLAHIN: Yes, s i r . And y o u ' r e c e r t a i n l y 

welcome t o r e f e r t o t h e e n t i r e w e l l f i l e , b u t t h i s i s t h e 

f i r s t page. 

EXAMINER STOGNER: Okay. Now, what's E x h i b i t 5? 

MR. KELLAHIN: E x h i b i t i s t h e C-103 s u b m i t t e d by 

Cross Timbers, d a t e d September 9 t h , showing t h a t t h e y d i d , 

i n f a c t , t h e work. 

EXAMINER STOGNER: And E x h i b i t 6, t h e C-102? 

MR. KELLAHIN: C-102 i s E x h i b i t 6, and i t ' s d a t e d 

by Cross Timbers and f i l e d w i t h t h e D i v i s i o n . 

EXAMINER STOGNER: Okay, and E x h i b i t 7? 
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MR. KELLAHIN: E x h i b i t 7 i s Cross Timbers' 

request f o r an allowable f o r the w e l l , which was approved 

by the D i v i s i o n on September 20th of 1999. 

EXAMINER STOGNER: And t h a t ' s a Form C-104? 

MR. KELLAHIN: Yes, s i r . 

EXAMINER STOGNER: And t h i s i s reduced copy, 

because t h i s i s a l e g a l s i z e document? 

MR. KELLAHIN: That's r i g h t , i t i s , I reduced i t . 

EXAMINER STOGNER: A l l r i g h t , now we're on 

E x h i b i t 8. 

MR. KELLAHIN: E x h i b i t 8 i s the g a s - o i l - r a t i o 

t e s t — 

EXAMINER STOGNER: Okay. 

MR. KELLAHIN: -- which shows i t ' s a gas w e l l . 

EXAMINER STOGNER: I s t h i s what you have, Mr. 

Carr? 

MR. CARR: Yes, i t i s . 

EXAMINER STOGNER: That's what I have, Mr. 

K e l l a h i n . 

Q. (By Mr. Ke l l a h i n ) And then f i n a l l y E x h i b i t 9, 

Mr. P e r r i n , would you i d e n t i f y what t h a t document i s ? 

A. E x h i b i t 9 i s a Form C-104 t h a t Falcon Creek 

f i l e d , n o t i f y i n g the change of operator from Cross Timbers 

t o Falcon Creek and requesting an allowable t o produce gas 

from the Monument-Tubb West Gas Pool. 
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Q. And t h i s document i s dated March 31st of l a s t 

year and approved on A p r i l 14th of l a s t year by Chris 

W i l l i a m s , D i s t r i c t Supervisor f o r the D i v i s i o n ? 

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

Q. A l l r i g h t , s i r . When we look a t the east h a l f of 

the east h a l f of 7, have you reviewed the documents, Mr. 

P e r r i n , so t h a t you can show the Examiner how many 

d i f f e r e n t r o y a l t y owners t h a t Falcon Creek disbursed t o , 

t h a t Cross Timbers disbursed t o , and t h a t now you, Sapient, 

disbursed to? 

A. Yes, I have. 

Q. And how many are there? 

A. There are 79 separate and d i s t i n c t m i n e r a l owners 

i n t h a t t r a c t . 

Q. Let me ask you t o t u r n t o E x h i b i t 10. Can you 

i d e n t i f y t h i s spreadsheet? 

A. E x h i b i t 10 i s a copy of Sapient's i n t e r n a l 

revenue d i s t r i b u t i o n deck, which i d e n t i f i e s the names and 

addresses of the 79 mineral owners i n t h a t t r a c t t h a t we 

send checks t o every month. 

Q. Have you gone back, Mr. P e r r i n , and attempted 

w i t h the assistance of others t o e s t a b l i s h on a monthly 

basis the volume of gas produced from inception? 

A. Yes. 

Q. And have you reduced t h a t t o the form of an 
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e x h i b i t ? 

A. Yes. 

Q. I s E x h i b i t 11 t h a t e x h i b i t ? 

A. I t i s . 

Q. Let's look at i t . How have you arranged the 

spreadsheet? What in f o r m a t i o n does i t show? 

A. Well, i t shows the volumes of gas produced from 

i n c e p t i o n of the recompletion i n August of 1999, and I've 

d i v i d e d i t t o show which company owned the w e l l i n which 

p a r t i c u l a r months. The f i r s t h a l f of the l i f e of the w e l l 

was owned and operated by Cross Timbers, then only f o u r 

months by Falcon Creek, and since August 1st Sapient has 

operated the w e l l . 

Q. Are the handwritten summaries a t the bottom your 

handwriting? 

A. Yes. 

Q. Let's look at t h a t . For the months operated by 

Cross Timbers, have you t o t a l e d the volume of gas — 

A. Yes. 

Q. — have you t o t a l e d the volume of gas t h a t was 

produced from the w e l l under the operation of Cross 

Timbers? 

A. Yes, I have. 

Q. And what i s t h a t volume? 

A. I t ' s 187 m i l l i o n cubic f e e t of gas. 
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Q. Of the 187 m i l l i o n cubic f e e t of gas produced by 

Cross Timbers during t h e i r time of o p e r a t i o n , have you y e t 

determined what the value was of t h a t p r o d u c t i o n t o Cross 

Timbers and how they d i s t r i b u t e d the r o y a l t i e s and the 

working i n t e r e s t ? 

A. Well, we don't have exact f i g u r e s f o r any of t h a t 

since those records were not necessary t o be t r a n s f e r r e d t o 

the buyer, Falcon Creek, of the p r o p e r t i e s . But we could 

g e n e r a l i z e from the volumes and j u s t assume a d o l l a r 

f i g u r e . We expect Cross Timbers probably produced 

something i n the neighborhood of $380,000 worth of cash 

f l o w from the w e l l . 

Q. Does Sapient now have any recourse against Cross 

Timbers f o r reimbursement of any of t h a t money? 

A. No. 

Q. Let's look at the p e r i o d of time t h a t Falcon 

Creek operated the w e l l , from A p r i l through J u l y . What i s 

the t o t a l volume of gas produced from the w e l l d u r i n g t h e i r 

operation? 

A. They produced about 165 m i l l i o n cubic f e e t of 

gas. 

Q. Have you examined records t h a t determine the 

value and the d i s t r i b u t i o n of t h a t value? 

A. I have. 

Q. And what are those numbers? 
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A. They produced a gross cash f l o w o f $447,879. 

Q. And how was t h a t d i s t r i b u t e d ? 

A. W e l l , t h e y p a i d , as i n d i c a t e d , $50,986 t o t h e 79 

r o y a l t y owners, and t h e w o r k i n g i n t e r e s t owner, who i s 

F a l c o n Creek w h o l l y , earned $356,000. 

Q. And f i n a l l y , d u r i n g S a p i e n t ' s o p e r a t i o n o f t h e 

w e l l , what i s t h e volume produced under y o u r o p e r a t i o n ? 

A. Since S a p i e n t a c q u i r e d t h e w e l l , we've produced 

199 m i l l i o n c u b i c f e e t o f gas. 

Q. And how i s t h a t volume d i s t r i b u t e d i n t e r m s o f 

v a l u e ? 

A. I t ' s a v a l u e o f about a g r o s s v a l u e o f $753,000. 

Q. Okay. And when you add t h e F a l c o n Creek and t h e 

S a p i e n t volumes, you've d i s t r i b u t e d t o t h e v a r i o u s 

d i f f e r e n t r o y a l t y owners about $137,000 w i t h t h e revenue? 

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

Q. Have you been a b l e t o r e c o n s t r u c t o u t o f t h i s 

merger a c q u i s i t i o n o f t h e -- I b e l i e v e i t was, what, 340 

w e l l s . Have you come t o any e s t i m a t e o f what p r i c e S a p i e n t 

p a i d f o r t h i s w e l l b o r e ? 

A. No, I don't have t h a t s p e c i f i c number w i t h me. 

Q. I s t h e r e any way t o assess t h e economic imp a c t o f 

t h i s p r oblem on S a p i e n t c o n c e r n i n g t h i s w e l l ? 

A. Yes. 

Q. D e s c r i b e f o r us what t h a t i s . 
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A. Well, t h i s w e l l was one of the top-valued w e l l s 

i n the e n t i r e a c q u i s i t i o n . With 100-percent working 

i n t e r e s t , we ascribed q u i t e a s i g n i f i c a n t value t o t h i s 

w e l l -- I'm sure i t ' s i n the m i l l i o n s of d o l l a r s -- and we 

in c u r r e d s u b s t a n t i a l debt t o pay f o r the w e l l . We 

purchased 100 percent of the f u t u r e reserves of t h i s w e l l 

we've paid f o r already. 

And so t o have anything less t a n 100 percent of 

the w e l l now, and t o give away h a l f of our w e l l , i n 

essence, t o a company t h a t d i d n ' t d r i l l the w e l l or take 

the r i s k would be a s i g n i f i c a n t economic hardship on us. 

We've s t i l l got debt t o ser v i c e , because we pai d already 

f o r the f u t u r e of the w e l l . 

Q. At t h i s p o i n t , i f the Examiner r e q u i r e s Sapient 

t o form a standard spacing u n i t , make t h a t r e t r o a c t i v e back 

t o the date of f i r s t p roduction, back t o September of 1999, 

the economic consequence of doing so w i l l be borne e n t i r e l y 

by Sapient; i s t h a t not true? 

A. That's t r u e . 

Q. And y o u ' l l have no recourse against anyone else? 

A. No. 

MR. KELLAHIN: That concludes my examination of 

Mr. P e r r i n . We move the i n t r o d u c t i o n of E x h i b i t s 1 through 

11. 

MR. CARR: No o b j e c t i o n . 
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EXAMINER STOGNER: Okay, Mr. Carr, do you have 

any o b j e c t i o n t o Mr. P e r r i n as a witness? 

MR. CARR: No, I do not. 

EXAMINER STOGNER: Okay, we neglected t o do t h a t . 

However, I do have some questions of Mr. P e r r i n , t o make 

c l e a r f o r the record. 

By happenstance we have a Charles or a C h a r l i e 

P e r r i n working f o r the OCD i n a d i f f e r e n t d i s t r i c t , t h a t 

was i n the Hobbs o f f i c e a t about t h i s time. Now, obviously 

you're not t h a t person today, but are you any k i n t o our 

Mr. P e r r i n here i n New Mexico, l i v i n g i n Aztec, New Mexico 

at t h i s time? 

THE WITNESS: No. 

EXAMINER STOGNER: So you have no knowledge of. 

any k i n d of r e l a t i o n s h i p t o t h a t gentleman? 

THE WITNESS: None whatsoever. 

EXAMINER STOGNER: Okay, then I accept Mr. 

Pe r r i n ' s q u a l i f i c a t i o n s , and E x h i b i t s 1 through 11 — i s 

t h a t c o r r e c t ? — 

MR. KELLAHIN: Yes, s i r . 

EXAMINER STOGNER: — w i l l be admitted i n t o 

evidence a t t h i s time. 

Thank you, Mr. P e r r i n . 

Mr. Carr, your witness. 

MR. CARR: Thank you, Mr. Stogner. 
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CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. P e r r i n , Sapient acquired the p r o p e r t y and the 

Barber Well Number 12 from Falcon Creek; i s t h a t c o r r e c t ? 

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

Q. Was t h i s a purchase of the assets of Falcon 

Creek? 

A. We purchased 100 percent of the stock of the 

company. 

Q. I n t h a t r o l e , are you a successor t o any warranty 

given t o Falcon Creek? 

A. Yes. 

Q. You've t e s t i f i e d t h a t Cross Timbers had warranted 

compliance w i t h the State r u l e s and r e g u l a t i o n s ; i s t h a t 

r i g h t ? 

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

Q. And then you also t e s t i f i e d t h a t you had no 

recourse against Cross Timbers? 

A. Yes. 

Q. Was there a time l i m i t on t h a t warranty? 

A. Yes, the representations d i d not s u r v i v e c l o s i n g . 

Q. When you were purchasing the stock of Falcon 

Creek, was there a due d i l i g e n c e p e r i o d d u r i n g which time 

you were able t o go out and confirm the assets of Falcon 

Creek whereas they were represented? 
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A. Yes, s i r . 

Q. And were you the person responsible f o r doing 

t h a t due d i l i g e n c e ? 

A. I d i d n ' t p h y s i c a l l y do i t , but I oversaw the due 

d i l i g e n c e . 

Q. Were a number of the assets l o c a t e d w i t h i n the 

State of New Mexico? 

A. Yes. 

Q. Did you r e t a i n anyone or employ anyone t o confirm 

the s t a t u s of the w e l l s as they r e l a t e t o s t a t e r u l e s and 

r e g u l a t i o n s ? 

A. Not s p e c i f i c a l l y , no. 

Q. Do you have any recourse against — I guess as a 

successor, j u s t buying the stock, there i s no recourse 

against Falcon Creek; t h a t would be against y o u r s e l f , 

wouldn't i t ? 

A. Correct. 

Q. I n purchasing the assets, a t some p o i n t d i d you 

not assign some value t o t h i s well? 

A. C e r t a i n l y , we d i d . 

Q. And you don't have t h a t number a v a i l a b l e , you 

don't know how you valued i t when you acquired i t ? 

A. No, I have access t o t h a t number, I j u s t don't — 

I d i d n ' t t h i n k t o b r i n g i t w i t h me. 

Q. Now, when we t a l k about the value of the w e l l t o 
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Sapient, i s i t f a i r t o say t h a t when you acquired the w e l l 

you were assuming t h a t the reserves t h a t would be drained 

would, i n f a c t , be coming from acreage also owned by 

Sapient? 

A. Yes, we assume t h a t on a l l the w e l l s we acquire. 

Q. And you d i d n ' t -- Did you do a g e o l o g i c a l or 

engineering -- have t h a t also done on the w e l l s and the 

p r o p e r t i e s you were acquiring? 

A. We d i d n ' t do a g e o l o g i c a l review. 

Q. Okay, but i t ' s f a i r t o say when you acquired the 

stock you were unaware t h a t you had an unapproved w e l l 

l o c a t i o n and an unapproved spacing u n i t ? 

A. Yes, s i r . 

Q. And i t i s n ' t s u r p r i s i n g t o you, since you were 

the purchaser, i t wouldn't be s u r p r i s i n g t h a t Conoco and 

Chevron also weren't aware of t h a t a t t h a t time? 

A. I'm not surp r i s e d . 

Q. When we look a t your E x h i b i t Number 2, you t a l k e d 

about an o b j e c t i o n you f i l e d t o a Chevron l o c a t i o n 330 o f f 

the n o r t h l i n e of your spacing u n i t . When you f i l e d t h a t , 

were you aware t h a t t h a t would r e s u l t i n Chevron having a 

w e l l f a r t h e r from the common l i n e than your c u r r e n t Bertha 

Barber well? 

A. Yes, t h a t was one of the remedies t h a t we 

discussed i n t e r n a l l y . 
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Q. And you were aware, then, t h a t they would be 

f a r t h e r from you than you were from them; i s t h a t f a i r t o 

say? 

A. Yes, but we r e a l l y f i l e d t o buy time, because we 

d i d n ' t have i n f o r m a t i o n enough t o study. 

Q. And duri n g t h a t time you knew you had a w e l l , a 

good w e l l , producing 330 o f f t h e i r l i n e , d i d you not? 

A. I d i d . 

Q. And you've continued t o produce t h a t w e l l t o t h i s 

day, have you not? 

A. We have. 

Q. And there i s no w e l l o f f s e t t i n g you t o o f f s e t the 

drainage from the Bertha Barber w e l l ; i s n ' t t h a t r i g h t ? 

A. No, although I understand one has been approved 

t h a t they can d r i l l . 

Q. And i t was approved a f t e r you withdrew your 

o b j e c t i o n ; i s n ' t t h a t r i g h t ? 

A. Yes. 

Q. And i t was only withdrawn a f t e r t h i s matter was 

set f o r hearing; i s n ' t t h a t c o r r e c t ? 

A. Yes. 

Q. Now i f we go t o your E x h i b i t 3 — and I guess we 

could look a t 3 through probably 9 — This i s a c t u a l l y the 

w e l l f i l e , i s i t not? 

A. Yes. 
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Q. And when you looked and reviewed the data on t h i s 

w e l l , d i d you also consider t h i s w e l l f i l e ? I s t h i s 

i n f o r m a t i o n t h a t you looked a t when you were doing your due 

di l i g e n c e ? 

A. Yes. Honestly, I don't know i f a l l of these 

p a r t i c u l a r documents were i n them, but — Mr. K e l l a h i n 

obtained the ones t h a t were not i n our f i l e s f o r us. 

Q. When we go through these f i l e s , look a t the l a s t 

page, E x h i b i t 9. Right above the si g n a t u r e of the c h i e f 

executive o f f i c e of Falcon Creek i t says, " I hereby c e r t i f y 

t h a t the r u l e s of the O i l Conservation D i v i s i o n have been 

complied w i t h . . . " Do you see t h a t language? 

A. Yes. 

Q. When a form l i k e t h i s i s f i l e d w i t h the O i l 

Conservation D i v i s i o n , i s n ' t i t f a i r , i n your o p i n i o n , f o r 

the OCD t o r e l y on the data f i l e ? 

A. I r e a l l y don't have enough experience i n New 

Mexico t o respond t o t h a t . 

Q. I s i t your testimony t h a t we're i n t h i s mess 

because the OCD d i d n ' t catch t h i s ? 

A. No, not neces s a r i l y . 

Q. I t ' s not your testimony t h a t i t ' s the OCD's 

f a u l t , i s i t ? 

A. No, I'm not l a y i n g blame; I'm simply s t a t i n g the 

f a c t s as t o how we a r r i v e d a t t h i s place. 
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Q. And you're not saying t h a t i t ' s Chevron or 

Conoco's f a u l t e i t h e r , are you? 

A. No. 

Q. I f we look at your E x h i b i t Number 10, the l i s t of 

a l l the i n t e r e s t owners i n the property who share i n 

pro d u c t i o n from the w e l l on an e a s t - h a l f , e a s t - h a l f u n i t , 

you've requested t h a t i f we go t o — Have you requested i f 

we go t o 80-acre spacing, t h a t we a d j u s t the p r o d u c t i o n 

r e t r o a c t i v e t o f i r s t production? 

A. Yes. 

Q. So i f you go t o 80-acre spacing, you could make 

the adjustment; i s t h a t r i g h t ? 

A. Yes. 

Q. And i f you were r e q u i r e d t o develop on 160-acre 

spacing, i t would be possible also t o make the adjustment 

and a c c u r a t e l y account? 

A. I t depends on how you would describe t h a t 160 

acres. 

Q. I s there a 160 acres where you couldn't 

r e a l l o c a t e the production? 

A. There i s c e r t a i n l y one where i t would be a r e a l 

accounting nightmare. 

Q. And which would t h a t be? 

A. That would be the northeast q u a r t e r of 6. 

Q. And why would t h a t be more d i f f i c u l t than going 
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t o simply 8 0-acre — I s the ownership common throughout the 

east h a l f , east h a l f ? 

A. Yes. 

MR. CARR: That's a l l I have. Thank you, Mr. 

P e r r i n . 

EXAMINER STOGNER: Mr. K e l l a h i n , any r e d i r e c t ? 

MR. KELLAHIN: No, s i r . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. P e r r i n , your E x h i b i t s 3 through 9 — t h i s i s 

the w e l l f i l e data, Cross Timbers — does t h i s represent 

the f u l l w e l l f i l e t h a t Sapient has i n t h e i r possession 

t h a t they got from Cross Timbers? 

A. No, we have other documents i n t h e r e t h a t r e a l l y 

d i d n ' t r e l a t e t o r e g u l a t o r y matters. 

Q. Okay. Now, when Sapient took over Cross Timbers 

p r o p e r t i e s , Falcon Creek p r o p e r t i e s , i s i t your p r a c t i c e t o 

do what k i n d of review on a l l the w e l l s t h a t now f a l l s 

under Sapient's operations? 

A. Well, t y p i c a l l y when we do a due d i l i g e n c e — and 

I've done due d i l i g e n c e s on m i l l i o n s and m i l l i o n s of 

d o l l a r s ' worth of p r o p e r t i e s — we s i n g l e out the h i g h e r -

value w e l l s and we do a t i t l e review t o make sure t h a t the 

t i t l e t h a t we are a c q u i r i n g i s good. 

And we never r e a l l y inspect each s p e c i f i c 
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r e g u l a t o r y document t h a t a f f e c t s a l l of the hundreds of 

wellbores. We assume t h a t i f the w e l l s are up and running 

and have been producing f o r years and years, t h a t the 

li c e n s e d and bonded, knowledgeable operators who d r i l l e d 

and produced them at the time secured those orders, and 

r e l i e d on t h e i r e x p e r t i s e t o have done so. 

Q. Does your map on E x h i b i t Number 1 represent 

approximately what percentage of Sapient's operations i n 

New Mexico? I s t h i s a very small percentage, too small t o 

even c a l c u l a t e ? 

A. I t ' s a f a i r l y small percentage, and j u s t w i l d l y 

guessing, I ' d say maybe 15 percent of our operations i s i n 

New Mexico, but I . . . 

Q. Okay. So t h i s would represent about 15 percent, 

you're saying? Where are some of the other operations of 

Sapient? Have they taken over a l l of Falcon Creek, or d i d 

you o b t a i n i t over time? 

A. No, we took over the whole company on J u l y 14th, 

and most of the operations were i n the Permian Basin i n 

west Texas, and some i n Lea County, New Mexico. 

Q. Okay, so there are some other Sapient now-

operated f o r Falcon Creek t h a t -- As f a r as New Mexico, i s 

i t a l l Lea County — 

A. Yes, s i r . 

Q. - - o r are there other counties? 
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A. I t ' s a l l Lea County. 

Q. A l l Lea County. I n the general area, or i s i t 

scattered? Lea County i s a p r e t t y b i g county. 

A. I t ' s f a i r l y s c attered. We have some f i e l d s t h a t 

are populated w i t h w e l l s , but i t ' s g e n e r a l l y s c a t t e r e d . 

Q. Do you by chance — I t ' s probably not your f i e l d 

of e x p e r t i s e , and t h a t ' s okay, but do you remember maybe 

some of the other gas w e l l s t h a t Sapient operates, what 

pools those may be in? 

A. We operate the West Teas U n i t --

Q. That has gas w e l l s i n i t ? 

A. I have t o defer t o these guys. 

Q. I understand, I'm --

A. But we do have other gas and o i l w e l l s i n Lea 

County. 

EXAMINER STOGNER: Okay. I have no other 

questions of t h i s witness. 

Mr. K e l l a h i n , do you have any r e d i r e c t ? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: When you get back t o your 

o f f i c e , you may want t o look a t the Bertha J. Barber Com 

Well Number 13 Y, API Number 3 0-02 5-0602 7. That i s i n the 

U n i t F, as i n f o x t r o t , of Section 8 next door. There may 

be or may not be a l e t t e r i n your f i l e s from me t o Cross 

Timbers, t o a Mr. Edwin Ryan, dated November the 29th, 
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1999. This record probably does not e x i s t anywhere e l s e . 

I f i t e x i s t s t h e r e , I ' d be su r p r i s e d , but only — 

MR. KELLAHIN: Mr. Examiner — 

EXAMINER STOGNER: — my f i l e s , and i t ' s a p a r t 

of t h i s case f i l e , because i t was a p a r t of the 

a d m i n i s t r a t i v e a p p l i c a t i o n t h a t I p u l l e d out, and i t 

appears t h a t Cross Timbers f i l e d f o r a nonstandard w i l d c a t 

Tubb gas p r o r a t i o n u n i t f o r the west h a l f of the northwest 

q u a r t e r of Section 8, back on November the 5th, 1999. 

MR. KELLAHIN: Mr. Examiner, Mr. P e r r i n ' s aware 

of t h a t document because I supplied i t t o him. We have 

searched the Sapient records, and we can f i n d no 

in f o r m a t i o n on t h a t t r a n s a c t i o n w i t h the D i v i s i o n and Cross 

Timbers. Our knowledge i s , t h a t w e l l i s i n i n a c t i v e 

s t a t u s , I b e l i e v e , and I pursued t h a t w i t h Mr. P e r r i n , and 

he was su r p r i s e d t o see your l e t t e r t o Cross Timbers, 

because he was unaware of t h a t u n t i l r e c e n t l y . 

EXAMINER STOGNER: Okay, there's j u s t some good 

i n f o r m a t i o n i n t h a t of why the r u l e s are l i k e they are. 

MR. KELLAHIN: He now knows t h a t , s i r . 

EXAMINER STOGNER: Good. And f o r anybody else 

here, when s i t u a t i o n s l i k e t h i s occur i n some other pools, 

w e l l , t h a t ' s why p r o r a t i o n happens, Mr. Carr, Mr. K e l l a h i n . 

This i s a good case t o ki n d of set back and review some f 

the t h i n g s . 
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Okay, I d i d n ' t want t o beat t h a t , I j u s t t h i n k 

i t ' s some important i n f o r m a t i o n t h a t needs t o be brought 

up, and since t h a t ' s p a r t of the case, I made i t p a r t of 

the case. 

Also a t t h i s time I t h i n k i t would be important 

t o take the f i l e on NSL-3752 and NSL-3752-A — 

MR. KELLAHIN: We have no o b j e c t i o n . 

EXAMINER STOGNER: — take a d m i n i s t r a t i v e n o t i c e 

of those. 

And also I ' d l i k e t o take a d m i n i s t r a t i v e n o t i c e 

t o -- and I made t h a t a copy i n here — f i l e and Order 

Number R-11,304, issued i n Case 12,321. Now, t h i s i s our 

nomenclature. 

MR. KELLAHIN: That's the p o o l - r u l e hearing case, 

r i g h t ? 

EXAMINER STOGNER: Exactly, and t h a t ' s when t h i s 

p a r t i c u l a r pool was created, and i t ' s i n t e r e s t i n g l y enough 

t h a t the east h a l f of t h a t whole s e c t i o n was given t o the 

pool . 

Okay, thank you, Mr. P e r r i n . 

Thank you, Mr. Carr and K e l l a h i n . 

MR. KELLAHIN: Yes, s i r . 

Mr. Examiner, at t h i s time w e ' l l c a l l Mr. Bob Von 

Rhee. Mr. Von Rhee i s Sapient's g e o l o g i s t . He s p e l l s h i s 

l a s t name V-o-n R-h-e-e. 
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ROBERT W. VON RHEE, 

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. Mr. Von Rhee, f o r the record, s i r , would you 

please s t a t e your name and occupation? 

A. My name i s Robert W. Von Rhee. I'm the c h i e f 

g e o l o g i s t a t Sapient Energy Corporation. 

Q. Where do you resi d e , s i r ? 

A. Tulsa, Oklahoma. 

Q. 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 petroleum geologist? 

A. No. 

Q. Summarize f o r us your education. 

A. I have a bachelor's degree i n geology from 

L a f a y e t t e College i n Pennsylvania, a master's degree i n 

geology from the U n i v e r s i t y of I l l i n o i s . 

Q. I n what years d i d you ob t a i n those degrees, Mr. 

Von Rhee? 

A. 1975 and 1977, r e s p e c t i v e l y . 

Q. How long have you been the senior g e o l o g i s t f o r 

Sapient Energy Corporation? 

A. Since October 1st, 2000. 

Q. Have you u t i l i z e d a l l a v a i l a b l e geologic data i n 
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t h i s v i c i n i t y t o analyz e what we now c a l l t h e West 

Monument-Tubb Gas Pool? 

A. Yes, I have, a l l o f t h e p u b l i c d a t a t h a t I c o u l d 

a c q u i r e . 

Q. I n a d d i t i o n , have you examined t h e l o g s o f w e l l s 

t h a t you b e l i e v e a re r e l e v a n t t o u n d e r s t a n d i n g t h e v e r t i c a l 

l i m i t s o f t h e pool? 

A. Yes, I have. 

Q. And have you made an e x p e r t g e o l o g i c o p i n i o n 

c o n c e r n i n g t h e s i z e , shape, o r i e n t a t i o n and d i s t r i b u t i o n o f 

t h a t r e s e r v o i r w i t h i n t h e area o f concern? 

A. Yes, I have. 

Q. As a r e s u l t o f your a n a l y s i s and s t u d y , have you 

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

c o n c l u s i o n s c o n c e r n i n g t h e Barbara Number 12 w e l l , t h e 

Chevron p r o p e r t y t o t h e n o r t h and t h e Conoco-Chevron 

p r o p e r t y t o t h e west? 

A. Yes. 

MR. KELLAHIN: We t e n d e r Mr. Von Rhee as an 

e x p e r t p e t r o l e u m g e o l o g i s t . 

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

EXAMINER STOGNER: Mr. Von Rhee i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) I f y o u ' l l t u r n , s i r — and 

we're g o i n g t o have t o mark t h e s e as you go t h r o u g h them; I 

n e g l e c t e d l a s t n i g h t t o mark t h e s e , so we're s t a r t i n g w i t h 
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your E x h i b i t Number 12. And E x h i b i t 12, i f y o u ' l l f i l l i n 

the e x h i b i t s t i c k e r , i s going t o be the p r o d u c t i o n p l a t 

t h a t you have prepared and provided; i s t h a t not true? 

A. Yes. 

Q. A l l r i g h t . Let's take a moment, look a t E x h i b i t 

12, and t e l l me what you c a l l t h i s . 

A. This i s a production p l a t of the nine s e c t i o n s 

centered on Section 7, 2 0 South, 37 East. The acreage i n 

question, yellow code f o r Sapient Energy leasehold, the 

green showing the Chevron and Conoco leasehold nearby, i s 

the same p a t t e r n you saw e a r l i e r on E x h i b i t 1, area map. 

I have f i l t e r e d the w e l l s presented on t h i s map 

t o be those w e l l s t h a t were d r i l l e d i n excess of 6000 f e e t . 

Q. A l l r i g h t , l e t ' s t a l k about t h a t . When we go 

back t o E x h i b i t 1, we can look a t Mr. P e r r i n ' s E x h i b i t 1, 

he's got a l l the wellspots on here. And by f i l t e r i n g , 

then, you've excluded any wellbore t h a t doesn't provide 

data t o or through the Tubb so you could look a t the Tubb? 

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

Q. A l l r i g h t . So now when we get t o E x h i b i t 12, 

we've excluded w e l l s t h a t are not r e l e v a n t t o your 

i n v e s t i g a t i o n ? 

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

Q. We see i n the Unit L e t t e r A of Section 7 the 

Barbara 12 w e l l , and you've c i r c l e d t h a t w i t h a red c i r c l e , 
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true? 

A. That's t r u e . 

Q. You've also c i r c l e d some f i v e other w e l l s w i t h 

red c i r c l e s . What do those represent? 

A. The f i v e other w e l l s and the Barber w e l l , i f you 

look on the right-hand side y o u ' l l see a legend. The red 

c i r c l e i n d i c a t e s t h a t those w e l l s are w e l l s r e p o r t i n g a 

completion i n the Tubb i n t e r v a l . 

Q. Of these completions, how many of these are gas 

wells? 

A. The Barber 12 i s a gas w e l l , j u s t one. 

Q. The others are o i l w e l l s i n the Tubb? 

A. They appear t o be. 

Q. A l l r i g h t . I s there a r e l a t i o n s h i p between t h i s 

s i n g l e w e l l i n the West Monument-Tubb Gas Pool and the 

Monument-Tubb O i l Pool? 

A. What k i n d of r e l a t i o n s h i p ? 

Q. A p h y s i c a l r e l a t i o n s h i p i n terms of di s t a n c e . 

Where i s the Tubb O i l Pool i n r e l a t i o n t o t h i s gas pool? 

A. Oh, the best of my understanding i s t h a t the 

Monument-Tubb O i l Pool l i e s d i r e c t l y east of our acreage i n 

the Barber 12. 

Q. Okay. Using the data set f o r the Tubb i n t e r v a l , 

have you prepared a s t r u c t u r e map t h a t w i l l d e p i c t and 

i l l u s t r a t e your conclusions about the Tubb s t r u c t u r e ? 

STEVEN T. BRENNER, CCR 
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A. Yes, I have. 

Q. I s there an e x h i b i t t h a t i l l u s t r a t e s t he Tubb 

s t r u c t u r e t h a t you have prepared and analyzed? 

A. Yes, there i s . 

Q. Let's mark t h a t as E x h i b i t 13 and look a t your 

s t r u c t u r e map. Let's t a l k f i r s t about the conclusions, and 

then w e ' l l t a l k about the reasons t h a t support t h a t 

conclusion, Mr. Von Rhee. 

The f i r s t conclusion, were you able t o make a 

geologic conclusion concerning whether t h i s Tubb gas w e l l , 

the Barbara 12, i s g e o l o g i c a l l y connected w i t h the o i l 

pool? 

A. I n my opinion, the Barber 12, w h i l e i t i s 

g e o l o g i c a l l y c o r r e l a t i v e t o the Tubb O i l Pool, appears t o 

be a separate and d i s t i n c t accumulation of hydrocarbons. 

Q. Does the data set present any i n d i c a t i o n of 

concern by you t h a t the Barbara 12 w e l l i s a gas w e l l 

producing a gas cap out of an o i l pool? 

A. No. 

Q. Okay. You have p r o j e c t e d through the southwest 

corner of Section 5 a f a u l t t h a t ' s o r i e n t e d northwest t o 

southeast? 

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

Q. What i s the s i g n i f i c a n c e of t h a t f a u l t t o you i n 

analyzing the s t r u c t u r e ? 
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A. One s i g n i f i c a n c e i s t h a t the displacement across 

the f a u l t , w h i l e r e l a t i v e l y small, i s of an order of 

magnitude s u f f i c i e n t t o t r u n c a t e the p o r o s i t y zones t h a t we 

see developed i n the Tubb formation and thereby segregate 

the p o r o s i t y zones on the other side of the f a u l t . 

Q. Can you give us a geologic summary and o p i n i o n as 

t o the type of Tubb gas r e s e r v o i r you're d e a l i n g with? 

Describe what k i n d of c r i t t e r t h i s i s . 

A. Based on my examination of the w e l l s i n t h i s 

p l a t , the Tubb r e s e r v o i r i s composed of m u l t i p l e beds of 

v a r i a b l e l i t h o l o g y , predominantly limestone and dolomite. 

W i t h i n each bed you see p o r o s i t y development t h a t , f o r lack 

of a b e t t e r term, comes and goes. The development i s 

i r r e g u l a r , and i t v a r i e s s i g n i f i c a n t l y from w e l l t o w e l l . 

The i n d i v i d u a l beds are h i g h l y c o r r e l a t i v e throughout the 

area, but the p o r o s i t y t h a t develops w i t h i n them i s not 

h i g h l y c o r r e l a t i v e nor, say, h i g h l y p r e d i c t i v e . 

At — That's i t . 

Q. A l l r i g h t , l e t ' s t a l k about the methodology t h a t 

you have selected t o analyze the d i s t r i b u t i o n of the 

r e s e r v o i r when you prepared your net pay isopach of t h a t 

r e s e r v o i r . And before we look at the d i s p l a y s , l e t ' s t a l k 

about the concept. 

Were you able t o s a t i s f y y o u r s e l f t o a geologic 

c e r t a i n t y about the top and the bottom of the Tubb Pool i n 
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which t o isopach? 

A. Yes. 

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

i n t e r v a l s of dolomite and limestone? 

A. Yes. 

Q. Did you f i n d t h a t each of those i n t e r v a l s would 

be such t h a t they would contain recoverable hydrocarbons? 

A. Yes. 

Q. Were you able t o analyze the l o g data t o s a t i s f y 

y o u r s e l f t h a t you could make appropriate judgments about 

the p a r t i c u l a r p o r o s i t y c u t o f f values t o use f o r the 

dolomite p o r t i o n of the r e s e r v o i r ? 

A. Yes. 

Q. And were you able t o do so concerning the 

limestone p o r t i o n of the r e s e r v o i r ? 

A. Yes. 

Q. I n t a k i n g a l l t h a t data, were you able t o s a t i s f y 

y o u r s e l f w i t h i n a reasonable geologic p r o b a b i l i t y of what 

i s the net-pay thickness i n the Barber Number 12 we l l ? 

A. Yes. 

Q. Were you able t o do so f o r the Chevron Number 6 

w e l l i n the southeast quarter of Section 6? 

A. Yes. 

Q. Let's look at the isopach. I f y o u ' l l t u r n w i t h 

me, l e t ' s look a t what we're marking as E x h i b i t Number 14. 
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L e t ' s t a k e a moment, l e t ' s u n f o l d E x h i b i t 14. T h i s i s y o u r 

work p r o d u c t on t h e Tubb i n t e r v a l , and we're l o o k i n g a t t h e 

i s o p a c h . 

I want t o s t a r t , f i r s t o f a l l , w i t h t h e s o u t h e a s t 

q u a r t e r o f S e c t i o n 6, which i s t h e Chevron-operated 

acreage. Do you see t h a t ? 

A. Yes. 

Q. A l l r i g h t . I want t o l o o k f i r s t o f a l l a t t h e 

Matthews Number 6 w e l l , which i s l o c a t e d j u s t below what 

appears t o be t h e number 8. Do you see t h a t ? 

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

Q. A l l r i g h t , what does t h a t number 8 r e p r e s e n t ? 

A. That i s a data p o i n t f o r t h e n e t v e r t i c a l f e e t o f 

p o r o s i t y i n t h e s t r a t i g r a p h i c i n t e r v a l t h a t I'm mapping 

t h a t ' s i n excess o f t h e c u t o f f s t h a t I developed. 

Q. A l l r i g h t . So u s i n g t h a t methodology, you have 

c a l c u l a t e d 8 n e t f e e t a v a i l a b l e t o Chevron i n t h e Matthews 

Number 6 w e l l , c o r r e c t ? 

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

Q. When we go down s o u t h and l o o k i m m e d i a t e l y n o r t h 

o f t h e Barbara 12 w e l l -- i t ' s n o t shown on t h i s d i s p l a y --

t h e Matthews Number 12 w e l l i s t h e w e l l Chevron wants t o 

r e - e n t e r , t r u e ? 

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

Q. There i s no da t a p o i n t y e t on t h a t w e l l i n t h e 
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Tubb? 

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

Q. A l l r i g h t . Let's go back t o the Number 6 w e l l 

now. You've got 8 f e e t . Did you use the same methodology 

i n p u t t i n g net-pay values f o r each of the w e l l s t h a t have 

data p o i n t s on t h i s map? 

A. Yes. 

Q. So you have c o n s i s t e n t l y and a c c u r a t e l y a p p l i e d 

the same methodology i n preparing the values f o r those data 

p o i n t s ? 

A. Yes. 

Q. Based upon a review of the data, Mr. Von Rhee, 

what happened when Chevron re-entered the Matthews Number 6 

w e l l , deepened i t t o the Tubb and attempted t o produce i t ? 

A. Based on the i n f o r m a t i o n I reviewed, the outcome 

was t h a t the w e l l ' s r e s e r v o i r a t t r i b u t e s made i t t i g h t t o 

produce, not enough f l u i d — or couldn't produce enough — 

couldn't d e l i v e r f l u i d t o the w e l l b o r e , I don't remember 

the exact way i t was phrased. 

Q. So when we look at the Matthews 6 w e l l and take 

the contour value of 10 f e e t on t h a t d i s p l a y through t h a t 

southeast quarter --

A. Uh-huh. 

Q. — and look at everything n o r t h and west of the 

10-foot l i n e , what i s your opinion about the geologic 
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p r o b a b i l i t y t h a t the Tubb r e s e r v o i r would c o n t r i b u t e gas 

n o r t h and west of the 10-foot contour l i n e ? 

A. My opinion i s t h a t i t would be too t i g h t t o 

produce. 

Q. When we look a t the southeast q u a r t e r of Section 

6, the Chevron 160 acres --

A. Yes. 

Q. — how much of t h a t 160 acres do you b e l i e v e has 

the o p p o r t u n i t y t o c o n t r i b u t e Tubb gas t o a w e l l i n t he 

southeast quarter? 

A. I ' d estimate about 40 t o 50 acres. 

Q. Okay, l e t ' s look now i n the east h a l f of the east 

h a l f of 7 — 

A. Okay. 

Q. — and look a t the Barbara 12 w e l l . Using the 

same methodology, what i s the net-pay thickness you have 

c a l c u l a t e d f o r the Sapient well? 

A. T h i r t y f e e t . 

Q. When you compare the east h a l f of the east h a l f 

of 7 t o the southeast of 6 and look a t the p o t e n t i a l 

p r o d u c t i v e acreage i n r e l a t i o n t o those two areas, what do 

you conclude? 

A. The p o t e n t i a l productive acreage i n the east 

h a l f , east h a l f of 7 i s -- some math — thr e e t o f o u r times 

as great as i n the southeast of Section 6. 
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Q. A l l r i g h t . Draw the geologic conclusion and 

comparison, i f you w i l l , based upon your data and maps, 

between the east h a l f of the east h a l f of 7 and the west 

h a l f of the east h a l f of 7. 

A. Based on these maps, the west h a l f of the east 

h a l f of 7 should encounter t h i n n i n g r e s e r v o i r and 

u l t i m a t e l y have less productive acreage as i n the east h a l f 

of the east h a l f of Section 7. 

Q. Let's look now t o v a l i d a t e the isopach by 

comparing i t t o your s t r u c t u r e map. I f y o u ' l l take a 

moment, l e t ' s u n f o l d the s t r u c t u r e map, which we're going 

t o mark as E x h i b i t 15 --

A. That's what we d i d . Didn't we do the s t r u c t u r e ? 

Oh, you mean the cross-section? 

Q. I'm so r r y , the cross-section i s E x h i b i t 15, and 

l e t ' s compare the cross-section, E x h i b i t 15, t o the 

isopach. 

I don't propose t h a t you describe the e n t i r e 

c r o s s - s e c t i o n , Mr. Von Rhee, but I would l i k e t o d i r e c t 

your a t t e n t i o n t o two w e l l s . I f y o u ' l l s t a r t on the f a r 

l e f t w i t h the l e t t e r A, l e t ' s look a t the l o g of the 

Sapient w e l l and describe f o r Mr. Stogner how you have 

c a l c u l a t e d the net-pay components f o r the Tubb gas 

r e s e r v o i r i n t h a t log f o r t h a t wellbore. 

A. The l o g f o r the Sapient Barber Number 12 on the 
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l e f t - h a n d of cross-section A-A' i s a neutron l i t h o d e n s i t y 

l o g , and a l i n e has been scribed at the 4-percent p o r o s i t y 

value. The p o r o s i t i e s are presented on t h i s l o g , based on 

a limestone m a t r i x density. And based on the work t h a t I 

d i d i n the area, the equivalent limestone and e q u i v a l e n t 

dolomite p o r o s i t i e s i n excess of 4-percent c u t o f f on t h i s 

p r e s e n t a t i o n would be c o n t r i b u t i n g p o r o s i t y . And so — 

Q. That's on what, the limestone or the dolomite? 

A. Well, the e f f e c t of s c r i b i n g a 4-percent l i n e on 

t h i s p o r o s i t y l o g , which i s c a l c u l a t e d based on a 2.71 

g r a i n d e n s i t y , matrix density, i s t h a t you are p i c k i n g 

p o r o s i t y i n excess of 4 percent i n the limestones, and 

you're p i c k i n g p o r o s i t y i n excess of about 10.3 percent i n 

the dolomite. 

Q. As a r e s u l t of t h a t a n a l y s i s , do you have 

confidence t h a t you have a r r i v e d at an a p p r o p r i a t e p o r o s i t y 

c u t o f f value t o use when you provide t h a t i n f o r m a t i o n t o 

your r e s e r v o i r engineer t o do c a l c u l a t i o n s ? 

A. Yes. 

Q. And what number, then, d i d you use and p rovide t o 

him? 

A. The 33 f e e t , wasn't i t ? 

Q. Yes, s i r . 

A. Right. 

Q. T h i r t y - t h r e e f e e t of net p o r o s i t y t h i c k n e s s , 
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using what c u t o f f ? 

A. The c u t o f f presented on t h i s l o g i n c r o s s - s e c t i o n 

A-A' . 

Q. A l l r i g h t . So you've a p p r o p r i a t e l y adjusted the 

i n f o r m a t i o n given and c a l c u l a t e d t o deal w i t h the c u t o f f s 

i n the dolomite and the c u t o f f values i n the limestone? 

A. Yes, I have. 

Q. And you use t h a t c o n s i s t e n t l y throughout your 

analysis? 

A. Yes, I have. 

Q. Let's compare the logs of the Sapient Barber 12 

w e l l t o the Chevron Matthews Number 6 w e l l , up i n the 

southeast of 6, which i s the next l o g . Make t h a t 

comparison f o r us. 

A. Okay, the log f o r the Chevron Number 6 i s a sonic 

p r e s e n t a t i o n . I t presents microseconds per f o o t . Two 

p o r o s i t y c u t o f f s are i n d i c a t e d on t h i s l o g . One i s a t 52 

microseconds and one i s at 58 1/2 microseconds. The 52 

microseconds c u t o f f i s the a p p l i c a b l e c u t o f f i n the 

limestones, d e l i v e r i n g p o r o s i t y t h a t I f e l t was 

c o n t r i b u t i n g p o r o s i t y , and the 58.5 c u t o f f i s a c u t o f f f o r 

the d o l o m i t i c p o r t i o n s of the r e s e r v o i r as c o n t r i b u t i n g 

p o r o s i t y . 

Q. Okay. Any i n d i c a t i o n on analyzing t h i s t h a t the 

r e s u l t s from the Matthews 6 are anything other than the 
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f a c t t h a t the Tubb i s a t i g h t r e s e r v o i r a t t h a t p o s i t i o n 

and won't produce? 

A. No. 

Q. A l l r i g h t , l e t ' s go back t o the isopach. How 

long, Mr. Von Rhee, have you been analyzing logs and w e l l s 

and doing studies l i k e you've j u s t done on the Barbara 12 

wel l ? How long have you been doing i t ? 

A. Over 2 0 years. 

Q. Based upon your 2 0 years of experience and 

judgment and e x p e r t i s e , have you determined t h a t the most 

probable o r i e n t a t i o n of the Tubb Reservoir as i t moves t o 

the south of the Barbara 12 w e l l i s as you have depicted 

i t ? 

A. Yes. 

Q. Explain f o r us the r a t i o n a l e f o r your judgment 

and o p i n i o n t h a t the r e s e r v o i r has t h i s o r i e n t a t i o n and 

a x i s . 

A. There's a very l i m i t e d data set on which t o base 

t h i s . I f t h i s r e s e r v o i r were o r i e n t e d northwest t o 

southeast, p a r a l l e l t o the d i s t r i b u t i o n of the 

d i s t r i b u t i o n , you would expect, a n t i c i p a t e t o see, I t h i n k , 

a l i t t l e more co n s i s t e n t p o r o s i t y thicknesses as you move 

through the data. 

As you move through the data from the northwest 

t o the southeast, you move from t h i n data p o i n t s i n t o 
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t h i c k , back i n t o t h i n , f o r instance i n Section 6, back i n t o 

t h i c k e r data p o i n t s i n 5 and 7 and the northwest of 8, back 

i n t o t h i n i n the middle of 8, and t h i c k again i n the 

southeast of 8 and t h i n again i n the f a r southeast of 8. 

So despite the r e s t r i c t e d data p o i n t s , i t gives 

the appearance of i n t e r s e c t i n g a se r i e s of p o r o s i t y lobes 

t h a t t r e n d from northeast t o southwest or a t r i g h t angles 

t o the t r e n d of the data or some oblique angle. 

Q. The o r i e n t a t i o n of the Tubb t r e n d t h a t you have 

depicted i n which the Barbara 12 w e l l produces i s 

co n s i s t e n t , then, w i t h the data a v a i l a b l e f o r you i n the 

area f o r those Tubb penetrations? 

A. Yes, I believe so. 

MR. KELLAHIN: Mr. Examiner, t h a t concludes my 

examination of Mr. Von Rhee. 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 12 through 15. 

EXAMINER STOGNER: E x h i b i t s 12, 13, 14 and 15 

w i l l be admitted i n t o evidence i f there's no o b j e c t i o n . 

MR. CARR: There are no o b j e c t i o n s . 

EXAMINER STOGNER: Thank you, Mr. K e l l a h i n . 

Mr. Carr, your witness. 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Von Rhee, i f I understand your testimony, 

your g e o l o g i c a l i n t e r p r e t a t i o n shows s u b s t a n t i a l reserves 
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under the east h a l f of the east h a l f of Section 7; i s t h a t 

c o r r e c t ? 

A. Yes. 

Q. And these e x h i b i t s were prepared, i t looks t o me 

l i k e two days ago; i s t h a t correct? 

A. That's when they were pr i n t e d ? When were they 

a c t u a l l y prepared? 

A. They were prepared w i t h i n the l a s t week. 

Q. And at the time t h a t they were prepared, you knew 

t h a t Sapient was coming before t h i s agency seeking approval 

of an east h a l f - e a s t h a l f u n i t , d i d you not? 

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

Q. And you've t e s t i f i e d about the r a t i o n a l e you used 

i n a p p l y i n g the data. I f I look a t the Bertha Barber 

Number 12 i n 7, d i d you have any data a v a i l a b l e t o you 

south of t h a t w e l l on t h a t spacing u n i t ? 

A. No. 

Q. Did you have any west of t h a t w e l l a v a i l a b l e t o 

you, or southwest? 

A. No. 

Q. And so as you i n t e r p r e t the r e s e r v o i r extending 

o f f t o the south and west, you're r e a l l y a n a l o g i z i n g from 

i n f o r m a t i o n o f f t o the north and the east; i s t h a t r i g h t ? 

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

MR. CARR: That's a l l I have, thank you. 
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EXAMINATION 

BY EXAMINER STOGNER: 

Q. Okay, i n E x h i b i t Number 14, drop down t o the 

southeast quarter of Section 8, and back t o the east 

there's an extensive Monument-Tubb Pool; i s t h a t your 

understanding? 

A. Yes, s i r . 

Q. Okay, and i t ' s an o i l pool. And I guess — and 

you t e s t i f i e d t h a t you believe t h i s i s two s t r u c t u r e s , t h a t 

the West Monument-Tubb Gas Pool i s not p a r t of the Monument 

Pool a t a l l , g e o l o g i c a l l y speaking? 

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

Q. Okay, i f I f o l l o w t h a t contour l i n e , maybe a 30-

f o o t contour l i n e , there again on Section 14, t h a t ' s t o the 

t h a t ' s your f a r eastern one. I t k i n d of connects those 

two pools, the same as the 25-foot contour l i n e . I guess 

I'm not catching t h a t . I don't see why these are two 

separate pools. 

MR. KELLAHIN: Are you lo o k i n g a t the isopach, 

Mr. Stogner? 

EXAMINER STOGNER: Yeah, I'm l o o k i n g a t E x h i b i t 

Number 14, which i s the isopach. 

MR. KELLAHIN: I f you compare i t t o the s t r u c t u r e 

too -- make t h a t comparison, Mr. Von Rhee. 

THE WITNESS: The maps are incomplete t o 
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s u f f i c i e n t l y describe by the contours the conclusion t h a t I 

presented t o you t h a t they were separate. 

Y o u ' l l n o t i c e a t h i n data p o i n t i n the southeast 

of the northwest of Section 8. The p o r o s i t y i s t h i n n i n g i n 

t h a t d i r e c t i o n . The data also show the p o r o s i t y i s 

t h i n n i n g from the northeast-northeast of 17 t o the 

southwest of the southeast of 8. We go from 34 t o 19. 

What these maps u l t i m a t e l y need t o show i s the 

l i k e l i h o o d t h a t the Tubb r e s e r v o i r t h i n s t o a p o i n t t h a t 

e f f e c t i v e l y segregates the f l u i d s on the southeast side of 

Section 8. 

I n a d d i t i o n , there's a s t r u c t u r a l saddle i n the 

southeast of 8. I t ' s not very apparent, based on t h i s 

l i m i t e d data map, but on E x h i b i t 13 you reach a low p o i n t 

s t r u c t u r a l l y i n the southeast corner of 8, and then you 

have a w e l l t h a t comes back u p s t r u c t u r e . I t ' s minor, but 

i t ' s t h e r e . 

So we have t h i n n i n g r e s e r v o i r , we have a 

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

saddle, once again, are s i m i l a r t o the dimensions of the 

p o r o s i t y u n i t s we're speaking o f. 

I n a d d i t i o n , I d i d look at the p r o d u c t i o n f u r t h e r 

east i n the Monument-Tubb f i e l d over about, I ' d say, 2 0 or 

3 0 w e l l s t h a t are immediately east of t h i s area, and about 

the h i g h e s t cumulative GOR I saw there was about 500,000. 
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And y e t i t was f a i r l y good o i l produced. 

Our w e l l , the Barber Number 12, was almost a dry 

gas w e l l . 

So l o o k i n g at the geology of the f a u l t s , t he 

t h i n n i n g r e s e r v o i r , the s t r u c t u r a l saddle and the much 

d i f f e r e n t f l u i d content of the Barber 12, I f e l t l i k e i t 

was probably a separate and d i s t i n c t accumulation. 

Q. (By Examiner Stogner) Okay, I immediately, 

whenever I saw t h i s , thought of a gas cap through t h a t 

Monument-Tubb. 

A. Excuse me? 

Q. You're saying there's enough sepa r a t i o n between 

these two pools t h a t t h a t ' s not l i k e l y ? 

A. I don't t h i n k so. 

Q. And why i s that? 

A. For the reasons I j u s t s t a t e d . I mean, I ' l l run 

through them again, I . . . 

Q. Oh, there's no need of doing t h a t , I can read — 

A. Well, I may not have been c l e a r . 

Q. Okay, i n r e f e r r i n g t o E x h i b i t Number 12, the only 

Tubb producers are those marked i n red; i s t h a t r i g h t ? 

A. To the best of my knowledge, t h a t ' s c o r r e c t . 

Q. Okay, how about the w e l l s t h a t — I mean, how 

about h i s t o r i c a l . Some of these could be o l d producers? 

A. This included, I t h i n k , as much as I could t e l l , 
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the h i s t o r i c a l completions also. 

EXAMINER STOGNER: Thank you, Mr. Von Rhee. 

Any other questions of t h i s witness? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: You may be excused. 

MR. KELLAHIN: Mr. Examiner, our l a s t witness i s 

Mr. Kyle T r a v i s . Mr. Travis i s a petroleum engineer. 

P. KYLE TRAVIS, 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. A l l r i g h t , s i r , are you ready? 

A. I'm ready. 

Q. Mr. Tr a v i s , f o r the record, s i r , would you please 

s t a t e your name and occupation? 

A. Paul Kyle Travis. I'm pres i d e n t of Sapient 

Energy. 

Q. Where do you resi d e , s i r ? 

A. Tulsa, Oklahoma. 

Q. I n a d d i t i o n t o being president of Sapient Energy 

Corporation, do you hold any t e c h n i c a l degrees? 

A. Yes, I have a petroleum engineering degree from 

the U n i v e r s i t y of Oklahoma. 

Q. I n what year d i d you o b t a i n t h a t ? 

STEVEN T. BRENNER, CCR 
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A. I graduated i n 1978. 

Q. What are your r e s p o n s i b i l i t i e s and d u t i e s f o r 

Sapient Energy Corporation? 

A. I n a d d i t i o n t o being p r e s i d e n t , I am operations 

manager, and so the f i e l d operations and engineers a l l 

r e p o r t t o me. 

Q. Have you prepared r e s e r v o i r engineering 

c a l c u l a t i o n s concerning the Barbara 12 w e l l t h a t Sapient 

now operates? 

A. Yes, the Barber 12. 

Q. I'm so r r y , the Barber 12 w e l l . 

A. Yes, I have. 

MR. KELLAHIN: We tender Mr. T r a v i s as an expert 

petroleum engineer. 

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

EXAMINER STOGNER: Mr. Travis i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Mr. T r a v i s , have you been 

provided by Mr. Von Rhee h i s geologic conclusions and 

opinions concerning geologic parameters and values? 

A. Yes, I have. 

Q. And have you u t i l i z e d t h a t geologic i n f o r m a t i o n 

t o make a volu m e t r i c c a l c u l a t i o n concerning the Barber 12 

well ? 

A. Yes, I have. 

Q. I n a d d i t i o n , have you app l i e d conventional 
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r e s e r v o i r engineering methodologies and c a l c u l a t i o n s t o 

a r r i v e a t an estimate of the o r i g i n a l gas i n place f o r t h a t 

w e l l ? 

A. Yes, I have. 

Q. Has t h a t i n f o r m a t i o n been summarized i n the form 

of an e x h i b i t ? 

A. A c t u a l l y several e x h i b i t s . 

Q. A l l r i g h t , l e t ' s look a t E x h i b i t 6 [ s i c ] f i r s t 

and have you i d e n t i f y f o r us what we're l o o k i n g a t . 

A. Okay, E x h i b i t 6 i s e n t i t l e d "Barber 12 Volumetric 

C a l c u l a t i o n s " , and I l i s t my assumptions t h e r e . Obviously 

we don't know acres. We're t r y i n g t o get t o a drainage 

f i g u r e . 

The average thickness I used was 3 0 f e e t , which 

was the amount of pay encountered i n the Barber 12 w e l l . 

P o r o s i t y , c a l c u l a t e d an average p o r o s i t y of 11.8 

percent, c a l c u l a t e d average water s a t u r a t i o n 21.2 percent. 

Then the i n i t i a l pressure, I had t o look a t an 

analogous w e l l . When t h i s w e l l was recompleted, t h e r e was 

a p i p e l i n e r i g h t there, so there was no s h u t - i n time. 

Cross Timbers d i d not shut the w e l l i n . As soon as they 

completed the w e l l , they immediately s t a r t e d producing i t 

t o sales. There was no i n i t i a l pressure. 

So i n the absence of t h a t , I looked a t D w i g h t ' s 

Data i n t h a t area and found a v i r g i n pressure i n the Warren 
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f i e l d about t e n miles away t h a t had i n i t i a l bottomhole 

pressure of 2 57 0 p . s . i . at about the same depth, the 64 00 

f e e t . 

Q. I s i t a reasonable engineering judgment t o use 

t h a t methodology t o a r r i v e at o r i g i n a l r e s e r v o i r pressure 

i n the Tubb a t t h i s depth? 

A. Yes, i n the absence of measured data, i t ' s the 

best method I had a v a i l a b l e t o me. 

Q. As a r e s u l t of t h i s data, then, you are able t o 

make a conventional engineering c a l c u l a t i o n about the 

volume of gas per a c r e - f e e t , true? 

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

Q. You are now at the p o i n t i n time of a n a l y z i n g 

t h i s as a r e s e r v o i r engineer t o make some c a l c u l a t i o n s so 

t h a t you can determine what i s the probable drainage area 

f o r the Barber Number 12 well? 

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

Q. And you can use m u l t i p l e d i f f e r e n t ways t o do 

t h a t , one of which would be by d e c l i n e analysis? 

A. Correct. 

Q. And have you done that? 

A. Yes. 

Q. And another one i s by m a t e r i a l balance. Have you 

done t h a t ? 

A. Yes, I have. 
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Q. As a r e s u l t of the d e c l i n e a n a l y s i s , what do you 

estimate i n your p r o f e s s i o n a l o p i n i o n t o be the drainage 

area a t t r i b u t a b l e t o the Barber Number 12 well? 

A. Okay, l e t ' s stay on E x h i b i t 6 f i r s t , and t h a t 

o r i g i n a l recoverable gas i n place t h a t I c a l c u l a t e t h e r e of 

.75 m i l l i o n cubic f o o t per acre- f o o t w i l l be used l a t e r on 

i n some of these other c a l c u l a t i o n s . 

Okay, now we can move on the d e c l i n e a n a l y s i s . 

Q. Before you run through the assumptions and 

c a l c u l a t i o n , what i s the conclusion under t h a t d e c l i n e -

a n a l y s i s methodology as t o the area being drained? 

A. Approximately 107 acres drainage. 

Q. A l l r i g h t . When we get t o the m a t e r i a l balance 

c a l c u l a t i o n , w e ' l l look through the assumptions t h e r e , but 

the f i n a l c a l c u l a t i o n i s 103 acres? 

A. Correct. 

Q. Using two d i f f e r e n t methodologies, then, you get 

drainage of s u b s t a n t i a l l y less than 160 acres? 

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

Q. When we look at the common d i v i s i o n spacing of 

40, 80s and 160 acres, what i s the best f i t f o r spacing f o r 

t h i s w e ll? 

A. I n my opinion, 80 acres. 

Q. Let's go back t o the decline-curve a n a l y s i s , and 

lead us through the c a l c u l a t i o n by which you determined i n 
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your best judgement t h a t you're a f f e c t i n g 107 acres. 

A. Okay. You can look back at Mr. P e r r i n ' s e x h i b i t , 

where he l i s t e d the produced gas volumes on a monthly 

basis, and you can see the l a s t three months of 2 000 t h e r e 

was very l i t t l e d e c l i n e t h a t — The produced volumes were 

40.7 m i l l i o n , 39.1 m i l l i o n and 39.9 m i l l i o n . Just very 

l i t t l e d e c l i n e had been e x h i b i t e d up t o t h a t p o i n t . 

So i t ' s hard t o e x t r a p o l a t e , you know, a d e c l i n e 

w i t h o u t a d e c l i n i n g w e l l . The w e l l has --

Q. But there's a way t o do t h a t , i s n ' t t h e r e , Mr. 

Travis? 

A. There are c e r t a i n l y ways t o estimate t h a t . 

Q. And you've overcome t h a t l i m i t a t i o n by analyzing 

the character and performance of the Tubb gas w e l l as you 

would expect i t t o perform, and i n doing so you've 

e s t a b l i s h e d a dec l i n e r a t e and an expected l i f e ? 

A. That i s c o r r e c t . The w e l l has a c t u a l l y — That 

t a b l e t h a t I r e f e r r e d t o through December was the l a s t 

month of a c t u a l sales. 

We have pumper estimates t h a t a c t u a l l y show i n 

January i t was d e c l i n i n g down t o 3 8 m i l l i o n . The f i r s t 

couple weeks of February, the w e l l was producing about 1200 

MCFD. 

So i t looks l i k e i t ' s crossed over and i s now 

s t a r t i n g t o d e c l i n e . 

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 

73 

Q. You're g e t t i n g changes i n your — 

A. -- monthly production. 

Q. Monthly production i s decreasing. And do you 

have pressure data t o show you t h a t the pressure i s 

dropping i n the well? 

A. The f l o w i n g t u b i n g pressure — 

Q. The f l o w i n g t u b i n g pressure i s dropping. 

A. — i s dropping as w e l l . So what has happened i s , 

the w e l l was not produced at i t s f u l l c a p a b i l i t y and was 

r e s t r i c t e d t o something i n the 4 0- t o 45-million-a-month 

range. I t looks l i k e now t h a t i t ' s c r o s s i n g t h a t p o i n t 

where i t w i l l no longer be able t o do t h a t and w i l l s t a r t 

d e c l i n i n g . 

So I then looked at -- I n absence of an 

e x t r a p o l a t a b l e d e c l i n e , I said, what i s a reasonable w e l l 

l i f e f o r a w e l l of t h i s nature? and f e l t i t would probably 

produce f o r somewhere i n the 15- t o 25-year range and 

somewhat a r b i t r a r i l y used 20 years. The l o o k - a l i k e w e l l i n 

-- or the w e l l i n Warren where I took the pressure, i t 

produced f o r 17 years. I thought 20 years was a reasonable 

estimate. So i n order t o produce i t a t a 20-year w e l l 

l i f e , i t r e q u i r e d me t o decline the w e l l a t 24 percent from 

t h i s p o i n t forward. 

Q. I s t h a t w i t h i n the range of reasonableness i n 

p r o j e c t i n g a d e c l i n e r a t e f o r a Tubb gas w e l l ? 
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A. Yes. 

Q. A l l r i g h t . Having f i n i s h e d t h i s c a l c u l a t i o n and 

d e r i v e d a t 107 ac r e s , i s t h e r e an e s t a b l i s h e d d i s c i p l i n e 

f o r a r e s e r v o i r e n g i n e e r t o a t t e m p t t o a n a l y z e t h i s i n a 

d i f f e r e n t way t o e i t h e r c o n f i r m o r r e j e c t what you've done 

by t h e d e c l i n e a n a l y s i s method? 

A. Yes, m a t e r i a l balance. 

Q. A l l r i g h t , l e t ' s l o o k a t t h e m a t e r i a l b a l a n c e . 

E x h i b i t 18 i s t h e summary. I t shows t h e c o n c l u s i o n o f 103 

a c r e s . 

A. R i g h t . 

Q. When you r u n t h r o u g h t h e s e assumptions and have 

t h i s c a l c u l a t i o n t h a t has a c l o s e f i t between 103 and 107 

a c r e s , what does t h a t t e l l you? 

A. W e l l , I f e e l t h a t t h e methods c o n f i r m each o t h e r 

and g i v e a re a s o n a b l e e s t i m a t e o f t h e d r a i n a g e a r e a , 

a p p r o x i m a t e l y 100-plus a c r e s . 

Q. You s a i d one o f your r e s p o n s i b i l i t i e s and d u t i e s 

i s t h e o p e r a t i o n a l a s pects o f t h e w e l l f o r S a p i e n t ; i s t h a t 

n o t t r u e ? 

A. C o r r e c t . 

Q. As p a r t o f those r e s p o n s i b i l i t i e s , have you 

caused t o be p r e p a r e d an e s t i m a t e o f what i t would c o s t t o 

d r i l l and complete a new Tubb gas w e l l i n t h i s area t o 

access t h e Tubb? 
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A. Yes, I d i d . 

Q. L e t ' s l o o k a t E x h i b i t 19 and have you t e l l us 

what t h o s e numbers a r e . 

A. T h i s i s an AFE p r o v i d e d by G e r a l d Lucero i n our 

o f f i c e f o r d r i l l i n g o f a 660 0 - f o o t Tubb w e l l , w h i c h i s a 

w e l l s u f f i c i e n t t o t e s t t h e Tubb i n t h e e a s t h a l f — excuse 

me, t h e west h a l f , e a s t h a l f o f S e c t i o n 7. And i t shows a 

completed w e l l c o s t o f a p p r o x i m a t e l y $347,000. 

Q. Does Mr. Lucero r e g u l a r l y and r o u t i n e l y p e r f o r m 

t h i s f u n c t i o n under your d i r e c t i o n and s u p e r v i s i o n ? 

A. Yes, he does. 

Q. And do you f i n d h i s work t o be a c c u r a t e and 

r e l i a b l e ? 

A. Yes, i t i s . 

Q. And do you make e x p e n d i t u r e s based upon h i s 

e s t i m a t e s on a r e g u l a r b a s i s ? 

A. Yes, I do. 

Q. I n your o p i n i o n , what would i t c o s t t o d r i l l and 

complete a Tubb gas w e l l i n t h i s area? 

A. $347,000. 

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

Mr. T r a v i s , Mr. Stogner. 

We move t h e i n t r o d u c t i o n o f h i s E x h i b i t s 16 

t h r o u g h 19. 

MR. CARR: No o b j e c t i o n . 
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EXAMINER STOGNER: E x h i b i t s 16 t h r o u g h 19 w i l l be 

admitted i n t o evidence. 

Thank you, Mr. K e l l a h i n . 

Mr. Carr, your witness. 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Tr a v i s , i n your c a l c u l a t i o n s you've set out 

the basic assumptions you have u t i l i z e d , and i n each of 

them you have u t i l i z e d a thickness of 30 f e e t ; 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. I f I look a t the Bertha Barber w e l l , have you not 

p e r f o r a t e d only 21 -- say 25 feet? 

A. That i s a l l cross — Let me v e r i f y t h a t . That 

may w e l l be, but t h a t doesn't l i m i t the pay. 

Q. I f you do overestimate the thickness i t would, i n 

f a c t , r e s u l t i n a smaller drainage area; i s n ' t t h a t f a i r t o 

say? 

A. Yes, but I d i d not overestimate the t h i c k n e s s . 

Q. Even though you p e r f o r a t e d less than 3 0 fe e t ? 

A. Right, they d i d not p e r f o r a t e a l l the p o r o s i t y . 

Q. And you're sure t h a t ' s p o r o s i t y , not shale? 

A. Yes, I am. 

Q. I f we look a t your c a l c u l a t i o n s and you come up 

w i t h estimates of number of acres t o be drained of e i t h e r 
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103 or 107 acres, from — What acres are actually going to 

be drained? We would d r a i n , i t ' s f a i r t o say, the 

northeast-northeast of 7 where the w e l l i s l o c a t e d ; i s n ' t 

t h a t f a i r t o say? 

A. Let me get t h a t map out. The nort h e a s t - n o r t h e a s t 

of 7, yes. 

Q. Okay. 

EXAMINER STOGNER: What map are you r e f e r r i n g t o , 

Mr. Travis? 

THE WITNESS: I was loo k i n g a t the isopach map. 

EXAMINER STOGNER: E x h i b i t Number 14. 

Q. (By Mr. Carr) So you're d r a i n i n g the northeast 

of the northeast. That's 4 0 acres. We'd also be d r a i n i n g 

w i t h t h a t w e l l reserves from the southeast-southeast of 

Section 6, w i l l we not? 

A. I don't believe once Chevron d r i l l s t h e i r w e l l 

t h a t we w i l l be. 

Q. To get t h i s 102, 103 acres, what about we look a t 

the 4 0 acres being the northwest of the northeast? Would 

i t d r a i n t h a t acreage? 

A. I don't t h i n k so. 

Q. Where are you p u t t i n g t h i s 102 acres, Mr. Travis? 

A. I t h i n k i t w i l l be an elongated e l l i p t i c a l shape 

t h a t w i l l l i k e l y encompass a l l of the no r t h e a s t - n o r t h e a s t 

of 7. Without a w e l l i n 8, and w i t h the thi c k n e s s 
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e x h i b i t e d over t h e r e , I t h i n k w e ' l l get some b l e e d - o f f i n t o 

t h e r e , and I t h i n k i t w i l l be, again, an elongated 

e l l i p t i c a l encompassing the southeast-northeast so t h a t the 

east h a l f - n o r t h e a s t , w i t h a l i t t l e b i t i n t o 8 and p o s s i b l y 

a l i t t l e b i t i n t o the southwest-northeast of 7. 

Q. I f we look at Section 7, i s i t your testimony 

t h a t t h e r e are not producible reserves under the northwest 

of the northeast? 

A. That there are not producible reserves. No. 

Q. Do you t h i n k there are, under the northwest of 

the northeast? 

A. Yes, I do. 

Q. To get those reserves, Conoco and Chevron would 

have t o d r i l l a w e l l ; i s n ' t t h a t c o r r e c t ? 

A. That's my opinion. 

Q. I f they don't d r i l l a w e l l , would those reserves 

be produced by the Barber Number 12? 

A. Possibly, again some i n the very, very south 

p o r t i o n of t h a t 80 acres. 

Q. I n your opinion, are there no p r o d u c i b l e reserves 

i n the northwest of the northeast of 6? 

A. You said the northwest of the northeast of 6? 

Q. I'm saying the southwest — 

A. Okay. 

Q. -- southeast, I'm s o r r y , of 6. 
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MR. KELLAHIN: I'm confused now. Southeast-

southeast of 6? 

MR. CARR: Southwest-southeast of 6. 

MR. KELLAHIN: Okay. 

THE WITNESS: No, I — ther e may — you're 

s t a r t i n g t o get i n t o the edge th e r e , but t h e r e probably are 

pro d u c i b l e reserves under there. 

Q. (By Mr. Carr) Now, as we developed, t h e r e was a 

w e l l d r i l l e d i n the northwest of the northeast of 7. I 

mean, t h a t could change the i n t e r p r e t a t i o n ; i s n ' t t h a t 

r i g h t ? 

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

Q. Aren't we c r e a t i n g a s i t u a t i o n where i f Conoco 

and Chevron want t o produce t h e i r reserves i n the west h a l f 

of the east h a l f , they're going t o have t o d r i l l a w e l l ; 

i s n ' t t h a t r i g h t ? 

A. Correct. 

Q. I f Chevron wants t o produce the reserves 

a v a i l a b l e t o i t n o r t h of there i n the southeast of 6, i t 

has t o d r i l l or recomplete a w e l l , c o r r e c t ? 

A. Correct. 

Q. I f the owners of the southwest of 5 want t o 

produce the reserves they have t h e r e , they have t o d r i l l a 

w e l l , do they not? 

A. Correct. 
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Q. And you, i f you're going t o produce reserves o f f 

of the acreage being the west h a l f of the northwest of 8, 

you have t o d r i l l a w e l l over there too, would you not? 

A. Run t h a t by me again. 

Q. I mean, wouldn't you — To produce reserves under 

the west h a l f , northwest of 8, do you have t o d r i l l another 

w e l l ? 

A. Yeah, I t h i n k — L e f t u n d r i l l e d , I t h i n k the 

Barber 12 w i l l get some of those reserves over t h e r e . 

Q. Are your r o y a l t y owners the same i n Section 8? 

A. I do not know. I b e l i e v e they are. Yes, they 

are. 

Q. But the scenario could be, you have a w e l l t h a t 

w i l l d r a i n 107 acres. We assume i t ' s r a d i a l . Do you t h i n k 

t h a t ' s f a i r t o assume? 

A. No. 

Q. Do you t h i n k i t would at l e a s t be i n the area i n 

t h i s r e s e r v o i r w i t h gas s a t u r a t i o n , not down i n the o i l 

leg? 

A. I do not believe — Yeah, I b e l i e v e i t w i l l be i n 

the gas s a t u r a t i o n . 

Q. And i s i t your testimony t h a t t h a t 102 acres i s 

going t o f i t r i g h t i n t o the east h a l f , east h a l f ? 

A. No, I b e l i e v e I've already s t a t e d t h a t I t h i n k 

the drainage w i l l s l i p over i n t o p a r t of the northwest of 8 
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and p a r t of the southwest-northeast of 7, as w e l l . 

Q. Okay, and without the w e l l s i n , say, the 

southwest-northeast of 7, those reserves would u l t i m a t e l y 

be recovered by your w e l l , the Number 12? 

A. A small p o r t i o n . 

Q. And so t o recover the reserves t h a t can be 

drained by your w e l l , your recommendation i s t h a t Chevron 

and Conoco spend about $350,000 f o r another w e l l ? 

A. Right. The good t h i n g i s , i t c e r t a i n l y , I don't 

t h i n k , could be construed as waste. I f they had j u s t a 

f r a c t i o n of the w e l l t h a t we do -- say they got 1 BCF 

reserves. At today's gas p r i c e s and a t those d r i l l i n g -

completion costs, they would get about a t e n t o one, which 

i s h a r d l y poor economics. 

Q. Are they going t o recover more gas w i t h t h a t 

second w e l l than could be recovered i f the Bertha Barber 12 

produced? 

A. I be l i e v e so. 

Q. So i t ' s not j u s t r a t e a c c e l e r a t i o n you're t a l k i n g 

about? 

A. Right — 

Q. And — 

A. more reserves. 

Q. — i t ' s g e o l o g i c a l i n t e r p r e t a t i o n of the 

r e s e r v o i r as i t extends o f f t o the south and the west of 
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your l o c a t i o n ? 

A. Right. 

MR. CARR: That's a l l I have. 

EXAMINER STOGNER: Thank you, Mr. Carr. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. T r a v i s , d i d you do a r e s e r v o i r assessment of 

the Monument-Tubb back t o the east, over i n 8? 

A. I looked a t i t and looked a t c e r t a i n aspects of 

i t . 

Q. What aspects d i d you look f o r ? 

A. One of the t h i n g s I looked a t were the GORs of 

the producing w e l l s t o see i f , indeed, i t appeared l i k e — 

i f we might be a gas cap t o t h a t r e s e r v o i r . 

And one of the t h i n g s t h a t I found was t h a t 

the — i f -- GORs i n the south h a l f of 9, which of course 

i s the s e c t i o n immediately east of 8, had very high GORs. 

One w e l l had a GOR of 594,000, another one 454,000, and 

then the GOR f e l l o f f away from there t o lower volume — or 

lower r a t i o s , and some i n the 7000-to-10,000 range, even as 

low as 3000. 

Then also I looked a t the q u a l i t y of w e l l s going 

from the meat of the f i e l d i n Section 9, t r a n s v e r s i n g west 

i n t o Section 8, and you r e a l l y see the q u a l i t y of w e l l s 

f a l l o f f when you get i n t o those two producers i n the 
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southeast of 8. One w e l l has cum'd 1781 b a r r e l s and 8000 

MCF, and another w e l l , 12,000 b a r r e l s and 30 m i l l i o n cubic 

f e e t . One l o c a t i o n o f f s e t s the w e l l s t h a t cum'd 369 

m i l l i o n cubic f e e t of gas and 197,000 cubic f e e t of gas. 

So i t looks l i k e there's a q u a l i t y d e t e r i o r a t i o n as you 

move west i n t o 8. 

And f u r t h e r , again, you know, there's a l o t 

happening s t r a t i g r a p h i c a l l y here w i t h p o r o s i t y pinchouts, 

and i t looks l i k e t h a t ' s why the development stopped t h e r e 

a t 8, as you s t a r t e d g e t t i n g l o w - q u a l i t y r e s e r v o i r and i s 

p a r t of the reason f o r separating Section 7 from Section 8. 

Part of my p o i n t t h e r e , Mr. Examiner, i s , i f 

th e r e i s a gas cap associated w i t h t h a t , i t appears more 

l i k e l y t h a t i t ' s i n t h a t south h a l f of Section 9, j u s t 

l o o k i n g a t the GORs. 

EXAMINER STOGNER: Okay, I have no other 

questions a t t h i s time. I may r e c a l l — 

MR. CARR: Mr. Stogner — 

EXAMINER STOGNER: I'm so r r y . 

MR. CARR: — could I f o l l o w up on t h a t ? 

EXAMINER STOGNER: Yes, please. 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Just t o be sure I understand you, Mr. T r a v i s , Mr. 

Stogner asked you some questions about, I b e l i e v e , 
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Monument-Tubb Pool t o the east and about w e l l s i n a gas 

cap. 

Do you believe t h a t those w e l l s and the way they 

perform set any s o r t of a precedent t h a t could be f o l l o w e d 

i n t h i s case? 

A. No, I'm not saying t h a t . 

Q. Okay, I j u s t wanted t o be sure. I couldn't t e l l 

whether the conversation was going. 

You would agree w i t h me, would you not, t h a t you 

have f r a c ' d the Bertha Barber Federal Number 12, and the 

prod u c t i o n s u b s t a n t i a l l y increased a t t h a t time — 

A. Yes, i t d i d . 

Q. — i s t h a t f a i r t o say? 

Are you aware of any of these other w e l l s having 

had s i m i l a r f r a c t u r e - s t i m u l a t i o n treatments? 

A. I'm not aware of the — 

Q. A l l r i g h t , t h a t ' s a l l . 

A. — s t i m u l a t i o n h i s t o r y of those. 

MR. CARR: I j u s t wanted t o be sure t h e r e wasn't 

something going on t h a t I was missing. Thank you. 

EXAMINER STOGNER: No other questions of Mr. 

Tra v i s a t t h i s time. I may r e c a l l him l a t e r . 

MR. KELLAHIN: I f i t ' s a p p r o p r i a t e w i t h your, Mr. 

Examiner, might we take a short recess, and then I can 

huddle w i t h my experts? And I t h i n k we're about f i n i s h e d , 
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but I want t o make sure I haven't overlooked something. 

EXAMINER STOGNER: Okay. And i n the meantime 

I ' l l go v i s i t the ghost of the Northeast Lovington-Strawn. 

Ten-minute recess. 

(Thereupon, a recess was taken a t 10:55 a.m.) 

(The f o l l o w i n g proceedings had a t 10:22 a.m.) 

EXAMINER STOGNER: This hearing w i l l come t o 

order. Mr. K e l l a h i n , i s there anything f u r t h e r on your 

side? 

MR. KELLAHIN: No, Mr. Stogner, t h a t concludes 

our p r e s e n t a t i o n on behalf of Sapient. 

EXAMINER STOGNER: Thank you. Mr. Carr? 

MR. CARR: May i t please the — 

EXAMINER STOGNER: Now, before we get s t a r t e d , 

d i d a l l f i v e of your witnesses stand up? I r e a l l y d i d n ' t 

pay any a t t e n t i o n . 

MR. CARR: I don't know. 

EXAMINER STOGNER: I s there any a d d i t i o n a l 

witness t h a t was not i n the room? Did a l l f i v e of you get 

sworn in? 

Okay, I remember seeing somebody else come i n 

now. 

Okay, then i n t h a t case, Mr. Carr? 

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

time we c a l l Charles M. Rule t o the stand. 
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CHARLES M. RULE, 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

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

A. Charles M. Rule. 

Q. Where do you reside? 

A. Midland, Texas. 

Q. Mr. Rule, by whom are you employed? 

A. Conoco, Inc. 

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

A. I'm a landman. 

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

D i v i s i o n and had your c r e d e n t i a l s as an expert i n petroleum 

land matters accepted and made a matter of record? 

A. Yes, I have. 

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

the cases t h a t are before the Examiner i n the hearing here 

today? 

A. Yes, I am. 

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

i n the area which i s the subject of t h i s hearing? 

A. I am. 

MR. CARR: Are Mr. Rule's q u a l i f i c a t i o n s 
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acceptable? 

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

obj ection? 

MR. KELLAHIN: No, s i r , Mr. Examiner. 

EXAMINER STOGNER: Mr. Rule i s so q u a l i f i e d . 

Q. (By Mr. Carr) Mr. Rule, would you b r i e f l y s t a t e 

what Conoco seeks i n t h i s case? 

A. We seek a d e n i a l of the A p p l i c a t i o n of Sapient 

Energy and development of t h i s acreage on a standard 

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

Q. Conoco i s not opposing the unorthodox w e l l 

l o c a t i o n ? 

A. No, we're not. 

Q. What i s the cu r r e n t s t a t u s of the acreage i n the 

area which i s the subject of t h i s hearing? 

A. By " s t a t u s " do you mean, i s i t c u r r e n t l y leased 

or — 

Q. Are we looking a t s t a t e , f e d e r a l or fee t r a c t s , 

do you know? 

A. Okay, yes, f e d e r a l and fee. I t v a r i e s from t r a c t 

t o t r a c t . 

Q. Have you prepared an e x h i b i t which shows the 

s t a t u s and the ownership of the acreage i n question? 

A. Yes, I have. 

Q. Has t h a t been marked Conoco E x h i b i t A? 
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A. E x h i b i t A. 

Q. Would you j u s t r e f e r t o t h a t e x h i b i t and review 

the i n f o r m a t i o n on i t f o r Mr. Stogner? 

A. Okay, I guess s t a r t i n g i n Section 6, the Chevron 

t r a c t , t h a t ' s a fee t r a c t t h a t ' s owned, according t o our 

records, by Chevron 100 percent. 

Going down i n t o Section 7, Conoco t r a c t , the west 

h a l f of the east h a l f , i s a f e d e r a l lease. And t h i s 

ownership t h a t I'm showing here i n t h i s west h a l f , east 

h a l f , i s below the base of the B l i n e b r y only. I t v a r i e s 

from formation t o formation. 

Q. And below the base of the B l i n e b r y , who owns i n 

the Tubb formation? 

A. Okay, t h a t would be as shown on the map. That's 

Conoco w i t h 37-plus percent, P h i l l i p s w i t h 25, ARCO w i t h 

18.7, Chevron w i t h 18.7, and then three i n d i v i d u a l s w i t h a 

smaller percentage a f t e r t h a t . 

Q. Was Conoco E x h i b i t A prepared by you? 

A. Yes, i t was. 

Q. Mr. Stogner, we move the admission of Conoco 

E x h i b i t A. 

EXAMINER STOGNER: E x h i b i t A w i l l be admitted 

i n t o evidence. 

MR. CARR: And those are the only questions I 

have on d i r e c t of Mr. Rule. 
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EXAMINER STOGNER: Mr. Kel l a h i n ? 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Good morning, Mr. Rule. 

Let me look a t E x h i b i t A w i t h you. I t shows a 

date of February 23rd --

A. Yes, s i r . 

Q. — on when t h i s t h i n g was prepared. What i s the 

vin t a g e of the t i t l e documents t h a t represent t h i s 

d i s t r i b u t i o n of i n t e r e s t f o r the west h a l f of the east h a l f 

of 7? 

A. That i s based on a t i t l e r e p o r t I had done about 

a year and a h a l f ago. And I f e l t i t was s t i l l accurate 

and used i t t o prepare t h i s map. 

Q. Do you know from reviewing t h a t t i t l e o p i n i o n 

whether t h i s d i s t r i b u t i o n of percentage i n t e r e s t s i n the 

Tubb would be based upon documents t h a t are of p u b l i c 

record? 

A. I bel i e v e so, yes. 

Q. Are there any of these percentages t h a t are based 

upon c o n t r a c t s or agreements t h a t have not been placed of 

record? 

A. No, not t o my knowledge. 

Q. What are your r e s p o n s i b i l i t i e s f o r Conoco, Mr. 

Rule? 
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A. I'm a landman, and I work southeast New Mexico, 

Lea County. 

Q. Would t h a t include the Monument area of Lea 

County, New Mexico? 

A. I be l i e v e so, yes. 

Q. You said — 

A. I'm not e x a c t l y sure where the Monument area 

would be, but I bel i e v e so, yes. 

Q. A l l r i g h t , but you're responsible f o r the land 

matters w i t h i n Lea County? 

A. A p o r t i o n of Lea County. 

Q. A l l r i g h t , s i r . 

A. B a s i c a l l y the eastern h a l f of Lea County. We 

have another landman who handles the western h a l f . 

Q. A l l r i g h t , and who i s t h a t other landman? 

A. Carl S h e r r i l l i s h i s name. 

Q. A l l r i g h t . How long have you been employed by 

Conoco, Mr. Rule? 

A. A l i t t l e over 11 years. 

Q. Do you know what Conoco system i s i n place f o r 

mo n i t o r i n g w e l l s i n the Monument area? 

A. I n the Monument area s p e c i f i c a l l y ? 

Q. Yes, s i r . 

A. No, I do not. 

Q. Does Conoco have operations of w e l l s a t any depth 

STEVEN T. BRENNER, CCR 
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w i t h i n t h i s Monument area t h a t ' s been described on the 

Sapient e x h i b i t s ? 

A. I'm not sure. 

Q. Who a t Conoco monitors the O i l Conservation 

D i v i s i o n hearing docket; do you know? 

A. I t would be a combination of people. I guess Kay 

Maddox would be p r i m a r i l y responsible. 

Q. And who does t h a t f o r Lea County; do you know? 

A. I bel i e v e t h a t would be Kay. 

Q. When the D i v i s i o n declares a new pool i n an area 

where Conoco has working i n t e r e s t s of operations, who a t 

Conoco i s responsible f o r knowing about t h a t a c t i v i t y ? 

A. I bel i e v e the i n i t i a l r e s p o n s i b i l i t y would be 

from Kay, and then i t would f i l t e r out t o the teams from 

t h a t p o i n t . 

Q. A l l r i g h t . When d i d Conoco f i r s t become aware of 

the Cross Timbers-Tubb gas w e l l i n Section 7? 

A. I'm not sure. 

Q. When d i d Conoco f i r s t become aware of Chevron's 

request f o r an unorthodox w e l l l o c a t i o n f o r the Matthews 

Number 12 well? 

A. I don't know the exact date, but my r e c o l l e c t i o n 

i s sometime l a s t summer. 

Q. Was t h a t — 

A. That's the e a r l i e s t I r e c a l l , and -- I — 

STEVEN T. BRENNER, CCR 
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Q. Was t h a t contact t o you? 

A. No, i t was not. 

Q. A l l r i g h t , how d i d you become aware of i t ? 

A. Again, j u s t through the — as t h i n g s f i l t e r 

through the team. 

Q. Would you be the land person responsible f o r 

d e a l i n g w i t h the Sapient w e l l and the Chevron w e l l ? 

A. To the extent t h a t there are land issues 

i n v o l v e d , yes. 

Q. Would you be the person responsible f o r f i l i n g 

any o b j e c t i o n t o the Chevron unorthodox l o c a t i o n t h a t moves 

towards the northeast quarter of Section 7? 

A. I would be involved i n t h a t e f f o r t , I would be 

consulted; I would not a c t u a l l y do i t . 

Q. Do you know why Conoco d i d not o b j e c t t o the 

Chevron unorthodox w e l l l o c a t i o n t h a t encroached towards 

the northeast of 7? 

A. I do not. 

Q. Did you have any conversations w i t h Mr. Lloyd 

Trautman of Chevron concerning e i t h e r the Chevron w e l l or 

the Sapient well? 

A. Not t o my r e c o l l e c t i o n . 

Q. Okay. Do you know why Conoco d i d not f i l e an 

o b j e c t i o n t o the Chevron w e l l l o c a t i o n ? 

A. No, I do not. 
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Q. When d i d you f i r s t hear or become aware of the 

Sapient A p p l i c a t i o n f o r approval of the nonstandard 

p r o r a t i o n u n i t ? 

A. Again, i t would have been some time a f t e r i t was 

f i l e d . 

Last summer t o the f a l l , as I r e c a l l , i s when the 

whole t h i n g s t a r t e d heating up, and we became aware of i t . 

Q. Okay, so p r i o r t o October of l a s t f a l l , you were 

not aware of the p e r m i t t i n g inadequacies of the Sapient 

w e l l i n terms of approval of i t s spacing u n i t ? 

A. No, I don't b e l i e v e so. 

Q. Were you aware of the issuance by the D i v i s i o n of 

a discovery f o r t h i s Tubb gas w e l l and the d e c l a r a t i o n of 

the West Monument-Tubb as a gas pool? 

A. No. 

Q. I s there someone at Conoco t h a t ' s r e s p o n s i b l e f o r 

mo n i t o r i n g what o f f s e t operators do? 

A. I don't know t h a t there's any p a r t i c u l a r 

i n d i v i d u a l t h a t has t h a t r e s p o n s i b i l i t y . I t h i n k i t k i n d 

of f a l l s on d i f f e r e n t people on the team t o monitor t h a t 

s o r t of t h i n g . 

MR. KELLAHIN: A l l r i g h t , s i r . No f u r t h e r 

questions, Mr. Stogner. Thank you. 

EXAMINER STOGNER: Mr. Carr, any r e d i r e c t ? 

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

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

94 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Rule, who contacted Mr. Carr t o represent 

Conoco i n t h i s matter? 

A. I bel i e v e I d i d . 

Q. And when was that? 

A. I don't remember the exact time. I t would have 

been sometime t h i s f a l l , I b e l i e v e . 

Q. Mr. Rule, your coverage of Lea County New Mexico, 

i t says you cover a p o r t i o n of Lea County on the eastern 

p a r t ; i s t h a t correct? 

A. Yes, s i r . 

Q. I s t h a t both o i l and gas --

A. Yes, s i r . 

Q. — production? 

A. Yes, s i r . 

Q. Do the same people i n Conoco monitor o i l , the 

extension and c r e a t i o n of o i l pools, as do the c r e a t i o n and 

extensions of the D i v i s i o n ' s gas pools? 

A. I bel i e v e so. 

Q. Same people. 

And the USBLM, as f a r as the west h a l f of the 

east h a l f , they're the r o y a l t y i n t e r e s t owner — 

A. Yes, s i r . 

Q. — i s what you're showing? 
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A. Uh-huh. 

Q. Do operators s t i l l get contacted by the BLM f o r -

- what do they c a l l i t , o f f s e t drainage review or something 

t o t h a t e f f e c t , when a gas w e l l or an o i l w e l l i s d r i l l e d 

on maybe s t a t e or f e d e r a l land, or even s t a t e or fee land 

or even f e d e r a l land, don't they go t o the operator t h a t ' s 

o f f s e t t i n g ? 

A. I be l i e v e so, i f they b e l i e v e there's a reason t o 

be l i e v e t h a t they're being drained, yes, s i r . 

Q. Okay, d i d Conoco -- Who's the lessee of the west 

h a l f of the east h a l f on the --

A. The record t i t l e owner? 

Yes. 

That's Conoco, 

Okay, was Conoco contacted by the BLM? 

No, s i r . 

Have you contacted the BLM t o see i f they were 

aware of t h i s --

A. No, s i r . 

Q. — matter? You haven't t a l k e d t o anybody. 

EXAMINER STOGNER: No other questions? 

MR. KELLAHIN: Not from me. 

EXAMINER STOGNER: You may be excused. 

MR. CARR: Mr. Stogner a t t h i s time I c a l l Bruce 

Wiley, W-i-l-e-y. 
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EXAMINER STOGNER: Mr. Carr? 

BRUCE H. WILEY, 

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

A. Bruce Henry Wiley. 

Q. Mr. Wiley, where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. Conoco, Incorporated. 

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

A. I am a petroleum g e o l o g i s t . 

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

D i v i s i o n ? 

A. No, s i r . 

Q. Could you b r i e f l y review your educational 

background and work experience f o r Mr. Stogner? 

A. I graduated from Middlebury College i n 1972 w i t h 

a bachelor of a r t s degree and a major i n geology; I 

graduated from the U n i v e r s i t y of Washington i n 1979 w i t h a 

master of science degree i n g e o l o g i c a l sciences. 

I have worked f o r 2 5 years as a petroleum 

g e o l o g i s t w i t h four companies, Texaco, Marathon O i l 
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Company, Transco E x p l o r a t i o n Company, and most r e c e n t l y , 

the l a s t eleven years, w i t h Conoco, Incorporated. 

Q. Are you f a m i l i a r w i t h what Sapient i s seeking i n 

these cases? 

A. Yes, s i r . 

Q. Have you made a g e o l o g i c a l study of the p o r t i o n 

of the West Monument-Tubb Gas Pool t h a t ' s i n v o l v e d i n t h i s 

case? 

A. Yes, s i r . 

Q. And are you prepared t o share the r e s u l t s of your 

work w i t h Mr. Stogner? 

A. Yes, I am. 

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

witness i n petroleum geology. 

EXAMINER STOGNER: Mr. Wiley i s so q u a l i f i e d . 

Q. (By Mr. Carr) Mr. Wiley, you've prepared 

e x h i b i t s f o r p r e s e n t a t i o n here today? 

A. I d i d . 

Q. Let's go t o what has been marked as Conoco 

E x h i b i t Number 1. I ' d ask you t o i d e n t i f y t h i s and review 

the i n f o r m a t i o n on t h i s e x h i b i t f o r Mr. Stogner. 

A. Okay, E x h i b i t 1 i s a s t r u c t u r e map. The map 

datum i s 13 5 f e e t below the Tubb marker. The scale i s one 

inch equals 1000 f e e t . The yellow c o l o r i n g shows the 

Conoco i n t e r e s t leasehold, the red shows what we i n t e r p r e t 
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t o be the gas cap. The green c o l o r i n g i s what we i n t e r p r e t 

t o be the o i l l e g . This i s a l l p e r t a i n i n g t o the Tubb-

Monument f i e l d now, gas and o i l f i e l d . The green c i r c l e s 

are Tubb o i l producers, and the red c i r c l e s are Tubb gas 

producers. 

The area t h a t ' s covered hachured green and red i s 

the range of u n c e r t a i n t y between the p o s s i b l e top or base 

of the g a s - o i l contact. 

Also shown on the map i s c r o s s - s e c t i o n A-A', 

which goes from the southwest, the Barber Number 1 Federal 

w e l l t h a t Conoco d r i l l e d , up t o the northeast, showing the 

Barber B17 w e l l , which i s A'. 

The f i r s t t h i n g we'd l i k e t o show w i t h t h i s map 

i s t h a t the w e l l c o n t r o l c l e a r l y demonstrates t h a t there's 

a s u b s i d i a r y closed s t r u c t u r e on which the Barber 12 w e l l , 

the Sapient Barber 12 w e l l , i s d r i l l e d . The a n t i c l i n a l 

a x i s runs from northwest t o southeast on t h a t s t r u c t u r e . 

The highest p o i n t on the s t r u c t u r e i s the 

P h i l l i p s Number 11 w e l l , located i n the northwest corner of 

Section 6. But only s l i g h t l y lower i s a second, s u b s i d i a r y 

h i g h , a t the Barber 12 w e l l , which has a h i g h of minus 2794 

f e e t on the map data. 

The lowest c l o s i n g contour on t h i s s u b s i d i a r y 

s t r u c t u r e i s a t minus 2880, and t h a t defines the s u b s i d i a r y 

c l o s u r e t h a t we b e l i e v e there i s a gas cap a t the c r e s t of 
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t h a t . 

There are three contacts shown on t h i s map. One 

i s the base of the — Okay, l e t me back up j u s t a second 

now. There are s i x producing w e l l s i n the Tubb fo r m a t i o n 

shown on t h i s map. Five of those are gas w e l l s — I mean, 

f i v e of those are o i l w e l l s , and they have g a s - o i l r a t i o s , 

which are posted next t o the wellbore symbols, of les s than 

4568. That's the highest g a s - o i l r a t i o . 

There's one gas w e l l shown on the map, and t h a t 

i s the Barber 12 w e l l , and t h a t has g a s - o i l r a t i o of 

400,000 — a c t u a l l y 406,607, and t h a t ' s l i f e t i m e g a s - o i l 

r a t i o s . 

So what we see here i s t h a t t h e r e i s a two-

orders-of-magnitude-higher g a s - o i l r a t i o i n the Barber 12 

w e l l than any of the other o i l w e l l s on the map. We 

be l i e v e t h a t demonstrates the presence of a gas cap. 

C l e a r l y i t ' s a gas w e l l by the Commission's d e f i n i t i o n of 

gre a t e r than 100,000 GOR. We be l i e v e t h a t the s t r u c t u r e , 

combined w i t h the GORs, demonstrate t h a t t h e r e i s a g a s - o i l 

contact — or t h a t there's a gas cap present. 

We've attempted t o estimate where the g a s - o i l 

contact i s and where the o i l - w a t e r contacts are, and we've 

done t h a t by lo o k i n g a t the p e r f o r a t i o n s i n the d i f f e r e n t 

w e l l s . 

The base of the p e r f o r a t i o n s i n the Sapient 
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Barber 12 gas w e l l occur at minus 2854, and t h a t ' s a t the 

base of the hachured green o i l area. 

The highest p e r f s , or the top of the p e r f s i n the 

highe s t o i l w e l l , occur i n the Barber 18Y w e l l a t an 

e l e v a t i o n of minus 2842. 

So we bel i e v e t h a t between minus 2842 and minus 

2854 the r e i s a g a s - o i l contact. The exact p o s i t i o n i n 

t h a t range we're not c e r t a i n , but somewhere i n t h a t range 

we t h i n k i t would occur. 

Likewise, we t h i n k t h a t somewhere between minus 

2911, which i s the base of the p e r f s i n the Barber 16 w e l l , 

and minus 2924, which i s the base of the shows i n the 

Barber Federal Number 1 w e l l , defines where the o i l - w a t e r 

contact would l i e . 

So those are the p o i n t s t h a t I t h i n k we 

demonstrate on E x h i b i t 1. 

Q. Mr. Wiley, when you prepared t h i s e x h i b i t what 

i n f o r m a t i o n was a v a i l a b l e t o you? Did you have any seismic 

data t h a t you i n t e g r a t e d i n t o t h i s work? 

A. No, s i r , there's no seismic. 

Q. S t r i c t l y w e l l c o n t r o l ? 

A. Correct. 

Q. Do you have data or have you u t i l i z e d data t h a t ' s 

been a v a i l a b l e t o you t h a t was not a v a i l a b l e , apparently, 

t o Sapient? 
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A. Yes, s i r , there's one very c r i t i c a l p o i n t . That 

i s the s t r u c t u r a l e l e v a t i o n of the Barber Number 1 w e l l , 

l o c a t e d i n the — I t ' s p o i n t A on the c r o s s - s e c t i o n t h a t 

w e ' l l see i n j u s t a minute, located i n the southwest 

q u a r t e r of Section 7. And Conoco d r i l l e d t h a t w e l l 

approximately 1998. I'm not c e r t a i n of the exact date. 

But they t w i s t e d o f f d r i l l pipe. They d i d 

penetrate through the Abo s e c t i o n and the Tubb s e c t i o n . 

They t w i s t e d o f f d r i l l pipe and were unable t o get open 

hole logs through t h a t w e l l , but we d i d get a mud l o g 

through the w e l l , and we have a f a i r l y good c o r r e l a t i o n 

t h a t y o u ' l l see on the cross-section i n a minute, which 

gave us a s t r u c t u r a l p o i n t t o help c o n s t r a i n the map t o the 

southeast, which was not a v a i l a b l e t o Sapient. 

Q. And so i n terms of the g e o l o g i c a l i n t e r p r e t a t i o n 

you're presenting, compared t o t h a t presented by Sapient, 

you have an a d d i t i o n a l data p o i n t t o analyze; i s t h a t 

c o r r e c t ? 

A. Yes, a c r i t i c a l data p o i n t . 

Q. And because of t h a t data p o i n t you have 

r e s t r i c t e d your i n t e r p r e t a t i o n of the r e s e r v o i r as i t 

extends t o the south and the west i n a way t h a t was not 

done by Sapient? 

A. Yes, I believe t h i s w i l l show t h a t the s t r u c t u r e 

i s o r i e n t e d more northwest t o southeast as opposed t o 
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north-south. 

Q. When we look a t your i n t e r p r e t a t i o n of the 

r e s e r v o i r , do you have r e s e r v o i r t h a t should produce 

commercial reserves under the west h a l f — or the west h a l f 

of the northeast of Section 7? 

A. Yes, yes. I f you w i l l look a t the — again, the 

two p o s s i b l e -- the range of the p o s s i b l e -- what I've 

marked as highest o i l or lowest gas, t h a t c l e a r l y cuts i n t o 

the northwest of the northeast and even i n t o the northeast 

of the northwest of Section 7. 

Q. Let's go t o E x h i b i t Number 2, the c r o s s - s e c t i o n . 

Would you take t h a t out and then — I guess the t r a c e i s 

shown on E x h i b i t 1, and you've then — 

A. I'm sorr y , could you repeat the question? I'm 

busy r a t t l i n g . 

EXAMINER STOGNER: F i r s t of a l l , l e t ' s get 

ev e r y t h i n g unfolded, and then w e ' l l t a l k . 

Q. (By Mr. Carr) Mr. Wiley, the t r a c e f o r t h i s 

e x h i b i t , f o r E x h i b i t 2, the cross- s e c t i o n , i s shown on 

E x h i b i t 1. Would you go t o E x h i b i t 2 and review the 

i n f o r m a t i o n on t h i s e x h i b i t f o r the Examiner? 

A. Okay. Again, the mapped datum i s la b e l e d on the 

lower l e f t side as mapped datum. I t ' s 135 f e e t below the 

top of the Tubb marker. The Tubb marker i s shown as the 

higher connecting l i n e . Also on the l e f t side i t ' s 
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l a b e l e d , and the r i g h t side. 

Y o u ' l l n o t i c e t h a t the map horizon approximates 

the top of the Tubb r e s e r v o i r or p o r o s i t y . I t ' s based on 

the top of the p e r f s being 135 f e e t below the top of the 

Tubb marker i n the Sapient Number 12 Bertha Barber w e l l . 

Now, the top of the p e r f s i n the other t h r e e 

w e l l s t h a t produce on the cross-section range from 131 t o 

155 f e e t below the top of the Tubb marker. So I f e l t t h a t 

the 135 f e e t t h a t the p e r f s were below the top of the Tubb 

marker i n the Sapient Number 1 w e l l was r e p r e s e n t a t i v e of 

the top of the r e s e r v o i r or the top of the p o r o s i t y . 

So t h a t ' s what the s t r u c t u r e map i s b u i l t on i n 

E x h i b i t 1. 

The next t h i n g y o u ' l l n o t i c e i s t h a t I've colored 

the p o r t i o n s of the r e s e r v o i r w i t h the same c o l o r code as I 

d i d on the map. The s o l i d red represents what we b e l i e v e 

t o be the gas cap, the s o l i d green represents what we 

b e l i e v e t o be the o i l l e g , and the hachured red-green i s 

the u n c e r t a i n area somewhere w i t h i n which we b e l i e v e l i e s 

the g a s - o i l contact. 

I've labeled across the top of each w e l l the 

cumulative production as of the l a t e s t date I had data, 

which was June of 2000. I've also labeled the i n i t i a l 

p o t e n t i a l of each of the w e l l s , and I've la b e l e d the 

p e r f o r a t e d i n t e r v a l of each w e l l . I've also l a b e l e d the 
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g a s - o i l r a t i o of each of those w e l l s . 

So again what we t h i n k i s t h a t t h i s c r o s s - s e c t i o n 

shows the gas cap, i t shows the evidence t h a t we've got f o r 

the p l a c i n g the contacts, where we've placed them, and I 

t h i n k t h a t shows you where we got the minus 2842 f o r the 

highe s t o i l , the minus 2854 f o r the lowest gas, and the 

2911 f o r the base of the — lowest known o i l . 

Q. Mr. Wiley, what conclusions can you reach from 

your g e o l o g i c a l study of the area? 

A. Okay, going back t o the map now, i t ' s c l e a r t o us 

t h a t the gas cap t h a t we be l i e v e i s present i n Section 7 

and producing i n the Barber 12 w e l l does not extend i n t o 

the south h a l f of the Sapient acreage, namely the east h a l f 

of the east h a l f of Section 7. We t h i n k i t does c l e a r l y 

cover the n o r t h h a l f of — I'm so r r y , l e t me say i t t h i s 

way: the northeast of the northwest q u a r t e r and the 

northwest of the northeast quarter of Section 7. I n other 

words, Conoco leasehold. 

I t also extends i n t o the northwest q u a r t e r of 

Section 8 and up i n t o Section 6 and the southwest q u a r t e r 

of Section 5. 

So c l e a r l y we b e l i e v e , as some of our engineering 

evidence w i l l show, we believe t h a t t h a t w e l l w i l l d r a i n 

the Conoco leasehold. 

Q. To date, has Conoco shared i n any of the reserves 
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being produced by the Bertha Barber? 

A. No, s i r . 

Q. I f they do not d r i l l another w e l l or have the 

spacing u n i t e s t a b l i s h e d t o include the Conoco acreage, 

w i l l t h a t acreage u l t i m a t e l y be drained by the Bertha 

Barber well? 

A. Yes, we believe i t w i l l . 

Q. What impact would t h a t scenario have — Well, l e t 

me ask you about Sapient's proposal f o r 80-acre spacing 

u n i t s . What impact would t h a t have on Conoco's r i g h t s i n 

the northeast of Section 7? 

A. We b e l i e v e t h a t would cause us t o d r i l l 

u nnecessarily a d d i t i o n a l w e l l s t h a t would a c c e l e r a t e the 

recovery, not producing new reserves but causing 

a c c e l e r a t i o n . But much of t h a t testimony w i l l f o l l o w from 

our engineers. 

Q. I s i t also t r u e t h a t i f nonstandard u n i t s are 

proposed, y o u ' l l be i n the same p o s i t i o n , having t o d r i l l 

an a d d i t i o n a l well? 

A. Yes, s i r . 

Q. And you'd be doing t h a t t o access r e s e r v o i r , 

which i s now capable of being produced by the Bertha Barber 

Number 12? 

A. We be l i e v e t h a t i s the case. 

Q. Were E x h i b i t s 1 and 2 prepared by you? 
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A. Yes, s i r . 

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

the admission i n t o evidence of Conoco E x h i b i t s 1 and 2. 

EXAMINER STOGNER: Any objection? 

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

MR. CARR: And t h a t concludes my d i r e c t of Mr. 

Wiley. 

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

admitted i n t o evidence. 

Thank you, Mr. Carr. 

Mr. K e l l a h i n , your witness. 

MR. KELLAHIN: Yes, s i r . Thank you, Mr. 

Examiner. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Wiley, l e t ' s look a t E x h i b i t Number — What 

i s t h i s ? Number 1? 

A. Yes, s i r . 

Q. How long have you been i n v e s t i g a t i n g t h i s issue 

concerning the Sapient w e l l , Mr. Wiley? 

A. Again looking a t the Sapient w e l l , which was 

o r i g i n a l l y completed t o the Abo t h i s past summer, I'm going 

t o guess i t was June. 

Q. A l l r i g h t . 

A. At t h a t time i t had produced from the Abo, and I 
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t h i n k I continued t o look at i t through when i t had been 

recompleted i n t o the Tubb. 

Q. A l l r i g h t . Are you aware t h a t Cross Timbers 

recompleted t h i s i n September of 1999 — 

A. Yes. 

Q. — i n the Tubb? 

A. Yes. 

Q. A l l r i g h t . I n r e l a t i o n t o t h a t date, what i s 

your f i r s t involvement w i t h t h i s well? 

A. The summer of 2000. 

Q. A l l r i g h t , a year l a t e r ? 

A. Yes, s i r . 

Q. P r i o r t o t h a t time, whose r e s p o n s i b i l i t y was i t , 

g e o l o g i c a l l y , t o monitor the geology i n the Monument area 

f o r Conoco? 

A. There's a team which c o n s i s t s of f o u r g e o l o g i s t s 

t h a t t r y t o keep t r a c k of a c t i v i t y . 

Q. Since the summer of l a s t year, are you p a r t of 

t h a t team t h a t monitors the a c t i v i t y i n the Monument area 

f o r Conoco? 

A. Yes, s i r . 

Q. Would i t have been your r e s p o n s i b i l i t y t o monitor 

what Cross Timbers and then Falcon Creek and now Sapient 

have done w i t h the Barber Number 12 well? 

A. Yes, s i r , a w e l l as many other operators i n the 
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a r e a . 

Q. Okay. So i n J u l y 1 4 t h o f l a s t summer, when 

Chevron r e - e n t e r s t h e Number 6 Matthews w e l l i n t h e 

s o u t h e a s t q u a r t e r o f 6, t h a t ' s i n f o r m a t i o n t h a t w o u l d have 

been a v a i l a b l e t o you? 

A. I t p o t e n t i a l l y would have been a v a i l a b l e . I was 

n o t aware o f t h a t u n t i l t h i s f a l l . 

Q. A l l r i g h t , t h i s f a l l you became aware o f 

Chevron's a t t e m p t t o r e - e n t e r t h e Matthews 6 w e l l , r i g h t ? 

A. Yes. 

Q. L e t ' s l o o k a t t h e s t r u c t u r e map. The gas cap as 

you've o u t l i n e d i t i s t h e area c o n t a i n e d g e n e r a l l y w i t h i n 

t h e r e d shading? 

A. The d e f i n i t e gas cap i s i n r e d . I t may e x t e n d 

down t h r o u g h t h e hachured g r e e n - r e d . 

Q. A l l r i g h t , we've g o t t h e Barber 12 w e l l t h a t i s 

w i t h i n t h e h i g h e s t s t r u c t u r a l c o n t o u r you've shown on t h i s 

d i s p l a y and would p l a c e i t i n what you c a l l t h e gas cap? 

A. C o r r e c t . 

Q. R i g h t ? 

A. Yes, s i r . 

Q. Are t h e r e any o t h e r w e l l s c o n t a i n e d w i t h i n t h a t 

c o n t o u r l i n e t h a t ' s shaded i n r e d , t h a t have p e n e t r a t e d 

t h r o u g h t h e Tubb? 

A. Yes, a l l o f t h o s e w e l l s w i t h a r e d datum 
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underneath them have penetrated through t h a t p o t e n t i a l gas 

cap. 

Q. A l l r i g h t . Have any of these w e l l s been a c t u a l l y 

t e s t e d t o see i f they w i l l produce from what you c a l l the 

Tubb gas cap? 

A. Not t o my knowledge. 

Q. Are you not aware t h a t on J u l y 14th of l a s t 

year --

A. Oh, excuse me --

Q. Yes, s i r ? 

A. — w i t h the exception of the Chevron Matthews 6 

w e l l . 

Q. A l l r i g h t , the Matthews 6 w e l l , l e t ' s f i n d i t . 

You've got a gas w e l l symbol t h a t says 9920. Underneath 

the gas w e l l symbol i t says minus 2822, r i g h t ? 

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

Q. Have you looked t o see what Chevron attempted t o 

do when they t r i e d t o produce Tubb gas out of t h a t 

wellbore? 

A. Yes, s i r . 

Q. Do you recognize the f a c t t h a t they found a t i g h t 

r e s e r v o i r i n which they could not get any f l u i d e n t r y back 

a f t e r t h e i r attempt? 

A. Yes, s i r . 

Q. Are you aware t h a t Chevron declares t h a t t o be a 
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t i g h t - f o r m a t i o n Tubb gas attempt? 

A. Yes, s i r , the s t r u c t u r e map has not — There i s 

no i m p l i c a t i o n of p o r o s i t y on t h i s s t r u c t u r e map. 

Q. A l l r i g h t . So i f we're l o o k i n g t o t r y t o f i n d 

the d i s t r i b u t i o n of the gas cap, how should we a l t e r your 

map t o take i n t o account the f a c t t h a t the w e l l t o the 

n o r t h of the Sapient w e l l , the Matthews 6, can't produce 

gas out of t h i s gas cap? 

A. Superimposed on t h i s map should be a p o r o s i t y 

isopach. 

Q. Where i s your p o r o s i t y isopach, Mr. Wiley? 

A. I have not yet constructed one, s i r . 

Q. So you don't have a clue yet about the 

d i s t r i b u t i o n of the p o t e n t i a l c o n t r i b u t i o n of the r e s e r v o i r 

u n t i l you do t h a t map, r i g h t ? 

A. I f you w i l l take the p o r o s i t y map t h a t was 

introduced by Sapient i n t o evidence today, you w i l l f i n d 

t h a t even t a k i n g t h a t map at face value, t h e r e i s p o r o s i t y 

present on the Conoco acreage i n the west h a l f of the east 

h a l f of Section 7 and i n the southeast q u a r t e r of Section 6 

of — which would be Chevron acreage. 

Q. So you're w i l l i n g t o accept Mr. Von Rhee's 

geologic p r e s e n t a t i o n concerning the isopach? 

A. I would say t h a t i s a p o s s i b l e i n t e r p r e t a t i o n . I 

myself have not independently confirmed or denied t h a t . 
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Q. A l l r i g h t . Do you have any disagreement w i t h the 

p o r o s i t y c u t o f f values t h a t he's used? 

A. Yes, p o t e n t i a l l y I do. He used no gamma-ray 

c u t o f f t o d i s t i n g u i s h shale from nonshale. And secondly, 

some quick c a l c u l a t i o n s we've done w i t h Mr. Tim Denny from 

Chevron suggest t h a t the 0h i n the Matthews 6 w e l l and the 

0h i n the Barber 12 w e l l are approximately equal. 

Q. A l l r i g h t . Did Mr. Denny show you an isopach? 

Has he prepared an isopach? 

A. No, s i r . 

Q. Neither one of you f e l l o w s have prepared an 

isopach, have you? 

A. No, s i r . 

Q. Let's look at t h i s change of s t r u c t u r a l f e a t u r e 

t h a t you have i n t e r p r e t e d i n the southwest q u a r t e r of 5. 

Do you see that ? Do you see where the s t r u c t u r e wiggles 

around those o i l wells? 

A. Yes, s i r . 

Q. A l l r i g h t . Have you compared t h a t t o the 

i n t e r p r e t a t i o n of Mr. Von Rhee t h a t t h a t displacement and 

s t r u c t u r a l i s accounted t o by a f a u l t ? 

A. That i s c e r t a i n l y a poss i b l e i n t e r p r e t a t i o n , but 

there's no reason t o conclude — Well, l e t me put i t t h i s 

way. There i s very l i t t l e evidence t o say what the 

o r i e n t a t i o n of t h a t f a u l t i s or the len g t h of t h a t f a u l t . 
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There's very l i t t l e displacement on t h a t f a u l t . He shows 

t h a t there's 3 0 f e e t on h i s map of displacement. 

Q. Let me ask you t h i s . You have taken the same 

data t h a t he has w i t h regards t o t h a t p o p u l a t i o n of w e l l s 

i n the southwest quarter of 5, and he has a d i f f e r e n t 

i n t e r p r e t a t i o n than yours, true? 

A. Yes. 

Q. W i t h i n the range of your science and d i s c i p l i n e , 

are e i t h e r i n t e r p r e t a t i o n s reasonable? 

A. I n the southwest quarter of 5 — 

Q. Yes, s i r . 

A. — yes. 

Q. A l l r i g h t . Let's look at the Section 7 issue, 

and look a t the Conoco — I s t h i s the Barber A7 we l l ? 

A. Barber Number 1. 

Q. I'm s o r r y , the Barber Number 1 here. 

A. Barber Federal Number 1, c o r r e c t . 

Q. This i s the Barber Federal Number 1. This i s a 

w e l l t h a t Conoco d r i l l e d i n 1998. 

A. I t ' s on the cross-section A-A'. I t i s the mud 

lo g on the l e f t m o s t side of the cr o s s - s e c t i o n . 

Q. I'm w i t h you, a l l r i g h t . What was the o b j e c t i v e 

t h a t Conoco had when they attempted t o d r i l l t h a t w e l l ? 

A. I don't know f o r c e r t a i n . I know they a t l e a s t 

went t o Abo on t h a t w e l l . I don't know whether Abo was the 
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f i n a l o b j e c t i v e or what i t was. 

Q. A l l r i g h t . Was there an o b j e c t i v e t o t e s t and 

penetrate the Tubb? 

A. I'm sure they were lo o k i n g a t a l l o b j e c t i v e s 

above t h e i r t o t a l depth, which would i n c l u d e the Tubb. 

Q. A l l r i g h t . When Conoco l o s t t h a t w e l l b o r e , why 

d i d n ' t they r e d r i l l i t ? 

A. I don't know the answer t o t h a t . That happened 

before I came i n t o the group, so I r e a l l y don't know the 

answer. 

Q. A l l r i g h t . Are you suggesting by your 

i n t e r p r e t a t i o n here of the Tubb t h a t the D i v i s i o n should 

declare t h i s t o be an associated o i l and gas pool? 

A. I'm sorry? 

Q. Yes, s i r . Your i n t e r p r e t a t i o n says you b e l i e v e 

t h a t there's a gas cap and an o i l pool here; i s t h a t not 

what you said? 

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

Q. A l l r i g h t . Once you reach t h a t conclusion, do 

you understand t h a t you o b l i g a t e the D i v i s i o n t o consider 

adoption of associated r u l e s f o r o i l and gas pr o d u c t i o n 

w i t h i n a common source of supply? 

A. No, s i r , I'm not an expert on those r u l e s , so I 

w i l l t e l l you t h a t I don't know the answer t o t h a t . 

Q. Let's look a t the cross - s e c t i o n . Would you f i n d 
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the Sapient — 

A. Could I make one more comment t o your previous 

question? 

Q. I can't remember what the l a s t question was. I 

asked you about o i l and gas associated pools. 

A. Associated pools. 

Q. You t o l d me you d i d n ' t know. 

A. But I w i l l say t h a t my understanding i s , Sapient 

has a p p l i e d f o r the West Tubb Gas Pool. So my 

understanding i s , they have already asked us t o be a gas 

poo l . 

Q. That's your understanding? 

A. That's my understanding. 

Q. Are you aware t h a t the D i v i s i o n declared t h i s a 

gas pool i n January of the year 2 000? 

A. Yes, s i r . 

Q. When they adopted the West Monument-Tub Gas Pool? 

A. Yes, s i r . 

Q. Are you aware t h a t one of the options here i s t o 

develop s p e c i a l r u l e s f o r the gas pool? 

A. Yes. 

Q. I t ' s already been created, hasn't i t ? 

A. Again, no, I — The r u l e s , I'm not an expert on. 

I don't — 

Q. A l l r i g h t , l e t ' s t a l k about something you do know 
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about, Mr. Wiley. Let's look at the c r o s s - s e c t i o n f o r the 

Cross Timbers Sapient w e l l . 

A. Okay. 

Q. A l l r i g h t ? I've got i t here before me. Show me 

the lowest p e r f s i n the Sapient w e l l . Where are they? 

A. They are at a depth of 6424. 

Q. 6424. 

A. Measured depth. They're i n d i c a t e d on the cross-

s e c t i o n i n the l i t t l e boxes i n the depth column. 

Q. A l l r i g h t . T e l l me i f I'm reading t h i s r i g h t . 

Over t o the l e f t of t h a t w e l l , i n red, you have a minus 

2842. I t says top p e r f s i n the Barbara 18 Y, and t h a t i s 

your highest known o i l , r i g h t ? 

A. Correct, yes, s i r . 

Q. You r e l a t e t h a t t o the Sapient w e l l , and i t s 

lowest p e r f s should be below the highest known o i l c o n t a c t , 

r i g h t ? 

A. I'm sorr y , one more time? 

Q. Yes, s i r . When I look at these p e r f s — 

A. Yes. 

Q. -- and see how you have created t h i s s t r u c t u r a l 

c r o s s - s e c t i o n --

A. Yes. 

Q. — I should expect t h a t the lower p e r f s i n the 

Sapient w e l l w i l l be i n the o i l l e g of the Tubb Pool, true? 
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A. No, what I'm saying i s t h a t the GOR on the 

Sapient w e l l c l e a r l y i n d i c a t e s t h a t t h i s i s a gas w e l l . 

Therefore, the lowest known gas would be a t the base of 

those p e r f s . 

Q. Okay, where i s the highest known o i l i n r e l a t i o n 

t o — 

A. The highest known o i l occurs i n the p e r f s of the 

highes t o i l w e l l , which i s the Barber 18 Y w e l l , and t h a t 

occurs a t a measured depth of 6414, which i s a subsea depth 

of minus 2842. 

Q. A l l r i g h t , s i r . Mr. Wiley, l e t me see i f I can 

make myself c l e a r . When we look at the Sapient w e l l — 

A. Yes, s i r . 

Q. -- read down the log — 

A. Yes, s i r . 

Q. -- read t o the r i g h t and you see 6429, and then 

i n parentheses i t says minus 2859, do you see t h a t ? 

A. Yes, s i r , I do. 

Q. A l l r i g h t . You see the — i n parentheses, minus 

2859? 

A. Yeah, one of those two i s probably — w a i t a 

minute, 642 9. Oh, no, I'm sor r y . What t h a t i s , t h a t i s 

the Drinkard, t h a t ' s the Drinkard top t h e r e . That's not 

the base of the p e r f s , t h a t ' s the Drinkard t o p . 

Q. I understand t h a t . 
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A. Okay. 

Q. And when I read over and look a t the p e r f and 

then I continue over and look at your shading and coding — 

A. Yes. 

Q. -- do I not now have the Sapient w e l l w i t h lower 

p e r f o r a t i o n s i n a p o s i t i o n where i t ought t o produce o i l ? 

A. No, what I'm t r y i n g t o show by the hachured green 

and red i s t h a t somewhere between minus 2854 and minus 2842 

i s where we would expect the g a s - o i l contact t o occur. We 

don't know e x a c t l y where t h a t i s . 

Q. A l l r i g h t , s i r . 

A. Because Sapient w e l l makes a s l i g h t amount of 

o i l , i t may be coming out of the very basal p a r t of those 

p e r f o r a t i o n s . 

Q. Are you c a l l i n g condensate o i l i n the Sapient 

we l l ? 

A. No, not necessarily. I don't know i f t h a t ' s 

condensate or i f t h a t ' s o i l . I j u s t — 

Q. I t w i l l make a b i g d i f f e r e n c e , won't i t ? 

A. I t c e r t a i n l y would. 

Q. Okay. I f t h i s i s a gas w e l l producing condensate 

i n a s s o c i a t i o n w i t h the gas, t h a t ' s going t o mean i t ' s a 

d i f f e r e n t c r i t t e r than i f i t ' s a gas w e l l producing o i l ? 

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

Q. A l l r i g h t . And your presumption i s , about the 
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g a s - o i l pool, can be proven or disproven based upon 

examining the character of production i n the Sapient w e l l 

t o see i f i t , i n f a c t , produces o i l ? 

A. One more time? 

Q. Yes, s i r . Your hypothesis on whether or not t h i s 

i s an o i l - g a s w e l l — or I'm s o r r y , an o i l pool w i t h a gas 

cap --

A. Right. 

Q. — can be proven or disproven by examining the 

Sapient production on t h a t w e l l t o determine the presence 

or absence of o i l production, because i t should produce o i l 

i n the p o s i t i o n i t i s i n the r e s e r v o i r under your 

i n t e r p r e t a t i o n , correct? 

A. No, not i f the -- I f the lowest p o s i t i o n of the 

gas cap i s a t the base of those p e r f s , or even s l i g h t l y 

lower, t h a t w e l l could produce gas, o i l - f r e e , and be i n the 

gas cap. 

Q. You understand, the Barber 12 w e l l was f r a c t u r e d ? 

A. Yes, s i r . 

Q. I f i t i s i n close a s s o c i a t i o n w i t h the o i l l e g of 

the pool, t h a t should have l o g i c a l l y communicated i n t o the 

o i l , r i g h t ? 

A. You don't know where t h a t f r a c t u r e went. 

Furthermore, the f r a c t u r e u s u a l l y grows up i n preference t o 

growing down. There's no way t o know, w i t h o u t having run a 
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t r a c e r i n t h a t w e l l , how deep t h a t f r a c t u r e — 

Q. Does i t a f f e c t your judgment, opinions and 

conclusions i f I were t o t e l l you t h a t the Sapient w e l l 

produces less than one b a r r e l of condensate a day? 

A. No, i t does not a f f e c t my conclusions. 

Q. Okay. Why d i d n ' t the Chevron Matthews Number 6 

w e l l i n t h i s gas cap produce gas? 

A. Well, there are many possi b l e explanations. One 

might be t h a t i t i s t o t a l l y t i g h t and t h e r e i s no p o r o s i t y . 

A second might be t h a t the f r a c d i d not get i n t o the porous 

zones, they were unable t o — the f r a c was unsuccessful. I 

guess those would be my two highest probable suggestions. 

Q. Talk t o me about the Conoco team t h a t you're 

p a r t i c i p a t i n g i n since the summer of l a s t year, Mr. Wiley. 

I s i t your r e s p o n s i b i l i t y among the team t o monitor what 

happens i n o f f s e t t i n g w e l l s and what they produce? 

A. We attempt t o do t h a t . 

Q. A l l r i g h t , s i r . 

A. You have t o r e a l i z e , there's 24,000 w e l l s out 

here, though, t h a t we're lo o k i n g a t --

Q. I understand. 

A. — so i t ' s a b i g job. 

Q. I n January of l a s t year, when the D i v i s i o n 

declares a new discovery of a gas w e l l i n what i s f o r m e r l y 

an o i l pool area i n the Tubb, d i d n ' t t h a t come t o your 
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a t t e n t i o n ? 

A. No, s i r , i t d i d not come t o my a t t e n t i o n u n t i l 

the summer of 2 000 when I was working on the Abo i n t h i s 

p a r t i c u l a r area and noticed t h a t t h a t w e l l had been 

recompleted i n t o the Tubb. 

Q. Mr. Wiley, c o r r e l a t i v e r i g h t s i s the o p p o r t u n i t y 

t o produce your share of the gas. When and how i s Conoco 

going t o exercise t h a t opportunity? 

A. We believe t h a t we should have — i f normal 160-

acre spacing f o r gas w e l l s i s ap p l i e d i n t h i s s i t u a t i o n , on 

t h i s p a r t i c u l a r w e l l , we bel i e v e we ought t o r e c e i v e a 

p o r t i o n of t h i s production, and thereby p r o t e c t i n g our 

c o r r e l a t i v e r i g h t s by j u s t e s t a b l i s h i n g a standard spacing 

u n i t here. 

Q. When were you going t o b r i n g t h a t t o Cross 

Timbers', Falcon Creek or Sapient's a t t e n t i o n ? 

A. We'd been working on i t since we contacted Mr. 

Carr approximately l a s t summer, when i t came t o our 

a t t e n t i o n . 

Q. The c o l o r code i n d i c a t e s i n yellow the i n t e r e s t 

t h a t Conoco has i n the area — 

A. Yes, s i r . 

Q. - - i s t h a t what t h a t represents? 

A. Yes, s i r . 

MR. KELLAHIN: No f u r t h e r questions, Mr. Stogner. 
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MR. CARR: Mr. Stogner, may I f o l l o w up w i t h one? 

EXAMINER STOGNER: Yes. 

REDIRECT EXAMINATION 

BY MR. CARR: 

Q. Mr. Wiley, Mr. K e l l a h i n defined c o r r e l a t i v e 

r i g h t s as the op p o r t u n i t y t o produce your share of the 

reserves. That d e f i n i t i o n also says i t ' s the o p p o r t u n i t y 

t o produce your f a i r share w i t h o u t committing waste. 

I n your opinion, would the development of t h i s 

r e s e r v o i r w i t h an a d d i t i o n a l w e l l i n the northeast q u a r t e r 

of Section 7, would t h a t w e l l be a necessary w e l l ? 

A. We bel i e v e i t would. As the engineering 

testimony t h a t w i l l f o l l o w , we t h i n k w i l l show, we t h i n k 

t h a t t h a t acreage, the acreage you j u s t referenced, can be 

drained through the Barber 12 w e l l . 

Q. And a second w e l l would be unnecessary? 

A. A second w e l l would be unnecessary. 

Q. And you have an engineering witness who w i l l 

review t h a t ? 

A. Yes, s i r . 

MR. CARR: That's a l l I have. 

MR. KELLAHIN: Follow-up, Mr. Examiner. 

RECROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Wiley, how are you going t o get the o i l i f 
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you d o n ' t d r i l l a n o ther w e l l ? 

A. Again, we t h i n k t h a t we are i n t h e gas cap h e r e , 

and we're n o t -- t o g e t t h e o i l , you would have t o d r i l l a 

40-acre l o c a t i o n f o r o i l i n t h e o i l l e g — 

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

A. -- n o t i n t h e gas l e g . 

Q. There's a 40-acre l o c a t i o n i n t h e n o r t h e a s t 

q u a r t e r o f 7 t h a t would be i n what you c a l l t h e o i l l e g , 

r i g h t ? 

A. F o r t y acres f o r o i l , b u t we b e l i e v e t h i s i s a gas 

cap and t h a t 160 acres would be a p p r o p r i a t e , n o t 40. 

MR. KELLAHIN: A l l r i g h t . No f u r t h e r q u e s t i o n s , 

Mr. Stogner. 

EXAMINER STOGNER: Mr. Carr? 

MR. CARR: (No response) 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Does Conoco have any p l a n s t o go a f t e r t h e o i l i n 

t h e p a r t o f S e c t i o n 7 t h a t you have o p e r a t i o n s o r o p e r a t e ? 

A. I would t h i n k t h a t would be a p o s s i b i l i t y , yes. 

Q. And where would be t h e b e s t p l a c e t o p u t one? 

A. For o i l ? The southwest q u a r t e r — any o f t h e 40s 

i n t h e southwest — o r , l e t ' s see, we have t h e west h a l f o f 

t h e southwest q u a r t e r o f 7, so t h e r e ' s two 40s t h e r e . 

We've g o t -- That would be i n t h e o i l l e g . 
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We've got 4 0s on the east h a l f of the southwest 

q u a r t e r ; there's two 4 0s t h e r e , i n c l u d i n g the 4 0 t h a t t he 

Barber Number 1 i s d r i l l e d i n . Now, we are g e t t i n g toward 

the o i l - w a t e r contact there. 

And then we could probably get a 40 i n the — or 

depending on what the spacing f o r gas t u r n s out t o be, we 

may be able t o get a 40 i n the southwest of the — I'm 

so r r y , southeast of the northwest, might be another o i l 

p o o l . But again, i t depends on the gas spacing. 

Q. With such a gas cap, what happens i f I p u l l the 

gas o f f too much or too fas t ? What happens t o the o i l ? 

A. You would deplete p a r t of your r e s e r v o i r energy. 

Q. So how could there be c o n t r o l s put on the gas? 

A. I ' d l i k e t o defer my answer t o a r e s e r v o i r 

engineer on t h a t , s i r . But s h u t t i n g i t i n would be one 

way. 

Q. P o s s i b i l i t y . Do you work w i t h other Tubb 

prod u c t i o n i n Lea County, New Mexico? 

A. Conoco does, yes. 

Q. How about you? 

A. No, not me personally. 

Q. So t h i s i s the only Tubb produc t i o n t h a t you're 

f a m i l i a r w i t h , w i t h Conoco? 

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

Q. Just t h i s one? 
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A. That's c o r r e c t . 

Q. How much o i l production does Conoco have i n the 

Monument-Tubb Pool i n t h i s area? 

A. I know i t ' s considerable, but I don't know — I 

can't even give you a guess as t o how much. We have a 

number of w e l l s , I would say dozens of w e l l s , t h a t are 

producing from the Tubb. 

Q. The Monument-Tubb? 

A. Monument-Tubb, yes. Well, t h a t — I b e t t e r say I 

don't know. I r e a l l y don't know. 

Q. I thought you said you worked w i t h — t h i s i s the 

only Tubb production you work with? 

A. That's what I'm saying, I ' d b e t t e r say I don't 

know. 

Q. So you don't know why i t was — Well, f i r s t of 

a l l , l e t me go back. 

Do you know what r u l e s the Monument-Tubb are on? 

A. Yes, we d i d copy those. Monument-Tubb o i l i s 4 0-

acre spacing, and the GOR allowed f o r t h a t o r i g i n a l l y was 

4000, and — Conoco had i n i t i a l l y a p p l i e d f o r 6000 GOR. 

The Commission granted 4000 GOR. And t h e r e was an 

amendment, I b e l i e v e , i n 1994 which upped t h a t t o a 10,000 

GOR. We do have a copy of t h a t w i t h us, but I don't have 

i t w i t h me here. 

Q. Okay, what's o i l spacing again? 
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A. I b e l i e v e i t ' s 40 a c r e s . 

Q. I n t h e Monument-Tubb. 

A. I n t h e Monument-Tubb. 

Q. Would you be s u r p r i s e d --

A. I'm s o r r y , you're r i g h t , i t ' s 80 yes. 

Q. I t ' s 80. I s t h e r e any i n f i l l w e l l s t h a t you know 

about t h a t Conoco has? 

A. I n t h e Monument-Tubb area o r a r e we — 

Q. I n t h e Monument-Tubb area, s i n c e you d o n ' t know 

a n y t h i n g about t h e o t h e r — 

A. Again, yeah, I b e t t e r d e f e r . I d o n ' t work i n t h e 

Monument-Tubb. T h i s i s about t h e e x t e n t o f my Monument-

Tubb — 

Q. Okay, what happens i f you draw t o o much o i l o u t 

o f a gas cap and don't produce t h e gas cap? What happens 

t o t h e gas? 

A. The gas w i l l expand i n t o t h e o i l l e g . 

Q. And t h e n can t h e gas be recovered? 

A. I t w i l l c r e a t e — yes, I b e l i e v e — W e l l , I would 

d e f e r t h a t t o a r e s e r v o i r e n g i n e e r . 

Q. Do you know i f t h e s p e c i a l p o o l r u l e s i n t h e 

Monument-Tubb a l l o w f o r an a d d i t i o n a l w e l l i n an 80? 

A. Aga i n , I ' d have t o r e f r e s h my memory, s i r . I 

d o n ' t know. 

Q. Would i t s u r p r i s e you i f I s a i d t h a t n o t h i n g 
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c o n t a i n e d h e r e i n s h a l l be c o n s t r u e d as p r o h i b i t i n g t h e 

d r i l l i n g o f a w e l l on each o f t h e q u a r t e r - q u a r t e r s e c t i o n s 

o f t h e u n i t ? 

A. Aga i n , I --

Q. Do you know who t h e o r i g i n a l a p p l i c a n t was f o r 

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

A. I b e l i e v e i t was Conoco. 

Q. Do you know, by chance, what Conoco's p o s i t i o n 

was when Texaco came i n t o amend t h o s e p o o l r u l e s t o 

i n c r e a s e t h e GOR? 

A. No, s i r , I do n ' t . 

Q. Who i s t h e o p e r a t o r o f t h o s e o i l w e l l s i n S e c t i o n 

5 t h a t ' s on your map? 

A. Marathon O i l Company. 

Q. Do you know what p o o l t h o s e a r e i n ? 

A. Yes, those are i n t h e Monument-Tubb Pool 

EXAMINER STOGNER: I have no o t h e r q u e s t i o n s o f 

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

You may be excused. 

Mr. Carr? 

MR. CARR: Mr. Stogner, a t t h i s t i m e we'd c a l l 

R o b e r t Lowe. 

EXAMINER STOGNER: Mr. K e l l a h i n , a n y t i m e y o u ' r e 

ready. 

MR. CARR: Mr. Stogner — 
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MR. KELLAHIN: I'm g o i n g t o l e t Mr. Carr do t h i s 

one. 

EXAMINER STOGNER: Oh, I'm s o r r y . Mr. C a r r , you 

may proceed. 

ROBERT J. LOWE, 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you ple a s e s t a t e your f u l l name f o r t h e 

r e c o r d , please? 

A. Yes, my name i s Robert J. Lowe. 

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

A. M i d l a n d , Texas. 

Q. By whom are you employed? 

A. Conoco. 

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

A. I'm r e s e r v o i r e n g i n e e r . 

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

D i v i s i o n ? 

A. No, I haven't. 

Q. Could you summarize your e d u c a t i o n a l background 

f o r Mr. Stogner? 

A. I r e c e i v e d my unde r g r a d u a t e degree, a BS i n 

p e t r o l e u m e n g i n e e r i n g , from t h e U n i v e r s i t y o f Wyoming. 
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During my career I went t o graduate school a t the 

U n i v e r s i t y of Southern C a l i f o r n i a , where I'm j u s t one hour 

s h o r t of a master's degree. 

I have worked f i v e years i n Wyoming, f i v e years 

i n C a l i f o r n i a , t hree years overseas i n the Middle East, 

United Arab Emirates, three years here i n the Permian 

Basin, and two weeks ago I j u s t r e c e n t l y j o i n e d w i t h 

Conoco. 

Q. So you've been w i t h Conoco f o r two weeks? 

A. Yes, s i r . 

Q. I n a l l your p r i o r experience you've been employed 

as a r e s e r v o i r engineer; i s t h a t c o r r e c t ? 

A. The f i r s t f i v e years was p r e t t y much p r o d u c t i o n 

and d r i l l i n g , and then from then on i t ' s been r e s e r v o i r 

engineering. 

Q. Now, i n terms of t h i s hearing today, what were 

you asked t o do? 

A. I was asked t o look t o see what the p o t e n t i a l 

drainage radius was of the Barber J. Bertha [ s i c ] Number 

12, Sapient's w e l l , and i f i t could d r a i n reserves from 

Conoco's, i t s pa r t n e r s ' and r o y a l t y i n t e r e s t s ' acreage i n 

the northwest-northeast corner of Section 7. 

Q. And have you completed t h a t work? 

A. Yes, I have. 

Q. And are you prepared t o review t h a t w i t h Mr. 
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Stogner? 

A. Yes, I am. 

MR. CARR: Mr. Stogner, we tender Mr. Lowe as an 

expert witness i n r e s e r v o i r engineering. 

EXAMINER STOGNER: Any objection? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: So q u a l i f i e d . 

Q. (By Mr. Carr) Mr. Lowe, you've prepared e x h i b i t s 

f o r p r e s e n t a t i o n today, have you not? 

A. Yes, I have. 

Q. Let's r e f e r t o what has been marked as Conoco 

E x h i b i t Number 3. Would you i d e n t i f y t h i s and review the 

i n f o r m a t i o n on the e x h i b i t f o r Mr. Stogner? 

A. C e r t a i n l y , i t ' s i s a production p l o t of o i l , 

water and gas. And what I ' l l describe t o you i s , on the X 

a x i s , i s the time l i n e i n years. The curves represented 

here i n a s o l i d bold w i t h f i l l e d c i r c l e s i s the hydrocarbon 

l i q u i d or o i l . The dashed l i n e s w i t h s t a r s i s the gas 

prod u c t i o n . And the t h i n l i n e w i t h open diamonds i s the 

water production. I also have on here a dashed l i n e w i t h 

t r i a n g l e s r epresenting the GOR of t h i s w e l l here. 

What you see, obviously, i s the completion i n 

August of 1999, i n the Tubb. We see here i n December where 

the w e l l was f r a c t u r e - s t i m u l a t e d and saw s i g n i f i c a n t 

increases i n gas production. Along w i t h t h a t came some 
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water, but i t q u i c k l y dropped o f f , as w e l l as the o i l . 

However, t h i s production, coming from D w i g h t ' s P I and 

updated from the website of the OCD p r o d u c t i o n through 

November, shows a f a i r l y c o n s i s t e n t d e c l i n e of gas, an 

e f f e c t i v e d e c l i n e of 16 percent w i t h a nominal d e c l i n e of 

about 17. 

Using t h i s and using an economic l i m i t of 50 MCF 

per day, which i s f i v e f o l d higher than what was presented 

beforehand, shows a recoverable reserves of 2.8 BCF of gas. 

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

4, the p l o t , and I ask you t o review t h i s i n f o r m a t i o n . 

A. Okay. I d i d not know what the o r i g i n a l pressure 

was i n t h i s p a r t i c u l a r w e l l , and so using some of the 

knowledge base of Conoco i n t h e i r p r o d u c t i o n i n the Tubb 

fo r m a t i o n , I presented three p o s s i b l e scenarios of what the 

i n i t i a l pressure might be. 

What we show here on t h i s graph, a t the very 

bottom, i s the estimated u l t i m a t e recovery. On the l e f t -

hand side i s a computed drainage r a d i u s . 

And y o u ' l l see three l i n e s on the graph. The 

blue l i n e represents an i n i t i a l pressure of 2462, and t h a t 

was computed from a pressure g r a d i e n t t h a t i s t y p i c a l l y 

seen i n the Tubb, which i s 0.385 p . s . i . per f o o t . 

I then looked at i t from the standpoint of 

p o s s i b l e d e p l e t i o n t h a t may have occurred. Referencing 
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E x h i b i t Number 1 here, Conoco's s t r u c t u r e map, we see t h a t 

the Marathon w e l l s , the Bertha -- pardon me, Bertha Barber 

Number 18 Y i n Section 5, which i s Marathon's w e l l , had 

been on production p r i o r t o the recompletion of Sapient's 

Barber Number 12. And so the yellow and red l i n e s i n d i c a t e 

a p o t e n t i a l pressure d e p l e t i o n as a r e s u l t of t h a t 

p r o d u c t i o n from t h a t w e l l on t h i s s t r u c t u r e . 

Using — These l i n e s were computed based on a 

m a t e r i a l balance and based f o r various u l t i m a t e r e c o v e r i e s , 

i s how they were a r r i v e d a t . 

I f I use the 2.8 BCF from the d e c l i n e curve of 

E x h i b i t 3, y o u ' l l see a s o l i d black l i n e r e p r e s e n t i n g t h a t 

estimated u l t i m a t e recovery. And where i t i n t e r s e c t s each 

one of these colored l i n e s , e x t r a p o l a t i n g out what the 

drainage ra d i u s i s associated w i t h t h a t . 

Q. A l l r i g h t , l e t ' s go back t o — Take out E x h i b i t 

Number 1, the s t r u c t u r e map, and then ask you t o take out 

what has been marked E x h i b i t Number 5 and e x p l a i n what 

E x h i b i t Number 5 shows as i t applies t o the s t r u c t u r e map. 

A. Yes, what I have here, y o u ' l l n o t i c e , l o o k i n g a t 

E x h i b i t Number 5, i s a c l e a r overlay. There i s a green 

cross which represents the se c t i o n l i n e s , i n t e r s e c t i o n s of 

Sections 6, 5, 7 and 8. There i s a red dot i n d i c a t i n g the 

l o c a t i o n of the Sapient Bertha Barber Number 12. 

I f you overlay the green s e c t i o n l i n e s on top of 
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t h e map such t h a t t h e r e d d o t o v e r l i e s S a p i e n t ' s Barber 

Number 12, i s how t h i s has been s c a l e d t o t h e map. 

The b l u e c i r c l e c o r r e l a t e s t o t h e b l u e l i n e on 

t h e E x h i b i t Number 4, and i t i s i l l u s t r a t i n g t h e d r a i n a g e 

r a d i u s f o r a 2.8 BCF, f o r an i n i t i a l p r e s s u r e o f 2462. 

I f t h e r e had been some p r e s s u r e d e p l e t i o n 

a s s o c i a t e d w i t h t h e Marathon w e l l , Barber 18 Y i n S e c t i o n 

5, say, t o 1900 p . s . i . , t h e n i l l u s t r a t e d i n r e d would be 

t h e d r a i n a g e r a d i u s i n o r d e r t o a c h i e v e 2.8 BCF. 

From l o o k i n g a t t h e h i s t o r i c a l d e c l i n e p l o t , 

t h e r e was no i n d i c a t i o n o f any k i n d o f r e s t r i c t i o n o r 

c o n f i n e m e n t i n d i c a t i n g b a r r i e r s t h a t would n o t p r o h i b i t you 

f r o m t h i n k i n g t h a t i t would be a r a d i a l d r a i n a g e . 

Q. I f we l o o k a t t h i s and t a k e any o f t h e s c e n a r i o s , 

t h e d r a i n a g e r a d i u s extends i n t o t h e Conoco acreage i n t h e 

west h a l f o f t h e n o r t h e a s t q u a r t e r o f 7, does i t n o t ? 

A. Yes, i t does. 

Q. I n your o p i n i o n , would an a d d i t i o n a l w e l l be 

necessary over i n t h a t acreage t o r e c o v e r t h e r e s e r v e s t h a t 

can be produced from t h i s r e s e r v o i r under t h a t acreage? 

A. No, s i r , i t would be j u s t an a d d i t i o n a l w e l l , 

j u s t t o a c c e l e r a t e t h e r e c o v e r y . 

Q. Have you looked a t what would be t h e impact o f 

t h e 8 0-acre development i n t h i s area? 

A. Yes, I have. 
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Q. And have you prepared an e x h i b i t which shows 

th a t ? 

A. Yes, I have. 

Q. I s t h a t what has been marked as Conoco E x h i b i t 

Number 6? 

A. Yes, i t i s . 

Q. Would you r e f e r t o t h a t and e x p l a i n what i t 

shows? 

A. Okay, once again t h i s i s a c l e a r o v e r l a y w i t h the 

green l i n e s i n d i c a t i n g the s e c t i o n l i n e s , w i t h a red dot 

l o c a t i n g the Sapient w e l l . And i n a s i m i l a r f a s h i o n , i f 

you place the green l i n e s over the s e c t i o n - l i n e 

i n t e r s e c t i o n s and the red dot over the Sapient w e l l , what 

we're showing here i s p o t e n t i a l w e l l s on 80-acre spacing. 

This was — What I ' l l p o i n t out here, d i r e c t l y 

n o r t h of the Sapient w e l l , I had no idea where the Matthews 

Number 12 was, so I j u s t simply placed i t based on my 

understanding of 330, going d i r e c t l y o f f of t h e r e . 

But what i t i s implying here i s the f a c t t h a t i f 

we go on 80-acre sections, Marathon w i l l be — i n order t o 

p r o t e c t the c o r r e l a t i v e r i g h t s of i t s e l f , i t s p a r t n e r s and 

the r o y a l t y i n t e r e s t s t h e r e , would have t o d r i l l a w e l l i n 

the northwest of the northeast corner. Likewise, i n 

Chevron's i n t e r e s t and i t s w o r k i n g / r o y a l t y i n t e r e s t s ' 

concerns, they would probably need t o o f f s e t a w e l l 
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d i r e c t l y across. 

I n Section 5, more than l i k e l y w i t h the a c t i v i t y , 

Marathon would probably want t o p r o t e c t i t s c o r r e l a t i v e 

r i g h t s by d r i l l i n g an o f f s e t , a nonstandard o f f s e t , i n 

Section 5. And not knowing the c o n d i t i o n here of t h i s — 

on t h i s map t h a t ' s labeled as Barber AD 1 — I b e l i e v e 

t h a t ' s a Sapient w e l l — I'm not sure whether i t ' s shut i n 

or what the case of the wellbore i n t e g r i t y i s , but i f i t ' s 

not good, then they would be r e q u i r e d t o d r i l l another 

w e l l , as i n d i c a t e d by the small c i r c l e t h e r e . 

What we see i s a large amount of overlap, 

i n d i c a t i n g the f a c t t h a t there would be a c o m p e t i t i o n or 

i n t e r f e r e n c e here, an a c c e l e r a t i o n of the reserves, t h a t a 

good p o r t i o n of these reserves could be accumulated by j u s t 

p r e t t y much a couple e x i s t i n g w e l l s of Chevron and Sapient. 

Q. I n your opinion, would adoption of 80-acre 

spacing r e s u l t i n a development p a t t e r n t h a t would be 

excessive f o r t h i s r e s e r v o i r ? 

A. Yes, I do. 

Q. What are your recommendations concerning 

Sapient's A p p l i c a t i o n ? 

A. That there be a standard square 160-acre spacing 

and t h a t the p e t i t i o n f o r the nonstandard be r e j e c t e d . 

Q. I n your opinion, i f t h a t occurred, t h e r e would 

have t o be some s o r t of a make-up of the p r o d u c t i o n , would 
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t h e r e not? 

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

Q. And how would you recommend t h a t t h a t be handled? 

A. I t h i n k Conoco and i t s partners and i n t e r e s t s , 

r o y a l t y i n t e r e s t s , would want t o be f l e x i b l e . I t would be 

perhaps from a p o i n t forward, perhaps w i t h the gas-

balancing process a t t h a t p o i n t i n time. We would not be 

expected t o be paid i n cash or check. 

Q. Mr. Lowe, were E x h i b i t s 3 through 6 prepared by 

you? 

A. Yes, they were. 

MR. CARR: Mr. Stogner, a t t h i s time we move the 

admission i n t o evidence of Conoco E x h i b i t s 3 through 6. 

EXAMINER STOGNER: E x h i b i t s 3 through 6 w i l l be 

admitted i n t o evidence. 

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

of Mr. Lowe. 

EXAMINER STOGNER: Mr. K e l l a h i n , your witness. 

MR. KELLAHIN: Thank you, Mr. Stogner. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Lowe, l e t ' s go back t o your E x h i b i t Number 3. 

You've constructed a production d e c l i n e curve — 

A. Yes, s i r . 

Q. -- give you an estimated u l t i m a t e recovery f o r 
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the w e l l , and by your analysis you get an EUR of about 2.8 

BCF? 

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

Q. A l l r i g h t , l e t ' s look a t the a n a l y s i s . I'm 

lo o k i n g a t your data p o i n t . The f i r s t data p o i n t on 

pro d u c t i o n i s — and I'm loo k i n g a t the decline-curve l i n e 

you drew f o r the production l i n e on the gas. Just t o the 

r i g h t of the box i s a s t a r , and t h a t ' s the f i r s t data p o i n t 

on p r o d u c t i o n . I t ' s r i g h t a f t e r the f r a c treatment. 

A. Okay. 

Q. A l l r i g h t , you see that ? 

A. Uh-huh. 

Q. Then there's the second data p o i n t , t h i r d data 

p o i n t , and there's a dashed l i n e where the data drops 

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

A. Uh-huh. 

Q. I n your review of the records, what accounts f o r 

t h a t f o u r t h s t a r t o be so f a r o f f of the curve? What 

happened? 

A. I can't t e l l you. But I can t e l l you t h a t the 

s t a r should not represent — This i s monthly data. 

Q. Okay. 

A. Okay, so s t a r s are not i l l u s t r a t i n g the a c t u a l 

data p o i n t s ; there's more data i n between — 

Q. I understand. 
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A. — the data points there, and — 

Q. Have you t r i e d t o -- I'm s o r r y , go ahead and 

answer the question. 

A. As w i t h respect t o t h a t f o u r t h s t a r t h a t you're 

r e f e r r i n g t o , the data a f t e r t h a t went t o zero. As t o what 

the problem was, i f there was a problem w i t h the w e l l or 

why i t was shut i n , I have no idea. 

Q. A l l r i g h t . I t would be a t l e a s t an i n d i c a t i o n 

t h a t the w e l l d i d not produce f o r t h a t f o u r t h month? 

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

Q. A l l r i g h t . Then the f i f t h month, i t i s r e s t o r e d 

t o p r o d u c t i o n f o r whatever reason, and now we have — 

A. Or the f i f t h s t a r — 

Q. The f i f t h s t a r t i s the next data p o i n t ? 

A. -- which would be i n October. 

Q. Right. 

A. Yeah. 

Q. Okay. 

A. Of 2000. 

Q. I know you've only been working f o r Conoco f o r a 

couple of weeks i n t h i s area f o r t h i s p r o j e c t . Do you have 

experience i n your background w i t h Tubb gas production? 

A. No, s i r , I don't. However, i n reviewing t h i s I 

d i d speak w i t h i n d i v i d u a l r e s e r v o i r engineers who had 20 

years' experience i n the Tubb. 
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Q. A l l r i g h t . Let me ask you about your knowledge 

concerning what happens w i t h the data p o i n t number 5, t h a t 

f i f t h month. 

A. Are you t a l k i n g about October, 2000? 

Q. Yes, s i r , October, 2000. 

A. Okay. 

Q. When we take October of 2000, can t h a t data p o i n t 

be a f f e c t e d by how the w e l l i s performed i n t h a t month? 

A. I'm so r r y , could you r e s t a t e t h a t ? 

Q. Yes, s i r . The data p o i n t i s simply the 

r e f l e c t i o n of what i s recorded t o be the cumulative gas 

produced f o r the month of October. 

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

Q. And t h a t volume of gas produced i n October of 

l a s t year can be a f f e c t e d by how the w e l l i s operated and 

produced --

A. Yes. 

Q. — r i g h t ? 

A. And so i s a s i m i l a r p o i n t on November. 

Q. Yes, s i r , they're a l l the same way. 

A. Yes, s i r . 

Q. So i f t h a t monthly production from October i s 

u n c h a r a c t e r i s t i c a l l y high f o r whatever reason, you have a 

data p o i n t t h a t could be too high on which t o place a 

prod u c t i o n l i n e ? 
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A. I t could be. But then again, we see t h a t we have 

an e s t a b l i s h e d d e c l i n e from what appears t o be January, 

February, March, A p r i l , May, June, J u l y p o i n t s . 

Q. Do you know whether or not i t ' s c h a r a c t e r i s t i c i n 

the Tubb t o have a hyperbolic curve associated w i t h t h a t 

p r o d u c t i o n where i t w i l l change from t h i s s t r a i g h t - l i n e 

d e c l i n e t h a t you have depicted here? 

A. I f you had a hyperbolic d e c l i n e — I used an 

exponential d e c l i n e , which i s the most conservative 

estimate. I f you were t o use a h y p e r b o l i c d e c l i n e , i t 

would a c t u a l l y add more reserves than what I am suggesting. 

Q. Okay, I'm t r y i n g t o understand the range of 

choice t h a t you have concerning the 16-percent annual r a t e 

of d e c l i n e . And so the data you've used i s what we're 

d e s c r i b i n g here as monthly production? 

A. Yes, s i r . 

Q. Okay. I n looking at the p r o d u c t i o n , d i d you 

attempt t o analyze and determine whether or not the w e l l 

was producing o i l or whether t h a t f l u i d p r o d u c t i o n was 

simply condensate being produced i n a s s o c i a t i o n w i t h the 

gas? 

A. No, s i r , I d i d n ' t . My review of how i t was 

r e p o r t e d on the OCD was as o i l . 

Q. A l l r i g h t . And so the assumption — 

A. I should say on the web page. 

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 

140 

Q. I understand. So you haven't looked a t data t o 

determine whether or not i t was o i l or condensate; you 

simply assume because of the way i t was r e p o r t e d t h a t t h a t 

was o i l production? 

A. Yes, s i r . 

Q. A l l r i g h t , l e t ' s — The drainage r a d i u s surface 

are based upon t a k i n g your assumption of estimated u l t i m a t e 

recovery and backing i n t o a radius using an engineering 

c a l c u l a t i o n ? 

A. I t also assumes some other Tubb parameters t h a t I 

acquired, as I mentioned, from some of these experienced 

Tubb engineers. 

Q. That's what I want from you. Would you l i s t f o r 

me the assumptions t h a t you made i n order t o do the 

drainage c a l c u l a t i o n s ? 

A. C e r t a i n l y . Based on our understanding t h a t t h e r e 

was 21 f e e t p e r f o r a t e d i n the Sapient Barber B Number 12 — 

Q. A l l r i g h t , l e t ' s stop r i g h t t h e r e . For your 

c a l c u l a t i o n , you used 21 feet? 

A. No, s i r , I'm j u s t — 

Q. A l l r i g h t . For the assumption on the r a d i u s of 

drainage --

A. Yes. 

Q. — you have used a net thickness of 21 feet ? 

A. I use a net thickness of 25. 
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Q. Twenty-five f e e t , okay. A l l r i g h t , now come back 

and t e l l me how you got t o the 25. 

A. A c t u a l l y , I had my g e o l o g i s t , Mr. Bruce Wiley, 

who j u s t p r e v i o u s l y t e s t i f i e d here, provide t h a t f o r me. 

Q. Okay. We have a d i f f e r e n c e between the two 

geologic experts. Mr. Von Rhee used 3 0 f e e t when he gave 

i t t o h i s engineer, and Mr. Wiley has given you 25 fee t ? 

A. That 1s c o r r e c t . 

Q. Okay. I f we use 25 f e e t , the c a l c u l a t i o n w i l l 

spread out the drainage so i t ' s a longer radius? 

A. Likewise, i f you use a l a r g e r number i t w i l l 

reduce i t . 

Q. A l l r i g h t , s i r . 

A. Right. 

Q. A l l r i g h t , so I've got t h a t value. What other 

values d i d you assume? 

A. T y p i c a l l y what we see i n the Tubb, water 

s a t u r a t i o n i s 23 percent. I used an average p o r o s i t y of 12 

percent, f a i r l y close t o what was beforehand. 

Q. Yes, s i r . 

A. I used a s p e c i f i c gas g r a v i t y of .67. 

Q. Okay. 

A. And I used a c o r r e l a t i o n t o compute the Z 

f a c t o r — 

Q. Uh-huh. 
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A. — which i s based on t h e Benedict-Webb-Rubin 

e q u a t i o n o f s t a t e . 

Q. And what was your Z f a c t o r ? 

A. I t was 0.77. 

Q. A l l r i g h t , and --

A. Zero p o i n t seven --

Q. — Mr. T r a v i s used 0.79, I t h i n k ? 

A. Yeah. 

Q. W i l l a c h o i c e on t h e Z - f a c t o r component change 

m a t e r i a l l y between .77 and .79? 

A. I'm s o r r y , once again? 

Q. Yeah, does t h e d i f f e r e n c e between you and Mr. 

T r a v i s , i f a l l o t h e r t h i n g s are t h e same, i f you use a 

d i f f e r e n t Z f a c t o r t h a t ' s .77 v e r s u s .79, does t h a t m a t t e r 

anywhere? 

A. No, n o t t h a t s i g n i f i c a n t l y , i f y o u ' r e u s i n g t h e 

same p r e s s u r e s , i n i t i a l p r e s s u r e s . 

Q. A l l r i g h t , l e t ' s go back and have you t e l l me 

what you used f o r your i n i t i a l p r e s s u r e . 

A. As I was s a y i n g , i t was 2462. That was based on 

t h e p r e s s u r e g r a d i e n t that, we have seen i n t h e Tubb o f 

0.385. 

Q. D i d you use an abandonment p r e s s u r e i n y o u r 

c a l c u l a t i o n ? 

A. Yes, I d i d . 
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Q. And what was that? 

A. 2 50 p . s . i . , t h a t ' s bottomhole pressure. 

Q. Any other assumptions i n the c a l c u l a t i o n t h a t you 

made? 

A. No, s i r . 

Q. I t h i n k t h a t ' s a l l the ones I remember t h a t go 

i n t o the equation. 

A. Yeah. 

Q. A l l r i g h t . And then what you d i d i s , you made 

the overlay w i t h the various c i r c l e s . And i n order t o f i t 

t h i s on Mr. Wiley's map, I have t o take the green n o r t h -

south-east-west i n t e r s e c t i o n --

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

Q. — and place t h a t p o i n t a t the i n t e r s e c t i o n of 

the f o u r sections t h a t are on h i s map? 

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

Q. And then I ' l l have c o r r e c t l y o r i e n t e d t h a t . 

A. And y o u ' l l see a red dot i d e n t i f y i n g t he Sapient 

w e l l , which would overlay the one i d e n t i f i e d on the map. 

Q. Okay. Have you gotten t o the p o i n t i n your work, 

Mr. Lowe, t h a t you have reached any engineering judgments 

about whether or not t h i s i s an o i l pool w i t h a gas cap or 

not? 

A. We have -- i f you -- i f we — According t o t h i s 

map, the f a c t t h a t Marathon i s producing from the same 
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s t r u c t u r e s as i n t e r p r e t e d here, we see an i n c r e a s i n g GOR 

over time. 

Q. I n the Marathon well? 

A. I n the Marathon w e l l , yes, as w e l l as i n the 

Barber B. 

Q. A l l r i g h t . That can be explained by other 

circumstances, can i t not? I n other words, you can have 

i n c r e a s i n g g a s - o i l r a t i o s i n an o i l p o o l , compared t o a gas 

po o l , and not have the two connected? 

A. You could, except f o r the f a c t t h a t i f you have 

an o i l w e l l whose GOR i s in c r e a s i n g since the time the gas 

w e l l has been brought on, i t would suggest t h a t t h e r e i s 

some pressure d e p l e t i o n . Perhaps the gas cap i s moving 

down i n t o the w e l l . 

Q. I s there any other o i l w e l l i n the area, other 

than t h i s one Marathon w e l l , t h a t d i s p l a y s t h a t increase i n 

g a s - o i l r a t i o ? 

A. That one Marathon w e l l being the Barber 18 Y? 

Q. Yes, s i r , yeah. I s t h a t the only one? 

A. You're s t a r t i n g t o see a s l i g h t increase i n the 

Barber B16, but not as s i g n i f i c a n t as the Barber B18 Y. 

Q. Have you looked at the other w e l l s i n the 

Monument-Tubb O i l Pool t o see what those w e l l s are doing, 

one t o another, i n terms of the g a s - o i l r a t i o . 

A. This Monument-Tubb Pool you're t a l k i n g about t h a t 
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i s down t o the — 

Q. Yeah, the o i l pool. 

A. The o i l pool, no, I haven't. I do understand, 

though, t h a t they do have; a lower GOR than what i s being 

seen a t the 18 Y. The 18 Y i s g e t t i n g up around 10,000. 

Q. And the r u l e s permit t h a t t o — 

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

Q. — occur? And those w e l l s , Marathon w e l l s , are 

c u r r e n t l y c l a s s i f i e d i n the Monument-Tubb O i l Pool? 

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

Q. Okay. Conoco operate any w e l l s i n t h i s area? 

A. Once again, I'm a f r a i d I — 

Q. You don't know? 

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

Q. A l l r i g h t , s i r . Do you know i f Conoco has the 

op p o r t u n i t y t o take any of the w e l l s i n the west h a l f of 

the east h a l f and deepen them t o the Tubb? 

A. Not t o my understanding. We would have t o 

d r i l l — 

Q. A l l r i g h t , s i r . 

A. — a brand-new w e l l . 

MR. KELLAHIN: No f u r t h e r questions. Thank you, 

Mr. Stogner. 

EXAMINER STOGNER: Mr. Carr, any r e d i r e c t ? 

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

BY EXAMINER STOGNER: 

Q. Let's see, i f I understand what you're t a l k i n g — 

I f I understand r i g h t , you've mentioned something about 

forming a standard 160-acre comprising the northeast 

q u a r t e r . And how would t h a t -- Would i t be a pe n a l t y , or 

you s a i d t h a t Conoco would --

A. No, s i r . 

Q. — accept the production and a l l o c a t i o n how? 

A. Just from the gas balancing, such t h a t , you know, 

a percentage of whatever the a l l o t t e d amount we i d e n t i f i e d 

t h a t would be reserves i n our acreage t h a t we f e e l t h a t may 

have been a f f e c t e d as of -- through the p r o d u c t i o n t o date, 

would be over time added as we would then go through the 

payment or gas balancing, u n t i l such time e v e r y t h i n g was 

made up, and then we'd go w i t h a s t r a i g h t heads-up 

agreement. 

We're not asking f o r , I don't t h i n k , a cash 

settlement or anything r e t r o a c t i v e p r i o r t o day one. We 

f e e l t h a t we would -- We t r y t o work w i t h Sapient here on 

working out a mutual b e n e f i t deal, b e n e f i t from the 

standpoint t h a t they wouldn't have t o pay e v e r y t h i n g up 

f r o n t , but i t would be over time. 

Q. Do you have t h a t formula? 

A. No, s i r . 
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Q. And t h a t ' s because i t ' s a gas w e l l , r i g h t ? 

A. The gas-balancing, yes, s i r . 

Q. With t h a t i n mind, why doesn't Conoco have a 

problem w i t h the Matthews well? 

A. Well, I'm c e r t a i n l y not an expert on pool r u l e s 

or anything of t h a t s o r t , but I don't t h i n k we would 

n e c e s s a r i l y have a recourse w i t h t h e i r w e l l on Number 6. 

They're i n a d i f f e r e n t s e c t i o n . 

Q. Well, i s n ' t t h e i r w e l l c l o s e r t o your p r o p e r t y 

than t h i s w e l l , the Sapient well? 

A. I t i s , but has not a f f e c t e d our area a t t h i s 

p o i n t i n time. 

Q. But w i l l i t , according t o what you suggested? 

A. There w i l l be, obviously, a boundary e f f e c t 

between the two w e l l s i n which the Matthews Number 12 w i l l 

not be able t o d r a i n because of the f l o w p r o f i l e s t h a t --

or the flow streams t h a t are already e s t a b l i s h e d by the 

p r o d u c t i o n of having the Barber Number 12 already on 

p r o d u c t i o n . 

Q. Now, you said t h i s i s the only Tubb p r o d u c t i o n 

t h a t you're a f f i l i a t e d w i t h ; i s t h a t c o r r e c t ? 

A. At t h i s time, s i r . 

Q. Have you been a f f i l i a t e d w i t h any other type of 

r e s e r v o i r s t h a t had gas caps, as you're i n d i c a t i n g here? 

A. Yes, s i r . 
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Q. Okay, what k i n d of r e s t r i c t i o n s can be put on --

or should be put on the gas production t o c o n t r o l t he — 

how would you say i t -- the u n c o n t r o l l e d take of gas i n a 

gas cap f o r an associated-type pool? 

A. You would want t o have a minimal amount of 

withdrawals. Simply, i t was described beforehand t h a t you 

w i l l lose the m o b i l i t y or the energy w i t h i n t he o i l . One 

of the primary mechanisms f o r producing the o i l would be 

through f l u i d expansion, as w e l l as gas-cap expansion. 

Q. Wouldn't t h a t be prudent, then, i n t h i s instance? 

A. Yes, we believe so. 

Q. How come Conoco d i d n ' t request s p e c i a l pool r u l e s 

or associated pool r u l e s i n con j u n c t i o n w i t h the Monument-

Tubb? 

A. I ' l l be honest w i t h you, I don't know a t t h i s 

p o i n t i n time. I don't know i f they have decided on t h a t 

or — 

Q. Who would? Who would have t h a t d e c i s i o n mode i n 

Conoco? 

A. That would be discussed w i t h i n our group. 

Q. Usually i n other pools t h a t you've d e a l t w i t h , 

how has t h a t c o n t r o l or mechanism been e s t a b l i s h e d and 

associated w i t h o i l production from the lower p o r t i o n of 

t h i s pool, or a pool such as t h i s ? 

A. Well, I should t e l l you too t h a t the w e l l s or the 
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r e s e r v o i r s t h a t I've worked on w i t h gas caps, the companies 

had f u l l y owned the e n t i r e working i n t e r e s t and acreage 

w i t h i n the s t r u c t u r e . 

Q. Oh, even b e t t e r , then. So how, then, i n t h i s 

i nstance, had t h i s occurred, was t h i s a prudent -- Because 

t h i s was a l l engineering, e s s e n t i a l l y , r i g h t ? 

A. Yes, s i r . 

Q. So what kin d of formula was u t i l i z e d ? 

A. Whatever maximized the recovery. 

Q. And how was t h a t determined? 

A. Through material-balance c a l c u l a t i o n s . 

Q. So i n those k i n d of pools, was o i l p r o d u c t i o n 

also l i m i t e d or c o n t r o l l e d ? 

A. No, s i r . 

Q. So o i l production was p u l l out as much as you can; 

i t was only the gas cap t h a t was --

A. Yes, s i r . 

Q. — c o n t r o l l e d ? 

Q. Was the spacing or the amount of o i l w e l l s , was 

t h a t l i m i t e d or d i d you j u s t d r i l l as many o i l w e l l s as you 

could, no matter what i t was? 

A. This gas cap was i n C a l i f o r n i a , and t h e r e was 10-

acre spacing. 

Q. Okay. 

A. They were also under a w a t e r f l o o d . 
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Q. Now, you said i t was a l l 100-percent, so i t 

doesn't r e a l l y matter what C a l i f o r n i a ' s spacing r u l e s were, 

because you e s s e n t i a l l y were allowed t o d r i l l as 

engineering saw f i t ; i s t h a t c o r r e c t ? 

A. I t was -- A c t u a l l y , the spacing was deemed 

because -- i n order not t o accelerate reserves but because 

of the nature of the geology, t h a t ' s what was r e q u i r e d i n 

order t o acquire the production. I f i t was the case t h a t 

we would have been able t o acquire the p r o d u c t i o n w i t h 

l a r g e r acre spacing, then we would have had fewer w e l l s . 

Q. So you ki n d of got stuck w i t h the s i t u a t i o n 

before Conoco — 

A. Geology --

Q. — before you got involved? 

A. Yeah. 

Q. Kind of l i k e t h i s , huh? 

A. Yeah. 

EXAMINER STOGNER: Okay. I have no other 

questions of t h i s witness. 

MR. KELLAHIN: May I f o l l o w up on one question 

t h a t you had, Mr. Examiner? 

EXAMINER STOGNER: Sure, please. 

FURTHER EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Lowe, l e t ' s take the overlay. 
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A. Which overlay? 

Q. With the c i r c l e , not the m u l t i p l e c i r c l e s . The 

s i n g l e - c i r c l e overlay i s E x h i b i t 5. Mr. Lowe, i f y o u ' l l 

put i t on the p o s i t i o n on the map, I want t o f o l l o w up on 

Mr. Stogner's question. This i n f e r r e d r a d i a l drainage 

assumes the Matthew 12 i s not yet competing, c o r r e c t ? 

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

Q. A l l r i g h t . I t assumes t h a t t h i s geologic 

i n t e r p r e t a t i o n i s correct? 

A. Yes, s i r . 

Q. I t assumes a uniform thickness w i t h i n the r a d i u s 

of the 2 5 feet? 

A. A c t u a l l y , i t ' s much more conservative as you go 

out towards 18, or i t appears t h a t there may be a t h i n n i n g 

t r e n d , as I understand from the g e o l o g i s t , going from 18 t o 

12. Using the 25 f e e t would give i t — does not honor t h a t 

t h i n n i n g process. I f I t r i e d t o honor the t h i n n i n g 

process, i t would extend the drainage r a d i u s even f u r t h e r 

than what I show. 

Q. When the Matthews 12 w e l l i s completed t o the 

Tubb, and i f i t ' s successful, Mr. Stogner was asking about 

the b a r r i e r or, i f you w i l l , the no-flow boundary --

A. Uh-huh. 

Q. — t h a t ' s established between the two w e l l s . 

A. Uh-huh. 
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Q. Where would t h a t occur? 

A. I t would occur between the Matthews 12 and the 

Barber — and the Sapient's Barber Number 12. 

Q. Okay. Assuming the r e s e r v o i r i s uniform — 

A. Uh-huh. 

Q. — w i t h the same p e r m e a b i l i t y and p o r o s i t y , the 

no-flow boundary should be e q u i d i s t a n t between the two 

w e l l s , r i g h t ? 

A. Over time, but not immediately. I n f a c t , 

i n i t i a l l y you probably e s t a b l i s h the no-flow boundary 

probably a l i t t l e b i t i n i t i a l l y c l o s e r t o 12, then 

e v e n t u a l l y i t would probably move towards the median. 

Q. Okay. 

Q. At t h a t p o i n t of no flow, and as you move 

northeast and southwest of t h a t p o i n t of c o m p e t i t i o n i n the 

r e s e r v o i r , what happens t o the shape of t h a t l i n e or curve 

as the two w e l l s compete? 

A. This i s — I f you're assuming a homogeneous 

system as you're t a l k i n g about throughout — 

Q. Yes, s i r . 

A. — any production, any r a d i a l drainage t h a t would 

have occurred i n Section — northeast of Matthews 12 would 

probably then probably extend out f u r t h e r t o the southeast 

i n Section 8 and i n t o Section 5, Marathon's area. 

Q. A l l r i g h t . I f t h i s i s homogeneous uniform, can I 
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presume t h a t I would have a c i r c l e t h a t now i s d i v i d e d i n 

h a l f i n the diameter of t h a t c i r c l e ? 

A. No, s i r , you wouldn't have t h a t h a l f c i r c l e , you 

would — 

0. A l l r i g h t , what's the shape, then, l o o k i n g up the 

drainage area? 

A. Well, i t would probably be elongated, as I 

mentioned, down i n t o Section 8 and over i n t o Section 5. 

Q. Okay. What happens t o the o i l p r o d u c t i o n t h a t ' s 

i n the south h a l f of the northeast quarter under t h i s 

drainage r a d i u s example? 

A. What happens t o the o i l ? 

Q. Yeah, how are we going t o produce the o i l t h a t i s 

south of the radius i n the northeast q u a r t e r of 7? How do 

we get t h a t ? Do you have t o d r i l l an o i l w e l l ? 

A. Yes, s i r , you're t a l k i n g — I f I understand you 

c o r r e c t l y , you're t a l k i n g about the acreage of Sapient i n 

the — I s t h i s the southeast corner of Section 7? 

Q. Let me repeat t h i s . I'm t a k i n g the northeast 

q u a r t e r of 7 --

A. Northeast — 

Q. -- and on the s t r u c t u r e map I have drawn a square 

t h a t w i l l encompass the northeast q u a r t e r , and — 

A. Okay, so 160 spacing. 

Q. 160 spacing. 
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A. Okay. 

Q. A l l r i g h t ? And I've found the area a f f e c t e d by 

your drainage radius c i r c l e — 

A. Uh-huh. 

Q. And there's a p o r t i o n i n the south h a l f of the 

northeast t h a t i s not being drained by the Sapient w e l l ? 

A. Yes, s i r . 

Q. You're down i n the o i l p o r t i o n , as I understand 

t h i s analysis? 

A. Yes. 

Q. How are we going t o get the o i l ? 

A. You would have t o d r i l l an o i l w e l l . 

Q. Okay. I s there anything i n the c u r r e n t r u l e s 

t h a t preclude t h a t o i l w e l l from being d r i l l e d now? 

A. I'm a f r a i d I'm not t h a t f a m i l i a r w i t h respect t o 

r u l e s and p r o r a t i o n s . 

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

EXAMINER STOGNER: Mr. Carr? 

MR. CARR: No questions. 

EXAMINER STOGNER: Okay, w e ' l l reconvene here a t 

ten a f t e r two. 

(Thereupon, a recess was taken a t 1:10 p.m.) 

(The f o l l o w i n g proceedings had a t 2:10 p.m.) 

EXAMINER STOGNER: Okay, hearing w i l l come t o 

order. 
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Mr. Carr, I believe we're s t i l l w i t h you. 

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

time we would l i k e t o move t o the Chevron p r e s e n t a t i o n and 

c a l l Tim Denny. 

EXAMINER STOGNER: Ready, Mr. Carr? 

MR. CARR: Yes, s i r . 

TIM DENNY. 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

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

A. Tim Denny. 

Q. Sp e l l your l a s t name. 

A. D-e-n-n-y. 

Q. Where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. Chevron. 

Q. Mr. Denny, what i s your p o s i t i o n w i t h Chevron? 

A. Geologist. 

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

D i v i s i o n ? 

A. No, s i r . 

Q. Could you review your educational background and 

STEVEN T. BRENNER, CCR 
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then summarize your work experience f o r Mr. Stogner? 

A. I have a BS degree and an MS degree i n geology 

from the U n i v e r s i t y of Nebraska, and I've worked f o r 

Chevron f o r 21 years. 

Q. Are you f a m i l i a r w i t h what Sapient i s seeking i n 

these cases? 

A. Yes, s i r . 

Q. Have you made a g e o l o g i c a l study of the area 

which i s the subject of these cases? 

A. Yes. 

Q. Are you prepared t o share the r e s u l t s of t h a t 

work w i t h Mr. Stogner? 

A. Yes. 

MR. CARR: We tender Mr. Wiley as an expert i n 

petroleum geology. 

EXAMINER STOGNER: Are the r e any obj e c t i o n s ? 

THE WITNESS: Mr. Denny. 

MR. KELLAHIN: You said Mr. Wiley. 

MR. CARR: I tender Mr. Denny, t h i s witness, as 

an expert i n petroleum geology. 

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

EXAMINER STOGNER: Mr. Denny i s so q u a l i f i e d . 

Q. (By Mr. Carr) Mr. Denny, could you i n i t i a l l y 

review f o r us what are the status of Chevron's e f f o r t s t o 

develop the 160-acre t r a c t n o r t h of the Bertha Barber 
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Number 12 well? 

A. We are c u r r e n t l y w a i t i n g f o r a r i g t o move i n on 

the Matthews Number 12 w e l l . 

Q. And t h a t i s the w e l l t h a t was approved by an 

a d m i n i s t r a t i v e order of t h i s D i v i s i o n ? 

A. That's r i g h t . 

Q. Have you prepared c e r t a i n e x h i b i t s f o r 

p r e s e n t a t i o n i n t h i s case today? 

A. Yes. 

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

i d e n t i f i c a t i o n as Chevron E x h i b i t Number 1, i d e n t i f y t h a t 

and review i t f o r Mr. Stogner? 

A. E x h i b i t Number 1 i s a s t r u c t u r e map t h a t I've 

constructed on top of the Tubb formation. And t h i s map was 

generated b a s i c a l l y — I j u s t use a program t h a t — went 

out and looked a t tops from P I , and the map t h a t I got i s 

p r e t t y much what I have here. And I went and v e r i f i e d some 

of the tops t o make sure they were i n l i n e w i t h what I 

thought they were on my s t r u c t u r e — c r o s s - s e c t i o n . 

The top-of-the-Tubb map, i t may be a l i t t l e 

d i f f e r e n t than what's been p r e v i o u s l y shown by Mr. Wiley. 

His map i s constructed at a l e v e l below the top of the 

Tubb, and my map i s a c t u a l l y on top of the Tubb. And the 

o i l and gas contacts were adjusted up t o e s s e n t i a l l y the 

top of the r e s e r v o i r , which I considered t o be the top p e r f 
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i n the Sapient w e l l . So I moved my contacts up 12 3 f e e t . 

And what t h i s s t r u c t u r e map shows i s -- appears 

t o be a closed s t r u c t u r e . You have a small s y n c l i n e on the 

southeast p o r t i o n of the map, and you have another small 

s y n c l i n e on the northwest p o r t i o n of the map, and i t 

appears t o be s t r u c t u r a l l y c o n t r o l l e d . And t h e r e appears 

t o be a gas cap t h a t has one w e l l producing i n i t , the 

Sapient Number 12 w e l l . And there are th r e e o i l w e l l s on 

the r i g h t - h a n d side, the Marathon 18 Y and 16 and 17, 

Marathon w e l l s . 

Chevron has 100 percent i n Section 6, 100-percent 

working i n t e r e s t i n Section 6 i n the southeast q u a r t e r , and 

then i n Section 7 where we have the west h a l f of t h e 

northeast q u a r t e r , and also i n the east h a l f of the 

northwest q u a r t e r , Chevron has an 18.7-percent working 

i n t e r e s t and an NRI i n t h a t lease of 14.967. 

Q. And t h i s e x h i b i t shows t h a t t h e r e i s p r o d u c t i v e 

r e s e r v o i r under the west h a l f of the northeast q u a r t e r of 

Section 7; i s t h a t correct? 

A. Yes. 

Q. Let's go t o E x h i b i t Number 2, your c r o s s - s e c t i o n . 

Would you review t h a t f o r the Examiner? 

A. This cross-section, i f you look a t the s t r u c t u r e 

map, the blue l i n e i s what w e ' l l be l o o k i n g a t . The blue 

l i n e represents the l i n e of cross - s e c t i o n . 
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And on the l e f t side of the c r o s s - s e c t i o n i s the 

Gulf Matthews Number 6 w e l l , and then i t goes down t o the 

Sapient, the Barber Number 12, and then the Marathon 18 and 

the 16 and then the 17. 

And the Number 6 w e l l , the Gulf Number 6 w e l l , 

Matthews Number 6, t h i s log you're l o o k i n g a t i s a l o g t h a t 

we went out i n t o the w e l l back i n November of 1999, we 

logged t h i s w e l l because we were aware of Sapient's 

p r o d u c t i o n i n the Number 12 w e l l , so we went out and logged 

t h i s Number 6 t o see i f we could see some p o r o s i t y i n t h i s 

w e l l . 

And we d i d t h a t , and then we f i l e d f o r a permit 

i n A p r i l and we got approval i n May, and we went t o work i n 

J u l y of 2000. 

And what t h i s shows i s , i f you look up a t the top 

here, there's a blue marker c a l l e d the Tubb, and t h a t TD 

doesn't mean anything other than my i n i t i a l s . Okay. But 

t h a t ' s the top of the Tubb. 

And then down towards the bottom there's another 

blue marker, which i s the top of the Drinkard. I've made 

q u i t e a few more d e t a i l e d c o r r e l a t i o n s w i t h i n the Tubb 

s e c t i o n i t s e l f . 

We f e e l l i k e the Matthews Number 6 w e l l was 

completed i n e s s e n t i a l l y the same i n t e r v a l s , although 

there's one i n t e r v a l t h a t we d i d not p e r f o r a t e t h a t was i n 
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the Sapient w e l l . But o v e r a l l , we t h i n k t h a t we were 

p e r f o r a t e d i n more or less the same s e c t i o n . 

We had some f a i r p o r o s i t y development i n the 

Matthews w e l l , and we t o t h i s day do not understand why we 

were unable t o make a w e l l . 

But the other t h i n g t h a t ' s shown on here are 

these d i f f e r e n t l i n e s , the highest o i l and the lowest gas, 

and then also the lowest known o i l . And a l l I d i d here was 

b a s i c a l l y confirm what the Conoco g e o l o g i s t had done, Mr. 

Wiley, and I thought t h a t i t was a reasonable estimate of 

where these contacts might p o s s i b l y be. I t ' s not t o i n any 

way i n s i n u a t e t h a t these are the exact c o n t a c t s , but these 

are, based on p e r f o r a t i o n s , our best guess as t o where they 

might be. 

And the lowest gas, again, was b a s i c a l l y the 

lowest p e r f i n the Sapient w e l l . And the h i g h e s t o i l t h a t 

was shown was the highest perf i n the 18, and the lowest 

p e r f o r a t i o n was i n the Marathon Number 16. 

And as you can see down a t the bottom of the 

c r o s s - s e c t i o n , the Sapient w e l l IP'd f o r 610 MCF, the 

Marathon 18 Y produced 68 o i l and some water, and -- 104 

water. And the 16, Marathon 16, was 41 o i l . Had some gas, 

81 MCF, w i t h a couple b a r r e l s of water. And the Marathon 

17 had 104 o i l , 278 gas and zero water. 

So I guess i t j u s t shows t h a t the Sapient w e l l 
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was a l l — IP'd f o r a l l gas, where the other w e l l s were o i l 

and some gas. 

So I j u s t wanted t o make sure people understood 

these contacts are j u s t our best guess, and th e y ' r e not 

ne c e s s a r i l y anything hard wired, because we j u s t do the 

best w i t h the data t h a t we're provided. 

Q. Mr. Denny, what conclusions can you reach from 

t h i s g e o l o g i c a l review of the area? 

A. Our analysis suggests t h a t you have a closed 

s t r u c t u r e and t h a t you have a gas cap i n the no r t h e r n 

p o r t i o n of Section 7, and we f e e l t h a t a standard 160-acre 

p r o r a t i o n u n i t would be the way t o develop t h a t q u a r t e r 

s e c t i o n . 

Q. I n your opinion, w i l l the Bertha Barber Number 12 

w e l l produce the Tubb reserves under t h a t q u a r t e r section? 

A. Under the northeast of 7? 

Q. Northeast of Section 7. 

A. Well, probably not because — or not f o r some 

long time. There may be i n t e r f e r e n c e , e v e n t u a l l y , when we 

get two w e l l s i n the r e , but --

Q. I'm t a l k i n g about the Bertha Barber Number 12 i n 

the — 

A. Oh --

Q. — northeast of 12. 

A. — oh, yes --
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Q. W i l l t h a t w e l l produce the reserves under — 

A. I'm sor r y , I was t h i n k i n g the Gulf w e l l . Yes, 

the Sapient Number 12 w i l l produce gas out of the northeast 

q u a r t e r of 7. 

Q. And Chevron owns i n t e r e s t i n t h a t spacing u n i t ; 

i s t h a t r i g h t ? 

A. Yes, s i r . 

Q. Have you shared i n t h a t p r o d u c t i o n t o date? 

A. No. 

Q. And what are you seeking? 

A. Well, we seek a standard 160-acre p r o r a t i o n u n i t . 

Q. And do you be l i e v e t h a t the spacing u n i t should 

be set up and t h a t the sharing should be e f f e c t i v e back t o 

f i r s t p r oduction from the w e l l on the Tubb? 

A. Yes. 

Q. The nonstandard u n i t s are being proposed by 

Sapient. I f they are approved, the east h a l f , east h a l f 

and west h a l f , west h a l f , what impact would t h a t have on 

Chevron? 

A. I t would r e q u i r e a d d i t i o n a l d r i l l i n g i n Section 7 

and also i n Section 6, and we f e e l l i k e the area can be 

drained e f f e c t i v e l y w i t h fewer w e l l s and i t would cause 

waste as f a r as a d d i t i o n a l d r i l l i n g goes. 

Q. W i l l Chevron c a l l an engineering witness t o 

review the drainage aspects of t h i s issue? 
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A. Yes, s i r . 

Q. Does Chevron request t h a t the Sapient w e l l be 

shut i n u n t i l an approved spacing u n i t has been e s t a b l i s h e d 

f o r i t ? 

A. Yes. 

Q. Were E x h i b i t s 1 and 2 prepared by you? 

A. Yes. 

MR. CARR: At t h i s time, Mr. Stogner, we move the 

admission i n t o evidence of Chevron E x h i b i t s 1 and 2. 

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

admitted i n t o evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Denny. 

EXAMINER STOGNER: Thank you, s i r . 

Mr. K e l l a h i n , your witness. 

MR. KELLAHIN: Thank you s i r . 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Denny, how long have you been employed as a 

g e o l o g i s t f o r Chevron? 

A. Twenty-one years. 

Q. Of t h a t period of time, have you been i n v o l v e d 

w i t h l o o k i n g a t the geology i n Lea County, New Mexico? 

A. Off and on at d i f f e r e n t times. 

Q. A l l r i g h t . P r i o r t o September of 1999, were you 
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one of the g e o l o g i s t s responsible f o r the Monument area i n 

Lea County, New Mexico? 

A. A p o r t i o n of the Monument. When you say 

Monument, there's d i f f e r e n t r e s e r v o i r s i n the Monument. 

Q. I understand. I'm t a l k i n g about the area around 

what i s now West Monument-Tubb Gas Pool, east h a l f of 

Section 7. 

A. My involvement i n t h i s area came from — I was 

working on the Monument-Abo area. 

Q. Yes, s i r . 

A. And because I'd worked w i t h t h a t and i t was 

proximal t o t h i s , then I happened t o be l o o k i n g a t t h i s 

area. But t h a t ' s about the extent of my Tubb knowledge. 

Q. Were you one of the t e c h n i c a l i n d i v i d u a l s t h a t 

reviewed the Cross Timbers discovery w e l l , the Barber 12 

w e l l ? 

A. Yes, s i r . 

Q. And when d i d you f i r s t do t h a t , s i r ? 

A. The best I can r e c a l l i s , I saw the i n f o r m a t i o n 

on PI t h a t they were d r i l l i n g a w e l l , and then i n the PI 

r e p o r t s , the d r i l l i n g r e p o r t s . 

Q. Oh, so then you would have been aware of t h e i r 

a c t i v i t y back i n September of 1999? 

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

Q. Okay. 
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A. I don't look at the PI r e p o r t s every week or 

every — on a r e g u l a r basis. But sometime i n September, 

October, I would guess. 

Q. A l l r i g h t . So there's a system i n place i n 

Chevron i n which you are a p a r t i c i p a n t and have the 

o p p o r t u n i t y , and the r e s p o n s i b i l i t y , t o look t o see what's 

happening i n t h i s p a r t i c u l a r area? 

A. Yes. 

Q. A l l r i g h t . And i n September of 1999, you become 

aware t h a t Cross Timbers i s t a k i n g the o l d o i l w e l l and 

deepening i t i n t o the Tubb, and t h a t you l a t e r learned t h a t 

i t produced gas out of the Tubb, co r r e c t ? 

A. That's r i g h t . 

Q. A l l r i g h t . Did you become aware of the f a c t t h a t 

the D i v i s i o n e s t a b l i s h e d i n January of the year 2 000 a new 

pool f o r t h a t well? 

A. January, 2000, yes, I t h i n k I was informed a t 

t h a t time. 

Q. A l l r i g h t . Are you f a m i l i a r enough w i t h the 

spacing requirements f o r t h a t p o r t i o n — 

A. Oh, l e t me — 

Q. Yeah. 

A. — l e t me t h i n k , 2000 

Q. Yeah, l a s t year. 

A. — I don't t h i n k I r e a l i z e d t h a t t h i s was a new 
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pool -- a new f i e l d r u l e u n t i l about October of 2000. 

Q. A l l r i g h t , l e t me go back and c l a r i f y something. 

You t o l d me you were working on the Barber Number 6 w e l l — 

A. Right. 

Q. — and I thought you t o l d me t h a t was i n the 

s p r i n g of the year 2 000. Would you check again and t e l l me 

what your best r e c o l l e c t i o n i s concerning the Barbara 6 

well? 

A. The Barber 6 — 

Q. I'm sor r y , I can't keep them s t r a i g h t . The 

Matthews 6. 

A. I have t r o u b l e too. 

Q. The Chevron Matthews 6. 

A. The Matthews 6 w e l l . 

Q. Yes, s i r . 

A. Okay, the chronology there was, we were aware 

t h a t there was an IP, Sapient IP'd t h e i r w e l l f o r 610 MCF, 

and t h a t was i n September or October of 1999. 

Q. A l l r i g h t , s i r . 

A. And then we went out and logged — because of 

t h e i r success, we went out and logged our Matthews Number 6 

w e l l . 

Q• Okay, now stop r i g h t t h e r e . Now, when d i d t h a t 

happen? T e l l me again. 

A. The logging date on t h a t was November 24th of 
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1999 . 

Q. A l l r i g h t . So we've got the Cross Timber w e l l i n 

September. Two months l a t e r i n November, you're back 

logg i n g the Matthew 6? 

A. Correct. 

Q. A l l r i g h t . Are you f a m i l i a r w i t h the general 

statewide spacing r u l e f o r o i l w e l l s on 40-acre spacing? 

A. Am I f a m i l i a r w i t h i t , I — 

Q. Yeah, do you know t h a t t h a t ' s the r u l e ? 

A. I asked the engineer as f a r as what the Monument-

Tubb spacing was, and he t o l d me 40 acres. 

Q. He t o l d you 40 acres? 

A. That's what I r e c a l l . 

Q. A l l r i g h t . I f i t ' s 40-acre spacing, do you know 

what a standard w e l l would be 330 from the side boundaries 

of the 40-acre spacing u n i t ? 

A. Yes. 

Q. That's not unusual t o be aware of t h a t ? 

A. That's r i g h t . 

Q. Okay. Regardless of the a c t u a l spacing f o r the 

o i l p o o l , area you aware t h a t i t ' s t y p i c a l f o r the 

D i v i s i o n , under the statewide r u l e s , t o have a gas w e l l on 

160 acres? 

A. Yes. 

Q. And are you aware t h a t i t i s w i t h i n the r u l e t h a t 
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t h a t w e l l should be no closer than 660 t o the side 

boundaries of the 160? You know t h a t , r i g h t ? 

A. Right. 

Q. Okay. Did i t occur t o you t h a t the Cross-Timbers 

w e l l , which was an o i l w e l l 330 from your p r o p e r t y , i s now 

a gas w e l l , and t h e r e f o r e too close? 

A. We checked i n t o t h a t and we t r i e d t o f i n d out 

what the f i e l d r u l e s were f o r t h a t , and i t was c l a s s i f i e d 

as w i l d c a t f o r a long time. 

Q. And what would t h a t mean t o you? 

A. That means no f i e l d f i e l d s r u l e s are e s t a b l i s h e d , 

as f a r as I know. 

Q. So then i t d e f a u l t e d t o the statewide r u l e , 

r i g h t ? You don't know? 

A. I guess not. 

Q. Okay. 

A. I hadn't thought of i t l i k e t h a t , I guess. 

Q. A l l r i g h t , l e t me show you something. Mr. Denny, 

I've handed you an e x h i b i t . I t ' s marked E x h i b i t 20, i t ' s 

Sapient E x h i b i t 20, and the f i r s t page of i t i s on Chevron 

l e t t e r h e a d , and i t ' s dated October 11th, year 2000. And i f 

y o u ' l l t u r n past the f i r s t page, y o u ' l l see t h a t t h i s 

l e t t e r i s authored by Lloyd Trautman of Chevron and t h a t 

you were copied? 

A. Uh-huh. 
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Q. T.R. Denny i s you; i s t h a t no so? 

A. That's r i g h t . 

Q. A l l r i g h t . Do you know about t h i s A p p l i c a t i o n of 

October 11th, year 2 000, f o r the unorthodox l o c a t i o n f o r 

the Matthews 12 well? 

A. Matthews 12, yes. 

Q. Yes, s i r . Mr. Trautman i s copying you, r i g h t ? 

A. Right. 

Q. Where's Mr. Trautman? 

A. He no longer works i n t h i s p a r t i c u l a r group. 

Q. A l l r i g h t , i s he s t i l l employed by Chevron? 

A. Yes. 

Q. I s he s t i l l located i n Midland? 

A. Yes. 

Q. Okay. On October 11th, then, Mr. Trautman, by 

copying you, i s requesting t o use the Number 12 w e l l as a 

w e l l a t an unorthodox l o c a t i o n i n the southeast q u a r t e r of 

7, c o r r e c t ? 

A. That's r i g h t . 

Q. A l l r i g h t . At t h i s p o i n t he i s r e f e r e n c i n g the 

Cross Timbers Bertha 12 w e l l , c o r r e c t ? 

A. Uh-huh. 

Q. Did you know at t h i s time t h a t w e l l was operated 

by Sapient and not Cross Timbers? 

A. No. 
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Q. Why i s Mr. Trautman copying you w i t h t h i s 

A p p l i c a t i o n , Mr. Denny? 

A. Just standard procedure, I guess. You know, when 

they do something, the engineers do something, they u s u a l l y 

send us a copy. 

Q. A l l r i g h t . Are you involved i n d e c i d i n g which of 

the wellbores i n the southeast quarter of 7 — I'm s o r r y , 

the southeast quarter of 6, t h a t Chevron i s going t o 

u t i l i z e f o r t h i s attempt t o deepen i n t o the Tubb gas? 

A. Yes. 

Q. A l l r i g h t , so t h a t would be a good reason t o copy 

you, r i g h t ? 

A. Yes. 

Q. A l l r i g h t . Let's t u r n t o the next page, and i t ' s 

a p l a t t h a t was f i l e d w i t h Chevron's A p p l i c a t i o n , and i t 

shows the Number 12, correct? 

A. Okay. 

Q. Do you see that? I t ' s got an arrow on i t , the 

Number 12? 

A. Right. 

Q. And you see n o r t h of t h a t i s the Number 6 well? 

A. Right. 

Q. Do you know the s i g n i f i c a n c e of the area t h a t i s 

shaded w i t h diagonal hach l i n e s on t h i s e x h i b i t , of t h i s 

d i s p l a y ? Do you know why t h a t was done? 
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A. No. 

Q. Turn t o the next page w i t h me. Y o u ' l l see Mr. 

Trautman sent n o t i c e t o the o f f s e t operators. Do you see 

th a t ? 

A. Yes. 

Q. Do you know why he sent n o t i c e t o Cross Timbers? 

A. As I said, I don't t h i n k we knew i t was Sapient's 

w e l l then. 

Q. Okay. 

A. So t h a t ' s — I don't know. 

Q. Do you know why n o t i c e was not sent t o Conoco? 

A. No, s i r , I don't get involved i n t h i s k i n d of 

work much. 

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

There's a C-102 attached t o the A p p l i c a t i o n . I t shows the 

l o c a t i o n f o r the Matthews Number 12 w e l l , c o r r e c t ? 

A. Yes. 

Q. A l l r i g h t , t u r n t o the next page. I t ' s a l e t t e r 

from Mr. Stogner t o Mr. Trautman dated October 26th, year 

2000, and Mr. Stogner i s asking f o r more i n f o r m a t i o n 

concerning the w e l l s i n the southeast quarter? 

A. Right. 

Q. Have you seen t h i s before? 

A. Yes. 

Q. Okay, l e t ' s t u r n t o the next one. I t ' s Mr. 
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Trautman*s response on November 7th, the year 2000, t o Mr. 

Stogner 1s l e t t e r , correct? 

A. Right. 

Q. Did you p a r t i c i p a t e i n the p r e p a r a t i o n of t h i s 

l e t t e r or any of the i n f o r m a t i o n t h a t went from t h i s 

s u b m i t t a l t o Mr. Stogner? 

A. No, I j u s t read over i t and t h a t was i t . 

Q. Okay. Let's look at some of the t h i n g s Mr. 

Trautman i s saying. I f y o u ' l l look a t the second paragraph 

he says, "At t h i s time we decided t o recomplete the Number 

6 w e l l . " Do you see that? 

A. Yes. 

Q. "Permits were obtained and.." we completed the 

work on J u l y 14th, year 2000, r i g h t ? 

A. Yes. 

Q. So t h i s i s i n response t o knowing t h a t Cross 

Timbers has a Tubb gas w e l l , and you're l o o k i n g a t your 

w e l l s i n the southeast quarter f o r a r e - e n t r y , r i g h t ? 

A. Right. 

Q. You know t h a t the Cross Timbers w e l l i s 330 from 

the common l i n e , r i g h t ? 

A. Uh-huh. 

Q. I n J u l y of the year 2000, why d i d you not s e l e c t 

the Number 12 w e l l , which i s the immediate o f f s e t f o r 

c o m p e t i t i o n --
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A. Yeah. 

Q. -- and instead s e l e c t the Number 6 w e l l ? 

A. Well, the reason t h a t we d i d t h a t was because 

we're under constant pressure t o keep our costs down, and 

the Number 6 w e l l was a w e l l t h a t we had casing i n . A l l we 

had t o do was run a p o r o s i t y log t o high-grade our p o r o s i t y 

i n t e r v a l and put some p e r f o r a t i o n s i n i t , and i t was the 

most economical way f o r us t o get i n and t e s t the Tubb i n 

t h a t area. 

Q. But i f you're worried about the o f f s e t drainage 

t o the south by the Cross Timbers Tubb gas w e l l — 

A. I understand. 

Q. — why wouldn't you spend the a d d i t i o n a l moneys 

f o r the p r o t e c t i o n w e l l , which would be the Number 12? 

A. Well, l i k e I say, we j u s t — w i t h the management 

approach, as I s a i d , they l i k e t o do t h i n g s t h a t i t ' s most 

economical. And we thought i f the 6 was p r o d u c t i v e then we 

could maybe do subsequent work. 

Q. Were you proposing t o have two Tubb gas w e l l s i n 

the same southeast quarter of Section 6? 

A. No, I'm j u s t saying, we j u s t thought i f the 6 was 

p r o d u c t i v e , then we could do, you know, maybe some other 

t h i n g s i n other areas. But we thought i t would g i v e us a 

w e l l i n t h a t pool. 

Q. A l l r i g h t . So i f you're w o r r i e d about 
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com p e t i t i o n and drainage by the Cross Timbers w e l l , and you 

have t h a t knowledge i n September of 1999 when t h a t w e l l 

s t a r t s t o produce gas, and i f you're concerned about t h a t 

c o m p e t i t i o n and drainage, i s n ' t the most probable s o l u t i o n 

the one t o take the Matthews 12 w e l l and u t i l i z e t h a t w ell? 

A. Well, a l l I can -- The way I r e c a l l what happened 

i s , we j u s t looked a t a w e l l t h a t would be the most 

economical re-enter. We d i d n ' t know what the f i e l d r u l e s 

were going t o be f o r t h i s w e l l . We thought i t would be 

Monument-Tubb, 4 0-acre spacing and — 

EXAMINER STOGNER: What d i d you say? Stop r i g h t 

t h e r e , go back. What d i d you say about the Monument-Tubb? 

THE WITNESS: Just because most a l l the areas — 

or a l l the w e l l s i n t h i s area had been c l a s s i f i e d as 

Monument-Tubb, and we knew the Marathon w e l l s were c a l l e d 

Monument-tubb, and they were 40-acre-spacing w e l l s , we j u s t 

assumed t h a t was going t o be what t h i s w e l l would be 

c a l l e d . So I r e a l l y d i d n ' t worry too much about — You 

know, I j u s t looked f o r the most economical recompletion 

candidate a t t h a t p o i n t . 

Q. (By Mr. Ke l l a h i n ) A l l r i g h t . Mr. Denny, do you 

know t h a t d u r i n g a l l t h i s p e riod of time the Monument-Tubb 

o i l w e l l s are spaced on 80 acres? 

A. I d i d n ' t know t h a t a t the time. 

Q. A l l r i g h t . Let's look a t the map t h a t you 
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prepared. This i s a s t r u c t u r a l map based upon your 

a n a l y s i s of the data a v a i l a b l e ; i s t h a t r i g h t ? 

A. Yes. 

Q. I s t h i s commercially a v a i l a b l e data, Mr. Denny? 

A. As f a r as I know, i t ' s — Like I say, t h i s map 

was constructed mainly w i t h tops from P I . 

Q. Let's compare your map t o Mr. Wiley's map, and 

there's a d i f f e r e n c e , i s n ' t there? Do you have h i s map? 

A. Not a copy. 

Q. A l l r i g h t , l e t me show you my copy. When you 

look a t Mr. Wiley's map as an expert g e o l o g i s t , Mr. Denny, 

don't you conclude t h a t Mr. Wiley i s a s s o c i a t i n g the Tubb 

o i l w e l l s i n Section 8 w i t h the Sapient gas w e l l ? He shows 

a connection and a l i n k , doesn't he? 

A. Would you r e - s t a t e your — 

Q. Yes, s i r . I n Section 8 --

A. Yes. 

Q. — you've got some o i l wells? 

A. Yes. 

Q. Those are Tubb o i l wells? 

A. Down here. 

Q. Yes, s i r , i n Section 8. And he's connecting 

those on h i s d i s p l a y w i t h the same f e a t u r e i n which the 

Sapient gas w e l l — 

A. I t would --
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Q. — right? 

A. Yes, i t looks l i k e i t . 

Q. A l l r i g h t . When I look a t your map, I don't see 

t h a t connection. Am I misunderstanding what you're doing? 

A. Like I say, there appears t o be some lower w e l l s 

t h e r e , and you can e a s i l y put a s y n c l i n e i n t h e r e . 

Q. So, you show me an i n t e r p r e t a t i o n t h a t would 

exclude the Tubb o i l w e l l s i n 8 from being impacted or 

a f f e c t e d by the Sapient Tubb gas w e l l i n Section 7? 

A. Yes, s i r . 

Q. A l l r i g h t . The ones you're drawing our a t t e n t i o n 

t o are the Marathon o i l w e l l s down i n the southwest q u a r t e r 

of 5, r i g h t ? 

A. Yes, s i r . 

Q. Mr. Wiley does something also d i f f e r e n t from your 

map when we look at Section 5, a l l r i g h t ? I'm going t o 

give you h i s map back. There's a s u b s t a n t i a l d i f f e r e n c e 

between how you have chosen t o handle the r e l a t i o n s h i p of 

the Marathon O i l w e l l s i n the southwest of 5 as you move 

towards the gas w e l l i n the northeast of 7, c o r r e c t ? Do 

you see how they're d i f f e r e n t ? 

A. Yes. 

Q. A l l r i g h t . What's the explanation f o r why you 

have not chosen t o do what Mr. Wiley did? 

A. Well, I d i d n ' t r e a l i z e u n t i l today when these 
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f e l l o w s presented t h e i r map t h a t I have no c o n t r o l f o r 

t h e i r Marathon Number 12 w e l l . 

Q. Okay. 

A. And so when I constructed t h i s map, e v i d e n t l y I 

had no l o g , and so I had no data p o i n t on t h a t . So i t was 

j u s t l e f t o f f . 

Q. A l l r i g h t . You had a chance t o see Mr. Von 

Rhee 1s geologic p r e s e n t a t i o n of the s t r u c t u r e w i t h regards 

t o the southwest quarter of 5, d i d you not? 

A. Yeah. 

Q. And h i s i n t e r p r e t a t i o n i s , the e x p l a n a t i o n i s , 

there's a f a u l t separating the o i l w e l l s from the gas w e l l , 

r i g h t ? 

A. Uh-huh. 

Q. I s t h a t not a reasonable p o s i t i o n t o take, based 

upon the data? 

A. Based upon these two maps — You could put i n a 

f a u l t , but i t ' s not the only answer. 

Q. Have you prepared an isopach, Mr. Denny? 

A. No, s i r . 

Q. When we're t r y i n g t o f i g u r e out where t h i s gas 

r e s e r v o i r i s and Chevron decides t o take the southeast 

q u a r t e r and t o re-enter the Matthews 6 w e l l , the l e t t e r 

s u pplied by Mr. Trautman i n d i c a t e s t h a t attempt f a i l e d 

because the Tubb was t i g h t . What does t h a t do, then, t o 
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the r e s e r v o i r i n the southeast quarter of 6? 

A. A l l i t t e l l s me i s t h a t a t t h a t p a r t i c u l a r 

l o c a t i o n the w e l l was — we were unable t o e s t a b l i s h 

p r o d u c t i o n . 

Q. What does t h a t t e l l you i s the next p o t e n t i a l 

place a t which you might have an o p p o r t u n i t y t o compete f o r 

the Tubb gas? Would i t be f a r t h e r away from the Number 6 

w e l l or clo s e r t o the Sapient well? 

A. Well, you know, I guess you want t o get c l o s e r t o 

the apple t r e e , so we — the Sapient. 

MR. KELLAHIN: No f u r t h e r questions, Mr. Stogner. 

We would a t t h i s time move the i n t r o d u c t i o n of 

what I've marked E x h i b i t 20. 

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

EXAMINER STOGNER: Sapient E x h i b i t — That's 20? 

MR. KELLAHIN: Yes, s i r . 

EXAMINER STOGNER: — w i l l be admitted i n t o 

evidence. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. I'm r e f e r r i n g t o Sapient's E x h i b i t Number 20, the 

l a s t page. Who of these people t h a t are cc'd are 

responsible f o r i n t e r p r e t a t i o n of the r u l e s and r e g u l a t i o n s 

f o r Chevron? Who should have caught t h a t ? 

A. Mr. Stogner, from what I can r e c a l l on t h i s , we 
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were c a l l i n g the OCD t r y i n g t o f i n d out what the r u l e s were 

going t o be f o r t h a t w e l l , and i t was considered a w i l d c a t . 

So we d i d n ' t know what the spacing was going t o be. 

Q. Okay, when d i d you c a l l them and when were you 

t o l d i t was a wil d c a t ? 

A. Well, I don't get involved a whole l o t i n spacing 

and a l l t h i s k i n d of s t u f f , but the engineer working on i t , 

Mr. Trautman, was — he has a note t h a t he was informed i n 

October t h a t the f i e l d had a f i e l d name of West Monument-

Tubb, and i t had a 160-acre p r o r a t i o n u n i t . 

Q. Do you know what a w i l d c a t w e l l i s ? 

A. To me i t j u s t means a w e l l t h a t has no f i e l d 

r u l e s , I guess, or i t ' s j u s t a new w e l l . 

Q. Do you know what the r u l e s and r e g u l a t i o n s of New 

Mexico say what w i l d c a t w e l l is? 

A. Like I say, t h a t ' s r e a l l y not what I get in v o l v e d 

i n too much. I j u s t t r y t o do the t e c h n i c a l work. 

EXAMINER STOGNER: Mr. K e l l a h i n — 

MR. KELLAHIN: Yes, s i r . 

EXAMINER STOGNER: — who i n your p a r t knows the 

r u l e s and r e g u l a t i o n s of New Mexico? None of them 

t e s t i f i e d t o t h a t . 

MR. KELLAHIN: No, s i r , and I explained i n my 

opening — 

EXAMINER STOGNER: Mr. Carr, who i n Conoco d i d 

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 

180 

you have here today? 

MR. CARR: I don't have anyone who can t e s t i f y as 

t o — 

EXAMINER STOGNER: How about Chevron? 

MR. CARR: And I don't have anyone f o r Chevron 

who can t e s t i f y t o the r u l e s . 

EXAMINER STOGNER: Would t h a t be important? I 

guess I'm missing something. I know the OCD made a b i g 

mistake. The OCD i n Hobbs made a huge mistake, and I t e l l 

you what, I'm not going t o cover up a t a l l f o r t h a t . We 

made a huge mistake i n Hobbs. What do I do, f i r e t h a t 

person? 

MR. CARR: Are you asking me? 

EXAMINER STOGNER: I don't know — 

MR. CARR: I mean, I could — 

EXAMINER STOGNER: — i t ' s j u s t s o r t of general. 

No, I'm not asking. 

MR. CARR: I can give an op i n i o n , but I . . . 

EXAMINER STOGNER: And then we get somebody new 

i n t h e r e t h a t don't know the r u l e s and r e g u l a t i o n s too? 

Maybe t h a t ' s where we should go. 

I ' l l t e l l you what, what I've seen today so f a r , 

I'm beginning t o doubt the a d m i n i s t r a t i v e A p p l i c a t i o n f o r 

the Chevron Well Number 12 should have even been issued a t 

a l l , because i t doesn't look l i k e t o me P h i l l i p s was even 
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n o t i f i e d , nor was Conoco. 

Now, I d i d get Sapient's waiver of an o b j e c t i o n , 

even though they d i d not get n o t i f i e d , e v i d e n t l y Sapient 

also got i t , because I got some correspondence from them, 

Mr. K e l l a h i n . So t h a t waives Sapient's — I mean, t h a t 

introduced Sapient, so t h a t waived them from the 

n o t i f i c a t i o n . And then the o b j e c t i o n came i n and of course 

i t was waived. But t h a t one waiver allowed me t o approve 

t h a t w e l l . 

I'm beginning t o see now t h a t t h a t might not have 

been the best plan of a c t i o n . And we d i d have t h a t set t o 

hearing, d i d n ' t we, and t h a t was dismissed? 

What should we do on t h a t A p p l i c a t i o n , Mr. Carr? 

I'm a l i t t l e concerned t h a t i t doesn't look l i k e t o me 

adequate n o t i f i c a t i o n pursuant t o Rule 1207.A 

MR. CARR: I'd l i k e t o confirm who the a c t u a l 

owners are and see i f there are waivers t h a t can be 

presented. 

EXAMINER STOGNER: Okay, w i t h t h a t I'm going t o 

stay t h a t a d m i n i s t r a t i v e a p p l i c a t i o n by v e r b a l today on the 

record, t h a t A d m i n i s t r a t i v e Order NSL- — what? 3726-A? 

MR. KELLAHIN: Yes, s i r , I t h i n k t h a t ' s r i g h t . 

EXAMINER STOGNER: Get the r i g h t number. 

MR. KELLAHIN: 3752-A issued January 24th. 

EXAMINER STOGNER: Okay, 3 7 52-A i s hereby stayed 
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pending f u r t h e r review by the Ap p l i c a n t . 

MR. CARR: By Chevron, and we w i l l r e p o r t 

q u i c k l y . 

EXAMINER STOGNER: Okay. Hopefully by the proper 

p a r t y . 

Q. (By Examiner Stogner) Okay, Mr. Trautman i s no 

longer working f o r the Western -- he's no longer i n t h i s 

p o r t i o n of i t , r i g h t ? 

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

Q. How about t h i s R.M. Vaden? Who's he? 

A. He's a landman. 

Q. A landman. Does also know the r u l e s and regs? 

A. I can't speak f o r him. 

Q. Uh-huh. I s he s t i l l working f o r Chevron? 

A. Yes. 

Q. He is? I s he here today? 

A. No. 

Q. Do you know why not? 

A. No, s i r . 

Q. I s t h i s the same R.M. Vaden t h a t serves on the 

r e g u l a t o r y p r a c t i c e s committee t h a t makes recommendations 

t o my boss about r u l e s and r e g u l a t i o n s and how t o change 

them and make them s i m p l i f i e d ? I s t h a t the same person? 

A. I t h i n k t h a t was one of h i s r e s p o n s i b i l i t i e s , I'm 

not sure --
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Q. So he would be the r e g u l a t o r y expert i n t h i s 

instance? 

A. I can't say f o r sure. I don't know e x a c t l y what 

a l l d u t i e s he has, but I t h i n k he does go t o some -- or has 

i n the past went t o some r e g u l a t o r y commission r u l e s — or 

meetings. 

Q. Maybe we need t o subpoena him up here. 

Okay, I ' l l s t a r t asking questions t h a t you may 

e v i d e n t l y know something about, pursuant t o t h i s p a r t i c u l a r 

E x h i b i t Number 1. So we have p o s s i b l e o i l p r o d u c t i o n 

underneath t h i s pod or area? Underneath t h a t gas t h a t ' s 

p a i n t e d pink, I should assume t h a t there's o i l underneath 

there? 

A. Yes. 

Q. Pardon? 

A. Yes. 

Q. So t h i s would be an associated -- a gas-cap 

r e s e r v o i r ? 

A. I don' — I'm not sure. A l l I know i s , i t looks 

l i k e j u s t one w e l l has gas and the other t h r e e have o i l , 

and the other three o i l w e l l s also produce some gas. 

Q. But you're not here seeking associated pool r u l e s 

f o r t h i s Tubb production? 

A. No. 

Q. Why not? 
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A. I don't r e a l l y know associated pools r e a l l y mean, 

so --

Q. Who would? 

A. I j u s t have no experience w i t h these type of 

r e s e r v o i r s , so... 

EXAMINER STOGNER: Okay, then i n t h a t case I have 

no other questions. You may be excused. 

Mr. Carr? 

MR. CARR: At t h i s time we c a l l Mr. Abel Lovato. 

ABEL LOVATO, 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

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

A. Abel Lovato. 

Q. And where do you reside? 

A. I n Midland, Texas. 

Q. Mr. Lovato, by whom are you employed? 

A. Chevron. 

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

A. I'm a petroleum engineer. 

Q. Have you on p r i o r occasions t e s t i f i e d before the 

O i l Conservation D i v i s i o n ? 

A. No. 
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Q. Would you summarize your educational background 

f o r Mr. Stogner? 

A. I'm a 1992 graduate from the New Mexico I n s t i t u t e 

of Mining Technology, New Mexico Tech, and I've been 

employed w i t h Chevron i n the west basin, or the Permian 

Basin, since 1992 t o present. 

Q. And you've been as a petroleum engineer a t a l l 

times? 

A. Yes. 

Q. Are you f a m i l i a r w i t h what Sapient i s seeking i n 

t h i s case? 

A. Yes. 

Q. Have you made an engineering study of the area 

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

A. Yes, I have. 

Q. B a s i c a l l y , what have you done, what have you 

t r i e d t o do? 

A. I've j u s t t r i e d t o c a l c u l a t e the gas i n place 

around the Bertha Barber Number 12. 

Q. Are you prepared t o share the r e s u l t s of your 

work w i t h Mr. Stogner? 

A. Yes. 

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

petroleum engineer. 

EXAMINER STOGNER: Any obje c t i o n ? 
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MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: Mr. Lovato, you graduated i n 

1992. When d i d you s t a r t ? 

THE WITNESS: I n 1987. 

EXAMINER STOGNER: Okay, I don't — No o b j e c t i o n . 

I was j u s t t h i n k i n g -- Okay, yeah, Mr. Lovato i s so 

q u a l i f i e d . 

Q. (By Mr. Carr) Would you r e f e r t o what has been 

marked as Chevron E x h i b i t Number 3, i d e n t i f y and review 

t h i s f o r the Examiner? 

A. This i s a production p l o t of the Bertha Barber 

Number 12 production since i t was completed i n August of 

1999. The s o l i d l i n e on top i s the cum pro d u c t i o n . The 

dashed and t r i a n g l e d -- or squared l i n e on the bottom, i s 

the d a i l y production i n MCF per date. 

As a de c l i n e a n a l y s i s , I used the bottom l i n e or 

the bottom dashed l i n e t o p r e d i c t the gas i n place through 

d e c l i n e a n a l y s i s . I used the p o i n t s t a r t i n g i n February of 

2000 t o January of 2001, and those c a l c u l a t i o n s are on the 

next page. 

Q. Okay, and you have c a l c u l a t e d a d e c l i n e r a t e f o r 

t h i s w e l l , and the c a l c u l a t i o n s are set f o r t h on E x h i b i t 4, 

cor r e c t ? 

A. Yes. 

Q. Okay, l e t ' s go through those, please. 
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A. Okay. On the top of the page th e r e you have your 

e f f e c t i v e and nominal d e c l i n e y e a r l y . I used a 1400-MCF-

per-day from the January, 2 000, production, and I used 1176 

MCF per day i n January or December -- i n December of 2 000. 

And t h a t c a l c u l a t e d out t o be about a 16-percent annual 

d e c l i n e . And changing t h a t over t o a normal d e c l i n e , 

t h a t ' s 17 percent. 

And then your expected recovery using t h a t 

c a l c u l a t i o n comes out t o be about 2.6 BCF, i s what we can 

expect t o recover from the Bertha Barber Number 12. 

Q. Now, you've used another approach, have you not, 

t o ~ 

A. Yes. 

Q. — estimate u l t i m a t e recovery? 

A. Yes, and the next l i n e below t h e r e i s the 

m a t e r i a l balance equation. And using t h a t m a t e r i a l balance 

equation, I had t o come up w i t h a couple of assumptions, 

one of them being the r e s e r v o i r pressure, i n i t i a l r e s e r v o i r 

pressure, and the other being your chemical a n a l y s i s of the 

gas. 

I obtained these from our gas group who t r a n s f e r 

gas i n the Monument-Tubb area, and those were j u s t 

p r o b a b i l i t y estimates from the i n f o r m a t i o n t h a t they gather 

c o l l e c t i n g gas. 

When I ran through t h a t equation, I came out w i t h 
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a 2.2-BCF c a l c u l a t i o n which was i n l i n e w i t h my previous 

estimate or the previous c a l c u l a t i o n , a d e c l i n e a n a l y s i s of 

2.6. I b e l i e v e I used a 250-p.s.i. abandonment pressure on 

the expected recovery, on the m a t e r i a l balance equation. 

Q. Now, you were able t o take these numbers and 

c a l c u l a t e drainage r a d i i , were you not? 

A. Yes, and t h a t ' s — 

Q. I s t h a t shown on the e x h i b i t — 

A. -- and t h a t goes down — yes, i t breaks down i n t o 

t h i s next t a b l e . 

Where I got the 2800-pound i n i t i a l pressure from 

was the work t h a t we had done on the G.C. Barber Number 6, 

the f r a c t h a t was t a l k e d about e a r l i e r . I went back and I 

looked a t the d a i l y r e p o r t s . And when they were going i n 

t o p e r f t h a t w e l l , the standard procedure i s t o f i l l the 

w e l l w i t h 2-percent KC1, f o r sa f e t y reasons. I n case you 

have a blowout y o u ' l l be able t o hold t h a t gas i n 

form a t i o n . 

But when I went i n there and shot the upper 

p e r f s , i t was noted on the d a i l y r e p o r t t h a t the w e l l went 

on s l i g h t vacuum, which i n d i c a t e s t h a t the h y d r o s t a t i c 

pressure a t t h a t depth was over and above the pressure i n 

the r e s e r v o i r . 

So a f t e r c a l c u l a t i n g what the h y d r o s t a t i c 

pressure i s w i t h the f l u i d t h a t they had i n the r e s e r v o i r , 
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i t c a l c u l a t e d out t o approximately 28 00 pounds pressure a t 

fo r m a t i o n . 

So t h a t ' s where I used on my m a t e r i a l balance, 

t h a t ' s the pressure t h a t I used. And you can see t h a t 

t h a t ' s i n the second small column, you can see where i t 

says r e s e r v o i r pressure, 2800 pounds. 

The r e s e r v o i r temperature, I also got t h a t o f f of 

the G.C. Matthews Number 6, o f f of the l o g . That was 12 0. 

Gas d e n s i t y , I c a l c u l a t e d t h a t o f f of the gas composition 

su p p l i e d by the gas group. 

Pseudoreduced pressure, pseudoreduced temperature 

i s a c a l c u l a t e d value, and then — and from t h a t value you 

come out w i t h your Z f a c t o r or your c o m p r e s s i b i l i t y f a c t o r 

f o r your gas, and I got a .841 a t 2800 pounds. 

Going f u r t h e r down t h i s t a b l e , I c a l c u l a t e d i t a t 

-- i f we were on a 160-acre p r o r a t i o n u n i t w i t h a net f o o t 

of pay of 21 f e e t . And I got t h a t o f f of the logs, o f f of 

the Bertha Barber Number 12, t h a t ' s a l l they p e r f o r a t e d was 

21 f e e t of pay. 

I estimated the average p o r o s i t y t o be 10 percent 

and the i n t e r s t i t i a l water s a t u r a t i o n of 2 0 percent. I 

obtained t h a t from other engineers who had a l i t t l e more 

experience and time i n the Tubb formation, Mr. Lloyd 

Trautman and Mike Howe. They helped me w i t h t h a t . 

And so when you — Using those numbers, I come 
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out w i t h a gas i n place of around 2.3 BCF f o r t h a t w e l l . 

And t a k i n g t h a t number, t h a t 2.377 BCF, i t also f a l l s — 

you know, i t w i l l f a l l i n l i n e w i t h what we estimated o f f 

of the d e c l i n e analysis and also o f f of the m a t e r i a l 

balance. 

The next number underneath t h e r e i s the 471,000 

MCF t h a t they have produced out of t h a t w e l l t o date. That 

2 0 percent below there i s percent recovered of the 2.3 BCF, 

and t h a t ' s again c a l c u l a t e d on 160 acres. 

This i s also c a l c u l a t e d r a d i a l l y , so i f you back 

out the radius f o r the gas produced, 471,000 MCF, i t comes 

out t o a produced volume radius of around 296 f e e t r a d i a l l y 

around the Bertha Barber 12. 

And since i t ' s s i t u a t e d 330 f e e t o f f the lease 

l i n e t o the n o r t h and 330 f e e t o f f the lease l i n e from the 

New Mexico Federal U n i t , i t ' s my e s t i m a t i o n t h a t the Bertha 

Barber w i l l be encroaching on our gas reserves s h o r t l y . 

And on the -- I f you j u s t go o f f of a 160-acre 

p r o r a t i o n u n i t r a d i u s , i f you take t h a t 2.3 BCF, i t 

c a l c u l a t e s out t o 1491 f e e t from the w e l l b o r e . 

Q. Mr. Lovato, you were present t h i s morning when 

Mr. T r a v i s t e s t i f i e d , were you not? 

A. Yes, I was. 

Q. And i n h i s volumetric c a l c u l a t i o n s he was using 

an i n i t i a l pressure of 2570 pounds? 
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A. Yes. 

Q. I f we a p p l i e d t h a t number would we, i n f a c t -- i f 

you a p p l y t h a t p r e s s u r e number t o t h e t a b l e — 

A. Yes. 

Q. -- what s o r t o f r a d i u s would we have as o f 

January o f t h i s year? 

A. I t appears i t would be w i t h i n 317 f e e t and 342 

f e e t t h e r e somewhere. 

Q. I s i t your t e s t i m o n y t h a t t h e B e r t h a Barber w e l l 

w i l l , i n f a c t , d r a i n t h e Chevron and Conoco acreage i n 

S e c t i o n 7? 

A. Yes, i t ' s my o p i n i o n t h a t i t w i l l . 

Q. What ar e your recommendations c o n c e r n i n g t h i s 

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

A. W e l l , I recommend t h a t t h e S a p i e n t A p p l i c a t i o n be 

d e n i e d and t h a t t h e y be — t h e y a p p l y f o r a s t a n d a r d 

s p a c i n g u n i t o f 160 ac r e s . 

Q. Do r e q u e s t t h a t t h e w e l l be s h u t i n u n t i l a 

s t a n d a r d s p a c i n g u n i t i s approved? 

A. That would g i v e us t h e o p p o r t u n i t y t o c a t c h up, 

yes. 

Q. Were E x h i b i t s 3 and 4 p r e p a r e d by you? 

A. Yes, s i r . 

MR. CARR: Mr. Stogner, a t t h i s t i m e we'd move 

t h e a d m i s s i o n i n t o evidence o f E x h i b i t s 3 and 4. 
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EXAMINER STOGNER: E x h i b i t s 3 and 4 w i l l be 

admitted i n t o evidence. 

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

of Mr. Lovato. 

EXAMINER STOGNER: Thank you, s i r . 

Mr. K e l l a h i n , your witness. 

MR. KELLAHIN: Mr. Stogner, thank you. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Lovato, d i d you assume the r e s p o n s i b i l i t i e s 

f o r t h i s p r o j e c t from Mr. Trautman? 

A. Yes, I d i d . 

Q. And when d i d t h a t happen? 

A. I was -- Lloyd and I were traded p r o p e r t i e s as of 

January 1st --

Q. Of t h i s year? 

A. Of 2001, yes. He had promised me t h a t he wasn't 

going t o leave me out i n the col d and t h a t he was going t o 

help me w i t h the January 21st hearing t h a t was on the 

docket, and — but t h a t was canceled, so he had other 

o b l i g a t i o n s and he had t o take h i s — and he l e f t me w i t h 

t h i s r e s p o n s i b i l i t y --

Q. As p a r t of your r e s p o n s i b i l i t i e s i n r e p l a c i n g 

him, d i d you read the Chevron f i l e s t h a t i n c l u d e d Mr. 

Trautman's A p p l i c a t i o n on behalf of Chevron f o r a Tubb gas 
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w e l l i n the southeast quarter of Section 6? 

A. Southeast quarter of Section 6? 

Q. Yes, s i r . 

A. Yes. 

Q. A l l r i g h t . You've read a l l t h a t s t u f f ? 

A. Yes. 

Q. A l l r i g h t . Your l a s t response t o Mr. Carr, you 

t a l k e d about s h u t t i n g i n the Sapient w e l l t o a f f o r d Chevron 

a chance t o catch up, r i g h t ? 

A. Yes. 

Q. Chevron had t h a t o p p o r t u n i t y , i f we are t o 

b e l i e v e Mr. Denny, i n September of 1999, r i g h t ? 

A. I bel i e v e i f t h a t w e l l hadn't made a w e l l , we 

probably wouldn't be here. That's j u s t my o p i n i o n . 

Q. Well, my question i s , you may not have known, but 

i n September of 1999 Mr. Denny knew, and presumably Chevron 

knows, t h a t there's a Tubb gas w e l l j u s t t o the south, 

r i g h t ? 

A. Yes. 

Q. A l l r i g h t . So the o p p o r t u n i t y was t h e r e 

immediately a f t e r the w e l l s t a r t e d t o produce gas, r i g h t ? 

A. Yes. 

Q. And you now want the w e l l shut i n , a f t e r 18 

months of w a i t i n g t o exercise your o p p o r t u n i t y t o compete? 

A. Well, i t ' s my understanding t h a t Lloyd had — or 
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Mr. Trautman had t r i e d , or had conferred w i t h Mr. Carr 

about g e t t i n g the w e l l , the Bertha Barber Number 12, shut 

i n . 

Q. That d i d not occur — 

A. I t d i d not occur. 

Q. — u n t i l f a l l of t h i s year. 

A l l r i g h t , my question i s , what happened between 

September, 1999, and October of the next year t h a t 

precluded Chevron from t a k i n g a c t i o n w i t h regards t o the 

Cross Timbers well? 

A. Well, I believe most of t h a t time was taken t o 

prepare p r o p e r l y f o r the G.C. Matthews Number 6. 

Q. How much time would i t have taken f o r a Chevron 

employee w i t h knowledge t o look a t t h a t gas w e l l , decide 

where i t was located, and see i f the r i g h t acreage 

c o n f i g u r a t i o n had been dedicated t o i t ? 

A. Well, as Mr. Denny s t a t e d e a r l i e r — I j u s t don't 

have an answer f o r t h a t . I don't know how long i t would 

take. I t . . . 

Q. A l l r i g h t . You were not in v o l v e d i n Chevron's 

d e c i s i o n about choosing the Matthews 6 w e l l as the f i r s t 

e f f o r t t o attempt t o compete w i t h the Cross Timbers w e l l , 

c o r r e c t ? 

A. Correct. No, I j u s t read the correspondence 

between Mr. Stogner --
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Q. A l l r i g h t , and you were not in v o l v e d i n Mr. 

Trautman 1s response t o Mr. Stogner i n November of l a s t 

year? 

A. No. 

Q. Okay. Let's look a t — Let me ask you t h i s : 

Have you stu d i e d or made any r e s e r v o i r i n v e s t i g a t i o n of 

t h i s issue about having an o i l pool w i t h a gas cap? 

A. No. 

Q. You've not studied the g a s - o i l r a t i o s of the 

Marathon wells? 

A. No, j u s t as I've l i s t e n e d t o the Conoco testimony 

and Tim — 

Q. Well, t h a t ' s here today. 

A. — Mr. Denny and I , we discussed — we looked a t 

the pro d u c t i o n o f f of those Marathon w e l l s , we looked a t 

the pro d u c t i o n p l o t s t h a t we p u l l e d o f f of P I / D w i g h t ' s — 

Q. Okay. 

A. — and we looked a t t h a t s t u f f , yeah. We k i n d of 

looked a t i t where i t f e l l on the map. 

Q. Well, l e t me ask you what you saw. When you look 

a t the Marathon w e l l s , d i d you n o t i c e t h a t of the th r e e 

Marathon w e l l s , the w e l l w i t h the highest g a s - o i l r a t i o was 

f a r t h e s t downstructure? 

A. No, s i r , I d i d n ' t make t h a t observation. 

Q. Okay. Let's look a t your E x h i b i t Number 3. 
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Where d i d you get the production i n f o r m a t i o n f o r the 

Sapient Barber Number 12 w e l l f o r the month of February of 

t h i s year? 

A. I don't believe I have the data f o r February. I 

t h i n k I have i t f o r January. 

Q. A l l r i g h t , so I need t o take the p o i n t , the data 

p o i n t on the February production and white i t out, r i g h t ? 

I s t h a t --

A. Yes — 

Q. -- l a s t data p o i n t --

A. -- yes, yes. 

Q. A l l r i g h t , t h a t ' s not c o r r e c t . Take me back on 

t h a t l i n e where i t says j u s t above the 1000-MCF-a-day 

l i n e — Do you see the l i n e ? 

A. My c a l c u l a t i o n was done a t — The i n i t i a l p o i n t 

was 14 00 MCF, and then p u t t i n g — That was a t December, and 

then g i v i n g i t a year would put us a t December, 2 000, and I 

gave i t 1176 MCF, which i s below t h a t 1236 MCF. 

As we were going along, we — As Lloyd was going 

along, he s t a r t e d c o l l e c t i n g data, p r o d u c t i o n data, and we 

j u s t kept updating i t , and I guess I've added a p o i n t — I 

added t h a t January number i n t h e r e , but I've already done 

the c a l c u l a t i o n a t 1176, which i s below what's on the p l o t 

t h e r e . 

Q. A l l r i g h t , here's what I'm t r y i n g t o f i n d out, 
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Mr. Lovato. When you look a t E x h i b i t 4 and look a t the top 

p a r t of i t , you've est a b l i s h e d an expected EUR of 2.6 BCF 

of gas? 

A. Yes. 

Q. I'm assuming t h a t you have forecasted a 

pro d u c t i o n d e c l i n e i n order t o get t h a t 2.6 BCF of gas, 

cor r e c t ? 

A. Yes, yes. 

Q. And so t o f i n d out how you d i d t h a t , I'm l o o k i n g 

back a t E x h i b i t 3, t o f i n d out what p o i n t i n time you have 

got a d a i l y producing r a t e of 1400, r i g h t ? 

A. Right. 

Q. Where i s i t ? 

A. That i s r i g h t a f t e r the f r a c t h a t was done i n 

December, so i t was i n January. 

Q. So January of the year 2000 i s the s t a r t i n g p o i n t 

f o r t h a t number, r i g h t ? 

A. Correct. 

Q. Okay. And you're t a k i n g t h i s on -- base t h i s on 

the monthly production report? 

A. Yeah. 

Q. You're not looking a t d a i l y production? 

A. No, I j u s t took a monthly gross and then convert 

i t t o a d a i l y number. 

Q. You're not looking t o see i f the operator changed 
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the choke s e t t i n g t o change the amount of p r o d u c t i o n being 

produced i n any given p e r i o d , r i g h t ? 

A. No, no. 

Q. Do you know whether or not t h i s was condensate 

pr o d u c t i o n i n a s s o c i a t i o n w i t h the gas w e l l or whether i t 

was o i l production? 

A. I assumed i t was o i l production. 

Q. Simply because of how i t was reported? 

A. Right. 

Q. A l l r i g h t . So we've got the s t a r t i n g p o i n t f o r 

the 14 00. How do I f i n d the p o i n t i n time t h a t you have 

picked the 1176 number? 

A. The 1176 would be one year from t h e r e , so i t 

would be January, 2 001. 

Q. A l l r i g h t . And based upon t h a t methodology, 

then, you are f o r e c a s t i n g a s t r a i g h t - l i n e d e c l i n e a t 16 

percent a year? 

A. Yes, s i r . 

Q. For the l i f e of the well? 

A. Yes, s i r . 

Q. A l l r i g h t . And when I look a t the v o l u m e t r i c 

c a l c u l a t i o n , then, we've got some d i f f e r e n c e s . 

A. Yes, s i r . 

Q. Mr. Travis used the 3 0 f e e t of net pay i n the 

r e s e r v o i r t h a t Mr. Von Rhee gave him based upon c a r e f u l , 
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d e t a i l e d l o g an a l y s i s of the Sapient w e l l ? 

A. Yes, s i r . 

Q. And you're using 21 feet? 

A. Yes, s i r . 

Q. Did you independently look a t the l o g of the 

Sapient w e l l and decide f o r y o u r s e l f e x a c t l y how t o value 

the dolomite and the limestone and p i c k the net thickness? 

A. I got w i t h Mr. Denny --

Q. Mr. Denny d i d i t ? 

A. — and we looked a t i t together and discussed, 

and we thought t h a t t h a t was the ap p r o p r i a t e net pay. 

Q. What's your background and experience i n p i c k i n g 

out those values on a log? I s t h a t something you do? 

A. Yes, I've done i t before. I've been out i n the 

f i e l d and we see something t h a t hasn't been a n t i c i p a t e d , 

and i f I b e l i e v e t h a t I -- you know, i t ' s the c o r r e c t t h i n g 

t o shoot, I ' l l c a l l the shots on i t , and w e ' l l shoot i t . 

I t ' s hard f o r me t o b e l i e v e t h a t you would -- Why 

wouldn't you shoot the whole 2 0 — or 3 0 f e e t ? I mean, 

t h a t i s unusual p r a c t i c e , as f a r as I'm concerned. 

Q. Well, my education i s i n English l i t e r a t u r e , I 

can't t e l l you, Mr. Lovato. But I can t e l l you t h i s : I 

have seen numerous instances where the operator w i l l have a 

pay i n t e r v a l t h a t f a r exceeds the a c t u a l p e r f o r a t i o n s i n 

the w e l l b o r e . Can you t h i n k of reasons why t h a t might 
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work? 

A. Yes, I guess I could t h i n k of reasons, but i n 

t h i s circumstance i t ' s a l l r i g h t i n one package. Why 

wouldn't you shoot a l l 3 0 f e e t of i t , i n s t e a d of j u s t 

shooting 21 f e e t of i t ? I guess t h a t ' s the p a r t t h a t I 

don't understand. 

Q. How about a f r a c t u r e treatment? That would 

communicate a l l the pay, wouldn't i t ? 

A. That's t o extend the f r a c t u r e throughout the pay 

i n t e r v a l t h a t you've chosen, yes. 

Q. Are you going t o t e l l me the f r a c t u r e w i l l stay 

confined i n a h o r i z o n t a l extent t o the l e v e l of the 

p e r f o r a t i o n and not move upward or downward? 

A. P r e f e r e n t i a l l y , i t w i l l move upward. And 

according t o t h i s , according t o Sapient, t h e y ' r e saying 

t h a t t h e i r -- unless I misunderstood, they're saying t h a t 

t h e i r pay was down below. 

Q. Well, my p o i n t i s , you and Mr. Denny are 

s e l e c t i n g pay based upon the p e r f s , and you get 21 feet ? 

A. Yeah. 

Q. And you've excluded the o p p o r t u n i t y t o suggest 

t h a t the pay could be t h i c k e r , r i g h t ? 

A. According t o our experience, yes. 

MR. KELLAHIN: A l l r i g h t . No f u r t h e r questions. 

Thank you, Mr. Stogner. 
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EXAMINER STOGNER: Thank you. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. So I can understand E x h i b i t Number 4, you've 

showed the produced volume rad i u s , and the hi g h e s t you show 

r i g h t now i s 342. That's a f t e r going down the road, a t 

l e a s t , r i g h t ? I s t h a t correct? 

A. What I was t r y i n g t o show on t h i s was j u s t a 

d i f f e r e n t scenario. Like I said, I r e a l l y d i d n ' t have a 

good handle as t o what the i n i t i a l r e s e r v o i r pressure i s , 

and t h a t i s a b i g f a c t o r i n t h i s c a l c u l a t i o n . 

I gathered the i n f o r m a t i o n t h a t I could o f f of 

the G.C. Matthews 6, p e r f o r a t i o n s , f l u i d l e v e l s a f t e r the 

f r a c when we t r i e d t o clean i t up, and I came up w i t h a 

best-guess estimate t h a t i t would be around 2800 pounds. 

But I s t i l l went ahead and I ran out these other d i f f e r e n t 

scenarios, j u s t t o see what t h a t radius would come out t o 

be i f t h a t w e l l had a d i f f e r e n t i n i t i a l — or a lower 

i n i t i a l pressure. 

Q. So what i s the — W i l l t h i s w e l l produce 160 

acres? 

A. I beli e v e i t w i l l i f the d e c l i n e a n a l y s i s from 

a l l t h r e e engineers have put i t around 2.3, 2.5, j u s t o f f 

the d e c l i n e a n a l y s i s , so — using the 10-percent p o r o s i t y 

and the i n t e r s t i t i a l water s a t u r a t i o n and net f o o t of pay, 
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I b e l i e v e i t w i l l come up w i t h 160 acres, because 160 acres 

a t 2400 pounds came out t o 2.0 BCF. So I b e l i e v e i t would. 

Q. Okay, w i l l the Chevron w e l l up t h e r e i n Section 6 

— do you expect t h a t t o produce 160 acres r a d i u s or, you 

know, have the e f f e c t of 160-acre spacing? 

A. Well, we would have gone through the same 

an a l y s i s t o be able t o c a l c u l a t e t h a t . I b e l i e v e Mr. 

Trautman on t h i s economic ana l y s i s had i t a t 1 — top end 

of around 1 BCF. I t h i n k t h a t ' s — 

Q. Okay, but what happens when t h a t w e l l s t a r t s 

producing, since you show the w e l l up t o the n o r t h e r n p a r t 

of t h a t 160-acre u n i t t o be t i g h t ? So i t ' s not going t o 

d r a i n t h a t , because t h a t ' s too t i g h t . So you already have 

some s o r t of a pressure d i f f e r e n t i a l down t o the south of 

you because of t h i s Bertha — or t h i s Sapient w e l l . 

So r e a l i s t i c a l l y , what k i n d of drainage w i l l your 

Chevron w e l l make? 

A. I n the G.C. Matthews Number 6, I — I n 

pr e p a r a t i o n f o r the G.C. Matthews Number 12, we were 

a n t i c i p a t i n g d r i l l i n g t h a t one, so I was going t o look a t 

the f r a c on i t t o see i f there was anything t h a t I could 

come up w i t h t h a t might — you know, t h a t might p o i n t us i n 

d i r e c t i o n s t o what went wrong w i t h t h a t w e l l . 

Both of those jobs on the — f r a c jobs on the 

G.C. Matthews Number 6 and the Bertha Barber Number 12 were 
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done by BJ, and they were i d e n t i c a l . We c a l c u l a t e d average 

p o r o s i t y was b a s i c a l l y the same, depth was the same, 

ev e r y t h i n g was the same. They had good luck on t h e i r s ; we 

d i d n ' t have any good luck on ours. 

I'm not saying -- You know, we keep r e f e r r i n g t o 

t h a t t h e r e could have been some t i g h t pay up t h e r e . Well, 

a f t e r reviewing the f r a c s o f f of both of those w e l l s , I'm 

not 100-percent t h a t i t was j u s t t i g h t . For some reason, 

the G.C. Matthews 6 locked up r i g h t i n the beginning, and 

i t j u s t d i d n ' t make any sense. 

So I'm j u s t — I p e r s o n a l l y , w i t h the l i t t l e 

experience t h a t I have there, I'm j u s t not 100-percent sure 

t h a t t h a t area up there i s t i g h t . I b e l i e v e my — The 

method t h a t I backed out the 2800 pounds came out close t o 

what everybody else has, so the pressure i s t h e r e . But, 

you know, i s the p o r o s i t y and the p e r m e a b i l i t y there? I 

don't know. 

Q. Well, i s there any plans on going back i n t o t h a t 

w e l l t h a t i s too t i g h t or t h a t was determined t o be too 

t i g h t , t o open i t up f o r Tubb production? 

A. Well, we were going t o a t t a c k t h i s one step a t a 

time. We were hoping, you know, t o get some — i f t h i s 

hearing was going t o resolve the 160-acre spacing, then we 

wouldn't have t h a t o p p o r t u n i t y t o go back and do anything 

on i t . We would have t o be content w i t h what we got out of 
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the 12. 

Q. Now, i t ' s my understanding from Mr. K e l l a h i n ' s 

cross-examination t h a t you don't know i f t h i s i s a gas cap 

or not? 

A. Well, from the study t h a t Conoco has presented 

and from the i n f o r m a t i o n t h a t our g e o l o g i s t has given t o 

us, we be l i e v e t h a t i t ' s a gas cap. 

Q. Okay, so were you going -- So having t h r e e w e l l s 

up i n the gas cap producing a l l i t could, wouldn't t h a t 

a f f e c t t h a t o i l somehow? 

A. Yes, s i r . 

Q. Would i t adversely a f f e c t i t or do good f o r i t ? 

A. I t would adversely a f f e c t i t . 

Q. Wow. But you t h i n k 160 acres i s adequate 

spacing — 

A. Yes, s i r . 

Q. -- f o r gas? 

A. Yes, s i r . 

Q. Should t h a t gas production be c o n t r o l l e d t o 

p r o t e c t the o i l underneath, or v i c e versa? 

A. I don't have enough experience t o be able t o make 

t h a t c a l l . 

EXAMINER STOGNER: I have no other questions of 

t h i s witness. 

Anything f u r t h e r , Mr. Carr? 
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MR. CARR: Nothing f u r t h e r , Mr. Stogner. 

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

anything f u r t h e r ? 

MR. KELLAHIN: No, Mr. Examiner. 

EXAMINER STOGNER: Okay, so I b e l i e v e we're ready 

t o close a t t h i s p o i n t . Bear i n mind, I'm going t o have 

the f i n a l word. 

Mr. Carr? 

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

before you as the operator of the w e l l t h a t i s i n a 

nonstandard u n i t , a w e l l a t an unorthodox l o c a t i o n . And 

whether i t was the f a u l t of t h e i r predecessor or something 

s l i p p e d d u r i n g the due d i l i g e n c e , we come before you. They 

have a problem. There has not been proper approval 

obtained i n t h i s D i v i s i o n f o r e i t h e r the nonstandard u n i t 

or the unorthodox w e l l l o c a t i o n . 

And when we look a t the record, we can stand here 

and p o i n t f i n g e r s a t who should have done what and how t h i s 

might have played out d i f f e r e n t l y , but today we stand here 

before you w i t h a w e l l w i t h two necessary approvals not 

th e r e . And I'm sure when Mr. K e l l a h i n closes h e ' l l p o i n t 

out a l l kinds of d i f f e r e n t t h i n g s Chevron and Conoco might 

have done, and I'm sure we could have. And we could s i t 

here and p o i n t out a l l kinds of t h i n g s t h a t Sapient might 

have done and should have done. But the bottom l i n e i s , 
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we've got a problem. 

And the problem i s not j u s t t h a t the nonstandard 

u n i t hasn't been approved and the l o c a t i o n hasn't been 

approved. The problem also i s t h a t w i t h a l l the evidence 

presented here today, every g e o l o g i c a l i n t e r p r e t a t i o n and 

every engineering witness shows t h a t the Bertha Barber 

Number 12 w e l l would d r a i n not only acreage i n the east 

h a l f , east of 7, but also would d r a i n reserves i n the west 

h a l f of the northeast of 7. 

And i f a standard spacing u n i t was created -- and 

Sapient could do t h a t today — then we'd have a standard 

spacing u n i t , no o b j e c t i o n t o a w e l l l o c a t i o n , and as t o 

the narrow problem t h a t ' s presented w i t h i n the context of 

the A p p l i c a t i o n t h a t ' s before you, the matter could be 

addressed. 

But i t poses a second-tier problem f o r Sapient. 

We suggest they would have t o , i f they form a standard 

u n i t , share the production from t h a t w e l l w i t h the i n t e r e s t 

owners i n the west h a l f of the northeast of 7, and they, 

f o r obvious reasons, don't want t o do t h a t . 

The problem on the f l i p side f o r us i s , we are 

those other owners, and we b e l i e v e t h a t we are the owners 

of the acreage and the reserves t h a t u l t i m a t e l y w i l l be 

drained by t h i s w e l l , and t h e r e f o r e we have a r i g h t and 

should be included i n the standard u n i t . And t o avoid 
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sharing the production, Sapient seeks approval of 

nonstandard spacing u n i t s and 8 0-acre spacing. 

The nonstandard spacing u n i t s are a c t u a l l y 

l u d i c r o u s i f you compare them t o the r e a l data on the 

r e s e r v o i r . The w e l l , the Bertha Barber 12, i s not, 330 o f f 

the n o r t h l i n e of Section 6, going t o d r a i n the east h a l f 

of the east h a l f , whether or not i t ' s p r o d u c t i v e . And we 

submit t h a t the best i n f o r m a t i o n shows t h a t the southern 

p o r t i o n of t h a t spacing u n i t i s not p r o d u c t i v e , i s not 

c o n t r i b u t i n g but, i n f a c t , acreage owned by Chevron and 

Conoco i s . 

The other a l t e r n a t i v e , t o go t o 80-acre spacing, 

l i k e w i s e simply doesn't match the evidence here today. The 

w e l l s d r a i n s u b s t a n t i a l l y more than 80 acres. You s t a r t 

packing them i n t o t h i s r e s e r v o i r , you s t a r t having w e l l s 

competing f o r the reserves, and you're going t o be d r i l l i n g 

f a r more w e l l s than are a c t u a l l y necessary t o develop the 

acreage. 

And so the problem i s , as we see i t , t h a t t h e r e 

i s a w e l l , i t has not been p e r m i t t e d , the l o c a t i o n has not 

been approved. There i s a w e l l , and i t ' s on a spacing u n i t 

t h a t doesn't make any sense. And i f we could get back t o 

the r u l e s as close as possible on spacing, spacing would 

f o l l o w drainage, and the u n i t should be the northeast 

q u a r t e r of Section 7, and we should share. 
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We've been t r y i n g t o compete w i t h a w e l l t o the 

no r t h . You've heard today the time frame t h a t l e d t o the 

A p p l i c a t i o n which you today have stayed and which we w i l l 

q u i c k l y address. 

But I would p o i n t out t h a t w h i l e we stand before 

you i n an a p p l i c a t i o n s t a t e , we are i n a p o s i t i o n where we 

are not now before you w i t h a w e l l permit t h a t ' s been 

p r o p e r l y approved. We've got a problem. And our w e l l i s 

shut i n . And I would suggest t h a t Sapient i s standing 

before you w i t h a w e l l t h a t hasn't obtained proper 

approvals, and u n t i l t h i s matter i s sorted out they should 

also be shut i n . 

We bel i e v e the way t o resolve t h i s matter i s t o 

deny the A p p l i c a t i o n s , a l l of them, as t o the spacing, as 

t o the nonstandard spacing u n i t s , shut i n the Sapient w e l l 

u n t i l they form a standard u n i t , and approve t h e i r w e l l 

l o c a t i o n . 

I n the meantime, Chevron w i l l go forward, s o r t 

out the concerns t h a t have come up today about t h e i r 

A p p l i c a t i o n , we w i l l s o r t t h a t out, and we w i l l get on w i t h 

developing the acreage t o the no r t h . We b e l i e v e t h i s i s 

the only way t h a t instead of l e t t i n g the d e c i s i o n s here be 

governed by ownership or who might have not known t h i s r u l e 

or not understood t h i s , but t o get back t o what's happening 

i n the r e s e r v o i r and t o how t o prevent waste and p r o t e c t 
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c o r r e l a t i v e r i g h t s , we believe t h a t i s the remedy t h a t 

should be adopted by the D i v i s i o n . 

Thank you. 

EXAMINER STOGNER: Mr. Kell a h i n ? 

MR. KELLAHIN: Mr. Stogner, I have appeared 

before t h i s agency and t h i s D i v i s i o n f o r 29 years now, and 

when I f i r s t s t a r t e d doing t h i s , I was taught by my dad and 

by Dan Nutter and others of experience and knowledge t h a t 

the O i l Conservation D i v i s i o n d i d not have t o be a 

policeman, t h a t the i n d u s t r y had capable, c o n s c i e n t i o u s , 

knowledgeable people t h a t not only knew r e s e r v o i r 

engineering, t h a t not only knew geology, they knew the 

r u l e s . 

And w i t h t h a t expectation, t h a t the i n d u s t r y was 

s e l f - p o l i c i n g , I p r a c t i c e d before you f o r more than two 

decades before I ever came across an example of t h i s k i n d 

of s i t u a t i o n . We were s e l f - p o l i c i n g each other, we would 

f i n d each other's mistakes, we would c a l l each other, we 

get them solved, we would n o t i f y the D i v i s i o n when they 

found mistakes or d i d not f i n d mistakes, and these problems 

simply d i d n ' t occur, because we had knowledgeable people 

doing important work. 

I f i n d i t a s t o n i s h i n g t h a t the major operators i n 

the Monument area, who have been there f o r decades, the 

Chevrons and the Conocos and the Marathons, t h i n k they have 
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an o i l pool w i t h a gas cap. 

Can you imagine the r e s p o n s i b i l i t y of those 

i n d i v i d u a l s and companies f o r not coming forward t o you 

back i n September of 1999 or c a l l i n g Cross Timbers and 

saying, What i n the world are you doing w i t h a gas-cap w e l l 

i n my o i l pool? Do you f o r a minute b e l i e v e what we have 

seen here t h i s morning? 

This i s the f i r s t time I have heard e i t h e r 

Chevron or Conoco r a i s e the contention t h a t t h i s Tubb gas 

w e l l i s i n an o i l pool. I t ' s absolute nonsense. You can 

look at the e x h i b i t s , but look a t your experience. Can you 

imagine Marathon not whining, complaining, f i l i n g something 

i f they thought t h e i r o i l production was jeopardized? Can 

you imagine Chevron w i t h knowledge of the discovery, w i t h i n 

days of i t being completed, t h a t they don't take action? 

Come on, give me a break. 

And what are they supposed t o do? They're 

supposed t o compete. I s n ' t there anyone i n t h a t 

o r g a n i z a t i o n t h a t knows t h i s o i l w e l l , when i t ' s now i n the 

Tubb, should be 660 back from the side boundaries? Can't 

they make a phone c a l l and f i g u r e t h a t out? They had an 

o p p o r t u n i t y t o f i g u r e t h a t out? They had an o p p o r t u n i t y t o 

f i x t h i s mistake, and they chose not t o do so f o r whatever 

reason. 

And 18 months have now gone by, and Mr. Carr on 
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behalf of h i s c l i e n t s now want t h i s w e l l shut i n . Well, 

shame on them. 

This cannot p o s s i b l y be a gas cap. You don't 

have t o look a t the data t o recognize t h a t i t ' s not. The 

i n f o r m a t i o n w i l l show you, i f you care t o look, t h a t the 

Tubb gas w e l l i s a gas w e l l producing condensate. I t ' s a 

d i f f e r e n t c r i t t e r , i t ' s a d i f f e r e n t animal. 

Aren't you disappointed when you see a 

p r e s e n t a t i o n t h a t f a i l s t o give you an isopach t o show you 

the d i s t r i b u t i o n , and a l l you get i s a couple of s t r u c t u r e 

maps from Chevron and Conoco, implying t h a t t h e r e ' s a gas 

cap and an e q u i t y e stablished between the southeast q u a r t e r 

of 6 and the northeast of 7? And yet they pretend not. t o 

know the s i g n i f i c a n c e of the Matthews Number 6 w e l l . 

And where's Mr. Trautman? He's the r e s e r v o i r 

engineer f o r Chevron, the experienced man i n the loop, who 

w r i t e s you and t e l l s you the Number 6 w e l l f a i l e d because 

the Tubb i s too t i g h t . And where was he back i n September 

of the year 1999 when he had a chance t o r e - e n t e r and use 

the Number 12 w e l l and compete w i t h the Cross Timbers well? 

They knew about i t , they chose not t o compete, they had the 

o p p o r t u n i t y . 

And what's the f i x ? I have agonized f o r months 

over what do we do. That agony has not precluded, however, 

Chevron from going t o hearing on the o b j e c t i o n . The 
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o b j e c t i o n was f i l e d i n October, t h e r e was a b s o l u t e l y 

n o t h i n g beyond Chevron's c o n t r o l t h a t p r e c l u d e d t h a t case 

f r o m g o i n g t o h e a r i n g i n November, December o r January. 

They c o u l d have p u t i t on any o f t h o s e Examiner d o c k e t s and 

c o u l d have b r o u g h t t h a t t o you f a r sooner t h a n t h i s . Don't 

p u n i s h me o r S a p i e n t because t h e y d i d n ' t do what t h e y c o u l d 

do, even over t h e o b j e c t i o n . 

So what do we do? We a r e now i n a new w o r l d 

where no one has an e x p e r t t h a t can r e a d t h e book and 

f i g u r e o u t what t o do. Sap i e n t i s her e b e f o r e you as a 

n o v i c e i n New Mexico. I t ' s u n f o r t u n a t e t h a t t h e y a c q u i r e d 

t h i s problem. But Chevron d i d n ' t b r i n g i t t o y o u r 

a t t e n t i o n , Conoco d i d n ' t b r i n g i t t o yo u r a t t e n t i o n . I 

b r o u g h t i t t o your a t t e n t i o n a t t h e t i m e you were r e v i e w i n g 

t h i s , and you and I b o t h know i t was a problem. And I 

i m m e d i a t e l y t o o k a c t i o n t o g e t t h i s r e s o l v e d . 

So what's t h e f i x ? 

The f i x i s , I t h i n k , we j u s t m e m o r i a l i z e t h e 

problem, l e a v e t h e e q u i t i e s e s t a b l i s h e d , c o n t i n u e w i t h t h e 

a p p r o v a l s , approve t h e unorthodox l o c a t i o n , c r e a t e a 

no n s t a n d a r d p r o r a t i o n u n i t f o r t h e e a s t h a l f , e a s t h a l f , 

and l e t Chevron and Conoco go o u t and compete. And we're 

t a l k i n g about competing a t a minor l e v e l when t h e c o s t o f 

t h e c o m p e t i t i o n i s a w e l l t h a t i s e s t i m a t e d t o c o s t 

$350,000. 
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I n r e t u r n , there's the o p p o r t u n i t y f o r Chevron 

and Conoco t o share a BCF of gas. Mr. T r a v i s t e s t i f i e s i t 

w i l l be unique reserves, and he t e s t i f i e s t o something 

t h a t ' s c r i t i c a l l y important f o r your d e c i s i o n . Based upon 

c a r e f u l l o g an a l y s i s and h i s engineering c a l c u l a t i o n , they 

have c a r e f u l l y d e t a i l e d t o you what he has c a l c u l a t e d t o be 

the area a f f e c t e d by the w e l l . And based upon h i s 

judgment, i t ' s somewhere between 103 and 107 acres. 

I s not t h a t the s o l u t i o n ? Don't we create an 80-

acre gas pool of a defined, l i m i t e d e x t e n t , and l e t each of 

the p a r t i e s go out and p a r t i c i p a t e on t h a t basis? 

And look how f a i r i t i s t o Chevron. They have 

already condemned t w o - t h i r d s of t h e i r spacing u n i t . 

There's only 4 0 productive acreage i n the southeast 

q u a r t e r . Let them have t h a t Number 12 w e l l and l e t them go 

compete. 

And what do we do about the west h a l f of the 

northeast quarter? That's a l o g i c a l spacing u n i t . Chevron 

and Conoco are b i g boys, they can go d r i l l a w e l l i n what 

we t h i n k i s a t h i n n i n g p o r t i o n of the r e s e r v o i r t h a t i s 

s u b s t a n t i a l l y undervalued i n terms of what Sapient has 

acquired, and l e t them go compete. 

But no, t h a t ' s not what they want t o do. What 

they want you t o do i s , they want you t o take hundreds of 

thousands of d o l l a r s from Sapient and r e d i s t r i b u t e i t t o 
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Conoco and the i n t e r e s t owners i n the west h a l f of the east 

h a l f . And there's simply no recourse f o r Sapient except t o 

do t h a t i f you t e l l us we must. 

We t h i n k i t ' s i n e q u i t a b l e , we f i n d i t i n c r e d i b l y 

d i s a p p o i n t i n g t h a t t h i s problem occurred. With a l l due 

respect t o Mr. Kautz, I have great admiration f o r h i s 

d e d i c a t i o n t o the O i l Conservation D i v i s i o n . He seldom, i f 

ever, ever, overlooks such an obvious issue, and I'm j u s t 

s o r r y he d i d n ' t catch i t . 

Thank you. 

EXAMINER STOGNER: I want t h i s t o be a lesson t o 

everybody, what you don't know w i l l h u r t you. Chevron i s 

going t o see, and w i l l see, i n the Jalmat and the Eumont — 

I guarantee t h a t — and Conoco. 

The three companies today, any f u t u r e 

a d m i n i s t r a t i v e a p p l i c a t i o n s you f i l e , i f t h e y ' r e r e t u r n e d 

t o you as incomplete, don't c a l l me and ask me what i t i s . 

You f i g u r e i t out. 

I've spent I don't know how many hours on 

a p p l i c a t i o n s t h a t each one of you have f i l e d — I should 

say Cross Timbers i n t h i s instance. But Sapient, take my 

word f o r i t . I f you get something back t h a t says 

"incomplete", there's only one word on i t , don't c a l l me 

and ask me what i t i s . Don't waste my time. You are 

supposed t o know. 
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Continental O i l Company, Gulf Petroleum, set 

these r u l e s and r e g u l a t i o n s up as the Lea County Operators' 

Committee back i n the 1920s and 1930s. Not me, not a bunch 

of government employees, but the companies got t o g e t h e r . 

And they d i d n ' t want t o know — they d i d n ' t want t o see 

what happened working at Texas or i n Oklahoma happen here 

i n New Mexico. 

Mr. K e l l a h i n i s r i g h t , when I f i r s t s t a r t e d , I 

learned from the i n d u s t r y people. They taught me. And the 

reason I asked you about when you got t o Socorro, a man by 

the name of Wayne Taylor, who worked f o r the Kansas 

Corporation Commission, gave me the i n s i g h t about t h a t t h i s 

k i n d of government i n t e r v e n t i o n i s needed and i s d e f i n i t e l y 

warranted out th e r e . 

And today, t h a t proves i t . That was the reason I 

asked you. And he worked i n the time i n the i n d u s t r y when 

people knew what was going on. 

I w i l l put an expedite on t h i s , but I don't want 

Conoco, Chevron c a l l i n g me at l e a s t f o r a month on any 

pending a p p l i c a t i o n s -- I've got one on my desk f o r Conoco 

I'm f i x i n g t o get out today -- because Kay, who should have 

been here, who you should l i s t e n t o f i r s t , knows what she's 

t a l k i n g about. 

I f you'd l i k e , Mr. Carr and Mr. K e l l a h i n , you can 

giv e me a rough d r a f t order as soon as p o s s i b l e . 
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W i t h t h a t , I don't see a n y t h i n g f u r t h e r i n t h i s 

m a t t e r , o t h e r t h a n t a k i n g i t under advisement a t t h i s t i m e . 

So Cases 12,587 and 12,605 w i l l be t a k e n under advisement, 

and t h i s h e a r i n g i s a d j o u r n e d t o d a y . 

(Thereupon, t h e s e p r o c e e d i n g s were c o n c l u d e d a t 

3:45 p.m.) 

* * * 
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