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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION DIVISION FOR THE 
PURPOSE OF CONSIDERING: 

APPLICATION OF OXY USA WTP LIMITED 
PARTNERSHIP FOR COMPULSORY POOLING, 
EDDY COUNTY, NEW MEXICO 

CASE NO. 1 2 , 6 3 1 

ORIGINAL 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

CD 

A p r i l 5 th, 2001 

Santa Fe, New Mexico <-o 

This matter came on f o r hearing before the New 
cn ^ 
— i :i 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, A p r i l 5 th, 2001, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

12 2 0 South Saint Francis Drive, Room 102, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r t he State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:37 a.m.: 

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

12,631, the A p p l i c a t i o n of OXY USA WTP L i m i t e d 

P a r t n e r s h i p — I assume f o r compulsory p o o l i n g , Eddy 

County, New Mexico. 

C a l l f o r appearances i n t h i s case. 

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

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

on behalf of the App l i c a n t , and I have two witnesses t o be 

sworn. 

EXAMINER CATANACH: Okay, any a d d i t i o n a l 

appearances? 

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

in? 

(Thereupon, the witnesses were sworn.) 

DOUGLAS W. HURLBUT, 

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. H u r l b u t , f o r t h e r e c o r d , s i r , would you 

please s t a t e your name and occupation? 

A. Douglas W. Hurlbut, I'm a petroleum landman. 

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

STEVEN T. BRENNER, CCR 
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A. I n Midland, Texas. 

Q. What i s your c u r r e n t r e l a t i o n s h i p w i t h OXY USA? 

A. I'm under c o n t r a c t w i t h OXY. I'm an independent 

petroleum landman under c o n t r a c t w i t h OXY. 

Q. As p a r t of your c o n t r a c t r e s p o n s i b i l i t i e s w i t h 

OXY, have you assumed r e s p o n s i b i l i t i e s f o r the 

c o n s o l i d a t i o n of the various i n t e r e s t s f o r what we've 

c a l l e d the OXY Limousine Federal Com Well Number 1? 

A. Yes, s i r . 

Q. You're f a m i l i a r w i t h the land ownership 

arrangements i n the west h a l f of the section? 

A. Yes, I am. 

Q. And you've assumed r e s p o n s i b i l i t y f o r determining 

i f t h e r e are any a d d i t i o n a l people f o r which you can ob t a i n 

v o l u n t a r y agreement? 

A. Yes, I have. 

Q. And a t t h i s p o i n t i n time are t h e r e p a r t i e s or 

i n d i v i d u a l s t h a t you have not been able t o reach a 

v o l u n t a r y agreement with? 

A. Yes, there are. 

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

petroleum landman. 

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

Q. (By Mr. Ke l l a h i n ) Mr. Hurlbut, l e t ' s take a 

moment and show Examiner Catanach what's i n v o l v e d i n t h i s 
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p a r t i c u l a r case. I f y o u ' l l take a moment and look a t the 

f i r s t page of E x h i b i t 1, i d e n t i f y f o r us the spacing u n i t 

t h a t you're proposing t o have pooled. 

A. I t ' s the west h a l f of Section 15, Township 2 0 

South, Range 2 5 East, Eddy County, New Mexico. 

Q. Let's t u r n t o the second page, which simply 

d u p l i c a t e s the f i r s t p l a t but then subdivides the spacing 

u n i t . 

A. Correct. 

Q. Describe f o r the record how you've numbered the 

t r a c t s and how you have subdivided the west h a l f of the 

s e c t i o n . 

A. We subdivided t h i s p r o r a t i o n u n i t , being the west 

h a l f of 15, i n t o the four t r a c t s , and we d i d t h i s i n 

compliance w i t h our t i t l e examination we had done by the 

lawyer. Tract 1 i s a f e d e r a l lease t h a t we own, Tract 2 i s 

a f e d e r a l lease t h a t we own, Tract 3 and Tract 4 are fee 

t r a c t s where we have the unleased mineral i n t e r e s t s . 

Q. So y o u ' l l need t o pool c e r t a i n owners w i t h i n the 

southwest q u a r t e r of Section 15 t o form the spacing u n i t i n 

the west h a l f of the section? 

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

Q. Let's t u r n t o E x h i b i t Number 2, which i s my 

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

p o o l i n g and have you t u r n t o E x h i b i t A, which i s a two-page 
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e x h i b i t . Do you see that ? 

A. Yes, s i r . 

Q. At the time t h i s case was f i l e d and the n o t i c e 

sent, d i d t h i s represent the remaining i n t e r e s t owners i n 

the southwest quarter of the s e c t i o n — 

A. Yes, s i r . 

Q. — w i t h whom you had not received a v o l u n t a r y 

agreement? 

A. Correct. 

Q. As of t h i s morning, are the r e c e r t a i n companies 

or i n d i v i d u a l s whom we may now de l e t e from t h i s l i s t ? 

A. Yes, we can. We can de l e t e Harvey E. Yates 

Company. They d i d n ' t have a mineral i n t e r e s t , they had a 

leasehold i n t e r e s t , and so we've already made arrangements 

w i t h them so we can delete them from t h i s a c t i o n . 

About the f o u r t h one down i s Robin H a l l , we d i d 

get an o i l and gas lease from her. 

And next t o the bottom i s — second from the 

bottom i s Nearburg Petroleum Partnership, and we also got 

an o i l and gas lease from them. 

But we have not been able t o o b t a i n any o i l and 

gas leases or any agreements from the r e s t of the p a r t i e s 

l i s t e d . 

Q. On both pages of E x h i b i t A? 

A. Right, page one and page two. 

STEVEN T. BRENNER, CCR 
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Q. To the best of your knowledge, do the addresses 

l i s t e d on t h i s attachment t o the n o t i f i c a t i o n represent our 

best e f f o r t t o o b t a i n c u r r e n t and accurate addresses? 

A. Yes, s i r , they do. 

Q. Let's t u r n past E x h i b i t Number 2 and look a t 

E x h i b i t Number 3. This package of documents represents 

what, Mr. Hurlbut? 

A. Well, t h i s was a l e t t e r t h a t I sent out a t t h a t 

p o i n t when we thought we'd have ev e r y t h i n g leased up — I 

mean — and we had these p a r t i e s we had not leased, and I 

thought, w e l l , w e ' l l go ahead and send them an AFE t o see 

i f they e l e c t t o p a r t i c i p a t e i n the w e l l . And of a l l those 

p a r t i e s , my attachment there — of course, there's a l i s t 

o f people who we sent i t t o c e r t i f i e d . 

Q. A l l r i g h t , i f we t u r n past the cover sheet then 

we can see your n o t i c e l i s t ? 

A. Right. 

Q. And there's a handwritten n o t a t i o n associated 

w i t h the names. What does t h a t i n d i c a t e ? 

A. Well, the f i r s t grouping there on t h a t page one, 

those are the working i n t e r e s t owners. They signed the 

AFE, they also signed the green card, c e r t i f i e d green card, 

which I had go t t e n back t o them. 

Then some other n o t a t i o n s I've n o t i c e d — 

Nearburg down a t the bottom, they signed by green card, but 

STEVEN T. BRENNER, CCR 
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they went ahead and leased. 

And then down a t the bottom t h i s Bryon Mann, I 

had — and t h e r e are several of those. My c e r t i f i e d 

l e t t e r s were returned. You know, they were not picked up, 

and so they were sent back t o me. And some of them I got 

back the green cards t h a t were signed, but these people 

d i d n ' t contact us, so... 

Q. At t h i s p o i n t do you b e l i e v e you've exhausted 

good f a i t h e f f o r t s t o propose the w e l l and spacing u n i t t o 

the i n t e r e s t owners t h a t have not y e t committed? 

A. Right, I b e l i e v e so. 

Q. Let's t u r n past t h a t t a b u l a t i o n — 

A. Okay. 

Q. — and I f i n d an AFE. 

A. Correct. 

Q. This AFE i s dated November 1st of l a s t year? 

A. Correct. 

Q. Did you send a copy of t h i s AFE w i t h the January 

15th l e t t e r t o the people on the n o t i c e l i s t ? 

A. Yes, I d i d . 

Q. At t h a t p o i n t i n time was t h i s an accurate AFE? 

A. I t was a t t h a t time. 

Q. And since then i t ' s been increased and modified 

due t o e s c a l a t i o n of costs? 

A. Correct. 

STEVEN T. BRENNER, CCR 
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Q. Let's t u r n past the AFE, and there's another 

l e t t e r dated January 15th of t h i s year. What does t h i s 

represent? 

A. Well, t h i s was a — Sheldon Smith i s a petroleum 

landman i n Midland who was h e l p i n g us put these t r a c t s 

t o g e t h e r , and he d i d most of the contacts, t a l k i n g t o 

people you know, i n t e r v i e w i n g the f a m i l y members, whatever, 

t r y i n g t o a s c e r t a i n addresses of people and t o — he even 

checked on the I n t e r n e t , and he even checked probate 

records i n Eddy County. And so t h a t ' s b a s i c a l l y what t h a t 

i s . 

I asked him j u s t t o send me a t a b u l a t i o n of what 

he had done or t r i e d t o do i n order t o t r y t o lease a l l the 

i n t e r e s t s up, so t h a t ' s b a s i c a l l y what t h a t i s . 

Q. A f t e r the f i r s t January 15th l e t t e r , t h e r e i s a 

second January 15th l e t t e r . What does t h a t represent? 

A. Well, t h a t represents the same t h i n g , b a s i c a l l y , 

except t h a t one represents the 40-acre t r a c t , and the 

previous l e t t e r represents a 120-acre t r a c t i n the 

southwest quarter of t h a t s e c t i o n . And i t , you know, shows 

the names of the p a r t i e s and t h e i r exact i n t e r e s t t h a t they 

own i n t h e r e . 

Q. My f i n a l t o p i c f o r you t o address, Mr. H u r l b u t , 

i s the issue of what, i n your o p i n i o n , i s an a p p r o p r i a t e 

overhead r a t e t o apply t o the p a r t i e s being pooled. Do you 

STEVEN T. BRENNER, CCR 
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have a recommendation on a monthly basis f o r the Examiner? 

A. Well, the $5500 d r i l l i n g w e l l r a t e and a $550 

producing w e l l r a t e . 

Q. That represents an average r a t e w i t h i n the ranges 

shown on Ernst and Young i n t h e i r c u r r e n t t a b u l a t i o n of 

overhead rates? 

A. Yes, i t does. 

Q. And you would ask the Examiner also t o apply the 

p r o v i s i o n of the p o o l i n g order t h a t allows those charges t o 

be escalated pursuant t o the COPAS b u l l e t i n ? 

A. Correct. 

MR. KELLAHIN: Mr. Examiner, t h a t concludes my 

examination of Mr. Hurlbut. We move the i n t r o d u c t i o n of 

h i s E x h i b i t s 1, 2 and 3. 

EXAMINER CATANACH: E x h i b i t s 1, 2 and 3 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Hurlbut, do you have a new AFE f o r t h i s well? 

MR. KELLAHIN: We do, and I have an engineering 

witness t h a t w i l l address t h a t , Mr. Catanach. 

EXAMINER CATANACH: Okay. At t h i s p o i n t , have 

the i n t e r e s t owners been provided a copy of the new AFE? 

MR. KELLAHIN: I don't b e l i e v e we've sent — 

We've j u s t r e v i s e d the AFE, and we have not sent i t t o 

STEVEN T. BRENNER, CCR 
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them. We w i l l do so pursuant t o the p r o v i s i o n s of the 

p o o l i n g order. 

THE WITNESS: Yeah, f o r the working i n t e r e s t 

owners and a l l p a r t i e s who are e l e c t i n g t o p a r t i c i p a t e we 

w i l l be sending out a new AFE f o r those p a r t i e s . 

Q. (By Examiner Catanach) I s i t my understanding 

t h a t Mr. Smith was the one t h a t a c t u a l l y t r i e d t o l o c a t e 

the i n t e r e s t owners t h a t he wasn't able t o f i n d ? 

A. Correct, c o r r e c t . 

Q. And the r e are several n o t a t i o n s on h i s l e t t e r t o 

you about what procedures he went through t o t r y and f i n d 

these i n t e r e s t owners? 

A. Correct. 

Q. Did you t a l k t o him about t h i s procedure or 

confer w i t h him? 

A. Oh, yeah, we've t a l k e d numerous times on the 

telephone. He even came over t o my o f f i c e numerous times 

and we t a l k e d about i t . 

Q. And can you go over b r i e f l y what he d i d t o t r y 

and f i n d these i n t e r e s t owners? 

A. Well, he checked the records t o see i f th e r e was 

any addresses i n the record he use. He d i d — I n some 

cases we were able t o f i n d some addresses. I used t o work 

a t Yates Petroleum Corporation out of A r t e s i a , and Yates 

has a p r e t t y good database of mineral owners, and I even 

STEVEN T. BRENNER, CCR 
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c a l l e d Yates and found some people i n t h a t d i r e c t i o n , and 

we were able t o lease some of those people t h a t way. 

They also had unleased people i n some of t h e i r 

t i t l e s and some of t h e i r p r o p e r t i e s , and then we looked on 

the I n t e r n e t and checked the I n t e r n e t out and even t a l k e d 

t o f a m i l y members and k i n d of exhausted a l l our search 

e f f o r t s through t h a t d i r e c t i o n , you know, t o f i n d these 

people. 

Some of these — I t h i n k what the problem i s i s , 

some of these i n t e r e s t s are so small t h a t they, you know, 

probably j u s t don't r e a l l y care about them. I know one of 

the deals w i t h one of the t r a c t s , you know, i f you look a t 

i t , i f I was paying the guy $1000 an acre, I t h i n k he'd 

only get a check f o r $10 f o r a bonus c o n s i d e r a t i o n . So i t 

represents a p r e t t y small i n t e r e s t . 

So I would imagine some of the people probably 

j u s t d i d n ' t r e a l l y care, because I know t h a t they got our 

c e r t i f i e d l e t t e r s , because we got the green cards back t h a t 

they had been d e l i v e r e d , but they j u s t never bothered t o 

contact us. And I know t h a t he had made several attempts 

t o send l e t t e r s t o them, you know, w i t h o i l and gas leases 

and a l l t h a t s t u f f . 

So I t h i n k we d i d eve r y t h i n g we could i n order t o 

get these people leased up. 

Q. What percentage of i n t e r e s t do you have 

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 

14 

con s o l i d a t e d a t t h i s point? 

A. Well, l e t ' s see here. I n t h a t T r a c t Number 3 we 

lack — which i s the — Tract Number 3 i s t h a t n o r t h h a l f , 

southwest and the southwest-southwest, t h a t 12 0-acre t r a c t . 

We do not have 13.33 3 2 percent leased. 

And on Tract Number 4, which i s the southeast 

q u a r t e r of the southwest q u a r t e r , we lack 4.7 3 39 percent of 

having t h a t leased. 

T o t a l l y we have 18.0671 acres t h a t we have not 

leased under t h a t p r o r a t i o n u n i t , and t h a t would mean t h a t 

we lack having 5.6459 percent of the u n i t leased. 

Q. So you have approximately 95 percent voluntary? 

A. Right. I t h i n k there were, you know — I t h i n k 

we've got something l i k e about 75 or 80 o i l and gas leases, 

j u s t on t h a t 320-acre t r a c t , two f e d e r a l leases and then 

the r e s t of i t are these fee owners. So i t ' s p r e t t y w e l l 

chopped up. 

Q. So you were able t o sign up the m a j o r i t y of the 

i n t e r e s t owners? 

A. Oh, sure, yeah. 

Q. So you are s a t i s f i e d t h a t you guys d i d ev e r y t h i n g 

w i t h i n reason t o f i n d these other i n t e r e s t owners? 

A. I be l i e v e so, yes, s i r . 

EXAMINER CATANACH: Okay, I have no f u r t h e r 

questions. 

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 

15 

MR. KELLAHIN: I would ask t h a t you also admit 

E x h i b i t 4. I neglected t o ask you t o intro d u c e t h a t . That 

was the f i r s t AFE. 

EXAMINER CATANACH: Okay, E x h i b i t 4 w i l l be 

admitted as evidence. 

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

Mr. Gary Womack. Mr. Womack i s a petroleum engineer w i t h 

geologic experience. 

GARY WOMACK, 

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

name and occupation? 

A. I'm Gary Womack, petroleum engineer, OXY USA. 

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

A. Midland, Texas. 

Q. On p r i o r occasions have you t e s t i f i e d before the 

Di v i s i o n ? 

A. No, I have not. 

Q. Summarize f o r us your education. When and where 

d i d you o b t a i n your degree? 

A. I have a master of science i n petroleum 

engineering w i t h a minor i n geology from Texas Tech 
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U n i v e r s i t y , 1993. 

Q. Pursuant t o your c u r r e n t employment w i t h OXY, do 

you on a r e g u l a r basis analyze cases l i k e t h i s and reach 

engineering and geologic conclusions? 

A. Yes, s i r , I do. 

Q. Are the e x h i b i t s we're about t o see prepared i n 

a s s o c i a t i o n w i t h Mr. Bob Doty? 

A. Yes, s i r , they were. 

Q. Do you and he work together on assessing where 

and how t o d r i l l w e l l s l i k e t h i s ? 

A. Yes, I do. 

Q. As p a r t of your p r e p a r a t i o n , are you aware of the 

f a c t t h a t the D i v i s i o n i s allowed t o award OXY a r i s k 

f a c t o r p e n a l t y associated w i t h t h i s p o o l i n g case? 

A. Yes, I do. 

Q. And are you aware t h a t the maximum i s 2 00 

percent? 

A. Yes. 

Q. Wi t h i n the context of t h a t r u l e , do you have an 

op i n i o n as t o the r i s k associated f o r t h i s w e l l ? 

A. Yes, I do. 

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

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

Q. (By Mr. Ke l l a h i n ) Mr. Womack, what i n your 

o p i n i o n i s the appropriate r i s k f a c t o r penalty? 
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A. Two hundred percent. 

Q. Describe f o r us the basis f o r t h a t o p i n i o n . 

A. Okay, r e f e r r i n g t o the base map, E x h i b i t 1 — 

Q. A l l r i g h t , s i r , t h i s would be the base map, the 

f i r s t one we introduced today? 

A. Yes, s i r . 

Q. Let's look a t t h a t and have you gi v e me your 

reasons. 

A. As noted on the base map, you can see the 

producing zones are denoted by the legend of the c o l o r s a t 

the bottom of the page, w i t h the orange being the Cemetery-

Morrow, which i s the primary zone and a c t u a l l y the only 

zone of any economic value i n t h i s area. 

And th e r e are only two other w e l l s on t h i s base 

map t h a t produce from any other zone, t h a t being the 

Nearburg Anderson Com Number 1 i n Section 10, which d i d 

produce b r i e f l y from the Dagger Draw East-Strawn, 

uneconomic volumes, also the Amoco Rios Siete Number 1 i n 

Section 11, which produced b r i e f l y uneconomic volumes from 

the Cemetery-Yeso. 

Q. When we look at the w e l l s on E x h i b i t 1 and those 

i n the Cemetery-Morrow, how many of these w e l l s are not 

economic i n the Morrow? I s there a number associated w i t h 

these? 

A. There's a number of associated w e l l s . R e f e r r i n g 
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t o E x h i b i t Number 5 — 

Q. A l l r i g h t , l e t ' s look at E x h i b i t Number 5. F i r s t 

of a l l , what are we l o o k i n g at here? 

A. Okay, w e ' l l be l o o k i n g a t the red numbers labeled 

— t h e y ' r e labeled red numbers which — r i g h t above the 

w e l l symbols. 

Q. A l l r i g h t , there i s a number of w e l l symbols, and 

t h e r e are c e r t a i n w e l l symbols t h a t are c i r c l e d i n red? 

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

Q. And then above the red c i r c l e i s a number i n red? 

A. Right, t h a t i s the cumulative volume produced 

from the Morrow. 

Q. What cumulative volume would be necessary, i n 

your o p i n i o n , t o make the w e l l commercial? 

A. Approximately 400. 

Q. A l l r i g h t , so i f we look through here and f i n d 

those w e l l s t h a t made less than 400,000 MCF, those would be 

less than commercial? 

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

Q. Other than the high r i s k of a commercial w e l l 

being d r i l l e d i n t h i s area, i s there any r i s k associated 

w i t h the s t r u c t u r e ? 

A. Yes, s i r , there i s . 

Q. This i s a s t r u c t u r e map, i s i t not? 

A. That's c o r r e c t . 
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Q. Describe f o r us what t h a t r i s k i s associated w i t h 

s t r u c t u r e . 

A. Okay, noted on the map i s a c r o s s - s e c t i o n denoted 

by the A-A' l i n e . Also on the map, the key w e l l , there's 

a c t u a l l y t h r e e w e l l s i n t h i s c r o s s - s e c t i o n , from l e f t t o 

r i g h t , the P h i l l i p s Royal A Number 2 i n Section 16, the 

Nearburg Anderson HE Number 1 i n Section 11, and the 

Nearburg Huber Federal Number 1 i n Section 3. 

Q. Let's i l l u s t r a t e t h a t r e l a t i o n s h i p . I f y o u ' l l 

set aside the s t r u c t u r e map f o r a moment, l e t ' s t u r n t o 

E x h i b i t 6, which i s the cross-section you've j u s t 

i d e n t i f i e d , and s t a r t i n g w i t h A' on E x h i b i t 6, describe the 

r e l a t i o n s h i p between the P h i l l i p s w e l l and the two Nearburg 

w e l l s . 

A. Okay, on the cross-section we b a s i c a l l y have 

t h r e e d i f f e r e n t markers, the top marker being the top of 

the Morrow c l a s t i c s . The second marker i s the gas-water 

contact i d e n t i f i e d i n a l l three w e l l s a t subsea 6033. The 

l a s t — the bottom marker i s the bottom of the Morrow 

producing zone. 

Q. I n reaching a conclusion or o p i n i o n about r i s k , 

what i s the s i g n i f i c a n c e of having a gas-water contact 

p r o j e c t e d through the area shown on E x h i b i t 6? 

A. Well, i t ' s very — There i s s i g n i f i c a n t r i s k 

associated w i t h the l o c a t i o n , the OXY Limousine l o c a t i o n , 
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as f a r as being below the gas-water contact. 

Q. What are you hoping f o r by a w e l l d r i l l e d i n the 

west h a l f of 15 a t t h i s p a r t i c u l a r l o c a t i o n ? 

A. We're hoping t o get a w e l l s i m i l a r i n s e c t i o n t o 

the Nearburg Huber Federal Number 1. 

Q. And when you look at the Huber Federal Number 1, 

what i s i t about t h a t w e l l t h a t makes you want t o have one 

t h a t ' s s i m i l a r ? 

A. I t ' s the thickness of the s e c t i o n and the 

s t r u c t u r a l p o s i t i o n which allows p e r f o r a t i o n of t h i s sand 

and the top p o r t i o n of the i n t e r v a l . 

Q. That p e r f o r a t i o n of the top p o r t i o n w i t h a 

t h i c k e r i n t e r v a l would allow you t o have the o p p o r t u n i t y 

Nearburg enjoyed of avoiding the water? 

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

Q. I f you're unfortunate and have a w e l l l i k e the 

P h i l l i p s w e l l , what happens t o you? 

A. The P h i l l i p s w e l l was uneconomic due t o water 

p r o d u c t i o n . They were not able t o produce the w e l l w i t h o u t 

s i g n i f i c a n t water volumes. 

Q. And t h e r e i n l i e s the r i s k ? 

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

Q. There i s no a d d i t i o n a l i n f o r m a t i o n other than 

what you've displayed t o m i t i g a t e the r i s k ? 

A. No, s i r . 
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Q. Let's t u r n t o a d i f f e r e n t t o p i c now, Mr. Womack, 

i f y o u ' l l address the costs involved i n t h i s w e l l . When 

the AFE was o r i g i n a l l y c i r c u l a t e d t o the remaining working 

i n t e r e s t owners, i t was an AFE dated i n November of l a s t 

year. Since then has OXY had t o r e v i s e i t s AFE f o r t h i s 

w e l l ? 

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

Q. I'm going t o ask you t o look a t what i s marked as 

E x h i b i t 7, and what i s t h a t , s i r ? 

A. That i s an AFE. 

Q. And i s t h i s the r e v i s e d one? 

A. Yes, i t i s . 

Q. Describe f o r us i n a summary way what were the 

reasons necessary f o r the r e v i s i o n . 

A. Esc a l a t i n g d r i l l i n g cost. 

Q. For example, what does t h a t amount t o i n general 

terms? 

A. The primary f a c t o r was the — r e f e r r i n g t o the 

second page of the AFE, which i s the d r i l l i n g d e t a i l e d w e l l 

estimate. Under the " I n t a n g i b l e " column heading, the f i r s t 

l i n e i s "Contract D r i l l i n g Labor". That i s the main f a c t o r 

h e r e . The d i f f e r e n c e i n t h e day r a t e was $6850 on t h e 

f i r s t AFE, and the second re v i s e d AFE day r a t e i s $10,500. 

Q. A l l r i g h t , there's more than $100,000 associated 

w i t h t h a t item by i t s e l f ? 
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A. Yes, s i r . 

Q. And have you reviewed the items on E x h i b i t Number 

7 on t h i s AFE? 

A. Yes, I have. 

Q. And i n your opin i o n does t h i s represent a 

reasonable and c u r r e n t f a i r estimate of the costs now t o be 

charged t o the Limousine Federal Well Number 1? 

A. Yes, they do. 

Q. Would you recommend t h a t t h i s AFE be adopted by 

the D i v i s i o n so t h a t i t may be c i r c u l a t e d pursuant t o a 

p o o l i n g order t o those i n t e r e s t owners who are not y e t 

committed t o the well? 

A. Yes, I do. 

MR. KELLAHIN: That concludes my examination of 

Mr. Womack. 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 5 

through 7. 

EXAMINER CATANACH: E x h i b i t s 5 through 7 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Womack, on your E x h i b i t Number 5, when you 

say the estimated l i m i t s of the main Morrow channel, are 

those — those aren't zero l i n e s on each of the ends, are 

they, as f a r as the sand thickness? 

A. The — To the south, the l i m i t s of the channel 
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are j u s t unknown, b a s i c a l l y due t o w e l l c o n t r o l , and t h a t ' s 

how t h a t i s denoted th e r e . 

Q. But you don't have a sand thickness on your 

channel, on your Morrow channel there? 

A. No, s i r . 

Q. What you're d e p i c t i n g , you're not d e p i c t i n g zero 

l i n e s on e i t h e r side of t h a t channel, are you? 

A. I'm not sure i f I understand t h a t question, Mr. 

Examiner. 

Q. Are you — When you say the estimated l i m i t s of 

the main Morrow channel, what does t h a t mean, exactly? 

What are you d e p i c t i n g w i t h t h a t red-shaded area? 

A. Okay, t o the south the l i m i t s of t h a t channel are 

unknown due t o the w e l l c o n t r o l . I t ' s l i k e l y t h a t they 

could extend. 

Q. I'm s t i l l not sure I'm g e t t i n g the answer t h a t 

I'm l o o k i n g f o r . I s t h a t a Morrow thickness i n t e r v a l t h a t 

you've shaded i n red there? I s t h a t the sand thickness? 

A. No, t h a t j u s t i s d e p i c t i n g the a r e a l e x t e n t , i s 

what t h a t attempts t o do. I t was noted — This channel was 

noted i n b a s i c a l l y f i v e w e l l s , which are the P h i l l i p s A 

Number 2, the Nearburg Anderson 10J i n Section 10, the 

Nearburg Anderson HE, Section 11, also the Nearburg 

Anderson Com Number 1 i n Section 10, as w e l l as the best 

w e l l i n the nin e - s e c t i o n area, which was the Nearburg Huber 
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Federal Number 1. 

Q. So those are the w e l l s t h a t are completed i n t h i s 

p a r t i c u l a r sand; i s t h a t what you're saying? 

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

Q. Now, the w e l l t o the west i n Section 16, the 

P h i l l i p s Royal A Number 1, are you t e s t i f y i n g t h a t t h a t ' s 

not completed i n t h i s p a r t i c u l a r sand? 

A. No, I'm not. 

Q. I s t h a t completed i n t h i s p a r t i c u l a r sand, or i s 

i t producing from t h i s sand? 

A. I t d i d produce 629 m i l l i o n from the Morrow. I 

cannot t e s t i f y t h a t was from the exact c o r r e l a t i v e 

i n t e r v a l . 

Q. Well, I'm s t i l l not sure I'm c l e a r on what t h a t 

red-shaded area i s d e p i c t i n g . 

A. Okay, w e l l , i t also attempts t o d e p i c t the l i m i t s 

of the p r o d u c t i v e area i n regards t o the subsea water 

contact of 6033. That may be what you're l o o k i n g f o r 

t h e r e . 

The Nearburg Anderson HE w e l l i n Section 11, 

which i s on the cross-section, d i d have the subsea water 

contact a t 6033, and also the P h i l l i p s A Number 2 — you 

know, r e f e r r i n g t o the cross-section, t h a t shows the subsea 

water contact i n a l l three w e l l s . 

I t i s my opin i o n t h a t the l i m i t s , p r o d u c t i v e 
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l i m i t t o the east, t h a t the Morrow i s uneconomic due t o 

t h a t subsea water contact. And I t h i n k t h a t t h a t i s 

depicted by the cumulative volumes on the w e l l s t o the east 

i n Sections 14, 15, 11 and 2, which were uneconomic 

producers from the Morrow. 

Q. Uh-huh, okay. Well, what would the western red 

l i n e depict? I've n o t i c e d i n t h a t P h i l l i p s w e l l t h a t you 

do have " t e s t e d wet" — 

A. Yes, s i r . 

Q. — but t h a t wasn't a r e s u l t of i t being completed 

i n the water i n t e r v a l ; i s t h a t r i g h t ? 

A. Right, r e f e r r i n g back t o the c r o s s - s e c t i o n , 

E x h i b i t Number 6, the P h i l l i p s Royal A Number 2, being the 

f i r s t w e l l t o the l e f t , the p e r f o r a t e d i n t e r v a l was the 

9458 t o 9490. 

My e s t i m a t i o n of why t h i s w e l l was wet was, you 

know, b a s i c a l l y due t o the f a c t t h a t the w e l l had t o be 

p e r f o r a t e d lower i n the s e c t i o n , which was too close t o the 

gas-water contact. 

Q. Uh-huh. 

A. And there was — you know, as f a r as moving a 

w e l l t o t h e west, i t would be my o p i n i o n t h a t moving a w e l l 

f u r t h e r t o the west, the P h i l l i p s A Number 2, would make i t 

p r o d u c t i v e . However, we don't — 

Q. I'm s o r r y , i t would make i t what? 
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A. Would make i t l i k e l y p r o d u c t i v e i n t h a t i n t e r v a l , 

i f the sand was present. Now, maybe your question about 

the Royal A Number 1, because i t was an economic producer. 

Q. Well, the Royal A Number 2, i t says " t e s t e d wet", 

and you t h i n k t h a t was a r e s u l t of water channeling? 

A. There was some evidence i t was water channeling. 

I t i s my o p i n i o n , though, i t was p e r f o r a t e d also too deep 

i n the i n t e r v a l . And, you know, the reason f o r t h a t i s — 

you know, I'm not sure why they p e r f o r a t e d i t t h a t deep i n 

the i n t e r v a l . 

However, the main problem also a r i s e s from j u s t 

t he t hickness of the sand i n the Royal A Number 2. 

Q. I guess t h a t ' s where I'm confused. We don't 

r e a l l y have an isopach map t h a t shows the thickness of the 

Morrow i n t h i s area. 

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

Q. Do you know why you chose not t o supply an 

isopach map? 

A. No, the main — the key w e l l was the Royal A 

Number 2, but I don't have a reason f o r not supplying an 

isopach. 

Q. The w e l l s t o the east i n Section 15 and 14, i s i t 

your o p i n i o n t h a t those were uneconomic because of the sand 

thic k n e s s or because of the s t r u c t u r a l l o c a t i o n ? 

A. S t r u c t u r a l l o c a t i o n . However, t h e r e are two 
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primary r i s k f a c t o r s , you know, which presence of the sand, 

of course, i s always a primary r i s k f a c t o r i n the Morrow. 

Q. T e l l you what, why don't you j u s t submit an 

isopach map a f t e r the — sometime a f t e r — 

MR. KELLAHIN: A l l r i g h t , s i r , w e ' l l be happy t o 

do t h a t . 

EXAMINER CATANACH: We'll take a look a t i t . 

Other than t h a t , I have no f u r t h e r questions. 

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

EXAMINER CATANACH: I s there anything e l s e , Mr. 

Kel l a h i n ? 

MR. KELLAHIN: Not i n t h i s case. 

EXAMINER CATANACH: There being nothing e l s e , 

Case 12,631 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

9:09 a.m.) 
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