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This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 
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Mexico Energy, Minerals and Natural Resources Department, 
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Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

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

8:30 a.m.: 

EX7AMINER CATANACH: Okay, a t t h i s time I ' l l c a l l 

Case 12,649, which i s the A p p l i c a t i o n of EOG Resources, 

In c . , f o r pool c r e a t i o n , s p e c i a l pool r u l e s and a discovery 

allowable, Eddy County, New Mexico. 

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

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 EOG Resources, I n c . , 

and I have three witnesses. 

EXAMINER CATANACH: A d d i t i o n a l appearances? 

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

rep r e s e n t i n g Devon Energy Production Company, L.P., and 

Devon SFS Operating, Inc. I have no witnesses. 

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

Okay, w i l l the three witnesses please stand t o be 

sworn in? 

(Thereupon, the witnesses were sworn.) 

PATRICK J. TOWER, 

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, please? 
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(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

5 

A. P a t r i c k J. Tower. 

Q. Mr. Tower, by whom are you employed? 

A. EOG Resources, Incorporated. 

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

A. P r o j e c t landman. 

Q. Have you pre 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. 

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 

t h i s case on behalf of EOG? 

A. Yes. 

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

i n the area which i s the subject of t h i s A p p l i c a t i o n ? 

A. Yes, I am. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Mr. Tower, would you b r i e f l y s t a t e 

what i t i s t h a t EOG Resources, Inc., seeks w i t h t h i s 

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

A. EOG Resources i s seeking the c r e a t i o n of a new 

pool i n the Strawn formation as a r e s u l t of the discovery 

of the Oak Lake "25" Federal Number 1 w e l l , l o cated 850 

f e e t from the n o r t h l i n e and 750 f e e t from the west l i n e of 
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Section 25, Township 17 South, Range 3 0 East, i n Eddy 

County, New Mexico. 

Q. I n what formation i s t h i s w e l l completed? 

A. This i s i n the Strawn. 

Q. And what are you seeking? 

A. We are seeking the adoption of s p e c i a l pool r u l e s 

and r e g u l a t i o n s which would include f o r 160-acre o i l w e l l 

spacing as g a s - o i l r a t i o of 4000 cubic f e e t of gas f o r each 

b a r r e l of o i l produced, and the standard f o r 160-acre 

spacing, 660-foot setbacks from the outer boundaries. 

We're also seeking a s p e c i a l depth bracket 

allowable of 112 0 b a r r e l s of o i l per day and the discovery 

allowable associated w i t h t h i s , and we're also seeking t h a t 

t h i s request be made 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 March 11th of t h i s year. 

Q. I n i t i a l l y , could you j u s t t e l l us, what i s the 

s t a t u s of the Oak Lake "2 5" Federal Well Number 1? 

A. EOG has d r i l l e d t h i s w e l l i n March and i t has 

been completed, as mentioned, i n the Strawn formation and 

i s c u r r e n t l y producing from the Strawn. 

Q. W i l l EOG c a l l geophysical and engineering 

witnesses t o review the t e c h n i c a l aspects of t h i s case and 

also the c u r r e n t status of the well? 

A. Yes. 

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

STEVEN T. BRENNER, CCR 
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1. Would you i d e n t i f y t h a t and review i t f o r Mr. Catanach? 

A. Yes, t h i s i s a base map or land map. The red dot 

shows the subject w e l l , the l o c a t i o n . I n yellow i s the 

o u t l i n e of the a p p l i e d - f o r spacing u n i t of 160, being the 

northwest quarter of said Section 25. 

I t also depicts a l l the w e l l s i n the immediate 

area. Most of these are shallow. Later witnesses w i l l 

have a l i t t l e b e t t e r map t h a t w i l l show — an u n c l u t t e r e d 

v e r s i o n , showing j u s t the deep w e l l s . 

The two w e l l s t h a t I w i l l p o i n t you t o — and 

again, they w i l l get i n t o more d e t a i l s on the t e c h n i c a l 

m e r i t s of t h i s — are the Anadarko Power Fed Com Number 2 

w e l l , located i n the southeast quarter, southeast q u a r t e r 

of Section 26, t o the southeast of our w e l l , and the Yates 

Petroleum Laguna Cedro "AOM" Federal Number 1 w e l l , located 

i n the southeast quarter of Section 25, are two deep w e l l s . 

The m a j o r i t y of the balance, other than w e l l s t h a t are not 

c u r r e n t l y producing, are p r i m a r i l y shallow. 

Q. The proposed new pool immediately o f f s e t s the 

North Cedar Lake-Strawn Pool, does i t not? 

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

Q. And what are the boundaries of t h a t pool? 

A. Okay, the no r t h Cedar Lake-Strawn Pool, the 

boundaries are the south h a l f of Section 2 5 and the east 

h a l f of Section 26. 

STEVEN T. BRENNER, CCR 
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Q. And we w i l l present g e o l o g i c a l and geophysical 

data showing t h a t what we are seeking i n terms of a new 

Strawn pool i s a separate source of supply from what i s 

located w i t h i n the e x i s t i n g pool? 

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

Q. Would you i d e n t i f y what has been marked as EOG 

E x h i b i t Number 2? 

A. E x h i b i t Number 2 i s the n o t i c e a f f i d a v i t sent out 

w i t h the E x h i b i t A l i s t i n g a l l those p a r t i e s t h a t have been 

n o t i f i e d i n the area. 

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

A. Notice was provided, one, t o the D i v i s i o n -

designated operators w i t h i n a mile of the proposed new 

poo l , also t o the owners of the mineral e s t a t e w i t h i n the 

proposed new pool, and also as a precaution j u s t t o a l l 

lessees w i t h i n a mile of the proposed new po o l , which 

they're numerous since there are not a l o t of deep w e l l s . 

Q. Mr. Tower, p r i o r t o t h i s hearing, an e n t r y of 

appearance was f i l e d on behalf of a Mr. Knox? 

A. Yes. 

Q. Have you determined where Mr. Knox's i n t e r e s t i s 

located? 

A. Yes, I have. The Knox i n t e r e s t i s — I b e l i e v e 

i t was Jack Knox t h a t entered an appear- — or e n t r y , pre­

hearing statement — i s located i n the n o r t h h a l f of the 

STEVEN T. BRENNER, CCR 
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northwest quarter of Section 26 t o the west, o f f s e t t i n g 

Section. So several l o c a t i o n s away. I b e l i e v e Mr. Knox 

owns approximately 2 5 percent i n t e r e s t i n the zones i n 

question. 

Q. W i l l EOG c a l l g e o l o g i c a l and geophysical as w e l l 

as engineering witnesses t o review the t e c h n i c a l p o r t i o n s 

of t h i s case? 

A. Yes. 

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

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

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Catanach, we would 

move the admission i n t o evidence of EOG E x h i b i t s 1 and 2. 

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

admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Tower. 

MR. BRUCE: No questions, Mr. Examiner. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Tower, do you know what the nature of the 

o b j e c t i o n from Mr. Knox was? 

A. I have — No, I don't. My guess i s more of a 

f a c t - f i n d i n g , but t h a t ' s speculation. 

Q. Okay. So you guys gave n o t i c e t o a l l the mineral 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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i n t e r e s t s w i t h i n the 160? 

A. Yes, s i r . 

Q. A l l of the operators w i t h i n one m i l e of the w e l l 

or p r o r a t i o n u n i t ? 

A. One mi l e of the spacing u n i t or p r o r a t i o n u n i t 

we're applying f o r . 

Q. Okay. 

A. I n other words, i n essence the n i n e - s e c t i o n block 

outside t h a t s e c t i o n . 

Q. Okay, and there was some acreage i n t h a t nine-

s e c t i o n area t h a t was not operated by someone; i s t h a t what 

you were — ? 

A. Yes, there — As I mentioned e a r l i e r , p r i m a r i l y 

i n t h i s area you can see the m u l t i t u d e of wetlls, and there 

may be thr e e d i f f e r e n t depth ownerships. Generally you 

have c u t o f f s at e i t h e r the Grayburg-San Andres and/or 

approximately the Abo formation. 

So the m a j o r i t y of our n o t i c e d e a l t w i t h the 

zones below the Grayburg-Jackson and/or Abo, co n c e n t r a t i n g 

on the lands t h a t would be a f f e c t e d , i n essence, Strawn 

formation. So a l l of the lessees — There are not t h a t 

many operators, as y o u ' l l see, so we n o t i f i e d a l l lessees 

i n t h i s area, i n the absence of a Division-designated 

operator. 

Q. Okay. Have you been i n contact w i t h any of these 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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p a r t i e s , or have any of them expressed any o b j e c t i o n t o 

your A p p l i c a t i o n ? 

A. We have t a l k e d t o Anadarko, who i s p r i m a r i l y the 

o f f s e t operator, on two d i f f e r e n t occasions, and t o the 

best of our understanding, we're not going t o send t o 

anybody t h a t had no problems w i t h what we're doing. 

We've also had discussions w i t h the D i s t r i c t OCD 

t o provide them in f o r m a t i o n and ensure t h a t they understood 

what we were applying f o r and provide them data. 

Q. To your knowledge, they d i d n ' t express any 

op p o s i t i o n or concern? 

A. No, s i r . 

EXAMINER CATANACH: Okay, t h a t ' s a l l I have of 

t h i s witness. 

MR. CARR: Mr. Catanach, at t h i s time w e ' l l c a l l 

Mr. Siebens. 

J. SIEBENS, 

the witness herein, 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. J. Siebens. 

Q. And s p e l l "Siebens" f o r the Examiner and the 

r e p o r t e r . 

STEVEN T. BRENNER, CCR 
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A. S-i-e-b-e-n-s. 

Q. By whom are you employed? 

A. EOG Resources. 

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

A. I'm a p r o j e c t geophysicist. 

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 and had your c r e d e n t i a l s as an expert i n 

geophysical sciences 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 

t h i s case on behalf of EOG? 

A. Yes, I am. 

Q. Have you made a geophysical and g e o l o g i c a l study 

of the area which i s the subject of t h i s A p p l i c a t i o n ? 

A. Yes, I have. 

Q. And 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. Catanach? 

A. Yes, s i r . 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Let's go t o what has been marked 

as EOG E x h i b i t Number 3, and I'd ask you t o f i r s t i d e n t i f y 

i t and then 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. 

STEVEN T. BRENNER, CCR 
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A. E x h i b i t Number 3 i s a lower Strawn p r o d u c t i o n map 

i n the area of question. The red o u t l i n e d box i n Section 

25 i s the p r o r a t i o n u n i t area t h a t we are disc u s s i n g today. 

These are a l l the w e l l s — on t h i s map, are a l l of the 

w e l l s greater than 9000 f e e t i n t h i s map area. Hence, 

these are the only w e l l s t h a t are capable and have, i n 

f a c t , penetrated the Strawn. So t h i s i s a l l Strawn 

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

The green o u t l i n e s or shaded areas are areas of 

Strawn production t h a t have been c l a s s i f i e d o i l , and we are 

requesting an o i l c l a s s i f i c a t i o n , and t h a t w i l l be 

presented i n a l i t t l e w h i l e , as f a r as our Oak Lake. 

And t o the nor t h , the red-shaded area i s an area 

where the Strawn production i s c l a s s i f i e d as gas. 

Q. There's also a t r a c e on t h i s e x h i b i t f o r a 

subsequent cross-section. 

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

Q. Are you ready t o go t o t h a t cross-section? 

A. Yes, I am. 

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

Number 4, and I ' d l i k e you t o take t h a t out and then review 

the l i n e of cross-section and the i n f o r m a t i o n on the 

various w e l l s . 

A. This l i n e of p r o f i l e runs from n o r t h t o south, as 

i d e n t i f i e d on the previous p l a t , the production map. 

STEVEN T. BRENNER, CCR 
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To the f a r n o r t h i s the Oak Lake 1.1, an EOG w e l l 

t h a t was a dry hole attempting t o t a r g e t the Strawn; the 

Oak Lake 14, which i s Loco H i l l s Strawn, an EOG Resource 

w e l l ; then the Oak Lake "25", which i s the w e l l i n question 

t h a t we are s u b m i t t i n g f o r o i l and et cetera. 

The next w e l l i s the Loco 25 from Texaco, and 

w e ' l l s t a r t t o t a l k about the d e t a i l s of t h a t w e l l . 

The Laguna Cedro, also i n Section 25, which i s 

one of the Cedar Lake-Strawn North Pool w e l l s . 

Over t o the Anadarko Power Fed Com Number 2, 

which i s another Cedar Lake-Strawn North w e l l . 

And then t o the Hondo O i l and Gas State CE, which 

i s a Cedar Lake Strawn w e l l t o the south i n Section 2, 

these representing, i n the n o r t h end of the s e c t i o n , a l l of 

the p r o d u c t i v e w e l l s , and then the CE w e l l , being a 

r e p r e s e n t a t i v e w e l l of Cedar Lake Strawn t o the south. 

This cross-section i s hung s t r a t i g r a p h i c a l l y on 

what i s r e f e r r e d t o as the s t r a t datum, a lower Strawn 

marker, Atoka being down below, hung on t h a t lower Strawn 

marker. And the lower Strawn, as annotated between w e l l s 6 

and 7, i f you w i l l , and w e l l s 2 and 3, t h a t i s the surface 

upon which subsequent maps — and we w i l l t y p i c a l l y be 

r e f e r r i n g t o as the top of the lower Strawn. The long and 

s h o r t of — And also, excuse me, the red bars are p e r f ' d 

i n t e r v a l s , as understood by EOG Resources, i n these 

STEVEN T. BRENNER, CCR 
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r e s p e c t i v e w e l l s . 

The long and short i s t h a t the p r o d u c t i o n coming 

from Cedar Lake Strawn t o the south i n the Hondo w e l l , the 

product i o n from Cedar Lake Strawn n o r t h i n the Yates and 

Anadarko w e l l s , i s shown i n t h a t lower darkex blue and the 

associated red-bar perf i n t e r v a l s . And the p r o d u c t i o n from 

our Oak Lake "25" w e l l i s from a r a t h e r unusual/unique t o 

any w e l l s t h a t you see i n t h i s p r o f i l e , 200-plus-foot 

carbonate s e c t i o n s t r a t i g r a p h i c a l l y higher than those 

productive w e l l s . 

I n t e r p r e t i v e w i s e , we're j u s t l o o k i n g a t a lower 

o r i g i n a l carbonate and an in-place carbonate b u i l d u p , t o 

which our w e l l i s located and the other w e l l s are not. 

Q. There's also a f a u l t depicted on t h i s e x h i b i t , i s 

there not? 

A. That i s c o r r e c t , and t h a t f a u l t w i l l be 

i d e n t i f i e d on a seismic time map forthcoming — 

Q. Are you ready t o go t o t h a t seismic map? Why 

don't you do that ? That's E x h i b i t Number 5. W i l l you 

f i r s t i d e n t i f y i t , and review the i n f o r m a t i o n on t h a t 

e x h i b i t f o r the Examiner? 

A. E x h i b i t Number 5 i s a lower Strawn time s t r u c t u r e 

map based on 3-D seismic, and the yellow l i n e t h a t you see 

going through there i s a p r o f i l e t h a t shows where these 

w e l l s on t h i s cross-section happen t o be on t h i s windowed-
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i n area. B a s i c a l l y we're looking a t Section 25 and 26, 

yellow c o l o r s being s t r u c t u r a l l y high, going down through 

the greens, blues, i n t o the purples i n t o the k i n d of hot 

p u r p l y f u c h s i a c o l o r , i f you w i l l . 

The Oak Lake "2 5" Fed Number 1 i n the northwest 

corner i s a t a subsea value of 652 3. And I apologize f o r 

t h i s d i s p l a y , but the Texaco — my companies backwards — 

the Texaco Loco 2 5 i n Section 2 5 south of the f a u l t i s a t a 

subsea of minus 6713. That d i d not d i s p l a y very w e l l . As 

w e l l as the Power Well Number 2 i n Section 2:6. I t i s also 

i n t h a t purple c o l o r shade. That i s also a minus 6713. 

And I t h i n k the r e s t of them are readable f o r the most 

p a r t . 

S eismically, we see a f a u l t separciting as w e l l 

the Oak Lake "25" from the w e l l s t o the south i n the Cedar 

Lake-Strawn North f i e l d . 

S t r u c t u r a l l y , we have 190 f e e t of r e l i e f between 

the Oak Lake and the two — o f f the two northern w e l l s , the 

Texaco Loco and the Anadarko Power w e l l s , 270, almost, f e e t 

t o the Yates Laguna Cedro w e l l . 

And so not only s t r a t i g r a p h i c a l l y , do we b e l i e v e 

i t ' s a separate pool, but also from a s t r u c t u r a l standpoint 

t h e r e i s f a u l t separation. 

Q. Summarize the conclusions you have reached from 

your g e o l o g i c a l and geophysical work i n t h i s area. 
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A. The o v e r a l l conclusion of t h i s i s t h a t t h i s i s 

g e o l o g i c a l l y , s t r a t i g r a p h i c a l l y unique t o pr o d u c t i o n i n the 

e x i s t i n g pools. I t i s s t r u c t u r a l l y d i s t i n c t , from the 

e x i s t i n g pools. I t covers about 110 acres, i t i s unique i n 

the sense t h a t i t ' s 110 acres and on the order of 250 f e e t 

t a l l i n thickness, versus i n the area the t y p i f i e d w e l l i s 

3 0 f e e t . 

Q. Were EOG E x h i b i t s 3 through 5 prepared by you or 

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

A. Yes, and w i t h conjunction w i t h my colleague Barry 

Zinz. 

Q. And do you work w i t h Mr. Zinz on t h i s and other 

p r o j e c t s ? 

A. Very i n t i m a t e l y . 

Q. And can you t e s t i f y as t o the accuracy of these 

e x h i b i t s ? 

A. Yes. 

MR. CARR: Mr. Catanach, a t t h i s time we'd move 

the admission of EOG E x h i b i t s 3 through 5. 

EXAMINER CATANACH: E x h i b i t s 3 through 5 w i l l be 

admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination. 

EXAMINER CATANACH: Mr. Bruce? 

MR. BRUCE: Just one question, Mr.. Siebens. 
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EXAMINATION 

BY MR. BRUCE: 

Q. I s the — Under E x h i b i t 3, the w e l l on the n o r t h 

end, the Oak Lake 14 Federal w e l l , i s t h a t a gas wel l ? 

A. Yes. 

MR. BRUCE: That's a l l I have. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Siebens, i s your s t r u c t u r e i n the northwest 

qu a r t e r of Section 25, i s t h a t i s o l a t e d from the production 

t o the north? 

A. Yes, i t i s . 

Q. And by what? What i s t h a t i s o l a t e d — 

A. By v i r t u e of i n t e r p r e t i n g the seismic. 

I f you r e f e r back t o the cros s - s e c t i o n , E x h i b i t 

4, s t r a t i g r a p h i c a l l y i t i s depicted on t h i s c r o s s - s e c t i o n 

when lo o k i n g a t the lower Strawn i n t e r v a l , Mr. Zinz shows 

from the Oak Lake 14 t h a t colored blue i n t e r v a l of the 

lower Strawn, the productive p e r f ' d i n t e r v a l . He shows, i f 

you w i l l , a f a c i e s shazam l i n e t h a t i s i s o l a t e d about the 

14 w e l l i n t h a t cross-section. And then he has the 

annotation of lower Strawn, implying we're back i n t o i n t e r -

r e e f a l , i f you w i l l , d e p o s i t i o n . And then we come back t o 

the Oak Lake "25" where t h a t f a c i e s grows again. 

And so seismic confirms t h a t i t s a r e a l e x t e n t i s 
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equ i v a l e n t t o — not only l i k e i t d e p i c t s i n the 25, but i t 

de p i c t s i t v i r t u a l l y i d e n t i c a l l y f o r the Oak Lake 14. 

Q. So i f you d r i l l e d a w e l l i n between yours and the 

w e l l i n Section 14, what would you expect t o encounter? 

A. My expectation, you would encounter something 

a k i n t o the Oak Lake 11, t o something a k i n t o a Laguna or 

maybe a Power. You w i l l not encounter t h i s 2 50 f e e t of 

clean gamma, t o which i s what we're production. 

Q. Okay. And your w e l l i s not being produced i n the 

same i n t e r v a l as i s being produced t o the south; i s t h a t 

c o r r e c t ? 

A. Correct, the 25 i s s t r a t i g r a p h i c a l l y higher than 

the f i e l d s t o the south. 

Q. The w e l l s i n the south h a l f of Section 25, I 

guess they're Texaco wells? 

A. Yes. 

Q. That's producing, r i g h t ? 

A. The Texaco w e l l was t i g h t — 

Q. Okay. 

A. — nonproductive. 

Q. So the one, the Laguna Cedro w e l l — 

A. Right, t h a t i s the only productive w e l l . 

Q. Okay. Well, i s n ' t t h a t same i n t e r v a l t h a t ' s 

being produced i n t h a t w e l l , i s n ' t t h a t present i n your 

well? 
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A. Yes, i t i s . But you chose i t not t o produce i t , 

or i s t h e r e a reason f o r that? 

A. Yes, the column, the productive i n t e r v a l i s 

associated w i t h what we've p e r f ' d , and I would defer any 

s p e c i f i c d e t a i l s t o the engineer, i f you want f o l l o w - u p on 

t h a t question. 

Q. That i s p o t e n t i a l l y productive? 

A. I b e t t e r l e t him answer. 

Q. Okay. How do you get these huge buildups l i k e 

t h i s i n the Strawn i n t h i s area? 

A. Well, t h a t ' s a very good question, because we're 

wanting t o f i n d many more of these. We've looked a t , I 

guess, many, many, many miles of seismic l o o k i n g a t i t , and 

u n f o r t u n a t e l y we have not found any other, other than these 

two. 

S t r a t i g r a p h i c a l l y , you have Lusk f i e l d t o the 

south, oh, ten m i l e s - i s h , where you s t a r t g e t t i n g i n t o t h i s 

more, huger, massive, i f you w i l l , carbonate b u i l d u p . I 

t h i n k i n a reasonable standpoint people b e l i e v e t h a t t o be 

at a s h e l f break divergence where you have ca p a c i t y and 

accommodation space f o r t h i s l i t t l e c r i t t e r , c o n c e n t r a t i o n 

and carbonate growth. 

And t y p i c a l l y , we are i n an updip p o s i t i o n 

s h e l f a l , r e l a t i v e t o t h a t i n t h i s area. This f a u l t , i n 

t h i s p a r t i c u l a r case, we be l i e v e , provided a seep p o i n t i n 
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a shallow marine environment f o r carbonate growth t o 

develop and made t h i s area s p e c i f i c a l l y unique t o the 

carbonate f a c t o r p e r s i s t i n g here, as opposed t o being, you 

know, more r e g i o n a l l y pervasive. 

Q. Does your data i n d i c a t e t h a t t h i s s t r u c t u r e t h a t 

you're i d e n t i f i e d here — i s i t i s o l a t e d on a l l sides from 

anything else? 

A. Yes. 

Q. Do you know i f there's going t o be any more w e l l s 

d r i l l e d ? 

A. Not i n t h i s immediate area. 

Q. Not i n t o t h i s s t r u c t u r e , though? 

A. Not i n t o t h i s s t r u c t u r e , a b s o l u t e l y not. 

Q. So e s s e n t i a l l y , t h i s w i l l be the only w e l l i n 

t h i s p ool, because t h i s pool — chances are, t h i s pool i s 

not going t o be expanded a t any time? 

A. That i s c o r r e c t . This i s 160 — I mean, the 

p r o r a t i o n u n i t request i s 160. This f e a t u r e i t s e l f , 

r e f e r r i n g t o E x h i b i t Number 5, and i f you tcike, i f you 

w i l l , the k i n d of a y e l l o w i s h c o l o r contour on t h e r e , 110 

acres. 

Q. That's w i t h i n the yellow section? 

A. Let's see, as you look a t your -- I f you s t a r t i n 

the corner of the northwest corner of Section 2 5 and p i c k 

t h a t c o l o r r i g h t there — I guess I can draw on one of 
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these — t o h i g h l i g h t t h i s area. 

Q. Okay, t h a t area being the area i n red — 

A. B a s i c a l l y — fundamentally red, s l i g h t l y i n t o 

t h i s a l l e g e d yellow. That i s 110 acres, you know, from 

planimeter work. So t h a t i s i t s p h y s i c a l a r e a l s i z e . 

And again, i t s uniqueness i s the 250 f e e t of 

carbonate. 

EXAMINER CATANACH: Okay, I t h i n k t h a t ' s a l l I 

have, Mr. Carr. 

MR. CARR: At t h i s time, Mr. Catanach, we c a l l 

Randy Cate. 

RANDALL CATE, 

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, please? 

A. I t ' s Randall Cate. 

Q. By whom are you employed? 

A. EOG Resources. 

Q. What i s your p o s i t i o n w i t h EOG? 

A. I'm p r o j e c t r e s e r v o i r engineer. 

Q. Have you pre 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. Yes, I have. 
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Q. At the time of t h a t testimony, were your 

q u a l i f i c a t i o n s as an expert i n r e s e r v o i r engineering 

accepted and made a matter of record? 

A. Yes, they were. 

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 

t h i s case on behalf of EOG? 

A. Yes. 

Q. Have you prepared an engineering study of the 

area which i s the subject of t h i s Case? 

A. Yes, I have. 

Q. And 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. Catanach? 

A. Yes. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: Yes, they are. 

Q. (By Mr. Carr) Mr. Cate, l e t ' s go t o what has 

been marked as EOG E x h i b i t Number 6, and I ' d l i k e t o work 

through the pages i n t h i s e x h i b i t w i t h you. Let's go t o 

the f i r s t page, and I t h i n k i t would be h e l p f u l i f 

i n i t i a l l y you would e x p l a i n t o Mr. Catanach what t h i s 

e x h i b i t shows, what's i t intended t o show? 

A. Yes, my engineering study had thr e e p a r t s t o i t . 

One was d i d I also f i n d data t h a t proved separation, 

supporting the new discovery of the Oak Lake: "25" i n the 
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Strawn? 

Also, we were asking f o r 160 acres spacing u n i t , 

and so I needed t o support t h a t v o l u m e t r i c a l l y . 

And also, since we're asking f o r a. s p e c i a l depth 

bracket allowable, I've generated supporting data t h a t 

proves t h a t there would be no damage i f producing a t a 

higher r a t e . 

So t h i s f i r s t page — This whole packet i s the 

one e x h i b i t . And t h i s f i r s t page, I compared our Oak Lake 

"25" t o nearby Strawn Pool data, and t h i s i s the top 

p o r t i o n . I compared i t t o the Cedar Lake F i e l d , the Cedar 

Lake North, the Loco H i l l s and the Lusk. Now, a l l f o u r of 

the top f i e l d s there are l i s t e d on our e x h i b i t or shown on 

the E x h i b i t Number 3. The Lusk f i e l d i s approximately 15 

miles southeast of here. 

And I compared the i n i t i a l bottomhole pressures, 

o i l g r a v i t i e s , the s p e c i f i c gas g r a v i t i e s , and then 

compared t o the e x i s t i n g pool r u l e s t h a t these other f i e l d s 

have. 

And I found t h a t the Cedar Lake North, which i s 

the Anadarko w e l l i n Section 26, which i s the c l o s e s t 

Strawn producer t o us — i t d i f f e r s i n bottomhole pressure, 

i t ' s very s i m i l a r i n o i l g r a v i t y t o ours, but then the gas 

g r a v i t y of t h e i r analysis and ours i s very much d i f f e r e n t 

on the gases. And I w i l l also show more i n f o r m a t i o n on 
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t h a t i n the next couple of pages. 

The Cedar Lake-Strawn Pool i s the pool about one 

and a h a l f miles south. I t ' s got four wells; i n i t . I t 

c u r r e n t l y has spacing r u l e s of 160 acres and a 4000 GOR. 

And f o r your i n f o r m a t i o n , the Lusk-Strawn Pool also has 

160-acre spacing and 4000 GOR. 

I t appeared t o us — We could not f i n d s p e c i a l 

pool r u l e s on the Cedar Lake North. O r i g i n a l l y the 

Anadarko w e l l was completed as a gas w e l l down i n a s t r a y 

sand i n t e r v a l . I t produced only about 30 m i l l i o n cubic 

f e e t , and they came on up t o t h i s o i l pool, and i t was 

redesignated. But as f a r as we could t e l l , i t ' s on 

statewide r u l e s . 40 — You know, 40 acres w i t h the 2000. 

I t ' s not a very good w e l l . I t ' s only cum'd 

around 20,000 b a r r e l s a f t e r f i v e or s i x years, I t h i n k . 

So the main t h i n g I wanted t o compare i s the 

separation of our discovery w i t h the Cedar Lake North 

Anadarko w e l l s p e c i f i c a l l y . And we do have i n f o r m a t i o n on 

t h a t w e l l because we have a small i n t e r e s t i n i t . 

Now, the pressure data t h a t y o u ' l l n o t i c e f o r the 

Cedar Lake North o i l , they had run an i n i t i a l bottomhole 

pressure t e s t , and the w e l l was so t i g h t i t only b u i l t t o 

2860 pounds a f t e r three days and the comment was, i t was 

s t i l l b u i l d i n g . I t looked l i k e you wouldn't be able t o 

analyze i t , i t was so t i g h t . And the production of the 
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w e l l also represents a t i g h t r e s e r v o i r . 

But i f you compare the bottomhole pressures of 

the Cedar Lake r e s e r v o i r t o the south, t h a t one was 

measured out a t 42 00 pounds. And then our Loco H i l l s 

r e s e r v o i r t o the nor t h , which i s a gas zone, i t produces 

condensate at a 54.6 g r a v i t y , but i t s bottomhole pressure 

measure was 4485. 

So I t h i n k the bottomhole pressure data 

d e f i n i t e l y supports t h a t we're i n a unique and separate 

r e s e r v o i r . 

Going t o the bottom p a r t of the pa.ge, the 

v o l u m e t r i c c a l c u l a t i o n s , what I d i d , I compared the Cedar 

Lake and the Lusk f i e l d , because they are the c u r r e n t 

f i e l d s i n the area t h a t have 160-acre spacing and the 4000 

GOR. And on the Cedar Lake, those pay a t t r i b u t e s , 

p o r o s i t y , SWs, I c a l c u l a t e d from logs on those f o u r logs. 

The Lusk, I — i t ' s a large pool, i t has 65 w e l l s 

i n i t , and I used the p u b l i c PI i n f o r m a t i o n t h a t was 

a v a i l a b l e t o f i n d the bottomhole pressure. But also I used 

an average pay of 4 0 f e e t based on the p e r f o r a t e d i n t e r v a l s 

i n those w e l l s . I t was an eye b a l l t h i n g , but I d i d look 

through each w e l l t o get what appeared t o be an average 

p e r f o r a t e d pay i n t e r v a l . And then I used the same p o r o s i t y 

and SWs. 

Formation volume f a c t o r s I c a l c u l a t e d out of a 
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program t h a t ' s based on GOR and i n i t i a l bottomhole 

pressures and o i l g r a v i t i e s . I t used c o r r e l a t i o n , L a s s i t e r 

standing and Glasso c o r r e l a t i o n s . Calculated the o r i g i n a l 

o i l i n place on those and a r r i v e d a t a recovery f a c t o r , f o r 

the Cedar Lake f i e l d i t was 29.7 percent. The "c" j u s t 

means t h a t ' s what I c a l c u l a t e d . The recovery f a c t o r f o r 

the Lusk on an average w e l l would be 29.4 percent of the 

o i l i n place. 

I then applied a 29-percent recovery f a c t o r t o 

our p r o j e c t e d u l t i m a t e recovery of 350,000 b a r r e l s and 

a r r i v e d a t the 12 6 acres, 126.3. 

I performed a program c a l l e d — i t ' s an HDS — 

Hydrocarbon Data Systems log analysis program. I used a 

pay c u t o f f of 2-percent p o r o s i t y and 40 percent SW. A l l 

the SW's were under the 4 0 percent, but t h a t ' s the pay 

c u t o f f we use. You can look a t the l o g and see t h a t 

there's not t h a t much — Out of the 2 00 f e e t of carbonate, 

we a r r i v e d a t 64 f e e t t h a t would meet our c u t o f f of 2-

percent p o r o s i t y . 

I then applied our recovery f a c t o r t o the EUR, 

and t h a t ' s how I a r r i v e d a t what the w e l l s should be 

capable of d r a i n i n g . I t ' s very close t o what Mr. Siebens 

has described as the are a l size of our — I'm going t o 

r e f e r t o i t as a pinnacle, but as our accumulation based on 

the seismic. 
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I then went and looked a t an approximate 400,000-

b a r r e l EUR, because the decline r a t e t h a t we used t o get 

350,000 b a r r e l s i s almost 60 percent. I t ' s much steeper 

than your t y p i c a l w e l l s , so I j u s t wanted t o show a 

s e n s i t i v i t y t o EUR. 400,000 b a r r e l s would d r a i n 144 acres. 

Q. What does the second page i n t h i s e x h i b i t show? 

A. Okay, t h i s i s the support t h a t I was r e f e r r i n g 

t o , the gas analyses. The f i r s t i s gas an a l y s i s on the Oak 

Lake "25" w e l l . The second i s the gas a n a l y s i s on the 

Power Fed Number 2, the Anadarko w e l l which i s i n the Cedar 

Lake North o i l . 

And the gases are q u i t e d i f f e r e n t . I f you look 

at the methane, the Power Fed 2 i s 68 percent versus 76.1 

percent on the Oak Lake "25". 

The other t h i n g t h a t I no t i c e d was the BTU of the 

gases are q u i t e d i f f e r e n t . Almost 1400 dry on the Power 

Fed 2 versus 1205 on the Oak Lake "25". 

Also the s p e c i f i c g r a v i t i e s of the gas are q u i t e 

d i f f e r e n t . The Power Fed 2 has approximately .83 s p e c i f i c 

g r a v i t y versus .72 f o r the Oak Lake "25". 

Q. A l l r i g h t , l e t ' s go t o the d e c l i n e curve, which 

i s the f o u r t h page i n the engineering data. 

A. This was support f o r the EURs t h a t I used i n my 

volum e t r i c s on the f i r s t page. Again, you can — We've 

only got about s i x weeks of production, but you can see a t 
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the higher r a t e s t h a t you might imply a d e c l i n e , and t h a t 

a r r i v e s a t 350,000 b a r r e l s . But again, i f y o u ' l l n o t i c e on 

the lower right-hand side of the page, i t gives you the De, 

which i s the exponential decline r a t e . I t ' s 57 percent, 

which i s very — i t ' s a t y p i c a l , i t ' s very high f o r o i l 

w e l l s . And I w i l l show i n the subsequent pa.ges here t h a t a 

higher EUR might a c t u a l l y r e s u l t . And of course the higher 

the EUR, the higher the d r a i n a g e a b i l i t y . 

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

A. Okay. 

Q. — the compilation of the MER t e s t s — 

A. Okay. 

Q. — and ask you t o review t h a t f o r Mr. Catanach. 

A. Yes, we — When we f i r s t brought the w e l l on, i t 

had an i n i t i a l GOR of approximately 3250, and t h i s i s a 

g r a p h i c a l r e p r e s e n t a t i o n of how we f l o w - t e s t e d the w e l l . 

Early on, we d i d n ' t have a l l of our gas — we 

would f l o w i n t o f r a c tanks and f a c i l i t i e s , we d i d n ' t have 

a l l of our gas-metering equipment i n place. 

At the time t h a t — approximately March 28th, we 

put vapor-recovery system i n place on the teinks, and so we 

were able t o meter and s e l l a l l the gas volume. And a t 

t h a t time we also opened the w e l l up and began our MER t e s t 

at an approximate r a t e of — the green i s the o i l on a per-

day basis — a t approximately 800 t o 900 b a r r e l s a day. We 
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d i d have i t as high a 1020 b a r r e l s per day. And we 

monitored the GOR f o r approximately two and a h a l f t o three 

weeks, and i t was remarkably steady. 

Then on A p r i l 21st or 22nd, we reduced the r a t e 

again back down t o the 4 00- t o 500-barrel-per-day range and 

monitored the GOR, and again i t stayed r i g h t a t t h i s 

average 3250. And then a f t e r one week we decided t o come 

back t o the — open the w e l l back and do one c o n f i r m a t i o n 

on the higher r a t e s again and l e t i t t r y t o s t a b i l i z e then 

around 800 t o 900 b a r r e l s a day a f t e r i t d i d produce over 

1000, and the GOR stayed r i g h t t here. 

So t h i s proves t o us t h a t the w e l l i s not r a t e -

s e n s i t i v e , t h a t producing the w e l l a t over 1000 b a r r e l s per 

day has not caused the GOR t o increase. 

But we went one step f u r t h e r . We also ran a 

bottomhole f l o w i n g pressure at the time t h a t we increased 

the r a t e from the approximate 500 b a r r e l s a day up t o the 

1000 b a r r e l s a day on A p r i l 27th and 28th. The increase i n 

p r o d u c t i v i t y , approximately 500 b a r r e l s a day, only 

r e s u l t e d i n a r e d u c t i o n i n the bottomhole f l o w i n g pressure 

of 13 4 pounds. 

This w e l l , based on t h a t p r o d u c t i v i t y , could 

produce 6000, 7000, 8000 b a r r e l s a day i f we wanted t o gut 

the t h i n g . That i s not our i n t e n t . I t j u s t — I t 

demonstrates t h a t the a b i l i t y of t h i s w e l l t o produce i s 
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q u i t e unique, and i t does also match the — not only the 

net pay t h a t ' s about four times what you see; i n the t y p i c a l 

w e l l s i n t h i s area, but the gross pay being over 2 00 f e e t . 

I t does match what we see on the logs g e o l o g i c a l l y . 

Q. Mr. Cate, i s the next page, page 6, the 

product i o n h i s t o r y of the w e l l i n a t a b u l a r form? 

A. Yes, t h a t i s simply i n t a b u l a r form. I t has 

chokes, the only a d d i t i o n a l i n f o r m a t i o n i s t h a t i t has 

choke sizes and some remarks as t o our t e s t i n g and when we 

were able t o b u i l d f a c i l i t i e s and s e l l the f l a s h gas. 

Q. When d i d the w e l l f i r s t produce? 

A. Well, I s t a r t here at 3-15. These are one day 

behind i t . We a c t u a l l y were f l o w i n g back a f t e r our a c i d 

f r a c , I be l i e v e on the 11th, on March 11th. 

Q. You produced the w e l l a t u n r e s t r i c t e d r a t e s f o r 

30 days durin g the i n i t i a l t e s t i n g p e r i o d , c o r r e c t ? 

A. Yes. 

Q. And you've continued t o produce the w e l l a t 

v i r t u a l l y u n r e s t r i c t e d r a t e s ; i s t h a t c o r r e c t ? 

A. At u n r e s t r i c t e d rates? 

Q. You have been allowed by the OCD t o continue t o 

produce the w e l l , have you not, pending t h i s hearing? 

A. Oh, yes. Oh, yes. We have been i n contact w i t h 

the D i s t r i c t the whole time and l e t them know what we were 

doing and t h a t we were i n an MER phase. S p e c i f i c a l l y we 
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were t a l k i n g w i t h Bryan Arrant. 

Q. And you have agreed, have you not, t h a t once an 

order i s entered i n t h i s case, t h a t you w i l l b r i n g the w e l l 

i n compliance w i t h t h a t order and the r u l e s of the 

D i v i s i o n ? 

A. Yes, we c e r t a i n l y w i l l . 

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

again a graph, and t h i s one i s on the Cedar Lake North 

Pool. What does t h i s show? 

A. Yes, the next three graphs are the; Cedar Lake 

North Pool, the Lusk-Strawn and also the Cedar Lake-Strawn. 

They are the h i s t o r i c production of those pools. And I've 

p l o t t e d out the o i l and gas production h i s t o r i e s w i t h t h e i r 

cumulative. 

But a t the bottom — The bottom curve i s the GOR, 

and I've done t h i s t o show t h a t a l l these f i e l d s t y p i c a l l y 

s t a r t producing a t a GOR of approximately 4000 or so, and 

over time the GORs w i l l increase t o , you know, 8000 or so. 

And t h i s f i r s t p l o t , the Cedar Lake North, i t 

shows t h a t as the GOR has increased, the o i l p r o d u c t i o n has 

not d r a m a t i c a l l y f a l l e n . I t has maintained a c o n s i s t e n t 

15- t o 20-percent decline r a t e . There's no evidence t h a t 

an e s c a l a t i n g GOR has h u r t the r e s e r v o i r a t a l l . This i s 

j u s t how the r e s e r v o i r w i l l produce. 

The next page i s the Lusk f i e l d . Now, my p u b l i c 
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i n f o r m a t i o n d i d n ' t p i c k i t up from the beginning. I t 

a c t u a l l y — F i r s t production was i n 1961, I b e l i e v e . But 

by the time the p u b l i c i n f o r m a t i o n picked i t up, i t s GOR 

was up a t approximately 16,000 or so, and i t ' s i n the 

d e p l e t i o n phase of the r e s e r v o i r . The GOR i s a c t u a l l y 

going down over time. But the o i l production has been 

remarkably steady also i n a probably 15- t o 2 0-percent 

d e c l i n e , or even less there also. And the average EUR on 

those w e l l s i s going t o be 350,000 b a r r e l s or so. 

Q. And the l a s t page i n the e x h i b i t ? 

A. The l a s t page i s the Cedar Lake-Strawn, which — 

Again, f o u r w e l l s , the f i e l d s t a r t e d a t approximately 3 000 

GOR, very s i m i l a r t o ours, t o the Oak Lake "25", and over 

time i t ' s increased up t o 6000 t o 7000. And again, the o i l 

i n a d e c l i n e t h a t would be expected. No damage t o the 

r e s e r v o i r w i t h the increasing GORs. 

Q. I s E x h i b i t Number 9 [ s i c ] a copy of our 

A p p l i c a t i o n f o r discovery allowable and pool creation? 

A. Yes, i t i s . 

Q. I ' d l i k e t o go through each of the t h i n g s we're 

requesting i n t h i s case and ask you t o summarize the 

reasons — or the supporting i n f o r m a t i o n f o r each element 

i n your request. 

F i r s t , we're seeking 160-acre spacing. Why i s 

th a t ? 
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A. The w e l l i s — I t h i n k the data c l e a r l y shows 

t h a t the w e l l w i l l be capable of d r a i n i n g e f f i c i e n t l y and 

e f f e c t i v e l y the Strawn r e s e r v o i r t h a t we have encountered 

a t approximately 12 0 acres or so, i s the s i z e t h a t we see, 

and I t h i n k t h a t t h a t would — the data shows t h a t i t w i l l 

e f f e c t i v e l y d r a i n t h a t . 

Q. Are you also seeking 660-foot setbacks from the 

outer boundary of a dedicated spacing u n i t ? 

A. Yes, we are. That's standard w i t h the 160-acre 

spacing, from what we've seen. 

Q. You're also seeking a s p e c i a l depth bracket 

allowable of 112 0 b a r r e l s ; i s t h a t c o r r e c t ? 

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

Q. And what i s the basis f o r t h a t recruest? 

A. The basis i s t h a t the w e l l i s capable of 

producing a t much higher rates than t h a t , even. I suppose 

we could have asked f o r something much more, but we thought 

t h a t t wice the standard depth bracket allowable was being 

conservative, would allow us t o produce the w e l l a t 

e f f i c i e n t r a t e s , not cause harm, as the datci has proven — 

as we have produced a t over 1000 b a r r e l s a day, and t h a t 

based on the uniqueness of t h i s r e s e r v o i r and the f a c t t h a t 

i t appears t o be e n t i r e l y w i t h i n our spacing u n i t , the 160 

acres t h a t we're requesting, t h a t the best t h i n g would be 

t o a l low us t o produce at the 112 0 b a r r e l s per day. 
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Q. That's twice the depth bracket allowable f o r 160-

acre spacing a t t h i s depth? 

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

Q. Are you also seeking t o increase the g a s - o i l 

r a t i o , or double the g a s - o i l r a t i o ? 

A. From a standard, yes. But again, a l l these 

Strawn f i e l d s , as we have seen, b a s i c a l l y they s t a r t a t a 

3000 GOR. So without increasing the GOR l i m i t , the w e l l 

would i n e f f e c t have t o be r e s t r i c t e d . These r e s e r v o i r s , 

t h a t ' s how they s t a r t , t h a t ' s t h e i r i n i t i a l GORs. And as 

they produce, they a c t u a l l y have very high recovery f a c t o r s 

c a l c u l a t e d out a t almost 3 0 percent. So — and t y p i c a l l y 

t h a t ' s a very high recovery f a c t o r . 

So the evidence p r e t t y w e l l shows t h a t even a t 

4000-GOR l i m i t , we're producing these f i e l d s very 

e f f i c i e n t l y . 

Q. I n your opinion, i f the A p p l i c a t i o n i s approved, 

can you produce the subject w e l l a t these higher r a t e s 

w i t h o u t causing waste of hydrocarbons? 

A. Oh, yes, I t h i n k the data has d e f i n i t e l y shown 

t h a t . 

Q. W i l l approval of the A p p l i c a t i o n ctnd the approval 

of the higher producing rates impair the c o r r e l a t i v e r i g h t s 

of any operator? 

A. No, i t w i l l not. 
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Q. You've also asked t h a t the allowable be set 

r e t r o a c t i v e l y t o the date of f i r s t p r o d u c t i c n . 

A. Yes. 

Q. Why i s that? 

A. Well, during the MER t e s t i n g p e r i o d we have 

encountered overproduction, and based on 4 0 acres and 320-

barrel-per-day allowable, we'd b a s i c a l l y have t o shut the 

w e l l i n f o r an e n t i r e month or f i v e weeks. We would 

j u s t — We see no p o s i t i v e t h i n g t h a t could come of 

s h u t t i n g i n t h i s w e l l . 

Q. Would s h u t t i n g the w e l l i n prevent waste? 

A. No. 

Q. Would i t p r o t e c t c o r r e l a t i v e r i g h t s ? 

A. No. 

Q. W i l l any other i n t e r e s t owner be ci f f e c t e d by 

e s t a b l i s h i n g the allowable r e t r o a c t i v e l y t o the f i r s t 

p r o duction i n e a r l y March of t h i s year? 

A. No. 

Q. Mr. Catanach had questions of our geophysical 

witness concerning an a d d i t i o n a l zone present i n what we 

are now seeking t o be declared a new pool. You were 

present f o r t h a t testimony? 

A. Yes. 

Q. Can you respond t o t h a t question f o r the 

Examiner? 
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A. Yes, I can. On the Oak Lake "25" Number 1 we had 

a team of Barry Zinz, myself and Hal Crabbe, who's the 

completion engineer, and we looked over the shows and the 

log parameters and decided not t o produce the zone t h a t you 

mentioned, Mr. Examiner, at approximately 10,640 or so, -30 

t o -4 0. The log has no crossover, the neutron i s a l l above 

the d e n s i t y . And when I performed c a l c u l a t i o n s w i t h a two-

percent c u t o f f i t d i d n ' t a c t u a l l y make our p o r o s i t y c u t o f f , 

probably because of t h a t , we t r i e d t o stay w i t h the 

i n d i c a t e d p o r o s i t y . I t was such a large zone, and we put 

our p e r f o r a t i o n s only i n the areas t h a t we saw crossover. 

But because we were t r y i n g t o complete i n an over 

2 00-foot i n t e r v a l w i t h 2 0,000 ga l l o n s , we had t o be very 

s e l e c t i v e w i t h out p e r f o r a t i o n s t o ensure t h a t the a c i d 

treatment went i n each p e r f o r a t i o n . So at the time t h e r e 

was no thought process about staying out of t h a t ; i t j u s t 

d i d not appear t h a t i t was the q u a l i t y of peiy t h a t we 

wanted t o s t i m u l a t e . 

Q. Mr. Cate, were E x h i b i t s 6 and 7 prepared by you 

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

A. Yes. 

Q. Can you t e s t i f y as t o t h e i r accuracy? 

A. Yes, I can. 

Q. And they are accurate? 

A. Yes. 
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MR. CARR: At t h i s time we would move the 

admission i n t o evidence of E x h i b i t s 6 and 7. 

EXAMINER CATANACH: E x h i b i t s 6 and 7 w i l l be 

admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Cate. 

EXAMINER CATANACH: Mr. Bruce? 

MR. BRUCE: No questions. 

EXAMINER CATANACH: No questions? 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Cate, on your E x h i b i t Number 6 do you by any 

chance have any curr e n t bottomhole pressures f o r any of 

these o f f s e t Strawn pools? 

A. No, I don't. We only have a small i n t e r e s t i n 

the Anadarko w e l l , and I went through t h e i r f i l e a few days 

ago and d i d not see anything recent. We don't have an 

i n t e r e s t i n any of those other pools besides our Loco 

H i l l s , the gas, but we have not run anything on i t l a t e l y . 

Q. But several of these pools have produced f o r a 

number of years, so you would expect t h e i r bottomhole 

pressure t o be considerably lower? 

A. Oh, yes. Yes, s i r . I would a n t i c i p a t e — Well, 

f o r instance on the Cedar Lake Pool, i t ' s already produced 

318,000 b a r r e l s . I've got a pr o j e c t e d EUR of 479,000 
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b a r r e l s . So i t should be at maybe 1500 t o 2 000 pounds. I 

would say t h a t ' s c o r r e c t . 

And the same, a c t u a l l y the same w i t h the w e l l s i n 

the Cedar Lake North. They appear t o have produced a t 

l e a s t h a l f t h e i r reserves. 

So yeah, I would a n t i c i p a t e those r e s e r v o i r 

pressures t o be i n the range of 1500 pounds, maybe. 

Q. I guess i f you were comparing your s t r u c t u r e t o 

these other Strawn pools, would i t most c l o s e l y resemble 

the Lusk? 

A. Yes, I believe i t would. Yes, the Lusk Pool had 

several w e l l s i n i t t h a t have p e r f o r a t e d i n t e r v a l s of 100, 

12 0 f e e t . The average appeared t o me of around 4 0 f e e t , 

but i t does appear t h a t they d i d encounter some la r g e 

pinnacle-type accumulations, very s i m i l a r t o what we 

encountered. 

Q. Okay. I was a l i t t l e confused on your bottom 

p o r t i o n , your volumetric c a l c u l a t i o n . You d i d use — Was 

i t 6-percent p o r o s i t y i n the Cedar Lake and the Lusk — 

A. Yes. 

Q. — t o determine the net pay? 

A. Yes, I d i d . 

Q. But you said something — And you used 4.8 

percent? 

A. On our Oak Lake "25" w e l l , yes, because I 
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a c t u a l l y got a l o g analysis on t h i s w e l l . I d i d not use 

the hydrocarbon — the HDS log an a l y s i s on the Lusk f i e l d 

w e l l s . 

I d i d use j u s t a standard — I d i d do a l o g 

an a l y s i s using a cro s s p l o t p o r o s i t y o f f the l o g f o r the 

Cedar Lake w e l l s , and then applied t h a t same p o r o s i t y t o 

the Lusk and the same SW. I d i d do SW c a l c u l a t i o n s on the 

Cedar Lake Pool, and t h e i r average was approximately 80 

percent. I'm sorr y , t h a t should be S g a s. I t should be gas 

s a t u r a t i o n , not water. Water s a t u r a t i o n i s approximately 

2 0 percent. 

Q. I n your f i e l d , i n your well? 

A. No, i n the Cedar Lake and the Lusk. I missed the 

t i t l e i n the yellow — 

Q. Yeah. 

A. — the .8 should be the gas sa t u r - — or, s o r r y , 

the water s a t u r a t i o n should be 2 0 percent, not .8. I t 

should be .2 f o r both the Lusk and the Cedar Lake. 

And then our log analysis program on the Oak Lake 

25 a c t u a l l y gives us closer t o 70 — 25 percent, I'm so r r y , 

.25, f o r the water s a t u r a t i o n . 

Q. Okay. But you mentioned something about using 2-

percent p o r o s i t y i n the Oak Lake. 

A. That's the c u t o f f . That was our p o r o s i t y c u t o f f 

f o r what would be considered pay. 
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Q. Okay, so you've got 64 f e e t of pay i n your w e l l , 

w i t h p o r o s i t y a t l e a s t 4.8 percent; i s t h a t r i g h t ? 

A. P o r o s i t y a t l e a s t 2 percent. 

Q. At l e a s t 2 percent. 

A. Right. And then the average of t h a t — 

Q. — would be 4.8? 

A. — would be 4.8 percent, yes. 

Q. Now, d i d you say t h a t t h i s w e l l i s on a d e c l i n e 

t h a t ' s much steeper than the other f i e l d s ? 

A. Well, we don't have enough data. I s a i d t h a t t o 

a r r i v e a t 350,000 b a r r e l s — we only had, r e a l l y , about 

th r e e weeks of data t h a t -- and I t r i e d t o e y e b a l l a 

d e c l i n e r a t e , and i n doing t h a t , I a r r i v e d eit 350,000 

b a r r e l s . 

My p o i n t was t h a t t h a t i s a — the d e c l i n e r a t e 

t o achieve 350,000 b a r r e l s was almost 60 percent, and t h a t 

i s an u n t y p i c a l l y high decline r a t e f o r a l l these Strawn 

producers. And while I don't have the data, I b e l i e v e t h a t 

w e ' l l probably a c t u a l l y see the w e l l d e c l i n e a t a less e r 

r a t e than t h a t , which would r e s u l t i n a higher EUR and a 

higher drainage area. 

Q. Now, d i d you a c t u a l l y take the w e l l up t o 1120 

b a r r e l s a day, or the depth bracket allowable t h a t you're 

proposing? 

A. No, we d i d n ' t a c t u a l l y . I t h i n k the highest t h a t 
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we went t o on t h i s t e s t was 1036. Let's see here. I'm 

s o r r y , 1052, which was achieved on — i t would be A p r i l 

8th . And then again 4-29, we achieved t h a t 1036 b a r r e l s 

per day. 

We're r e a l l y asking f o r the 1120 b a r r e l s a day. 

I t was simply twice what the depth bracket allowable on 

160s would be. I t would be e a s i l y achievable, but j u s t — 

We would have t h a t allowable, and I would say we're 

probably going t o produce — We would l i k e t o be able t o 

produce the w e l l r e a l l y where i t ' s a t , around t h i s 1000 

b a r r e l s a day. The l i t t l e b i t of e x t r a would j u s t g i v e us 

some push and not t o overproduce, probably. 

Again, I r e a l l y believe the w e l l , based on the 

p r o d u c t i v i t y , could r e a l l y do 8000 b a r r e l s a day i f we 

wanted t o . 

Q. Hm. 

A. I t ' s q u i t e unique. 

Q. This w i l l be the only w e l l d r i l l e d t o the 

s t r u c t u r e , as f a r as you can t e l l a t t h i s p o i n t ? 

A. Yes, yes. We w i l l not d r i l l another w e l l on our 

160, I can say t h a t . 

Q. And your data, your cu r r e n t data, demonstrates 

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

A. Yes, i t sure does. 

Q. So your 350,000 b a r r e l s , t h a t ' s k i n d of a 
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conservative estimate on the EUR f o r the well? 

A. I bel i e v e i t i s , but again i t does match very 

w e l l the 126 acres t h a t would be p r e d i c t e d on a 350,000 

EUR, i t matches very w e l l what Mr. Siebens sees as the s i z e 

of the f e a t u r e on the seismic. 

EXAMINER CATANACH: Okay, t h a t ' s a l l the 

questions I have. 

MR. CARR: Mr. Catanach, t h a t concludes our 

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

EXAMINER CATANACH: Okay. Anything f u r t h e r , 

gentlemen? 

MR. BRUCE: No, s i r . 

EXAMINER CATANACH: Okay, there being nothing 

f u r t h e r i n t h i s case, Case 12,649 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

9:35 a.m.) 

* * * 
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