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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 , MICHAEL E. STOGNER, 

Hearing Examiner, on Thursday, December 6th, 2 001, a t the 

New Mexico Energy, Minerals and Nat u r a l Resources 

Department, 1220 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 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 

10:40 a.m.: 

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

order. At t h i s time I ' l l c a l l Case Number 12,776, which i s 

the A p p l i c a t i o n of OXY USA WTP Li m i t e d P a r t n e r s h i p f o r a 

discovery o i l allowable, pool c r e a t i o n and adoption of 

s p e c i a l r u l e s and r e g u l a t i o n s f o r the proposed West Upper 

Pennsylvanian Pool i n Eddy County, New Mexico. 

At t h i s time 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 . I'm 

appearing on behalf of the Ap p l i c a n t , and I have two 

witnesses t o be sworn. 

EXAMINER STOGNER: Are the r e any other 

appearances? 

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

please? 

(Thereupon, the witnesses were sworn.) 

EXAMINER STOGNER: Mr. Kell a h i n ? 

MR. KELLAHIN: Thank you, Mr. Examiner. 

We're going t o present a geologic p i c t u r e f o r you 

t h i s morning t o show what we be l i e v e t o be a separate 

accumulation of o i l . 

I n a d d i t i o n , we have engineering i n f o r m a t i o n on a 

p r e l i m i n a r y basis e a r l y i n the performance of the w e l l 
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which causes us t o bel i e v e t h a t 160 acres would be the 

i n i t i a l s t a r t i n g p o i n t f o r e s t a b l i s h i n g spacing f o r the o i l 

p r o d u c t i o n . 

We would l i k e t o have a p e r i o d of 18 months on a 

temporary basis i n which t o f u r t h e r produce t h i s w e l l , plus 

t o complete and produce another w e l l i n the v i c i n i t y and t o 

r e p o r t back t o you a t the end of t h a t p e r i o d as t o whether 

the a d d i t i o n a l production j u s t i f i e s the spacing. 

I n a d d i t i o n , I want t o a l e r t you t o two t h i n g s 

t h a t I have done. One, I have asked f o r a discovery o i l 

al l o w a b l e i n f i l i n g the A p p l i c a t i o n . My r e c o l l e c t i o n , 

however, i s t h a t the D i s t r i c t o f t e n handles t h a t process of 

assigning a discovery allowable t o the w e l l b o r e . We've 

done the c a l c u l a t i o n , we can show you what i t i s , and w e ' l l 

defer t o you t o t e l l us i f you want us t o do the d i s t r i c t 

process or i f — I t h i n k i t ' s Rule 509 i s the r u l e . 

I n a d d i t i o n , I have misnamed the suggested name. 

Again, w e ' l l defer t o the D i v i s i o n t o name the poo l . I 

have l e f t o f f the "Atoka" under the wrong assumption t h a t 

we were r e f e r r i n g t o the West Atoka Pool. I n f a c t , Atoka 

i s an i d e n t i f i e d area, and so i f you choose t o name the 

pool, I t h i n k i t should be the West Atoka-Upper Penn Pool. 

I t ' s a l i t t l e confusing because Atoka i n t h i s case does not 

r e f e r t o the formation. 

My f i r s t witness, Mr. Stogner, i s Mr. Tom Smith. 
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THOMAS R. SMITH, 

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. KELLAHIN: 

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

name and occupation? 

A. Thomas R. Smith, c o n s u l t i n g g e o l o g i s t f o r OXY 

USA. 

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

A. Midland, Texas. 

Q. Have you been employed by OXY as a c o n s u l t a n t t o 

prepare a geologic e v a l u a t i o n of the area around what they 

b e l i e v e t o be i s a new o i l discovery c a l l e d the Eagleburt 

w e l l ? 

A. Yes, s i r , I sure am. 

Q. Engelbert well? 

A. Engelbert, yes, s i r . 

Q. Are the dis p l a y s t h a t we're about t o see 

represent your work product? 

A. Yes, they do. 

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

g e o l o g i s t . 

EXAMINER STOGNER: Mr. Smith i s so q u a l i f i e d . 

And back t o your opening remarks, Mr. K e l l a h i n — 

STEVEN T. BRENNER, CCR 
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MR. KELLAHIN: Yes, sir. 
EXAMINER STOGNER: — u s u a l l y such discovery 

allowables are placed by the D i v i s i o n ' s g e o l o g i s t i n the 

nomenclature order. 

MR. KELLAHIN: Yes, s i r . 

EXAMINER STOGNER: And since t h i s i s e s s e n t i a l l y 

going t o s u b s t i t u t e f o r t h a t , I t h i n k i t w i l l be 

app r o p r i a t e t o include i t i n t h i s p o i n t , as opposed t o some 

other k i n d of mode. 

MR. KELLAHIN: A l l r i g h t , s i r , w e ' l l proceed i n 

t h a t f a s h i o n . Thank you. 

Q. (By Mr. K e l l a h i n ) Mr. Smith, l e t me ask you t o 

t u r n your a t t e n t i o n t o what we've marked as Oxy E x h i b i t 

Number 1. Would you i d e n t i f y what we're l o o k i n g at? 

A. Yes, t h i s i s the Upper Pennsylvanian (Cisco) 

s t r u c t u r e map. 

Q. Before we t a l k about the s t r u c t u r a l conclusions 

you've reached about the Cisco s t r u c t u r e , help us l o c a t e 

where the Engelbert Number 1 w e l l i s . 

A. Okay, the Engelbert Number 1 i s h i g h l i g h t e d i n 

y e l l o w . I t ' s located i n the southeast q u a r t e r of Section 

15, Township 18 South, 2 5 East, of Eddy County. We're 

approximately s i x miles south of A r t e s i a . 

Q. I r e f e r r e d i n my opening comments t o the Atoka 

being i d e n t i f i e d i n t h i s area w i t h something other than a 
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for m a t i o n . 

A. Right. 

Q. Where i s the "Atoka"? 

A. The l i t t l e town of Atoka i s — Oh, i t looks l i k e 

i t ' s about f o u r miles t o the east, and t h a t ' s a c t u a l l y the 

l i t t l e town f o r which the formation i s named. So i n t h i s 

area we have a l o t of reference t o "Atoka", but i t ' s i n 

reference t o the town, naming some of the f i e l d s and the 

pools i n the area f o r the town. 

Q. When we look a t s t r u c t u r e , i s s t r u c t u r e going t o 

be s i g n i f i c a n t t o you as a g e o l o g i s t i n whether or not you 

have a separate hydrocarbon accumulation t h a t ' s d i s t i n c t 

from any other accumulation i n the Cisco? 

A. S t r u c t u r e plays no r o l e whatsoever i n the 

accumulation of any of these Permo-Penn f i e l d s i n the area. 

Everything i n here i s s t r a t i g r a p h i c a l l y trapped. 

Q. Okay. 

A. So a l l you r e a l l y see from the s t r u c t u r e map i s 

j u s t southeast r e g i o n a l d i p , and I j u s t wanted t o p o i n t out 

t h a t there's no r e a l i n f l u e n c e of s t r u c t u r e whatsoever. 

Q. Let's t u r n t o E x h i b i t Number 2 so we can see i n a 

r e g i o n a l sense how t h i s proposed pool i s lo c a t e d i n 

r e l a t i o n t o other Pennsylvanian pools. Again, d i d you 

prepare E x h i b i t Number 2? 

A. Yes, I d i d . And i n t h i s approximate six-township 
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area what I've done i n here i s h i g h l i g h t a l l of t h e Permo-

Penn pools i n the area, and Permo-Penn being d e f i n e d as 

Wolfcamp, Cisco or Canyon. So anything i n those t h r e e 

i n t e r v a l s designated Permo-Penn i s shown on t h i s p a r t i c u l a r 

p l a t . 

And f o r the most p a r t , other than one f i e l d , a l l 

we're l o o k i n g a t here are gas f i e l d s . There's only one 

other pool i n the area t h a t ' s an o i l p o o l , and t h a t ' s the 

Penasco Draw Wolfcamp down i n Section 34. 

Q. Now, t h a t ' s shaded i n the green? 

A. That's shaded i n green. Everything i n red i s 

gas. So we're i n s o r t of a unique s i t u a t i o n where we've 

got a l l of t h i s gas production i n the upper Penn i n 

p a r t i c u l a r . A l l the upper Penn i s e x c l u s i v e l y gas, however 

we have one Wolfcamp here which i s p a r t of the Permo-Penn, 

which i s an o i l pool. 

But we have a zone up here i n the Cisco, what I 

c a l l the Cisco "C" zone, and t h i s i s an o i l zone. So we're 

i n a unique s i t u a t i o n here. 

Q. Help me f i n d where I am. Where i s North Dagger 

Draw? 

A. North Dagger Draw i s j u s t o f f the map t o the 

south i n 19 South, 2 5 East. 

Q. Okay, so we're n o r t h of North Dagger Draw? 

A. That's c o r r e c t . 
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Q. When we look a t the gas pool t o the east of the 

southeast of 5, p r i n c i p a l l y i n Section 14, you've got a 

l a b e l associated w i t h t h a t gas pool. What's t h a t c a l l e d ? 

A. That's Atoka West-Penn Gas Pool. 

Q. Your research i n d i c a t e s t h a t the gas pools i n 

t h i s i n t e r v a l are a l l on statewide 320 gas spacing? 

A. A l l of the gas i s on statewide 320-acre spacing, 

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

Q. With the exception, then, of — That's the gas, 

and the only o i l production i s f u r t h e r south t o you i n t h i s 

Penasco Draw-Wolfcamp O i l Pool? 

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

Q. Okay. 

A. — and i n t h a t pool t h e r e were s p e c i a l r u l e s of 

160 acres granted i n i t i a l l y . 

Q. You've got a l i n e of cr o s s - s e c t i o n d i s p l a y e d on 

E x h i b i t Number 2, Mr. Smith? 

A. Yes, s i r . 

Q. Why have you chosen these p a r t i c u l a r w e l l s t o put 

on your cross-section? 

A. I j u s t wanted t o take a r e p r e s e n t a t i v e w e l l from 

each of these pools t o show you j u s t where or Cisco "C" 

zone l i e s i n r e l a t i o n s h i p t o the other producing zones i n 

the area and t o demonstrate the v e r t i c a l s e p a r a t i o n t h a t we 

have, and the i s o l a t i o n of t h i s zone from a l l of the other 

STEVEN T. BRENNER, CCR 
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f i e l d s i n the area. 

Q. Because s t r u c t u r e i s not a f a c t o r , you would have 

done t h a t on a s t r a t i g r a p h i c cross-section? 

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

Q. Let's look at t h a t e x h i b i t . I t ' s Number 3? 

A. Yes, s i r . 

Q. Give us a moment t o u n f o l d the d i s p l a y , and then 

w e ' l l t a l k about i t . 

A. Okay. 

Q. Let's f i n d the Engelbert w e l l . I t ' s the second 

from the l e f t ? 

A. Yes, s i r , second from the l e f t on the cross-

s e c t i o n . 

Q. Let's f i r s t of a l l work i n a v e r t i c a l sense — 

A. Okay. 

Q. -- then w e ' l l go i n a h o r i z o n a l sense. 

A. Okay. 

Q. I f we go i n a v e r t i c a l sense, show me the top and 

the bottom of what you're c a l l i n g t h i s Cisco pay i n t e r v a l . 

That i s shaded i n green on your l o g on t h i s cross-section? 

A. Yes, s i r , i t sure i s . 

Q. A l l r i g h t . Show me the top and the bottom of 

t h a t . 

A. So we're t a l k i n g about a top of 7100 f e e t , down 

t o 7202, something l i k e t h a t . 

STEVEN T. BRENNER, CCR 
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Q. That represents the green-shaded area? 

A. Yes, i t does. That's our Cisco "C" i n t e r v a l , 

t o t a l i n t e r v a l . 

Q. Why have you shaded i n green? What does t h a t 

represent? 

A. That represents j u s t an o i l accumulation. 

Q. I t i s p e r f o r a t e d i n the lower p o r t i o n of t h a t 

green-shaded area? 

A. Yes, s i r . 

Q. And why was t h a t done i n t h a t fashion? 

A. This i s the only apparent p o r o s i t y t h a t we had 

through the zone, and t h i s i s where we had our best 

d r i l l i n g break. So having — This w e l l was d r i l l e d t o the 

Morrow, having nothing i n the lower zones, t h i s was our 

o r i g i n a l zone of completion. So we went t o what we thought 

was the best p o r o s i t y t h a t we could f i n d i n t h i s zone, and 

t h a t i n and of i t s e l f i s f a i r l y low. We're t a l k i n g an 

average of 4 1/2 percent. 

Q. You're using what c u t o f f , p o r o s i t y c u t o f f , t o get 

an average of 4 1/2 percent? I s there a net component t o 

t h i s ? 

A. We'll be loo k i n g a t an isopach i n a moment where 

I've t r i e d t o make a net, the p o r o s i t y map f o r the f i e l d , 

and I've used a 3-percent c u t o f f because we're d e a l i n g w i t h 

such low-order p o r o s i t i e s i n here. 
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Q. The issue f o r you i s , from a r e g u l a t o r y 

s t a n d p o i n t , do you recommend t h a t the D i v i s i o n assign a 

v e r t i c a l l i m i t t o t h i s pool i n r e l a t i o n t o t h i s o i l 

accumulation? And i f so, what should t h a t l i m i t be? 

A. Yes, we're t a l k i n g about using the l i m i t s of the 

upper Pennsylvanian, which would be 6665 t o 7900 f e e t , 

i n c l u d i n g a l l of the upper Pennsylvanian. 

Q. A l l r i g h t , so t h a t would correspond t o the black 

h o r i z o n t a l l i n e on the cross-section above the green where 

you've captioned i t Cisco/Canyon? 

A. That's c o r r e c t , t h a t ' s the top of the 

Cisco/Canyon. 

Q. That's your recommended top? 

A. Yes, s i r . 

Q. And where i s the recommended base of th e pool? 

A. Down t o the top of the Strawn or the base of the 

Cisco/Canyon, which i s the 7900 f e e t . 

Q. Are those r e a d i l y i d e n t i f i a b l e g eologic 

markers — 

A. Yes. 

Q. — where you and other g e o l o g i s t s would have a 

reasonable o p p o r t u n i t y f o r agreement? 

A. Yes, they are. 

Q. How hard i s i t t o pi c k t h i s p a r t i c u l a r pay 

i n t e r v a l ? 

STEVEN T. BRENNER, CCR 
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A. I n t h i s immediate area of the Engelbert, i t ' s 

r e l a t i v e l y easy. But outside of t h i s area -- we have i t 

d e f i n e d as about 7 00 acres — outside of t h a t area, i t ' s 

very d i f f i c u l t . For the most p a r t i t ' s a shale. 

Q. Do you see any need a t t h i s time t o t r y t o 

s p e c i f i c a l l y t a r g e t the v e r t i c a l l i m i t s f o r t h e Engelbert 

w e l l t o something less than what you describe t o be the 

Cisco/Canyon-Upper Pennsylvanian i n t e r v a l here? 

A. No, s i r . 

Q. Okay. Let's go i n a h o r i z o n t a l sense. Do you 

b e l i e v e t h a t t h i s o i l accumulation i s a separate and 

d i s t i n c t common source of supply from any other f o r m a t i o n 

t h a t ' s c u r r e n t l y being produced i n the area? 

A. Yes, s i r . 

Q. How do you reach t h a t opinion? 

A. This zone i s not present i n any of these f i e l d s 

t h a t are shown on the f i e l d maps t h a t I've produced. That 

zone does not produce anywhere, and t h i s i s the only o i l 

accumulation i n the upper Pennsylvanian. Everything else 

i s gas. So t h a t too i s another p o i n t t h a t t h i s i s a 

separate common source of supply. 

Q. What's the l i t h o l o g y of t h i s i n t e r v a l t h a t ' s 

being produced i n the Engelbert well? 

A. This i s a l l limestone. 

Q. So i t ' s a carbonate r e s e r v o i r ? 

STEVEN T. BRENNER, CCR 
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A. Yes, s i r . 

Q. Okay. You said you prepared an isopach t o t r y t o 

g i v e us a sense of the size and the shape of the pool? 

A. Yes, s i r . 

Q. Let's t u r n t o t h a t e x h i b i t . I t ' s E x h i b i t Number 

4. Would you i d e n t i f y E x h i b i t Number 4 f o r us, Mr. Smith? 

A. Yes, t h i s i s our net p o r o s i t y map of the "C" 

zone, which i s the pay zone i n the Engelbert w e l l . And i n 

t h e r e you can see t h a t we've assigned 14 f e e t of net pay or 

net p o r o s i t y t o the Engelbert w e l l . 

Q. Am I lo o k i n g on t h i s d i s p l a y a t anything other 

than w e l l s t h a t have penetrated t o or through t h i s pay 

i n t e r v a l ? 

A. Every w e l l on here has penetrated t h a t i n t e r v a l . 

Q. How would you describe or c h a r a c t e r i z e the number 

of w e l l s t h a t you have i n order t o give you a reasonable 

p r o b a b i l i t y of determining the s i z e , shape and o r i e n t a t i o n 

of the pool? 

A. We have four a c t u a l p e n e t r a t i o n s of t h i s 

p a r t i c u l a r zone, and t h a t r i g h t t h e r e gives us what I f e e l 

i s a very good handle on the size and c o n f i g u r a t i o n of t h i s 

r e s e r v o i r . 

Q. A l l r i g h t , s t a r t i n g i n the southwest q u a r t e r of 

10, t o the n o r t h , take us counterclockwise around your zero 

l i n e and t e l l us how you got t h a t zero l i n e . 
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A. That zero line represents actually a shale line. 

You go from carbonate out t o shale. So when you see a zero 

on these w e l l s , you're a c t u a l l y d e a l i n g w i t h no carbonate 

m a t e r i a l a t a l l , a hundred percent shale. So i n the case 

of the zero, you're looking a t no carbonate m a t e r i a l a t 

a l l . 

Q. And you would have w e l l c o n t r o l , then, i n the 

southwest q u a r t e r of 10, you have another one i n the 

southeast of 9, and c o n t i n u i n g on around the zero l i n e ? 

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

Q. Okay. Wi t h i n the zero l i n e , then, you have 

another l i n e of cross-section marked B-B'? 

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

Q. B' i s the Engelbert well? 

A. Yes, s i r . 

Q. A l l r i g h t , we've t a l k e d about t h a t one. Move t o 

the center w e l l , which i s c a l l e d the OXY Swinger Number 1. 

A. Yes, s i r . 

Q. What's the s t a t u s of t h a t w e l l ? 

A. That w e l l i s w a i t i n g on completion. 

Q. Do you have a log on t h a t w e l l ? 

A. Yes, s i r . 

Q. And what does i t t e l l you, Mr. Smith? 

A. We see t h a t the zone i s present i n the Cisco "C" 

zone, which i s the pay zone i n the Engelbert w e l l , and we 
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see a s i m i l a r order of magnitude as f a r as the p o r o s i t y i s 

concerned, very low order p o r o s i t y . But we see an o v e r a l l 

clean, t h i c k zone developed i n the Swinger w e l l . 

Q. A l l r i g h t , l e t ' s do t h a t , l e t ' s show Mr. Stogner 

the p o r t i o n of the l o g t h a t ' s — f o r the Swinger w e l l . I f 

y o u ' l l t u r n t o E x h i b i t Number 5, l e t ' s take a moment and 

u n f o l d t h a t t h r e e - w e l l cross-section. Describe f o r us on 

E x h i b i t 5, Mr. Smith, what you see on the l o g f o r the 

Swinger w e l l i n t h i s i n t e r v a l . 

A. You can see the Swinger l e v e l — a t the Swinger 

i n t e r v a l , color-coded i n green we have a n i c e , clean 

development of limestone. And again, you can see t h a t the 

p o r o s i t y i s , you know, maximum 4 percent here. So again 

we're l o o k i n g a t very low p o r o s i t y . 

What we d i d see on the dual l a t e r a l l o g , however, 

i s a very nice invasion p r o f i l e , i n d i c a t i n g very n i c e 

p e r m e a b i l i t y i n t h i s zone. And t h i s p e r m e a b i l i t y i s seen 

throughout the zone. So there's approximately 60 f e e t of 

what we consider good perm i n the Swinger w e l l . 

However, i n the Engelbert w e l l , we als o see t h i s 

very good inva s i o n p r o f i l e i n d i c a t i n g p e r m e a b i l i t y , but 

i t ' s only developed opposite where we p e r f o r a t e d the w e l l . 

So we f e e l l i k e i n the case of the Swinger we 

have found the zone, and i t ' s going t o be p r o d u c t i v e from 

what may end up being a c t u a l l y a b e t t e r - l o o k i n g i n t e r v a l , 
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b e t t e r zone. 

Q. My question f o r you i s whether you're s a t i s f i e d 

as a g e o l o g i s t t h a t there i s s u f f i c i e n t c o n t i n u i t y of the 

pay i n t e r v a l o p p o r t u n i t y i n the Swinger w e l l t h a t you see 

i n the Engelbert w e l l . 

A. I'm very s a t i s f i e d . 

Q. Okay. 

A. There's d e f i n i t e c o r r e l a t i o n . 

Q. Take us now t o the Yates Tumbleweed w e l l and see 

i f you can extend the r e s e r v o i r up t o the northwest. 

A. The zone i s present i n the Yates Number 1 

Tumbleweed "QM", and t h i s w e l l , a c t u a l l y o r i g i n a l l y a 

Morrow producer, was d r i l l e d i n the 1980s, and the Morrow 

was depleted. And before abandoning t h i s w e l l b o r e , Yates 

chose t o come back and t e s t t h i s zone. 

Now, they p e r f o r a t e d an i n t e r v a l from 7 058 t o 

7064 and gave i t a s i m i l a r a c i d job t o what we gave the 

Engelbert, t h a t being 15,000 ga l l o n s of 15-percent. And 

the only i n f o r m a t i o n t h a t we have i s t h a t they swabbed on 

t h i s w e l l f o r two days, and a l l the d i d was recover load. 

And t h a t ' s what the C-103s r e p o r t . So we don't have any 

f e e l f o r f l u i d recovery, any gauges, any f l o w r a t e s or 

anything on t h i s w e l l . I t appears t h a t they d i d n ' t have 

much success w i t h the zone. 

However, when you look a t the p o r o s i t y i n t h i s 
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zone, you can see t h a t i t ' s b e t t e r developed than we see i n 

e i t h e r the Swinger or the Engelbert. So we f e e l l i k e f o r 

some reason — and we have a p r e t t y good s u s p i c i o n what may 

have happened here i s , mechanically they had a problem w i t h 

t h i s zone. 

Q. Let me ask you what OXY's e x p l o r a t i o n s t r a t e g y 

was. Was the Engelbert w e l l o r i g i n a l l y intended t o be a 

Cisco o i l o b j e c t i v e ? 

A. No, s i r , i t was — 

Q. What was i t s o r i g i n a l t a r g e t ? 

A. Morrow. 

Q. So t h a t was the primary o b j e c t i v e ? 

A. Yes, s i r . 

Q. And what happened i n the Morrow? 

A. Found no sand, so — And i n f a c t , we found 

no t h i n g i n any of the lower Pennsylvanian zones, so t h i s 

was the only hope t h a t we had f o r t h i s w e l l b o r e . 

Q. A l l r i g h t . Now, the Swinger w e l l has been 

d r i l l e d too now? 

A. Yes, s i r . 

Q. Was i t d r i l l e d below the Cisco? 

A. Yes, i t too went t o the Morrow --

Q. With what r e s u l t s ? 

A. — and found nothing i n the Atoka or Morrow. So 

again, we're back t o — our i n i t i a l completion i n the 
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Swinger w i l l be f o r the Cisco zone. 

Q. Have you s a t i s f i e d y o u r s e l f as a g e o l o g i s t , Mr. 

Smith, t h a t you have a defined separate source of supply 

here i n t h i s Cisco o i l i n t e r v a l ? 

A. Yes, I'm very comfortable w i t h t h a t . 

Q. And t h a t you're v e r t i c a l l y separated from other 

pools? 

A. Yes, s i r . 

Q. And t h a t you're h o r i z o n t a l l y separated from other 

pools? 

A. Yes, s i r . 

Q. The average p o r o s i t y t h a t you're a n t i c i p a t i n g f o r 

the p o o l , I t h i n k , was about 4 1/2 percent? 

A. Yes, s i r . 

Q. Do you see any r e s e r v o i r or geologic 

c h a r a c t e r i s t i c s t h a t would enhance the o p p o r t u n i t y f o r 

these w e l l s t o d r a i n more than what you might expect on a 

40-acre basis? I'm asking you t h a t as a g e o l o g i s t and not 

an engineer. 

A. Yes. 

Q. I s there any f r a c t u r i n g , anything w i t h i n the o i l 

f o r m a t i o n , as a g e o l o g i s t , t h a t would lend support f o r 

wider spacing than the standard d e f a u l t 40 acres? 

A. On the s t r e n g t h of the f l o w i n g t e s t t h a t we've 

had on t h i s w e l l , t h a t being over 400 b a r r e l s a day on the 
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l a s t t e s t , there's obviously got t o be some s o r t of 

secondary enhancement involved i n t h i s zone. We were q u i t e 

s u r p r i s e d by what we saw, the r e s u l t s of t h i s Engelbert 

w e l l . 

Q. G e o l o g i c a l l y , do you f r a c t u r e these w e l l s or t h i s 

f o r m a t i o n i n these wells? 

A. Usually when i t ' s t h i s t i g h t you've got t o do 

some form of s t i m u l a t i o n , e i t h e r b i g a c i d jobs or maybe 

even a f r a c . 

Q. What was done on the Engelbert w e l l ? 

A. We have i t a — 19,000 ga l l o n s of g e l l e d a c i d , 

and i t broke down n i c e l y and we s t a r t e d r e c o v e r i n g o i l 

immediately. 

Q. Do you see any geologic reason not t o i n i t i a l l y 

develop t h i s p o t e n t i a l resource on 160-acre o i l spacing? 

A. I t h i n k i t needs t o be developed on 160 acres. 

Anything less j u s t looks l i k e i t ' s — 

Q. Would you create the o p p o r t u n i t y , then, t o have 

d r i l l e d too many wells? 

A. Yes. I t h i n k Oxy's stance would be t o e r r on the 

side of fewer w e l l s than too many w e l l s and end up w i t h a 

p o t e n t i a l economic loss here. 

MR. KELLAHIN: That concludes my examination of 

Mr. Smith, Mr. Stogner. 

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 
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through 5. 

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

admitted i n t o evidence a t t h i s time. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Smith, i n r e f e r r i n g t o E x h i b i t Number 4, and 

f o r t h a t matter E x h i b i t Number 2, s o r t of to g e t h e r , what i s 

the d e p o s i t i o n a l environment of the Cisco/Canyon i n t h i s 

area? 

A. Everything i n the Cisco/Canyon i s b a s i c a l l y 

t r e n d i n g i n a northeast-southwest f a s h i o n , and you have 

o s c i l l a t i n g shelves t h a t are going back and f o r t h across 

the area i n a north-south fashion, more or l e s s . But you 

have a l l these d i f f e r e n t shelves t h a t are t r a v e r s i n g the 

area i n a northeast-southwest fashion. So i n those 

d i f f e r e n t shelves you get these d i f f e r e n t b u ildups or these 

d e b r i s flows, and these debris flows — and the Engelbert 

may be one of those, but appears t o run normal t o these 

basic northeast-southwest trends. This one a c t u a l l y looks 

l i k e i t ' s running northwest-southeast. And i t may e x p l a i n 

why t h i s i s an o i l zone and ever y t h i n g else out here tends 

t o be gas. 

Q. Okay. Now, when I look a t the small s t r u c t u r e 

here on E x h i b i t Number 4, t h i s i s a carbonate, again, your 

carbonate s t r u c t u r e out th e r e , as you — of course, you 
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s a i d there's no s t r u c t u r e out here; i s t h a t c o r r e c t ? 

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

Q. So how would you i d e n t i f y t h i s l i t t l e pod? 

A. This again, I t h i n k , i s a l i t t l e d e b r i s f l o w . 

I t ' s k i n d of running normal t o the s t r i k e of the shelves i n 

here. I t ' s showing t h a t there's some downcutting i n t o the 

lower formations, which again i s supporting the f a c t t h a t 

t h i s i s probably a d e t r i t a l type of s i t u a t i o n and not a 

bui l d u p of some organic carbonate m a t e r i a l . 

And you can see the o v e r a l l zone i s r e l a t i v e l y 

t h i c k . When you have t o b o i l i t down t o these net p o r o s i t y 

numbers, you know, then you get down t o some t h i n values. 

But the o v e r a l l zone i s — You know, we've got 60 f e e t of 

i t i n the Swinger w e l l which, again, you know i s very 

clean, and t h a t i s a key t o r e s e r v o i r development i n 

carbonates, t o have a good clean s e c t i o n of carbonate. 

And by the way, we w i l l — i n the Swinger w e ' l l 

probably end up p e r f o r a t i n g the e n t i r e zone. 

Q. When you say the e n t i r e zone i n t h a t Swinger 

w e l l , you're t a l k i n g about what's depicted i n green — 

A. Yes, s i r . 

Q. — i n E x h i b i t Number 5? 

A. Yes, s i r . 

Q. And how w i l l t h i s be stimulated? Was the 

Engelbert stimulated? W i l l t h i s be s t i m u l a t e d i n the same 
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manner? 

A. Yes, s i r , more than l i k e l y . 

Q. And how was t h a t stimulated? 

A. The Engelbert was given 19,000 g a l l o n s of g e l l e d 

a c i d w i t h some C02. 

Q. I n your review of t h i s area when you were 

pre p a r i n g your g e o l o g i c a l i n f o r m a t i o n , d i d you take a look 

a t t he w e l l immediately t o the east i n Section 14? 

A. Yes, s i r . 

Q. And what zone i s t h a t producing? How high up on 

s t r u c t u r e — or low, I should say? 

A. I t ' s a c t u a l l y up i n the upper p a r t of the Cisco. 

I t ' s i n what I would c a l l the Cisco "A" zone, which i s 

a c t u a l l y what the Eagle Creek f i e l d i s producing from on 

the c r o s s - s e c t i o n . 

Q. But i t ' s not an extension of t h a t Eagle Creek? 

A. No, s i r , i t ' s a separate pod. 

Q. But i t would equate t o the same type as you're 

showing here — 

A. Yes, s i r . 

Q. — on the cross-section? 

A. Yes, i t ' s the same s t r a t i g r a p h i c i n t e r v a l . 

Q. Now, your e v a l u a t i o n of the two Swinger and 

Engelbert logs, do you see any p o t e n t i a l of gaseous 

i n t e r v a l s , e i t h e r above or below, w i t h i n t he Cisco/Canyon 
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formation? 

A. No, s i r , we r e a l l y can't d i s t i n g u i s h anything of 

t h a t nature. We are moving updip, and I d i d put the subsea 

on the c r o s s - s e c t i o n , and you can see we're j u s t r e g i o n a l l y 

moving updip from the Engelbert t o the Swinger, up t o the 

Yates w e l l . So i t could be a p o s s i b i l i t y , but I r e a l l y 

don't t h i n k so. I t h i n k i t w i l l a l l be o i l . 

Now, the Yates w e l l had a parted-casing problem 

and had t o address t h a t issue before they could p l u g t h i s 

w e l l . So whether t h a t was a f a c t o r i n the completion i n 

t h i s zone, I can't say f o r sure, but they d i d have parte d 

casing t o address before t h i s w e l l could be plugged. So 

t h a t may have been a f a c t o r i n not e s t a b l i s h i n g commercial 

p r o d u c t i o n from t h a t zone. 

Q. And when d i d t h a t Tumbleweed, the Yates 

Tumbleweed w e l l — what age, how long ago was i t d r i l l e d , 

how long ago was i t plugged and abandoned? 

A. I t was d r i l l e d i n 1982, i t was plugged back t o 

t h i s Cisco "C" zone i n 1992. And i t was abandoned i n 1996. 

Q. Did i t produce any o i l from t h a t p e r f ? 

A. No, s i r . Again, we — you know, from t h e records 

f i l e d w i t h the D i v i s i o n , the only t h i n g they r e p o r t e d i s 

they swabbed i t and recovered load. But o b v i o u s l y they had 

some i n d i c a t i o n t o t e s t the zone before they abandoned the 

w e l l , so there was something there t h a t they f e l t was 
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worthwhile. 

Q. I s the r e any d i s t i n g u i s h i n g — or anything t o 

d i s t i n g u i s h between the Cisco and the Canyon formations i n 

the upper Pennsylvanian out here, or do the g e o l o g i s t s look 

a t t h a t as being one and the same i n t h i s p a r t i c u l a r area? 

A. For the most p a r t — Most g e o l o g i s t s look a t i t 

as one and the same, however there are some t h a t do t r y t o 

break i t out. But i t i s f o r the most p a r t t r e a t e d as a 

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

Q. When you get over t o the mountains t o the west, 

i s i t d e f i n i t e l y two d i s t i n c t i n t e r v a l s i n the outcrop, or 

away from i t i n t h a t p a r t i c u l a r area? 

A. An outcrop, yes, i t i s very d i s t i n g u i s h a b l e , yes. 

I n the Sacramento mountains, there are some b e a u t i f u l , 

d i s t i n g u i s h a b l e features of the Cisco and Canyon. 

Q. What was the d i f f e r e n t d e p o s i t i o n a l environments 

between the Cisco and the Canyon? 

A. Well, r e a l l y , there's not — This was b a s i c a l l y a 

s h e l f t h a t was moving back and f o r t h across the area i n a 

no r t h - t o - s o u t h fashion, and the s h e l f i t s e l f was running — 

the s t r i k e was b a s i c a l l y northeast-southwest, and i t would 

move back and f o r t h across the area. 

And of course, the prime example of the best 

development of r e s e r v o i r i s Dagger Draw and I n d i a n Basin. 

But t h e r e you have some d o l o m i t i z a t i o n which created some 
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tremendous r e s e r v o i r . We don't see t h a t here. 

Q. Do you see i t any f u r t h e r north? 

A. Dol o m i t i z a t i o n ? 

Q. Yeah. 

A. No. I n f a c t , a l l of these f i e l d are limestone, 

and f o r the most p a r t a l l of t h i s gas i s very t i g h t gas, 

very t i g h t . And so p e r m e a b i l i t i e s as you get back here are 

r e a l l y diminished. So t h i s i s why t h i s Engelbert i s so 

g l a r i n g . You know, we've got a p e r m e a b i l i t y here t h a t ' s — 

t o o i l , even, t h a t ' s very anomalous, because a l l these gas 

zones are very, very t i g h t . 

Q. Was the Swinger — Did OXY commence d r i l l i n g the 

Swinger w e l l p r i o r t o the Engelbert p e r f o r a t i n g t h i s zone 

and d i s c o v e r i n g the o i l , or how f a r down was the Swinger 

w e l l before --

A. The Swinger w e l l was a c t u a l l y spud on th e 22nd of 

October, and the Engelbert was TD'd i n August. August 3rd 

i s when i t was TD'd. 

Q. Now, t h a t was TD'd down t o the Morrow? 

A. Yes, s i r . And i t was completed, I t h i n k , around 

the 2 2nd, the 22nd or — of August. 

Q. Okay. Now, how about these p e r f o r a t i o n s w i t h i n 

the Cisco, the discovery p e r f o r a t i o n s ? When d i d t h a t 

occur? 

A. That was t h a t August 2 2nd date, Mr. Examiner — 
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23rd. 

EXAMINER STOGNER: Okay, I'm sure your next 

witness w i l l probably go i n t o more d e t a i l on the 

pro d u c t i o n — 

MR. KELLAHIN: Yes, s i r . 

EXAMINER STOGNER: — c h a r a c t e r i s t i c s of t h a t . 

MR. KELLAHIN: Yes, s i r . 

EXAMINER STOGNER: Thank you f o r t h a t preview, 

Mr. Smith, as f a r as what your next witness i s going t o 

say. 

MR. KELLAHIN: You can leave those t h e r e , Tom. 

THE WITNESS: Okay. 

Q. (By Examiner Stogner) I have one other — I'm 

curious about the w e l l i n Section 9, the one i n the f a r 

southeast southeast corner — 

A. Yes, s i r . 

Q. — because you include — you show t e n f o o t — 

A. Yes, s i r . 

Q. — i n t h a t p a r t i c u l a r i n t e r v a l , but i t ' s not 

p e r f o r a t e d . Who operates i t , what's the — 

A. That i s an OXY w e l l , t h a t ' s the OXY Number 1 

Green Bean, yes, s i r , and the zone r e a l l y looks b e t t e r i n 

t h a t w e l l than any w e l l along the t r e n d . That, you can see 

some p o r o s i t y development, and there's t e n f e e t of i t . 

Q. Okay. Now, i s t h i s w e l l c u r r e n t l y producing i n 
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the Morrow or — 

A. Yes, s i r , i t i s . 

Q. How o l d i s t h a t well? 

A. I t ' s a f a i r l y new w e l l . That's — Maybe a year 

o l d . But we consider t h a t a behind-pipe zone f o r t h a t 

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

Q. And you're showing t h r e e f e e t i n the — I assume 

t h a t ' s a Yates w e l l or a Nearburg w e l l i n Section 16? 

A. I t ' s a Yates w e l l , yes, s i r . There's j u s t a 

smidgeon of the zone t h a t developed t h e r e . 

Q. Do you know what t h a t w e l l i s c u r r e n t l y 

producing? 

A. That too i s a Morrow w e l l , yes, s i r . I t ' s the 

Yates Tumbledink Well Number 1. 

Q. Tumble-what? 

A. Tumbledink. 

Q. Okay, you might want t o give a s p e l l i n g t o the 

co u r t r e p o r t e r afterwards. 

A. Okay. 

EXAMINER STOGNER: Well, I have no other 

questions of Mr. Smith, you may excused — 

THE WITNESS: Thank you. 

EXAMINER STOGNER: — unless you have anything 

e l s e , Mr. Kellahin? 

MR. KELLAHIN: No, s i r . 
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EXAMINER STOGNER: Okay. 

GARY WOMACK, 

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. KELLAHIN: 

Q. A l l r i g h t , s i r , f o r the record would you please 

s t a t e your name and occupation? 

A. Gary Womack, petroleum engineer f o r OXY Permian 

i n Midland, Texas. 

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

as a petroleum engineer before the D i v i s i o n ? 

A. Yes, I have. 

Q. As p a r t of your d u t i e s f o r OXY, have you s t u d i e d 

the t e s t i n g and the performance of the Engelbert Number 1 

wel l ? 

A. Yes. 

Q. What are your general r e s p o n s i b i l i t i e s f o r OXY? 

A. Operations engineer, southeastern New Mexico. 

Q. Would your a c t i v i t y i n c l u d e , then, determining 

the p r o d u c t i v i t y of the Engelbert well? 

A. Yes, i t would. 

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

petroleum engineer. 

EXAMINER STOGNER: Mr. Womack i s so q u a l i f i e d . 
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Q. (By Mr. K e l l a h i n ) Let's t a l k a l i t t l e b i t about 

the w e l l . Mr. Smith t o l d us i t had been d r i l l e d o r i g i n a l l y 

as a Morrow t e s t , but t h a t was unsuccessful. OXY came back 

up and has made an o i l w e l l i n the Cisco formation? You're 

f a m i l i a r w i t h a l l t h a t process? 

A. Yes, I am. 

Q. Give us a short summary of the h i s t o r y of the 

w e l l . 

A. I t was indeed d r i l l e d t o a depth of approximately 

8900 f e e t i n the Morrow formation. There was no sands t o 

complete i n , Morrow sands, so the Cisco/Canyon zone was 

i d e n t i f i e d by l o g an a l y s i s and i t was indeed p e r f o r a t e d a t 

the depths of 7174 t o 7194, a t two shots per f o o t , and then 

s t i m u l a t e d w i t h a 20-percent a c i d , g e l l e d a c i d , w i t h C02 

foam. 

Q. Have you run any type of t e s t on the w e l l , and i f 

so, what types of t e s t s have been run? 

A. The w e l l was f l o w - t e s t e d a f t e r the s t i m u l a t i o n 

j o b . I t was then shut i n f o r a pressure b u i l d u p . 

Q. What type of i n i t i a l f l o w t e s t r e s u l t s d i d you 

achieve? 

A. I n i t i a l f low t e s t i n g was done f o r a p e r i o d of 

approximately 11 days, and the purpose of t h e t e s t was 

t r y i n g t o e s t a b l i s h i f the r e s e r v o i r was indeed l i m i t e d , 

and we d i d t e s t the w e l l u n t i l we f e l t l i k e we had a 
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s t a b i l i z e d f l o w r a t e . 

Q. What s t a b i l i z e d flow r a t e d i d you achieve? 

A. I t was approximately 230 b a r r e l s a day, on a 

22/64 choke. 

Q. What then was the next t e s t you ran? 

A. We ran a subsequent t e s t l a t e r on t o e s t a b l i s h a 

p o t e n t i a l f o r the w e l l . 

Q. And how would you do that ? 

A. I t was a 24-hour t e s t t h a t was done, the choke 

s i z e on t h i s t e s t was a 26/64 choke, and we d i d reach a 

s t a b i l i z e d f l o w r a t e of 408 b a r r e l s per day. 

Q. Have you determined what would be your depth 

bracket o i l allowable a t t h i s depth i f the w e l l i s spaced 

on 160 acres? 

A. Yes, I have. 

Q. What i s t h a t number? 

A. 382 b a r r e l s per day. 

Q. Have you done the c a l c u l a t i o n , Mr. Womack, t o 

show us what would be the a d d i t i o n a l discovery o i l 

al l o w a b l e t h a t the w e l l might be e n t i t l e d to? 

A. Right, our c a l c u l a t i o n s would be t a k i n g the top 

p e r f of 7174 and m u l t i p l y i n g t h a t by 5 t o get a bonus 

volume of 35,890, of which you would d i v i d e t h a t bonus 

number by 730 t o equal 49.2 b a r r e l s of o i l per day 

a d d i t i o n a l . 
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Q. You used the r u l e s set f o r t h i n the D i v i s i o n Rule 

Book under Rule 509? I b e l i e v e you d i d . 

A. Yes. 

Q. A l l r i g h t , s i r . What else have you done t o the 

w e l l t o t e s t i t ? 

A. I t ' s j u s t been flow t e s t and the pressure 

b u i l d u p . 

Q. A l l r i g h t , l e t ' s t a l k about the pressure b u i l d u p . 

I s t h e r e an e x h i b i t t h a t demonstrates the data and the 

conclusions from the pressure buildup? 

A. Yes, E x h i b i t 6 i s the pressure b u i l d u p , w i t h the 

f i r s t page being the r e s u l t s sheet. 

Q. A l l r i g h t , s i r , take us through the process. 

Give us a summary of the procedure and then your 

conclusions about the t e s t . 

A. Okay, a f t e r the w e l l was f l o w - t e s t e d f o r 

approximately 11 days the w e l l was shut i n . At t h a t time 

the pressure bombs were run i n the hole, the w e l l was shut 

i n f o r 12 0 hours. That was the l e n g t h of the pressure 

b u i l d u p . At t h a t time the pressure gauges were r e t r i e v e d , 

the data was downloaded, computer-type modeling software i s 

used. This p a r t i c u l a r software i s Saphir, i t ' s produced by 

Kapp Engineering, i t ' s a type-curve-modeling program. 

Q. What are the conclusions from the t e s t ? 

A. Conclusions, t h a t i t b a s i c a l l y gave us a perm 
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number t o work w i t h . 

Q. And what i s the p e r m e a b i l i t y , based upon the 

t e s t ? 

A. The c a l c u l a t e d p e r m e a b i l i t y was 8.99 

m i l l i d a r c i e s . 

Q. Now, Mr. Smith by h i s l o g c a l c u l a t i o n has an 

average p o r o s i t y of 4 1/2 percent. 

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

Q. I f you take t h a t number and i n t e g r a t e your 8.99 

m i l l i d a r c i e s of p e r m e a b i l i t y , what can you as an engineer 

conclude about the r e s e r v o i r and what should be the i n i t i a l 

d e n s i t y of w e l l s d r i l l e d i n t h a t r e s e r v o i r ? 

A. Well, as Mr. Smith has s t a t e d , i t ' s d e f i n i t e l y 

anomalous as f a r as the Cisco/Canyon goes. We do have 

several other producers i n the Cisco/Canyon, not i n t h i s 

p a r t i c u l a r zone but i n the Permo-Penn Gas, and se v e r a l 

pressure buildups, of course, have been done on those, and 

the t y p i c a l p e r m e a b i l i t y i s less than 1 m i l l i d a r c y . 

So you could i n f e r t h a t t h e r e i s f r a c t u r i n g 

i n v o l v e d here t o get a c o r r e l a t i o n between the low 

p o r o s i t y , the r e l a t i v e l y high p e r m e a b i l i t y . 

Q. I n order t o develop a recommendation f o r the 

D i v i s i o n on the i n i t i a l a p propriate spacing, have you 

attempted t o o b t a i n data on what i s expected f o r the cost 

components t h a t you would u t i l i z e f o r determining how many 
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w e l l s you could d r i l l i n t h i s resource? 

A. Yes. 

Q. L e t 1 s t u r n t o E x h i b i t Number 7. What are we 

l o o k i n g a t here? 

A. E x h i b i t Number 7 i s a d e t a i l e d w e l l estimate f o r 

d r i l l i n g and equipping a Cisco/Canyon producer. 

Q. t h i s i s the one f o r the Engelbert w e l l ? 

A. Yes, i t would be f o r a second w e l l . 

Q. Oh, t h i s would be f o r a number two? 

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

Q. How does t h i s compare t o the a c t u a l cost f o r the 

Engelbert Number 1? 

A. Well, as I s t a t e d before, the Engelbert Number 1 

was d r i l l e d t o a depth of 8900 f e e t , so t h i s i s q u i t e a b i t 

of d i f f e r e n c e i n depth. 

Q. I see what you've done, you've adjusted t h i s — 

A. Right. 

Q. — as i f i t were t o be a Cisco-only t e s t ? 

A. That's e x a c t l y r i g h t , a depth of 7300 f e e t . 

Q. A l l r i g h t . Have you taken the costs associated 

w i t h w e l l s and t r i e d t o f o r e c a s t what you would b e l i e v e t o 

be the volume of o i l w i t h i n any given s i z e spacing u n i t 

w i t h i n t h i s accumulation? 

A. Yes, I have. 

Q. Let's go through t h a t process. I f y o u ' l l look a t 
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E x h i b i t 8, before we look a t the c a l c u l a t i o n , l e t ' s look a t 

the data or the assumptions you've made t h a t go i n t o the 

c a l c u l a t i o n . 

A. Okay. 

Q. F i r s t number i s a p o r o s i t y number? 

A. F i r s t number i s the average p o r o s i t y number of 

4 1/2 percent, the average water s a t u r a t i o n of 2 5.5, an 

estimated formation volume f a c t o r of 1.45. The r e s e r v o i r 

acre f e e t was c a l c u l a t e d from the isopach map t h a t was 

presented i n E x h i b i t 4. 

Q. A l l r i g h t , then you have some economic 

parameters? 

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

Q. A l l r i g h t . Have you taken the numbers, the cost 

components and the r e s e r v o i r data, and made an assumption 

about u t i l i z i n g a 160-acre spacing u n i t , being the 

southeast quarter of Section 15? 

A. Yes, I have. 

Q. What have you estimated t o be the o r i g i n a l o i l i n 

place w i t h i n t h a t quarter section? 

A. Estimated o r i g i n a l o i l i n place i s estimated t o 

be 173,000 stock tank b a r r e l s . 

Q. Of t h a t o r i g i n a l o i l i n place, what i n your 

o p i n i o n i s an estimate of the recoverable percentage? 

A. 2 5 percent was the percentage used. 
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Q. I f you use 2 5 percent, i s t h a t w i t h i n the range 

of p r o b a b i l i t i e s f o r recoveries of r e s e r v o i r s of t h i s type? 

A. Yes. 

Q. And i f you use 2 5 percent, what w i l l be your 

volume of recoverable o i l ? 

A. Approximately 43,000 stock tank b a r r e l s . 

Q. I f you take t h a t , coupled w i t h the gas recovery, 

apply the economic parameters, what does i t t e l l you? 

A. We've recorded a r a t e of r e t u r n of approximately 

2 0 percent w i t h the net present value a t 10 percent being 

60,000. 

Q. Have you run your c a l c u l a t i o n t o see whether or 

not i t would be economically p o s s i b l e t o d r i l l on a d e n s i t y 

of less than 160 acres per well? 

A. Yes, I have. 

Q. Have you t r i e d i t on 80 acres? 

A. Yes, I have. 

Q. Show us what you d i d and what you concluded. 

A. Okay, below the 160-acre spacing case there's an 

80-acre spacing case, and simply what was done was t o take 

the reserves and d i v i d e them i n h a l f . 

Q. And when you do t h a t , what i s the r e s u l t ? You 

are going t o recover j u s t short of 22,000 b a r r e l s of o i l ? 

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

Q. Well, you can't pay f o r a w e l l l i k e t h i s w i t h 
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t h a t k i n d of resource, can you? 

A. That's r i g h t , i t shows b a s i c a l l y t h a t the w e l l i s 

ma r g i n a l l y economic i n a 160-acre spacing. 

Q. Net present value a t 10 percent shows a negative 

number. That's a negative $2 3 3,000 plus change? 

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

Q. Okay. So n e i t h e r you, OXY or any other 

reasonable operator could t r y t o develop t h i s , a t l e a s t 

i n i t i a l l y , on less than 160 acres? 

A. I wouldn't t h i n k so. 

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 6, 7 and 

8. 

EXAMINER STOGNER: E x h i b i t s 6, 7 and 8 w i l l be 

admitted i n t o evidence a t t h i s time. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Womack, l e t ' s go back t o the discovery 

allowable here and make sure I've got the numbers c o r r e c t , 

where you got the numbers. 

A. Okay. 

Q. Okay, 382 b a r r e l s of o i l per day, t h a t ' s the 

average — I'm so r r y , the r e g u l a r depth bracket a l l o w a b l e 

f o r a w e l l spaced on 160, completed between 6000 and 7000 
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f e e t ; i s t h a t c o r r e c t ? 

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

Q. Okay. Now, t o come up w i t h t h a t 4 9.2 b a r r e l s of 

o i l per day bonus discovery allowable, what was the 

e l e v a t i o n of t h i s well? 

A. I don't have the e l e v a t i o n here unless i t ' s on 

one of these l o g headers. I have the top p e r f s , i s what I 

have here. 

Q. Okay, and what i s the top p e r f t h a t you use? 

A. 7174. 

Q. 7174. But you don't know the e l e v a t i o n a t the 

surface? 

A. No, I don't, I don't have t h a t i n f o r m a t i o n w i t h 

me. 

MR. SMITH: I t ' s on the c r o s s - s e c t i o n , A-A'. 

MR. KELLAHIN: I s i t ? Let me f i n d t h a t . 

THE WITNESS: A-A'? Okay, i t would be 3 521 f e e t . 

Q. (By Examiner Stogner) 3521? 

A. Yes. 

Q. And t h a t was taken from what? 

A. From the cross-section, from E x h i b i t Number 3, 

the KB e l e v a t i o n on the OXY USA Number 1 Engelbert. 

Q. Okay. Now, t h a t ' s the K e l l y bushing e l e v a t i o n , 

r i g h t ? 

A. Okay, t h a t would be 16 f o o t d i f f e r e n c e , then. 
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Q. Okay, less 16. 

A. Yes, s i r . 

Q. Now, t o come up w i t h t h a t I use a formula of f i v e 

b a r r e l s of o i l f o r each f o o t of depth; i s t h a t c o r r e c t ? 

A. Yes. 

Q. And then i t w i l l come out t o t h i s 49.2 a d d i t i o n a l 

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

A. Yes, s i r . 

Q. Okay, i n E x h i b i t Number 8, you used the r e s e r v o i r 

a c r e - f e e t . Did you determine the 5784.75 a c r e - f e e t o f f of 

E x h i b i t Number 4, was t h a t what you — 

A. Yes, the isopach, E x h i b i t Number 4. 

Q. Okay, so t h a t ' s t h a t area included i n t h e zero 

l i n e or d i d you — 

A. Yes. 

Q. — use one of the others? 

A. No, i t was i n the zero l i n e . 

Q. The zero l i n e . 

Okay, when you t a l k about the economic 

parameters — 

A. Yes, s i r . 

Q. -- you used t h a t seven thousand s i x hundred 

and — w e l l , e s s e n t i a l l y $770,000. 

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

Q. I s t h a t the cost of a w e l l down t o the Morrow, or 
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would i t be a l i t t l e b i t less down t o the Cisco/Canyon? 

A. No, t h a t ' s the cost t o the Cisco/Canyon. That's 

the exact cost i n E x h i b i t Number 7. I t ' s j u s t a 

Cisco/Canyon producer. I do have the cost on the other two 

w e l l s , i f t h a t ' s — 

Q. What would t h a t be? 

A. Okay, the cost on the Engelbert i s $904,000 — 

Excuse me, $945,000. That's the d r i l l e d and equipped cost. 

That, of course, was t o the Morrow. 

Now the Swinger w e l l , which i s w a i t i n g on 

completion r i g h t now, which was also d r i l l e d t o a depth of 

8900 f e e t , i t ' s w a i t i n g on completion, and the cost t o date 

on i t i s $709,000. 

Q. So once t h a t ' s a l l over, you expect i t t o be up 

t h e r e around the $945,000 mark? 

A. Yes, s i r . 

Q. Okay. What k i n d of casinghead gas are you 

seeing? Are you seeing any yet? 

A. Yes, we're seeing approximately a GOR of 13 00. 

Q. Being t h i s type of r e s e r v o i r , w i l l t h a t stay 

constant, w i l l i t go up, w i l l i t go less? 

A. Well, being a s o l u t i o n gas r e s e r v o i r , i t could 

t y p i c a l l y go up, you know. 

Q. How about any water production? 

A. There's been no water p r o d u c t i o n . 
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Q. I s the r e any water d r i v e mechanism a t a l l i n t h i s 

area f o r t h i s l i t t l e zone? 

A. Not t h a t I'm aware of. 

Q. Now, as I understand i t , you're proposing only 

one w e l l per 160, and only one well? 

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

Q. With a 660-foot setback requirement? 

A. Yes, s i r . 

Q. Let's see now, Mr. K e l l a h i n — 

MR. KELLAHIN: Yes, s i r ? 

EXAMINER STOGNER: Your name was being used i n a 

question here Mr. K e l l a h i n — 

MR. KELLAHIN: Yes, s i r . 

EXAMINER STOGNER: — t o the witness here. 

Q. (By Examiner Stogner) Mr. K e l l a h i n s t a t e d i n h i s 

opening remarks t h a t t h i s would be an 18-month temporary t o 

allo w OXY t o get some a d d i t i o n a l data on t h i s w e l l and any 

f u t u r e w e l l s . At the end of the 18-month p e r i o d , what are 

we expecting t o see? 

A. Well, I t h i n k we would, of course, have a 

s u f f i c i e n t amount of production h i s t o r y . What I expect t o 

see i s a r a p i d d e c l i n e , i s what I expect t o see, based on 

the s i z e of the r e s e r v o i r . 

Q. With t h a t r a p i d d e c l i n e , would t h e r e be any need 

f o r a d d i t i o n a l development w i t h i n the po o l , i n f i l l d r i l l i n g 
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or anything? 

A. I wouldn't expect t h a t , based on the numbers t h a t 

we have r i g h t now. 

EXAMINER STOGNER: Okay. I have no other 

questions of Mr. Womack. You may be excused. 

Mr. Kellahin? 

MR. KELLAHIN: Mr. Examiner, I have E x h i b i t 9 f o r 

you. 

EXAMINER STOGNER: Okay. 

MR. KELLAHIN: I t ' s my c e r t i f i c a t e of 

n o t i f i c a t i o n . I hope i t ' s t h e r e . I f not, I can get — 

EXAMINER STOGNER: Oh, i t may be b u r i e d . 

MR. KELLAHIN: Let me give you another copy. 

EXAMINER STOGNER: I don't see i t . Oh, you had 

i t b u r i e d . 

I t looks l i k e you're using our copying machine; 

i s t h a t c o r r e c t ? 

MR. KELLAHIN: Yes, s i r . I t doesn't work very 

good, does i t ? 

EXAMINER STOGNER: No, i t sure doesn't. 

MR. KELLAHIN: I f y o u ' l l t u r n over t o the f i f t h 

page, Mr. Stogner, y o u ' l l f i n d E x h i b i t A. This was E x h i b i t 

A t o the A p p l i c a t i o n . I t ' s the n o t i f i c a t i o n l i s t t h a t 

OXY's land department provided me. Their i n f o r m a t i o n i s 

t h a t the e n t i r e south h a l f of Section 15 i s common. The 
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p o i n t would be t h a t i f t h i s i s on 40s, 80s or 160s, no 

c o r r e l a t i v e r i g h t s are a f f e c t e d because i t ' s the same 

ownership, and t h a t would apply as t o the southwest qu a r t e r 

as w e l l . So ther e would not be an issue about adversely 

a f f e c t i n g someone by moving t h i s t o 160 acres. 

We d i d , however, n o t i f y a l l of the i n t e r e s t 

owners i n the southeast quar t e r , and t h a t ' s what t h i s 

represents. I have no o b j e c t i o n from any of these p a r t i e s 

n o t i f i e d . 

EXAMINER STOGNER: So noted. 

MR. KELLAHIN: We would move the i n t r o d u c t i o n of 

E x h i b i t Number 9. 

EXAMINER STOGNER: E x h i b i t Number — 

MR. KELLAHIN: — 9. 

EXAMINER STOGNER: — 9 — 

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. I t ' s not marked, but I d i d so. 

You also may want t o request some s o r t of a 

discounted p r i c e o f f the quarter a sheet t h a t the D i v i s i o n 

u s u a l l y charges f o r such a q u a n t i t y of — 

MR. KELLAHIN: Yes, s i r , I've a p p l i e d f o r a 

refund. 

EXAMINER STOGNER: Okay, good deal. 

MR. KELLAHIN: That concludes our p r e s e n t a t i o n , 
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Mr. Stogner. 

EXAMINER STOGNER: I f there's n o t h i n g f u r t h e r i n 

t h i s matter — Oh, I'm so r r y , Mr. Bruce i s standing. Do 

you have anything? 

MR. BRUCE: No, I'm j u s t wandering t o get my 

witnesses, Mr. Examiner. 

EXAMINER STOGNER: Oh, okay. 

I f there's nothing f u r t h e r , Case 12,776 i n t h i s 

matter w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

11:40 a.m.) 

* * * 
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