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EXAMINER CATANACH: C a l l t h e d o c k e t t o 

o r d e r f o r Docket No. 25-92 t h i s m o r n i n g . C a l l 

t h e c o n t i n u a n c e s f i r s t . Case 10527 i s c o n t i n u e d 

t o September 3. Case 10529 i s c o n t i n u e d t o 

September 3. 10530 i s c o n t i n u e d t o September 3. 

Cases 10502, 10503, and 10504 a r e a l l c o n t i n u e d 

t o September 3. Case 10522 i s c o n t i n u e d t o 

September 3. And Case 10483 i s c o n t i n u e d t o 

September 17. 

[A d i s c u s s i o n was h e l d o f f t h e r e c o r d . ] 

[A r e c e s s was t a k e n . ] 

EXAMINER CATANACH: At t h i s t i m e w e ' l l 

c a l l Case 10531. 

MR. STOVALL: A p p l i c a t i o n o f S o u t h l a n d 

R o y a l t y Company f o r an u n o r t h o d o x gas w e l l 

l o c a t i o n and downhole c o m m i n g l i n g , San Juan 

County, New Mexi c o . 

EXAMINER CATANACH: Are t h e r e 

a p p e a r a n c e s i n t h i s case? 

MR. STOVALL: D i d I c a l l t h e r i g h t 

c ase, Tom? 

MR. KELLAHIN: I'm f i n d i n g my p l a c e on 

t h e d o c k e t . T h i s i s 10531? 

EXAMINER CATANACH: R i g h t . 

MR. KELLAHIN: Yes, Mr. Examiner. My 

RODRIGUEZ-VESTAL REPORTING 
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name i s Tom K e l l a h i n , Santa Fe, New M e x i c o , 

a p p e a r i n g on b e h a l f o f S o u t h l a n d R o y a l t y 

Company. And I have t h r e e w i t n e s s e s t o be 

sworn. 

EXAMINER CATANACH: Are t h e r e o t h e r 

a p p e a r a n c e s i n t h i s case? 

MR. COOTER: P a u l C o o t e r w i t h t h e Rodey 

law f i r m i n Santa Fe a p p e a r i n g on b e h a l f o f 

McKenzie Methane. 

EXAMINER CATANACH: Any o t h e r 

a p p earances? 

Mr. C o o t e r , do you have any w i t n e s s e s 

t h i s m o r n i n g ? 

MR. COOTER: No, s i r . I w o u l d l i k e t o 

make a b r i e f s t a t e m e n t when t h a t t i m e comes. 

EXAMINER CATANACH: Okay. W i l l t h e 

w i t n e s s e s , p l e a s e , s t a n d t o be sworn i n . 

[The w i t n e s s e s were d u l y s w o r n . ] 

MR. KELLAHIN: Mr. Examiner, so t h a t 

Mr. C o o t e r and I can e x p l a i n t o you what we're 

b o t h s e e k i n g t o a c c o m p l i s h f o r our r e s p e c t i v e 

c l i e n t s , l e t me ask y o u , s i r , t o t u r n t o t h e 

e x h i b i t book and, i f y o u ' l l l o o k a t t h e f i r s t 

d i s p l a y b e h i n d E x h i b i t No. 3, t h e r e ' s a p l a t t h a t 

may h e l p o r i e n t you t o Mr. C o o t e r ' s c o n c e r n s on 

RODRIGUEZ-VESTAL REPORTING 
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b e h a l f o f McKenzie Methane. 

The s e c t i o n i n q u e s t i o n i s 12. The 

dev e l o p m e n t o f t h a t s e c t i o n f o r c o a l gas under 

t h e e x i & t i n g r u l e s w o u l d r e q u i r e t h e gas w e l l s t o 

be l o c a t e d e i t h e r i n t h e n o r t h e a s t q u a r t e r or t h e 

s o u t h w e s t q u a r t e r . 

The a p p l i c a n t has a l r e a d y d e v e l o p e d t h e 

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

t h e n o r t h e a s t q u a r t e r . That r e m a i n s a v a i l a b l e i n 

t h e west h a l f o f t h e s e c t i o n . 

Because o f S o u t h l a n d ' s d e s i r e t o 

i n c o r p o r a t e t h e d e v e l o p m e n t o f P i c t u r e d C l i f f s 

r e s e r v e s i n t h e n o r t h w e s t q u a r t e r i n c o n j u n c t i o n 

w i t h t h e c o a l gas w e l l , we're s e e k i n g a p p r o v a l o f 

an o f f - p a t t e r n c o a l gas l o c a t i o n i n t h e n o r t h w e s t 

q u a r t e r . U s u a l l y i t w o u l d be i n t h e s o u t h w e s t 

q u a r t e r . 

I n S e c t i o n 11 McKenzie Methane has t h e 

r i g h t s t o d e v e l o p t h a t s e c t i o n , i n f a c t , has 

d e v e l o p e d t h a t s e c t i o n w i t h w e l l s on p a t t e r n . 

T h e r e ' s a w e l l i n t h e n o r t h e a s t and s o u t h w e s t . 

T h e i r c o n c e r n a b o u t our l o c a t i o n i s 

t h e y d o n ' t want t o be exposed t o more t h a n one 

w e l l i n t h e west h a l f . We p r o p o s e t o d r i l l t h e 

w e l l i n t h e n o r t h w e s t q u a r t e r under c u r r e n t p o o l 
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r u l e s and s p a c i n g e x c e p t i o n s . I t ' s our b e l i e f 

t h a t t h i s w i l l be t h e o n l y w e l l i n t h e west h a l f 

under c u r r e n t r u l e s . 

The o p p o s i t i o n o f McKenzie Methane i s 

c o n d i t i o n e d upon our a b i l i t y t o s t i p u l a t e t h a t we 

w o u l d n o t seek an a d d i t i o n a l i n f i l l w e l l i n t h e 

s o u t h w e s t q u a r t e r o f t h i s s p a c i n g u n i t under 

c u r r e n t p o o l r u l e s . I am u n a b l e t o v e r i f y t h a t 

s t i p u l a t i o n t h i s m o r n i n g . 

We w o u l d l i k e t o go ahead and p r e s e n t 

t h i s case and l e t Mr. C o o t e r make h i s s t a t e m e n t 

on b e h a l f o f h i s c l i e n t so t h a t he can p r e s e r v e 

h i s o p t i o n f o r a n o t h e r h e a r i n g i n t h e e v e n t t h a t 

he and I c a n n o t s a t i s f a c t o r i l y r e s o l v e h i s 

c o n c e r n s f o r h i s c l i e n t . 

W i t h t h a t s t a t e m e n t , we're r e a d y t o 

p r e s e n t our case. Perhaps Mr. C o o t e r w o u l d l i k e 

t o make h i s own s t a t e m e n t . 

MR. COOTER: Mr. K e l l a h i n has s t a t e d i t 

c o r r e c t l y . I was a d v i s e d by McKenzie Methane 

t h a t an agreement had been r e a c h e d w i t h 

S o u t h l a n d , M e r i d i a n , t h a t t h e y w o u l d n o t --

u n l e s s t h e p o o l r u l e s be changed, t h e y w o u l d n o t 

seek t o d r i l l a second w e l l , an i n f i l l w e l l , i n 

t h e s o u t h w e s t q u a r t e r . 
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And based upon t h a t a g reement, McKenzie 

Methane has no o b j e c t i o n t o t h i s p r o p o s e d 

l o c a t i o n . I f t h a t agreement i s i n e r r o r and such 

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

s u b s e q u e n t l y t o t h i s h e a r i n g , t h e n we w o u l d seek 

e i t h e r a r e h e a r i n g o r an a p p e a l t o t h e de novo 

h e a r i n g b e f o r e t h e Commission. 

MR. STOVALL: Mr. K e l l a h i n , l e t me make 

s u r e I u n d e r s t a n d . McKenzie i s a f f i r m i n g t h a t 

t h e r e i s an agreement a t t h i s t i m e , b u t you a r e 

n o t a b l e t o a f f i r m . And I'm assuming t h a t Mr. 

A l e x a n d e r , s i t t i n g a t t h e end o f t h e t a b l e , he's 

n o t g o i n g t o a f f i r m t h a t agreement a t t h i s t i m e 

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

MR. KELLAHIN: He i s unaware o f w h i c h 

i n d i v i d u a l w i t h S o u t h l a n d t h e agreement was made 

on b e h a l f o f t h e i r company w i t h McKenzie Methane, 

and he's n o t a u t h o r i z e d t h i s m o r n i n g t o make t h a t 

s t i p u l a t i o n . I hope t h a t a f t e r t h e h e a r i n g I can 

v e r i f y i t , b u t I c a n n o t do i t now. 

EXAMINER CATANACH: Go ahead. 

ALAN ALEXANDER 

H a v i n g been d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

RODRIGUEZ-VESTAL REPORTING 
f R n . f i > QRR-1 7 7 5 
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BY MR. KELLAHIN: 

Q. Mr. A l e x a n d e r , f o r t h e r e c o r d w o u l d 

you, p l e a s e , s t a t e y o u r name and o c c u p a t i o n ? 

A. My name i s A l a n A l e x a n d e r . I'm 

employed as a s e n i o r s t a f f landman w i t h M e r i d i a n 

O i l i n t h e F a r m i n g t o n , New M e x i c o , o f f i c e . 

Q. On p r i o r o c c a s i o n s have you t e s t i f i e d 

as a p e t r o l e u m landman b e f o r e t h e D i v i s i o n ? 

A . I have. 

Q. And p u r s u a n t t o y o u r employment by 

S o u t h l a n d R o y a l t y i n t h i s i n s t a n c e , a r e you 

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

p a r t i c u l a r s p a c i n g u n i t and t h e o f f s e t t i n g 

o w n e r s h i p s u r r o u n d i n g t h e s p a c i n g u n i t ? 

A. I am. 

MR. KELLAHIN: We t e n d e r Mr. A l e x a n d e r 

as an e x p e r t p e t r o l e u m landman. 

EXAMINER CATANACH: Mr. A l e x a n d e r i s s 

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) Mr. A l e x a n d e r , l e t ' 

t u r n t o t h e e x h i b i t b o o k l e t . I f y o u ' l l i d e n t i f y 

f o r t h e r e c o r d what i s b e h i n d t a b E x h i b i t No. 1? 

A. Yes. T h i s e x h i b i t i s our a p p l i c a t i o n 

t o t h e D i v i s i o n t o commingle t h e Hanks No. 501 

w e l l i n t h e F r u i t l a n d Coal and t h e P i c t u r e d 

RODRIGUEZ-VESTAL REPORTING 
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C l i f f s F o r m a t i o n . 

Q. What a r e t h e p r o p o s e d s p a c i n g u n i t s t o 

be d e d i c a t e d t o each o f t h o s e two p o o l s w i t h i n 

S e c t i o n 12? 

A. We a r e p r o p o s i n g t o d e d i c a t e t h e 

n o r t h w e s t q u a r t e r f o r t h e P i c t u r e d C l i f f s 

F o r m a t i o n and t o d e d i c a t e t h e west h a l f f o r t h e 

F r u i t l a n d Coal F o r m a t i o n . 

Q. When you l o o k a t t h e s p a c i n g u n i t s f o r 

each o f t h o s e p o o l s t h a t s u r r o u n d y o u r r e s p e c t i v e 

s p a c i n g u n i t s , have you i d e n t i f i e d t h e o w n e r s h i p ? 

A. Yes, I have. 

Q. And have you shown as an a t t a c h m e n t t o 

t h e a p p l i c a t i o n t h e l o c a t i o n o f t h o s e o t h e r 

o p e r a t o r s t h a t o f f s e t y o u r p r o p e r t y ? 

A. Yes. Under E x h i b i t No. 2 y o u ' l l see 

t h e o f f s e t o p e r a t o r p l a t s f o r each f o r m a t i o n and 

w h i c h shows t h e o f f s e t o p e r a t o r s r e s p e c t i v e l y f o r 

t h o s e f o r m a t i o n s . 

Q. Summarize f o r us what S o u t h l a n d R o y a l t y 

Company seeks t o a c c o m p l i s h w i t h t h i s 

a p p l i c a t i o n , Mr. A l e x a n d e r . 

A. We w i s h t o d e v e l o p b o t h t h e F r u i t l a n d 

Coal F o r m a t i o n and t h e r e m a i n i n g r e s e r v e s i n t h e 

P i c t u r e d C l i f f s F o r m a t i o n by d r i l l i n g a 

RODRIGUEZ-VESTAL REPORTING 
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commingled w e l l , a new d r i l l w e l l , i n t h e 

n o r t h w e s t q u a r t e r o f S e c t i o n 12. 

Q. When you examine t h e o w n e r s h i p t h a t ' s 

e n t i t l e d t o s h a r e i n t h e p r o d u c t i o n f r o m t h e 

P i c t u r e d C l i f f s as w e l l as t h e F r u i t l a n d C o a l , 

what do you f i n d ? 

A. The o w n e r s h i p i s i d e n t i c a l f o r b o t h 

f o r m a t i o n s . 

Q. What i s t h e o w n e r s h i p o f t h e base l e a s e 

t h a t ' s i n v o l v e d i n b o t h p o o l s ? 

A. The base l e a s e i s a f e d e r a l o i l and gas 

l e a s e . 

Q. L e t ' s t u r n now t o t h e i n f o r m a t i o n 

b e h i n d E x h i b i t No. 3. D e s c r i b e f o r us what t h e 

c u r r e n t s t a t u s o f d e v e l o p m e n t i s i n S e c t i o n 12 

w i t h r e g a r d s t o t h e c o a l gas de v e l o p m e n t and t h e 

P i c t u r e d C l i f f s d e v e l o p m e n t . 

A. C u r r e n t l y i n S e c t i o n 12 o f 27 N o r t h , 10 

West t h e F r u i t l a n d Coal has been d e v e l o p e d 

t h r o u g h t h e Hanks 500 w e l l t h a t you w i l l see 

l o c a t e d i n t h e n o r t h e a s t q u a r t e r o f S e c t i o n 12. 

A d d i t i o n a l l y , t h e s e c t i o n i s c u r r e n t l y 

p r o d u c i n g f r o m t h r e e P i c t u r e d C l i f f s w e l l s 

l o c a t e d i n t h e n o r t h e a s t q u a r t e r , t h e s o u t h e a s t 

q u a r t e r , and t h e s o u t h w e s t q u a r t e r . Y o u ' l l see 

r?nnPTf;nP7-VF<:TAT\ P P P f l B T T M f ! 
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on t h e p l a t t h e r e i s a symbol f o r a P i c t u r e d 

C l i f f s w e l l i n t h e n o r t h w e s t q u a r t e r ; however, 

t h a t w e l l was p l u g g e d and abandoned i n 1989, I 

b e l i e v e . 

And we c u r r e n t l y do n o t have a 

F r u i t l a n d Coal w e l l i n t h e west h a l f o f t h e 

s e c t i o n . 

Q. What's S o u t h l a n d R o y a l t y Company's p l a n 

f o r t h e d e v e l o p m e n t t h e n o f t h e west h a l f o f t h e 

s e c t i o n w i t h a c o a l gas w e l l ? 

A. We p r o p o s e t o d e v e l o p b o t h t h e 

F r u i t l a n d and t h e P i c t u r e d C l i f f s t h r o u g h a 

s i n g l e w e l l b o r e and t o commingle t h e s e r e s e r v e s . 

The most a p p r o p r i a t e l o c a t i o n f o r t h i s w e l l i n 

o r d e r t o d e v e l o p t h e r e m a i n i n g P i c t u r e d C l i f f s 

r e s e r v e s w o u l d be i n t h e n o r t h w e s t q u a r t e r s i n c e 

t h a t q u a r t e r i s n o t c u r r e n t l y p r o d u c i n g f r o m t h e 

P i c t u r e d C l i f f s F o r m a t i o n . 

Q. Does S o u t h l a n d c u r r e n t l y have P i c t u r e d 

C l i f f s w e l l s p r o d u c i n g i n each o f t h e o t h e r t h r e e 

q u a r t e r s e c t i o n s ? 

A. Yes, we do. 

Q. W i t h r e g a r d s t o i t s l o c a t i o n i n t h e 

n o r t h w e s t q u a r t e r o f 12, have you o b t a i n e d t h e 

n e c e s s a r y s u r f a c e c l e a r a n c e s f r o m t h e Bureau o f 
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Land Management and o t h e r r e g u l a t o r y a g e n c i e s f o r 

t h e l o c a t i o n o f t h e w e l l on t h e s u r f a c e ? 

A. Yes, we have. 

Q. L e t ' s t u r n t o t h e i n f o r m a t i o n b e h i n d 

e x h i b i t t a b 4 and have you i d e n t i f y and d e s c r i b e 

t h a t d i s p l a y . 

A. T h i s d i s p l a y i s a t o p o g r a p h i c map w h i c h 

shows t h e l o c a t i o n o f t h e c u r r e n t Hanks No. 500 

w e l l . We a c t u a l l y a t t e m p t e d t o l o c a t e t h i s 

w e l l b o r e a l i t t l e f u r t h e r t o t h e e a s t , w h i c h 

w o u l d p u t i t more i n t h e c e n t e r o f t h e n o r t h w e s t 

q u a r t e r ; however, t h e r e a r e a r c h e o 1 o g i c a 1 s i t e s 

i n v o l v e d i n t h a t , and t h e Bureau o f Land 

Management was n o t a g r e e a b l e t o any l o c a t i o n 

f u r t h e r e a s t . 

The c u r r e n t l o c a t i o n t h a t we're u s i n g 

i s an i m p r o v e d l o c a t i o n , w h i c h was p r e v i o u s l y 

s t a k e d by S o u t h l a n d R o y a l t y Company, and i t was 

o r i g i n a l l y i n t e n d e d as a r e p l a c e m e n t w e l l f o r t h e 

Hanks No. 1 P i c t u r e d C l i f f s w e l l . 

Q. I s t h e l o c a t i o n t h a t y o u ' r e r e q u e s t i n g 

a p p r o v a l f o r f r o m t h e Examiner one t h a t now has 

met a l l s u r f a c e a p p r o v a l s ? 

A. I t has met a l l s u r f a c e and 

a r c h e o l o g i c a l and BLM a p p r o v a l s . 
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Q. L e t me show you what I have marked as 

E x h i b i t No. 8, Mr. A l e x a n d e r , and have you v e r i f y 

f o r me t h a t t h e o f f s e t t i n g o p e r a t o r s e n t i t l e d t o 

n o t i c e i n t h i s case were p r o p e r l y n o t i f i e d o f t h e 

hear i n g . 

A. Yes. T h i s E x h i b i t No. 8 i s t h e 

c e r t i f i c a t i o n o f m a i l i n g . And i t does appear 

t h a t we have i n f a c t c o n t a c t e d a l l o f t h e o f f s e t 

o p e r a t o r s who a r e e n t i t l e d t o n o t i c e i n t h i s 

case . 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n o f Mr. A l e x a n d e r . We move t h e 

i n t r o d u c t i o n o f h i s E x h i b i t s No. 1 t h r o u g h 4. 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 

4 w i l l be a d m i t t e d as e v i d e n c e . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. A l e x a n d e r , i s y o u r l o c a t i o n 

s t a n d a r d w i t h r e s p e c t t o s e t b a c k s ? 

A. Yes, s i r , i t i s . I t ' s l o c a t e d — t h e 

p r o p o s e d w e l l i s l o c a t e d 790 f e e t f r o m t h e west 

l i n e and 1800 f e e t f r o m t h e n o r t h l i n e . 

Q. You s a i d you c u r r e n t l y had a P i c t u r e d 

C l i f f s w e l l i n t h e n o r t h e a s t q u a r t e r , t h e 

s o u t h w e s t q u a r t e r , and — 
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A. And t h e s o u t h e a s t q u a r t e r . 

Q. — and t h e s o u t h e a s t q u a r t e r ? 

A. Yes, s i r . Y o u ' l l n o t e on t h e p l a t , i n 

o r d e r t o c l a r i f y t h a t , t h e r e i s a sq u a r e symbol 

t h a t on t h e l e g e n d says a Dakota w e l l , t h e 14-E. 

But i f y o u ' l l l o o k and i f y o u ' l l see t h e 

sub-symbol t h e r e t h a t ' s a "P", t h a t means t h a t 

w e l l was d u a l l y c o m p l e t e d i n t h e Dakota and 

P i c t u r e d C l i f f s . 

MR. KELLAHIN: Mr. Examiner, i f y o u ' l l 

t u r n t o t h e n e x t d i s p l a y b e h i n d t h a t t a b , t h e r e ' s 

a l a r g e r r e p r o d u c t i o n o f t h e s e c t i o n and t h e w e l l 

s ymbols may be e a s i e r t o i d e n t i f y on t h a t 

d i sp1 ay. 

Q. (BY EXAMINER CATANACH) Mr. A l e x a n d e r , 

were you aware t h a t n e g o t i a t i o n s w i t h McKenzie 

were b e i n g c o n d u c t e d ? 

A. Yes, I was. I n f a c t , I t a l k e d w i t h Mr. 

Roger L i t k e w i t h McKenzie Methane. He f i r s t 

c a l l e d me, I b e l i e v e , on Tuesday, p e r h a p s Monday 

of t h i s week, b u t I b e l i e v e i t was Tuesday, and 

we d i s c u s s e d t h i s i s s u e . 

I t h i n k i t may be a p r o b l e m o f 

c o m m u n i c a t i o n . I n f a c t , I came t o t h e h e a r i n g 

t h i s m o r n i n g w i t h t h e u n d e r s t a n d i n g t h a t we had 
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worked an agreement w i t h McKenzie whereby we f e l t 

t h a t McKenzie was f u l l y p r o t e c t e d by t h e c u r r e n t 

r u l e s and r e g u l a t i o n s o f t h e D i v i s i o n whereby we 

c o u l d n o t p u t an a d d i t i o n a l w e l l i n t h e west h a l f 

w i t h o u t f i r s t a p p r o a c h i n g McKenzie and t h e 

D i v i s i o n t o g e t a u t h o r i t y t o do so. 

EXAMINATION 

BY MR. STOVALL: 

Q. I s i t s a f e t o say t h a t y o u r a t t o r n e y 

has r e p r e s e n t e d c o r r e c t l y , t h a t you c a n ' t say 

t h a t t h e r e ' s been a d e f i n i t i v e agreement reached? 

A. No, s i r . I do n o t know t h a t t h e r e ' s 

been a d e f i n i t i v e agreement r e a c h e d w i t h r e g a r d 

t o t h e s t i p u l a t i o n a b o u t t h e second w e l l or a 

p o s s i b l e second w e l l down i n t h e s o u t h w e s t 

q u a r t e r o f t h e s e c t i o n . 

Q. But i t ' s y o u r u n d e r s t a n d i n g you 

c o u l d n ' t do i t anyway u n l e s s we a p p r o v e d i t and 

McKenzie w o u l d have t o be n o t i f i e d anyway? 

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

EXAMINER CATANACH: Mr. C o o t e r , d i d you 

have any q u e s t i o n s ? I'm s o r r y . 

MR. COOTER: I'm i n an u n u s u a l 

s i t u a t i o n , and I f e e l t h a t I must b i d e by what my 

c l i e n t has t o l d me, t h a t i s , t o appear t h a t t h e r e 
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was a s t i p u l a t i o n a g r e e d t o and, w i t h t h a t , t h e r e 

w o u l d be no o b j e c t i o n t o t h i s p r o p o s e d l o c a t i o n . 

T h e r e f o r e , I have no q u e s t i o n s . 

EXAMINER CATANACH: The w i t n e s s may be 

excus e d . 

SCOTT DAVES 

H a v i n g been d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Would y o u , p l e a s e , s t a t e y o u r name and 

o c c u p a t i o n ? 

A. My name i s S c o t t Daves. I am a 

r e s e r v o i r e n g i n e e r w i t h M e r i d i a n O i l . 

Q. Mr. Daves, on p r i o r o c c a s i o n s have you 

t e s t i f i e d as a r e s e r v o i r e n g i n e e r b e f o r e t h e 

D i v i s i o n ? 

A . Yes, s i r . 

Q. You t e s t i f i e d i n t h e h e a r i n g on t h e 

A z t e c 700 w e l l , d i d you n o t ? 

A. Yes, s i r . 

Q. And t h a t was an a p p l i c a t i o n , among 

o t h e r t h i n g s , t o downhole commingle p r o d u c t i o n i n 

t h e P i c t u r e d C l i f f s and t h e F r u i t l a n d Coal Gas 

Po o l s ? 
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A . Yes, s i r . 

Q. W i t h r e g a r d s t o y o u r employment as a 

r e s e r v o i r e n g i n e e r , have you a l s o made an 

e n g i n e e r i n g s t u d y o f t h e f a c t s s u r r o u n d i n g t h i s 

p a r t i c u l a r case? 

A. Yes, s i r , I have. 

MR. KELLAHIN: We t e n d e r Mr. Daves as 

an e x p e r t r e s e r v o i r e n g i n e e r . 

EXAMINER CATANACH: He i s so 

q u a 1 i f i ed. 

MR. KELLAHIN: Mr. Examiner, on y o u r 

copy o f t h e e x h i b i t book b e h i n d e x h i b i t t a b No. 

3, we have p e n c i l e d i n some c u r r e n t c u m u l a t i v e 

p r o d u c t i o n numbers f o r c o n v e n i e n c e . Mr. Daves 

w i l l d e s c r i b e f o r you t h a t i n f o r m a t i o n as he 

b e g i n s t o e x p l a i n h i s c o n c l u s i o n s and o p i n i o n s . 

Q. L e t ' s t u r n t o t h a t d i s p l a y , Mr. Daves. 

Summarize f o r us what y o u ' r e p r o p o s i n g t o 

a c c o m p l i s h w i t h t h e a p p r o v a l o f t h e d r i l l i n g o f 

t h i s w e l l i n t h i s q u a r t e r s e c t i o n and downhole 

c o m m i n g l i n g t h a t p r o d u c t i o n w i t h t h e two p o o l s . 

A. R i g h t . What we're p r o p o s i n g h e r e and 

t h e r e a s o n i n g i s , i s t h a t we have i d e n t i f i e d 

a d d i t i o n a l r e s e r v e s i n t h e P i c t u r e d C l i f f s i n 

t h a t q u a r t e r s e c t i o n . And t h e w e l l t h a t was 
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t h e r e was t h e Hanks No. 1. I t ' s c u r r e n t l y 

p l u g g e d and abandoned. So, t h e r e f o r e , t h e r e was 

no o p t i o n t h e r e t o do a n y t h i n g w i t h t h a t w e l l . 

So what we p r o p o s e d i n c o n j u n c t i o n w i t h 

r e d r i l l i n g a P i c t u r e d C l i f f s w e l l i s a F r u i t l a n d 

Coal w e l l t h e r e and t h e n c o m m i n g l i n g t h e two. 

And i f y o u ' l l l o o k a t t h e v a r i o u s o f f s e t s t h e r e , 

what t h o s e numbers i n p e n c i l a r e , a r e c u m u l a t i v e 

p r o d u c t i o n f o r each o f t h e P i c t u r e d C l i f f s w e l l s 

and t h e n i n e q u a r t e r s e c t i o n s o r t h e e i g h t 

q u a r t e r s e c t i o n s s u r r o u n d i n g t h e n o r t h w e s t 

q u a r t e r o f S e c t i o n 12. 

And what we i d e n t i f i e d i s t h a t our w e l l 

i n t h e n o r t h w e s t q u a r t e r d i d n o t r e c o v e r a l l o f 

t h e r e s e r v e s t h a t were t h e r e , and t h a t ' s f a i r l y 

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

upwards o f 2.8 Bcf o f c u m u l a t i v e p r o d u c t i o n ; 

w h ereas, o u r s was 590 m i l l i o n c u b i c f e e t . 

And i f you l o o k j u s t t o t h e e a s t , you 

see t h a t w e l l has cum'd 1.5 B c f , a l m o s t t h r e e 

t i m e s t h i s w e l l . 

Q. You're l o o k i n g a t t h e P i c t u r e d C l i f f s 

w e l l i n t h e n o r t h e a s t q u a r t e r o f 12? 

A. Yes, s i r . 

Q. L e t ' s move c l o c k w i s e a r o u n d t h e s e c t i o n 

I 
RODRIGUEZ-VESTAL REPORTING 

(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

22 

23 

2 4 

25 

21 

and p i c k up t h e a d d i t i o n a l c u m u l a t i v e i n f o r m a t i o n 

on t h o s e PC w e l l s as you move a r o u n d y o u r w e l l 

l o c a t i o n . 

A. Okay. I f you l o o k i n t h e s o u t h e a s t 

q u a r t e r , t h a t ' s a new w e l l . And i t was 

c o m p l e t e d , I b e l i e v e , i n 1980 or i n t h a t e r a . 

And i t ' s a l r e a d y cum'd 185 m i l l i o n c u b i c f e e t o f 

gas and i s c u r r e n t l y p r o d u c i n g . 

I f you move on t o t h e s o u t h e a s t , t h a t 

w e l l i s c u r r e n t l y p r o d u c i n g and i t has cum'd o v e r 

750 m i l l i o n c u b i c f e e t o f gas. I f you move t o 

t h e s o u t h e a s t o f 1 1 , t h a t w e l l i s c u r r e n t l y 

p r o d u c i n g and has cum'd 2.86 Bcf o f gas. 

And i f you move t o t h e n o r t h e a s t 

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

has cum'd 2.2 Bcf o f gas. And i f you move t o t h e 

s o u t h e a s t o f S e c t i o n 2, t h a t w e l l has cum'd 945 

m i l l i o n c u b i c f e e t o f gas and i s c u r r e n t l y 

p r o d u c i n g . 

I f you move t o t h e s o u t h - s o u t h w e s t o f 

S e c t i o n 1, t h a t w e l l has cum'd 902 m i l l i o n c u b i c 

f e e t o f gas and i s c u r r e n t l y p r o d u c i n g . And t h e n 

t h e l a s t one t h e r e i n t h e s o u t h e a s t o f S e c t i o n 1 

was p l u g g e d and abandoned i n 73, and we've 

i d e n t i f i e d t h a t i t was an o p e n h o l e c o m p l e t i o n 
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w h i c h s u b s e q u e n t l y c o l l a p s e d , t h e r e f o r e , t h e low 

c u m u l a t i v e p r o d u c t i o n t h e r e o f 78 m i l l i o n . 

Q. How d i d you, as a r e s e r v o i r e n g i n e e r , 

v a l i d a t e t h e volume o f r e m a i n i n g gas t h a t ' s 

a v a i l a b l e f o r p r o d u c t i o n o u t o f t h e n o r t h w e s t 

q u a r t e r o f t h e s e c t i o n ? 

A. We b a s i c a l l y used two methods. We use 

a m a t e r i a l b a l a n c e method, P o v e r Z v e r s u s cum'd 

gas, and a l s o we v e r i f i e d t h a t number w i t h 

m a t e r i a l b a l a n c e -- I mean, w i t h v o l u m e t r i c 

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

Q. The end r e s u l t o f t h a t a n a l y s i s and 

t h o s e c a l c u l a t i o n s causes you t o c o n c l u d e what 

volume o f a d d i t i o n a l gas can be p r o d u c e d o u t o f 

t h e n o r t h w e s t q u a r t e r i n t h e P i c t u r e d C l i f f s 

Format i o n ? 

A. A p p r o x i m a t e l y 500 m i l l i o n c u b i c f e e t o f 

gas . 

Q. I s t h a t a s u f f i c i e n t volume o f gas t o 

j u s t i f y d r i l l i n g t h e P i c t u r e d C l i f f s w e l l as a 

s t a n d - a l o n e w e l l ? 

A. No, s i r . 

Q. How t h e n i s i t b e s t t o d e v e l o p t h o s e 

r e m a i n i n g P i c t u r e d C l i f f s r e s e r v e s ? 

A. The b e s t way t h a t we i d e n t i f i e d was t o 
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d r i l l t h r o u g h t h e P i c t u r e d C l i f f s , c o m p l e t e t h a t , 

i n a d d i t i o n t o t h a t , c o m p l e t e t h e F r u i t l a n d Coal 

so t h a t you have enough gas and enough r e s e r v e s 

t o make an economic p r o s p e c t or p r o j e c t . 

Q. What a r e t h e a p p r o x i m a t e c o s t s o f 

d r i l l i n g a P i c t u r e d C l i f f s w e l l j u s t t o t h e 

P i c t u r e d C l i f f s F o r m a t i o n ? 

A. A p p r o x i m a t e l y $230,000. 

Q. What i s t h e s a v i n g s t o t h e i n t e r e s t 

owners t h a t pay f o r t h e c o s t s o f t h e w e l l i f t h e 

P i c t u r e d C l i f f s r e s e r v e s a r e d e v e l o p e d i n 

c o n j u n c t i o n w i t h t h e c o a l gas w e l l ? 

A. To d r i l l and c o m p l e t e a commingled 

w e l l , i t c o u l d c o s t a p p r o x i m a t e l y $300,000. So 

y o u ' r e s a v i n g y o u r s e l f a p p r o x i m a t e l y 230 or --

Q . Okay. 

A. -- $230,000. Because y o u ' r e o n l y g o i n g 

t o pay, i n a d d i t i o n w i t h t h i s F r u i t l a n d 

c ommingle, t h e a d d i t i o n a l c o s t t o c o m p l e t e t h e 

w e l l . F a c i l i t i e s and t h e d r i l l i n g i t s e l f w o u l d 

be t h e same e i t h e r way. 

Q. So s o m e t h i n g i n excess o f $200,000 i s 

g o i n g t o be saved by a p p r o v a l o f t h i s p a r t i c u l a r 

a p p 1 i c a t i o n ? 

A. R i g h t . 
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Q. When you examine t h e o f f s e t t i n g 

p r o d u c t i o n t h a t i s now w i t h d r a w i n g P i c t u r e d 

C l i f f s gas f r o m t h i s a r e a , i s t h e n o r t h w e s t 

q u a r t e r exposed t o d r a i n a g e by any o f t h o s e 

w e l I s ? 

A. Yes, s i r . I n f a c t , a l l o f t h e w e l l s 

p r o b a b l y . 

Q. I n t h e absence o f a w e l l i n t h e 

n o r t h w e s t q u a r t e r t o f u r t h e r d e v e l o p t h e P i c t u r e d 

C l i f f s r e s e r v e s , what i s y o u r o p i n i o n a b o u t who 

w i l l c a p t u r e t h o s e r e s e r v e s ? 

A. More t h a n l i k e l y t h e w e l l d i r e c t l y t o 

t h e west and t h e w e l l d i r e c t l y t o t h e e a s t and 

t h e one d i r e c t l y t o t h e n o r t h . 

Q. When we l o o k a t t h e c o a l p o o l f o r 

d e v e l o p m e n t , where a r e we w i t h i n t h e b a s i n 

F r u i t l a n d Coal P o o l R e s e r v o i r ? Where a r e we 

l o c a t e d ? 

A. Can you r e p e a t t h a t ? 

Q. Sure. 

A. I want t o make s u r e I u n d e r s t a n d . 

Q. When you l o o k a t t h e whole c o a l p o o l 

b a s i n , i t ' s a huge b a s i n , what p o r t i o n o f t h i s 

b a s i n a r e we i n w i t h t h i s p a r t i c u l a r a p p l i c a t i o n ? 

A. I n t h e s o u t h w e s t q u a r t e r o f t h e b a s i n , 
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I w o u l d say, i n t h e u n d e r - p r e s s u r e d e n v e l o p e . 

Q. When you t r y and f i n d on t h i s s u r f a c e , 

where do you go? 

A. I t ' s i n our M i n u t e Canyon. I t ' s s o u t h 

o f B l o o m f i e l d a p p r o x i m a t e l y t e n m i l e s . 

Q. When you a n a l y z e t h e c o a l gas 

r e s e r v o i r , t r y i n g t o o p t i m i z e y o u r o p p o r t u n i t y t o 

g e t t h e b e s t p o s s i b l e c o a l gas l o c a t i o n f o r t h e 

west h a l f o f t h e s e c t i o n , what d i d you do t o make 

t h a t j udgment? 

A. The c o a l i t s e l f i n t h e e n t i r e s e c t i o n 

i s f a i r l y c o n t i n u o u s , f a i r l y s i m i l a r , so t h a t 

r e a l l y wasn't an i s s u e as f a r as c h o o s i n g a 

l o c a t i o n f o r a c o a l w e l l . The r e a s o n t h a t we 

chose t h e l o c a t i o n where we d i d was more f o r our 

P i c t u r e d C l i f f s d e v e l o p m e n t . 

Q. I t d o e s n ' t compromise y o u r a b i l i t y t o 

d e v e l o p t h e c o a l gas by p u t t i n g t h e w e l l t h e n i n 

t h e n o r t h w e s t q u a r t e r ? 

A. Not a t a l l . 

Q. D e s c r i b e f o r t h e Examiner how you 

p r o p o s e t o a l l o c a t e p r o d u c t i o n between t h e two 

p o o l s . 

A. Okay. Mr. Examiner, i f you w o u l d t u r n 

t o E x h i b i t 6, I b e l i e v e , t h e f i r s t page o f t h a t , 
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what t h i s f i r s t g e n e r a l e q u a t i o n s t a t e s i s t h a t 

t h e t o t a l p r o d u c t i o n i s e q u a l t o t h e sum o f t h e 

F r u i t l a n d Coal p r o d u c t i o n and t h e P i c t u r e d C l i f f s 

p r o d u c t i o n . 

And we r e a r r a n g e d t h a t e q u a t i o n s t a t i n g 

t h a t t h e F r u i t l a n d Coal p r o d u c t i o n i s e q u i v a l e n t 

t o t h e t o t a l p r o d u c t i o n minus t h e P i c t u r e d C l i f f s 

p r o d u c t i o n . And t h e r e a s o n t h a t we do t h a t i n 

t h a t manner i s t h a t we have e s t a b l i s h e d d e c l i n e s 

f o r t h e a r e a f o r t h e P i c t u r e d C l i f f s F o r m a t i o n 

and i n p a r t i c u l a r t h e Hanks No. 1 w e l l i n t h e 

n o r t h w e s t q u a r t e r . 

So a t t h a t p o i n t t h e p r i m a r y t h i n g t h a t 

we're t r y i n g t o do i s t o e s t a b l i s h a d e c l i n e and 

an i n i t i a l r a t e . And y o u ' l l see t h e r e t h a t t h e 

P i c t u r e d C l i f f s p r o d u c t i o n i s e q u a l t o , i n t h e 

t h i r d e q u a t i o n , t h e i n i t i a l P i c t u r e d C l i f f s 

p r o d u c t i o n t i m e s an e s t a b l i s h e d d e c l i n e r a t e . 

And i n t h i s case, f r o m a f i e l d s t u d y 

t h a t we d i d , i t ' s a p p r o x i m a t e l y 8 p e r c e n t . And 

t h a t was v e r i f i e d by e v a l u a t i n g t h e s u r r o u n d i n g 

w e l l s and a l s o t h e w e l l t h a t was t h e r e 

p r e v i o u s l y , t h e Hanks No. 1. And t h e y b o t h 

c o n f i r m t h a t 8 p e r c e n t i s an e x t r e m e l y r e a s o n a b l e 

number. 
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And t h e n e x t e q u a t i o n t h e r e i s j u s t 

t h a t p u t i n t o a m o n t h l y t e r m or a m o n t h l y 

d e c l i n e . And t h e n t h e f i n a l one i s e s t a b l i s h i n g 

what t h e F r u i t l a n d Coal p r o d u c t i o n w o u l d be on a 

m o n t h l y b a s i s . 

I f y o u ' l l t u r n t o t h e n e x t page, t h e 

d e t e r m i n a t i o n o f t h a t i n i t i a l P i c t u r e d C l i f f s 

p r o d u c t i o n r a t e , what we've s t a t e d h e r e and how 

we p l a n t o v e r i f y t h a t number i s upon c o m p l e t i o n 

o f t h e P i c t u r e d C l i f f s F o r m a t i o n , g e t a f l o w t e s t 

and d e t e r m i n e what t h a t r a t e i s and t h e n r a t i o 

t h a t t o t h e combined f l o w r a t e s f r o m t h e t e s t s o f 

t h e P i c t u r e d C l i f f s and t h e F r u i t l a n d C o a l . So, 

t h e r e f o r e , we have some f r a c t i o n o f t h a t t o t a l 

r a t e t h a t we know i s P i c t u r e d C l i f f s p r o d u c t i o n 

and t h e n a p p l y t h a t back i n t o t h a t o r i g i n a l 

equa t i on. 

Q. Mr. Daves, i s t h i s t h e a l l o c a t i o n 

f o r m u l a and t h e e q u a t i o n t h a t you t e s t i f i e d t o 

w i t h r e g a r d s t o t h e A z t e c 700 w e l l ? 

A. Yes, s i r , i t ' s e x a c t l y t h e same w i t h 

t h e e x c e p t i o n t h a t t h e d e c l i n e i s s l i g h t l y 

d i f f e r e n t i n t h i s a r e a . 

Q. To r e f r e s h t h e Examiner's r e c o l l e c t i o n 

a b o u t t h e A z t e c 700, how does t h a t case d i f f e r 

RODRIGUEZ-VESTAL REPORTING 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

1 7 

18 

19 

20 

2 1 

2 2 

23 

24 

25 

28 

f r o m t h e one y o u ' r e p r e s e n t i n g t o d a y ? 

A. As f a r as t h e o v e r a l l scheme o f i t , 

i t ' s e x t r e m e l y s i m i l a r w i t h t h e e x c e p t i o n t h a t i n 

t h i s a r e a we've i d e n t i f i e d t h a t t h e d e c l i n e i s 

s l i g h t l y d i f f e r e n t . 

Q. The r e q u e s t e d d i f f e r e n c e i s t h a t t h e 

A z t e c 700 was t h e r e c o m p l e t i o n o f an e x i s t i n g 

w e l l , i f I remember c o r r e c t l y ? 

A. No. I t ' s a new d r i l l w e l l . 

Q. The A z t e c 700 was a new d r i l l w e l l j u s t 

as t h i s one was? 

A. R i g h t . 

MR. KELLAHIN: For r e f e r e n c e , Mr. 

Cat a n a c h , t h e A z t e c 700 was Case 10496, Order No. 

R-9693. And h e r e ' s a copy o f t h a t o r d e r . 

Q. I n y o u r o p i n i o n , Mr. Daves, w i l l 

a p p r o v a l o f t h i s a p p l i c a t i o n be i n t h e b e s t 

i n t e r e s t s o f c o n s e r v a t i o n , t h e p r e v e n t i o n o f 

w a s t e , and t h e p r o t e c t i o n o f c o r r e l a t i v e r i g h t s ? 

A. Yes, s i r . 

Q. W i l l i t a f f o r d S o u t h l a n d R o y a l t y 

Company and t h e v a r i o u s i n t e r e s t owners and 

p r o d u c t i o n i n t h e s e two p o o l s t h e o p p o r t u n i t y t o 

s h a r e i n h y d r o c a r b o n s t h a t t h e y m i g h t n o t 

o t h e r w i s e s h a r e i n ? 
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A. Yes, s i r . 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n o f Mr. Daves. We move t h e 

i n t r o d u c t i o n o f h i s e x h i b i t , I b e l i e v e i t ' s 6, 

y e s , s i r , E x h i b i t 6. 

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

a d m i t t e d as e v i d e n c e . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Daves, why was t h e Hanks w e l l No. 1 

n o t a b l e t o r e c o v e r t h e PC r e s e r v e s i n t h e 

n o r t h w e s t q u a r t e r ? 

A. What we've i d e n t i f i e d t h r o u g h 

e v a l u a t i o n o f t h a t w e l l b o r e i s t h a t i t was an 

o p e n h o l e c o m p l e t i o n s t i m u l a t e d w i t h 

n i t r o g l y c e r i n , c o m p l e t e d i n a p p r o x i m a t e l y 1949. 

And t h a t o v e r t i m e t h e w e l l b o r e i t s e l f , t h e 

o p e n h o l e p o r t i o n c o l l a p s e d , and t h e r e f o r e i t was 

n o t c a p a b l e o f p r o d u c t i o n a t t h a t p o i n t . 

Q. I s i t n o t p o s s i b l e or n o t f e a s i b l e t o 

r e e n t e r t h e Hanks No. 1 a t t h i s t i m e ? 

A. No. I t ' s been p e r m a n e n t l y p l u g g e d and 

abandoned. 

Q. D e s p i t e t h e f a c t t h a t i t ' s p l u g g e d and 

abandoned, c o u l d you n o t r e e n t e r i t and 
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r e c o m p l e t e i t ? 

A. I t w o u l d p r o b a b l y be cheaper t o go and 

d r i l l a new w e l l . The m e c h a n i c a l p r o b l e m s 

a s s o c i a t e d w i t h t r y i n g t o r e e n t e r t h a t w e l l b o r e 

w o u l d be s i g n i f i c a n t . 

Q. The 500 m i l l i o n c u b i c f e e t t h a t you 

d e t e r m i n e d t o be t h e r e s e r v e s under t h e n o r t h w e s t 

q u a r t e r — 

A. Uh-huh. 

Q. — i s t h a t r e c o v e r a b l e or i s t h a t — 

A. T h a t ' s r e m a i n i n g r e c o v e r a b l e r e s e r v e s . 

Q. Re m a i n i n g r e c o v e r a b l e . The d e c l i n e f o r 

t h e P i c t u r e d C l i f f s i n t h e a r e a , do t h e w e l l s 

e x h i b i t s i m i l a r d e c l i n e r a t e s ? 

A. On an a v e r a g e t h e y do. Some o f them 

a r e g r e a t e r , some o f them a r e l e s s . 

Q. Do you know what t h e ran g e i s ? 

A. Anywhere f r o m a p p r o x i m a t e l y 15 p e r c e n t 

t o 3.3 p e r c e n t . And t h e w e l l , t h e Hanks No. 1, 

i t s d e c l i n e was 8 p e r c e n t , and t h a t was o v e r , 

f r o m t h e l i f e o f t h e w e l l , f r o m 1949 u n t i l t h e 

h o l e c o l l a p s e d . 

Q. So t h e d e c l i n e r a t e t h a t y o u ' r e g o i n g 

t o use, was t h a t j u s t based on t h e Hanks w e l l , o r 

d i d you average? 
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A. I t was an a v e r a g e o f a l l o f them. The 

av e r a g e was 8.1 p e r c e n t , and t h e Hanks i t s e l f was 

8 p e r c e n t . 

Q. Now, you say you a v e r a g e d a l l o f t h e 

o f f s e t P i c t u r e d C l i f f s w e l l s ? 

A . R i g h t . 

Q. Do you have an e s t i m a t e on what y o u r 

i n i t i a l p r o d u c t i o n r a t e s m i g h t be f r o m t h e two 

zones ? 

A. We've e s t i m a t e d t h e F r u i t l a n d Coal r a t e 

t o be a p p r o x i m a t e l y 300 Mcf a day and t h e 

P i c t u r e d C l i f f s r a t e , a p p r o x i m a t e l y 120 Mcf a 

day . 

Q. Do you have any i n f o r m a t i o n r e g a r d i n g 

r e s e r v o i r p r e s s u r e i n t h e two d i f f e r e n t zones? 

A. Yes, s i r , I do. The F r u i t l a n d Coal 

p r e s s u r e i n t h e a r e a i s a p p r o x i m a t e l y 320 PSI, 

and t h e P i c t u r e d C l i f f s i n t h e a r e a i s 

a p p r o x i m a t e l y 240 PSI. 

Q. Does t h e F r u i t l a n d c o n t a i n w a t e r i n 

t h i s a r e a — 

A. No, s i r . 

Q. — t h e F r u i t l a n d F o r m a t i o n ? 

A. I t ' s a d r y p r o d u c e r . 

Q. Has S o u t h l a n d a c t u a l l y d r i l l e d t h e 
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A z t e c 700? 

A. No, s i r . I t ' s on t h e s c h e d u l e f o r 

O c t o b e r , I do b e l i e v e . 

Q. Okay. Mr. Daves, how l o n g w i l l t h e 

P i c t u r e d C l i f f s be t e s t e d i n i t i a l l y ? 

A. A p p r o x i m a t e l y 24 h o u r s . 

Q. You f e e l l i k e 24 h o u r s i s enough t o 

g i v e you a good i n d i c a t i o n o f what t h a t ' s g o i n g 

t o p r o d u c e ? 

A. Yes, s i r , t h a t and t h e e s t a b l i s h m e n t 

t h a t we do have o f f s e t p r o d u c t i o n between t h e 

two, we s h o u l d be a b l e t o come up w i t h a 

r e a s o n a b l e r a t e . 

Q. Do you have an o p i n i o n as t o w h e t h e r an 

a d d i t i o n a l w e l l i n — or w h e t h e r t h e p r o p o s e d 

w e l l i n t h e n o r t h w e s t q u a r t e r w i l l e f f e c t i v e l y 

d r a i n t h e west h a l f o f t h e s e c t i o n ? 

A. For a F r u i t l a n d Coal w e l l ? 

Q. R i g h t . 

A. Yes, s i r , I t h i n k i t w o u l d . 

Q. Do you t h i n k i t w o u l d be l e s s e f f e c t i v e 

t h a n a w e l l t h a t was l o c a t e d i n t h e s o u t h w e s t 

quar t e r ? 

A. I t w o u l d be e q u i v a l e n t . I d o n ' t see 

t h a t t h e r e w o u l d be a b i g d i f f e r e n c e . 
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EXAMINER CATANACH: T h a t ' s a l l I have 

0 f t h e w i t n e s s . 

Mr . C o o t e r ? 

MR. COOTER: May I ask j u s t a c o u p l e 

q u e s t i o n s ? 

EXAMINER CATANACH: Yes, s i r . 

EXAMINATION 

BY MR. COOTER: 

Q. Mr. Daves, w o u l d you t u r n once a g a i n t o 

y o u r E x h i b i t No. 3. My copy d o e s n ' t have t h o s e 

p e n c i l e d f i g u r e s , and t h e r e a r e a c o u p l e o f them 

1 d i d n ' t g e t . The P i c t u r e d C l i f f s w e l l i n t h e 

n o r t h e a s t q u a r t e r o f 12, what's t h e c u m u l a t i v e 

p r o d u c t i o n t h e r e ? 

A. 1,502,000 -- or 1,000,502,000. 1.5 

Bcf . 

Q. The s o u t h e a s t q u a r t e r i s 185 m i l l i o n ? 

A . Yes, s i r . 

Q. And t h e n t h e s o u t h w e s t q u a r t e r , y o u r 

we 11 t h e r e ? 

A. 750 m i l l i o n . 

Q. I t h i n k I g o t e v e r y t h i n g e l s e e x c e p t 

t h e Hanks No. 1 w e l l i n t h e n o r t h w e s t q u a r t e r 

p r i o r t o i t b e i n g p l u g g e d and abandoned. 

A. 591 m i l l i o n . 
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MR. COOTER: Thank you s i r . 

MR. KELLAHIN: C a l l a t t h i s t i m e our 

g e o l o g i c w i t n e s s , Ms. S t e w a r t - H i c k s . 

MS. STEWART-HICKS 

H a v i n g been d u l y sworn upon her o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Ms. S t e w a r t - H i c k s , have you on p r i o r 

o c c a s i o n s t e s t i f i e d b e f o r e t h e D i v i s i o n as a 

p e t r o l e u m g e o l o g i s t ? 

A . Yes, I have. 

Q. You t e s t i f i e d i n t h e h e a r i n g on t h e 

Az t e c 700 w e l l , d i d you n o t ? 

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

Q. P u r s u a n t t o y o u r employment as a 

g e o l o g i s t , have you a l s o made a g e o l o g i c s t u d y o f 

t h e P i c t u r e d C l i f f s and t h e c o a l gas p o o l w i t h 

r e g a r d s t o t h i s p a r t i c u l a r a p p l i c a t i o n ? 

A . Yes, I have. 

MR. KELLAHIN: We t e n d e r Mrs. 

S t e w a r t - H i c k s as an e x p e r t p e t r o l e u m g e o l o g i s t . 

EXAMINER CATANACH: She i s so 

qua 1 i f i ed. 

Q. (BY MR. KELLAHIN) L e t me have you t u r n 
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w i t h me t o y o u r g e o l o g i c d i s p l a y s . I b e l i e v e 

t h e y s t a r t b e h i n d e x h i b i t t a b No. 5. 

A. Uh-huh. 

Q. The f i r s t d i s p l a y i s what? 

A. F i r s t map i s a P i c t u r e d C l i f f s n e t pay 

i s o p a c h map. Net pay i s d e f i n e d as r e s i s t i v i t y 

g r e a t e r t h a n t h e s h a l e b a s e l i n e and w i t h an SP 

d e f l e c t i o n o f g r e a t e r t h a n 10 m i l l i v o l t s 

d e f l e c t i o n . The c o n t o u r i n t e r v a l i s 10 f e e t . 

But t h e map i s c o l o r e d i n 2 0 - f o o t i n c r e m e n t s . 

You can see t h e Hanks 501 i n t h e 

n o r t h w e s t q u a r t e r o f S e c t i o n 12 o f 27 and 10, and 

i t ' s i d e n t i f i e d by a s t a r . 

Q. When Mr. Daves does h i s e n g i n e e r i n g 

e v a l u a t i o n and d e t e r m i n e s t h a t he b e l i e v e s 

t h e r e ' s r e m a i n i n g PC r e s e r v e s t o be p r o d u c e d by 

a n o t h e r P i c t u r e d C l i f f s w e l l i n t h e n o r t h w e s t 

q u a r t e r , what i s i t t h a t you can do t o e i t h e r 

v a l i d a t e or c o n f i r m h i s e n g i n e e r i n g c o n c l u s i o n s ? 

A. I can s u p p l y him n e t pay f i g u r e s w h i c h 

w i l l h e l p him d e t e r m i n e v o l u m e t r i c c a l c u l a t i o n s . 

Q. When you l o o k a t t h e P i c t u r e d C l i f f s 

n e t pay i s o p a c h , does i t s u r p r i s e you t h a t he has 

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

t h e n o r t h w e s t q u a r t e r t o be d e v e l o p e d and 
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pr o d u c e d ? 

A. No, i t does n o t s u r p r i s e me. 

Q. When you l o o k a t t h e f o u r q u a r t e r 

s e c t i o n s w i t h i n S e c t i o n 12, w h i c h i s t h e b e s t o f 

t h e f o u r q u a r t e r s e c t i o n s f o r P i c t u r e d C l i f f s 

p r o d u c t i o n ? 

A. The n o r t h w e s t q u a r t e r i s t h e b e s t . 

Q. And how do you c o n c l u d e t h a t ? 

A. I t has t h e t h i c k e s t n e t pay. You can 

see t h a t you can a n t i c i p a t e o v e r 70 f e e t o f n e t 

pay i n t h e n o r t h w e s t q u a r t e r as c o n t r a s t e d t o 50 

f e e t i n t h e s o u t h h a l f or 60 f e e t i n t h e 

n o r t h e a s t q u a r t e r . 

Q . For P i c t u r e d C l i f f s p r o d u c t i o n s , i s 

t h e r e a r e l a t i o n s h i p i n p r o d u c t i v i t y and n e t pay 

t h i c k n e s s i n t h e r e s e r v o i r ? 

A. G e n e r a l l y t h e t h i c k e r t h e n e t pay, t h e 

more r e s e r v e s t h a t you can r e c o v e r . 

Q. L e t ' s t u r n now t o y o u r i n v e s t i g a t i o n o f 

t h e F r u i t l a n d C o a l . What have you d i s p l a y e d on 

t h e n e x t e x h i b i t f o l l o w i n g t h e i s o p a c h on t h e 

P i c t u r e d C l i f f s ? 

A. T h i s map i s a n e t c l e a n c o a l i s o p a c h o f 

t h e F r u i t l a n d Coal F o r m a t i o n . C o n t o u r i n t e r v a l 

i s 5 f e e t . The c o l o r i n g i s i n 1 5 - f o o t 
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i n c r e m e n t s . A g a i n you can see t h e s p a c i n g u n i t s 

f o r t h e Hanks No. 501 i s h i g h l i g h t e d i n t h e west 

h a l f of S e c t i o n 12, 27 and 10. And t h e Hanks 501 

i s i d e n t i f i e d by t h e s t a r . 

I f you l o o k a t t h a t map, you can see 

t h a t t h e west h a l f i s f a i r l y e q u i v a l e n t 

t h i c k n e s s e s f r o m 35 f e e t up t o 40 f e e t . 

Q. From a g e o l o g i c p o i n t o f v i e w , does i t 

compromise t h e F r u i t l a n d Coal p r o d u c t i o n by 

l o c a t i n g t h e w e l l i n t h e n o r t h w e s t q u a r t e r as 

opposed t o t h e s o u t h w e s t q u a r t e r ? 

A. No. B o t h l o c a t i o n s l o o k e q u a l . 

Q. And g e o l o g i c a l l y what do you g a i n w i t h 

t h e w e l l l o c a t e d i n t h e n o r t h w e s t q u a r t e r t h a t 

you d o n ' t a c h i e v e w i t h t h e w e l l i n t h e s o u t h w e s t 

quar t e r ? 

A. You g a i n t h e a b i l i t y t o e x p l o i t t h e 

r e m a i n i n g P i c t u r e d C l i f f s r e s e r v e s . 

Q. You've i n c l u d e d a s t r u c t u r e map on t h e 

base o f t h e F r u i t l a n d Coal as t h e l a s t d i s p l a y i n 

t h i s e x h i b i t s e c t i o n . 

A. Yes. 

Q. I d e n t i f y and d e s c r i b e t h a t f o r us. 

A. T h i s i s a s t r u c t u r e map on t h e base of 

t h e F r u i t l a n d Coal F o r m a t i o n . C o n t o u r i n t e r v a l 
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i s 20 f e e t , as you can see, t h e Hanks 501 

i d e n t i f i e d by a s t a r i n t h e n o r t h w e s t o f 12, 

S e c t i o n 12. You can see t h a t s t r u c t u r a l s t r i k e 

r u n s f r o m n o r t h w e s t t o s o u t h e a s t . And t h e 

f o r m a t i o n d i p s t o t h e n o r t h e a s t a t a p p r o x i m a t e l y 

50 t o 85 f e e t p e r m i l e . I n o t h e r w o r d s , i t ' s 

q u i t e f l a t . 

Q. S t r u c t u r e i s n o t t h e n g o i n g t o be an 

i m p o r t a n t component i n d e t e r m i n i n g a g e o l o g i c 

c o n c l u s i o n f o r t h e optimum l o c a t i o n ? 

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

MR. KELLAHIN: L e t ' s go t o t h e 

c r o s s - s e c t i o n , w h i c h i s i n t h e p o c k e t a t t h e back 

o f t h e e x h i b i t book, Mr. Examiner. I t i s marked 

as E x h i b i t No. 7, i f y o u ' l l u n f o l d t h e 

c r o s s - s e c t i o n f o r us. 

Q. B e f o r e you d i s c u s s t h e c r o s s - s e c t i o n 

i t s e l f , e x p l a i n t o us t h e o r i e n t a t i o n o f t h a t 

c r o s s - s e c t i o n and t e l l us why you have s e l e c t e d 

t h a t p a r t i c u l a r o r i e n t a t i o n . 

A. The l o c a t o r map, on t h e r i g h t s i d e o f 

t h e map, shows t h e c r o s s - s e c t i o n o r i e n t a t i o n . I t 

r u n s f r o m s o u t h w e s t t o n o r t h e a s t . I t r u n s f r o m 

— i t ' s a d i p s e c t i o n . And t h e r e a s o n t h a t I r a n 

t h a t was t o see i f t h e r e was any d i f f e r e n c e i n 
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F r u i t l a n d Coal c o n t i n u i t y , any changes i n t h e 

F r u i t l a n d C o a l , and a l s o t o show t h e c h a n g i n g 

t h i c k n e s s o f n e t pay i n t h e P i c t u r e d C l i f f s . 

Q. A l l r i g h t . L e t ' s r e a d a c r o s s t h e 

c r o s s - s e c t i o n and l o c a t e where y o u r p r o p o s e d w e l l 

i s g o i n g t o be as we w o u l d f i n d i t on t h i s 

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

A. The p r o p o s e d w e l l i s -- t h e t w i n w e l l 

i s t h e S o u t h l a n d R o y a l t y Company Hanks No. 13-E, 

w h i c h i s t h e f o u r t h w e l l f r o m t h e r i g h t on t h e 

c r o s s - s e c t i o n . The Hanks 501 w i l l be s i t u a t e d 

between t h a t p r o p o s e d t w i n w e l l , t h e Hanks No. 

13-E and t h e R. B. S u l l i v a n Gas U n i t No. 3. 

Q. You've a l s o shown on h e r e t h e P i c t u r e d 

C l i f f s i n f o r m a t i o n . What does t h i s c r o s s - s e c t i o n 

t e l l you about t h e P i c t u r e d C l i f f s ? 

A. What t h i s c r o s s - s e c t i o n t e l l s me i s 

t h a t y o u ' r e t h i n i n t h e s o u t h w e s t p o r t i o n ; y o u ' r e 

t h i c k i n t h e c e n t e r o f t h e c r o s s - s e c t i o n ; t h e n 

y o u ' r e t h i n a g a i n t o t h e n o r t h e a s t . You can see 

i n t h e t w i n w e l l t o our p r o p o s e d Hanks 501 t h a t 

we have a n i c e , t h i c k P i c t u r e d C l i f f s s e c t i o n . 

Q. What i s y o u r u l t i m a t e c o n c l u s i o n t h e n 

a b o u t t h e e n t i r e g e o l o g i c i n v e s t i g a t i o n you have 

made c o n c e r n i n g t h i s a p p l i c a t i o n ? 
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A. I c o n c l u d e t h a t t h e P i c t u r e d C l i f f s has 

r e m a i n i n g r e c o v e r a b l e r e s e r v e s i n t h e n o r t h w e s t 

q u a r t e r and t h a t t h e b e s t way t o e x p l o i t t h o s e 

r e s e r v e s i s t o d r i l l a commingled F r u i t l a n d 

C o a l - P i c t u r e d C l i f f s w e l l . 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n o f Mrs. S t e w a r t - H i c k s . We move t h e 

i n t r o d u c t i o n o f her e x h i b i t s . They a r e marked i n 

t h e e x h i b i t book as E x h i b i t 5 and E x h i b i t 7. 

EXAMINER CATANACH: E x h i b i t 5 and --

MR. KELLAHIN: 7. 

EXAMINER CATANACH: E x h i b i t s 5 and 7 

w i l l be a d m i t t e d as e v i d e n c e . 

EXAMINER CATANACH: I have no q u e s t i o n s 

o f t h e w i t n e s s . 

Mr. C o o t e r , a n y t h i n g o f t h i s w i t n e s s ? 

MR. COOTER: No, s i r . 

MR. KELLAHIN: That c o n c l u d e s our 

p r e s e n t a t i o n i n t h i s case, Mr. Examiner. 

EXAMINER CATANACH: Mr. K e l l a h i n , do 

you p r o p o s e t o t r y and f i n d o u t wh a t ' s g o i n g on 

i n t e r m s o f t h e agreement a f t e r t h e h e a r i n g ? 

MR. KELLAHIN: Yes, s i r . I ' l l make 

t h a t i n v e s t i g a t i o n . And t h e n I ' l l d i s c u s s t h i s 

m a t t e r w i t h Mr. C o o t e r , and t h e n w e ' l l a d v i s e you 
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of t h e outcome o f t h a t d i s c u s s i o n . I d o n ' t know 

t h a t i t a f f e c t s you t a k i n g t h i s under a d v i s e m e n t 

and c o n c l u d i n g t h e m a t t e r . 

The e v i d e n c e has been p r e s e n t e d , and I 

see no r e a s o n t o l e a v e t h e r e c o r d open. I t h i n k 

we can s i m p l y s u p p l e m e n t t h a t by t h e r e s u l t s o f 

what Mr. C o o t e r and I d e t e r m i n e i s t h e f i n a l 

p o s i t i o n o f t h e p a r t i e s on t h i s i s s u e . 

EXAMINER CATANACH: I f you p r o v i d e me 

w i t h t h a t i n f o r m a t i o n , I ' l l a p p r e c i a t e i t . 

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

EXAMINER CATANACH: There b e i n g n o t h i n g 

f u r t h e r , Case 10531 w i l l be t a k e n under 

a d v i s e m e n t . 

[And t h e p r o c e e d i n g s were c o n c l u d e d . ] 

I do hereby certify that the 
a comp i l e .-ecor,. o f t » , p ' 
the £ x a m i n e r h „ P O C ' a c 
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