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EXAMINER CATANACH: C a l l t h e h e a r i n g 

back t o o r d e r . At t h i s t i m e w e ' l l c a l l Case 

10533, a p p l i c a t i o n o f BTA O i l P r o d u c e r s f o r 

d i r e c t i o n a l d r i l l i n g and an u n o r t h o d o x b o t t o m h o l e 

gas w e l l l o c a t i o n , Eddy County, New Mexi c o . 

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. CARR: May i t p l e a s e t h e Examiner, 

my name i s W i l l i a m F. C a r r w i t h t h e law f i r m , 

C a m p b e l l , C a r r , Berge & S h e r i d a n . We r e p r e s e n t 

BTA O i l P r o d u c e r s . And I have one w i t n e s s . 

EXAMINER CATANACH: Other appearances? 

MR. KELLAHIN: Mr. Examiner, I'm Tom 

K e l l a h i n , o f t h e Santa Fe law f i r m o f K e l l a h i n & 

K e l l a h i n , a p p e a r i n g on b e h a l f o f M a r a t h o n O i l 

Company. And I do n o t have any w i t n e s s e s t o d a y . 

EXAMINER CATANACH: Any o t h e r 

a p p e arances? 

W i l l t h e w i t n e s s , p l e a s e , s t a n d and be 

swo r n i n . 

KEITH LOGAN 

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. CARR: 

Q. W i l l you s t a t e y o u r f u l l name and p l a c e 
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of r es i d e n c e ? 

A. K e i t h Logan. I l i v e i n M i d l a n d , Texas. 

Q. By whom a r e you employed? 

A. BTA O i l P r o d u c e r s . 

Q. And i n what c a p a c i t y ? 

A. As a r e s e r v o i r e n g i n e e r . 

Q. Mr. Logan, have you p r e v i o u s l y 

t e s t i f i e d b e f o r e t h i s D i v i s i o n ? 

A . Yes, I have. 

Q. At t h e t i m e o f t h a t p r i o r t e s t i m o n y , 

were y o u r c r e d e n t i a l s as a p e t r o l e u m e n g i n e e r 

a c c e p t e d and made a m a t t e r o f r e c o r d ? 

A. Yes, t h e y were. 

Q. Are you f a m i l i a r w i t h t h e a p p l i c a t i o n 

f i l e d t o d a y on b e h a l f o f BTA O i l P r o d u c e r s ? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h t h e s u b j e c t w e l l 

and BTA's p l a n s t o d i r e c t i o n a 1 1 y d r i l l t h i s w e l l ? 

A. Yes, I am. 

MR. CARR: Are t h e w i t n e s s ' 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

EXAMINER CATANACH: They a r e . 

Q. (BY MR. CARR) Mr. Logan, w o u l d you 

b r i e f l y s t a t e what BTA seeks w i t h t h i s 

a p p l i c a t i o n ? 
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A. We a r e s e e k i n g a p p r o v a l t o 

d i r e c t i o n a l l y d r i l l o ur e x i s t i n g 9201 JV-P I n d i a n 

No. 1 w e l l , w h i c h i s l o c a t e d 1650-1650 f r o m t h e 

n o r t h and e a s t l i n e o f S e c t i o n 20 o f 22 South and 

23 East i n Eddy County, New M e x i c o , and k i c k i t 

o f f a t a p p r o x i m a t e l y 5400 f e e t and d e v i a t e t o t h e 

n o r t h e a s t o r b o t t o m h o l e l o c a t i o n o f 1300 f e e t 

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

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

w e l 1? 

A. We a r e c u r r e n t l y j u s t — we a r e pumping 

r i g h t now w a t e r o f f o f i t . 

Q. When was i t d r i l l e d ? 

A. W e l l , i t was a c t u a l l y d r i l l e d i n --

s t a r t e d d r i l l i n g i n March. We g o t t o TD, b u t t h e 

o r i g i n a l TD was i n t h e Morrow i n May o f t h i s 

y e a r . 

Q. And t h e w e l l i s c u r r e n t l y p r o d u c i n g 

w a t e r ? 

A. C o r r e c t . 

Q. Has t h e r e been a gas show? 

A. Yes. 

Q. I s t h i s a c o m m e r c i a l w e l l ? 

A . No, i t i s n o t . 

Q. And i n what p o o l i s t h e w e l l c o m p l e t e d ? 
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A. I t w o u l d be c o m p l e t e d w i t h i n t h e I n d i a n 

B a s i n - U p p e r Penn. 

Q. What a r e t h e s p a c i n g r e q u i r e m e n t s i n 

t h a t p o o l ? 

A. Okay. I t ' s on 6 4 0 - a c r e s p a c i n g . 

Q. What w o u l d be a s t a n d a r d w e l l l o c a t i o n 

s e t b a c k f r o m t h e o u t e r b oundary? 

A. No c l o s e r t h a n 1650 f r o m any b o u n d a r y 

— w e l l , f r o m two b o u n d a r i e s . 

Q. L e t ' s go t o what has been marked as BTA 

E x h i b i t No. 1. Would you i d e n t i f y t h a t , p l e a s e ? 

A. Okay. E x h i b i t No. 1 i s r e a l l y a 

c o m b i n a t i o n o f b o t h a s t r u c t u r e map and i t a l s o 

i n c l u d e s p r o d u c t i o n f r o m w e l l s on t h e map w i t h i n 

t h e I n d i a n B a s i n - U p p e r Penn P o o l . And, as you 

can see t h e f i e l d , t h i s i s a s o u t h e r n e x t e n s i o n 

of t h e f i e l d . 

You do have w e l l s t o t h e e a s t o f t h e 

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

f r o m t h e Upper Penn. The w e l l i n 2 1 , o f c o u r s e , 

made 12 Bcf and t h e one i n 22 made 10. B u t , o f 

c o u r s e , t h e w e l l s t o t h e n o r t h a r e by f a r t h e 

b e t t e r w e l l s i n t h e f i e l d . 

What I'm s h o w i n g h e r e , s t r u c t u r a l l y we 

came i n a t a minus 3054, w h i c h p u t us 
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s i g n i f i c a n t l y h i g h t o t h e w e l l i n S e c t i o n 2 1 , 

w h i c h i s s t i l l making gas b u t i s making some 

w a t e r . And, you know, we a r e q u i t e a b i t u p - d i p 

t o t h a t , and when we d r i l l e d t h e w e l l , we f o u n d 

f r o m RFT p r e s s u r e s t h a t we were i n c o m m u n i c a t i o n 

w i t h t h e main r e s e r v o i r a t 1400 pounds. 

Q. Now, on what i n t e r v a l have you 

c o n t o u r e d ? 

A. W e l l , t h i s i s t h e t o p o f t h e Upper 

Penn . 

Q. A l l r i g h t . And t h e s u b j e c t w e l l i s 

shown i n t h e n o r t h h a l f o f 20? 

A . C o r r e c t . 

Q. The s u r f a c e l o c a t i o n i s i n d i c a t e d and 

t h e p r o p o s e d b o t t o m h o l e l o c a t i o n has a r e d c i r c l e 

a r o u n d i t ? 

A. Red c i r c l e , c o r r e c t . 

Q. Who owns t h e a c r e a g e o r o p e r a t e s t h e 

ac r e a g e n o r t h , n o r t h e a s t , and e a s t o f t h i s 

p r o p e r t y ? 

A. Okay. N o r t h and n o r t h e a s t Chevron 

o p e r a t e s , b u t M a r a t h o n O i l has a l a r g e i n t e r e s t 

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

by Amax. 

Q. How d i d BTA a c t u a l l y a c q u i r e i t s 
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i n t e r e s t i n S e c t i o n 20? 

A. The n o r t h h a l f o f S e c t i o n 20 was by 

f a r m o u t f r o m Chevron. The s o u t h h a l f was by 

f a r m o u t f r o m M o b i l . 

Q. I f y o u ' r e a b l e t o make a s u c c e s s f u l 

c o m p l e t i o n i n t h e I n d i a n B a s i n - U p p e r Penn, w o u l d 

you c o m m u n i t i z e t h e e n t i r e S e c t i o n 20 — 

A. R i g h t . 

Q. -- f o r a s t a n d a r d u n i t ? 

A. R i g h t . 

Q. You i n d i c a t e d t h a t , a l t h o u g h t h e w e l l 

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

w e l l s t o t h e e a s t ? 

A. C o r r e c t -- w e l l , r i g h t , t o t h e e a s t and 

n o r t h e a s t . 

Q. L e t ' s go now t o what has been marked as 

BTA E x h i b i t No. 2, y o u r c r o s s - s e c t i o n , and I 

w o u l d ask you t o r e v i e w t h i s f o r Mr. Catanach. 

A. Okay. The map f o r t h e c r o s s - s e c t i o n s 

on t h e f a r r i g h t s i d e t h a t -- what t h i s i s i s a 

s t r u c t u r a l c r o s s - s e c t i o n n o r t h - s o u t h , okay, g o i n g 

n o r t h - s o u t h i n c l u d i n g t h e two w e l l s i n S e c t i o n 16 

and 17, w h i c h a r e two r e a l l y good p r o d u c i n g w e l l s 

e x t e n d i n g s o u t h t o our l o c a t i o n and t h e n g o i n g t o 

t h e d r y h o l e i n S e c t i o n 21 and a l s o t h e p r o d u c e r 
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i n S e c t i o n 21 and t h e n t h e d r y h o l e down i n 28. 

And on t h e l e f t s i d e , o f c o u r s e , t h a t 

i s t h e w e l l i n t h e S e c t i o n 17, w h i c h has made 

w e l l o v e r 30 B c f . And as you come down, o f 

c o u r s e , you a r e g o i n g d o w n - s t r u e t u r e , and you 

come t o t h e w e l l i n S e c t i o n 16. I j u s t 

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

s t a n d p o i n t . And you come down t o our l o c a t i o n , a 

t h i r d we 11. 

What e n c o u r a g e d us about what we f o u n d 

h e r e was we f o u n d c l e a n d o l o m i t e . I t had good 

p o r o s i t y f o r t h i s a r e a . And t h e f a c t t h a t we r a n 

RFT p r e s s u r e s on i t and g o t s e v e r a l t h a t 

c o n f i r m e d t h a t we were t i e d i n w i t h t h e main 

r e s e r v o i r and we were h i g h t o w e l l s t h a t , you 

know, s t i l l p r o d u c e d gas, we f e l t l i k e we had a 

v e r y good s h o t a t making a gas w e l l t h e r e . 

As you c o n t i n u e down h e r e , t h e w e l l t o 

t h e e a s t , w h i c h i s t h e d r y h o l e , was s t r u c t u r a l l y 

f l a t t o us. B u t , as you can see, what I ' v e g o t 

c o l o r e d i n g r e e n , t h e pay q u a l i t y or t h e c l e a n 

d o l o m i t e was j u s t n o t i n e x i s t e n c e . I t was v e r y 

r a t t y l o o k i n g t o me. You had s h a l e s i n t e r m i x e d 

i n t h e r e . And t h e y d i d have shows o f gas on t h a t 

w e l l , b u t we're n o t a b l e t o p r o d u c e i t . 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

16 

1 7 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

1 2 

Q. I n d r i l l i n g t h e w e l l d i d you. use 

f r e s h w a t e r ? 

A. We used f r e s h w a t e r . 

Q. And what k i n d o f volumes d i d you use? 

A. W e l l , we had a w a t e r w e l l when we were 

d r i l l i n g i t . I n f a c t , s i n c e we were t a k i n g i t t o 

t h e Morrow, we d r i l l e d t h i s s e c t i o n and l o g g e d i t 

and c o n t i n u e d t o d r i l l and t h e n r a n p i p e s . So we 

f i g u r e d t h e zone i t s e l f was open f o r about f i v e 

days w i t h h a v i n g j u s t f r e s h w a t e r on i t , 

f r e s h w a t e r s i t t i n g on t o p o f 1400 pounds. 

There was v e r y good i n d i c a t i o n s t h a t 

you w o u l d l o s e f l u i d because i t was g o i n g t o go 

i n t o t h a t 1400 pounds. And we t h i n k we c o u l d 

have l o s t as much as 20,000 b a r r e l s . 

Q. Now, by d i r e c t i o n a l l y d r i l l i n g t o t h e 

p r o p o s e d u n o r t h o d o x l o c a t i o n , what i s i t t h a t BTA 

hopes t o a c h i e v e ? 

A. We want t o g e t away f r o m t h i s w e l l b o r e , 

and we a l s o want t o g a i n some s t r u c t u r e . We — 

Q. L e t ' s move t o BTA E x h i b i t No. 3. C o u l d 

you i d e n t i f y t h a t and r e v i e w i t f o r t h e 

Examiner ? 

A. Okay. E x h i b i t No. 3 i s a map s h o w i n g 

t h e "A" on E x h i b i t No. 3 -- "A" on E x h i b i t No. 3 
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i s t h e subsea e l e v a t i o n o f t h e t o p p e r f and t h e 

b o t t o m p e r f . 

Q. Now, you have t h a t f o r each w e l l i n t h e 

im m e d i a t e a r e a e x c e p t t h e s u b j e c t w e l l ? 

A . C o r r e c t . 

Q. And t h e n what does t h e "B" i n d i c a t e ? 

A. The "B" i n d i c a t e s t h e c u r r e n t gas 

p r o d u c i n g r a t e , c u r r e n t w a t e r p r o d u c i n g r a t e . 

Q. And, Mr. Logan, t h e f i g u r e s f o r t h e 

s u b j e c t w e l l were j u s t i n a d v e r t e n t l y o m i t t e d f r o m 

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

A. C o r r e c t . 

Q. What i s t h e p e r f o r a t e d i n t e r v a l i n t h e 

BTA w e l l i n t h e n o r t h h a l f o f S e c t i o n 20? 

A. Okay. The t o p p e r f o r a t i o n i s a t a 

minus 3054, and t h e b o t t o m p e r f o r a t i o n i s a t 

minus 3 14 5. 

Q. And how does t h i s i n t e r v a l compare w i t h 

t h e o f f s e t t i n g w e l l s ? 

A. W e l l , i f you l o o k t o t h e w e l l s t o t h e 

e a s t and, say, l i k e , t h e w e l l i n 15 and t h e w e l l 

i n 2 1 , i t ' s t e l l i n g me t h a t o u r b o t t o m 

p e r f o r a t i o n , you know, was s t i l l above t h e i r 

b o t t o m p e r f o r a t i o n . And t h e one i n 21 i s 

c o m p l e t e l y below our b o t t o m p e r f o r a t i o n . And 
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t h e y a r e s t i l l making some gas. They a r e making 

wat e r a l s o . 

The w e l l i n 15, t h o u g h , t h e b o t t o m 

p e r f o r a t i o n i s a t minus 3303, w h i c h i s more t h a n 

150 f e e t below our b o t t o m p e r f o r a t i o n . And t h e y 

a r e making gas a l m o s t w a t e r - f r e e . 

Q . Mr. Logan, what a r e t h e p r o d u c i n g r a t e s 

i n t h e BTA w e l i i n t h e n o r t h h a l f o f 20? 

A. W e l l , e s s e n t i a l l y what we're making, 

we're making v e r y l i t t l e gas, b u t we a r e making 

— we've g o t a pumping u n i t on i t , a g a s - o p e r a t e d 

pumping u n i t . And we a r e making enough gas t o 

r u n i t , b u t we're making o v e r 400 b a r r e l s o f 

w a t e r a day. So we know we've g o t p e r m e a b i l i t y . 

Q. But y o u ' r e n o t p r o d u c i n g gas? 

A. Not i n c o m m e r c i a l q u a n t i t i e s , no. 

Q . Do you recommend t h a t a p e n a l t y be 

imposed on t h e p r o p o s e d u n o r t h o d o x w e l l l o c a t i o n ? 

A. W e l l , we have d i s c u s s e d t h i s w i t h 

Chevron and have a g r e e d or had a g r e e d t o a 21 --

r o u g h l y a 21 p e r c e n t p e n a l t y . 

Q. Have s u b s e q u e n t l y you been i n 

n e g o t i a t i o n s w i t h M a r a t h o n t o t r y and s t i p u l a t e a 

p e n a l t y t o be imposed on t h i s w e l l due t o i t s 

u n o r t h o d o x l o c a t i o n ? 
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A. Yes, we have. 

Q. And what p e n a l t y i s t h a t ? 

A. I t ' s 32-1/2 p e r c e n t . 

Q. Does BTA recommend t h a t t h a t p e n a l t y be 

imposed on t h e w e l l a t t h i s p r o p o s e d b o t t o m h o l e 

l o c a t i o n ? 

A. Yes, we do . 

Q. And a g a i n s t what s h o u l d t h i s p e n a l t y 

a c t u a l l y be a p p l i e d ? 

A. A g a i n s t t h e a l l o w a b l e . 

Q. Now, t h e 21 p e r c e n t p e n a l t y was based 

j u s t on d i s t a n c e e ncroachment t o w a r d t h e o f f s e t 

p r o p e r t y ? 

A. R i g h t . The 1300 over t h e 1650. 

Q. And t h e 32.5 p e r c e n t p e n a l t y was what? 

A. Was based on n e g o t i a t i o n s . 

Q. W i l l BTA c o n d u c t a d i r e c t i o n a l s u r v e y 

t o d e t e r m i n e t h e e x a c t l o c a t i o n o f t h e b o t t o m h o l e 

o f t h i s w e l l as r e q u i r e d by D i v i s i o n Rule 111? 

A. Yes, we w i l l . 

Q. I s E x h i b i t No. 5 a copy o f an a f f i d a v i t 

c o n f i r m i n g t h a t n o t i c e o f t o d a y ' s h e a r i n g has 

been p r o v i d e d t o o f f s e t t i n g o p e r a t o r s as r e q u i r e d 

by OCD r u l e ? 

A. Yes, i t i s . 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

22 

23 

24 

2 5 

16 

Q. And t h e o p e r a t o r s a r e i d e n t i f i e d , and 

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

A. C o r r e c t . 

Q. I n y o u r o p i n i o n 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 and c o m p l e t i o n o f t h e w e l l a t t h e 

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

BTA, i f t h e w e l l i s s u c c e s s f u l , t o r e c o v e r 

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

A. Yes. 

Q. And t h a t w o u l d p r e v e n t waste? 

A . C o r r e c t . 

Q. I n y o u r o p i n i o n w i l l a p p r o v a l o f t h e 

l o c a t i o n and i m p o s i t i o n o f a p e n a l t y o f 32-1/2 

p e r c e n t e n a b l e BTA t o p r o d u c e t h e w e l l w i t h o u t 

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

i n t e r e s t owners i n t h e p o o l ? 

A. Yes, i t w i l l . 

Q. Were E x h i b i t s 1, 2, 3, and 5 e i t h e r 

p r e p a r e d by you o r c o m p i l e d under y o u r d i r e c t i o n 

A. Yes, t h e y were. 

MR. CARR: At t h i s t i m e , Mr. Cat a n a c h , 

we move t h e a d m i s s i o n o f BTA E x h i b i t s 1, 2, 3, 

and 5 . 

EXAMINER CATANACH: E x h i b i t s 1, 2, 3 

and 5 w i l l be a d m i t t e d as e v i d e n c e . 
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MR. CARR: 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. Logan. 

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

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Logan, a c o u p l e o f q u e s t i o n s f o r 

c l a r i f i c a t i o n . On t h e c r o s s - s e c t i o n t h a t we have 

i n f r o n t o f us, when we l o o k a t w e l l No. 4, w h i c h 

i s t h e Hanagan w e l l i n t h e n o r t h w e s t o f 2 1 , 

E x h i b i t 3 shows t h a t t o be a d r y h o l e ? 

A. Yes. 

Q. I n l o o k i n g a t t h e t e s t i n f o r m a t i o n on 

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

r e c o v e r f o r m a t i o n w a t e r i n any o f t h e t e s t s . D i d 

I r e a d t h a t r i g h t ? 

A. Not t h a t has been r e p o r t e d . 

Q. Okay. 

A. I d o n ' t know o f any. 

Q. When we l o o k a t y o u r w e l l , No. 3, d i d 

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

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

p e r f o r a t i o n s , o r were a l l t h e s e p e r f o r a t i o n s done 

a t t h e same t i m e ? 

A. They were done a t t h e same t i m e . They 

were n o t , you know, each t e s t e d s e p a r a t e l y . No. 
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Q. Do you have any o p i n i o n a b o u t where t h e 

g a s - w a t e r c o n t a c t m i g h t be i n t e r m s o f E x h i b i t 

No. 3, t h e s t r u c t u r e map? 

A. W e l l , t h e w e l l I'm r e a l l y k e y i n g o f f o f 

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

2 1 , b e i n g t h a t t h e t o p f i t s a t a minus o f 3197. 

I t s t o p p e r f i s a t minus 3204 and b o t t o m p e r f a t 

minus 3348. I t h i n k i t ' s g o i n g t o be somewhere 

i n t h e 32 -- minus 3200 range i s what we're 

l o o k i n g a t , o r I d o n ' t t h i n k we e v e r w o u l d have 

d r i l l e d t h e w e l l i n t h e f i r s t p l a c e . 

Q. The w e l l i n t h e n o r t h e a s t o f 2 1 , i t i s 

w a t e r - f r e e gas p r o d u c t i o n ? 

A. I t i s n o t w a t e r - f r e e , no. 

Q. Where do you t h i n k t h e -- what's t h e 

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

w e l l ? 

A. W e l l , I ' d say t h e h i g h e s t known p o i n t 

w o u l d have t o be t h e t o p p e r f o r a t i o n . 

Q. Okay. 

A. I mean, t h a t w o u l d be t h e , I t h i n k , t h e 

w o r s t - c a s e s c e n a r i o , i s t o p u t i t a t t h e v e r y 

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

3200, minus 3200 p o i n t . 

Q. And y o u r e x p l a n a t i o n f o r t h e w a t e r 
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p r o d u c t i o n i n y o u r w e l l i s t h a t t h i s may be l o a d 

w a t e r t h a t was i n t h e w e l l t h a t a f f e c t e d t h e 

a b i l i t y o f t h a t w e l l t o p r o d u c e gas? 

A. W e l l , we f e l t i t was l o a d w a t e r f o r a 

l o n g t i m e . I c a n ' t e x p l a i n what — I t h i n k we've 

g i v e n i t e v e r y s h o t and t o t h i s p o i n t have made a 

l o t o f w a t e r beyond t h e l o a d p o i n t . And we j u s t 

f e e l l i k e t h i s i s t h e o n l y a l t e r n a t i v e we have a t 

t h i s p o i n t . 

Q. Why a r e you p r o p o s i n g t o move t o t h e 

u n o r t h o d o x l o c a t i o n as opposed t o a l o c a t i o n t h a t 

w o u l d be more s t a n d a r d ? 

A. W e l l , I t h i n k i f we're g o i n g t o r i s k — 

I mean, t h i s l o c a t i o n has been s i t t i n g o u t h e r e 

f o r 20 y e a r s . I f we're g o i n g t o r i s k t h e money 

t o d e v i a t e i n any d i r e c t i o n , I t h i n k we o u g h t t o 

be moving u p - s t r u c t u r e . 

Q. And so t h e r e d r i l l i n g o f t h e w e l l t o a 

new b o t t o m h o l e l o c a t i o n i s i n t e n d e d t o g a i n 

s t r u c t u r a l p o s i t i o n ? 

A. Yes. I d e f i n i t e l y t h i n k we're l o o k i n g 

t o do t h a t a l s o . 

Q. W i l l you have t h e a b i l i t y t o c o n t r o l 

t h e w e l l b o r e t o h i t a b o t t o m h o l e t a r g e t ? 

A. Yes, we w i l l . 
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Q. What i s y o u r p r o p o s e d b o t t o m h o l e r a d i u s 

t a r g e t t h a t you want t o s t a y w i t h i n ? 

A. W e l l , t h e r u l e s s t a t e w i t h i n 50 f e e t . 

Q. And i s t h a t a s t a n d a r d t h a t you b e l i e v e 

you can s a t i s f y i n e x e c u t i n g t h e r e d r i l l o f t h e 

we l 1? 

A . Def i n i t e l y . 

MR. KELLAHIN: No f u r t h e r q u e s t i o n s , 

Mr. Examiner. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Logan, how much w a t e r have you 

p r o d u c e d t o d a t e ? 

A. Roughly 40,000 b a r r e l s . 

Q. And a l o a d was 20,000 b a r r e l s ? 

A. That i s our e s t i m a t e . 

Q. Has t h e r e been any a t t e m p t made t o t r y 

and i s o l a t e p e r f o r a t i o n s t o see where t h e w a t e r 

was coming from? 

A. W e l l , we d i d r u n a p r o d u c t i o n l o g j u s t 

t o g e t an i d e a . And, you know, we're g e t t i n g t h e 

main f l o w t h r o u g h t h e -- or main e n t r y t h r o u g h 

t h e h i g h e r p o r o s i t y i n t e r v a l s . T h a t ' s , I mean, 

w h i c h i f you were t o , you know, p u t w a t e r i n , o f 

c o u r s e , i t ' s g o i n g t o go where i t ' s e a s i e s t t o go 
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i n t o . And we g o t our b e s t RFT p r e s s u r e s where we 

had our h i g h e s t p o r o s i t y t h e r e t o w a r d s t h e base. 

But we have n o t done a n y t h i n g t o i s o l a t e each 

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

Q. How much s t r u c t u r a l p o s i t i o n w i l l you 

g a i n w i t h t h e new b o t t o m h o l e l o c a t i o n ? 

A. I d o n ' t t h i n k we're g o i n g t o g a i n more 

t h a n 25 f e e t p e r s o n a l l y . 

Q. You m e n t i o n e d t h a t one o f t h e p r i m a r y 

r e a s o n s you wa n t e d t o d i r e c t i o n a l l y d r i l l was t o 

g e t away f r o m t h e w e l l b o r e . Why i s t h a t ? 

A. W e l l , you p u t so much w a t e r i n i t and 

you've t a k e n so much o u t , and we've done our b e s t 

guess how f a r t h e w a t e r m i g h t have gone. B u t , o f 

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

e i t h e r so — 

Q. So you f e e l l i k e t h a t d i s t a n c e away 

f r o m t h e w e l l b o r e w i l l g e t you c l e a r o f t h e 

w a t e r ? 

A. W e l l , we're n o t even s u r e o f t h a t a t 

t h i s p o i n t . I w i s h we were. T h e r e ' s no magic i n 

500 f e e t a t t h i s p o i n t . But we want t o g e t f a r 

enough away, and, you know, we a l s o f e l t l i k e a 

p e n a l t y m i g h t be a p o s s i b i l i t y and wanted t o keep 

t h a t t o a minimum. 
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Q. How l o n g has t h e w e l l been pumping? 

A. W e l l , we swabbed on i t f o r a b o u t two 

months. And we've been pumping on i t f o r a t 

l e a s t a month. 

Q. You d o n ' t c o n s i d e r s t a y i n g on t h e 

p r e s e n t w e l l b o r e and c o n t i n u e d pumping an 

a l t e r n a t i v e a t a l l ? 

A. W e l l , I t h i n k we've done e v e r y t h i n g we 

can a t t h i s p o i n t . I mean, I w o u l d have t h o u g h t 

we w o u l d have s h u t down a l o n g t i m e back, you 

know, when we had r e c o v e r e d what we t h o u g h t was 

a l l we c o u l d have l o s t i n t o i t . But t h e r e comes 

a p o i n t i n t i m e you've g o t t o do s o m e t h i n g 

d i f f e r e n t . 

Q. You d o n ' t t h i n k i t ' s g o i n g t o do any 

good t o s t a y on t h e w e l l ? 

A. No, I d o n ' t . 

Q. Okay. The p r o p o s e d p r o d u c t i o n p e n a l t y , 

as f a r as you u n d e r s t a n d , has been a g r e e d t o by 

BTA and by M a r a t h o n and by Chevron? 

A. Yes. 

Q. T h a t ' s n o t a q u e s t i o n h e r e ; t h a t ' s been 

a g r e e d t o ? 

A. That has been a g r e e d t o . 

Q. You s a i d t h a t t h a t was n e g o t i a t e d . 
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What a r e t h e f a c t o r s t h a t were used i n t h o s e 

n e g o t i a t i o n s ? 

A. W e l l , I ' l l have t o say t h a t I was n o t 

r e a l l y i n v o l v e d i n t h o s e n e g o t i a t i o n s . I mean, I 

had s o m e t h i n g t o do w i t h t h e 21 p e r c e n t w i t h 

Chevron, and I u n d e r s t o o d t h a t f r o m a d i s t a n t 

s t a n d p o i n t . But I was n o t i n v o l v e d i n t h e 

n e g o t i a t i o n s w i t h M a r a t h o n . 

EXAMINER CATANACH: I b e l i e v e t h a t ' s 

a l l I have. 

MR. CARR: Mr. Cat a n a c h , t h a t ' s a l l we 

have. Mr. K e l l a h i n , I t h i n k , may want t o make a 

s t a t e m e n t i n r e g a r d t o t h e n e g o t i a t i o n on t h e 

p e n a l t y and I can r e s p o n d t o t h a t as w e l l . 

EXAMINER CATANACH: Okay. 

MR. KELLAHIN: Mr. Exami n e r , M a r a t h o n 

t h o u g h t i t i m p o r t a n t t o have two components t o 

t h e p e n a l i z e d a l l o w a b l e f o r t h e w e l l , n o t o n l y 

one based upon t h e p h y s i c a l encroachment o f t h e 

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

t a k e i n t o a c c o u n t what M a r a t h o n b e l i e v e d was 

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

We c a l c u l a t e d a p e n a l t y f o r t h e 

p r o p o s e d w e l l t h a t a p p r o a c h e d 70 p e r c e n t and, as 

a r e s u l t o f n e g o t i a t i o n s and compromise w i t h t h e 
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p a r t i e s , have s e t t l e d f o r an a r b i t r a r y 32.5 

p e r c e n t . But t h e change i n p e r c e n t a g e s was t o 

a d d r e s s our c o n c e r n a b o u t h a v i n g n o n p r o d u c t i v e 

a c r e a g e d e d i c a t e d t o t h e w e l l . 

The end r e s u l t o f t h e n e g o t i a t i o n s was 

an agreement on t h e l e v e l o f 32.5 p e r c e n t f o r t h e 

p r o d u c t i o n p e n a l t y and does n o t n e c e s s a r i l y 

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

a c t u a l p r o d u c t i v e a c r e a g e . 

MR. CARR: J u s t by way o f r e s p o n s e , 

M a r a t h o n had some v e r y d e f i n i t e f i g u r e s t h a t t h e y 

were p r o p o s i n g as t o t h e number o f p r o d u c t i v e 

a c r e s , and we c o u l d n ' t a g r e e on t h a t f i g u r e . But 

when t h e p e n a l t y number was p r o p o s e d , w i t h o u t 

a g r e e i n g t o t h e u n d e r l y i n g c a l c u l a t i o n , we a g r e e d 

t h a t i t w o u l d p e r m i t us t o go f o r w a r d w i t h t h e 

dev e l o p m e n t o f t h e p r o p e r t y by d i r e c t i o n a l 

d r i l l i n g . And so we d i d a g r e e t o recommend t o 

you t h a t f i g u r e , and t h a t ' s what we've done. 

CONTINUED EXAMINATION 

BY EXAMINER CATANACH: 

Q. L e t me ask Mr. Logan i f BTA has an 

o p i n i o n on p r o d u c t i v e a c r e a g e w i t h i n t h e 

s e c t i o n . 

A. Based on t h e w e l l i n S e c t i o n 2 1 , t h e 
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f a c t t h a t i t a p p e a r s t h a t we're -- you know, 

we're above what I t h i n k c o u l d be t h e g a s - w a t e r 

c o n t a c t a t minus 3200 f e e t . We have c o n t i n u a l l y 

g o t t e n gas shows on our w e l l . 

Q. So you c o n t e n d t h a t a l l o f S e c t i o n 20 

i s p r o d u c t i v e ? 

A. I n my o p i n i o n , y e s , i t c o u l d be. 

T h a t ' s a l l I can say a t t h i s p o i n t , because we've 

g o t a w e l l b o r e t h e r e t h a t we r e a l l y d o n ' t know 

what's happened t o i t . I'm j u s t s a y i n g i t i s a 

p o s s i b i l i t y , y e s , t h a t t h e whole s e c t i o n i s 

p r o d u c t i v e . 

Q. Mr. Logan, do you know what t h e 

a l l o w a b l e i s r u n n i n g i n t h e I n d i a n B a sin-Upper 

Penn Pool? 

A. I'm g u e s s i n g a r o u n d 5 m i l l i o n a day, 

s o m e t h i n g l i k e t h a t . 

Q. Do you t h i n k t h e p r o d u c t i o n p e n a l t y i s 

g o i n g t o have an e f f e c t on t h e w e l l , I mean, as 

f a r as r e d u c i n g i t s p r o d u c t i o n ? 

A. W e l l , I do. And t h e r e a s o n I say t h a t 

i s because I t h i n k we're t a k i n g a b i g r i s k t o 

even do what we're d o i n g r i g h t now. And I t h i n k 

we've g o t t o have some r e a s o n t o go i n t h e r e and 

do i t . 
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I f we were, you know, had a s e v e r e 

p r o d u c t i o n p e n a l t y , I d o n ' t know t h a t we -- we've 

s p e n t a l o t o f money pumping w a t e r , and I t h i n k 

we've done e v e r y t h i n g we can t o make a w e l l o u t 

o f i t . And I t h i n k t h e p e n a l t y , as s e t r i g h t 

now, i s f a i r as p r o p o s e d . 

Q. What I'm s a y i n g , t h o u g h , t h e p e n a l t y i s 

n o t based on t h e w e l l ' s a b i l i t y t o p r o d u c e . 

A. Yes, I know t h a t . 

Q. And i f you come i n a t a r a t e l e s s t h a n 

t h e a l l o w a b l e , t h e p e n a l t y may n o t have an e f f e c t 

a t a l l on y o u r p r o d u c i n g r a t e . You may s t i l l be 

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

A. W e l l , I do u n d e r s t a n d t h a t . 

Q. I guess M a r a t h o n and Chevron u n d e r s t a n d 

t h a t as we 11. 

MR. KELLAHIN: Mr. Examiner, sometimes 

t h a t i s a h o t l y c o n t e s t e d i t e m . I n t h i s i n s t a n c e 

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

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

p e n a l t y w i l l be p a i d . 

EXAMINER CATANACH: Okay. I have 

n o t h i n g f u r t h e r . 

MR. CARR: I have n o t h i n g f u r t h e r . 

EXAMINER CATANACH: There b e i n g n o t h i n g 
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f u r t h e r , Case 10533 w i l l be t a k e n under 

adv i s ement. 

[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 . ] 

hereby cer„ f v f h a t f h e f o r e ? o l n q I S 

heard by me b n _ _ ^ ^ / ^ t 9 

OH Conservation Division ' 
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