
STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 

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

CASE NO. 6629 
Order No. R-6089 

APPLICATION OF HILLIARD OIL & GAS, 
INC. FOR DIRECTIONAL DRILLING, 
LEA COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing at 9 a.m. on August 22, 
1979, at Santa Fe, New Mexico, before Examiner Daniel S. Nutter. 

NOW, on t h i s 28th day of August, 197 9, the Di v i s i o n 
D i r e c t o r , having considered the testimony, the record, and the 
recommendations of the Examiner, and being f u l l y advised i n the 
premises, 

FINDS: 

(1) That due public notice having been given as required 
by law, the D i v i s i o n has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) That the applicant, H i l l i a r d O i l & Gas, Inc. seeks 
approval f o r the d i r e c t i o n a l d r i l l i n g of i t s Hanson Bonds 
Well No. 1, the surface l o c a t i o n of which i s 1650 feet from 
the North l i n e and 330 fe e t from the East l i n e of Section 20, 
Township 9 South, Range 35 East, Lea County, New Mexico. 

(3) That the applicant seeks au t h o r i t y to re-enter said 
w e l l , t o d i r e c t i o n a l l y survey the hole from the surface to a 
depth of 11,800 f e e t , and to d i r e c t i o n a l l y d r i l l from a kic k -
o f f point a t a depth of 11,200 feet to a t o t a l depth of 
approximately 12,600 feet i n the Devonian formation, bottoming 
said w e l l w i t h i n 100 feet of a point 1325 feet from the North 
l i n e and 430 feet from the East l i n e of said Section 20. 

(4) That the 40-acre t r a c t under which said well i s 
bottomed should be dedicated to said w e l l i n the Devonian 
formation. 
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(5) That the applicant should be required to determine 
the subsurface l o c a t i o n of the bottom of the hole by means 
of a continuous multi-shot d i r e c t i o n a l survey conducted sub
sequent to said d i r e c t i o n a l d r i l l i n g , i f said well i s to be 
completed as a producing w e l l . 

(6) That approval of the subject app l i c a t i o n w i l l permit 
the d r i l l i n g of the proposed w e l l and w i l l prevent waste and 
protect c o r r e l a t i v e r i g h t s . 

IT IS THEREFORE ORDERED; 

(1) That the applicant, H i l l i a r d O i l & Gas, Inc., i s 
hereby authorized to d i r e c t i o n a l l y d r i l l i t s Hanson Bonds 
Well No. 1 located 1650 feet from the North l i n e and 330 fe e t 
from the East l i n e of Section 20, Township 9 South, Range 35 
East, t o a Devonian bottom hole l o c a t i o n w i t h i n 100 feet of 
a point 1325 feet from the North l i n e and 430 feet from the 
East l i n e of said Section 20. 

PROVIDED HOWEVER, th a t p r i o r t o such d i r e c t i o n a l d r i l l i n g , 
applicant s h a l l d i r e c t i o n a l l y survey said w e l l from the depth 
of 11,800 feet to the surface and s h a l l cause the surveying 
company to forward a copy of the survey report d i r e c t l y to 
the Santa Fe Office of the D i v i s i o n , Box 2088, Santa Fe, New 
Mexico 87 501. 

PROVIDED FURTHER, that subsequent to the above-described 
d i r e c t i o n a l d r i l l i n g , should said w e l l be a producer, a con
tinuous multi-shot d i r e c t i o n a l survey s h a l l be made of the 
wellbore from t o t a l depth to the k i c k - o f f point w i t h shot 
points not more than 100 feet apart; t h a t the operator s h a l l 
cause the surveying company to forward a copy of the survey 
report d i r e c t l y to the Santa Fe Office of the D i v i s i o n , Box 
2088, Santa Fe, New Mexico, and that the operator s h a l l n o t i f y 
the Division's Hobbs D i s t r i c t O f f i c e of the date and time said 
survey i s to be commenced. 

(2) That Form C-105 s h a l l be f i l e d i n accordance w i t h 
D i v i s i o n Rule 1105 and the operator s h a l l indicate thereon 
true v e r t i c a l depths i n addition to measured depths. 

(3) That the 40-acre t r a c t under which said w e l l i s 
bottomed s h a l l be dedicated to said w e l l i n the Devonian 
formation. 
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(4) That j u r i s d i c t i o n of t h i s cause i s retained f o r the 
entry of such f u r t h e r orders as the D i v i s i o n may deem necessary. 

DONE at Santa Fe, New Mexico, on the day and year herein
above designated. 

S E A L 

f d / 
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A P P E A R A N C E S 

FOR THE NEW MEXICO OIL CONSERVATION DIVISION: 

ROBERT G. STOVALL. ESQ. 
G e n e r a l C ounsel 
S t a t e Land O f f i c e B u i l d i n g 
S anta Fe, New Mexico 87504 

FOR THE APPLICANT: 

CAMPBELL, CARR, BERGE & SHERIDAN, P.A. 
Post O f f i c e Box 2208 
Santa Fe, New Mexico 87504-2208 
BY: WILLIAM F. CARR. ESQ. 
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EXAMINER STOGNER: C a l l n e x t case, No. 

10670 . 

MR. STOVALL: A p p l i c a t i o n o f M a r a l o , 

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

a d i s c o v e r y a l l o w a b l e , Lea County, New Me x i c o . 

EXAMINER STOGNER: C a l l f o r 

ap p e a r a n c e s . 

MR. CARR: May i t p l e a s e t h e Exami n e r , 

my name i s W i l l i a m F. C a r r w i t h t h e Santa Fe 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 . I 

r e p r e s e n t M a r a l o , I n c . , and I have two w i t n e s s e s 

EXAMINER STOGNER: Are t h e r e any o t h e r 

a ppearances? 

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 a t t h i s t i m e . 

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

EXAMINER STOGNER: Mr. C a r r ? 

MR. CARR: At t h i s t i m e we w o u l d c a l l 

Shane Lough. 

SHANE LOUGH 

H a v i n g been f i r s t 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 name f o r t h e 

RODRIGUEZ REPORTING 
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r e c o r d , p l e a s e . 

A. C a r l Shane Lough. 

Q. Where do you r e s i d e ? 

A. I r e s i d e i n Odessa, Texas. 

Q. By whom a r e you employed? 

A. Maralo, I n c o r p o r a t e d , i n Midland, 

Texas. 

Q. What p o s i t i o n do you hold w i t h Maralo? 

A. S e n i o r s t a f f g e o l o g i s t . 

Q. Mr. Lough, 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. No, I have not. 

Q. Would you b r i e f l y summarize your 

e d u c a t i o n a l background and r e v i e w your work 

e x p e r i e n c e f o r the Examiner? 

A. Uh-huh. I hold a B.S. degree I geology 

from the U n i v e r s i t y of Texas i n the Permian 

B a s i n . I ' v e worked my e n t i r e c a r e e r i n Midland, 

Texas, as an e x p l o r a t i o n g e o l o g i s t . I ' v e worked 

fo r P e n n z o i l , S o u t h l a n d R o y a l t y , W i l l i a m s 

E x p l o r a t i o n . I ' v e c o n s u l t e d f o r two independent 

companies i n Midland, and I c u r r e n t l y work f o r 

Maralo, and I began my employment w i t h Maralo i n 

1990 . 

Q. S i n c e your g r a d u a t i o n , a t a l l times you 
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have been employed as a petroleum g e o l o g i s t ? 

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

Q. Does the geographic a r e a of your 

r e s p o n s i b i l i t y f o r Maralo i n c l u d e the p o r t i o n of 

S o u t h e a s t e r n New Mexico which i s i n v o l v e d i n t h i s 

c a s e ? 

A. Yes, i t does. 

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

f i l e d i n t h i s matter on b e h a l f of Maralo? 

A. Yes. 

Q. Have you made a g e o l o g i c a l study of the 

a r e a t h a t i s the s u b j e c t of t h i s c a s e ? 

A. Yes. 

MR. CARR: Mr. Stogner, a t t h i s time we 

tender Shane Lough as an e x p e r t w i t n e s s i n 

petroleum geology. 

EXAMINER STOGNER: Mr. Lough i s so 

q u a l i f i e d . 

Q. Would you b r i e f l y s t a t e what Maralo, 

I n c . , s e e k s i n t h i s c a s e ? 

A. Maralo i s here to r e q u e s t a new pool 

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

8 0-acre s p a c i n g , f o r Maralo's i n i t i a l w e l l i n 

t h i s p r o s p e c t ; the 8 0 - a c r e u n i t b e i n g the e a s t 

h a l f of the northwest q u a r t e r of S e c t i o n 20, 
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Township 9 South, Range 35 E a s t , Lea County. 

Q. I n what f o r m a t i o n a r e you p r o p o s i n g the 

pool be c r e a t e d ? 

A. I t ' s f o r the Devonian. 

Q. Have you p r e p a r e d c e r t a i n e x h i b i t s f o r 

p r e s e n t a t i o n here today? 

A. Yes, I have. 

Q. I would f i r s t l i k e to d i r e c t your 

a t t e n t i o n to what has been marked Maralo E x h i b i t 

No. 1. I would l i k e you to f i r s t i d e n t i f y t h i s 

e x h i b i t , and then r e v i e w i t f o r the Examiner. 

A. T h i s i s a r e g i o n a l l o c a t i o n p l a t 

showing t h r e e analogous f i e l d s to our proposed 

pool c r e a t i o n , w i t h our proposed pool being 

l o c a t e d i n the northwest p o r t i o n of the map. 

H i g h l i g h t e d a r e t h r e e analogous f i e l d s 

being to the s o u t h e a s t , C r o s s r o a d s South, toward 

the northwest near the c e n t e r of the map, 

C r o s s r o a d s West, and toward the n o r t h / c e n t r a l 

p o r t i o n of the map, the Bough-Devonian f i e l d s . 

Q. We a l s o have a w e l l on the extreme 

w e s t e r n p o r t i o n of the p l a t . What f i e l d i s t h a t 

i n ? 

A. T h a t ' s the abandoned J e n k i n s p o o l . 

Q. When was t h a t developed, a p p r o x i m a t e l y ? 
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A. I t was d r i l l e d and completed i n 1963 

and produced a p p r o x i m a t e l y 10,000 b a r r e l s of o i l . 

Q. I f we look a t the other Devonian f i e l d s 

d e p i c t e d on E x h i b i t No. 1, s t a r t i n g i n the 

s o u t h e a s t e r n p o r t i o n of the p l a t , what i s the 

approved s p a c i n g f o r the C r o s s r o a d s South? 

A. C r o s s r o a d s South has a p p r o v a l f o r 

80-acre s p a c i n g . 

Q. I f we go to the Bough f i e l d i n the 

n o r t h , i s t h a t a l s o 8 0 - a c r e s p a c i n g ? 

A. I t has a l s o been approved f o r 8 0 - a c r e 

spac i n g . 

Q. What i s the s t a t u s of the C r o s s r o a d s 

West pool? 

A. The C r o s s r o a d s West pool was never 

p r e s e n t e d f o r 8 0 - a c r e s p a c i n g . However, i t was 

e f f e c t i v e l y d r i l l e d on 8 0 - a c r e s p a c i n g . 

Q. Do you know what the pool b o u n d a r i e s 

are f o r t h a t pool? 

A. The pool b o u n d a r i e s a r e the e a s t h a l f 

of S e c t i o n 31 and the n o r t h e a s t q u a r t e r of 

S e c t i o n 6. 

Q. Was t h a t a l l developed by one o p e r a t o r , 

d i d you s a y ? 

A. I t was, y e s . 
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Q. L e t ' s move now to Maralo E x h i b i t No. 

2. Could you i d e n t i f y t h a t f o r Mr. S t ogner? 

A. T h i s i s a l a n d p l a t i n d i c a t i n g M a r a l o 1 s 

r e q u e s t e d pool boundary, h i g h l i g h t e d i n a red 

o u t l i n e , and showing Maralo's l e a s e p o s i t i o n on 

t h i s p r o s p e c t . 

Q. A l l r i g h t . I f we look at t h i s e x h i b i t , 

t h e r e a r e a number of l e a s e s shown t h a t surround 

the proposed p o o l . Who owns those l e a s e s ? 

A. Maralo, I n c o r p o r a t e d , owns a l l of t h e s e 

l e a s e s shown on t h i s map. 

Q. Are t h e r e any o t h e r Devonian o p e r a t o r s 

i n the pool or w i t h i n a m i l e of the pool 

boundary? 

A. There are not. 

Q. We have w e l l s p o t s a l l over t h i s 

e x h i b i t . Could you j u s t summarize what 

f o r m a t i o n s we're t a l k i n g about and the s t a t u s of 

t h e s e w e l l s ? 

A. V i r t u a l l y a l l of the abandoned o i l w e l l 

l o c a t i o n s a r e Bough f o r m a t i o n abandoned o i l 

w e l l s . There a r e two abandoned gas w e l l s i n 

S e c t i o n 16 t h a t a r e abandoned San Andres gas 

complet i o n s . 

Q. Are a l l the w e l l s shown on t h i s map or 
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p l a t , e xcept the s u b j e c t w e l l , e i t h e r plugged and 

abandoned w e l l s or dry h o l e s ? 

A. They a r e . With the e x c e p t i o n of the 

Amerada #1 Anderson l o c a t e d i n the northwest of 

the n o r t h e a s t of S e c t i o n 30. That w e l l i s an 

abandoned Devonian w e l l and has been plugged back 

to the San Andres and i s i n a c t i v e but has not 

been plugged. 

Q. The w e l l t h a t Maralo has completed i n 

the Devonian i s the #1 w e l l which i s l o c a t e d i n 

U n i t C of S e c t i o n 20? 

A. Yes, i t i s . 

Q. L e t ' s move now to Maralo E x h i b i t No. 

3. Would you i d e n t i f y t h a t f o r Mr. Stogner? 

A. T h i s i s a s t r u c t u r e map t h a t I have 

c o n s t r u c t e d on the top of the Devonian dolomite, 

base of the Woodford s h a l e . Again, t h i s map 

c o v e r s the Crossroads-West F i e l d , the 

Bough-Devonian F i e l d , the now abandoned 

J e n k i n s - D e v o n i a n F i e l d , and our s u b j e c t w e l l . 

Q. Now, the green a r e a i n d i c a t e s what? 

A. The green a r e a i n d i c a t e s what we 

s e e — t h e d a t a we have a c q u i r e d as the p r o d u c t i v e 

boundary of t h i s p o o l . 

Q. Using the s t r u c t u r e map, Mr. Lough, 
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c o u l d you r e v i e w f o r the Examiner Maraio's p l a n s 

f o r the development of t h i s Devonian f i e l d . 

A. Yes. We c u r r e n t l y - - w e have completed 

the Maralo Barnes 20 #1, which i s the s u b j e c t 

w e l l . We c u r r e n t l y have r e e n t e r e d the Hanson 

Bonds, which i s l o c a t e d i n the s o u t h e a s t of the 

n o r t h e a s t , and a r e s i d e t r a c k i n g t h a t w e l l f o r an 

a n t i c i p a t e d Devonian c o m p l e t i o n . 

We have what we a n t i c i p a t e , i f each 

s t e p t h a t we take on t h i s p r o s p e c t i s s u c c e s s f u l , 

we have, i n a d d i t i o n to the w e l l we're c u r r e n t l y 

o p e r a t i n g and r e e n t e r i n g and s i d e t r a c k i n g , we 

f e e l l i k e i f i t ' s s u c c e s s f u l , we sh o u l d have 

p o t e n t i a l l y t h r e e a d d i t i o n a l w e l l s to be d r i l l e d 

on t h i s f i e l d . 

Q. And where a r e they ? 

A. One would be the n o r t h h a l f of the 

n o r t h e a s t q u a r t e r of S e c t i o n 20; a second or an 

a d d i t i o n a l l o c a t i o n would be the s o u t h e a s t of the 

s o u t h e a s t q u a r t e r of S e c t i o n 17. I f s u c c e s s f u l , 

then we have a v e r y s t r o n g p o t e n t i a l to d r i l l a 

w e l l i n the northwest q u a r t e r of the northwest 

q u a r t e r of S e c t i o n 21. 

Q. What i s the s t a t u s of the acreage under 

the p r e s e n t proposed 80 - a c r e p r o r a t i o n u n i t ? 
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A. Maralo has the acr e a g e l e a s e d , and i t 

i s fee ownership. 

Q. And then you a r e s i d e t r a c k i n g w i t h the 

w e l l i n the s o u t h e a s t of the n o r t h e a s t of 20? 

You're t a k i n g t h a t to the west? 

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

Q. And what would be the acreage d e d i c a t e d 

to t h a t w e l l ? 

A. I t would be the lay-down 80. 

Q. And what i s the c h a r a c t e r of t h a t land? 

A. That l a n d i s l e a s e d by Maralo and i s 

fee ownership. 

Q. As to the n o r t h h a l f of the n o r t h e a s t 

of 20, the c h a r a c t e r of t h a t l a n d ? 

A. That la n d i s l e a s e d by Maralo, and i t ' s 

a f e d e r a l l e a s e . 

Q. What i s the s t a t u s of the lan d i n the 

s o u t h e a s t of 17? 

A. That i s l e a s e d by Maralo and i t i s 

s t a t e l a n d . 

Q. And then a l s o as to the northwest of 

21 ? 

A. That l e a s e i s h e l d by Maralo and i s 

s t a t e l a n d . 

Q. So, a c t u a l l y , i f you a r e s u c c e s s f u l , 
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you would r e a c h f u l l development w i t h f i v e w e l l s 

on 80- a c r e s p a c i n g ? 

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

Q. How does t h i s Devonian r e s e r v o i r 

compare, s t r u c t u r a l l y , to the J e n k i n s F i e l d to 

the south and the west? 

A. The o v e r a l l r e s e r v o i r i s s i m i l a r . We 

f e e l l i k e we have s t r u c t u r a l s e p a r a t i o n from the 

J e n k i n s pool, and we f e e l l i k e we w i l l u l t i m a t e l y 

be s t r u c t u r a l l y h i g h to t h a t p o o l . 

Q. Mr. Lough, when we o r i g i n a l l y f i l e d 

t h i s a p p l i c a t i o n , we were a l s o s e e k i n g a 

d i s c o v e r y a l l o w a b l e . Does Maralo i n t e n d to 

pursue a d i s c o v e r y a l l o w a b l e ? 

A. Yes. 

Q. Are you going to pursue the d i s c o v e r y 

a l l o w a b l e ? 

A. No. The d i s c o v e r y a l l o w a b l e we a r e not 

going to pursue. T h a t ' s not what we're 

i n t e r e s t e d i n . 

Q. L e t ' s go now to E x h i b i t No. 4. Would 

you i d e n t i f y t h a t , p l e a s e ? 

A. I t ' s an i s o p a c h of the net e f f e c t i v e 

p o r o s i t y above the i d e n t i f i e d o i l / w a t e r c o n t a c t 

i n the Devonian f o r m a t i o n i n the a r e a of our new 
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pool c r e a t i o n . Again, t h i s i s o p a c h shows t h a t we 

s h o u l d b e - - t h a t we b e l i e v e t h a t we're s e p a r a t e d 

from the J e n k i n s - D e v o n i a n pool l o c a t e d i n S e c t i o n 

30 and, a g a i n , the proposed 8 0 - a c r e s a r e o u t l i n e d 

i n r e d . 

Q. And, based on your p o r o s i t y i s o p a c h , i n 

terms of j u s t o v e r a l l p o s i t i o n w i t h i n t h i s p o ol, 

how would you c h a r a c t e r i z e the l o c a t i o n of the 

i n i t i a l w e l l ? 

A. The l o c a t i o n of the i n i t i a l w e l l i s 

a c t u a l l y a m a r g i n a l l o c a t i o n i n terms of 

s t r u c t u r a l p o s i t i o n and p o r o s i t y , l o c a t i o n of 

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

appears to be v e r y near the o i l / w a t e r c o n t a c t on 

t h i s s t r u c t u r e , and we f e e l l i k e subsequent 

w e l l s , as i n d i c a t e d on t h i s e x h i b i t , w i l l 

encounter improved p o r o s i t y and s t r u c t u r e . 

Q. T h i s e x h i b i t c o n t a i n s i n f o r m a t i o n 

o b t a i n e d from d r i l l stem t e s t s ? 

A. Uh-huh. 

Q. Have you compared t h i s d a t a w i t h the 

d r i l l stem t e s t i n f o r m a t i o n on the o t h e r Devonian 

pools i n the a r e a ? 

A. Yes. The p r e s s u r e s t h a t we encountered 

from our d r i l l stem t e s t s i n the Upper Devonian 
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i n our w e l l , a r e v e r y , v e r y comparable to d r i l l 

stem t e s t s i n the Bough F i e l d , the 

Crossroads-West F i e l d and the C r o s s r o a d s - S o u t h 

F i e l d . 

Q. Mr. Lough, you have a t r a c e on t h i s 

e x h i b i t f o r a c r o s s - s e c t i o n ? 

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

Q. You have j u s t one copy of t h a t ? 

A. Yes. We have one copy w i t h us today, 

but we can p r o v i d e a d d i t i o n a l c o p i e s . 

MR. CARR: Mr. Stogner, t h i s i s a l a r g e 

e x h i b i t . With your p e r m i s s i o n , c o u l d we put i t 

up on the w a l l ? 

MR. STOVALL: T h i s a f u l l s c a l e 

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

THE WITNESS: Yes, t h i s i s a 

f u l l - s c a l e , r e a s o n a b l y l a r g e c r o s s - s e c t i o n . 

EXAMINER STOGNER: With t h a t , l e t ' s go 

o f f the r e c o r d f o r about f i v e minutes w h i l e 

you're hanging t h a t up. 

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

EXAMINER STOGNER: The h e a r i n g w i l l 

come to o r d e r . Mr. C a r r ? 

Q. (BY MR. CARR) Mr. Lough, would you now 

r e f e r to what has been marked as Maralo E x h i b i t 
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No. 5, and you may want to go to the e x h i b i t , 

and, s i m p l y , f i r s t i d e n t i f y i t from the l i n e of 

c r o s s - s e c t i o n and then r e v i e w i t f o r Mr. 

Stogner. 

A. Yes. T h i s i s s t r u c t u r a l c r o s s - s e c t i o n 

A to A'. The b e g i n n i n g of the c r o s s - s e c t i o n i s 

i n U n i t D of S e c t i o n 30 to the west, c o n t i n u i n g 

e a s t , n o r t h and e a s t , to U n i t E i n S e c t i o n 21. 

The c r o s s - s e c t i o n i s p r e s e n t e d f o r a 

number of r e a s o n s , one of which being t h a t i t i s 

a c r o s s - s e c t i o n a l view of the s t r u c t u r e map t h a t 

was p r e s e n t e d e a r l i e r . We f e e l t h a t we can 

i n d i c a t e s t r u c t u r a l s e p a r a t i o n from the now 

abandoned J e n k i n s pool, and a l s o the 

c r o s s - s e c t i o n i s showing what we b e l i e v e to be 

the p r o d u c t i v e p o r o s i t y i n our r e q u e s t e d new pool 

c r e a t i o n , w i t h the Maralo Barnes 20 #1 l o c a t e d 

here, i n d i c a t i n g t h a t t h i s w e l l has a p p r o x i m a t e l y 

16 f e e t of e f f e c t i v e p o r o s i t y above the o i l / w a t e r 

c o n t a c t . 

The o i l / w a t e r c o n t a c t i s i d e n t i f i e d by 

s e v e r a l d r i l l stem t e s t s w i t h i n t h i s o v e r a l l a r e a 

from numerous w e l l s . We f e e l l i k e we've got a 

f a i r l y a c c u r a t e o i l / w a t e r c o n t a c t p r e d i c t e d 

h e re. Our Barnes w e l l appears to s u b s t a n t i a t e 
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t h a t o i l / w a t e r c o n t a c t . 

We a l s o f e e l l i k e subsequent w e l l s 

d r i l l e d on t h i s s t r u c t u r e w i l l encounter the 

r e s e r v o i r s t r u c t u r a l l y h i g h , w i t h r e s u l t i n g 

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

commercial p r o d u c t i o n . T h i s w e l l b o r e i s the 

Barnes 20 #1--

EXAMINER STOGNER: You're r e f e r r i n g to 

the f o u r t h w e l l from the l e f t ? 

THE WITNESS: T h a t ' s c o r r e c t . 

A. The f i f t h w e l l from the l e f t i s the 

w e l l t h a t Maralo i s c u r r e n t l y r e e n t e r i n g and 

s i d e t r a c k i n g and k i c k i n g a p p r o x i m a t e l y 300 f e e t 

to the west of the o r i g i n a l w e l l b o r e , t h i s 

w e l l b o r e h a v i n g encountered a f a u l t i n the 

Devonian. The w e l l b o r e a c t u a l l y p e n e t r a t e d a 

f a u l t i n the Devonian. 

Q. A l l r i g h t . Mr. Lough, c o u l d you j u s t 

summarize the g e o l o g i c a l c o n c l u s i o n s t h a t you've 

been a b l e to r e a c h as a r e s u l t of your study of 

t h i s a r e a ? 

A. We f e e l l i k e we have i d e n t i f i e d a new 

pool, a new s t r u c t u r a l pool i n the Devonian 

r e s e r v o i r . Our i n i t i a l w e l l appears to have 

encountered the r e s e r v o i r i n a s t r u c t u r a l l y low 
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p o s i t i o n , w i t h a r e s u l t i n g r a t h e r t h i n o i l 

column, p u t t i n g us c l o s e to the o i l / w a t e r 

c o n t a c t . 

We f e e l l i k e we have the p o t e n t i a l f o r 

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

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

Devonian, s i g n i f i c a n t l y s t r u c t u r a l l y h i g h to our 

f i r s t w e l l . And we f e e l l i k e t h e s e subsequent 

w e l l s , t a k e n one w e l l a t a time, s h o u l d r e s u l t i n 

s i g n i f i c a n t l y b e t t e r p r o d u c t i o n than what we have 

encountered i n our i n i t i a l w e l l , being the Barnes 

20 #1 . 

Q. Do the g e o l o g i c a l c h a r a c t e r i s t i c s of 

t h i s new Devonian r e s e r v o i r compare f a v o r a b l y to 

the g e o l o g i c a l c h a r a c t e r i s t i c s of the other 

Devonian r e s e r v o i r s i n t h i s a r e a ? 

A. From the data we have on t h i s 

r e s e r v o i r , i t appears to be a t y p i c a l Devonian 

r e s e r v o i r f o r the Devonian i n the n o r t h e r n 

p o r t i o n of the Tatum B a s i n . We f e e l l i k e we have 

a v e r y comparable r e s e r v o i r to the analog f i e l d s 

t h a t we d i s c u s s e d e a r l i e r . 

Q. These f i e l d s a r e developed e i t h e r under 

80- a c r e r u l e s or on an e f f e c t i v e 8 0-acre s p a c i n g 

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

Q. Were E x h i b i t s 1 through 5 p r e p a r e d by 

you ? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Stogner, 

we move the a d m i s s i o n of Maralo E x h i b i t s 1 

through 5. 

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

w i l l be ad m i t t e d i n t o e v i d e n c e . 

MR. CARR: That completes my d i r e c t 

e x a m i n a t i o n of Mr. Lough. 

EXAMINER STOGNER: Mr. C a r r , I do have 

q u i t e a few q u e s t i o n s , and I want to d e f e r some 

of them u n t i l I hear the next w i t n e s s , the 

g e o l o g i c a l ones. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. R e f e r r i n g to E x h i b i t No. 4 and, f o r 

t h a t matter, E x h i b i t No. 3, you can k i n d of h e l p 

me u n d e r s t a n d what k i n d of d e p o s i t t h i s i s i n the 

J e n k i n s a r e a . I t appears to be p o d - l i k e . Y o u ' l l 

have to go back to ele m e n t a r y geology. I'm an 

e n g i n e e r . 

A. Okay. 

Q. S o r t of get me to und e r s t a n d what k i n d 
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of d e p o s i t s we have, what k i n d of environment 

we're s e e i n g ? I ' l l l e t you s t a r t w i t h t h a t . 

A. Okay. The f o r m a t i o n t h a t we're l o o k i n g 

a t i s the Devonian d o l o m i t e . The s m a l l 

s t r u c t u r e s t h a t a r e shown on E x h i b i t 3 a r e the 

r e s u l t of t e c t o n i c a c t i v i t i e s , f a u l t i n g and 

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

t h a t I have contoured as a s t r u c t u r a l 

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

I t ' s a f a i r l y c o n t i g u o u s f o r m a t i o n i n 

r e s e r v o i r . The t r a p s and r e s u l t i n g f i e l d s t h a t 

a r e on t h i s a r e formed as s t r u c t u r a l t r a p s w i t h 

o i l / w a t e r c o n t a c t s on e a c h — s e p a r a t e o i l / w a t e r 

c o n t a c t s on each one of t h e s e f i e l d s . 

When the s m a l l s t r u c t u r e s were formed, 

the r e s u l t i n g t r a p s were formed. O i l m i g r a t e d 

i n t o the t r a p s and f i l l e d each t r a p to a 

d i f f e r e n t s p i l l p o i n t , and r e s u l t e d i n the 

o i l / w a t e r c o n t a c t s b eing p r e s e n t on each f i e l d 

and b eing at d i f f e r e n t e l e v a t i o n s on each f i e l d . 

Q. And, e s s e n t i a l l y , t h e s e e l e v a t i o n 

changes i s what you're c l a i m i n g s e p a r a t e s the o l d 

J e n k i n s pool i n S e c t i o n 30 from your proposed 

a r e a i n S e c t i o n 20, i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . Yes, i t i s . 
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Q. Now, l o o k i n g over i n S e c t i o n 19, t h e r e 

appears to be a v e r y s m a l l a r e a t h e r e ? 

A. Yes. 

Q. And t h e r e seems to be, l ooks l i k e a 

Kerr-McGee w e l l i n t h e r e , w i t h s i x f e e t o f — 

A. T h a t ' s c o r r e c t . That w e l l appears to 

have p o t e n t i a l l y s i x f e e t of e f f e c t i v e p o r o s i t y 

above the o i l / w a t e r c o n t a c t . 

The w e l l was d r i l l - s t e m t e s t e d above 

t h i s p o r o s i t y and was d r i l l - s t e m t e s t e d t i g h t . 

The w e l l was then d r i l l e d deeper, below the 

o i l / w a t e r c o n t a c t , b e f o r e a second d r i l l stem 

t e s t was conducted i n the w e l l , and t h a t d r i l l 

stem t e s t r e c o v e r e d v i r t u a l l y a l l water. 

I b e l i e v e t h a t t h e r e i s p r o bably a v e r y 

t h i n o i l column i n t h a t w e l l b o r e t h a t was not 

e f f e c t i v e l y t e s t e d by DST due to the f a c t t h a t 

they had d r i l l e d w e l l i n t o the water t a b l e b e f o r e 

they conducted t h e i r d r i l l stem t e s t . 

Q. You t a l k e d about the o i l m i g r a t i o n i n t o 

t h i s a r e a . Would t h a t have been c o n s i d e r e d one 

common so u r c e and s u pply moving i n t o the a r e a , 

each i n d i v i d u a l s t e p ? I guess the way I c o u l d 

v i s u a l i z e t h i s i s s t e p p i n g s t o n e s being trapped 

i n t h e s e s m a l l l i t t l e t r a p p i n g s ? 
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A. T h a t ' s r i g h t . I t was, over g e o l o g i c 

time, i t probably happened w i t h i n a v e r y narrow 

window, and i t was the i n d i v i d u a l t r a p s t h a t were 

formed b e f o r e the m i g r a t i o n o c c u r r e d t h a t 

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

see . 

Q. Now, the s m a l l f a u l t on the e a s t s i d e 

of S e c t i o n 20, i f I'm r e a d i n g my map c o r r e c t l y , 

then, i t r e a l l y doesn't b i s e c t or s e p a r a t e t h i s 

l i t t l e pod? 

A. Th a t ' s c o r r e c t . 

Q. I t j u s t seemed to upset i t more t h a n — 

A. Th a t ' s c o r r e c t . T h a t ' s e x a c t l y r i g h t . 

Had the Bonds w e l l t h a t p e n e t r a t e d t h a t f a u l t not 

p e n e t r a t e d i t but had been d r i l l e d s l i g h t l y to 

the west, we would have never seen the f a u l t . 

EXAMINER STOGNER: L i k e I say, Mr. 

C a r r , I have a l o t more other q u e s t i o n s , but I 

want to l e t your e n g i n e e r i n g w i t n e s s go ahead and 

t e s t i f y a t t h i s time. Then I can pro b a b l y d i r e c t 

my q u e s t i o n i n g to e i t h e r one of them at t h a t 

t ime . 

MR. CARR: At t h i s time, Mr. Stogner, 

w e ' l l c a l l R i c h a r d G i l l . 
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RICHARD A. G I L L 

H a v i n g been f i r s t 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. Would you s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e . 

A. My name i s R i c h a r d A l a n G i l l . 

Q. Where do you r e s i d e ? 

A. I l i v e i n M i d l a n d , Texas. 

Q. By whom a r e you employed and i n what 

c a p a c i t y ? 

A. I'm a d i v i s i o n e n g i n e e r f o r M a r a l o , 

I n c o r p o r a t e d . 

Q. Mr. G i l l , 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. No, I have n o t . 

Q. C o u l d you b r i e f l y summarize f o r Mr. 

S t o g n e r y o u r e d u c a t i o n a l b a c k g r o u n d and t h e n 

r e v i e w y o u r work e x p e r i e n c e ? 

A. I g o t a degr e e i n p e t r o l e u m e n g i n e e r i n g 

f r o m Texas Tech U n i v e r s i t y i n December o f 1980. 

I went t o work f o r Amerada Hess 

C o r p o r a t i o n h e r e i n M i d l a n d f o r a c o u p l e o f 

y e a r s , and have been a t M a r a l o s i n c e 1983. 
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Q. Does your geographic a r e a of 

r e s p o n s i b i l i t y w i t h Maralo i n c l u d e the p o r t i o n of 

S o u t h e a s t e r n New Mexico i n v o l v e d i n t h i s c a s e ? 

A. Yes, i t does. 

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

f i l e d i n t h i s c a s e on b e h a l f of Maralo? 

A. Yes, I am. 

Q. Have you conducted an e n g i n e e r i n g study 

of the proposed new pool? 

A. Yes, I have . 

MR. CARR: At t h i s time, Mr. Stogner, 

we would tender Mr. G i l l as an e x p e r t w i t n e s s i n 

petroleum e n g i n e e r i n g . 

EXAMINER STOGNER: Mr. G i l l i s so 

q u a l i f i e d . 

Q. L e t ' s r e f e r to what has been marked as 

Maralo E x h i b i t No. 6. I would ask you to f i r s t 

i d e n t i f y t h i s e x h i b i t and then review i t f o r Mr. 

Stogner? 

A. E x h i b i t 6 i s some o r i g i n a l o i l i n p l a c e 

c a l c u l a t i o n s t h a t I r a n not onl y on the f i e l d i n 

q u e s t i o n but a l s o on a couple of the o f f s e t 

f i e l d s t h a t were mentioned b e f o r e . 

As you can see on the f i r s t page, t h e r e 

were some c a l c u l a t i o n s done on the 
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C r o s s r o a d s - S o u t h F i e l d and the Bough F i e l d , t h e s e 

two both being s e t up on 8 0 - a c r e s p a c i n g 

a l r e a d y . 

The purpose of t h e s e were mainly to t r y 

to determine what k i n d of r e c o v e r y f a c t o r i t 

looked l i k e the f i e l d s were producing. Running 

through the c a l c u l a t i o n s , i t l o o k s l i k e the 

C r o s s r o a d s - S o u t h F i e l d had 6.8 m i l l i o n b a r r e l s i n 

p l a c e , produced a l i t t l e over 3 m i l l i o n b a r r e l s , 

and r e c o v e r e d about 44 p e r c e n t of the o i l i n 

p l a c e . 

The Bough F i e l d l o o k s l i k e i t had about 

9.8 m i l l i o n b a r r e l s i n p l a c e , r e c o v e r y was 3.7 

m i l l i o n b a r r e l s , f o r a r e c o v e r y f a c t o r of 38-1/2 

p e r c e n t . 

Q. What i s the s o u r c e of the i n f o r m a t i o n 

t h a t you've u t i l i z e d i n p r e p a r i n g t h i s e x h i b i t ? 

A. T h i s i n f o r m a t i o n came from the 

p u b l i s h e d data i n the R o s w e l l G e o l o g i c a l S o c i e t y 

Symposium, w i t h a s l i g h t a l t e r a t i o n i n the Bough 

F i e l d . The study t h e r e was done when t h e r e were 

only two w e l l s , two a d d i t i o n a l w e l l s were 

d r i l l e d , so the p r o d u c t i v e acreage f o r t h i s was 

expanded a l i t t l e b i t from the p u b l i s h e d d a t a . 

Q. L e t ' s go to the next e x h i b i t ? 
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A. A l l r i g h t . The next page i s c a l l e d the 

Barnes Area F i e l d , f o r l a c k of a b e t t e r name. 

Tha t ' s the w e l l we have pro d u c i n g out t h e r e now 

i n t h i s p o o l . J u s t a r b i t r a r i l y u s i n g a 42 

p e r c e n t r e c o v e r y f a c t o r between what i t looked 

l i k e the other f i e l d s were going to do, i t l o o k s 

l i k e t h a t f i e l d i s c a p a b l e of producing about 

945 , 000 b a r r e l s . 

Q. And i f we look at the d a t a you u t i l i z e d 

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

a c r e s , t h a t i s from Mr. Lough's mapping? 

A. R i g h t . The i s o p a c h map t h a t was 

p r e s e n t e d , I guess E x h i b i t 4. 

Q. And then the net pay t h i c k n e s s i s , 

a g a i n , from h i s p o r o s i t y i s o p a c h ? 

A. R i g h t , the same e x h i b i t . 

Q. And the o t h e r f i g u r e s a r e f i g u r e s t h a t 

you have drawn from the R o s w e l l G e o l o g i c a l 

S o c i e t y R e p o r t s on o f f s e t t i n g f i e l d s ? 

A. R i g h t . 

Q. L e t ' s go to the t h i r d page of t h i s 

e x h i b i t . 

A. A l l r i g h t . On the t h i r d page I took 

the numbers s t r i c t l y f o r the producing w e l l t h a t 

we have, the Barnes 20 #1. I ran a c a s e where i f 
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the w e l l were on 4 0 - a c r e s p a c i n g , where i t would 

d r a i n 40 a c r e s , and r a n a c a s e i f the w e l l were 

to d r a i n 80 a c r e s . 

I t showed at 40 a c r e s the w e l l would 

e f f e c t i v e l y d r a i n 47,000 b a r r e l s ; on 80 a c r e s i t 

would d r a i n about 122,000 b a r r e l s . 

Q. L e t ' s move from t h e r e to your d e c l i n e 

c urve a n a l y s i s , Maralo E x h i b i t No. 7. I would 

ask you f i r s t to i d e n t i f y t h a t and then r e v i e w 

t h i s f o r Mr. Stogner. 

A. A l l r i g h t . E x h i b i t 7 i s the d e c l i n e 

c urve on the Barnes S t a t e 20 #1. A t t a c h e d to i t 

i s my a n a l y s i s of the p r o j e c t e d p r o d u c t i o n based 

on t h a t c u r v e . The w e l l doesn't have much 

p r o d u c t i o n h i s t o r y to go by, but on the a n a l y s i s , 

u s i n g the c u r r e n t r a t e , 28 b a r r e l s a day, and the 

economic l i m i t of about f i v e b a r r e l s a day, and a 

d e c l i n e r a t e of 10 p e r c e n t a y e a r , i t shows t h a t 

the w e l l w i l l u l t i m a t e l y r e c o v e r 86,000 b a r r e l s . 

Q. So, when you compare t h i s i n f o r m a t i o n 

from E x h i b i t No. 7 w i t h the r e c o v e r y f i g u r e s t h a t 

a r e shown u s i n g the d i f f e r e n t s p a c i n g s c e n a r i o s 

f o r t h i s w e l l shown i n E x h i b i t No. 6, what 

c o n c l u s i o n can you r e a c h ? 

A. My c o n c l u s i o n i s t h a t t h i s w e l l w i l l 
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e f f e c t i v e l y d r a i n more than 40 a c r e s . I t won't 

d r a i n t o t a l l y 80 a c r e s , the r e a s o n being the 

downdip l o c a t i o n of the w e l l . I t ' s not i n the 

s t r u c t u r a l l y most advantageous p a r t of the u n i t . 

Q. I f the subsequent w e l l s i n the f i e l d 

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

to which t h e y ' r e p r o j e c t e d , can you make an 

e s t i m a t e f o r the Examiner as to how many a c r e s 

t h e s e w e l l s w i l l be a b l e to d r a i n ? 

A. I t h i n k t h e y ' l l e a s i l y d r a i n 80 a c r e s . 

Q. I f t h i s a p p l i c a t i o n i s approved and i f 

80 - a c r e s p a c i n g i s adopted, w i l l t h i s have any 

impact on the a d d i t i o n a l d r i l l i n g i n t h i s a r e a ? 

A. Yeah. L i k e Shane s a i d , t h e r e ' s 

p robably l e g i t i m a t e l y four more l o c a t i o n s t h a t 

c o u l d be d r i l l e d on the 80- a c r e s p a c i n g . On 40 

a c r e s , undoubtedly, i n order to h o l d a l l the 

l e a s e s , t h e r e would probably have to be some 

w e l l s t h a t would have to be d r i l l e d t h a t p r o b ably 

wouldn't be economic. 

So the q u e s t i o n becomes, I don't know 

whether we would d r i l l them or not. I t would 

r e a l l y depend. 

Q. I n your o p i n i o n , would 80 - a c r e s p a c i n g 

r u l e s , a t l e a s t on a temporary b a s i s , be the most 
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e f f i c i e n t way to develop the r e s e r v o i r at t h i s 

time? 

A. Yes, I do. 

Q. I f r u l e s a r e adopted f o r a temporary 

b a s i s , how long would i t be u n t i l you would have 

more p r o d u c t i o n i n f o r m a t i o n on t h i s r e s e r v o i r so 

t h a t you c o u l d come back and seek the 

e s t a b l i s h m e n t of permanent r u l e s ? 

A. I t h i n k we c o u l d probably get by w i t h a 

y e a r . Give us a y e a r ' s p r o d u c t i o n on the c u r r e n t 

w e l l , w e ' l l have the next w e l l down here i n the 

next month or so, and we p o s s i b l y might have a 

t h i r d w e l l d r i l l i n g by then. 

Q. And d u r i n g t h a t y e a r you would be a b l e 

to, more a c c u r a t e l y , e s t a b l i s h a d e c l i n e r a t e f o r 

the f i e l d ? 

A . R i g h t . 

Q. I n your o p i n i o n , w i l l a p p r o v a l of t h i s 

a p p l i c a t i o n and the e s t a b l i s h m e n t of a new pool 

i n the Devonian on 80-a c r e s p a c i n g , be i n the 

be s t i n t e r e s t of c o n s e r v a t i o n , the p r e v e n t i o n of 

waste, and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

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

Q. Were E x h i b i t s 6 and 7 pre p a r e d by you? 

A. Yes, they were. 
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MR. CARR: Mr. Stogner, a t t h i s time I 

would o f f e r Maralo E x h i b i t s 6 and 7. 

EXAMINER STOGNER: E x h i b i t s 6 and 7 

w i l l be admitted i n t o e v i d e n c e . 

MR. CARR: And t h a t c o n c l u d e s my d i r e c t 

e x a m i n a t i o n of Mr. G i l l . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. J u s t f o r c l a r i f i c a t i o n , I'm 

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

r e q u e s t be d i s m i s s e d at t h i s time? 

A . Yes, s i r . 

EXAMINER STOGNER: So, e s s e n t i a l l y , 

what we have l e f t over now i s 80-a c r e s p a c i n g and 

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

MR. CARR: Yes, s i r . 

EXAMINER STOGNER: I r e a l l y have no 

e n g i n e e r i n g q u e s t i o n s a t t h i s time but, l i k e I 

s a i d , I s t i l l have some q u e s t i o n s . 

MR. CARR: Okay. 

EXAMINER STOGNER: I ' l l throw them out, 

and whichever w i t n e s s i s more a p p r o p r i a t e to 

answer i t , p l e a s e l e t me know. 

Your a p p l i c a t i o n r e q u e s t s a 330-foot 

o f f s e t to the outer boundary of the s p a c i n g 
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u n i t . T h i s i s un u s u a l f o r 80-a c r e s p a c i n g i n 

t h a t n o r m a l l y we have 150-foot l i m i t r a d i u s 

w i t h i n t h a t c e n t e r of e i t h e r q u a r t e r - q u a r t e r 

s e c t i o n . Do you want to expand on t h a t ? 

MR. LOUGH: I'm not s u r e , Mr. Stogner, 

what the q u e s t i o n i s i n r e f e r e n c e t o . 

EXAMINER STOGNER: W e l l , I'm 

r e f e r e n c i n g your a p p l i c a t i o n . 

MR. STOVALL: L e t me r e p h r a s e the 

q u e s t i o n . Normally, when we s e t up the f u l l 

8 0 - a c r e s p a c i n g i n an o i l pool, the w e l l l o c a t i o n 

r e q u i r e m e n t s a r e t h a t the w e l l be w i t h i n 150 f e e t 

of the c e n t e r of the q u a r t e r - q u a r t e r s e c t i o n . 

MR. LOUGH: Okay. 

MR. STOVALL: And he's a s k i n g why you 

want the l a r g e r d r i l l i n g window. 

MR. LOUGH: No, t h a t would be p e r f e c t l y 

a c c e p t a b l e to us. We don't r e a l l y need an 

e x c e p t i o n to t h a t . 

MR. STOVALL: That answered a l o t of 

quest i o n s . 

EXAMINER STOGNER: I t s u r e d i d . L e t ' s 

t a l k about the o l d w e l l back to the e a s t t h e r e i n 

S e c t i o n 20, which would be a f f e c t e d , of c o u r s e , 

by t h i s r u l i n g . What i s i t s p r e s e n t s t a t u s ? 
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Could you g i v e me a l i t t l e h i s t o r y of the w e l l , 

w hichever one of you i s more a p p r o p r i a t e ? 

MR. LOUGH: Yes. Are we t a l k i n g 

about--

EXAMINER STOGNER: The one t h a t i s 

being d i r e c t i o n a l l y d r i l l e d . 

MR. LOUGH: That w e l l was o r i g i n a l l y 

d r i l l e d i n 1977 by Mr. Hanson, Hanson O p e r a t i n g . 

I t was d r i l l e d to the Devonian and was plugged. 

The w e l l was s u b s e q u e n t l y r e e n t e r e d by H i l l i a r d 

O i l & Gas i n 1979. An attempt was made to 

s i d e t r a c k the w e l l by H i l l i a r d , and they were 

u n s u c c e s s f u l , and the w e l l was plugged a second 

t ime . 

We r e c e n t l y , w i t h i n the l a s t two weeks, 

have s t a r t e d o p e r a t i o n s on t h a t w e l l i n an 

attempt to s i d e t r a c k i t and k i c k i t to the west; 

so, c u r r e n t l y the s t a t u s of the w e l l b o r e i s t h a t 

i t ' s plugged i n the Devonian. We a r e c u r r e n t l y 

d r i l l i n g a t about 9900 f e e t i n the s i d e t r a c k e d 

h o l e i n t h a t w e l l b o r e . 

EXAMINER STOGNER: When—and I'm going 

to ask some g e n e r a l q u e s t i o n s of M a r a l o — w h e n a 

p r o s p e c t i v e d r i l l i n g t r a c k or o p e r a t i o n i s 

proposed by Maralo, who does i t go through? Does 
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i t go through the e n g i n e e r ? the g e o l o g i s t ? Who 

makes the permit and such as t h a t ? 

MR. LOUGH: T y p i c a l l y the g e o l o g i s t 

works up the p r o s p e c t . I t i s run through the 

e n g i n e e r i n g department f o r t h e i r i n p u t and t h e i r 

e x p e r t i s e . We have a department i n our company 

t h a t f i l e s the p e r m i t s , and once the p e r m i t s a r e 

gi v e n , we have a d r i l l i n g department t h a t h a n d l e s 

the a c t u a l s t a k i n g of the w e l l , spudding, the 

d r i l l i n g of the w e l l , the d r i l l i n g o p e r a t i o n s . 

EXAMINER STOGNER: So you wouldn't 

n e c e s s a r i l y , being the g e o l o g i s t p r o p o s i n g e i t h e r 

a r e e n t r y , s i d e t r a c k i n g or d r i l l i n g a new w e l l , 

wouldn't r e a l l y be aware of any r u l e s and 

r e g u l a t i o n s p e r t a i n i n g to the o f f s e t l o c a l e s or 

r u l e s or r e g s , i s t h a t c o r r e c t ? 

MR. LOUGH: That i s c o r r e c t . I 

wouldn't c o n s i d e r myself an e x p e r t or e x t r e m e l y 

knowledgeable about s p e c i f i c r u l e s and 

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

EXAMINER STOGNER: Who would t h a t 

person be? 

MR. LOUGH: Would i t be Dorothea? 

MR. GI L L : Yeah, Dorothea. 

MR. LOUGH: Dorothea Owens. 
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MR. GI L L : She works t h a t department 

f o r u s. 

EXAMINER STOGNER: And you s a i d the 

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

p o i n t ? 

MR. LOUGH: Yes, i t i s . 

EXAMINER STOGNER: Or i s i t down? 

MR. LOUGH: No, i t ' s p r o j e c t e d to go to 

12,500 f e e t , and we're c u r r e n t l y a t about 9900 

f e e t . 

EXAMINER STOGNER: Has t h a t d i r e c t i o n a l 

d r i l l i n g been a u t h o r i z e d ? 

MR. LOUGH: Yes. 

EXAMINER STOGNER: Do you remember the 

order ? 

MR. LOUGH: I c a n ' t say t h a t I know the 

order, no. 

MR. CARR: Mr. Stogner, we would be 

g l a d to p r o v i d e you w i t h the order number. 

EXAMINER STOGNER: Okay. L i k e I s a i d , 

I c o u l d n ' t remember the a u t h o r i z a t i o n number on 

t h a t . 

Now, would you be aware or would she be 

aware of the 330 o f f s e t i f t h i s was spaced on 40 

a c r e s ? 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

35 

MR. LOUGH: I t h i n k Dorothea would be 

aware of t h a t . 

EXAMINER STOGNER: But you would not? 

MR. LOUGH: Not n e c e s s a r i l y , no. 

EXAMINER STOGNER: I f one v i o l a t e d t h a t 

r u l e , Maralo would d e f i n i t e l y f e e l the e f f e c t , I 

would assume? 

MR. LOUGH: Yes. 

EXAMINER STOGNER: Then I won't mention 

a n y t h i n g about the w e l l i n Eddy County, the 

L i t t l e Bear S t a t e U n i t Well #1. 

MR. LOUGH: Yeah, t h a t ' s another — 

EXAMINER STOGNER: L i k e I s a i d , we 

won't mention t h a t a t t h i s p o i n t . 

I f y o u ' l l get me the order number on 

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

MR. CARR: I w i l l . 

EXAMINER STOGNER: I s t h e r e a proposed 

pool name out t h e r e t h a t Maralo has, or would you 

want us to l e a v e t h a t up to our d i s t r i c t 

g e o l o g i s t i n Hobbs? 

MR. LOUGH: Given the o p t i o n , we would 

l i k e to p r o v i d e a sug g e s t e d name. 

EXAMINER STOGNER: W e l l , what i s i t ? 

MR. LOUGH: Would i t be n e c e s s a r y to do 
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t h a t c u r r e n t l y ? Would i t be more e x p e d i t i o u s to 

do t h a t ? 

EXAMINER STOGNER: I t would be 

a p p r o p r i a t e now, y e s . 

MR. LOUGH: I t h i n k the recommended 

name would be Highland F i e l d . 

EXAMINER STOGNER: H-I-G-H--

MR. LOUGH: H-I-G-H-L-A-N-D. 

EXAMINER STOGNER: Where d i d you get 

t h a t name? 

MR. LOUGH: J u s t came to mind, 

b a s i c a l l y . T h e r e ' s no to p o g r a p h i c f e a t u r e s out 

t h e r e to key o f f of, or a n y t h i n g l i k e t h a t . 

EXAMINER STOGNER: There a r e no 

to p o g r a p h i c f e a t u r e s i n C r o s s r o a d s ? 

MR. LOUGH: Wel l , t h a t h a s n ' t been 

used. " C r o s s r o a d s " has been used q u i t e a b i t out 

t h e r e f o r f i e l d names, and I would k i n d of l i k e 

to get away from t h a t . 

EXAMINER STOGNER: L e t ' s put i t t h i s 

way. Your s u g g e s t i o n has been brought to us and 

we w i l l a c t a p p r o p r i a t e l y . 

MR. LOUGH: Okay. 

EXAMINER STOGNER: I don't have any 

oth e r q u e s t i o n s of t h i s w i t n e s s or e i t h e r one of 
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t h e s e w i t n e s s e s . 

Mr. C a r r , a n y t h i n g f u r t h e r ? 

MR. CARR: Nothing f u r t h e r , Mr. 

Stogner. 

EXAMINER STOGNER: Does anybody e l s e 

have a n y t h i n g f u r t h e r i n t h i s m a t t e r ? 

I f not, Case No. 10670 w i l l be taken 

under advisement. 

(And the p r o c e e d i n g s concluded.) 
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EXAMINER MORROW: C a l l Case 10670, 

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

N o r t h J e n k i n s - D e v o n i a n P o o l . 

C a l l f o r a p p e a r a n c e s . 

MR. CARR: May i t p l e a s e t h e Ex a m i n e r , 

my name i s W i l l i a m F. C a r r , w i t h t h e Santa Fe 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 M a r a l o , I n c . , i n t h i s c ase, and I have 

two w i t n e s s e s . 

EXAMINER MORROW: Any o t h e r 

a p p e a r a n c e s ? 

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. 

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

MR. CARR: At t h i s t i m e , I c a l l Shane 

Lough. 

CARL SHANE LOUGH 

H a v i n g been f i r s t 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 name f o r t h e 

r e c o r d , p l e a s e . 

A. C a r l Shane Lough. 

Q. Where do you r e s i d e ? 

CUMBRE COURT REPORTING 
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A. Odessa, Texas. 

Q. By whom a r e you employed? 

A. M a r a l o , I n c o r p o r a t e d . 

Q. What i s y o u r c u r r e n t p o s i t i o n w i t h 

M a r a l o ? 

A. I'm a s e n i o r s t a f f g e o l o g i s t . 

Q. 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. 

Q. I n f a c t , you were t h e g e o l o g i c a l 

w i t n e s s a t t h e t i m e t h e t e m p o r a r y p o o l r u l e s were 

a d o p t e d f o r t h i s p o o l , i s t h a t c o r r e c t ? 

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

Q. At t h e t i m e o f t h a t 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 an e x p e r t i n p e t r o l e u m 

g e o l o g y 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. They were. 

Q. Are you f a m i l i a r w i t h t h e N o r t h e a s t 

J e n k i n s - D e v o n i a n P o o l ? 

A. Yes. 

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

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

a r e a ? 

A. Yes. 

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

Q. Mr. Lough, w o u l d you b r i e f l y s t a t e what 

M a r a l o seeks by a p p e a r i n g i n t h i s case? 

A. Yes. M a r a l o r e q u e s t s t h a t t h e 

t e m p o r a r y r u l e s f o r t h e N o r t h e a s t 

J e n k i n s - D e v o n i a n P o o l , i d e n t i f i e d as t h e e a s t 

h a l f n o r t h w e s t q u a r t e r , and 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 20, Township 9 S o u t h , Range 35 E a s t , 

Lea County, New M e x i c o , t h e s e r u l e s w h i c h a r e 

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

Order R-9912, we r e q u e s t t h a t t h e s e be 

e s t a b l i s h e d as permanent r u l e s . 

Q. When were t h e s e t e m p o r a r y r u l e s 

e f f e c t i v e ? 

A. They were e f f e c t i v e May o f 93. 

Q. And t h e s e r u l e s p r o v i d e f o r 8 0 - a c r e 

s p a c i n g p r o r a t i o n u n i t s i n t h e D e v o n i a n , i s t h a t 

r i g h t ? 

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

Q. Have you p r e p a r e d e x h i b i t s f o r 

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

A. I have. 

Q. Would you r e f e r t o what has been marked 

as M a r a l o E x h i b i t No. 1, and i d e n t i f y and r e v i e w 
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t h i s f o r Mr. Morrow? 

A. M a r a l o E x h i b i t No. 1 i s a g e n e r a l 

o r i e n t a t i o n p l a t , w i t h t h e J e n k i n s - N o r t h e a s t P o o l 

h i g h l i g h t e d i n r e d . Four a d d i t i o n a l D e v o n i a n 

f i e l d s w i t h i n d i v i d u a l D e v o n i a n w e l l s , 

h i g h l i g h t e d i n g r e e n , a r e a l s o shown on t h i s 

map . 

The s i g n i f i c a n c e o f t h i s i s , t h e s e 

f i e l d s c u r r e n t l y were e s t a b l i s h e d w i t h 8 0 - a c r e 

f i e l d r u l e s when t h e y were d r i l l e d , w i t h t h e 

e x c e p t i o n o f C r o s s r o a d s West, w h i c h went under 

s t a t e w i d e r u l e s o f 40 a c r e s . However, t h e f i e l d 

was d e v e l o p e d by a s i n g l e o p e r a t o r under 8 0 - a c r e 

s p a c i n g . 

A l s o , t o t h e s o u t h w e s t o f our 

J e n k i n s - N o r t h e a s t F i e l d , i n t h e s u b j e c t f i e l d , 

t h e r e ' s a s i n g l e w e l l h i g h l i g h t e d i n g r e e n . That 

i s t h e J e n k i n s - D e v o n i a n P o o l . T h i s w e l l w i l l be 

shown on an a d d i t i o n a l e x h i b i t . 

EXAMINER MORROW: Which one was t h a t , 

s i r ? 

THE WITNESS: T h a t ' s t h e w e l l l o c a t e d 

on t h e l e f t p o r t i o n o f t h e map, a p p r o x i m a t e l y a 

m i l e and a h a l f s o u t h w e s t o f t h e 

J e n k i n s - N o r t h e a s t . 
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Q. Mr. Lough, you i n d i c a t e d t h a t t h e p o o l 

b o u n d a r i e s , as d e f i n e d by t h e D i v i s i o n , o f 

J e n k i n s - N o r t h e a s t , i n c l u d e t h e n o r t h e a s t q u a r t e r 

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

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

Q. And J e n k i n s i s s o u t h and west o f t h e r e ? 

T h a t ' s a s e p a r a t e p o o l ? 

A. T h a t ' s a s e p a r a t e p o o l . 

Q. Y o u ' l l show t h a t w i t h s u b s e q u e n t 

g e o l o g i c a l e x h i b i t s ? 

A. T h a t ' s c o r r e c t . W e ' l l show s e p a r a t i o n . 

Q. Each o f t h e o t h e r p o o l s shown on t h i s 

e x h i b i t a r e De v o n i a n p o o l s , and t h e y ' r e e i t h e r 

d e v e l o p e d on 8 0 - a c r e s p a c i n g because o f t h e 

r u l e s , o r a r e on an e f f e c t i v e 8 0 - a c r e s p a c i n g 

p a t t e r n ? 

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

Q. L e t ' s go t o E x h i b i t No. 2, y o u r 

s t r u c t u r e map. W i l l you r e v i e w t h a t , p l e a s e ? 

A. E x h i b i t 2 i s a s t r u c t u r e map c o n t o u r e d 

on t h e t o p o f t h e D e v o n i a n . The s i g n i f i c a n c e o f 

t h i s map i s , t h i s map shows s e p a r a t i o n f r o m t h e 

J e n k i n s - N o r t h e a s t P o o l , compared t o t h e J e n k i n s 

P o o l l o c a t e d a p p r o x i m a t e l y a m i l e and a h a l f 

s o u t h / s o u t h w e s t o f t h e J e n k i n s - N o r t h e a s t P o o l . 
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T h i s e x h i b i t a l s o shows e f f e c t i v e pay 

f o r t h e J e n k i n s - N o r t h e a s t P o o l , t h a t b e i n g 

h i g h l i g h t e d i n g r e e n . 

T h i s e x h i b i t a l s o has h i g h l i g h t e d i n 

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

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

I t a l s o shows a r e c e n t f i e l d 

d e v e l o p m e n t , t h a t b e i n g t h e M a r a l o Bonds No. 1, 

shown on t h i s as a s i d e t r a c k w e l l , l o c a t e d i n t h 

s o u t h h a l f o f 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 

20 . 

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

c r o s s - s e c t i o n t o be p r e s e n t e d , i s a l s o i n d i c a t e d 

on t h i s map, t h a t b e i n g a w e s t - t o - e a s t 

c r o s s - s e c t i o n , A - A ' , w h i c h goes t h r o u g h t h e 

J e n k i n s 1 W e l l f i e l d , a c r o s s a d r y h o l e 

s e p a r a t i n g t h e J e n k i n s F i e l d f r o m t h e 

J e n k i n s - N o r t h e a s t P o o l , a c r o s s t h e J e n k i n s P o o l 

t o a d r y h o l e on t h e e a s t e r n s i d e o f t h e 

J e n k i n s - N o r t h e a s t P o o l . 

Q. So, t h i s e x h i b i t shows a l l t h e 

de v e l o p m e n t i n t h e ar e a ? 

A . Yes, i t does. 

Q. And you have i n c l u d e d on t h e e x h i b i t 

a l l t h e p e r t i n e n t i n f o r m a t i o n on each o f t h o s e 
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w e l l s , i n c l u d i n g t h e s i g n i f i c a n t d r y h o l e s i n t h e 

im m e d i a t e area? 

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

Q. As t o t h e o w n e r s h i p o f t h e t r a c t s 

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

o p e r a t o r s i n t h e D e v o n i a n f o r m a t i o n ? 

A. No, t h e r e a r e n o t . 

Q. Are t h e r e any o t h e r D e v o n i a n o p e r a t o r s 

or o p e r a t i o n s w i t h i n a m i l e o f t h i s p o o l ? 

A. No, t h e r e a r e n o t . 

Q. L e t ' s go t o y o u r n e x t e x h i b i t , t h e 

i s o p a c h , and I w o u l d l i k e you t o r e v i e w t h e 

i n f o r m a t i o n on t h i s e x h i b i t f o r Mr. Morrow. 

A. Okay. T h i s i s E x h i b i t 3, w h i c h i s a 

p o r o s i t y i s o p a c h o f t h e D e v o n i a n f o r m a t i o n . I t ' s 

t h e p o r o s i t y o r n e t e f f e c t i v e p o r o s i t y above t h e 

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

The s i g n i f i c a n c e o f t h i s e x h i b i t , a g a i n 

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

J e n k i n s - D e v o n i a n P o o l t o t h e J e n k i n s - N o r t h e a s t 

D e v o n i a n P o o l . 

Q. The r e ' s a l s o DST p r e s s u r e i n f o r m a t i o n 

on t h i s e x h i b i t ? 

A. T h a t ' s c o r r e c t . Each o f t h e D e v o n i a n 

p e n e t r a t i o n s i n t h i s a r e a have been p o s t e d , w i t h 
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t h e D e v o n i a n d r i l l stem t e s t d a t a t o each w e l l . 

And t h e s i g n i f i c a n c e o f t h a t i s , i t shows t h a t 

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

J e n k i n s - N o r t h e a s t D e v o n i a n P o o l have v e r y s i m i l a r 

p r e s s u r e s t o t h e o t h e r D e v o n i a n w e l l s i n t h e 

ar ea . 

Q. T h i s e x h i b i t a g a i n c o n t a i n s t h e t r a c e 

f o r y o u r c r o s s - s e c t i o n ? 

A. Yes, i t does. I t ' s , a g a i n , l a b e l e d 

A - A', west t o e a s t . 

Q. L e t ' s go t o t h a t c r o s s - s e c t i o n . Would 

you r e v i e w t h e i n f o r m a t i o n on t h i s e x h i b i t f o r 

Mr. Morrow? 

A. Yes. T h i s i s E x h i b i t 4. I t ' s a 

s t r u c t u r a l c r o s s - s e c t i o n a c r o s s t h e #1 w e l l , 

J e n k i n s - D e v o n i a n P o o l , and a c r o s s t h e 

J e n k i n s - N o r t h e a s t D e v o n i a n P o o l . T h i s 

c r o s s - s e c t i o n i s hung on a datum o f minus 8,000 

f e e t . 

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

J e n k i n s 1 w e l l , J e n k i n s - D e v o n i a n p o o l , and a l s o 

has t h e most r e c e n t w e l l p o s t e d on t h i s 

c r o s s - s e c t i o n , and i t ' s t h e t h i r d w e l l b o r e f r o m 

t h e r i g h t . T h a t ' s t h e M a r a l o Bonds No. 1, 

d r i l l e d as a s i d e t r a c k d i r e c t i o n a l w e l l , as a 
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r e e n t r y o f an o r i g i n a l Hanson No. 1 Bonds. 

T h i s w e l l i s a D e v o n i a n c o m p l e t i o n t h a t 

i n d i c a t e s t h a t t h i s D e v o n i a n P o o l i n q u e s t i o n 

has, as our b e s t e s t i m a t e , between a 4 0 - f o o t and 

a 6 0 - f o o t o i l column. T h i s w e l l a l s o e s t a b l i s h e s 

t h a t we have a v e r y good D e v o n i a n r e s e r v o i r 

p r e s e n t . 

Q. T h i s w e l l was, i n f a c t , d r i l l e d a f t e r 

t h e t e m p o r a r y p o o l r u l e s was p r o m u l g a t e d ? 

A. Yes, i t was. T h a t ' s r i g h t . 

EXAMINER MORROW: Which one i s t h a t , 

now? 

THE WITNESS: I t ' s t h e t h i r d w e l l f r o m 

t h e t o p , s i d e t r a c k e d h o l e , l a b e l e d "Devonian 

c o m p l e t i o n , " and i t ' s h i g h l i g h t e d i n g r e e n . 

Q. Mr. Lough, what g e o l o g i c c o n c l u s i o n s 

can you r e a c h f r o m y o u r s t u d y o f t h e are a ? 

A. That t h e J e n k i n s - N o r t h e a s t P o o l i s a 

s e p a r a t e r e s e r v o i r f r o m t h e J e n k i n s - D e v o n i a n 

P o o l . I t ' s a s e p a r a t e s t r u c t u r e and i s s e p a r a t e d 

s t r a t i g r a p h i c a l l y f r o m t h e J e n k i n s P o o l as a 

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

Q. I n t e r m s o f t h e g e o l o g i c 

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

o t h e r D e v o n i a n r e s e r v o i r s i n t h i s a r e a ? 
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A. I t i s . 

Q. W i l l M a r a l o be c a l l i n g an e n g i n e e r i n g 

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

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

A. Yes. 

Q. Were E x h i b i t s 1 t h r o u g h 4 p r e p a r e d by 

you ? 

A. Yes. 

MR. CARR: At t h i s t i m e , Mr. Morrow, we 

move t h e a d m i s s i o n i n t o e v i d e n c e o f M a r a l o 

E x h i b i t s 1 t h r o u g h 4. 

EXAMINER MORROW: 1 t h r o u g h 4 a r e 

admi t t e d . 

MR. CARR: That c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Mr. Lough. 

EXAMINATION 

BY EXAMINER MORROW: 

Q. I was l o o k i n g a t t h e c r o s s - s e c t i o n and 

w o n d e r i n g a b o u t t h e lows and h i g h s between y o u r 

c o n t r o l p o i n t s t h e r e and how y o u - - I assume you 

t i e d t h a t i n some way w i t h t h e s t r u c t u r a l 

c o n t r o l ? I s t h a t what you d i d ? 

A. Yes, s i r , we d i d . The i s o p a c h map and 

t h e s t r u c t u r e map a r e c o n s t r u c t e d f r o m b o t h 

g e o l o g i c a l and g e o p h y s i c a l d a t a . 
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Q. So t h e s e lows between w e l l s a r e t a k e n 

o f f o f h e r e and t r a n s f e r r e d o v e r t o y o u r 

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

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

The l i n e o f s e c t i o n f o l l o w s t h e s t r u c t u r e map. 

Q. W i l l t h e n e x t w i t n e s s g i v e us 

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

h o l e , and how much i t ' s p r o d u c e d ? 

A. Yes, s i r , he w i l l . 

EXAMINER MORROW: Thank y o u , s i r . We 

a p p r e c i a t e y o u r t e s t i m o n y . 

MR. CARR: At t h i s t i m e we c a l l R i c h a r d 

G i l l . 

RICHARD G I L L 

H a v i n g been f i r s t 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. S t a t e y o u r name f o r t h e r e c o r d , p l e a s e ? 

A. My name i s R i c h a r d G i l l . 

Q. Where do you r e s i d e ? 

A. M i d l a n d , Texas. 

Q. By whom a r e you employed? 

A. By M a r a l o , I n c o r p o r a t e d . 

Q. What i s y o u r c u r r e n t j o b w i t h M a r a l o ? 
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A. I'm t h e d i v i s i o n p e t r o l e u m e n g i n e e r . 

Q. 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 e D i v i s i o n ? 

A. Yes, I have. 

Q. You a l s o t e s t i f i e d i n t h e o r i g i n a l case 

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

A. Yes, I d i d . 

Q. At t h e t i m e o f t h a t 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 an e x p e r t w i t n e s s i n 

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

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h t h e N o r t h e a s t 

J e n k i n s - D e v o n i a n P o o l and have you made an 

e n g i n e e r i n g s t u d y o f t h e p o o l ? 

A. Yes, I have. 

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

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

EXAMINER MORROW: Yes, s i r . 

Q. Mr. G i l l , have you p r e p a r e d e x h i b i t s 

f o r p r e s e n t a t i o n h e r e t o d a y ? 

A. Yes, I have. 
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Q. L e t ' s go t o what has been marked M a r a l o 

E x h i b i t No. 5, and I w o u l d ask you t o i d e n t i f y 

t h a t and r e v i e w i t f o r Mr. Morrow. 

A. E x h i b i t No. 5, t h e r e a r e t h r e e 

d i f f e r e n t pages h e r e , and i t s t a r t s o f f w i t h some 

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

s u r r o u n d i n g f i e l d s o r t h e n e a r b y D e v o n i a n 

f i e l d s . 

I d i d t h i s i n a e f f o r t t o t r y t o 

d e t e r m i n e what w o u l d be a d e c e n t r e c o v e r y f a c t o r 

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

b o t h o f t h e s e f i e l d s , t h e C r o s s r o a d s S o u t h F i e l d 

and t h e Bough F i e l d , were d a t a p r e s e n t e d i n 

h e a r i n g s t o t h e Commission f o r f i e l d r u l e s f o r 

t h o s e two f i e l d s . 

R u n n i n g t h r o u g h t h e c a l c u l a t i o n o f 

t h e s e , I f o u n d , based on t h e t o t a l f i e l d r e c o v e r y 

t o t h e o i l i n p l a c e r e c o v e r y f a c t o r , o f a r o u n d 40 

t o 42 p e r c e n t w o u l d be p r e t t y d e c e n t . 

The second page was s t u f f p r e s e n t e d a t 

t h e o r i g i n a l h e a r i n g we had on t h i s f i e l d on t h e 

Barnes 20 No. 1, w h i c h i s t h e f i r s t w e l l d r i l l e d , 

and I r a n cases where I had assumed a p r o d u c t i v e 

a c r e a g e o f 40 a c r e s and came up w i t h an o i l i n 

p l a c e o f 111,000 b a r r e l s . 
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A p p l y i n g t h e 42 p e r c e n t r e c o v e r y 

f a c t o r , I came up w i t h an u l t i m a t e r e c o v e r y o f 

a l m o s t 47,000 b a r r e l s u nder t h a t 40 a c r e s . 

L o o k i n g t o see what i t w o u l d do under 

an 8 0 - a c r e p r o r a t i o n u n i t , I came up w i t h o i l i n 

p l a c e o f 290,000 b a r r e l s . A p p l y i n g t h e same 

r e c o v e r y f a c t o r , I ' v e shown an u l t i m a t e r e c o v e r y 

o f a l m o s t 122,000 b a r r e l s . 

Q. And t h e l a s t page o f t h i s e x h i b i t ? 

A. The l a s t page i s t h e o i l i n p l a c e 

c a l c u l a t i o n s I d i d on t h e Bonds No. 1, t h e l a s t 

w e l l we d r i l l e d . I r a n t h o s e s t r i c t l y on an 

80 - a c r e b a s i s and, u s i n g t h e n e t pay t h i c k n e s s 

o f f t h e i s o p a c h and w h a t n o t , came up w i t h an o i l 

i n p l a c e o f 894,000 b a r r e l s . 

U s i n g t h e same r e c o v e r y f a c t o r o f 42 

p e r c e n t , I show an e s t i m a t e d u l t i m a t e r e c o v e r y o f 

375,000 b a r r e l s f o r t h a t w e l l . 

Q. L e t ' s move now t o M a r a l o E x h i b i t No. 6 

and r e v i e w t h i s f o r t h e Examiner. 

A. E x h i b i t No. 6, t h e f i r s t page o f t h a t 

i s j u s t t h e p r o d u c t i o n c u r v e on t h e Barnes 20 No. 

1. I ' v e p e n c i l l e d i n our p r e d i c t e d d e c l i n e r a t e 

o f 18 p e r c e n t on t h a t c u r v e . 

The second page i s t h e p r o d u c t i o n 
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h i s t o r y on t h e Bonds No. 1, a g a i n , w i t h t h e 

p r o d u c t i o n d e c l i n e r a t e drawn on. 

The t h i r d page i s j u s t t a b u l a t e d 

p r o d u c t i o n f o r t h e f i e l d . I t shows t h e Barnes 

No. 1 b e i n g i n p r o d u c t i o n i n September o f 1992, 

t o d a t e , has p r o d u c e d 14,500 b a r r e l s o f o i l . 

The Bonds No. 1 came on p r o d u c t i o n i n 

A p r i l o f 93, and t h r o u g h March o f 94 has p r o d u c e d 

a l m o s t 98,000 b a r r e l s ; c u r r e n t l y p r o d u c i n g a b o u t 

250 b a r r e l s a day. 

Q. And t h i s i s t h e s i d e t r a c k w e l l ? 

A. The s i d e t r a c k w e l l , r i g h t . The n e x t 

page shows our d e c l i n e c u r v e a n a l y s i s on t h e 

Barnes 20 No. 1, where I t o o k t h e i n i t i a l r a t e o f 

26 b a r r e l s p e r day and t o o k i t down t o economic 

l i m i t a t t h e d e c l i n e r a t e shown on t h e p r o d u c t i o n 

c u r v e , and came up w i t h a r e m a i n i n g r e c o v e r y o f 

38,600 b a r r e l s . Add t h a t t o t h e 9,000 b a r r e l s 

i t s a l r e a d y p r o d u c e d , i t shows a t o t a l r e c o v e r y 

o f a b o u t 47,400 b a r r e l s . 

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

a n a l y s i s on t h e Bonds w h i c h a g a i n , s t a r t i n g a t 

t h e c u r r e n t r a t e o f 250 b a r r e l s a day and t a k i n g 

i t t o economic l i m i t a t t h e d e c l i n e r a t e shown on 

t h e p r o d u c t i o n c u r v e , I come up w i t h t h e 
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r e m a i n i n g r e c o v e r y o f 310,800 b a r r e l s . Add t h a t 

t o t h e 98,000 b a r r e l s i t ' s a l r e a d y p r o d u c e d , i t 

shows i t ' s g o i n g t o p r o d u c e an u l t i m a t e 408,574 

b a r r e l s . 

The s i g n i f i c a n c e o f t h a t , c o m p a r i n g 

t h a t t o t h e o i l i n p l a c e c a l c u l a t i o n s , i t shows 

t h a t t h e Bonds, based on d e c l i n e c u r v e a n a l y s i s , 

w i l l p r o d u c e a c t u a l l y a t a d b i t more t h a n what 

we're s h o w i n g an 8 0 - a c r e d r a i n a g e w o u l d be f o r 

t h a t w e l l a t t h a t l o c a t i o n . 

Q. A l l r i g h t . Would you i d e n t i f y E x h i b i t 

No . 7 . 

A. E x h i b i t No. 7 i s j u s t a l i t t l e b i t o f 

p r e s s u r e d a t a t h a t we had. The i n i t i a l 

b o t t o m h o l e p r e s s u r e f o r t h e r e s e r v o i r we 

d e t e r m i n e d f r o m t h e d r i l l stem t e s t on t h e Barnes 

20 No. 1, showed a b o t t o m h o l e p r e s s u r e o f 4807 

pounds. 

We were u n a b l e m e c h a n i c a l l y t o r u n a 

d r i l l stem t e s t i n t h e Bonds No. 1, t h e 

s i d e t r a c k e d w e l l , b u t we r e c e n t l y r a n a s h u t - i n 

b o t t o m h o l e p r e s s u r e i n t h a t w e l l , t h a t showed a 

c u r r e n t b o t t o m h o l e p r e s s u r e o f 4699, w h i c h shows 

o n l y a l i t t l e o v e r a h u n d r e d pound draw-down f r o m 

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

i n t h e Bonds No. 1 i s 4633, w h i c h i s o n l y 66 

pounds l e s s t h a n t h e b o t t o m h o l e s h u t - i n p r e s s u r e , 

w h i c h i s s h o w i n g us we have an e x c e l l e n t 

r e s e r v o i r c a p a b l e o f a tremendous amount o f 

p r o d u c t i o n . 

The f l o w i n g b o t t o m h o l e p r e s s u r e i s o n l y 

66 pounds l e s s t h a n t h e b o t t o m h o l e s h u t - i n 

p r e s s u r e on t h e Bonds No. 1 w h i c h , t o me, 

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

i s nowhere near b e i n g d e p l e t e d a t t h i s p o i n t 

a f t e r a l m o s t a h u n d r e d t h o u s a n d b a r r e l s o f 

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

p r o d u c e as much as we're p r e d i c t i n g . 

Q. Are you a b l e t o make a re c o m m e n d a t i o n 

or e s t i m a t e o f what t h e a v e r a g e w e l l s i n t h i s 

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

a c r e s ? 

A. I t h i n k t h e w e l l s i n t h e b e t t e r p a r t o f 

t h e r e s e r v o i r , l i k e t h e Bonds No. 1, s h o u l d 

e a s i l y p r o d u c e 80 a c r e s . The w e l l s downdip 

somewhat w i l l have w a t e r p r o b l e m s and may o n l y 

d r a i n as l i t t l e as 40 a c r e s . But t h e bonds No. 

1, I t h i n k , a l l t h e e v i d e n c e p r o v e s i t w i l l 

c e r t a i n l y d r a i n 80 a c r e s . 
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And I t h i n k we have s e v e r a l o t h e r 

l o c a t i o n s t h a t s h o u l d be h i g h enough t h a t t h e y ' l l 

d r a i n 80 a c r e s as w e l l . 

Q. S i n c e t e m p o r a r y r u l e s were a d o p t e d , you 

r e e n t e r e d and c o m p l e t e d t h e Bonds? 

A. T h a t ' s r i g h t . 

Q. What a r e y o u r f u t u r e d e v e l o p m e n t p l a n s ? 

A. Our i m m e d i a t e p l a n s w i l l be f o r a w e l l 

j u s t n o r t h o f t h e Bonds, an e x p l o r a t i o n u n i t 

n o r t h o f t h e Bonds. And t h e n , o f c o u r s e , 

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

t h i n k , w o u l d be n o r t h o f t h a t , i n t h e n e x t 

s e c t i o n n o r t h , and t h e n p o s s i b l y t h e r e may be one 

t o t h e s e c t i o n e a s t o f t h e Bonds as w e l l . 

Q. T h i s i s based on an a s s u m p t i o n t h a t 

y o u ' l l be d e v e l o p i n g t h e p o o l on an e f f e c t i v e 

8 0 - a c r e p a t t e r n ? 

A. R i g h t . 

Q. Do yo u , i n y o u r o p i n i o n , Mr. G i l l , have 

s u f f i c i e n t i n f o r m a t i o n now t o make a 

rec o m m e n d a t i o n t o t h e Commission f o r permanent 

r u l e s f o r t h e p o o l ? 

A. Yes, I do. I t h i n k t h e p e r f o r m a n c e o f 

th e Bonds No. 1 c e r t a i n l y i s an i n d i c a t i o n t h a t 

d r a i n a g e o f 80 a c r e s won't be a p r o b l e m f o r t h i s 
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f i e l d . 

Q. I n y o u r o p i n i o n , w o u l d 4 0 - a c r e 

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

w e l I s ? 

A. A b s o l u t e l y . You w o u l d be s p e n d i n g 

t w i c e as much money t o g e t t h e same r e s e r v e s . 

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 

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

N o r t h e a s t J e n k i n s - D e v o n i a n P o o l , be i n t h e b e s t 

i n t e r e s t 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 

wa 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, I do. 

Q. Were E x h i b i t s 5 t h r o u g h 7 p r e p a r e d by 

you ? 

A. Yes, t h e y were. 

MR. CARR: At t h i s t i m e , Mr. Morrow, we 

move t h e a d m i s s i o n o f E x h i b i t s 5 t h r o u g h 7. 

EXAMINER MORROW: 5 t h r o u g h 7 a r e 

a d m i t t e d . 

MR. CARR: That c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Mr. G i l l . 

EXAMINATION 

BY EXAMINER MORROW: 

Q. Mr. G i l l , on E x h i b i t No. 5, on t h e 

f i r s t page, d i d you t a k e t h e t o t a l r e c o v e r y f r o m 
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t h e s e o t h e r p o o l s and t h e n j u s t - - w e l l , go t h r o u g h 

t h a t a g a i n . 

A. The d a t a f o r t h e s e o t h e r f i e l d s I t o o k 

was f r o m t h e d a t a t h e y p r e s e n t e d a t t h e h e a r i n g 

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

p r e s e n t e d . Based on t h a t number, I c a l c u l a t e d 

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

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

f i e l d s , and came up w i t h some s o r t o f r e c o v e r y 

f a c t o r . 

Q. T h a t ' s w h at's been r e c o v e r e d t o d a t e , 

t h e n ? 

A. R i g h t . I t h i n k t h e s e f i e l d s a r e b o t h 

p r e t t y l a t e h i s t o r y k i n d o f f i e l d s , so t h a t ' s 

p r e t t y much what has been p r o d u c e d . 

Q. On t h e n e x t page, on t h e Barnes 20 No. 

1, t h e two c a l c u l a t i o n s a r e j u s t based on an 

a s s u m p t i o n t h a t you w o u l d d r a i n e i t h e r 40 or 80, 

i s t h a t r i g h t ? 

A . T h a t ' s r i g h t . 

Q. And you've g o t l e s s n e t pay where t h e 

w e l l i s d r i l l e d t h a n you have on t h e o t h e r 

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

A. Yes, s i r . 

Q. So t h i s w o u l d assume t h i s one w e l l 
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w o u l d d r a i n t h e e n t i r e 80, and i f you had t o go 

t o 4 0 - a c r e s p a c i n g , you w o u l d have t o d r i l l 

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

A. That 1 s r i g h t . 

Q. Why do you t h i n k i t w o u l d d r a i n 80 as 

w e l l as two w e l l s w o u l d d r a i n 80 a c r e s ? 

A. On t h e Barnes 20 No. 1, I b e l i e v e t h a t , 

based on t h e s t r u c t u r e , a l m o s t 40 a c r e s o f t h a t 

i s p r o b a b l y n o n p r o d u c t i v e . I t ' s g e t t i n g 

d o w n d i p . 

On t h e p r o d u c t i o n t a b u l a t i o n , you can 

see i t ' s making w a t e r a t a r a t e o f n e a r l y 40 

b a r r e l s a day, and has made w a t e r s i n c e t h e 

i n i t i a l c o m p l e t i o n . So we know we're r i g h t a t o r 

v e r y c l o s e t o t h e o i l / w a t e r c o n t a c t . 

Q. Your d e c l i n e c u r v e a n a l y s i s a p p a r e n t l y 

i n d i c a t e s i t won't even d r a i n 40 a c r e s ? 

A. I t h i n k , based on o u r c a l c u l a t i o n s , i t 

w i l l p r o b a b l y d r a i n j u s t r i g h t a t 40 a c r e s . The 

o i l i n p l a c e c a l c u l a t i o n came up w i t h 46,900, and 

th e d e c l i n e c u r v e came up w i t h 47,700, b u t t h a t ' s 

due t o t h e o t h e r p a r t o f t h a t 40 a c r e s b e i n g 

d o w n d i p , and i t w o u l d be w e t . 

Q. So, t h e o t h e r p a r t o f t h e 40 a c r e s 

shown on E x h i b i t 5, or t h e o t h e r p a r t o f t h e 80 
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a c r e s , r a t h e r , i s shown as b e i n g p r o d u c t i v e b u t 

i t ' s r e a l l y n o t p r o d u c t i v e ? 

A. At t h i s l o c a t i o n i t ' s n o t . T h a t ' s 

r i g h t . 

Q. I s t h e r e an a c t i v e w a t e r d r i v e i n t h e 

p o o l ? 

A. T h a t ' s what most p e o p l e c l a i m t h e 

D e v o n i a n i s . Most p e o p l e say i t ' s an a c t i v e 

w a t e r d r i v e . T h e r e ' s d e f i n i t e l y w a t e r 

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

Q. Has t h a t s e r v e d t o keep y o u r p r e s s u r e s 

up? 

A. I t h i n k t o a b i g degr e e i t w i l l . 

Y o u ' l l see some d e c l i n e i n p r e s s u r e s b u t , f o r t h e 

most p a r t , you won't see a b i g d e c l i n e . 

EXAMINER MORROW: A l l r i g h t . Thank 

yo u , Mr. G i l l . 

MR. CARR: That c o n c l u d e s o u r 

p r e s e n t a t i o n i n t h i s c ase, Mr. Morrow. 

EXAMINER MORROW: Case 10970 w i l l be 

t a k e n u n d e r 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 c o n c l u d e d . ) 

I dchereby certify that the foregoing f, 
a c o u p l e , record of the proceeding In 
* e E a r n e r hearing of Case No. 
hsard^y me | n , 

ation Division 
ixaminer 
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I N D E X 

Page Number 

Appearances 2 

WITNESSES FOR THE APPLICANT: 

1 . SHANE LOUGH 
E x a m i n a t i o n by Mr. Ca r r 4 
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2. RICHARD A. GILL 
E x a m i n a t i o n by Mr. Ca r r 23 
E x a m i n a t i o n by Mr. S t o g n e r 30 

C e r t i f i c a t e o f R e p o r t e r 38 

E X H I B I T S 
Page Marked 

E x h i b i t No. 1 7 
E x h i b i t No. 2 9 
E x h i b i t No. 3 10 
E x h i b i t No. 4 13 
E x h i b i t No. 5 16 
E x h i b i t No. 6 24 
E x h i b i t No. 7 27 
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EXAMINER STOGNER: C a l l n e x t case, No. 

10670. 

MR. STOVALL: A p p l i c a t i o n o f M a r a l o , 

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

a d i s c o v e r y a l l o w a b l e , Lea County, New M e x i c o . 

EXAMINER STOGNER: C a l l f o r 

a p p e a r a n c e s . 

MR. CARR: May i t p l e a s e t h e Exami n e r , 

my name i s W i l l i a m F. C a r r w i t h t h e Santa Fe 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 . I 

r e p r e s e n t M a r a l o , I n c . , and I have two w i t n e s s e s . 

EXAMINER STOGNER: Are t h e r e any o t h e r 

a p p e a r a n c e s ? 

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 a t t h i s t i m e . 

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

EXAMINER STOGNER: Mr. C a r r ? 

MR. CARR: At t h i s t i m e we w o u l d c a l l 

Shane Lough. 

SHANE LOOGH 

H a v i n g been f i r s t 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 name f o r t h e 

RODRIGUEZ REPORTING 
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r e c o r d , p l e a s e . 

A. C a r l Shane Lough. 

Q. Where do you r e s i d e ? 

A. I r e s i d e i n Odessa, Texas. 

Q. By whom a r e you employed? 

A. M a r a l o , I n c o r p o r a t e d , i n M i d l a n d , 

Texas. 

Q. What p o s i t i o n do you h o l d w i t h M a r a l o ? 

A. S e n i o r s t a f f g e o l o g i s t . 

Q. Mr. Lough, 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. No, I have n o t . 

Q. Would you b r i e f l y summarize y o u r 

e d u c a t i o n a l b a c k g r o u n d and r e v i e w y o u r work 

e x p e r i e n c e f o r t h e Examiner? 

A. Uh-huh. I h o l d a B.S. degre e I g e o l o g y 

f r o m t h e U n i v e r s i t y o f Texas i n t h e Permian 

B a s i n . I ' v e w o rked my e n t i r e c a r e e r i n M i d l a n d , 

Texas, as an e x p l o r a t i o n g e o l o g i s t . I ' v e worked 

f o r P e n n z o i l , S o u t h l a n d R o y a l t y , W i l l i a m s 

E x p l o r a t i o n . I ' v e c o n s u l t e d f o r two i n d e p e n d e n t 

companies i n M i d l a n d , and I c u r r e n t l y work f o r 

M a r a l o , and I began my employment w i t h M a r a l o i n 

1990 . 

Q. S i n c e y o u r g r a d u a t i o n , a t a l l t i m e s you 
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have been employed as a p e t r o l e u m g e o l o g i s t ? 

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

Q. Does t h e g e o g r a p h i c a r e a o f y o u r 

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

S o u t h e a s t e r n New Mexico w h i c h i s i n v o l v e d i n t h i s 

case ? 

A. Yes, i t does. 

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 i n t h i s m a t t e r on b e h a l f o f M a r a l o ? 

A . Yes. 

Q. Have you made a g e o l o g i c a l s t u d y o f t h e 

ar e a t h a t i s t h e s u b j e c t o f t h i s case? 

A. Yes. 

MR. CARR: Mr. S t o g n e r , a t t h i s t i m e we 

t e n d e r Shane Lough as an e x p e r t w i t n e s s i n 

p e t r o l e u m g e o l o g y . 

EXAMINER STOGNER: Mr. Lough i s so 

q u a 1 i f i ed. 

Q. Would you b r i e f l y s t a t e what M a r a l o , 

I n c . , seeks i n t h i s case? 

A. M a r a l o i s h e r e t o r e q u e s t a new p o o l 

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

8 0 - a c r e s p a c i n g , f o r M a r a l o ' s i n i t i a l w e l l i n 

t h i s p r o s p e c t ; t h e 8 0 - a c r e u n i t b e i n g t h e e a s t 

h a l f o f 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 20, 
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Township 9 S o u t h , Range 35 E a s t , Lea County. 

Q. I n what f o r m a t i o n a r e you p r o p o s i n g t h e 

p o o l be c r e a t e d ? 

A. I t ' s f o r t h e D e v o n i a n . 

Q. Have you p r e p a r e d c e r t a i n e x h i b i t s f o r 

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

A. Yes, I have. 

Q. I w o u l d f i r s t l i k e t o d i r e c t y o u r 

a t t e n t i o n t o what has been marked M a r a l o E x h i b i t 

No. 1. I w o u l d l i k e you t o f i r s t i d e n t i f y t h i s 

e x h i b i t , and t h e n r e v i e w i t f o r t h e Examiner. 

A. T h i s i s a r e g i o n a l l o c a t i o n p l a t 

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

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

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

H i g h l i g h t e d a r e t h r e e a n a l o g o u s f i e l d s 

b e i n g t o t h e s o u t h e a s t , C r o s s r o a d s S o u t h , t o w a r d 

t h e n o r t h w e s t near t h e c e n t e r o f t h e map, 

C r o s s r o a d s West, and t o w a r d t h e n o r t h / c e n t r a 1 

p o r t i o n o f t h e map, t h e Bough-Devonian f i e l d s . 

Q. We a l s o have a w e l l on t h e e x t r e m e 

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

i n ? 

A. T h a t ' s t h e abandoned J e n k i n s p o o l . 

Q. When was t h a t d e v e l o p e d , a p p r o x i m a t e l y ? 
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A. I t was d r i l l e d and c o m p l e t e d i n 1963 

and p r o d u c e d a p p r o x i m a t e l y 10,000 b a r r e l s o f o i l . 

Q. I f we l o o k a t t h e o t h e r D e v o n i a n f i e l d s 

d e p i c t e d on E x h i b i t No. 1, s t a r t i n g i n t h e 

s o u t h e a s t e r n p o r t i o n o f t h e p l a t , what i s t h e 

a p p r o v e d s p a c i n g f o r t h e C r o s s r o a d s South? 

A. C r o s s r o a d s S o u t h has a p p r o v a l f o r 

8 0 - a c r e s p a c i n g . 

Q. I f we go t o t h e Bough f i e l d i n t h e 

n o r t h , i s t h a t a l s o 8 0 - a c r e s p a c i n g ? 

A. I t has a l s o been a p p r o v e d f o r 8 0 - a c r e 

spac i n g . 

Q. What i s t h e s t a t u s o f t h e C r o s s r o a d s 

West p o o l ? 

A. The C r o s s r o a d s West p o o l was n e v e r 

p r e s e n t e d f o r 8 0 - a c r e s p a c i n g . However, i t was 

e f f e c t i v e l y d r i l l e d on 8 0 - a c r e s p a c i n g . 

Q. Do you know what t h e p o o l b o u n d a r i e s 

a r e f o r t h a t p o o l ? 

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

o f S e c t i o n 31 and t h e n o r t h e a s t q u a r t e r o f 

Sect i o n 6. 

Q. Was t h a t a l l d e v e l o p e d by one o p e r a t o r , 

d i d you say? 

A . I t was, y e s . 
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Q. L e t ' s move now t o M a r a l o E x h i b i t No. 

2. C o u l d you i d e n t i f y t h a t f o r Mr. S t o g n e r ? 

A. T h i s i s a l a n d p l a t i n d i c a t i n g M a r a l o ' s 

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

o u t l i n e , and s h o w i n g M a r a l o 1 s l e a s e p o s i t i o n on 

t h i s p r o s p e c t . 

Q. A l l r i g h t . I f we l o o k a t t h i s e x h i b i t , 

t h e r e a r e a number o f l e a s e s shown t h a t s u r r o u n d 

t h e p r o p o s e d p o o l . Who owns t h o s e l e a s e s ? 

A. M a r a l o , I n c o r p o r a t e d , owns a l l o f t h e s e 

l e a s e s shown on t h i s map. 

Q. Are t h e r e any o t h e r D e v o n i a n o p e r a t o r s 

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

b o u n d a r y ? 

A. There a r e n o t . 

Q. We have w e l l s p o t s a l l o v e r t h i s 

e x h i b i t . C o u l d you j u s t summarize what 

f o r m a t i o n s we're t a l k i n g a b o u t and t h e s t a t u s o f 

t h e s e we l i s ? 

A. V i r t u a l l y a l l o f t h e abandoned o i l w e l l 

l o c a t i o n s a r e Bough f o r m a t i o n abandoned o i l 

w e l l s . There a r e two abandoned gas w e l l s i n 

S e c t i o n 16 t h a t a r e abandoned San Andres gas 

comp1e t i ons. 

Q. Are a l l t h e w e l l s shown on t h i s map or 
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p l a t , e x c e p t t h e s u b j e c t w e l l , e i t h e r p l u g g e d and 

abandoned w e l l s o r d r y h o l e s ? 

A. They a r e . W i t h t h e e x c e p t i o n o f t h e 

Amerada #1 Ande r s o n l o c a t e d i n t h e n o r t h w e s t o f 

t h e n o r t h e a s t o f S e c t i o n 30. That w e l l i s an 

abandoned D e v o n i a n w e l l and has been p l u g g e d back 

t o t h e San Andres and i s i n a c t i v e b u t has n o t 

been p l u g g e d . 

Q. The w e l l t h a t M a r a l o has c o m p l e t e d i n 

t h e D e v o n i a n i s t h e #1 w e l l w h i c h i s l o c a t e d i n 

U n i t C o f S e c t i o n 20? 

A . Yes, i t i s . 

Q. L e t ' s move now t o M a r a l o E x h i b i t No. 

3. Would you i d e n t i f y t h a t f o r Mr. S t o g n e r ? 

A. T h i s i s a s t r u c t u r e map t h a t I have 

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

base o f t h e Woodford s h a l e . A g a i n , t h i s map 

c o v e r s t h e Cr o s s r o a d s - W e s t F i e l d , t h e 

Bough-Devonian F i e l d , t h e now abandoned 

J e n k i n s - D e v o n i a n F i e l d , and o u r s u b j e c t w e l l . 

Q. Now, t h e g r e e n a r e a i n d i c a t e s what? 

A. The g r e e n a r e a i n d i c a t e s what we 

see — t h e d a t a we have a c q u i r e d as t h e p r o d u c t i v e 

b o u n d a r y o f t h i s p o o l . 

Q. U s i n g t h e s t r u c t u r e map, Mr. Lough, 
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c o u l d you r e v i e w f o r t h e Examiner M a r a l o ' s p l a n s 

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

A. Yes. We c u r r e n t l y — w e have c o m p l e t e d 

t h e M a r a l o Barnes 20 # 1 , w h i c h i s t h e s u b j e c t 

w e l l . We c u r r e n t l y have r e e n t e r e d t h e Hanson 

Bonds, w h i c h i s l o c a t e d i n t h e s o u t h e a s t o f t h e 

n o r t h e a s t , and a r e s i d e t r a c k i n g t h a t w e l l f o r an 

a n t i c i p a t e d D e v o n i a n c o m p l e t i o n . 

We have what we a n t i c i p a t e , i f each 

s t e p t h a t we t a k e on t h i s p r o s p e c t i s s u c c e s s f u l , 

we have, i n a d d i t i o n t o t h e w e l l we're c u r r e n t l y 

o p e r a t i n g and r e e n t e r i n g and s i d e t r a c k i n g , we 

f e e l l i k e i f i t ' s s u c c e s s f u l , we s h o u l d have 

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

on t h i s f i e l d . 

Q. And where a r e t h e y ? 

A. One w o u l d be t h e n o r t h h a l f o f 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 20; a second o r an 

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

s o u t h e a s t q u a r t e r o f S e c t i o n 17. I f s u c c e s s f u l , 

t h e n we have a v e r y s t r o n g p o t e n t i a l t o d r i l l 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 o f 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 2 1 . 

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

t h e p r e s e n t p r o p o s e d 8 0 - a c r e p r o r a t i o n u n i t ? 
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A. M a r a l o has t h e a c r e a g e l e a s e d , and i t 

i s f e e o w n e r s h i p . 

Q. And t h e n you a r e s i d e t r a c k i n g w i t h t h e 

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

You're t a k i n g t h a t t o t h e west? 

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

Q. And what w o u l d be t h e a c r e a g e d e d i c a t e d 

t o t h a t w e l l ? 

A. I t w o u l d be t h e la y - d o w n 80. 

Q. And what i s t h e c h a r a c t e r o f t h a t l a n d ? 

A. That l a n d i s l e a s e d by M a r a l o and i s 

f e e o w n e r s h i p . 

Q. As t o t h e n o r t h h a l f o f t h e n o r t h e a s t 

o f 20, t h e c h a r a c t e r o f t h a t l a n d ? 

A. That l a n d i s l e a s e d by M a r a l o , and i t ' s 

a f e d e r a l l e a s e . 

Q. What i s t h e s t a t u s o f t h e l a n d i n t h e 

s o u t h e a s t o f 17? 

A. That i s l e a s e d by M a r a l o and i t i s 

s t a t e l a n d . 

Q. And t h e n a l s o as t o t h e n o r t h w e s t o f 

2 1? 

A. That l e a s e i s h e l d by M a r a l o and i s 

s t a t e l a n d . 

Q. So, a c t u a l l y , i f you a r e s u c c e s s f u l . 
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you w o u l d r e a c h f u l l d e v e l o p m e n t w i t h f i v e w e l l s 

on 8 0 - a c r e s p a c i n g ? 

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

Q. How does t h i s D e v o n i a n r e s e r v o i r 

compare, s t r u c t u r a l l y , t o t h e J e n k i n s F i e l d t o 

th e s o u t h and t h e west? 

A. The o v e r a l l r e s e r v o i r i s s i m i l a r . We 

f e e l l i k e we have s t r u c t u r a l s e p a r a t i o n f r o m t h e 

J e n k i n s p o o l , and we f e e l l i k e we w i l l u l t i m a t e l y 

be s t r u c t u r a l l y h i g h t o t h a t p o o l . 

Q. Mr. Lough, when we o r i g i n a l l y f i l e d 

t h i s a p p l i c a t i o n , we were a l s o s e e k i n g a 

d i s c o v e r y a l l o w a b l e . Does M a r a l o i n t e n d t o 

p u r s u e a d i s c o v e r y a l l o w a b l e ? 

A. Yes . 

Q. Are you g o i n g t o p u r s u e t h e d i s c o v e r y 

a l l o w a b 1 e ? 

A. No. The d i s c o v e r y a l l o w a b l e we a r e n o t 

g o i n g t o p u r s u e . T h a t ' s n o t what we're 

i n t e r e s t e d i n . 

Q. L e t ' s go now t o E x h i b i t No. 4. Would 

you i d e n t i f y t h a t , p l e a s e ? 

A. I t ' s an i s o p a c h o f t h e n e t e f f e c t i v e 

p o r o s i t y above t h e i d e n t i f i e d o i l / w a t e r c o n t a c t 

i n t h e D e v o n i a n f o r m a t i o n i n t h e a r e a o f our new 
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p o o l c r e a t i o n . A g a i n , t h i s i s o p a c h shows t h a t we 

s h o u l d b e - - t h a t we b e l i e v e t h a t we're s e p a r a t e d 

f r o m t h e J e n k i n s - D e v o n i a n p o o l l o c a t e d i n S e c t i o n 

30 and, a g a i n , t h e p r o p o s e d 8 0 - a c r e s a r e o u t l i n e d 

i n r e d . 

Q. And, based on y o u r p o r o s i t y i s o p a c h , i n 

t e r m s o f j u s t o v e r a l l p o s i t i o n w i t h i n t h i s p o o l , 

how w o u l d you c h a r a c t e r i z e t h e l o c a t i o n o f t h e 

i n i t i a l we 11? 

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

a c t u a l l y a m a r g i n a l l o c a t i o n i n t e r m s o f 

s t r u c t u r a l p o s i t i o n and p o r o s i t y , l o c a t i o n o f 

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

a p p e a r s t o be v e r y near t h e o i l / w a t e r c o n t a c t on 

t h i s s t r u c t u r e , and we f e e l l i k e s u b s e q u e n t 

w e l l s , as i n d i c a t e d on t h i s e x h i b i t , w i l l 

e n c o u n t e r i m p r o v e d p o r o s i t y and s t r u c t u r e . 

Q. T h i s e x h i b i t c o n t a i n s i n f o r m a t i o n 

o b t a i n e d f r o m d r i l l stem t e s t s ? 

A. Uh-huh. 

Q. Have you compared t h i s d a t a w i t h t h e 

d r i l l stem t e s t i n f o r m a t i o n on t h e o t h e r D e v o n i a n 

p o o l s i n t h e area? 

A. Yes. The p r e s s u r e s t h a t we e n c o u n t e r e d 

f r o m o ur d r i l l stem t e s t s i n t h e Upper D e v o n i a n 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

1 7 

1 8 

19 

20 

2 1 

2 2 

23 

24 

25 

15 

i n o u r w e l l , a r e v e r y , v e r y c o m p a r a b l e t o d r i l l 

stem t e s t s i n t h e Bough F i e l d , t h e 

Cros s r o a d s - W e s t F i e l d and t h e C r o s s r o a d s - S o u t h 

F i e l d . 

Q. Mr. Lough, you have a t r a c e on t h i s 

e x h i b i t f o r a c r o s s - s e c t i o n ? 

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

Q. You have j u s t one copy o f t h a t ? 

A. Yes. We have one copy w i t h us t o d a y , 

b u t we can p r o v i d e a d d i t i o n a l c o p i e s . 

MR. CARR: Mr. S t o g n e r , t h i s i s a l a r g e 

e x h i b i t . W i t h y o u r p e r m i s s i o n , c o u l d we p u t i t 

up on t h e w a l l ? 

MR. STOVALL: T h i s a f u l l s c a l e 

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

THE WITNESS: Yes, t h i s i s a 

f u l l - s c a l e , r e a s o n a b l y l a r g e c r o s s - s e c t i o n . 

EXAMINER STOGNER: W i t h t h a t , l e t ' s go 

o f f t h e r e c o r d f o r ab o u t f i v e m i n u t e s w h i l e 

y o u ' r e h a n g i n g t h a t up. 

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

EXAMINER STOGNER: The h e a r i n g w i l l 

come t o o r d e r . Mr. C a r r ? 

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

r e f e r t o what has been marked as M a r a l o E x h i b i t 
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No. 5, and you may want t o go t o t h e e x h i b i t , 

and, s i m p l y , f i r s t i d e n t i f y i t f r o m t h e l i n e o f 

c r o s s - s e c t i o n and t h e n r e v i e w i t f o r Mr. 

S t o g n e r . 

A. Yes. T h i s i s s t r u c t u r a l c r o s s - s e c t i o n 

A t o A'. The b e g i n n i n g o f t h e c r o s s - s e c t i o n i s 

i n U n i t D o f S e c t i o n 30 t o t h e w e s t , c o n t i n u i n g 

e a s t , n o r t h and e a s t , t o U n i t E i n S e c t i o n 2 1 . 

The c r o s s - s e c t i o n i s p r e s e n t e d f o r a 

number o f r e a s o n s , one o f w h i c h b e i n g t h a t i t i s 

a c r o s s - s e c t i o n a l v i e w o f t h e s t r u c t u r e map t h a t 

was p r e s e n t e d e a r l i e r . We f e e l t h a t we can 

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

abandoned J e n k i n s p o o l , and a l s o t h e 

c r o s s - s e c t i o n i s s h o w i n g what we b e l i e v e t o be 

t h e p r o d u c t i v e p o r o s i t y i n our r e q u e s t e d new p o o l 

c r e a t i o n , w i t h t h e M a r a l o Barnes 20 #1 l o c a t e d 

h e r e , i n d i c a t i n g t h a t t h i s w e l l has a p p r o x i m a t e l y 

16 f e e t o f e f f e c t i v e p o r o s i t y above t h e o i l / w a t e r 

c o n t a c t . 

The o i l / w a t e r c o n t a c t i s i d e n t i f i e d by 

s e v e r a l d r i l l stem t e s t s w i t h i n t h i s o v e r a l l a r e a 

f r o m numerous w e l l s . We f e e l l i k e we've g o t a 

f a i r l y a c c u r a t e o i l / w a t e r c o n t a c t p r e d i c t e d 

h e r e . Our Barnes w e l l a p p e a r s t o s u b s t a n t i a t e 
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t h a t o i l / w a t e r c o n t a c t . 

We a l s o f e e l l i k e s u b s e q u e n t w e l l s 

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

r e s e r v o i r s t r u c t u r a l l y h i g h , w i t h r e s u l t i n g 

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

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

Barnes 20 # 1 - -

EXAMINER STOGNER: You're r e f e r r i n g t o 

t h e f o u r t h w e l l f r o m t h e l e f t ? 

THE WITNESS: T h a t ' s c o r r e c t . 

A. The f i f t h w e l l f r o m t h e l e f t i s t h e 

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

s i d e t r a c k i n g and k i c k i n g a p p r o x i m a t e l y 300 f e e t 

t o t h e west o f t h e o r i g i n a l w e l l b o r e , t h i s 

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

De v o n i a n . The w e l l b o r e a c t u a l l y p e n e t r a t e d a 

f a u l t i n t h e D e v o n i a n . 

Q. A l l r i g h t . Mr. Lough, c o u l d you j u s t 

summarize t h e g e o l o g i c a l c o n c l u s i o n s t h a t you've 

been a b l e t o r e a c h as a r e s u l t o f y o u r s t u d y o f 

t h i s a r e a ? 

A. We f e e l l i k e we have i d e n t i f i e d a new 

p o o l , a new s t r u c t u r a l p o o l i n t h e D e v o n i a n 

r e s e r v o i r . Our i n i t i a l w e l l a p p e a r s t o have 

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

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

c o n t a c t . 

We f e e l l i k e we have t h e p o t e n t i a l f o r 

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

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

D e v o n i a n , s i g n i f i c a n t l y s t r u c t u r a l l y h i g h t o our 

f i r s t w e l l . And we f e e l l i k e t h e s e s u b s e q u e n t 

w e l l s , t a k e n one w e l l a t a t i m e , s h o u l d r e s u l t i n 

s i g n i f i c a n t l y b e t t e r p r o d u c t i o n t h a n what we have 

e n c o u n t e r e d i n our i n i t i a l w e l l , b e i n g t h e Barnes 

20 #1 . 

Q. Do t h e g e o l o g i c a l c h a r a c t e r i s t i c s o f 

t h i s new D e v o n i a n r e s e r v o i r compare f a v o r a b l y t o 

t h e g e o l o g i c a l c h a r a c t e r i s t i c s o f t h e o t h e r 

D e v o n i a n r e s e r v o i r s i n t h i s a r ea? 

A. From t h e d a t a we have on t h i s 

r e s e r v o i r , i t a p p e a r s t o be a t y p i c a l D e v o n i a n 

r e s e r v o i r f o r t h e D e v o n i a n i n t h e n o r t h e r n 

p o r t i o n o f t h e Tatum B a s i n . We f e e l l i k e we have 

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

t h a t we d i s c u s s e d e a r l i e r . 

Q. These f i e l d s a r e d e v e l o p e d e i t h e r u nder 

8 0 - a c r e r u l e s o r on an e f f e c t i v e 8 0 - a c r e s p a c i n g 

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

Q. Were E x h i b i t s 1 t h r o u g h 5 p r e p a r e d by 

you? 

A. Yes, t h e y were. 

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , 

we move t h e a d m i s s i o n o f M a r a l o E x h i b i t s 1 

t h r o u g h 5. 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 5 

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

MR. CARR: That c o m p l e t e s my d i r e c t 

e x a m i n a t i o n o f Mr. Lough. 

EXAMINER STOGNER: Mr. C a r r , I do have 

q u i t e a few q u e s t i o n s , and I want t o d e f e r some 

of them u n t i l I hear t h e n e x t w i t n e s s , t h e 

g e o l o g i c a l ones. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. R e f e r r i n g t o E x h i b i t No. 4 and, f o r 

t h a t m a t t e r , E x h i b i t No. 3, you can k i n d o f h e l p 

me u n d e r s t a n d what k i n d o f d e p o s i t t h i s i s i n t h e 

J e n k i n s a r e a . I t a p p e a r s t o be p o d - l i k e . Y o u ' l l 

have t o go back t o e l e m e n t a r y g e o l o g y . I'm an 

e n g i n e e r . 

A. Okay. 

Q. S o r t o f g e t me t o u n d e r s t a n d what k i n d 
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o f d e p o s i t s we have, what k i n d o f e n v i r o n m e n t 

we're s e e i n g ? I ' l l l e t you s t a r t w i t h t h a t . 

A. Okay. The f o r m a t i o n t h a t we're l o o k i n g 

a t i s t h e D e v o n i a n d o l o m i t e . The s m a l l 

s t r u c t u r e s t h a t a r e shown on E x h i b i t 3 a r e t h e 

r e s u l t o f t e c t o n i c a c t i v i t i e s , f a u l t i n g and 

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

t h a t I have c o n t o u r e d as a s t r u c t u r a l 

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

I t ' s a f a i r l y c o n t i g u o u s f o r m a t i o n i n 

r e s e r v o i r . The t r a p s and r e s u l t i n g f i e l d s t h a t 

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

o i l / w a t e r c o n t a c t s on each — s e p a r a t e o i l / w a t e r 

c o n t a c t s on each one o f t h e s e f i e l d s . 

When t h e s m a l l s t r u c t u r e s were f o r m e d , 

t h e r e s u l t i n g t r a p s were f o r m e d . O i l m i g r a t e d 

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

d i f f e r e n t s p i l l p o i n t , and r e s u l t e d i n t h e 

o i l / w a t e r c o n t a c t s b e i n g p r e s e n t on each f i e l d 

and b e i n g a t d i f f e r e n t e l e v a t i o n s on each f i e l d . 

Q. And, e s s e n t i a l l y , t h e s e e l e v a t i o n 

changes i s what y o u ' r e c l a i m i n g s e p a r a t e s t h e o l d 

J e n k i n s p o o l i n S e c t i o n 30 f r o m y o u r p r o p o s e d 

a r e a i n S e c t i o n 20, i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . Yes, i t i s . 
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Q. Now, l o o k i n g o v e r i n S e c t i o n 19, t h e r e 

a p p e a r s t o be a v e r y s m a l l a r e a t h e r e ? 

A. Yes. 

Q. And t h e r e seems t o be, l o o k s l i k e a 

Kerr-McGee w e l l i n t h e r e , w i t h s i x f e e t o f - -

A. T h a t ' s c o r r e c t . That w e l l a p p e a r s t o 

have p o t e n t i a l l y s i x f e e t o f e f f e c t i v e p o r o s i t y 

above t h e o i l / w a t e r c o n t a c t . 

The w e l l was d r i l l - s t e m t e s t e d above 

t h i s p o r o s i t y and was d r i l l - s t e m t e s t e d t i g h t . 

The w e l l was t h e n d r i l l e d d e e p e r , below t h e 

o i l / w a t e r c o n t a c t , b e f o r e a second d r i l l stem 

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

stem t e s t r e c o v e r e d v i r t u a l l y a l l w a t e r . 

I b e l i e v e t h a t t h e r e i s p r o b a b l y a v e r y 

t h i n o i l column i n t h a t w e l l b o r e t h a t was n o t 

e f f e c t i v e l y t e s t e d by DST due t o t h e f a c t t h a t 

t h e y had d r i l l e d w e l l i n t o t h e w a t e r t a b l e b e f o r e 

t h e y c o n d u c t e d t h e i r d r i l l stem t e s t . 

Q. You t a l k e d a b o u t t h e o i l m i g r a t i o n i n t o 

t h i s a r e a . Would t h a t have been c o n s i d e r e d one 

common s o u r c e and s u p p l y moving i n t o t h e a r e a , 

each i n d i v i d u a l s t e p ? I guess t h e way I c o u l d 

v i s u a l i z e t h i s i s s t e p p i n g s t o n e s b e i n g t r a p p e d 

i n t h e s e s m a l l l i t t l e t r a p p i n g s ? 
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A. T h a t ' s r i g h t . I t was, o v e r g e o l o g i c 

t i m e , i t p r o b a b l y happened w i t h i n a v e r y n a r r o w 

window, and i t was t h e i n d i v i d u a l t r a p s t h a t were 

f o r m e d b e f o r e t h e m i g r a t i o n o c c u r r e d t h a t 

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

see . 

Q. Now, t h e s m a l l f a u l t on t h e e a s t s i d e 

o f S e c t i o n 20, i f I'm r e a d i n g my map c o r r e c t l y , 

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

l i t t l e pod? 

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

Q. I t j u s t seemed t o u p s e t i t more t h a n - -

A. T h a t ' s c o r r e c t . T h a t ' s e x a c t l y r i g h t . 

Had t h e Bonds w e l l t h a t p e n e t r a t e d t h a t f a u l t n o t 

p e n e t r a t e d i t b u t had been d r i l l e d s l i g h t l y t o 

t h e w e s t , we w o u l d have n e v e r seen t h e f a u l t . 

EXAMINER STOGNER: L i k e I say, Mr. 

C a r r , I have a l o t more o t h e r q u e s t i o n s , b u t I 

want t o l e t y o u r e n g i n e e r i n g w i t n e s s go ahead and 

t e s t i f y a t t h i s t i m e . Then I can p r o b a b l y d i r e c t 

my q u e s t i o n i n g t o e i t h e r one o f them a t t h a t 

t i me . 

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , 

w e ' l l c a l l R i c h a r d G i l l . 
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RICHARD A. GIL L 

H a v i n g been f i r s t 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. Would you s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e . 

A. My name i s R i c h a r d A l a n G i l l . 

Q. Where do you r e s i d e ? 

A. I l i v e i n M i d l a n d , Texas. 

Q. By whom a r e you employed and i n what 

capac i t y ? 

A. I'm a d i v i s i o n e n g i n e e r f o r M a r a l o , 

I n c o r p o r a t e d . 

Q. Mr. G i l l , 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. No, I have n o t . 

Q. C o u l d you b r i e f l y summarize f o r Mr. 

S t o g n e r y o u r e d u c a t i o n a l b a c k g r o u n d and t h e n 

r e v i e w y o u r work e x p e r i e n c e ? 

A. I g o t a de g r e e i n p e t r o l e u m e n g i n e e r i n g 

f r o m Texas Tech U n i v e r s i t y i n December o f 1980. 

I went t o work f o r Amerada Hess 

C o r p o r a t i o n h e r e i n M i d l a n d f o r a c o u p l e o f 

y e a r s , and have been a t M a r a l o s i n c e 1983. 
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Q. Does y o u r g e o g r a p h i c a r e a o f 

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

S o u t h e a s t e r n New Mexico i n v o l v e d i n t h i s case? 

A . Yes, i t does. 

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 i n t h i s case on b e h a l f o f M a r a l o ? 

A. Yes, I am. 

Q. Have you c o n d u c t e d an e n g i n e e r i n g s t u d y 

o f t h e p r o p o s e d new p o o l ? 

A. Yes, I have. 

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , 

we w o u l d t e n d e r Mr. G i l l as an e x p e r t w i t n e s s i n 

p e t r o l e u m e n g i n e e r i n g . 

EXAMINER STOGNER: Mr. G i l l i s so 

q u a l i f i e d . 

Q. L e t ' s r e f e r t o what has been marked as 

M a r a l o E x h i b i t No. 6. I w o u l d ask you t o f i r s t 

i d e n t i f y t h i s e x h i b i t and t h e n r e v i e w i t f o r Mr. 

S t o g n e r ? 

A. E x h i b i t 6 i s some o r i g i n a l o i l i n p l a c e 

c a l c u l a t i o n s t h a t I r a n n o t o n l y on t h e f i e l d i n 

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

f i e l d s t h a t were m e n t i o n e d b e f o r e . 

As you can see on t h e f i r s t page, t h e r e 

were some c a l c u l a t i o n s done on t h e 
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C r o s s r o a d s - S o u t h F i e l d and t h e Bough F i e l d , t h e s e 

two b o t h b e i n g s e t up on 8 0 - a c r e s p a c i n g 

a l r e a d y . 

The p u r p o s e o f t h e s e were m a i n l y t o t r y 

t o d e t e r m i n e what k i n d o f r e c o v e r y f a c t o r i t 

l o o k e d l i k e t h e f i e l d s were p r o d u c i n g . R u n n i n g 

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

C r o s s r o a d s - S o u t h F i e l d had 6.8 m i l l i o n b a r r e l s i n 

p l a c e , p r o d u c e d a l i t t l e o v e r 3 m i l l i o n b a r r e l s , 

and r e c o v e r e d a b o u t 44 p e r c e n t o f t h e o i l i n 

p l a c e . 

The Bough F i e l d l o o k s l i k e i t had a b o u t 

9.8 m i l l i o n b a r r e l s i n p l a c e , r e c o v e r y was 3.7 

m i l l i o n b a r r e l s , f o r a r e c o v e r y f a c t o r o f 38-1/2 

p e r c e n t . 

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

t h a t you've u t i l i z e d i n p r e p a r i n g t h i s e x h i b i t ? 

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

p u b l i s h e d d a t a i n t h e R o s w e l l G e o l o g i c a l S o c i e t y 

Symposium, w i t h a s l i g h t a l t e r a t i o n i n t h e Bough 

F i e l d . The s t u d y t h e r e was done when t h e r e were 

o n l y two w e l l s , two a d d i t i o n a l w e l l s were 

d r i l l e d , so t h e p r o d u c t i v e a c r e a g e f o r t h i s was 

expanded a l i t t l e b i t f r o m t h e p u b l i s h e d d a t a . 

Q. L e t ' s go t o t h e n e x t e x h i b i t ? 
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A. A l l r i g h t . The n e x t page i s c a l l e d t h e 

Barnes Area F i e l d , f o r l a c k o f a b e t t e r name. 

T h a t ' s t h e w e l l we have p r o d u c i n g o u t t h e r e now 

i n t h i s p o o l . J u s t a r b i t r a r i l y u s i n g a 42 

p e r c e n t r e c o v e r y f a c t o r between what i t l o o k e d 

l i k e t h e o t h e r f i e l d s were g o i n g t o do, i t l o o k s 

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

945,000 b a r r e l s . 

Q. And i f we l o o k a t t h e d a t a you u t i l i z e d 

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

a c r e s , t h a t i s f r o m Mr. Lough's mapping? 

A. R i g h t . The i s o p a c h map t h a t was 

p r e s e n t e d , I guess E x h i b i t 4. 

Q. And t h e n t h e n e t pay t h i c k n e s s i s , 

a g a i n , f r o m h i s p o r o s i t y i s o p a c h ? 

A. R i g h t , t h e same e x h i b i t . 

Q. And t h e o t h e r f i g u r e s a r e f i g u r e s t h a t 

you have drawn f r o m t h e R o s w e l l G e o l o g i c a l 

S o c i e t y R e p o r t s on o f f s e t t i n g f i e l d s ? 

A. R i g h t . 

Q. L e t ' s go t o t h e t h i r d page o f t h i s 

e x h i b i t . 

A. A l l r i g h t . On t h e t h i r d page I t o o k 

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

we have, t h e Barnes 20 # 1 . I r a n a case where i f 
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t h e w e l l were on 4 0 - a c r e s p a c i n g , where i t w o u l d 

d r a i n 40 a c r e s , and r a n a case i f t h e w e l l were 

t o d r a i n 80 a c r e s . 

I t showed a t 40 a c r e s t h e w e l l w o u l d 

e f f e c t i v e l y d r a i n 47,000 b a r r e l s ; on 80 a c r e s i t 

w o u l d d r a i n a b o u t 122,000 b a r r e l s . 

Q. L e t ' s move f r o m t h e r e t o y o u r d e c l i n e 

c u r v e a n a l y s i s , M a r a l o E x h i b i t No. 7. I w o u l d 

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

t h i s f o r Mr. S t o g n e r . 

A. A l l r i g h t . E x h i b i t 7 i s t h e d e c l i n e 

c u r v e on t h e Barnes S t a t e 20 # 1 . A t t a c h e d t o i t 

i s my a n a l y s i s o f t h e p r o j e c t e d p r o d u c t i o n based 

on t h a t c u r v e . The w e l l d o e s n ' t have much 

p r o d u c t i o n h i s t o r y t o go by, b u t on t h e a n a l y s i s , 

u s i n g t h e c u r r e n t r a t e , 28 b a r r e l s a day, and t h e 

economic l i m i t o f ab o u t f i v e b a r r e l s a day, and a 

d e c l i n e r a t e o f 10 p e r c e n t a y e a r , i t shows t h a t 

t h e w e l l w i l l u l t i m a t e l y r e c o v e r 86,000 b a r r e l s . 

Q. So, when you compare t h i s i n f o r m a t i o n 

f r o m E x h i b i t No. 7 w i t h t h e r e c o v e r y f i g u r e s t h a t 

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

f o r t h i s w e l l shown i n E x h i b i t No. 6, what 

c o n c l u s i o n can you r e a c h ? 

A. My c o n c l u s i o n i s t h a t t h i s w e l l w i l l 
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e f f e c t i v e l y d r a i n more t h a n 40 a c r e s . I t won't 

d r a i n t o t a l l y 80 a c r e s , t h e r e a s o n b e i n g t h e 

downdip l o c a t i o n o f t h e w e l l . I t ' s n o t i n t h e 

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

Q. I f t h e s u b s e q u e n t w e l l s i n t h e f i e l d 

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

t o w h i c h t h e y ' r e p r o j e c t e d , can you make an 

e s t i m a t e f o r t h e Examiner as t o how many a c r e s 

t h e s e w e l l s w i l l be a b l e t o d r a i n ? 

A. I t h i n k t h e y ' l l e a s i l y d r a i n 80 a c r e s . 

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

8 0 - a c r e s p a c i n g i s a d o p t e d , w i l l t h i s have any 

i m p a c t on t h e a d d i t i o n a l d r i l l i n g i n t h i s a r ea? 

A. Yeah. L i k e Shane s a i d , t h e r e ' s 

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

c o u l d be d r i l l e d on t h e 8 0 - a c r e s p a c i n g . On 40 

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

l e a s e s , t h e r e w o u l d p r o b a b l y have t o be some 

w e l l s t h a t w o u l d have t o be d r i l l e d t h a t p r o b a b l y 

w o u l d n ' t be economic. 

So t h e q u e s t i o n becomes, I d o n ' t know 

w h e t h e r we w o u l d d r i l l them o r n o t . I t w o u l d 

r e a l l y depend. 

Q. I n y o u r o p i n i o n , w o u l d 8 0 - a c r e s p a c i n g 

r u l e s , a t l e a s t on a t e m p o r a r y b a s i s , be t h e most 
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e f f i c i e n t way t o d e v e l o p t h e r e s e r v o i r a t t h i s 

t i m e ? 

A. Yes, I do. 

Q. I f r u l e s a r e a d o p t e d f o r a t e m p o r a r y 

b a s i s , how l o n g w o u l d i t be u n t i l you w o u l d have 

more p r o d u c t i o n i n f o r m a t i o n on t h i s r e s e r v o i r so 

t h a t you c o u l d come back and seek t h e 

e s t a b l i s h m e n t o f permanent r u l e s ? 

A. I t h i n k we c o u l d p r o b a b l y g e t by w i t h a 

y e a r . Give us a y e a r ' s p r o d u c t i o n on t h e c u r r e n t 

w e l l , w e ' l l have t h e n e x t w e l l down h e r e i n t h e 

n e x t month o r so, and we p o s s i b l y m i g h t have a 

t h i r d w e l l d r i l l i n g by t h e n . 

Q. And d u r i n g t h a t y e a r you w o u l d be a b l e 

t o , more a c c u r a t e l y , e s t a b l i s h a d e c l i n e r a t e f o r 

t h e f i e l d ? 

A . R i g h 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 t h e e s t a b l i s h m e n t o f a new p o o l 

i n t h e D e v o n i a n on 8 0 - a c r e s p a c i n g , be i n t h e 

b e s t i n t e r e s t 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, I b e l i e v e so. 

Q. Were E x h i b i t s 6 and 7 p r e p a r e d by you? 

A. Yes, t h e y were. 
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MR. CARR: Mr. S t o g n e r , a t t h i s t i m e I 

w o u l d o f f e r M a r a l o E x h i b i t s 6 and 7. 

EXAMINER STOGNER: E x h i b i t s 6 and 7 

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

MR. CARR: And t h a t c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Mr. G i l l . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. J u s t f o r c l a r i f i c a t i o n , I'm 

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

r e q u e s t be d i s m i s s e d a t t h i s t i m e ? 

A . Yes, s i r . 

EXAMINER STOGNER: So, e s s e n t i a l l y , 

what we have l e f t o v e r now i s 8 0 - a c r e s p a c i n g and 

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

MR. CARR: Yes, s i r . 

EXAMINER STOGNER: I r e a l l y have no 

e n g i n e e r i n g q u e s t i o n s a t t h i s t i m e b u t , l i k e I 

s a i d , I s t i l l have some q u e s t i o n s . 

MR. CARR: Okay. 

EXAMINER STOGNER: I ' l l t h r o w them o u t , 

and w h i c h e v e r w i t n e s s i s more a p p r o p r i a t e t o 

answer i t , p l e a s e l e t me know. 

Your a p p l i c a t i o n r e q u e s t s a 3 3 0 - f o o t 

o f f s e t t o t h e o u t e r b o u n d a r y o f t h e s p a c i n g 
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u n i t . T h i s i s u n u s u a l f o r 8 0 - a c r e s p a c i n g i n 

t h a t n o r m a l l y we have 1 5 0 - f o o t l i m i t r a d i u s 

w i t h i n t h a t c e n t e r o f e i t h e r q u a r t e r - q u a r t e r 

s e c t i o n . Do you want t o expand on t h a t ? 

MR. LOUGH: I'm n o t s u r e , Mr. S t o g n e r , 

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

EXAMINER STOGNER: W e l l , I'm 

r e f e r e n c i n g y o u r a p p l i c a t i o n . 

MR. STOVALL: L e t me r e p h r a s e t h e 

q u e s t i o n . N o r m a l l y , when we s e t up t h e f u l l 

8 0 - a c r e s p a c i n g i n an o i l p o o l , t h e w e l l l o c a t i o n 

r e q u i r e m e n t s a r e t h a t t h e w e l l be w i t h i n 150 f e e t 

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

MR. LOUGH: Okay. 

MR. STOVALL: And he's a s k i n g why you 

want t h e l a r g e r d r i l l i n g window. 

MR. LOUGH: No, t h a t w o u l d be p e r f e c t l y 

a c c e p t a b l e t o us. We d o n ' t r e a l l y need an 

e x c e p t i o n t o t h a t . 

MR. STOVALL: That answered a l o t o f 

q u e s t i o n s . 

EXAMINER STOGNER: I t s u r e d i d . L e t ' s 

t a l k a b o u t t h e o l d w e l l back t o t h e e a s t t h e r e i n 

S e c t i o n 20, w h i c h w o u l d be a f f e c t e d , o f c o u r s e , 

by t h i s r u l i n g . What i s i t s p r e s e n t s t a t u s ? 
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C o u l d you g i v e me a l i t t l e h i s t o r y o f t h e w e l l , 

w h i c h e v e r one o f you i s more a p p r o p r i a t e ? 

MR. LOUGH: Yes. Are we t a l k i n g 

a b o u t - -

EXAMINER STOGNER: The one t h a t i s 

b e i n g d i r e c t i o n a l l y d r i l l e d . 

MR. LOUGH: That w e l l was o r i g i n a l l y 

d r i l l e d i n 1977 by Mr. Hanson, Hanson O p e r a t i n g . 

I t was d r i l l e d t o t h e De v o n i a n and was p l u g g e d . 

The w e l l was s u b s e q u e n t l y r e e n t e r e d by H i l l i a r d 

O i l & Gas i n 1979. An a t t e m p t was made t o 

s i d e t r a c k t h e w e l l by H i l l i a r d , and t h e y were 

u n s u c c e s s f u l , and t h e w e l l was p l u g g e d a second 

t ime . 

We r e c e n t l y , w i t h i n t h e l a s t two weeks, 

have s t a r t e d o p e r a t i o n s on t h a t w e l l i n an 

a t t e m p t t o s i d e t r a c k i t and k i c k i t t o t h e w e s t ; 

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

i t ' s p l u g g e d i n t h e D e v o n i a n . We a r e c u r r e n t l y 

d r i l l i n g a t a b o u t 9900 f e e t i n t h e s i d e t r a c k e d 

h o l e i n t h a t w e l l b o r e . 

EXAMINER STOGNER: When—and I'm g o i n g 

t o ask some g e n e r a l q u e s t i o n s o f M a r a l o — w h e n a 

p r o s p e c t i v e d r i l l i n g t r a c k o r o p e r a t i o n i s 

p r o p o s e d by M a r a l o , who does i t go t h r o u g h ? Does 
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i t go t h r o u g h t h e e n g i n e e r ? t h e g e o l o g i s t ? Who 

makes t h e p e r m i t and such as t h a t ? 

MR. LOUGH: T y p i c a l l y t h e g e o l o g i s t 

w o rks up t h e p r o s p e c t . I t i s r u n t h r o u g h t h e 

e n g i n e e r i n g d e p a r t m e n t f o r t h e i r i n p u t and t h e i r 

e x p e r t i s e . We have a d e p a r t m e n t i n our company 

t h a t f i l e s t h e p e r m i t s , and once t h e p e r m i t s a r e 

g i v e n , we have a d r i l l i n g d e p a r t m e n t t h a t h a n d l e 

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

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

EXAMINER STOGNER: So you w o u l d n ' t 

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

a r e e n t r y , s i d e t r a c k i n g o r d r i l l i n g a new w e l l , 

w o u l d n ' t r e a l l y be aware o f any r u l e s and 

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

r u l e s o r r e g s , i s t h a t c o r r e c t ? 

MR. LOUGH: That i s c o r r e c t . I 

w o u l d n ' t c o n s i d e r m y s e l f an e x p e r t o r e x t r e m e l y 

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

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

EXAMINER STOGNER: Who w o u l d t h a t 

p e r s o n be? 

MR. LOUGH: Would i t be D o r o t h e a ? 

MR. GILL: Yeah, D o r o t h e a , 

MR. LOUGH: D o r o t h e a Owens. 
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MR. GILL: She wor k s t h a t d e p a r t m e n t 

f o r u s . 

EXAMINER STOGNER: And you s a i d t h e 

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

p o i n t ? 

MR. LOUGH: Yes, i t i s . 

EXAMINER STOGNER: Or i s i t down? 

MR. LOUGH: No, i t ' s p r o j e c t e d t o go t o 

12,500 f e e t , and we're c u r r e n t l y a t a b o u t 9900 

f e e t . 

EXAMINER STOGNER: Has t h a t d i r e c t i o n a l 

d r i l l i n g been a u t h o r i z e d ? 

MR. LOUGH: Yes. 

EXAMINER STOGNER: Do you remember t h e 

o r d e r ? 

MR. LOUGH: I c a n ' t say t h a t I know t h e 

o r d e r , no. 

MR. CARR: Mr. S t o g n e r , we w o u l d be 

g l a d t o p r o v i d e you w i t h t h e o r d e r number. 

EXAMINER STOGNER: Okay. L i k e I s a i d , 

I c o u l d n ' t remember t h e a u t h o r i z a t i o n number on 

t h a t . 

Now, w o u l d you be aware o r w o u l d she be 

aware o f t h e 330 o f f s e t i f t h i s was spaced on 40 

a c r e s ? 
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MR. LOUGH: I t h i n k D o r o t h e a w o u l d be 

aware o f t h a t . 

EXAMINER STOGNER: But you w o u l d n o t ? 

MR. LOUGH: Not n e c e s s a r i l y , no. 

EXAMINER STOGNER: I f one v i o l a t e d t h a t 

r u l e , M a r a l o w o u l d d e f i n i t e l y f e e l t h e e f f e c t , I 

w o u l d assume? 

MR. LOUGH: Yes. 

EXAMINER STOGNER: Then I won't m e n t i o n 

a n y t h i n g a b o u t t h e w e l l i n Eddy County, t h e 

L i t t l e Bear S t a t e U n i t W e l l # 1 . 

MR. LOUGH: Yeah, t h a t ' s a n o t h e r - -

EXAMINER STOGNER: L i k e I s a i d , we 

won't m e n t i o n t h a t a t t h i s p o i n t . 

I f y o u ' l l g e t me t h e o r d e r number on 

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

MR. CARR: I w i l l . 

EXAMINER STOGNER: I s t h e r e a p r o p o s e d 

p o o l name o u t t h e r e t h a t M a r a l o has, or w o u l d you 

want us t o l e a v e t h a t up t o our d i s t r i c t 

g e o l o g i s t i n Hobbs? 

MR. LOUGH: Gi v e n t h e o p t i o n , we w o u l d 

l i k e t o p r o v i d e a s u g g e s t e d name. 

EXAMINER STOGNER: W e l l , what i s i t ? 

MR. LOUGH: Would i t be n e c e s s a r y t o do 
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t h a t c u r r e n t l y ? Would i t be more e x p e d i t i o u s t o 

do t h a t ? 

EXAMINER STOGNER: I t w o u l d be 

a p p r o p r i a t e now, y e s . 

MR. LOUGH: I t h i n k t h e recommended 

name w o u l d be H i g h l a n d F i e l d . 

EXAMINER STOGNER: H-I-G-H--

MR. LOUGH: H-I-G-H-L-A-N-D. 

EXAMINER STOGNER: Where d i d you g e t 

t h a t name? 

MR. LOUGH: J u s t came t o mind, 

b a s i c a l l y . T h e r e ' s no t o p o g r a p h i c f e a t u r e s o u t 

t h e r e t o key o f f o f , o r a n y t h i n g l i k e t h a t . 

EXAMINER STOGNER: There a r e no 

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

MR. LOUGH: W e l l , t h a t h a s n ' t been 

used. " C r o s s r o a d s " has been used q u i t e a b i t o u t 

t h e r e f o r f i e l d names, and I w o u l d k i n d o f l i k e 

t o g e t away f r o m t h a t . 

EXAMINER STOGNER: L e t ' s p u t i t t h i s 

way. Your s u g g e s t i o n has been b r o u g h t t o us and 

we w i l l a c t a p p r o p r i a t e l y . 

MR. LOUGH: Okay. 

EXAMINER STOGNER: I d o n ' t have any 

o t h e r q u e s t i o n s o f t h i s w i t n e s s or e i t h e r one o f 
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t h e s e w i t n e s s e s . 

Mr. C a r r , a n y t h i n g f u r t h e r ? 

MR. CARR: N o t h i n g f u r t h e r , Mr. 

S t ogne r . 

EXAMINER STOGNER: Does anybody e l s e 

have a n y t h i n g f u r t h e r i n t h i s m a t t e r ? 

I f n o t , Case No. 10670 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 c o n c l u d e d . ) 

i do hereby certify that the foregoing 
a complete record of the proceedings ; > 
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