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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 Examiner, 

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 case, and I have 

two w i t n e s s e s . 

EXAMINER MORROW: Any o t h e r 

a p p earances? 

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 SHAME 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 yo u r c u r r e n t p o s i t i o n w i t h 

Mara1o ? 

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 Pool? 

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 ea ? 

A. Yes. 

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

CUMBRE COURT REPORTING 
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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 Me 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 

CUMBRE COURT REPORTING 
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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 ; . 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 

spac 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 . 

CUMBRE COURT REPORTING 
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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 Dev 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 . 

CUMBRE COURT REPORTING 
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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 Devonian 

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 e 

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

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 

dev 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 

CUMBRE COURT REPORTING 
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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 Poo 1. 

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 

CUMBRE COURT REPORTING 
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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 Poo 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 Dev 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 Poo 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 area? 

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 te 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 ea? 
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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 

y ou ? 

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 

adm i 11 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 oduced? 

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, l a m . 

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 South 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 under 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 o u r 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 1s. 

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 rec 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 you, 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 

reco 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 

admi 11ed. 

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 o r 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 

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 our 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, an 

t h 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 ' 

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 wet. 

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 

Devo 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 ere'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 degree 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 

you, Mr. G i l l . 

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

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

EXAMINER MORROW: Case 10970 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 . ) 

•-'"Pieie record of th*> -a~"<y 
in 
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