
STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 
OIL CONSERVATION DIVISION 

BRUCE KING POST OFFICE BOX 2088 
STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 87504 
(5051 827-5800 

GOVERNOR 

ANITA L O C K W O O D 
CABINET SECRETARY 

August 19, 1993 

HINKLE, COX, EATON, 
COFFIELD & HENSLEY 

Attorneys at Law 
P. O. Box 2068 
Santa Fe, New Mexico 87501 

RE: CASE NO. 10731 
ORDER NO. R-9940 

Dear Sir: 

Enclosed herewith are two copies of the above-referenced Division order recently entered in the 
subject case. 

Sincerely, 

Sally E^Leichtle 
Administrative Secretary 

cc: BLM - Carlsbad 
Tom Kellahin 
Ernest Carroll 
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M A R Y L Y N N B O G L E 

J u l y 9, 1993 

VIA FACSIMILE AND FIRST CLASS MAIL 

Mr. David Catanach 
Hearing Examiner 
New Mexico O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Santa Fe, New Mexico 87504 

Re: I n the matter of the A p p l i c a t i o n of Nearburg 
Producing Company f o r an Unorthodox O i l Well 
Locat i o n , Eddy County, New Mexico; Case No. 
10,731 

Dear Mr. Catanach: 

I am s u b m i t t i n g h e r e w i t h on behalf of Yates Petroleum Corporation 
a proposed Order f o r your c o n s i d e r a t i o n i n the above-referenced 
matter. 

I f you have any guestions or i f I can provide you w i t h anything 
f u r t h e r , please advise. 

Yours t r u l y , 

LOSEE, CARSON, HAAS & CARROLL, P.A. 

ELC:kth 
Encl. 

xc w/encl: Kathy Po r t e r 
James G. Bruce, Esq. 
Tom K e l l a h i n , Esq. 
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Transmittal Memo 

M '2*993 
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T E L E F A X ( 5 0 5 I 9 8 2 - 2 0 4 7 

DATE: 

TO: 

RE: 

July 12, 1993 

David R. Catanacch 
Oil Conservation Division 
310 Santa Fe Trail 
Santa Fe, New Mexico 87503 

NMOCD Case No. 10731 
Order No. R-
Application of Nearburg Producing 
Company for an Unorthodox Oil Well 
Location, Eddy County, New Mexico 

The following documents are enclosed: 

Conoco's Proposed Order of the Division. 

PLEASE: 

x For your information and review. 

Sincerely 

W. Thomas Kellariin 

cc: James Bruce Esq. 
Ernest Carroll Esq. 
Jerry Hoover 

WTK/mg 
Enclosure 
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David Catanach 
O i l Conservation D i v i s i o n 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexico 87503 

Re: Case No, 10,731, A p p l i c a t i o n of Nearburg Producing 
Company f o r an Unorthodox Well Location, Eddy 
County, New Mexico. 

Dear Mr. Catanach: 

Nearburg Producing Company hereby requests t h a t the above case 
be dismissed. Nearburg's acreage i s being drained, and due t o r i g 
a v a i l a b i l i t y problems, Nearburg has decided t o move the w e l l t o an 
orthodox l o c a t i o n 660 f e e t FNL and 1,980 f e e t FWL of Section 31 -
19 South - 25 East. 

c: W. Thomas Ke11ahin, Esq, 
Ernest L. C a r r o l l , Esq. 

VIA HAND DELIVERY 

Very t r u l y yours, 

HINKLE, COX, EATON, COFFIELD 
/^/HENSfcE^ 

( / 

J.ames Bruce 
/ 
/ 
/ 

JGB5\93E70.c 
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are hereby neTjf 'ed that any dissemination, d i s t r i bu t i on or copying of th is connunication is in error. H you 
have reeeiveo • facsimile in error , piesse i iwwdistely n o t i f y us by co l lec t telephone ca l l and return the 
or ig ina l messa,? to us at tho above address via the U. S. Postal Service. 

I N - 1 1 - q x F P T 1 4 - 7 7 



JUN-11-1993 14:39 FROM LOSEE 8, CPRSON TO 18275741 P.02/04 

LAW OFftCES 

L O S E E , C A R S O N , HAAS &. C A R R O L L . R A. 
e f t r JSST L. CARROLL 3 0 0 VATES P E T R O L E U M BUtUOING T E L E P H O N E 

J O E L M- CAR$ON p. o . D R A W E R 2 3 S (SOS) 7 4 6 - 3 5 0 5 

J A M E S £. HAAS A R T E S I A , N E W M E X I C O S S 2 I I - 0 2 3 9 TCLCCOPV 

A. J , LOSES ^sos) ?*e-« io 

DEAN B , C R O S S 

MARV LVNN OOGLE 

June 11, 1993 

VIA FACSIMILE AND FIRf* CLASS MAIL 

Mr. William J. LeMay, Director 
New Mexico O i l conservation Division 
p. 0. Box 2088 
Santa Fe, New Mexico 87501 

Re: I n the Matter of the Application of Nearburg 
Producing Company for an Unorthodox Gas Well 
Location, Eddy County, New Mexico; Case No. 
10731 

Dear Mr. LeMay: 

Enclosed please f i n d f o r f i l i n g i n the above-referenced case the 
Prehearing Statement of Yates Petroleum Corporation. 

Very t r u l y yours, 

LOSEE, CARSON, HAAS & CARROLL, P.A. 

Ernest L. C a r r o l l 

ELCtkth 
Enclosures 

xc w/encl: Mr. James G. Bruce 
Mr. Tom Kellahin 
Ms. Kathy Porter, Yates Petroleum Corporation 
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BEFORE THE OIL CONSERVATION DIVISION 

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

I N THE MATTER OF THE APPLICATION 
OF NEARBURG PRODUCING COMPANY 
FOR AN UNORTHODOX GAS WELL LOCATION, 
EDDY COUNTY/ NEW MEXICO CASE NO. 10731 

PRE-HEARING STATEMENT 

This prehearing statement i s submitted by YATES PETROLEUM 
CORPORATION, as required by the O i l Conservation Division. 

APPEARANCES OF PARTIES 

ATTORNEY APPLICANT 

Nearburg Producing Company 

OPPOSITION OR OTHER PARTY 

Yates Petroleum Corporation 

Conoco, Inc. 

Jim Bruce, 
Hinkle, cox, Eaton, C o f f i e l d 
& Hensley 

P. O. Box 2068 
Santa Fe, NM 87504-2068 
(505)982-4554 

ATTORNEY 

Ernest L. C a r r o l l 
Losee, Carson, Haas 
& C a r r o l l , P.A. 

P. O. Drawer 239 
Artesia, NM 88211-0239 
(505)746-3505 

W. Thomas Kellahin 
Kellahin & Kellahin 
P. O. Box 2265 
Santa Fe, NM 87504-2265 

STATEMENT OF CASE 

Applicant has requested approval t o d r i l l i t s Dagger Draw 31 
Federal Well No. 5 i n the North Dagger Draw-Upper Pennsylvanian 
Pool, at an unorthodox we l l location 330' FNL and 2460' FWL of 
Section 31, Township 19 South, Range 25 East, N.M.P.M., Eddy 
County, New Mexico, with the NW/4 of Section 31 to be dedicated 
to the w e l l . 

OPPOSITION OR OTHER PARTY 

Yates Petroleum Corporation objects t o the application. 

IN- I 1 - 33 FRI 



JUN-11- >993 14=40 FROM LOSEE CARSON TC 1S275741 P.04/04 

PROPOSED EVIDENCE 

YATES PETROLEUM CORPORATION 

WITNESSES 
(Name and expertise) 

Kathy Porter, Landman 

D'Nese Fly, Geologist 

David Boneau, Engineer 

EST. TIME 

15 min. 

15 min. 

30 min. 

EXHIBITS 

2 

2 

3 

Respectfully submitted, 

LOSEE, CARSON, HAAS & CARROLL, P.A. 

By: 
Ernest L. Ca r r o l l 
P. o. Drawer 239 
Artesia, New Mexico 88211-0239 
(505)746-3505 

Attorneys f o r Yates Petroleum Corp, 

I hereby c e r t i f y t h a t I caused t o be 
mailed a true and correct copy of the 
foregoing t o a l l counsel of record 
t h i s June 11, 1993. 

irnest L. C a r r o l l 

J N - l l - 9 3 FRI 14:3 9 1 c\ Cl S 7 J CC. T 1 £ TOTAL P.04 
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W. Thomas Kellahin, Esq. 
Kellahin & Kellahin 
Post Office Box 22 65 
Santa Fe, New Mexico 87504-2265 

Re: Nearburg/Conoco 

Dear Tom: 

Pursuant to my telephone call this morning, Nearburg requests 
copies of Conoco's exhibits. We need them today. in my 
discussions with the OCD, I was informed that the exhibits exchange 
would be mutual, and Nearburg has already turned over their 
exhibits. 

Very truly yours, 

HINKLE, COX, EATON, COFFIELD 

JB:frs 
c: Robert Shelton 

(Via Facsimile Transmission) 
Robert 6. Stovall, Esq. 
(Via Facsimile Transmission) 

VIA FACSIMILE TRANSMISSION 

JGB5\93A86.c 
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HINKLE. COX, EATON, COFFIELD & HENSLEY 

Attorneys at Law 

218 Montezuma 

Post Office Box 2068 

Santa Fe, New Mexico 87504-2066 

(605) 982-4554 

FAX: (505) 982-8823 

FAX COVER SHEET 

PLEASE DELIVER THE FOLLOWING PAG^) TO: 

NAME: . . . 

iSE DELIVER THE FOLLOWING PAGtfS) TO: 

COMPANY & LOCATION^ ^ r^L ^ 

CITY/STATE: ,/AJJU&3 ' i t f / T t t ^ 
/<? 1 *7 *r o r / / ' o ±r 

TOTAL NOMBER OF PAGES INCLUDING COVER SHEET. 

DATE: ̂ n L M A J / S , f 7 f i ~ * TIME: 

IF YOU Do NOT RECEIVE ALL THE PAGES, PLEASE CALL US BACK AS SOON AS POSSIBLE AT: 

CLIENT/MATTER #: 

TELECOMMUNICATOR: 

NOTES: 

(505) 982^554 

CONFIDENTIALITY NOTICE 

This facsimile transmission and any accompanying documents contain information belonging to the sender which 
may be confidential and legally privileged. This information is intended only for the use of the individual or 
entity to whom this facsimile transmission was sent as indicated above. If you are not the intended recipient, 
any disclosure, copying, distribution, or action taken in reliance on the contents of the information contained in 
this facsimile transmission is strictly prohibited. If you have received this transmission in error, please call us 
collect to arrange for the return of the documents to us at our expense. Thank you. 

.TIIN - 1 T I I F H •?. '.7.7. 
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Robert G. S t o v a l l , Esq. 
O i l Conservation D i v i s i o n 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexico 87503 

Re: Case No. 10.731 

Dear Mr. S t o v a l l : 

t o 
Enclosed i s a copy of a l e t t e r from Nearburg Producing Company 

Conoco I n c . , d e l i v e r i n g copies of Nearburg's hearing e x h i b i t s . 

Very t r u l y yours, 

HINKLE, COX, EATON, COFFIELD 
HENSLEY 

JB: f r s 
Enclosure 

VIA HAND DELIVERY 

JGB5\93A83.c 
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Nearburg Producing Company 

Exploration and Production 
1 Pel/oleum Center. Bldg. 8. Suite 100 
3300 North "A" Street 

Midland. Texss 79705 
915/B8&S235 
Fax 975/686-7306 

Mr. Jerry Hoover 
Conoco, Inc. 
10 Desta Drive 
West Suite 100 
Midland, Texas 79705 

Dear Jerry: 

Pursuant to our attorney' s instructions of this date, we understand that the 
Commission has ruled that Conoco and Nearburg must exchange exhibits prior to 
Nearburg' s June 17, 1993 unorthodox hearing with regard to the captioned welL 

Enclosed with this letter please find all of Nearburg' s geologic, engineering 
and land exhibits prepared to date with regard to said hearing. 

Please call me as soon as you receive these exhibits so a set of Conoco' s 
exhibits can be delivered to Nearburg. 

Thank you for your cooperation. 

June 14, 1993 

Re: Exhibits to Dagger Draw 
Federal #5 Hearing 
Dagger Draw South Prospect 

Yours very truly, 

Bob Shelton 
Consulting Landman 

&Ob\conoco- I t r . 
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Nearburg Producing Company 

Exploration and Production 
7 Petroleum Center. Bldg. S. Suite 100 
3300 North "A" Stmet 
Midland. Texas 79705 
3T5/666-8235 
fax 915/686-7306 

DAGGER DRAW FEDERAL #5 UNORTHODOX LOCATION 

Received this date the OCD Hearing Exhibits for the Dagger Draw Federal #5 
Unorthodox Location. 

OCD HEARING EXHIBITS 

its: l ^ q p r 
Date: I ̂ -^3 
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Mr. David R. Catanach 
Hearing Examiner 
O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Santa Fe, New Mexico 87504 

Robert G. S t o v a l l , Esq. 
O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Santa Fe, New Mexico 87504 

Re: MOTION FOR CONTINUANCE 
NMOCD Case 10731 
A p p l i c a t i o n o f Nearburg Producing Company 
f o r an Unorthodox Well Location 
Eddy County, New Mexico 

Gentlemen: 

On behalf o f Conoco Inc, I hereby request t h a t the 
e v i d e n t i a r y p o r t i o n of the referenced case be continued 
from the June 17, 1993 Examiner's Hearing Docket f o r the 
f o l l o w i n g reasons: 

(1) On May 7, 1993, I d e l i v e r e d a w r i t t e n request 
f o r document p r o d u c t i o n t o W i l l i a m F. Carr, a t t o r n e y f o r 
Nearburg Producing Company; 

(2) On May 25, 1993, I d e l i v e r e d another w r i t t e n 
request f o r document produ c t i o n t o James Bruce, the 
cu r r e n t a t t o r n e y f o r Nearburg Producing Company. 

(3) By l e t t e r dated June 2, 1993, Mr. Bruce refused 
t o produce the g e o l o g i c a l or engineering i n t e r p r e t a t i o n s 
or opinions of Nearburg's expert witnesses. 



Conoco I n c . 
Motion f o r Continuance 
NMOCD Case 10731 
Page 2. 

(4) On June 4, 1993, I served on Mr. Bruce a 
D i v i s i o n issued subpoena r e q u i r i n g Nearburg Producing 
Company t o produce the documents a t t h e Examiner's 
Hearing set f o r June 17, 1993. 

(5) Without the production o f the requested 
documents, Conoco cannot adequately prepare i t s case. 

THEREFORE, i n order t o have time t o adequately 
prepare i t s o p p o s i t i o n , Conoco Inc requests t h a t the 
e v i d e n t i a r y p o r t i o n of t h i s case be continued and heard 
by the D i v i s i o n Examiner at a hearing s e t not soon than 
t e n days a f t e r Nearburg Producing Company produces t o 
Conoco In c . the subpoenaed documents. 

cc: J e r r y Hoover (Conoco-Midland) 
cc: James Bruce, Esq.( Nearburg Producing Company) 
cc: Ernest C a r r o l l , Esq. (Yates Petroleum Corporation) 
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May 7, 1993 

W i l l i a m F. Carr, Esq. 

HAND DELIVERED 

Campbell, Carr, Berg & Sheridan 
Attorneys a t Law 
110 North Guadalupe 
Santa Fe, New Mexico 87501 

Re: REQUEST FOR DOCUMENT PRODUCTION: 

A p p l i c a t i o n o f Nearburg Producing Company f o r 
Approval o f an Unorthodox L o c a t i o n f o r i t s Dagger 
Draw 31 Federal Well No 5, l o c a t e d 660 f e e t FNL and 
2310 f e e t FWL ( U n i t C) Section 31, T19S, R25E, NMPM, 
Eddy County, New Mexico 

Dear Mr. Carr: 

I am appearing on behalf o f Conoco I n c . i n 
op p o s i t i o n t o the referenced Nearburg case which I 
understand you have placed on the NMOCD docket set f o r 
hearing on May 20, 1993. 

On behalf of Conoco Inc . , and i n l i e u of a D i v i s i o n 
Subpoena, we hereby request t h a t cn or before noon, 
Thursday, May 13, 1993, Nearburg Producing Company 
d e l i v e r t o me a t my o f f i c e the f o l l o w i n g documents: 

(1) Any and a l l documents i n c l u d i n g but not l i m i t e d 
t o p l a t s , maps and surveys i n v o l v i n g any surface use 
l i m i t a t i o n s , easements, u t i l i t y l i n e s , p i p e l i n e s , s urface 
improvements, r e s t r i c t i o n s , s t i p u l a t i o n s or a r c h e o l o g i c a l 
surveys which show and/or describe the e x t e n t o f the 
topo g r a p h i c a l c o n d i t i o n s i n Section 31, T19S, R25E; 

EXHIBIT NO. 



William F. Carr, Esq. 
May 7, 1993 
Page 2. 

(2) Anv documents being used by the applicant as the 
basis f o r the requested unorthodox well l o c a t i o n ; 

(3) Any petroleum engineering data being used by the 
applicant t o j u s t i f y i t s l o c a t i o n ; 

(4) Any geologic data including geologic maps, 
structure maps, isopachs, cross-sections, and/or logs 
being used by the applicant to j u s t i f y i t s l o c a t i o n 

(5) Copies of any and a l l exhibits which the 
applicant may or could use as hearing exhibits i n t h i s 
case. 

cc: Jerry Hoover (Conoco-Midland) / 
/ 
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Via Hand Deiiverv 

W. Thomas Kellahin 
117 North Guadalupe 
Santa Fe, New Mexico 

Re: Nearburg/Conoco 

Dear Tom: 

Enclosed are documents regarding Nearburg's proposed w e l l 
l o c a t i o n , produced pursuant t o your May 7, 1993 l e t t e r request. The 
documents requested by paragraph (1) of your l e t t e r are produced i n 
f u l l . As t o paragraphs (2), (3), and (4) of your l e t t e r , the raw 
engineering/geological data i s being turned over. The documents 
pert a i n not only to the proposed l o c a t i o n , but to wells w i t h i n a 
mile or so of the proposed w e l l . Pursuant t o the r u l i n g of the 
Commission i n Case No. 10211 (Santa Fe/Hanley), Nearburg i s not 
turn i n g over geologic int e r p r e t a t i o n s such as isopachs or cross-
sections, or engineering i n t e r p r e t a t i o n s such as reservoir or 
economic studies. F i n a l l y , regarding paragraph (5) of your l e t t e r , 
Nearburg has not f i n a l i z e d i t s e x h i b i t s , and furthermore does not 
believe i t i s required t o t u r n them over before the hearing. I am 
w i l l i n g t o explore with you the p o s s i b i l i t y of exchanging ex h i b i t s 
with Conoco a day or two before the hearing. 

Please c a l l me i f you have any questions. 

Very t r u l y yours, 



020693.002 

HINKLE, COX, EATON, 
COFFIELD & HENSLEY 

H I N K L E , C O X , E A T O N , C O F F I E L D & H E N S L E Y 
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BEFORE THE U l L CONSERVATION DIVISION RECE/VED 

JAN ; 

IN THE MATTER OF THE APPLICATION OF ,. OIL CONSERVATION DIVISION 
SANTA FE ENERGY OPERATING PARTNERS, L.P. * 
FOR COMPULSORY POOLING, LEA COUNTY, £ 
NEW MEXICO. CASE NO. 10211 

SUBPOENA DUCES TECUM 

TO: Santa Fe Energy Operating Partners, L.P, 
c/o James Bruce, Esq. 
Hinkle, Cox, Eaton, Coffield & Hensley 
500 Marquette, N.W. 
Albuquerque, New Mexico 87102 

Pursuant to the power vested i n this Division, you 

are commanded to produce at 8:15 A.M., January 10, 

1991, to the offices of the Oil Conservation Division, 

State Land Office Building, 310 Old Santa Fe T r a i l , 

Santa Fe, New Mexico 87501 and make available for 

copying, a l l the following documents under the 

possession or control of Santa Fe Energy Operating 

Partners, L . P . : I P 
• EXHIBIT NO. v - ^ 

For the following well: 

Kachina "8" Federal Well No. 1 located in 

NE/4NW/4, Section 8, Township 18 South, Range 33 East, 

Lea County, New Mexico. 

Produce the following data: 

1. Any and a l l pressure data, including but not 
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limited to bottom hole pressure surveys; 

2. Mechanical logs and mud logs, i f any; 

3. Any and a l l Gas Oil Ratio Tests; 

4. Any and a l l specific gravity information on 

the liquids; 

5. Any and a l l production information; 

fi) Any and a l l reserve calculations, including 

but not limited to volumetric calculations of 

reserves, including recoverable reserves; 

7j) Any and a l l reservoir studies; 

8̂ ) Any and a l l economic studies including but 

not limited to estimates of payout and rates 

of return; and 

Complete daily d r i l l i n g and completion 

reports from inception to the latest 

available data for each well. 

Geologic interpretations by which you j u s t i f y 

the well and evaluate i t s r i s k . 

INSTRUCTIONS 

This Subpoena Duces Tecum seeks a l l information 

available to you or in your possession, custody or 

control from any source, wherever situated, including 

but not limited to information from any f i l e s , records, 
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documents, employees, former employees, counsel and 

former counsel. I t i s directed to each person to whom 

such information i s a matter of personal knowledge. 

When use herein, "you" or "your" refers to the 

person or entity to whom this Subpoena Duces Tecum i s 

addressed to include a l l of his or i t s attorneys, 

officers, agent, employees, directors, representatives, 

o f f i c i a l s , departments, divisions, subdivisions, 

subsidiaries, or predecessors. 

NEW MEXICO OIL CONSERVATION 
DIVISION 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION COMMISSION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION OF NEW MEXICO FOR 
THE PURPOSE OF CONSIDERING: 

Case 10211 

APPLICATION OF SANTA FE ENERGY OPERATING 
PARTNERS, L . P . , FOR COMPULSORY POOLING, 
LEA COUNTY, NEW MEXICO, BEING HEARD BY THE 
COMMISSION AS AN INTERLOCUTORY APPEAL FROM AN 
ORDER OF THE EXAMINER SUSTAINING CERTAIN PORTIONS 
OF A SUBPOENA DUCES TECUM. 

RULING OF THE COMMISSION 

BY THE COMMISSION: 

This matter came before the Oil Conservation Commission of New 
Mexico hereinaf ter r e fe r red to as the "Commission 1 1 at 9:00 a.m. on 
January 17, 1991, at Santa Fe, New Mexico. 

NOW, on this 1 5 t h day of February , 1991, the Commission, a 
quorum being present, having considered the argument of counsel and 
being f u l l y advised i n the premises, 

FINDS T H A T : 

(1) The Commission has ju r i sd ic t ion of this cause and the subject 
matter thereof, and no additional notice is requi red f o r this 
in te r locu tory- type hear ing. 

(2) Santa Fe Energy Operating Par tners , L . P . ("Santa Fe") f i l ed 
an application wi th the Division seeking to compulsory pool mineral 
interests , inc lud ing those of Hanley Petroleum, I n c . , i n the W/2 NW/4 of 
Section 8, Township 18 South, Range 3 East, NMPM, Lea County , New 
Mexico; said prorat ion uni t to be dedicated to the Kachina "8" Federal 
No. 2 to be dr i l led at an orthodox location in a separate p rora t ion u n i t . 

(3) On January 3, 1991, at the request of Hanley Petroleum, Inc . 
and pursuant to Division Rule 1211, the Director signed a Subpoena 
(attached hereto as Exhibi t A ) d i rec t ing Santa Fe to produce certain 
documents, as ident i f ied i n the separate paragraphs, re la t ing to 
information on the Kachina "8" Federal Well No. 1, a t i gh t hole, located i n 
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the NE/4 NW/4 of Section 8, Township 18 South, Range 33 East, NMPM, 
Lea County, New Mexico. 

(4) On January 9, 1991, Santa Fe Energy Operat ing Par tners , 
L . P . f i l ed a motion to quash the aforementioned Subpoena. 

(5) On January 10, 1991, the Examiner heard argument of Counsel 
on the Motion to Quash the Subpoena in Case No. 10211 and ru led ora l ly 
that Hanley was not enti t led to receive those items requested i n the 
Subpoena which were the result of Santa Fe's in terpre ta t ion of data or 
information which was available f rom other sources, inc lud ing Oil 
Conservation Division records. The Examiner therefore quashed the 
request f o r item no. G reserve calculations, item no. 7 reservoir studies, 
item no. 8 economic studies, and item no. 10 geologic in te rpre ta t ions . 
The Examiner f u r t h e r ruled that Hanley was ent i t led to receive and the 
Subpoena should stand wi th respect to requests f o r raw data which 
include item 1 pressure data, item 2 mechanical and mud logs, item 3 gas-
oil ratio tests, item 4 specific g r av i t y in format ion , item 5 product ion 
informat ion, and item 9 daily d r i l l i n g and completion repor t s , as those 
items relate to the Kachina "8" Federal Well No. 1. The Examiner f u r t h e r 
ordered that these items be produced and made available to Hanley under 
an order of conf ident ia l i ty and that Hanley be prohib i ted f r o m disclosing 
this information to any other person. 

(6) On January 14, 1991, Santa Fe requested f rom the Div i s ion , 
that the Commission consider an appeal of the Examiner's decision, 
reverse the Examiner and quash the Subpoena in to to . A l l part ies 
involved concurred wi th the request f o r an appeal to the Commission to 
consider the matter. 

(7) There are no exp i r ing leases i n Section 8 r e q u i r i n g a well to 
be dr i l l ed expedit iously. 

(8) The Division recognizes that i t has been i n d u s t r y practice to 
honor and to hold confidential information which a p a r t y has acquired b y 
d r i l l i n g a well and to allow that p a r t y spending the i r money to acquire 
that information the oppor tun i ty to use i t f o r thei r competitive advantage. 

(9) Rule 1212 of the Rules and Regulations of the Oil Conservation 
Division states that the rules of evidence normally applicable in court 
proceedings can be relaxed where the ends of justice can be bet ter 
served, and the Commission has implemented this concept b y l imi t ing the 
discovery pr inc ipa l i n i ts application to v e r y expl ic i t areas i n v o l v i n g 
waste and correlative r i g h t s . 

(10) Santa Fe argues that because i t has o f f e red to make the 
information requested available to Hanley i f Hanley wi l l commit beforehand 
to either farm-out or to join i n the d r i l l i n g of the wel l , that i t should not 
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be required to disclose the information prior to Hanley making that 
commitment. ; 

(11) Hanley was unwilling to commit its interest to the well in any 
manner without receiving the information from Santa Fe and Santa Fe 
therefore fi led this forced pooling application pursuant to the Oil &. Gas 
Act asking the Division to use the police powers of the State to force a 
private property interest to be committed to this dr i l l ing venture. As a 
result, Hanley is forced to decide between accepting Santa Fe's farm-out 
offer, joining in the dri l l ing of the well by paying its proportionate share 
of costs in advance or being force pooled and allowing Santa Fe to 
recover out of production Hanley's proportionate share of dr i l l ing and 
completing and equipping the well, plus a risk penalty established by the 
Division, without having access to information about a direct offset well 
operated by Santa Fe which information is now available only to Santa Fe. 

(12) When a party asks the Division to use the police power of the 
State to impose a burden upon a private property interest, minimum due 
process requires a departure from usual industry practice with respect to 
the disclosure of the information, and Hanley should be allowed access to 
the raw data information from the offsett ing Kachina "8" Federal No. 1 
well which is not otherwise available from public sources, but i t should 
not be allowed to compel Santa Fe to produce Santa Fe's interpretations of 
this data, whether or not those interpretations are based on information 
from just this well or from all of the available information. 

(13) Rule 1105 of the Rules and Regulations of the Oil 
Conservation Division requires the f i l i ng of Form C-105 which includes all 
special tests conducted on the well (item 1, 3, 4, and 5 of the 
Subpoena), one copy of all electrical and radio-activity logs run on the 
well (part of item 2 of the Subpoena), which information becomes of 
public record immediately, or i f so requested by the operator of the well, 
after being held confidential for 90 days. Daily dr i l l ing and completion 
reports (item 9 of the Subpoena) could be public record i f they contain 
testing information. Rule 1105 fur ther provides that the data may be 
introduced in public hearing regardless of the request that it be held 
confidential. 

(14) Santa Fe could keep all information on the Kachina "8" 
Federal No. 1 well confidential for 90 days from completion if i t dismisses 
the pending application and does not seek to involve the police powers of 
the State to force pool Hanley. 

(15) In order to comply with minimum due process requirements 
implicated by State action and to protect the correlative rights of Hanley, 
Santa Fe should be required to provide sufficient information for Hanley 
to make an informed decision as to which of the alternatives set for th 
above i t elects to follow by having access to data which normally 
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accompanies Form C-105 but none of the interpretative information from 
the Kachina "8" Federal No. 1 well which is in the possession of Santa Fe 
and not normally a part of the public record. The information should be. 
disclosed only to Hanley and subject to prohibition against Hanley 
revealing that information to any other person, provided however, that 
such data may be introduced at the hearing and become part of the public 
hearing record. 

(16) The disclosure of information required by this order should 
only be available to parties to a case where property rights are 
immediately and directly affected by the imposition of police power on 
those rights. 

IT IS THEREFORE ORDERED THAT: 

(1) The order of the Examiner quashing the Subpoena with respect 
to items 6 , 7 , 8 and 10 is hereby upheld and the Subpoena is hereby 
quashed with respect to those items. 

(2) The order of the Examiner holding the Subpoena and requiring 
the documents identified in paragraph (1 ) , (3) , (4) and (5) is upheld in 
its entirety. 

(3) The order of the Examiner requiring the production with 
respect to items no. 2 and no. 9 is modified and Santa Fe must produce 
these documents requested in those paragraphs as follows: 

(a) mechanical logs (all electrical and radio­
activity logs); and 

(b) any testing information contained in daily dri l l ing 
and completion reports from inception to the latest 
available data. 

(4) Santa Fe is hereby directed and required to produce to the 
Division within ten days from the date of this order for the use of Hanley 
Petroleum those documents identified in ordering paragraphs (2) and (3) . 

(5) This production and discovery shall be for the exclusive use 
of Hanley Petroleum, Inc. and Hanley shall not reveal any information 
produced in accordance with this order to any other person for any 
reason so long as such information is confidential pursuant to the Rules 
and Regulations of the Division. 
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(6) Done at Santa Fe, New Mexico, on the day and year 
hereinabove designated. 

STATE OF NEW MEXICO 

OIL CONSERVATION COMMISSION 

JAMI BAILEY, Member 

WILLIAM W. WEISS, Member 

S E A L 

dr/ 

^ 3 
WILLIAM J. LEMAY Chairman 

\ 
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Santa .Fe, New Mexico 87503 

VIA HAND DELIVERY 

Robert G. S t o v a l l , Esq. 
O i l Conservation D i v i s i o n 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexico 87503 

VIA HAND DELIVERY 

Re: Case No. 10,731, The A p p l i c a t i o n of Nearburg 
Producing Company f o r an Unorthodox Well 
Location, Eddy County, New Mexico. 

Gentlemen: 

This l e t t e r c o n s t i t u t e s Nearburg's (1) Motion t o Quash 
Subpoena, and (2) Response i n Opposition t o Conoco's Motion f o r 
Continuance. 

I . BACKGROUND. 

On May 7, 1993 Mr. K e l l a h i n , on behalf o f Conoco, 
d e l i v e r e d t o Mr. Carr, Nearburg's a t t o r n e y , a l e t t e r request f o r 
document p r o d u c t i o n . A copy of the l e t t e r i s attached hereto as 
E x h i b i t A. This l e t t e r was d e l i v e r e d t o Nearburg by the 
undersigned i n mid-May. Nearburg c o l l e c t e d s u b s t a n t i a l amounts of 
data, and by l e t t e r dated June 2, 1993 (copy attached hereto as 

1Due to scheduling c o n f l i c t s Mr. Carr had to withdraw from representing 
Nearburg. 

JGB5\93A06.c 
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E x h i b i t B) , Nearburg turned over (1) a l l data requested i n 
paragraph (1) of Mr. K e l l a h i n ' s l e t t e r , and (2) a l l raw data ( l o g s , 
e t c . ) requested by paragraphs (2) - (4) of Mr. K e l l a h i n ' s l e t t e r . 
Nearburg refused t o t u r n over i t s geologic or engineering 
i n t e r p r e t a t i o n s (isopachs, economic s t u d i e s , e t c . ) , and also 
refused t o t u r n over i t s hearing e x h i b i t s (which have not y e t been 
f i n a l i z e d ) . The data turned over by Nearburg i n c l u d e d data not 
only from i t s proposed w e l l u n i t , but data i n i t s f i l e s f o r an area 
w i t h i n approximately a mil e of i t s proposed w e l l . Nearburg refused 
t o t u r n over the above data based upon g u i d e l i n e s developed by the 
D i v i s i o n and the Commission i n Case Nos. 10,211 and 10,219. 

I I . MOTION TO QUASH SUBPOENA. 

Nearburg hereby moves the D i v i s i o n t o quash paragraphs I (2) -
I (9) and I I (1) - I I (4) of Conoco's subpoena i n s o f a r as i t 
requests reserve c a l c u l a t i o n s , r e s e r v o i r s t u d i e s , economic s t u d i e s , 
isopachs, s t r u c t u r e maps, hearing e x h i b i t s and other geologic or 
engineering i n t e r p r e t a t i o n s prepared by Nearburg. I n support 
t h e r e o f , Nearburg s t a t e s t h a t such documents are o u t s i d e the scope 
of documents which may be subpoenaed under D i v i s i o n and Commission 
g u i d e l i n e s . 

The D i v i s i o n ' s subpoena g u i d e l i n e s i n cases of t h i s nature 
were o u t l i n e d i n Case No. 10,211 ( A p p l i c a t i o n of Santa Fe Energy 
Operating Partners, L.P. f o r compulsory po o l i n g ) and Case No. 
10,219 ( A p p l i c a t i o n of Hanley Petroleum, I n c . f o r compulsory 
p o o l i n g ) . I n Case No. 10,211, Santa Fe a p p l i e d t o pool an 80 acre 
u n i t f o r a Wolfcamp w e l l . I n Case No. 10,219, Hanley f i l e d a 
c o u n t e r - a p p l i c a t i o n t o pool the same 8 0 acre u n i t , and requested 
approval of a w e l l l o c a t i o n d i f f e r e n t than t h a t of Santa Fe's 
proposed w e l l . Thus, th e r e were two main issues i n t h i s case: (1) 
w e l l operator; and (2) w e l l l o c a t i o n . 

Hanley subpoenaed data from two of Santa Fe's o f f s e t t i n g 
w e l l s , pursuant t o the subpoena attached hereto as E x h i b i t C. 
Santa Fe moved t o quash Hanley's subpoena. The D i v i s i o n ordered 
a l l raw data described i n paragraphs 1-5 and 9 of the subpoena t o 
be produced. However, the D i v i s i o n refused t o order p r o d u c t i o n of 
Santa Fe's engineering and geologic i n t e r p r e t a t i o n s and 

The original subpoena pertained only to one well. During the course of 
these cases Santa Fe completed another w e l l , and data from t h a t w e l l was also 
requested by Hanley. 

HINKLE, Cox, EATON, COFFIELD & HENSLEY 
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calculations. Upon appeal, the Commission upheld the Division's 
decision, although i t was modified s l i g h t l y . See Exhibit D 
attached hereto. 

The Santa Fe/Hanley case i s l i k e Nearburg's present case 
because the main issue i n each case i s well location. Therefore, 
based on the foregoing, Nearburg i s under no requirement t o produce 
t o Conoco i t s geologic and engineering calculations and 
in t e r p r e t a t i o n s , including hearing e x h i b i t s , and Nearburg requests 
that the subpoena be quashed. 

Nearburg also objects to producing the data requested by 
Conoco f o r the following reason: Recently Conoco contacted Nearburg 
regarding purchasing Nearburg's Dagger Draw i n t e r e s t s . Although 
Nearburg was non-committal, i t did inform Conoco that i t would 
review any o f f e r . Ordering a turnover of data at t h i s time would 
give Conoco an u n f a i r advantage i n any purchase negotiations which 
may ensue. Again, the subpoena should be quashed. 

I I I . RESPONSE IN OPPOSITION TO MOTION FOR CONTINUANCE. 

Due t o the foregoing, Nearburg has produced a l l data i t i s 
required t o t u r n over t o Conoco. Conoco has a l l the data Nearburg 
has , and two weeks i s s u f f i c i e n t time t o prepare f o r hearing. As 
a r e s u l t , Nearburg requests that Conoco's motion f o r a continuance 
be denied. 

Respectfully submitted, 

c: Bob Shelton 
W. Thomas K e l l a h i n , Esq . 
(v ia Hand Del ivery) 
Ernes t L . C a r r o l l , Esq. 
(v ia F i r s t C lass Mail) 

As noted above, Nearburg has a l ready t u r n e d over raw e n g i n e e r i n g and 
geo log ic data , toge ther w i t h a l l data requested by paragraph I (1) o f the 
subpoena. 

4 
Conoco operates well's o f f s e t t i n g Nearburg's proposed w e l l , and was f i r s t 

n o t i f i e d t h a t Nearburg would seek an unorthodox w e l l l o c a t i o n on A p r i l 29, 1993. 

HINKLE, COX, EATON, COFFIELD & HENSLEY 
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Mr. David R. Catanach 
Hearing Examiner 
O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Santa Fe, New Mexico 87504 

Robert G. S t o v a l l , Esq. 
O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Santa Fe, New Mexico 87504 

Re: MOTION FOR CONTINUANCE 
NMOCD Case 10731 
A p p l i c a t i o n of Nearburg Producing Company 
f o r an Unorthodox Well Location 
Eddy County, New Mexico 

Gentlemen: 

On behalf of Conoco Inc, I hereby request t h a t the 
e v i d e n t i a r y p o r t i o n of the referenced case be continued 
from the June 17, 1993 Examiner's Hearing Docket f o r the 
f o l l o w i n g reasons: 

(1) On May 7, 1993, I d e l i v e r e d a w r i t t e n request 
f o r document p r o d u c t i o n t o W i l l i a m F. Carr, a t t o r n e y f o r 
Nearburg Produci.ig Company; 

(2) On May 25, 1993, I d e l i v e r e d another w r i t t e n 
request f o r document pr o d u c t i o n t o James Bruce, the 
cu r r e n t a t t o r n e y f o r Nearburg Producing Company. 

(3) By l e t t e r dated June 2, 1993, Mr. Bruce refused 
t o produce the g e o l o g i c a l or engineering i n t e r p r e t a t i o n s 
or opinions of Nearburg's expert witnesses. 
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(4) On June 4, 1993, I served on Mr. Bruce a 
D i v i s i o n issued subpoena r e q u i r i n g Nearburg Producing 
Company t o produce the documents a t the Examiner's 
Hearing set f o r June 17, 1993. 

(5) Without the p r o d u c t i o n o f the requested 
documents, Conoco cannot adequately prepare i t s case. 

THEREFORE, i n order t o have time t o adequately 
prepare i t s o p p o s i t i o n , Conoco Inc requests t h a t the 
e v i d e n t i a r y p o r t i o n of t h i s case be continued and heard 
by the D i v i s i o n Examiner a t a hearing set not soon than 
ten days a f t e r Nearburg Producing Company produces t o 
Conoco Inc. the subpoenaed documents. 

cc: J e r r y Hoover (Conoco-Midland) 
cc: James Bruce, Esq.( Nearburg Producing Company) 
cc: Ernest C a r r o l l , Esq. (Yates Petroleum Corporation) 
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Via Hand Deiiverv 

W. Thomas Kellahin 
117 North Guadalupe 
Santa Fe, New Mexico 

Re: Nearburg/Conoco 

Dear Tom: 

Enclosed are documents regarding Nearburg's proposed w e l l 
l o c a t i o n , produced pursuant t o your May 7, 1993 l e t t e r request. The 
documents requested by paragraph (1) of your l e t t e r are produced i n 
f u l l . As t o paragraphs (2), (3), and (4) of your l e t t e r , the raw 
engineering/geological data i s being turned over. The documents 
pertain not only t o the proposed location, but to wells w i t h i n a 
mile or so of the proposed w e l l . Pursuant to the r u l i n g of the 
Commission i n Case No. 10211 (Santa Fe/Hanley), Nearburg i s not 
turning over geologic i n t e r p r e t a t i o n s such as isopachs or cross-
sections, or engineering i n t e r p r e t a t i o n s such as reservoir or 
economic studies. F i n a l l y , regarding paragraph (5) of your l e t t e r , 
Nearburg has not f i n a l i z e d i t s e x h i b i t s , and furthermore does not 
believe i t i s required t o t u r n them over before the hearing. I am 
w i l l i n g t o explore with you the p o s s i b i l i t y of exchanging ex h i b i t s 
w i t h Conoco a day or two before the hearing. 

Please c a l l me i f you have any questions. 

Very t r u l y yours, 



020693.002 

HINKLE, COX, EATON, 
COFFIELD & HENSLEY 
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BEFORE THE OIL CONSERVATION DIVISION RECEIVED 

IN THE MATTER OF THE APPLICATION OF OIL CONSERVATION DIVISION 
SANTA FE ENERGY OPERATING PARTNERS, L.P. \ 
FOR COMPULSORY POOLING, LEA COUNTY, * \ 
NEW MEXICO. CASE NO. 10211 

SUBPOENA DUCES TECUM 

TO: Santa Fe Energy Operating Partners, L.P. 
c/o James Bruce, Esq. 
Hinkle, Cox, Eaton, Coffield & Hensley 
500 Marquette, N.W. 
Albuquerque, New Mexico 87102 

Pursuant to the power vested in this Division, you 

are commanded to produce at 8:15 A.M., January 10, 

1991, to the offices of the Oil Conservation Division, 

State Land Office Building, 310 Old Santa Fe T r a i l , 

Santa Fe, New Mexico 87501 and make available for 

copying, a l l the following documents under the 

possession or control of Santa Fe Energy Operating 

Partners, L.P.: 

For the following well: 

Kachina "8" Federal Well No. 1 located in 

NE/4NW/4, Section 8, Township 18 South, Range 33 East, 

Lea County, New Mexico. 

Produce the following data: 

1. Any and a l l pressure data, including but not 
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limited to bottom hole pressure surveys; 

2. Mechanical logs and mud logs, i f any; 

3. Any and a l l Gas Oil Ratio Tests; 

4. Any and a l l specific gravity information on 

the liquids; 

5. Any and a l l production information; 

fi) Any and a l l reserve calculations, including 

but not limited to volumetric calculations of 

reserves, including recoverable reserves; 

T j Any and a l l reservoir studies; 

8\) Any and a l l economic studies including but 

not limited to estimates of payout and rates 

of return; and 

Complete daily d r i l l i n g and completion 

reports from inception to the latest 

available data for each well. 

Geologic interpretations by which you j u s t i f y 

the well and evaluate i t s r i s k . 

INSTRUCTIONS 

This Subpoena Duces Tecum seeks a l l information 

available to you or in your possession, custody or 

control from any source, wherever situated, including 

but not limited to information from any f i l e s , records, 
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documents, employees, former employees, counsel and 

former counsel. I t i s directed to each person to whom 

such information i s a matter of personal knowledge. 

When use herein, "you" or "your" refers to the 

person or entity to whom this Subpoena Duces Tecum i s 

addressed to include a l l of his or i t s attorneys, 

officers, agent, employees, directors, representatives, 

o f f i c i a l s , departments, divisions, subdivisions, 

subsidiaries, or predecessors. 

NEW MEXICO OIL CONSERVATION 
DIVISION 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION COMMISSION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION OF NEW MEXICO FOR 
THE PURPOSE OF CONSIDERING: 

Case 10211 

APPLICATION OF SANTA FE ENERGY OPERATING 
PARTNERS, L . P . , FOR COMPULSORY POOLING, 
LEA COUNTY, NEW MEXICO, BEING HEARD BY THE 
COMMISSION AS AN INTERLOCUTORY APPEAL FROM AN 
ORDER OF THE EXAMINER SUSTAINING CERTAIN PORTIONS 
OF A SUBPOENA DUCES TECUM. 

RULING OF THE COMMISSION 

BY THE COMMISSION: 

This matter came before the Oil Conservation Commission of New 
Mexico here inaf ter r e fe r red to as the "Commission" at 9:00 a.m. on 
January 17, 1991, at Santa Fe, New Mexico. 

NOW, on this 1 5 t h day of February , 1991, the Commission, a 
quorum being present, having considered the argument of counsel and 
being f u l l y advised i n the premises, 

FINDS T H A T : 

(1) The Commission has ju r i sd ic t ion of this cause and the subject 
matter thereof, and no additional notice is requi red f o r this 
in te r locu to ry- type hear ing. 

(2) Santa Fe Energy Operating Partners , L . P . ("Santa Fe") f i l ed 
an application wi th the Division seeking to compulsory pool mineral 
interests , inc lud ing those of Hanley Petroleum, I n c . , i n the W/2 NW/4 of 
Section 8, Township 18 South, Range 3 East, NMPM, Lea County, New 
Mexico; said prorat ion uni t to be dedicated to the Kachina "8" Federal 
No. 2 to be dr i l led at an orthodox location i n a separate prora t ion u n i t . 

(3) On January 3, 1991, at the request of Hanley Petroleum, Inc . 
and pursuant to Division Rule 1211, the Director signed a Subpoena 
(attached hereto as Exhibi t A ) d i rec t ing Santa Fe to produce certain 
documents, as ident i f ied i n the separate paragraphs, re la t ing to 
information on the Kachina "8" Federal Well No. 1, a t i gh t hole, located i n 
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the NE/4 NW/4 of Section 8, Township 18 South, Range 33 East, NMPM, 
Lea County, New Mexico. 

(4) On January 9, 1991, Santa Fe Energy Operating Partners, 
L.P. filed a motion to quash the aforementioned Subpoena. 

(5) On January 10, 1991, the Examiner heard argument of Counsel 
on the Motion to Quash the Subpoena in Case No. 10211 and ruled orally 
that Hanley was not entitled to receive those items requested in the 
Subpoena which were the result of Santa Fe's interpretation of data or 
information which was available from other sources, including Oil 
Conservation Division records. The Examiner therefore quashed the 
request for item no. 6 reserve calculations, item no. 7 reservoir studies, 
item no. 8 economic studies, and item no. 10 geologic interpretations. 
The Examiner fur ther ruled that Hanley was entitled to receive and the 
Subpoena should stand with respect to requests for raw data which 
include item 1 pressure data, item 2 mechanical and mud logs, item 3 gas-
oil ratio tests, item 4 specific gravity information, item 5 production 
information, and item 9 daily dri l l ing and completion reports, as those 
items relate to the Kachina "8" Federal Well No. 1. The Examiner fur ther 
ordered that these items be produced and made available to Hanley under 
an order of confidentiality and that Hanley be prohibited from disclosing 
this information to any other person. 

(6) On January 14, 1991, Santa Fe requested from the Division, 
that the Commission consider an appeal of the Examiner's decision, 
reverse the Examiner and quash the Subpoena in toto. Al l parties 
involved concurred with the request for an appeal to the Commission to 
consider the matter. 

(7) There are no expiring leases in Section 8 requiring a well to 
be drilled expeditiously. 

(8) The Division recognizes that i t has been industry practice to 
honor and to hold confidential information which a party has acquired by 
dril l ing a well and to allow that party spending their money to acquire 
that information the opportunity to use i t for their competitive advantage. 

(9) Rule 1212 of the Rules and Regulations of the Oil Conservation 
Division states that the rules of evidence normally applicable in court 
proceedings can be relaxed where the ends of justice can be better 
served, and the Commission has implemented this concept by limiting the 
discovery principal in its application to very explicit areas involving 
waste and correlative r ights. 

(10) Santa Fe argues that because i t has offered to make the 
information requested available to Hanley i f Hanley will commit beforehand 
to either farm-out or to join in the dri l l ing of the well, that i t should not 
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be required to disclose the information prior to Hanley making that 
commitment. 

(11) Hanley was unwilling to commit its interest to the well in any 
manner without receiving the information from Santa Fe and Santa Fe 
therefore fi led this forced pooling application pursuant to the Oil 8c Gas 
Act asking the Division to use the police powers of the State to force a 
private property interest to be committed to this dr i l l ing venture. As a 
result, Hanley is forced to decide between accepting Santa Fe's farm-out 
offer, joining in the dri l l ing of the well by paying its proportionate share 
of costs in advance or being force pooled and allowing Santa Fe to 
recover out of production Hanley's proportionate share of dri l l ing and 
completing and equipping the well, plus a risk penalty established by the 
Division, without having access to information about a direct offset well 
operated by Santa Fe which information is now available only to Santa Fe. 

(12) When a party asks the Division to use the police power of the 
State to impose a burden upon a private property interest, minimum due 
process requires a departure from usual industry practice with respect to 
the disclosure of the information, and Hanley should be allowed access to 
the raw data information from the offsetting Kachina "8" Federal No. 1 
well which is not otherwise available from public sources, but i t should 
not be allowed to compel Santa Fe to produce Santa Fe's interpretations of 
this data, whether or not those interpretations are based on information 
from just this well or from all of the available information. 

(13) Rule 1105 of the Rules and Regulations of the Oil 
Conservation Division requires the f i l ing of Form C-105 which includes all 
special tests conducted on the well (item 1, 3, 4, and 5 of the 
Subpoena), one copy of all electrical and radio-activity logs run on the 
well (part of item 2 of the Subpoena), which information becomes of 
public record immediately, or i f so requested by the operator of the well, 
after being held confidential for 90 days. Daily dri l l ing and completion 
reports (item 9 of the Subpoena) could be public record i f they contain 
testing information. Rule 1105 fur ther provides that the data may be 
introduced in public hearing regardless of the request that i t be held 
confidential. 

(14) Santa Fe could keep all information on the Kachina "8" 
Federal No. 1 well confidential for 90 days from completion i f i t dismisses 
the pending application and does not seek to involve the police powers of 
the State to force pool Hanley. 

(15) In order to comply with minimum due process requirements 
implicated by State action and to protect the correlative rights of Hanley, 
Santa Fe should be required to provide sufficient information for Hanley 
to make an informed decision as to which of the alternatives set for th 
above it elects to follow by having access to data which normally 
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accompanies Form C-105 but none of the interpretative information from 
the Kachina "8" Federal No. 1 well which is in the possession of Santa Fe 
and not normally a part of the public record. The information should be. 
disclosed only to Hanley and subject to prohibition against Hanley 
revealing that information to any other person, provided however, that 
such data may be introduced at the hearing and become part of the public 
hearing record. 

(16) The disclosure of information required by this order should 
only be available to parties to a case where property rights are 
immediately and directly affected by the imposition of police power on 
those rights. 

IT IS THEREFORE ORDERED THAT: 

(1) The order of the Examiner quashing the Subpoena with respect 
to items 6 , 7 , 8 and 10 is hereby upheld and the Subpoena is hereby 
quashed with respect to those items. 

(2) The order of the Examiner holding the Subpoena and requiring 
the documents identified in paragraph (1) , (3) , (4) and (5) is upheld in 
its entirety. 

(3) The order of the Examiner requiring the production with 
respect to items no. 2 and no. 9 is modified and Santa Fe must produce 
these documents requested in those paragraphs as follows: 

(a) mechanical logs (all electrical and radio­
activity logs); and 

(b) any testing information contained in daily dr i l l ing 
and completion reports from inception to the latest 
available data. 

(4) Santa Fe is hereby directed and required to produce to the 
Division within ten days from the date of this order for the use of Hanley 
Petroleum those documents identified in ordering paragraphs (2) and (3 ) . 

(5) This production and discovery shall be for the exclusive use 
of Hanley Petroleum, Inc. and Hanley shall not reveal any information 
produced in accordance with this order to any other person for any 
reason so long as such information is confidential pursuant to the Rules 
and Regulations of the Division. 
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(6) Done at Santa Fe, New Mexico, on the day and year 
hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

JAMI BAILEY, Member 

WILLIAM W. WEISS, Member 

S E A L 

dr/ 

WILLIAM J. LEMAY 



Page 1 

NEW MEXICO OIL CONSERVATION COMMISSION 

EXAMINER HEARING 

SANTA FE NEW MEXICO 

Hearing Date JUNE 17, 1993 Time: 8:15 A.M. 

NAME REPRESENTING LOCATION 

<H2> , 

<3 

$AKTA f t frettjr' 

c— 

7 ^ \f***/ Sh- ^ ~ 

j 



Page_ 

NEW MEXICO OIL CONSERVATION COMMISSION 

EXAMINER HEARING 

SANTA FE NEW MEXICO 

Hearing Date JUNE 17 , 1993 Time: 8:'15 A.M. 

NAME REPRESENTING LOCATION 

IjillU^ Hid it 

0*6 
il 

/Midi**/ 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

1 

STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

CONSIDERING: ) CASE NO. 10731 

APPLICATION OF NEARBURG PRODUCING COMPANY 

REPORTERS TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: David R. Catanach, H e a r i n g Examiner 

June 18, 1993 

Santa Fe, New Mexico 

T h i s matter came on f o r h e a r i n g b e f o r e t he 

O i l C o n s e r v a t i o n D i v i s i o n on June 18, 1993, a t the O i l 

C o n s e r v a t i o n D i v i s i o n Conference Room, S t a t e Land 

O f f i c e B u i l d i n g , 310 Old Santa Fe T r a i l , S anta Fe, New 

Mexico, b e f o r e Deborah O'Bine, RPR, C e r t i f i e d C ourt 

R e p o r t e r No. 63, f o r t h e S t a t e of New Mexico. 

1 
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I N D E X 

June 18, 1993 
Examiner H e a r i n g 
CASE NO. 10731 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
G e n e r a l C o u n s e l 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 O l d Santa Fe T r a i l 
S anta Fe, New M e x i c o 87501 

FOR THE APPLICANT: HINKLE, COX, EATON, COFFIELD 
& HENSLEY 

P.O. Box 2068 
Santa Fe, New M e x i c o 87504 
BY: JAMES G. BRUCE, ESQ. 

FOR CONOCO, INC.: KELLAHIN AND KELLAHIN 
117 N. Guadalupe 
Santa Fe, New M e x i c o 
BY: W. THOMAS KELLAHIN, ESQ. 

FOR YATES PETROLEUM: LOSEE, CARSON, HAAS, & CARROLL 
P.O. Box 239 
A r t e s i a , New M e x i c o 88210 
BY: ERNEST L. CARROLL, ESQ. 
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EXAMINER CATANACH: C a l l t h e h e a r i n g back 

t o o r d e r , and a t t h i s t i m e w e ' l l c a l l Case 10731. 

MR. STOVALL: A p p l i c a t i o n o f N e a r b u r g 

P r o d u c i n g Company f o r an u n o r t h o d o x o i l w e l l l o c a t i o n 

Eddy C o u n t y , New M e x i c o . 

EXAMINER CATANACH: A r e t h e r e a p p e a r a n c e s 

i n t h i s case? 

MR. BRUCE: Mr. Ex a m i n e r , J i m Br u c e f r o m 

t h e H i n k l e l a w f i r m , r e p r e s e n t i n g t h e a p p l i c a n t . I 

have t h r e e w i t n e s s e s t o be sworn. 

EXAMINER CATANACH: A d d i t i o n a l 

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

MR. KELLAHIN: Mr. Ex a m i n e r , I'm Tom 

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

K e l l a h i n , a p p e a r i n g on b e h a l f o f Conoco, I n c . I have 

two w i t n e s s e s t o be sworn. 

MR. CARROLL: Mr. Exa m i n e r , I'm E r n e s t 

C a r r o l l o f t h e A r t e s i a law f i r m , Losee, C a r s o n , Haas 

C a r r o l l , and I w i l l be r e p r e s e n t i n g Y a t e s P e t r o l e u m , 

and we have two w i t n e s s e s t o be sworn. 

EXAMINER CATANACH: Any a d d i t i o n a l 

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

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

be sworn. 

( W i t n e s s e s sworn.) 
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BOB SHELTON, 

t h e w i t n e s s h e r e i n , a f t e r 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. BRUCE: 

Q. Would you p l e a s e s t a t e y o u r name and c i t y 

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

A. My name i s Bob S h e l t o n . I r e s i d e i n 

M i d l a n d , Texas. 

Q. Who a r e you employed by and i n what 

c a p a c i t y ? 

A. I'm employed by N e a r b u r g P r o d u c i n g Company, 

as a landman. 

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 as a landman and had y o u r c r e d e n t i a l s 

a c c e p t e d as a m a t t e r o f r e c o r d ? 

A. Yes, I have. 

Q. And a r e you f a m i l i a r w i t h t h e l a n d m a t t e r s 

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

A. Yes, I am. 

MR. BRUCE: Mr. Ex a m i n e r , I t e n d e r 

Mr. S h e l t o n as an e x p e r t p e t r o l e u m landman. 

EXAMINER CATANACH: Mr. S h e l t o n i s so 

q u a l i f i e d . 

Q. (BY MR. BRUCE) Mr. S h e l t o n , l e t ' s d i s c u s s 
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some of the nongeological and nonengineering reasons 

for t h i s a p p l i c a t i o n , and w e ' l l s t a r t with your 

E x h i b i t 1. W i l l you please r e f e r to tha t and i d e n t i f y 

what that e x h i b i t shows for the examiner. 

ownership of the, and operating r i g h t s of the various 

t r a c t s on which we w i l l d r i l l our w e l l and o f f s e t t i n g 

i t . The northwest quarter of Section 31, which i s 

shaded and ou t l i n e d i n green, i s owned by Nearburg 

Producing Company as the operator. 

other t r a c t s , the northeast quarter of 31 and the 

southwest quarter. Conoco owns two t r a c t s which they 

operate, the southeast quarter of 30, and the 

southeast quarter of 36. And Yates Petroleum operates 

three t r a c t s , the southwest quarter of 30, southeast 

quarter of 25, and northeast quarter of 36. 

A. E x h i b i t 1 i s a land e x h i b i t t h a t shows 

Nearburg owns two other — operates two 

Also shown on the p l a t or as i d e n t i f i e d i n 

yellow are the w e l l s i n the a f f e c t e d area which 

produce i n the Dagger Draw North F i e l d . 

Q. Now, you show Nearburg as operating the 

northeast quarter of Section 31. Do any of the 

p a r t i e s here today have i n t e r e s t i n tha t w e l l ? 

A. Yes, they do. Conoco and Yates own 50 

percent of that w e l l . 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

2 1 

22 

23 

24 

25 

9 

Q. And what i s the name of t h a t w e l l t h a t ' s 

marked i n y e l l o w i n the no r t h w e s t q u a r t e r of t h e 

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

A. That i s t h e Dagger Draw F e d e r a l No. 2. 

Q. Now, you were i n charge of g e t t i n g t he 

s u r f a c e l o c a t i o n approved f o r Nearburg i n t h i s c a s e , 

were you not? 

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

Q. T h i s l a n d t h a t we're d e a l i n g w i t h , what 

type of l a n d i s i t ? 

A. I t ' s f e d e r a l , BLM, m i n e r a l s and s u r f a c e . 

Q. So as a r e s u l t , you had to get the u s u a l 

a r c h e o l o g i c a l s u r v e y done? 

A. That i s c o r r e c t . We employed New Mexico 

A r c h e o l o g i c a l S e r v i c e s , Dr. H a s k e l l , to perform the 

a r c h e o l o g i c a l r e p o r t . 

Q. What i s E x h i b i t 2? 

A. E x h i b i t 2 i s h i s a r c h e o l o g i c a l r e p o r t t h a t 

he p r e p a r e d , which shows t h a t t he l o c a t i o n -- i t 

r e a l l y k i n d of su r v e y e d a p r e t t y broad a r e a i n t h e r e 

and shows t h a t t h e r e i s t h r e e a r c h e o l o g i c a l s i t e s t h a t 

have been impacted i n t h i s a r e a , and t h e y ' r e d i s c u s s e d 

i n h i s r e p o r t of being h i s t o r i c s i t e s . 

Q. A f t e r you got t h i s r e p o r t , d i d you have any 

f u r t h e r c o n t a c t w i t h Dr. H a s k e l l ? 
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A. Yes. We were v e r y concerned because t h e r e 

was t h e s e t h r e e s i t e s t h e r e , which a r e more than a r e 

n o r m a l l y found, I guess, i n t h i s a r e a , we f e l t l i k e . 

I went t o C a r l s b a d and met p e r s o n a l l y w i t h Dr. H a s k e l l 

and t he BLM to more c l e a r l y i d e n t i f y t h e s e s i t e s and 

f i n d out e x a c t l y where they were and to determine more 

p r e c i s e l y how our l o c a t i o n was bei n g a f f e c t e d . 

Q. And what r e s u l t e d from t h a t v i s i t ? And I 

r e f e r you to E x h i b i t 3. 

A. E x h i b i t 3 i s a map, hand drawn f o r me by 

Dr. H a s k e l l a t our meeting, which shows t h e l o c a t i o n 

and approximate s i z e of the t h r e e s i t e s t h a t have been 

found i n the a r e a . 

Y o u ' l l n o t i c e t h a t t o the n o r t h and to the 

west of Hanks o l d Kathy dry h o l e pad, t h e r e ' s 

a r c h e o l o g i c a l s i t e LA 98855. There i s an 

a r c h e o l o g i c a l s i t e t o the n o r t h and e a s t of t h e Roger 

Hanks Well LA 98856, and t h e r e ' s a v e r y l a r g e 

a r c h e o l o g i c a l s i t e e a s t and sou t h of t h e Hanks 

l o c a t i o n pad LA 98853. 

Q. Now, b e f o r e you go any f u r t h e r on t h i s , 

what s i z e d r i l l s i t e does Nearburg need f o r t h i s w e l l ? 

A. The normal d r i l l s i t e pad out he r e i s 400 

by 400, 200 f e e t each way from t h e w e l l b o r e . We have 

agreed, and as r e q u i r e d by the a r c h e o l o g i c a l r e p o r t 
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and as r e q u i r e d by the BLM, t h a t when b u i l d i n g our pad 

a t t he l o c a t i o n which i s b e f o r e t he Commission today, 

t h a t we w i l l f e n c e o f f a p o r t i o n of the l o c a t i o n t o 

p r e s e r v e t he i n t e g r i t y of LA 98856. 

Q. What was Dr. H a s k e l l ' s -- what d i d he 

inform you t h a t he was t r y i n g t o do i n app r o v i n g a 

w e l l s i t e f o r you? Maybe I d i d n ' t make m y s e l f c l e a r , 

but what type of impact was he l o o k i n g a t on t h e s e 

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

A. W e l l , he i s r e q u i r i n g t h a t t he 

a r c h e o l o g i c a l s i t e s not be d i s t u r b e d , and h i s f e e l i n g 

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

s t a y out of t h i s a r c h e o l o g i c a l s i t e LA 98856, i s the 

b e s t l o c a t i o n because i t only i m p a c t s t h e one s i t e . A 

l o c a t i o n t o the west of t h a t , which would be due n o r t h 

of the Hanks l o c a t i o n would impact two s i t e s i n s t e a d 

of j u s t one. And of c o u r s e one i n any o t h e r d i r e c t i o n 

would have a more s i g n i f i c a n t impact on one or more of 

t h e s e s i t e s . 

Q. Now, t h e r e i s the Roger Hanks w e l l s i t e . 

W i l l your e n g i n e e r d i s c u s s t h a t i n a l i t t l e more 

d e t a i l ? 

A. Yes, w e ' l l go i n t o some g r e a t d e t a i l on the 

Hanks w e l l and i t s i n t e g r i t y . 

Q. Now, were you a l s o i n c o n t a c t w i t h t he BLM 
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r e g a r d i n g a d r i l l s i t e a t t h i s l o c a t i o n or i n t h i s 

q u a r t e r - q u a r t e r s e c t i o n , I s h o u l d s a y ? 

A. Yes, we have been i n c o n t a c t w i t h them. I 

met p e r s o n a l l y w i t h t h e BLM. A l s o , I d i s c u s s e d t h i s 

l o c a t i o n . They've been out on t h e ground. They've 

looked a t t h i s l o c a t i o n . They concur t h a t t h i s i s the 

b e s t l o c a t i o n , moving i n t h i s d i r e c t i o n . And the y 

have f u r n i s h e d us w i t h a l e t t e r , E x h i b i t 4, so 

i n d i c a t i n g t h a t the l o c a t i o n of 330 f e e t from the 

n o r t h l i n e and 2460 i s the o n l y o p t i o n o t h e r than a 

l o c a t i o n south and west, which w e ' l l d i s c u s s 

e n g i n e e r i n g and g e o l o g i c a l l y . 

Q. Do you have a n y t h i n g f u r t h e r you'd l i k e to 

say w i t h r e s p e c t t o your p r e s e n t a t i o n a t t h i s t ime? 

A. No. 

Q. One f i n a l q u e s t i o n , the l o c a t i o n h ere i s 

r e a l l y not d r i v e n so much by topography as such, i s 

i t ? 

A. W e l l , to some degree i t i s because one of 

the a r c h e o l o g i c a l s i t e s i s a l a r g e mound, and i t ' s an 

a r c h e o l o g i c a l s i t e , c a n ' t be d i s t u r b e d . I t c a n ' t be 

c u t i n t o or removed. But mostly i t ' s r e a l l y the 

a r c h e o l o g i c a l s i t e s i n the f a c t t h a t one of them i s a 

l a r g e mound. 

Q. Were E x h i b i t s 1 through 4 p r e p a r e d by you 
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or under your d i r e c t i o n ? 

A. They were. 

Q. I s E x h i b i t 5 j u s t my A f f i d a v i t of N o t i c e 

r e g a r d i n g t h e n o t i c e s e n t to Y a t e s and Conoco? 

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

MR. BRUCE: Mr. Examiner, a t t h i s time I ' d 

move the a d m i s s i o n of Nearburg E x h i b i t s 1 through 5. 

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

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

Mr. K e l l a h i n ? 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. S h e l t o n , t h i s w e l l i s t a r g e t e d f o r what 

pool? 

A. For the Dagger Draw North Upper 

P e n n s y l v a n i a n P o o l . 

Q. And what i s the proposed p r o r a t i o n u n i t f o r 

the w e l l ? 

A. The northw e s t q u a r t e r of S e c t i o n 31. 

Q. Are t h e r e c u r r e n t l y any pool w e l l s i n the 

nor t h w e s t q u a r t e r of t h a t s e c t i o n ? 

A. Yes, s i r , t h e r e a r e . T h e r e ' s t h e Dagger 

Draw F e d e r a l No. 1 and the Dagger Draw F e d e r a l No. 4. 

Q. Where i s the No. 1 w e l l i n t h e s p a c i n g 

u n i t ? 
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A. I t ' s i n the northw e s t q u a r t e r of the 

s p a c i n g u n i t . 

Q. And t h a t w e l l name a g a i n , s i r ? 

A. Dagger Draw No. 1. 

Q. And t h e o t h e r w e l l i n the s p a c i n g u n i t was 

what a g a i n , s i r ? 

A. The Dagger Draw No. 4. 

Q. And the No. 4 i s l o c a t e d where? 

A. I n the southwest q u a r t e r of t h e p r o r a t i o n 

u n i t . 

Q. I n terms of the r u l e s f o r t h e p o o l , you 

would have the o p p o r t u n i t y t o d r i l l two more w e l l s i n 

t h a t s p a c i n g u n i t ? 

A. Or w e l l s s u f f i c i e n t t o meet t h e a l l o w a b l e 

r e q u i r e m e n t . 

Q. You do not have p r o d u c i n g w e l l s i n the e a s t 

h a l f of the no r t h w e s t q u a r t e r ; i s t h i s c o r r e c t ? 

A. We do not. 

Q. W i t h i n the p r o r a t i o n u n i t , t h e 160 a c r e s , 

what i s the s e t b a c k r e q u i r e d from t he s i t e b o u n d a r i e s 

of t h a t p r o r a t i o n u n i t to have a w e l l a t a s t a n d a r d 

l o c a t i o n ? 

A. I b e l i e v e i t ' s 660. 

Q. I n terms of your r e q u e s t f o r w e l l 

l o c a t i o n s , what was the o r i g i n a l w e l l l o c a t i o n 
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r e q u e s t e d f o r t h e nor t h w e s t q u a r t e r ? 

A. The f i r s t w e l l --

Q. A p a r t from the No. 1 and t h e No. 4? 

A. Okay. 

Q. You're l o o k i n g f o r your next w e l l l o c a t i o n 

i n h e r e ? 

A. R i g h t . 

Q. What was the f i r s t l o c a t i o n f o r t h a t w e l l ? 

A. I b e l i e v e t he f i r s t -- we went out t h e r e 

and looked a t s e v e r a l l o c a t i o n s . We looked a t a 

l o c a t i o n , I b e l i e v e 2310 from t he west l i n e . We 

looked a t one — 

Q. 2310 from t he west l i n e . What's the 

n o r t h - s o u t h dimension? 

A. I n the n o r t h - s o u t h dimension, we looked a t 

330 and 660. We looked a t both of t h o s e . 

Q. 2310 from the west, 330 from t he n o r t h , and 

2310 west, 660 n o r t h ? 

A. Um-hm. You know, we knew t h e r e was 

a r c h e o l o g i c a l problems t h e r e , and we went out t h e r e 

and we looked a t s e v e r a l l o c a t i o n s j u s t t o f i n d what 

we c o u l d d r i l l from an a r c h e o l o g i c a l s t a n d p o i n t . 

Q. Other than t he two you've j u s t d e s c r i b e d , 

330 n o r t h , 2310 west and 660 n o r t h , 2310 west, d i d you 

propose a w e l l a t any of the o t h e r l o c a t i o n s a v a i l a b l e 
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to you i n the nor t h w e s t q u a r t e r ? 

A. Not to my remembrance, no. 

Q. With r e g a r d s to e i t h e r one of t h o s e w e l l s , 

d i d you f o r m a l l y submit an APD to the BLM f o r i t ? 

A. We d i d . I b e l i e v e , i f I'm c o r r e c t , an 

o r i g i n a l BLM a p p r o v a l to d r i l l was s u b m i t t e d a t one of 

the 2310 or 2340 l o c a t i o n s . 

Q. Do you r e c a l l which one was t h e f i r s t one 

submi t t e d ? 

A. I have i t . I can f i n d out. I have i t i n 

t h i s f i l e i f you'd l i k e f o r me to look. 

Q. Did you submit f o r m a l r e q u e s t s i n terms of 

an APD on each of t h o s e ? 

A. No. I t was j u s t one of them. Then l a t e r 

on we found out a r c h a e o l o g i c a l l y we c o u l d not d r i l l 

i t ; so we changed the l o c a t i o n . And we have now 

r e f i l e d t h e APD w i t h the l o c a t i o n t h a t ' s b e f o r e t h e 

Commission today. 

Q. Would you t a k e a moment and look and see 

which one was f i l e d ? 

A. Um-hm. 2 310, 660. 

Q. T h a t ' s t he f i r s t one f i l e d . And t h a t 

l o c a t i o n then was d i s a p p r o v e d because i t was w i t h i n or 

too c l o s e t o an a r c h e o l o g i c a l s i t e ? 

A. When the a r c h e o l o g i c a l s i t e r e p o r t came 
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out, i t impacts an a r c h e o l o g i c a l s i t e , t h a t ' s c o r r e c t , 

t h a t ' s my u n d e r s t a n d i n g . 

Q. The 660, 2310. 

A. — 2310. 

Q. So then you moved to 330 n o r t h , 2310 west, 

and have looked a t t h a t l o c a t i o n , and t h a t l o c a t i o n --

A. I don't know whether we looked a t t h a t 

l o c a t i o n b e f o r e or a f t e r t h i s f i l i n g . I t was looked 

a t a f t e r t h i s f i l i n g . The new l o c a t i o n , which i s the 

one b e f o r e t he Commission today, was the one t h a t was 

r e f i l e d w i t h t he BLM. 

Q. I n terms of t h a t l o c a t i o n t h a t ' s b e f o r e the 

examiner today, what's the s t a t u s of s u r f a c e a p p r o v a l s 

w i t h the BLM? 

A. That l o c a t i o n , pending compliance w i t h 

Dr. H a s k e l l ' s r e p o r t , i t ' s my u n d e r s t a n d i n g i s to be 

approved. And, a l s o , I don't know whether we've 

g o t t e n i t back from the BLM or not, i t ' s been f i l e d 

and we may have g o t t e n i t back approved. I don't know 

t h a t . 

Q. Have you ev e r been to the s u r f a c e of t h i s 

s e c t i o n t o the no r t h w e s t q u a r t e r w i t h r e g a r d s t o the 

s i t i n g of t h i s p a r t i c u l a r w e l l ? 

A. I have been m y s e l f , y e s , not w i t h a s u r v e y 

crew. I ' v e been out t h e r e on my own. I was not w i t h 
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a crew or anybody e l s e a t the time. 

Q. Other than t h e s e two s p e c i f i c l o c a t i o n s 

t h a t you've d e s c r i b e d f o r us, have you sought any 

ot h e r l o c a t i o n f o r t h i s w e l l i n the no r t h w e s t q u a r t e r 

of t h e s e c t i o n ? 

A. No, we have not. 

MR. KELLAHIN: Nothing f u r t h e r . Thank 

you. 

EXAMINER CATANACH: Mr. C a r r o l l ? 

EXAMINATION 

BY MR. CARROLL: 

Q. Mr. S h e l t o n , w i t h r e f e r e n c e t o your E x h i b i t 

No. 4, and t h i s i s the l e t t e r from t he BLM, i n 

p a r t i c u l a r R i c h a r d Manus, the a r e a manager f o r the BLM 

out of the C a r l s b a d o f f i c e , t h a t l e t t e r does i n d i c a t e 

t h a t , a t l e a s t from a s u r f a c e s i t u a t i o n , t h e r e would 

be o t h e r l o c a t i o n s they would approve. They would be 

more or l e s s south i n the a r e a of the o l d Kathy E y r e 

w e l l , south of t h e r e ; i s t h a t c o r r e c t ? 

A. South and west of t h e r e , t h a t i s c o r r e c t . 

Q. And you w i l l agree w i t h me, then, a t l e a s t 

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

l o c a t i o n s t h a t would be orthodox out t h e r e i n t h a t 

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

A. That i s c o r r e c t . 
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Q. The o r i g i n a l l o c a t i o n t h a t was f i l e d upon, 

the 2310-660, would that have been unorthodox as to 

the --

A. Um-hm. 

Q. I t would have unorthodox? 

A. I t would have been unorthodox, a l s o , 

because i t would have been too f a r e a s t . 

Q. Too f a r east? 

A. Right. 

Q. To your knowledge, does Nearburg Producing, 

are they working on a fourth w e l l for t h i s northwest 

quarter at t h i s time? 

A. I'm not aware of one, and I don't b e l i e v e 

that i s the case. 

MR. CARROLL: That's a l l I have. 

MR. BRUCE: I have j u s t one follow-up 

question, Mr. Examiner. 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. R e f e r r i n g to the BLM l e t t e r , Mr. Shelton, 

E x h i b i t 4, that doesn't s t a t e t h a t a l o c a t i o n , say 990 

fe e t from the north l i n e and say 1650 from the west 

l i n e , w i l l be approved. I t says " p o s s i b l y " ; i s that 

c o r r e c t ? 

A. There's been no a r c h e o l o g i c a l surveying 
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done i n t h a t a r e a . T h e r e ' s no way of knowing whether 

t h a t would impact any a d d i t i o n a l a r c h e o l o g i c a l s i t e . 

There i s some more c i t e d i n the r e p o r t . As you w i l l 

note, t h e r e a r e two ot h e r s i t e s i n t h i s immediate 

v i c i n i t y t h a t a r e not impacted by what we d i d , but 

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

have not c l e a r e d and, of c o u r s e , t h a t would s t a r t t h e 

p r o c e s s a l l over a g a i n . I t would have t o be 

determined whether they would impact a d d i t i o n a l s i t e s . 

Q. And your g e o l o g i s t w i l l t e s t i f y as to ot h e r 

r e a s o n s f o r your p r e f e r r e d l o c a t i o n ? 

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

MR. BRUCE: Thank you. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. S h e l t o n , I j u s t want t o c l a r i f y t h e 

la n d s t a t u s h e r e . 

A. Okay. 

Q. The c o l o r s a r e a l i t t l e h ard t o d i s c e r n 

h e r e . The south h a l f of S e c t i o n 30, i s t h a t common 

t h e r e ? 

A. No. The southwest q u a r t e r i s o p e r a t e d by 

Y a t e s Petroleum. The s o u t h e a s t q u a r t e r i s o p e r a t e d by 

Conoco. 

Q. S o u t h e a s t of 25? 
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A. I s Y a t e s . 

Q. The n o r t h e a s t of 36? 

A. I s Y a t e s . 

Q. The s o u t h e a s t of 36? 

A. I s Conoco. 

Q. The southwest of 31? 

A. The southwest and n o r t h e a s t of 31 a r e 

Nearburg Pr o d u c i n g Company. 

Q. Southwest and n o r t h e a s t ? 

A. The n o r t h e a s t and southwest, t h a t ' s 

c o r r e c t , y e s , s i r . 

Q. The same w i t h the s o u t h e a s t ? 

A. The s o u t h e a s t i s not a p r o d u c i n g u n i t . 

I t ' s — some of the o i l and gas l e a s e s i n t h e r e a r e 

f e e , some of them a r e f e d e r a l , but i t ' s not a 

pr o d u c i n g u n i t . Nearburg and Y a t e s own the l e a s e s 

t h e r e . 

Q. The n o r t h e a s t of 31 i s j o i n t l y owned by 

Nearburg, Conoco, and Y a t e s ? 

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

Q. Nearburg, 50 p e r c e n t ; Conoco and Y a t e s , 50 

p e r c e n t ? 

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

Q. I s t h a t a l s o t h e s t a t u s of t h e southwest 

q u a r t e r 
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A. No. The southwest q u a r t e r i s owned 87-1/2 

p e r c e n t by Nearburg Producing Company and 12-1/2 

p e r c e n t by Y a t e s Petroleum C o r p o r a t i o n . 

Q. And the nor t h w e s t q u a r t e r i s 100 p e r c e n t 

Nearburg? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. The o r i g i n a l l o c a t i o n t h a t you've 

d i s c u s s e d , t he 330 n o r t h and 2310 west -- 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. T h a t ' s t he o r i g i n a l l o c a t i o n t h a t was 

f i l e d ? 

A. That was the o r i g i n a l l o c a t i o n t h a t was 

f i l e d — I'm s o r r y , 660 from the n o r t h , 2310. 

Q. 660 n o r t h , 2310 from t he west? 

A. R i g h t . 

Q. That was unorthodox. Were t h e r e r e a s o n s a t 

the time t h a t you r e q u e s t e d t he unorthodox l o c a t i o n --

were t h e r e any o t h e r r e a s o n s b e s i d e s t he t o p o g r a p h i c a l 

r e a s o n s ? 

A. At the time we s u r v e y e d t h a t l o c a t i o n , we 

were a p p l y i n g f o r an unorthodox l o c a t i o n a l s o , moving 

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

t o p o g r a p h i c , a r c h e o l o g i c a l r e a s o n s . And a l s o , as the 

e n g i n e e r w i l l g i v e t e s t i m o n y , f o r the Hanks w e l l a l s o , 
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to be away from the Hanks B r a j o . 

Q. The c u r r e n t unorthodox l o c a t i o n , i s t h a t 

based on g e o l o g i c a l c o n s i d e r a t i o n s , a l s o ? 

A. G e o l o g i c and a r c h e o l o g i c a l , t h a t ' s 

c o r r e c t . 

EXAMINER CATANACH: T h a t ' s a l l I have. 

T h i s w i t n e s s may be excused. 

JERRY ELGER, 

the w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

upon h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. BRUCE: 

Q. Would you p l e a s e s t a t e your name f o r the 

r e c o r d . 

A. J e r r y E l g e r . 

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

A. Midland, Texas. 

Q. Who do you work f o r and i n what c a p a c i t y ? 

A. Nearburg Producing Company as an 

e x p l o r a t i o n 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 the 

D i v i s i o n as a g e o l o g i s t and had your c r e d e n t i a l s 

a c c e p t e d as a matter of r e c o r d ? 

A. Yes, I have. 

Q. Are you the g e o l o g i s t a t Nearburg i n charge 
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of t h i s Dagger Draw a r e a ? 

A. Yes, I am. 

Q. And you a r e f a m i l i a r w i t h t he geology 

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

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I ' d t e n d e r the 

w i t n e s s as an e x p e r t petroleum g e o l o g i s t . 

EXAMINER CATANACH: The w i t n e s s i s so 

q u a l i f i e d . 

Q. (BY MR. BRUCE) Mr. E l g e r , i f you would 

look a t your E x h i b i t s 6 and 7 t o g e t h e r , would you 

p l e a s e d e s c r i b e t he g e o l o g i c a l b a s i s f o r your 

p r e f e r r e d w e l l l o c a t i o n , and the r e a s o n -- I t h i n k a t 

t h i s time you c o u l d a l s o go i n t o t he r e a s o n why you 

would not want to move to the south and west of your 

proposed l o c a t i o n ? 

MR. KELLAHIN: Excuse me, Mr. Bruce . My 

c o p i e s a r e not marked. Which a r e which? 

MR. BRUCE: S o r r y , Mr. K e l l a h i n . E x h i b i t 6 

i s t h e s t r u c t u r e map on top of the Canyon Dolomite, 

and E x h i b i t 7 i s the i s o p a c h . 

MR. KELLAHIN: Thank you. 

THE WITNESS: E x h i b i t No. 6 i s a s t r u c t u r e 

map on the top of the r e s e r v o i r q u a l i t y d o lomite i n 

t h i s p o r t i o n — i n the a r e a t h a t ' s b e i n g a d d r e s s e d 
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today. 

What i t shows i s t h a t t h e r e ' s a s t r u c t u r a l 

low t h a t extends a c r o s s S e c t i o n 31, a c r o s s the — 

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

S e c t i o n 31, a p o r t i o n of southwest q u a r t e r of S e c t i o n 

30, and extends i n t o the s o u t h e a s t p o r t i o n of S e c t i o n 

25. The r e d dot a t A' i s the proposed l o c a t i o n t h a t ' s 

been a r c c l e a r e d f o r t h i s h e a r i n g . 

E x h i b i t No. 7 i s an i s o p a c h map of the 

t o t a l t h i c k n e s s of the Canyon Dolomite i n the a r e a . 

And what i t shows i s t h a t t h e r e ' s a do l o m i t e t h i n t h a t 

e xtends a c r o s s S e c t i o n 31, n o r t h w e s t - s o u t h e a s t 

o r i e n t a t i o n a c r o s s S e c t i o n 31, the southwest p o r t i o n 

of S e c t i o n 30 and a c r o s s 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 2 5. 

Both of t h e s e maps -- b a s i c a l l y what you 

have, i f you look a t the w e l l c o n t r o l t h a t documents 

the d olomite t h i n , y o u ' l l see t h a t t h e r e ' s w e l l s 

w i t h i n e x c e s s of 300 f e e t of dolomite i n the s o u t h e a s t 

p o r t i o n of S e c t i o n 32 and e x t e n d i n g i n t o t he west h a l f 

of S e c t i o n 29. 

T h e r e ' s a l s o a dolomite t h i c k i n the west 

h a l f of S e c t i o n 31 t h a t extends down i n t o t he 

n o r t h e a s t q u a r t e r of S e c t i o n 1, i n Township 20 South, 

24 E a s t . 
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Those w e l l s , i f you look a t the w e l l 

c o n t r o l between t h o s e two t h i c k a r e a s , y o u ' l l s ee t h a t 

t h e r e ' s a dolomite t h i n i n the southwest p o r t i o n of 

S e c t i o n 30, w e l l w i t h 130 f e e t of dolomite i n t h e 

southwest q u a r t e r of S e c t i o n 30, t h i c k e n i n g t o 200 

f e e t t o the n o r t h e a s t and i n e x c e s s of 200 f e e t to the 

southwest. 

Y o u ' l l a l s o see t h a t t he -- a w e l l i n 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 25 has 112 f e e t of 

dol o m i t e . W e l l s on both s i d e s and to the e a s t of t h a t 

w e l l and to t h e south have t h i c k n e s s e s of 194 f e e t and 

202 f e e t . So t h a t t h e r e i s v e r y s t r o n g g e o l o g i c a l 

e v i d e n c e and w e l l c o n t r o l to support a dolomite t h i n 

w i t h the o r i e n t a t i o n as p r e v i o u s l y d e s c r i b e d from t he 

nort h w e s t t o the s o u t h e a s t . 

The s t r u c t u r e map b a s i c a l l y c o r r e s p o n d s to 

the d olomite t h i n and i s b a s i c a l l y a consequence of 

the d o l o m i t e t h i n . 

I f I c o u l d r e f e r to E x h i b i t 9, which i s --

Q. E x h i b i t 9, i s t h a t your c r o s s - s e c t i o n ? 

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

Q. B e f o r e we go i n t o t h i s , your s t r u c t u r e map 

i s on top of the Canyon Dolomite, not on top of the 

Canyon; 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 . I t ' s on top of the 
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r e s e r v o i r q u a l i t y d o l o m i t e . 

Q. On E x h i b i t 9, would you k i n d of d e s c r i b e 

where the c r o s s - s e c t i o n b egins and ends, and then go 

i n t o the d e t a i l s a l i t t l e b i t more? 

A. Okay. I t be g i n s on the l e f t a t the Conoco 

Dagger Draw No. 11, i n t h e s o u t h e a s t q u a r t e r of 

S e c t i o n 30, a t A. Y o u ' l l n o t i c e t h a t w e l l has i n 

e x c e s s of 300 f e e t of dolom i t e , and t h e p e r f o r a t i o n s 

on each one of t h e s e w e l l l o g s a r e marked i n r e d i n 

the depth column, and the r e s e r v o i r q u a l i t y d o l o m i t e 

i n each of t h e w e l l b o r e s has been shaded a p u r p l e 

c o l o r . 

The c r o s s - s e c t i o n extends from t h e Conoco 

Dagger Draw No. 11, which i s --

Q. Southwest q u a r t e r - s o u t h e a s t q u a r t e r of 

S e c t i o n 30; i s t h a t c o r r e c t ? 

A. C o r r e c t -- to the Nearburg Dagger Draw 

F e d e r a l No. 2 i n 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 31, 

which i s a 4 0 - a c r e o f f s e t . Y o u ' l l n o t i c e t h e 

r e l a t i o n s h i p between t h o s e two w e l l s , t h a t the 

r e s e r v o i r q u a l i t y dolomite i s s t r u c t u r a l l y low, and 

you're s t a r t i n g t o see some l i m e s t o n e i n n e r beds t h a t 

a r e d e v e l o p i n g w i t h i n the dolomite r e s e r v o i r . 

T h e r e f o r e , you see a d r a m a t i c t h i n n i n g of t h e dolomite 

r e s e r v o i r by a t l e a s t 100 f e e t . 
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I n o t h e r words, t he Nearburg w e l l has 200 

f e e t of dolomite v e r s u s 300-plus f o r the Conoco w e l l . 

So you see a d r a m a t i c t h i n n i n g of t h e dolo m i t e 

r e s e r v o i r as you p r o g r e s s to t h e sou t h . 

Q. I n j u s t one w e l l l o c a t i o n ? 

A. I n j u s t one w e l l l o c a t i o n . The 

c r o s s - s e c t i o n then extends t o the Nearburg F o s t e r 31 

Fee No. 1 i n t h e s o u t h e a s t q u a r t e r of S e c t i o n 31. And 

y o u ' l l s ee the c o n t i n u a t i o n of t h i s l i m e s t o n e 

development i n t h e top p a r t of the canyon, such t h a t 

the top of the dolomite, r e s e r v o i r - q u a l i t y d o l o m i t e , 

i s now s i t u a t e d w e l l beneath t he a c t u a l top of the 

ca r b o n a t e bank complex. And i n f a c t t h i s w e l l was 

p r o d u c t i o n t e s t e d to be w a t e r - b e a r i n g out of the 

p e r f o r a t i o n s you see , o p p o s i t e t h e p u r p l e d o l o m i t e 

r e s e r v o i r . 

The upper p e r f o r a t i o n s and the middle 

p e r f o r a t i o n s you see i n t h a t w e l l b o r e , a t the top of 

the canyon and i n the middle p a r t of the canyon t e s t e d 

n o n r e s e r v o i r q u a l i t y r o c k . I n o t h e r words, t h e r e was 

v e r y l i m i t e d f l u i d e n t r y ; so you're i n a n o n r e s e r v o i r 

q u a l i t y r o c k environment i n th o s e two s e t s of 

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

The top of the dolomite a t t h i s w e l l b o r e 

s t r u c t u r a l l y i s subsea i s 4225, which i s i n e x c e s s of 
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100 f e e t low to t h e top of the dolomite i n the 

Nearburg Dagger Draw 31 F e d e r a l No. 2. So we have 

e n t e r e d i n t o a subsea environment where we're below 

the water c o n t a c t f o r the dolomite r e s e r v o i r . 

The c r o s s - s e c t i o n then extends t o t h e 

Monsanto Hondo w e l l , which everybody has been 

r e f e r r i n g t o i t as the Hanks w e l l or Monsanto. I t was 

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

w i l l get i n t o t h a t . I t was s i d e t r a c k e d a t a l a t e r 

d a t e . But t h a t w e l l b o r e shows r e s e r v o i r - q u a l i t y 

d o l o m i t e a t subsea 4090. 

Y o u ' l l n o t i c e t h a t the d r i l l stem t e s t i n 

the top p a r t of the c a r b o n a t e bank r e c o v e r e d o n l y 30 

f e e t of mud, which i n d i c a t e s n o n r e s e r v o i r r o c k i n 

a p p r o x i m a t e l y the top 80 to 100 f e e t of t h e bank 

complex. 

I ' v e i n t e r p r e t e d t h i s w e l l as the top of 

the r e s e r v o i r - q u a l i t y d olomite as be i n g j u s t below 

7650, where you see a g a i n t he p u r p l e s h a d i n g p i c k s 

up. There were some d r i l l stem t e s t s , a number of 

d r i l l stem t e s t s t h a t were run i n t h i s w e l l , one 

s t r a d d l i n g t h a t i n t e r v a l and then one f a r t h e r down i n 

the r e s e r v o i r i t s e l f . 

The t o t a l t h i c k n e s s of dolomite i n t h i s 

p a r t i c u l a r w e l l b o r e i s a p p r o x i m a t e l y 258 f e e t . So 
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what we've done, what t h i s c r o s s - s e c t i o n shows i s t h a t 

you're i n a t h i c k environment i n S e c t i o n 30, a t h i c k 

d o l o m i t e environment, the dolomite q u a l i t y i s dropping 

s t r u c t u r a l l y t o the south, and as i t t h i n s t o t h e 

south, i t drops o f f s t r u c t u r a l l y t o the so u t h . 

And of c o u r s e t h e Monsanto -- t h e Nearburg 

F o s t e r f e e w e l l i n the s o u t h e a s t q u a r t e r i s a 

d r a m a t i c a l l y t h i n dolomite s e c t i o n , i t ' s d r a m a t i c a l l y 

low as a consequence, and t h a t low i s the one I 

a d d r e s s e d e a r l i e r t h a t extends a c r o s s t he s o u t h e a s t 

q u a r t e r of S e c t i o n 31 w i t h a n o r t h w e s t - s o u t h e a s t 

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

Q. Looking a t your E x h i b i t 9, l o o k i n g a t the 

Monsanto Hanks w e l l , t h i s a l s o shows moving southwest 

from t he Conoco Dagger Draw No. 11 w e l l , t h a t t h e r e i s 

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

A. T h e r e ' s a r a p i d b u i l d u p i n the l i m e s t o n e as 

you p r o g r e s s to the south. T h e r e ' s a b a s i c change 

t h a t o c c u r s through here to the sou t h . 

Q. Because of what happened i n your F o s t e r Fee 

Wel l i n t h e s o u t h e a s t q u a r t e r of S e c t i o n 31, you don't 

want t o r e p e a t t h a t , do you? 

A. No. 

Q. And l o o k i n g a t your E x h i b i t s 6 and 7, f o r 

i n s t a n c e , t h e w e l l i n the southwest q u a r t e r - s o u t h w e s t 
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q u a r t e r of S e c t i o n 30, t h a t i s s t r u c t u r a l l y lower than 

the w e l l s to the n o r t h and to the s o u t h ; i s t h a t 

c o r r e c t ? 

A. Y e s . 

Q. And you see t h a t i n o t h e r a r e a s i n t h i s 

a r e a of t h e p o o l , do you not? 

A. Yes, you do. 

Q. And c o n c u r r e n t w i t h t h a t , you get the 

t h i n n i n g you've a l s o d i s c u s s e d ? 

A. T h a t ' s c o r r e c t . You see a d i r e c t 

r e l a t i o n s h i p between where the d olomite t h i n o c c u r s 

and where the s t r u c t u r a l lows o c c u r when you're 

mapping on t h e top of the dolomite r e s e r v o i r . 

Q. What c o n c l u s i o n do you draw from your 

e x h i b i t s , t h e s e e x h i b i t s i n p a r t i c u l a r , r e g a r d i n g 

moving Nearburg's proposed w e l l to the south and west 

of the proposed l o c a t i o n ? 

A. You would be moving i n t o an a r e a where the 

d o l o m i t e i s t h i n n e r and where i t s t r u c t u r a l l y i s 

lower, as a consequence. 

Q. Would you, as Nearburg's g e o l o g i s t , 

recommend to Nearburg's management d r i l l i n g a w e l l to 

t h e south and west of the proposed l o c a t i o n ? 

A. No. 

Q. L e t ' s move on to your E x h i b i t No. 8, which 
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i s t h e p r o d u c t i o n map. And would you d i s c u s s what 

t h a t shows f o r t h e examiner and i d e n t i f y t h e l a b e l s on 

i t , e t c e t e r a ? 

A. Okay. R e f e r to the legend i n t h e lower 

l e f t - h a n d c o r n e r where you s e e a w e l l symbol, t h e v e r y 

top numbers i n s m a l l p r i n t r e f l e c t d a i l y r a t e s of o i l , 

gas, and water as averaged f o r the month of December 

f o r 1992. The date of f i r s t p r o d u c t i o n i s a l s o 

r e c o r d e d j u s t above the w e l l s p o t s . And then t he 

t o t a l c u m u l a t i v e o i l p r o d u c t i o n and t o t a l c u m u l a t i v e 

gas p r o d u c t i o n a r e r e p o r t e d below t he w e l l s p o t s . 

What t h i s map shows i s t h a t t h e r e appears 

to be a r e l a t i o n s h i p between dolomite t h i n s , dolomite 

lows, and p r o d u c t i v e h i s t o r i e s . That r e l a t i o n s h i p i s 

pr o b a b l y t he most d r a m a t i c i n the w e l l s i t u a t e d i n the 

southwest q u a r t e r of S e c t i o n 30 — the s o u t h e a s t 

q u a r t e r of t h e southwest q u a r t e r of S e c t i o n 30, which 

i s t h e Y a t e s P i n c u s h i o n No. 3, which I b e l i e v e i s 

s i t u a t e d 660 from t he south, 1980 from t he west of 

S e c t i o n 30. 

That w e l l b o r e i s s t r u c t u r a l l y low, below 

subsea or minus 4100; i t ' s below t h e subsea datum f o r 

the dolomite t h a t ' s i n the o l d Hanks w e l l i n S e c t i o n 

31. That low extends t o the west and to t h e sou t h of 

the Hanks w e l l . And the p r o d u c t i o n h i s t o r y from t h a t 
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w e l l , which i n i t i a l l y began i n November of '91, has 

been o n l y 51,000 b a r r e l s of o i l and a l i t t l e over 100 

m i l l i o n c u b i c f e e t of gas to date w i t h d a i l y 

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

i s subeconomic. 

Q. What about the two w e l l s t o t h e e a s t and 

n o r t h e a s t of your l o c a t i o n , t he Conoco Dagger Draw No. 

11 i n 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 30 and the 

Nearburg Dagger Draw Fed No. 2, i s i t , i n t h e 

n o r t h e a s t q u a r t e r of S e c t i o n 31, c o u l d you d i s c u s s 

t h o s e w e l l s a l i t t l e b i t more? 

A. Those w e l l s appear to be -- w e l l , t he 

Conoco Dagger Draw 11 has, I p o i n t e d out e a r l i e r on 

the c r o s s - s e c t i o n , more dolomite i n t e r v a l , and 

s t r u c t u r a l l y i t ' s s l i g h t l y h i g h t o the Monsanto Hanks 

w e l l . And t h a t w e l l has cum'd to date 315,000 b a r r e l s 

of o i l , a l i t t l e over a t h i r d of a Bcf of gas, and 

c o n t i n u e s t o perform a t a r a t e which i s almost a f u l l 

1 6 0 - a c r e s p a c i n g a l l o w a b l e , a p p r o x i m a t e l y 600 b a r r e l s 

a day and t h r e e - q u a r t e r s of a m i l l i o n c u b i c f e e t of 

gas per day. 

Nearburg Dagger Draw No. 2 i s a l s o an 

e x c e l l e n t p e r f o r m i n g w e l l . I t ' s p r o d u c i n g a t 478 

b a r r e l s per day and a l i t t l e l e s s t h an a h a l f m i l l i o n 

c u b i c f e e t of gas. Date of f i r s t p r o d u c t i o n was 
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5-91. That w e l l has cum'd to date s l i g h t l y over 

300,000 b a r r e l s of o i l . And s t r u c t u r a l l y t h a t w e l l i s 

very c l o s e to the subsea datum of the Hanks w e l l . 

Q. Now, looking at t h i s map, j u s t to the north 

of the Conoco w e l l , i n the northwest quarter of the 

southeast quarter of Section 30, there i s a w e l l 

t h a t ' s i n d i c a t e d that was completed March of '88 and 

i t ' s shut i n . What can you t e l l us about th a t w e l l ? 

A. That w e l l was i n i t i a l l y d r i l l e d and 

completed for date of f i r s t production of 3 of '88. 

Do you see i t predates the w e l l , the south o f f s e t . 

That w e l l was producing at e x c e l l e n t producing r a t e s . 

I'm not sure whether i t was capable of producing the 

f u l l allowable for the 160-acre u n i t , but i t was an 

e x c e l l e n t producer, cum'd 176,000 b a r r e l s . And then 

when the Dagger Draw — Conoco d r i l l e d the south 

o f f s e t to i t , which i s the No. 11 w e l l , and the date 

of f i r s t production you see of 8-91, th a t w e l l was 

capable of producing a f u l l allowable for the 160-acre 

spacing u n i t for the southeast quarter of Section 30. 

And as a consequence, Conoco shut the No. 8 w e l l i n at 

that time and has been producing the f u l l allowable 

for t h a t p a r t i c u l a r 160-acre u n i t from the No. 11 w e l l 

ever s i n c e t h a t date. 

Q. One l a s t question. I n your opinion, i s 
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Nearburg's proposed l o c a t i o n , c o n s i d e r i n g t h e 

r e s t r i c t i o n s put on the l o c a t i o n by a r c h e o l o g y , t h e 

b e s t g e o l o g i c a l l o c a t i o n ? 

A. Yes, i t i s . 

Q. Were E x h i b i t s 6 through 9 p r e p a r e d by you 

or under your d i r e c t i o n ? 

A. Yes, they were. 

Q. I n your o p i n i o n , i s t h e g r a n t i n g of t h i s 

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

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 t i s . 

MR. BRUCE: Mr. Examiner, a t t h i s time I 

move the a d m i s s i o n of Nearburg E x h i b i t s 6, 7, 8, and 

9 . 

EXAMINER CATANACH: E x h i b i t s 6, 7, 8 and 9 

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

Mr. K e l l a h i n ? 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. E l g e r , your g e o l o g i c argument i s t h a t 

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

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

A. Yes, i t i s . And I would q u a l i f y t h a t by 

s a y i n g i t ' s more the r e g i o n a l d i p of t h i s a r e a i s 
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to the ea s t , and i t ' s more pronounced as you move to 

the ea s t because w e l l s have the advantage to the west 

of being r e g i o n a l l y updip, but --

Q. I n terms of dolomite t h i c k n e s s , though, 

looking at the isopach, i s the s t r a t e g y you've used as 

a g e o l o g i s t i s to look at the northwest quarter of 

Section 31 and to f i n d the t h i c k e s t point of the 

dolomite because, i n your conclusion, that represents 

the best opportunity for the most productive w e l l ? 

A. Yes. 

Q. Separate and apart from dolomite t h i c k n e s s , 

i s i t a l s o your geologic conclusion t h a t the highest 

s t r u c t u r a l point i n the northwest quarter of Section 

31 represents the best opportunity for the w e l l that 

w i l l produce the most o i l out of the pool? 

A. Say that again. I didn't quite follow 

t h a t . 

Q. Yes, s i r . I want to understand the 

s i g n i f i c a n c e of s t r u c t u r e with regards to your 

geologic d e c i s i o n i n the northwest quarter of 31. 

A. Okay. 

Q. I b e l i e v e I understood you to say tha t i t 

i s of importance to you to be high s t r u c t u r a l l y i n the 

dolomite i n the northwest quarter? 

A. Yes. 
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Q. To what e x t e n t -- i s t h e r e a r a t i o or a 

p e r c e n t a g e you c o n s i g n between t h i c k n e s s and s t r u c t u r e 

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

q u a r t e r ? 

A. We want t o d r i l l t h e w e l l a t t h e optimum --

o b v i o u s l y , t he optimum t h i c k n e s s f o r t h a t p a r t i c u l a r 

p r o r a t i o n u n i t and optimum s t r u c t u r a l p o s i t i o n . And 

the two a r e r e l a t e d . 

Q. And I'm t r y i n g to f i n d out what t h a t 

r e l a t i o n s h i p i s , i n your o p i n i o n . 

A. The t h i n n e r the dolomite, the lower the 

s t r u c t u r e . T h a t ' s the r e l a t i o n s h i p . 

Q. What i s the s t r u c t u r a l c u t o f f w i t h r e g a r d s 

t o the s t r u c t u r a l contour l i n e below which you cannot 

l o c a t e a w e l l t h a t w i l l be commercial i n t h i s 

r e s e r v o i r ? 

A. I t o b v i o u s l y o c c u r s somewhere between the 

F o s t e r Fee Well i n the s o u t h e a s t q u a r t e r and t h e 

Dagger Draw F e d e r a l 31-2, or the Monsanto Hondo w e l l 

i n t he n o r t h w e s t q u a r t e r of S e c t i o n 31, somewhere 

between t h o s e two. We know t h a t t he r e s e r v o i r i s 

c o m p l e t e l y wet i n t h a t F o s t e r Fee W e l l . 

Q. The F o s t e r Fee W e l l , i f we're l o o k i n g a t 

the s t r u c t u r e map, i s the c e n t e r w e l l shown on the 

c r o s s - s e c t i o n , i t ' s t he dry h o l e symbol, i t has minus 
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4225 on i t ? 

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

Q. That's one of these older w e l l s t h a t was 

open hole completed? 

A. No, s i r . 

Q. No? 

A. I t ' s a f a i r l y new w e l l t h a t was d r i l l e d by 

Nearburg. We did attempt to open hole complete the 

w e l l . We did s e t casing -- the h i s t o r y of t h i s w e l l , 

we did s e t casing i n the very top of the carbonate 

bank complex. We reversed i n -- did s e v e r a l 

production t e s t s . We reversed i n u n t i l we h i t q u a l i t y 

r e s e r v o i r rock, attempted to open hole complete the 

w e l l . 

We were un s u c c e s s f u l and went back to the 

we l l and deepened i t and ran a l i n e r and then 

perforated i t . And the production t e s t e d through 

p e r f o r a t i o n s the i n t e r v a l s you see i n red. 

Q. You perforated into the water of the 

r e s e r v o i r ? 

A. We perforated -- w e l l , the only r e s e r v o i r 

rock exposed i n t h i s w e l l i s water-bearing. 

Q. Can you use that wellbore and s a t i s f y 

o u r selves as to where the o i l - w a t e r contact i s i n the 

r e s e r v o i r ? 
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A. Not r e a l l y , because a l l we know i s i t 

o c c u r s somewhere between t he top of t h e r e s e r v o i r i n 

t h e r e and t h e bottom of o t h e r p e r f o r a t i o n s i n o f f s e t 

p r o d u c i n g w e l l s . 

Q. On your s t r u c t u r e map, can you show me 

where you i n t e r p r e t t he o i l - w a t e r c o n t a c t t o be? 

A. I would say t h e o i l - w a t e r c o n t a c t -- i t ' s a 

v e r y hard t h i n g t o put an e x a c t because even — t h e r e 

i s r e a l l y not a d e f i n i t e o i l - w a t e r c o n t a c t t h a t ' s 

common to t h i s p a r t i c u l a r a r e a . Even h i g h w e l l s 

produce water. A l l w e l l s produce water i n the f i e l d . 

Q. I un d e r s t a n d . 

A. I t ' s j u s t the n a t u r e of the r e s e r v o i r . And 

i t ' s v e r y hard to t e l l whether some s e t s of 

p e r f o r a t i o n s a r e prod u c i n g 100 p e r c e n t water, what 

p e r c e n t a g e of hydrocarbons a r e b e i n g c o n t r i b u t e d from 

what s e t s of p e r f o r a t i o n s . So i t ' s not a 

p i n p o i n t - t y p e number l i k e a t y p i c a l c a r b o n a t e 

r e s e r v o i r or whatever, where you can put a — say t h i s 

i s t h e subsea datum where the o i l - w a t e r c o n t a c t 

o c c u r s . 

Q. I f you look a t t h e s t r u c t u r e map and see 

the w e l l i n u n i t l e t t e r B of S e c t i o n 31, I t h i n k 

t h a t ' s a Dagger 31 No. 2 w e l l ? 

A. Yes. 
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Q. I t ' s a t minus 4,094 w e l l ? 

A. Yes. 

Q. That i s a h i g h l y s u c c e s s f u l , p r o d u c t i v e , 

economic w e l l i n the s e c t i o n , i s i t not? 

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

Q. Can we c o r r e c t l y assume t h a t t h a t w e l l 

s t r u c t u r a l l y i s a t l e a s t a t a p o i n t where i t i s going 

to be p r o d u c t i v e and economic i n the r e s e r v o i r ? 

A. Yes. 

Q. Between t h a t c o n t r o l p o i n t and t h e w e l l 

t h a t ' s wet a t minus 4225, where a r e you c o m f o r t a b l e , 

as a g e o l o g i s t , t h a t we can s t a y h i g h enough 

s t r u c t u r a l l y t o maximize t he o p p o r t u n i t y f o r a 

commercial w e l l ? 

A. T h a t ' s a v e r y d i f f i c u l t q u e s t i o n , a g a i n . I 

t h i n k your p r o d u c t i v i t y w i l l drop p r o p o r t i o n a l to how 

low you a r e s t r u c t u r a l l y . O b v i o u s l y , t he lower you 

a r e , t h e l e s s economic -- the l e s s r e s e r v e s you're 

going t o be exposed t o . 

One of the problems i s the v a r i a t i o n from 

the f a c i e s changes t h a t o ccur from t he dolo m i t e to 

l i m e s t o n e r e s e r v o i r can happen e x t r e m e l y r a p i d l y , i n 

the c o u r s e of l e s s than a 4 0 - a c r e o f f s e t . And you 

work w i t h t he w e l l c o n t r o l you have, and you develop 

the i n t e r p r e t a t i o n s t h a t you can come up w i t h , and you 
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a d d r e s s t h o s e problems as they have t o , but t h e r e ' s 

d e f i n i t e r i s k i n d r i l l i n g when you're moving towards a 

s t r u c t u r a l low i n t o a dolomite t h i n . 

Q. What i s your o p i n i o n of the s t r u c t u r a l 

e l e v a t i o n of the w e l l a t i t s proposed nonstandard 

l o c a t i o n ? 

A. I t l o o k s f i n e t o me. 

Q. No, s i r , what i s the depth? 

A. Oh, the subsea? 

Q. Yes, s i r . 

A. E s t i m a t e d top? Roughly subsea minus 4090, 

4094 . 

Q. And a t the c l o s e s t s t a n d a r d l o c a t i o n i n 

t h a t s p a c i n g u n i t , what i s the s t r u c t u r a l p o s i t i o n ? 

A. The c l o s e s t s t a n d a r d l o c a t i o n u n i t ? 

Q. Yes, s i r , to the unorthodox l o c a t i o n . Are 

you w i t h me? 

A. No, not r e a l l y . 

Q. 660 out of the n o r t h and e a s t b o u n d a r i e s of 

t h a t s p a c i n g u n i t ? 

A. T h a t ' s where the o l d w e l l b o r e i s l o c a t e d . 

Q. T h a t ' s t he Kathy E y r e No. 1 W e l l ? 

A. R i g h t , minus 4090, t h a t ' s c o r r e c t . 

Q. And so by moving to the unorthodox 

l o c a t i o n , you're going to g a i n a p p r o x i m a t e l y f o u r f e e t 
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of s t r u c t u r e ? 

A. P r o b a b l y . Maybe. 

Q. L e t ' s look a t t h i c k n e s s . I s t h e r e , i n your 

o p i n i o n , a d i r e c t r e l a t i o n s h i p between r e s e r v o i r 

t h i c k n e s s and p r o d u c t i v i t y of the w e l l ? 

A. Not as much as s t r u c t u r e , but y e s , t h e r e 

i s , to some degree. Again, i t ' s r e l a t e d t o -- t h e r e ' s 

a r e l a t i o n s h i p between the r e g i o n a l , o v e r a l l r e g i o n a l 

d i p of the e n t i r e a r e a and p r o d u c t i v i t y . And i t ' s 

a c c e n t e d as you move to t h e e a s t , towards your 

o i l - w a t e r c o n t a c t . 

Q. Do you have your p r o d u c t i o n map i n your 

i s o p a c h ? 

A. Yes. 

Q. I f o r g o t t he number of the p r o d u c t i o n map. 

I s i t 9 — 

MR. BRUCE: E i g h t . 

THE WITNESS: E i g h t . 

Q. (BY MR. KELLAHIN) E i g h t , and t h e i s o p a c h 

i s 7? 

A. Um-hm. 

Q. I f you look i n S e c t i o n 6 and look i n u n i t 

l e t t e r D, on the t h i c k n e s s map i t ' s 177 f e e t ? 

A. Yes. 

Q. On the p r o d u c t i o n map, what does t h a t w e l l 
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t e l l you as i t s c u r r e n t cum? 

A. 123,000 b a r r e l s . 

Q. Do you know how long i t took t h a t w e l l to 

accumulate t h a t volume of o i l p r o d u c t i o n ? 

A. One y e a r . 

Q. At a t h i c k n e s s of 177 f e e t ? 

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

Q. When you look a t the i s o p a c h and look a t 

the Dagger Draw 31 No. 2, i t ' s i n S e c t i o n 31 and u n i t 

l e t t e r B? 

A. Yes. 

Q. What's the t h i c k n e s s of t h a t w e l l on your 

d i s p l a y ? 

A. 204. 

Q. And on the p r o d u c t i o n map, what i s the 

t o t a l cum on t h a t w e l l ? 

A. 305,000 b a r r e l s . 

Q. When you move over to a t h i c k e r p o r t i o n of 

the r e s e r v o i r and look i n S e c t i o n 31 and look a t u n i t 

l e t t e r D w e l l , i t has a t h i c k n e s s of 218 f e e t ? 

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

Q. What has been the p r o d u c t i v i t y c u m u l a t i v e 

on t h a t w e l l ? 

A. 202,000 b a r r e l s . 

Q. I n t h a t example, the t h i n n e r w e l l has 
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s u b s t a n t i a l l y outperformed the t h i c k e r w e l l , has i t 

not? 

A. Which one do you want to compare? Which 

two w e l l s a r e you comparing? 

Q. The Dagger 31-2 to the Dagger 31-1? 

A. Yes. 

Q. And i n both i n s t a n c e s , t h e Dagger 31-1 i s 

both t h i n n e r and s t r u c t u r a l l y lower t o t h e o t h e r w e l l , 

the Dagger 31-2, and y e t the 31-2 s u b s t a n t i a l l y 

outperforms t he o t h e r w e l l ? 

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

Q. And your argument i s t h i c k e r and h i g h e r i s 

b e t t e r ? 

A. I t depends on what s e c t i o n of t h e canyon 

the t h i n n i n g i s o c c u r r i n g . The t h i n n i n g can oc c u r 

from both the top and the bottom of the r e s e r v o i r 

r o c k . T h e r e f o r e , i t ' s not always t he t r u e c a s e where 

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

Q. Mr. E l g e r , how long have you been working 

i n the Dagger Draw r e s e r v o i r ? 

A. S i n c e 1990. 

Q. And how many of t h e s e w e l l s have you been 

the g e o l o g i s t on? 

A. A l l of them t h a t Nearburg has d r i l l e d out 

t h e r e . 
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Q. And how many i s t h a t ? 

A. P r o b a b l y t e n , e i g h t or t e n . 

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

EXAMINATION 

BY MR. CARROLL: 

Q. Mr. E l g e r , j u s t to k i n d of f o l l o w up on the 

l a s t q u e s t i o n Mr. K e l l a h i n asked, how many t o t a l w e l l s 

does Nearburg o p e r a t e out i n t h e Dagger Draw a r e a ? 

A. A p p r o x i m a t e l y ? 

Q. A p p r o x i m a t e l y . 

A. Ten, t w e l v e , something l i k e t h a t . 

Q. Do you have any i d e a how many w e l l s t h a t 

Y a t e s and Conoco o p e r a t e ? 

A. A l o t more than t h a t . 

Q. C o n s i d e r a b l y more? 

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

Q. The -- I t h i n k you s a i d i t ' s the F o s t e r Fee 

W e l l , i t ' s one of the w e l l s t h a t ' s the dry h o l e here 

i n t h e middle of your c r o s s - s e c t i o n on E x h i b i t 9, was 

t h a t w e l l e v e r put on a pump and t e s t e d ? 

A. Yes, i t was. 

Q. Did p l a c i n g i t on a pump change the 

r e l a t i o n s h i p w i t h r e s p e c t to o i l and w a t e r ? 

A. I t d i d n ' t appear t o . 

Q. A p p a r e n t l y , Nearburg i s t r y i n g to s t a y away 
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from t he Kathy E y r e dry h o l e , t h e Hanks w e l l , t h e 

Monsanto w e l l ; we're t a l k i n g about t he same t h i n g . I s 

t h e r e some r e a s o n why you have concluded t h a t a 

l o c a t i o n somewhere on t h a t pad, w i t h i n r e a s o n a b l e 

bounds, would not be a f e a s i b l e l o c a t i o n ? 

A. Our e n g i n e e r t h a t ' s p r e s e n t h e r e w i l l 

t e s t i f y and a d d r e s s t h a t . 

Q. I s t h e r e a g e o l o g i c a l r e a s o n , t o your 

knowledge? 

A. No. 

Q. You a r e aware t h a t t h e r e has been some 

s u c c e s s i n t h e Dagger Draw F i e l d by moving 100, 200 

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

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

Q. The w e l l i n the n o r t h e a s t q u a r t e r , 

Conoco-operated w e l l , n o r t h e a s t q u a r t e r of S e c t i o n 31, 

the one t h a t your proposed l o c a t i o n i s g e t t i n g c l o s e 

to t h e r e i n S e c t i o n 31 --

A. We o p e r a t e t h a t w e l l . I t h i n k you s a i d 

Conoco o p e r a t e d t h a t ? 

Q. Excuse me. I may have. A l l r i g h t . 

The w e l l -- you op e r a t e t he w e l l , and 

Conoco and Y a t e s have i n t e r e s t i n i t ? 

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

Q. Do you know what the i n t e r e s t t h a t Nearburg 
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has i n t h a t w e l l , what the working i n t e r e s t i s ? 

A. I t h i n k -- I b e l i e v e our landman a d d r e s s e d 

t h a t . I t h i n k i t ' s 25 Y a t e s , 25 Conoco, and Nearburg 

i s 50 p e r c e n t . 

Q. A l l r i g h t . L e t ' s t a l k about t h a t . And 

t h a t ' s the -- what's the d e s i g n a t i o n of t h a t w e l l ? 

A. Dagger Draw F e d e r a l 31 No. 2. 

Q. Okay, t h a t ' s the No. 2, 31 No. 2. Now, the 

w e l l over i n the n o r t h w e s t , f a r n o r t h w e s t c o r n e r t h a t 

Nearburg o p e r a t e s , what i s t h e name of t h a t w e l l ? 

A. T h a t ' s the 31 F e d e r a l No. 1. 

Q. Okay, t h a t ' s the No. 1. Now, t h a t 

p a r t i c u l a r w e l l , the No. 2 w e l l , as opposed to the 

No. 1 w e l l , i s some 75 f o o t lower, i s i t not? 

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

Q. And the No. 1 w e l l produces a p p r o x i m a t e l y 

on t h e average of 100 b a r r e l s , does i t not? 

A. The No. 1 w e l l produces on the average 164, 

i t a veraged i n December. 

Q. Okay. I t i s a poorer w e l l t han t h e No. 2 

w e l l ; i s i t not? 

A. Yes. 

Q. And i t i s s t r u c t u r a l l y h i g h e r , p r o b a b l y 75 

f o o t , r o u g h l y ? 

A. Yes. 
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Q. You were t a l k i n g about -- you had an 

example of the — I b e l i e v e you used the P i n c u s h i o n 

w e l l --

A. Yes. 

Q. -- as a good comparison or a good example of 

how the t h i n s and lows have some r e l a t i o n s h i p to 

p r o d u c t i o n ? 

A. Yes. 

Q. Now, the P i n c u s h i o n w e l l on your E x h i b i t 

No. 6, which shows your r e l a t i v e depths, i t i s t h e 

w e l l t h a t c a r r i e s the s u b s u r f a c e , t h i s datum of minus 

4118, i s i t not? 

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

Q. Down i n S e c t i o n 6, t h e r e i n the n o r t h w e s t 

q u a r t e r , t h e r e i s another Nearburg — i s t h a t a 

Nearburg-operated w e l l ? 

A. Where, now? 

Q. Down i n the n o r t h w e s t q u a r t e r of S e c t i o n 

6 . 

A. Yes, i t i s . 

Q. A l l r i g h t . That p a r t i c u l a r w e l l i s a good 

w e l l . I t a v e r a g e s somewhere i n t h e neighborhood of 

200 b a r r e l s a day, and I t h i n k i n F e b r u a r y i t was 

somewhere i n the neighborhood of 300, was i t not? 

A. I don't know what i t d i d i n F e b r u a r y . 
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December of '92, i t made 276, a v erage. 

Q. That p a r t i c u l a r w e l l i s a t l e a s t t e n f e e t 

lower than the P i n c u s h i o n w e l l , i s i t not? 

A. Yes, i t i s . 

Q. Do you have an o p i n i o n as to what 

s t r u c t u r a l depth i n t h i s North Dagger Draw F i e l d , a t 

what s t r u c t u r a l depth t h a t a w e l l becomes uneconomic; 

do you have an o p i n i o n a t what depth t h a t i s ? 

A. W e l l , t h e r e a r e l o c a l v a r i a t i o n s i n t h e 

q u a l i t y of the r e s e r v o i r r o c k t h a t c o u l d v e r y e a s i l y 

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

the Nearburg C o v e r t No. 6, which i s the w e l l you 

r e f e r r e d to i n the n o r t h w e s t q u a r t e r of S e c t i o n 6, and 

the Y a t e s P i n c u s h i o n . Both w e l l s , when you're mapping 

on r e s e r v o i r q u a l i t y dolomite, t h e q u a l i t y of the 

d o lomite i t s e l f and the n a t u r e of the vugs, which a r e 

the main p o r o s i t y , may be b e t t e r i n t h a t c u l v e r t w e l l 

v e r s u s the P i n c u s h i o n w e l l and e x p l a i n the d i f f e r e n c e 

i n the p r o d u c t i v i t y . 

But l o c a l l y , and I'm r e f e r r i n g to j u s t the 

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

around the n o r t h w e s t q u a r t e r of 31, southwest q u a r t e r 

of 30 n o r t h -- or s o u t h e a s t q u a r t e r of 25, l o c a l l y i t 

a ppears t h a t t h e r e i s a r e l a t i o n s h i p between where you 

a r e s t r u c t u r a l l y and how much dolomite you have 
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exposed above whatever the o i l - w a t e r c o n t a c t i s i n 

p r o d u c t i v i t y . 

Q. Mr. E l g e r , d i d you perform any k i n d of a 

s t u dy to determine the r e l a t i v e q u a l i t i e s of the 

r e s e r v o i r r o c k w i t h r e s p e c t to the P i n c u s h i o n i n any 

o t h e r way? 

A. I t ' s too u n p r e d i c t a b l e . 

Q. So a r e you s a y i n g t h a t such a s tudy 

wouldn't h e l p you? 

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

Q. The w e l l t h a t i s b eing proposed to be 

d r i l l e d a t t h i s nonstandard l o c a t i o n , t h a t ' s a 100 

p e r c e n t w e l l of Nearburg; i s t h a t c o r r e c t ? 

A. I b e l i e v e t h a t ' s c o r r e c t . 

Q. When Mr. Bruce asked you about the 

c o r r e l a t i v e r i g h t s , 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 , 

can you e x p l a i n to me how the c o r r e l a t i v e r i g h t s of 

Y a t e s and Conoco a r e being p r o t e c t e d by t h e d r i l l i n g 

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

A. Both -- w e l l , the w e l l s t h a t -- i f Nearburg 

were not a l l o w e d to d r i l l t h i s l o c a t i o n where the 

geology s u p p o r t s we have an economic l o c a t i o n , where 

we're a b l e to f i n d a window i n the a r c h a e o l o g i c a l 

s u r v e y s and a l l t h a t , i f we're unable to d r i l l a t t h i s 

l o c a t i o n and we would be f o r c e d to d r i l l i n an a r e a 
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which i s g e o l o g i c a l l y i n a v e r y unadvantageous 

p o s i t i o n f o r Nearburg, and t h a t would a f f e c t 

Nearburg's c o r r e l a t i v e r i g h t s . 

So I don't know -- our r e s e r v o i r e n g i n e e r 

can a d d r e s s d r a i n a g e r a d i u s e s , and I'm s u r e t h a t w i l l 

be -- when he g e t s up to t e s t i f y , h e ' l l g e t i n t o a l o t 

of t h a t t e s t i m o n y . And I c a n ' t swear t h a t t h e r e w i l l 

be any impairment of c o r r e l a t i v e r i g h t s f o r Y a t e s or 

Conoco. 

Q. I f t h e r e i s another l o c a t i o n a t a s t a n d a r d 

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

e f f e c t s on Nearburg, t h a t k i n d of s i t u a t i o n would have 

a t l e a s t , would i t not, i n your o p i n i o n , have a l e s s 

chance of a f f e c t i n g t h e c o r r e l a t i v e r i g h t s of Conoco 

and Y a t e s ? 

A. Yes. 

MR. CARROLL: T h a t ' s a l l I have, Mr. 

Examiner. 

MR. KELLAHIN: Can I c l a r i f y j u s t one 

p o i n t ? 

EXAMINER CATANACH: Sure. 

FURTHER EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. E l g e r , on your i s o p a c h , E x h i b i t 7, I 

n e g l e c t e d to have you g i v e me a number. The t h i c k n e s s 
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a t t he Kathy E y r e No. 1 Well i s i n t e r p r e t e d by you to 

be 258 f e e t ? 

A. Yes. 

Q. What i s the t h i c k n e s s a t the proposed 

nonstandard l o c a t i o n ? 

A. Prob a b l y e q u i v a l e n t , 258, 260, c o u l d be as 

much as 270. 

MR. KELLAHIN: Thank you, s i r . 

MR. BRUCE: I ' d l i k e to do a few f o l l o w - u p 

q u e s t i o n s , Mr. Examiner. 

EXAMINER CATANACH: A l l r i g h t . 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. Looking a t your E x h i b i t 8, Mr. E l g e r , l e t 

us t a l k about, I b e l i e v e i t ' s t h e Dagger Draw No. 4, 

even though i t has t h i c k e r d o l o m i t e , not being q u i t e 

as good a producer as the No. 1 t o the n o r t h w i t h the 

t h i n n e r d o l o m i t e , but l o o k i n g a t your p r o d u c t i o n map, 

i t appears t h a t t h a t No. 4 w e l l was d r i l l e d i n 1991 

s u b s t a n t i a l l y l a t e r than, say, t h e No. 1 w e l l to the 

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

A. Yes. 

Q. And i t was d r i l l e d l a t e r than t h e — I 

don't know what number w e l l i t i s to the sou t h --

A. I t ' s t he F o s t e r Fee No. 2. 
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Q. -- F o s t e r Fee No. 2, which i s q u i t e a good 

w e l l , i s n ' t i t ? 

A. Yes. 

Q. And i t was d r i l l e d l a t e r than t h e w e l l i n 

the n o r t h e a s t q u a r t e r - n o r t h e a s t q u a r t e r of S e c t i o n 36? 

A. Yes. 

Q. So j u s t l o o k i n g a t i t from t h a t s t a n d p o i n t , 

because i t was d r i l l e d l a t e r , t h e r e c o u l d be the 

e f f e c t s of d r a i n a g e from o f f s e t t i n g w e l l s ? 

A. E x a c t l y . 

Q. So the r e a s o n i t ' s a poorer producer might 

not be r e l a t e d t o the t h i c k n e s s or t h i n n e s s of the 

dolo m i t e but to the e f f e c t of the o f f s e t t i n g w e l l s ? 

A. Yes. 

Q. Now then, your E x h i b i t 7, i f you look a t 

t h a t and s t a r t o f f a t your F o s t e r Fee Well No. 2, 

which has 304 f e e t of dolomite --

A. Yes. 

Q. -- now as you move d i r e c t l y t o t h e n o r t h , 

t h e r e i s a s u b s t a n t i a l t h i n n i n g of the do l o m i t e , i s n ' t 

t h e r e ? 

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

Q. And as you move d i r e c t l y to the e a s t , t h e r e 

i s a s u b s t a n t i a l t h i n n i n g of t h e d o l o m i t e ? 

A. Yes, t h e r e i s . 
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Q. So chances a r e , moving t o the n o r t h e a s t of 

t h a t F o s t e r Fee, j u s t as you have i n t e r p r e t e d , t h e r e 

i s going to be a t h i n n i n g of the dol o m i t e i n t h a t 

g e n e r a l l o c a t i o n ? 

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

Q. And t h a t i s one of t h e p r i m a r y r e a s o n s why 

you do not want to move to the south of t h a t Hanks 

w e l l s i t e ? 

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

Q. S i m i l a r l y , i f you look a t E x h i b i t 6, from 

the Conoco Dagger Draw No. 11, moving down to your 

F o s t e r Fee No. — which number i s t h a t on your --

A. The Dagger 11 to the Dagger 2. 

Q. And south of t h a t ? 

A. The F o s t e r Fee No. 1. 

Q. F o s t e r Fee No. 1. Once a g a i n , i t d i p s 

s u b s t a n t i a l l y , doesn't i t ? 

A. Yes, i t does. 

Q. And i f you t a k e e i t h e r t h e F o s t e r Fee No. 

1, which i s minus 4065 f e e t , or the second w e l l i n the 

southwest q u a r t e r of S e c t i o n 31, which i s a t minus 

4995 f e e t , move to the e a s t or n o r t h e a s t , t h e r e ' s a 

s u b s t a n t i a l d r o p o f f ? 

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

Q. So, once a g a i n , i f you're moving i n t h a t 
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g e n e r a l d i r e c t i o n t o the no r t h w e s t , your 

i n t e r p r e t a t i o n i s i t ' s going to be s u b s t a n t i a l l y lower 

than your proposed l o c a t i o n ? 

A. Yes, i t would. 

Q. Now, Mr. C a r r o l l asked you a q u e s t i o n about 

how Conoco's and Y a t e s ' c o r r e l a t i v e r i g h t s would be 

p r o t e c t e d c e r t a i n l y i n the o f f s e t t i n g w e l l s . Now, 

l o o k i n g a t t h e Nearburg Dagger Draw No. 2 and the 

Conoco Dagger Draw No. 11, t h o s e w e l l s have a l r e a d y 

produced s u b s t a n t i a l r e s e r v e s , haven't t h e y ? 

A. Yes, they have. 

Q. Although you're not an e n g i n e e r , p r o b a b l y 

enough f o r t h o s e w e l l s to pay out, p l u s ? 

A. Oh, many t i m e s . 

Q. So the f a c t t h a t t h e y ' v e a l r e a d y had darn 

good w e l l s i n d i c a t e s t h a t t h e i r c o r r e l a t i v e r i g h t s a r e 

p r o t e c t e d ? 

A. I would agr e e . 

MR. BRUCE: Thank you. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. E l g e r , what i s the s t a t u s of t h e 

Monsanto w e l l ? T h a t ' s permanently plugged and 

abandoned? 

A. Yes. 
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Q. That did produce for some time? 

A. Yes. To my knowledge, i t was only produced 

with a beam-type pump, and i t ' s one of the very e a r l y , 

e a r l y w e l l s d r i l l e d out here, as were s e v e r a l other 

Roger Hanks w e l l s i n t h i s e n t i r e Dagger Draw complex, 

where he encountered hydrocarbons i n the bank but 

r e a l l y did not take i t to the submersible pump l e v e l 

where you draw down the bottom hole pressure and are 

able r e a l l y to bring the o i l and gas, hydrocarbons i n 

the wellbore. He only t e s t e d with a beam pump. 

Q. Do you know why that w e l l was plugged? 

A. I t produced too much water. They didn't 

have a d i s p o s a l s e t up or anything. 

Q. I n moving to your proposed l o c a t i o n from 

the Monsanto l o c a t i o n , i s i t my understanding you're 

only gaining four f e e t of s t r u c t u r e and very l i t t l e 

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

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

Q. Do you think t h a t ' s going to make a 

s i g n i f i c a n t d i f f e r e n c e i n the c a p a b i l i t y ? 

A. Over what, d r i l l i n g where the old Hanks 

w e l l was or the Monsanto w e l l ? 

Q. Right. 

A. No. 

EXAMINER CATANACH: That's a l l I have. 
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MR. KELLAHIN: No, I guess not. 

MR. BRUCE: C a l l Mr. MacDonald t o the 

s t a n d . 

TIM MacDONALD, 

the w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

upon h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. BRUCE: 

Q. Would you p l e a s e s t a t e your name f o r the 

r e c o r d . 

A. Tim MacDonald. 

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

A. I n D a l l a s , T exas. 

Q. Who do you work f o r and i n what c a p a c i t y ? 

A. I work f o r Nearburg Producing Company as 

the e n g i n e e r i n g manager. 

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 he 

D i v i s i o n as an e n g i n e e r ? 

A. Yes, I have. 

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

r e l a t e d t o the a p p l i c a t i o n b e f o r e us today? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I t e n d e r 

Mr. MacDonald as an e x p e r t e n g i n e e r . 

EXAMINER CATANACH: He i s so q u a l i f i e d . 
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Q. (BY MR. BRUCE) F i r s t , Mr. MacDonald, 

l e t ' s d i s c u s s t h e Hanks w e l l and why Nearburg i s 

e x t r e m e l y r e l u c t a n t to d r i l l on t h a t d r i l l pad. Would 

you r e f e r to E x h i b i t No. 10, which i s a w e l l b o r e 

s c h e m a t i c , and d i s c u s s the Monsanto-Hanks -- i t ' s got 

about t h r e e or f o u r names -- t h a t w e l l ? 

A. T h a t ' s the f i r s t t h i n g we looked a t was the 

p o s s i b i l i t y of r e e n t e r i n g t h a t w e l l b o r e , and we 

g a t h e r e d a l l the d a t a t h a t was s u b m i t t e d to the OCD. 

There were some s e r i o u s c o n s i d e r a t i o n s we had to 

c o n s i d e r . F i r s t of a l l , when Hanks plugged the w e l l , 

he cemented 19 j o i n t s of t u b i n g i n the w e l l , from 1620 

f e e t to 1190 f e e t . 

And, you know, assuming t h a t no w e l l s a r e 

r e a l l y s t r a i g h t h o l e s , t h e y ' r e a l l d r i l l e d b a s i c a l l y 

a t a c o r k screw, to m i l l up t h a t t u b i n g would r e q u i r e 

a f l a t - b o t t o m b i t , and we'd p r o b a b l y make about 25 

f e e t per b i t or f o o t per hour. With t h a t k i n d of 

m i l l i n g o p e r a t i o n , you c o u l d e a s i l y spend 20 days 

b e f o r e you e v e r get t h a t t u b i n g m i l l e d out of t h e r e i n 

the f i r s t p l a c e . 

Second of a l l , the 9-5/8 i n c h c a s i n g t h a t 

i t ' s i n was run i n 1964. By the time you m i l l e d 

through t h e r e , l i k e you have to to get t h a t t u b i n g 

m i l l e d out, t h e chances of damaging t h a t c a s i n g or 
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even d r i l l i n g o u t s i d e t h a t c a s i n g would be v e r y g r e a t . 

And t h a t was the main c o n s i d e r a t i o n of not wanting t o 

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

A l s o , we'd have t o d r i l l out t h e 9-5/8 to 

i t s f u l l -- b a s i c a l l y , i t ' s f u l l ID, because t o use 

c u r r e n t t e c h n o l o g y , r u n n i n g s u b m e r s i b l e pumps, we 

would want to run 7 - i n c h c a s i n g i n t h a t w e l l v e r s u s 

the 5-1/2 t h a t was run i n the o t h e r two c o m p l e t i o n 

a t t e m p t s . And t h a t c o u l d c r e a t e problems w i t h t h a t 

9-5/8 i n c h c a s i n g . 

Q. What do you e s t i m a t e t he a d d i t i o n a l c o s t 

would be f o r t h o s e o p e r a t i o n s a l o n e ? 

A. I e s t i m a t e we c o u l d spend $160,000 and have 

the t u b i n g m i l l e d out and have our 9-5/8's c a s i n g 

u n u s a b l e a t t h a t p o i n t and have spent t h a t much money. 

Q. Okay. P l e a s e c o n t i n u e . 

A. The o t h e r c o n s i d e r a t i o n w i t h t he 9-5/8's 

t h a t b o t h e r s us i s t h a t b a s i c a l l y t h e r e were two w e l l s 

d r i l l e d through i t , not j u s t one. There was the 

o r i g i n a l w e l l , then the r e e n t r y s i d e t r a c k . T h a t ' s 

caused more wear f o r the t u r n i n g of the d r i l l p i p e . 

T h a t ' s o c c u r r e d t w i c e i n t h e two d r i l l i n g s of t h e 

w e l l . 

Q. T a l k about t he second r e e n t r y , and the 

k i c k - o f f . 
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A. When Hanks r e e n t e r e d i t , i t l o o k s l i k e they 

k i c k e d o f f a t about 5510 f e e t . The b e s t I can r e c a l l , 

t hey k i c k e d o f f about 5 degr e e s , and they wound up, 

bottom h o l e l o c a t i o n was about 2 d e g r e e s . 

I c o u l d n ' t f i n d any d e t a i l e d d i r e c t i o n a l 

s u r v e y s t h a t were ever run on the w e l l , j u s t t h e 

i n c l i n a t i o n s u r v e y s t h a t were run by the r i g . So the 

con c e r n i s , I b e l i e v e t h a t the o r i g i n a l w e l l b o r e was 

about 2 degrees a t t h a t p o i n t anyway. So i f you add 

a l l t h o s e t o g e t h e r i n the worst c a s e , you c o u l d be as 

much as 11 degrees a t the bottom of the h o l e , which 

would c a l c u l a t e 480 f e e t or so i n some unknown 

d i r e c t i o n from the s u r f a c e l o c a t i o n . 

Q. And so what c o u l d happen i f you d r i l l e d on 

the o l d d r i l l s i t e ? 

A. You j u s t don't know. You have two 

w e l l b o r e s down t h e r e . The chances — they say t h a t 

i t ' s u n l i k e l y t h a t you would, but i t c e r t a i n l y has 

happened b e f o r e and the chances of g e t t i n g i n t o one of 

th o s e two w e l l b o r e s would c e r t a i n l y be a 

c o n s i d e r a t i o n . 

Q. O b v i o u s l y , i f t h a t happened, t h a t would be 

a n e g a t i v e e f f e c t on the economics of t h i s w e l l ? 

A. C e r t a i n l y . 

Q. Would you move on to E x h i b i t s 11 and 12 and 
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d i s c u s s what they a r e and why th e y a r e produced? And 

t h e y ' r e both, f o r the r e c o r d , A u t h o r i t i e s For 

E x p e n d i t u r e . 

A. The o t h e r t h i n g we t r i e d t o look a t i n 

o r d e r t o d r i l l a s t a n d a r d l o c a t i o n was to 

d i r e c t i o n a l l y d r i l l from an approved a r c h e o l o g i c a l 

l o c a t i o n back i n t o a s t a n d a r d l o c a t i o n . So what I d i d 

was I looked a t the i n c r e m e n t a l c o s t s t h a t I f e l t t h a t 

would be. And b a s i c a l l y t o d r i l l -- our AFE f o r a 

s t r a i g h t w e l l would be about 700,000 v e r s u s 

a p p r o x i m a t e l y 861,000 f o r the d i r e c t i o n a l w e l l . I t ' s 

about $160,000 d i f f e r e n c e , which c o u l d s e v e r e l y impact 

the economics of the w e l l . 

Q. L e t ' s move on to E x h i b i t 13, and would you 

p l e a s e d i s c u s s what, i n Nearburg's o p i n i o n , i s 

n e c e s s a r y f o r a break-even p o i n t on a w e l l i n t h i s --

A. I r a n economics based on the p a r a m e t e r s 

t h a t a r e shown a t the bottom of t h i s page. And 

b a s i c a l l y t o get your DPW 10 to a z e r o v a l u e , or 10 

p e r c e n t i n t e r n a l r a t e of r e t u r n , t he minimum amount of 

b a r r e l s t h a t you'd have to r e c o v e r would be about 

78,000. 

Q. And of c o u r s e you don't want t o d r i l l f o r 

j u s t a break-even p o i n t ? 

A. No, t h a t would not be an a c c e p t a b l e r e t u r n 
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to Nearburg. 

Q. B e f o r e we move on, l e t ' s d i s c u s s a l i t t l e 

b i t about d r a i n a g e and something t h a t came up b e f o r e , 

and I ' l l r e f e r you to what has a l r e a d y been i n t r o d u c e d 

as E x h i b i t No. 8. I n your o p i n i o n , does Nearburg need 

to d r i l l a w e l l to p r o t e c t i t s e l f from d r a i n a g e of the 

o f f s e t t i n g Nearburg No. 2 and Conoco No. 11 w e l l s ? 

A. T h a t ' s my o p i n i o n , y e s . 

Q. Looking a t t h a t p r o d u c t i o n map, i n your 

o p i n i o n , have the two w e l l s I ' v e j u s t mentioned had 

the o p p o r t u n i t y to produce a f a i r s h a r e of t h e 

r e s e r v o i r ? 

A. I t h i n k w e ' l l show t h a t l a t e r , y e s . 

Q. And t h e r e has been some d i s c u s s i o n about 

why p r o d u c t i o n from w e l l s d i d n ' t e x a c t l y t r a c t , say, 

the t h i c k n e s s of the d o l o m i t e . And l o o k i n g a t , I 

t h i n k i t ' s t h e Nearburg No. 4 w e l l i n the southwest 

q u a r t e r - n o r t h w e s t q u a r t e r of S e c t i o n 31, which, as 

Mr. E l g e r s t a t e d , i s not as good of a w e l l as a couple 

of t h e w e l l s around i t , c o u l d you s t a t e f o r the r e c o r d 

what i n your o p i n i o n might be a f f e c t i n g i t ? 

A. Yes. One t h i n g i s t h a t we o r i g i n a l l y had 

t h a t w e l l on s u b m e r s i b l e pump. I t ' s one of the few 

w e l l s out t h e r e t h a t makes v e r y l i t t l e w a t e r . I t 

makes maybe a 3:1 o i l to water r a t h e r t han t h e o t h e r 
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way, l i k e some of them a r e . 

So we had a s u b m e r s i b l e pump i n t h e r e . And 

even r u n n i n g t he s m a l l e s t s u b m e r s i b l e pump, we were i n 

danger of m e c h a n i c a l l y b u r n i n g up t h a t pump. So we 

e l e c t e d t o put i t on beam pump. We've had a hard time 

pumping on beam pump. We've had l o t s of rod p a r t s and 

j u s t m e c h a n i c a l problems, t h a t t h a t w e l l ' s been down a 

l o t of the time, and t h a t a c c o u n t s f o r a l o t of the 

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

Q. And t h e r e were o f f s e t t i n g w e l l s completed 

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

c o r r e c t ? 

A. T h a t ' s t r u e . 

Q. Looking a t the Nearburg No. 2 w e l l -- which 

i s an e x c e l l e n t w e l l , i s n ' t i t ? 

A. T h a t ' s t r u e . 

Q. Although i t i s competing w i t h t he Conoco 

w e l l t o the n o r t h , t h e r e ' s r e a l l y n o t h i n g t o t h e south 

and e a s t of t h a t w e l l , even to the west of t h a t w e l l ; 

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

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

Q. So even though i t ' s got a t h i n n e r dolomite 

t h i c k n e s s , i t has l e s s c o m p e t i t i o n ? 

A. T h a t ' s t r u e . 

Q. Would you p l e a s e move on to what's been 
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marked E x h i b i t 14, Nearburg E x h i b i t 14, which i s 

s i m p l y a l a n d p l a t w i t h some c i r c l e s drawn on i t . 

Would you d i s c u s s the r e a s o n t h a t ' s b e i n g i n t r o d u c e d ? 

A. A l l t h a t i s , i t ' s j u s t a l a n d map, l i k e you 

s a i d , w i t h 4 0 - a c r e d r a i n a g e r a d i u s e s drawn on i t , j u s t 

on the assumption t h a t somebody wants to make t h a t 

assumption t h e s e w e l l s d r a i n 40 a c r e s . I t b a s i c a l l y 

shows t h a t t h e w e l l t h a t would be harmed the most 

would be t h e Dagger Draw 31 F e d e r a l No. 2. There 

r e a l l y s h o u l d be l i t t l e e f f e c t on the Dagger Draw 11 

and the P i n c u s h i o n No. 3 W e l l . 

Q. Why don't you move on to your E x h i b i t s 14A 

and 14B? And f o r the o t h e r a t t o r n e y s , 14A i s e n t i t l e d 

"Drainage C a l c u l a t i o n s , " and 14B i s a two-sheet 

e x h i b i t , l i s t i n g some d a t a on the Conoco Dagger Draw 

No. 11. 

Would you p l e a s e s t a t e what t h e s e e x h i b i t s 

d e t a i l , and then c o u l d you d i s c u s s whether or not a 

p e n a l t y s h o u l d be a s s e s s e d a g a i n s t Nearburg, as w e l l . 

A. B a s i c a l l y , what I t r i e d to do, the 

r e s e r v o i r q u a l i t y v a r i e s so much from w e l l b o r e to 

w e l l b o r e , i t ' s a f u n c t i o n of v u g u l a r p o r o s i t y , of 

f r a c t u r e s of d i f f e r e n t a r e a s . Even though you have a 

t h i c k d o l o m i t e , you c o u l d have a t h i n d o l o m i t e w i t h 

l o t s of vugs or a l a r g e f r a c t u r e , and you may have 
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h i g h p r o d u c t i v i t y i n t h a t w e l l . 

So I d i d n ' t f e e l and don't f e e l l i k e t h a t 

you c o u l d j u s t look a t each w e l l b o r e , e v a l u a t e t he 

l o g s , t a k e your r e s e r v o i r p a r a m e t e r s o f f of t h a t l o g , 

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

t h i n k i t v a r i e s out away from the w e l l b o r e too q u i c k l y 

and too d r a m a t i c a l l y . 

So what I d i d was I took t h e s i x w e l l s t h a t 

a r e r e a l l y i n q u e s t i o n i n t h i s h e a r i n g , i n t h i s 

g e n e r a l a r e a of the r e s e r v o i r , t he Nearburg Dagger 

Draw 31 F e d e r a l No. 1, No. 2, No. 4, the Conoco Dagger 

Draw No. 11, and the Y a t e s P i n c u s h i o n HM No. 1 and No. 

3 w e l l s , and I went through and I c a l c u l a t e d p o r o s i t y 

f e e t o f f of each of the l o g s , b a s i c a l l y . 

Then I went through and I j u s t took an 

average of what I f e l t l i k e per f e e t of pay, what the 

p o r o s i t y i n t h e w e l l b o r e s were, to come up w i t h an 

average p o r o s i t y f o r t h a t s e c t i o n of the r e s e r v o i r . 

The o t h e r t h i n g t h a t I d i d do, I d i d n ' t 

r e a d t h e p o r o s i t i e s d i r e c t l y o f f the l o g s . I r e a d t he 

lo g p o r o s i t i e s , and then based on an F.M.S., which i s 

an imaging type, i t ' s a r e s i s t i v i t y - t y p e imaging t o o l 

t h a t we r a n on our Dagger Draw No. 1, we saw on t h a t 

l o g , as Conoco had t e s t i f i e d i n p r e v i o u s h e a r i n g s i n 

t h e i r imaging-type l o g , we saw vugs and even some 
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f r a c t u r e s i n a r e a s of the w e l l b o r e t h a t showed no l o g 

p o r o s i t y whatsoever. 

So we f e l t , based on t h a t , we j u s t made the 

assumption t h a t the p o r o s i t y was p r o b a b l y a t l e a s t 

t w i c e as good as what i t was t h a t you r e a d o f f t h e 

s t a n d a r d w e l l l o g s . So we j u s t took the a c t u a l 

p o r o s i t y r e a d i n g s and doubled t h o s e to use i n our 

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

We j u s t d i v i d e d the average f e e t of pay. I 

came up w i t h 76. We used an average water s a t u r a t i o n 

of 50 p e r c e n t . We used t h a t average l o g p o r o s i t y of 

12.8 p e r c e n t . I c a l c u l a t e d a f o r m a t i o n volume f a c t o r 

of 1.52. And I used a r e c o v e r y f a c t o r of 30 p e r c e n t , 

which i s c e r t a i n l y the h i g h s i d e r e c o v e r y f a c t o r f o r 

t h i s t y pe of a r e s e r v o i r . 

I d i d t h a t s o l e l y i n d e p e n d e n t l y . And then 

going back and l o o k i n g a t some of the p r e v i o u s 

t e s t i m o n y t h a t Conoco had g i v e n back i n , I b e l i e v e i t 

was 1991--

Q. Regarding the Dagger Draw F i e l d ? 

A. -- r e g a r d i n g t h e Dagger Draw F i e l d , t h e y 

came up w i t h 75 f e e t of average pay. They used the 

same 50 p e r c e n t water s a t u r a t i o n . They had an average 

p o r o s i t y of 12 p e r c e n t . They used a f o r m a t i o n volume 

f a c t o r of 2.0 and the 30 p e r c e n t r e c o v e r y f a c t o r . So 
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I f e l t l i k e t h i s area, i t t i e d p r e t t y w e l l with the 

sta y s t h a t they'd done north of here. 

So based on those average r e s e r v o i r 

parameters, we looked at what the cumulative 

production. As of 1-1-93 from the Conoco Dagger Draw 

11, i t was 315,849 b a r r e l s . I f you use these average 

r e s e r v o i r parameters, you c a l c u l a t e a drainage as of 

that time of approximately 42 acres that i t drained as 

of that time. 

We pro j e c t e d that w e l l on to i t s economic 

l i m i t , and we c a l c u l a t e d the ultimate recovery would 

be 925,457 b a r r e l s of o i l , with the w e l l s t h a t are 

d r i l l e d r i g h t now competing for the r e s e r v e s , and that 

would be an estimated ultimate drainage of 

approximately 124 a c r e s . 

We a l s o looked at the Nearburg Dagger Draw 

No. 2, which had cumulative production as of 1-1-93 of 

305,047 b a r r e l s , and that estimated drainage as of 

1-1-93 would be 41 a c r e s . We pro j e c t e d our ultimate 

recovery for that w e l l would be 553,313 b a r r e l s of 

o i l , which would be an ultimate drainage of 74 a c r e s . 

Q. What, i n your opinion, w i l l occur i f 

Nearburg i s not allowed to d r i l l a w e l l i n the east 

h a l f northwest quarter of Section 31? 

A. I n my opinion, the Conoco w e l l and the 
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Nearburg w e l l w i l l d r a i n t h o s e r e s e r v e s . 

Q. I n your o p i n i o n , w i l l t h a t a d v e r s e l y a f f e c t 

Nearburg's c o r r e l a t i v e r i g h t s i n the n o r t h w e s t q u a r t e r 

of S e c t i o n 31? 

A. I b e l i e v e i t would. 

Q. Were E x h i b i t s 10 through 14B p r e p a r e d by 

you or under your d i r e c t i o n ? 

A. Yes, they were. 

Q. I n your o p i n i o n , s h o u l d Nearburg's 

a p p l i c a t i o n be g r a n t e d , g r a n t i n g t he unorthodox 

l o c a t i o n w i t h o u t a p e n a l t y ? 

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

Q. I n your o p i n i o n , i s the g r a n t i n g of t h i s 

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

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. 

MR. BRUCE: Mr. Examiner, I move t h e 

a d m i s s i o n of Nearburg E x h i b i t s 10 through 14B. 

EXAMINER CATANACH: E x h i b i t s 10 through 14B 

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

Mr. K e l l a h i n ? 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. MacDonald, on E x h i b i t 14B, t h e second 
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column from t he r i g h t s a y s " A d j u s t e d (Two Times 

P o r o s i t y ) " ? 

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

Q. What's t h a t based on? 

A. T h a t ' s based on our F.M.S. l o g we r a n on 

the Nearburg Dagger Draw 31 F e d e r a l No. 1, showing 

p o r o s i t y i n a r e a s where c o n v e n t i o n a l l o g s r e a d no 

poros i t y . 

Q. So what's t he b a s i s f o r two t i m e s ? 

A. That was j u s t an assumption t h a t I made, 

t h a t I f e l t l i k e i t was pro b a b l y two ti m e s g r e a t e r . 

I t a l s o f i t w i t h some of the r e a s o n a b l e d r a i n a g e 

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

Q. So what you do i s , t h e t h i r d column from 

the l e f t , i t s a y s , "Log P o r o s i t y .055"? 

A. R i g h t . 

Q. By the time we get to t h e a d j u s t e d 

p o r o s i t y , what you're doing i s d o u b l i n g t h a t ? 

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

Q. Why wasn't i t t h r e e t i m e s as opposed t o two 

t i m e s ? 

A. Because I f e l t two t i m e s , i n my o p i n i o n , 

was a r e a s o n a b l e assumption t o make. 

Q. And why d i d you do two t i m e s ? 

A. Mainly, because t he d r a i n a g e r a d i u s e s t h a t 
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I c a l c u l a t e d came out somewhere between t h e 40 and 100 

or so, and I used t h a t number. That gave me some 

comfort l e v e l t h a t i t was much more r e a s o n a b l e . I f 

you use t h e l o g p o r o s i t i e s o f f t h e l o g s , you c a l c u l a t e 

huge d r a i n a g e r a d i u s e s which a r e n ' t p r a c t i c a l w i t h t he 

r e c o v e r y t h a t ' s been r e c o v e r e d from t h e r e s e r v o i r . 

Q. I f you use l o g p o r o s i t y , then u s i n g your 

v o l u m e t r i c s , you had a wider d r a i n a g e p a t t e r n f o r 

t h e s e w e l l s ? 

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

Q. And by d o u b l i n g t he t h i c k n e s s or the 

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

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

Q. And the b a s i s f o r d o u b l i n g t o s h r i n k the 

d r a i n a g e r a d i u s was what, s i r ? 

A. Was the f a c t t h a t we see p o r o s i t y on an 

i m a g i n i n g - t y p e l o g where no p o r o s i t y i s seen on the 

c o n v e n t i o n a l l o g s . C o n v e n t i o n a l l o g s o f t e n a r e not 

good i n d i c a t o r s of f r a c t u r e p o r o s i t y , and even some 

v u g u l a r p o r o s i t y . 

Q. On the l o g p o r o s i t y p o r t i o n of the 

i n f o r m a t i o n , what a r e you u s i n g f o r a p o r o s i t y c u t o f f ? 

A. I used anywhere where t h e r e was any 

p o r o s i t y a l l over z e r o . 

Q. So t h e r e wasn't a c u t o f f . You went a l l the 
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way down to zero on the log? 

A. I went a l l the way to z e r o . 

Q. Have you t r i e d t o make an e n g i n e e r i n g 

c a l c u l a t i o n t o show what the d r a i n a g e r a d i u s w i l l be 

f o r a w e l l a t the proposed nonstandard l o c a t i o n , i f 

i t ' s approved? 

A. No, I have not. 

Q. Have you made e s t i m a t e s of a n t i c i p a t e d 

u l t i m a t e r e c o v e r y from your w e l l a t the proposed 

nonstandard l o c a t i o n ? 

A. No, I have not. 

Q. Have you made any e n g i n e e r i n g c a l c u l a t i o n s 

of what the u l t i m a t e r e c o v e r y would be i f you were a t 

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

A. No, I have not. 

Q. Do you know what the d r a i n a g e r a d i u s would 

be f o r a w e l l a t the c l o s e s t s t a n d a r d l o c a t i o n ? 

A. I t would be a f u n c t i o n of d r a i n a g e from the 

o t h e r w e l l s , and u n t i l we d r i l l t h e w e l l s , s e e what 

the bottom h o l e p r e s s u r e s were a t , I t h i n k t h a t would 

be v e r y d i f f i c u l t t o determine. 

Q. You're moving 50 p e r c e n t c l o s e r to the 

n o r t h boundary of your s p a c i n g u n i t than would be 

s t a n d a r d ? 

A. T h a t ' s c o r r e c t . 
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Q. And y e t you a r e not recommending a p e n a l t y 

f o r your w e l l ? 

A. No. My c a l c u l a t i o n s show me t h a t t he 

Conoco w e l l and the Nearburg w e l l have both b a s i c a l l y 

d r a i n e d t h e i r 40 a c r e s a l r e a d y , and the P i n c u s h i o n 

w e l l i s such a low q u a l i t y , I t h i n k i t w i l l have 

l i t t l e e f f e c t on t h a t w e l l . 

Q. I u n d e r s t a n d your t e s t i m o n y about not 

a t t e m p t i n g a r e e n t r y of the Kathy E y r e No. 1 w e l l , but 

you propose t o r e d r i l l , i f you w i l l , by s t e p p i n g o f f 

330 from t h a t w e l l , and r e p l a c i n g i t w i t h t h i s new 

proposed w e l l ; y e s ? 

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

Q. Okay. E x c l u d i n g g e o l o g i c r e a s o n s , what i s 

the minimum e n g i n e e r i n g d i s t a n c e f o r which you want to 

s t e p out away from the e x i s t i n g Kathy E y r e No. 1 w e l l 

i n o r d e r t o attempt a rep l a c e m e n t w e l l ? 

A. I t ' s hard t o say. I c a l c u l a t e d t h a t t h e 

bottom h o l e l o c a t i o n c o u l d be c l o s e to 500 f e e t away 

from t h e s u r f a c e l o c a t i o n , a t the w o r s t c a s e . So I ' d 

l i k e -- you'd c o n c e i v a b l y l i k e t o be a t l e a s t t h a t 

f a r . 

Q. But you're not t h a t d i s t a n c e a t t h i s p o i n t , 

a r e you? 

A. I t h i n k we a r e because we're a l s o moving 
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west and n o r t h . 

Q. You're only 330 from t h e s u r f a c e l o c a t i o n 

of t he Kathy E y r e w e l l w i t h t h i s r e p l a c e m e n t w e l l ? 

Yes? 

A. I f you say so, t h a t ' s p r o b a b l y c o r r e c t . 

Q. No, I'm a s k i n g you. 

A. I don't know. I need a map. 

Q. The Kathy E y r e Well i s what l o c a t i o n , s i r ? 

A. I t ' s 1980-660, I b e l i e v e . 

Q. To r e p e a t m y s e l f , what i s the e n g i n e e r i n g 

d i s t a n c e t h a t you're c o m f o r t a b l e w i t h i n d r i l l i n g an 

o f f s e t t o the Kathy E y r e w e l l ? 

A. O p t i m a l l y , I ' d l i k e to be 400 to 500 f e e t . 

Q. Yeah. What's the minimum d i s t a n c e ? 

A. T h a t ' s hard t o say, a t l e a s t a couple 

hundred f e e t . 

Q. Can you g i v e us an example of any 

nonstandard l o c a t i o n s i n t h i s immediate v i c i n i t y t h a t 

have been approved by the D i v i s i o n ? 

A. I'm not aware of any. 

Q. These w e l l s i n t h i s a r e a a r e d r i l l e d a t 

s t a n d a r d l o c a t i o n s , a r e n ' t t h e y ? 

A. To my knowledge. 

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

EXAMINATION 
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BY MR. CARROLL: 

Q. How long have you been a p r a c t i c i n g 

e n g i n e e r , Mr. MacDonald? 

A. Oh, 13 y e a r s . 

Q. T h i r t e e n y e a r s ? How long have you been --

what's t h e l e n g t h of time t h a t you've had e x p e r i e n c e 

out h e r e i n the Dagger Draw i n the s o u t h e a s t e r n New 

Mexico a r e a ? 

A. S i n c e we d r i l l e d our f i r s t w e l l , which was 

-- w e l l , we looked a t i t b e f o r e , p r o b a b l y 1988 or so 

and some. 

Q. About f i v e y e a r s ? You've been w i t h 

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

A. Longer than t h a t . 

Q. But t h a t ' s when you f i r s t got e x p e r i e n c e i n 

t h i s . Your e x p e r i e n c e i n t h a t a r e a has been c o n f i n e d 

to d r i l l i n g Nearburg w e l l s ; i s t h a t c o r r e c t ? 

A. We've looked a t a l l t he w e l l s i n the a r e a 

i n our s t u d i e s b e f o r e we got i n t o t he p l a y , but my 

hands-on e x p e r i e n c e has been w i t h our w e l l s . 

Q. How long have you been p e r f o r m i n g r e s e r v o i r 

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

A. A l l of my c a r e e r . 

Q. When you were t a l k i n g -- and j u s t t o f o l l o w 

i t up, and I got confused a l i t t l e b i t when you were 
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t a l k i n g with Mr. K e l l a h i n -- when you were saying that 

the p o s s i b l e area of in f l u e n c e where you might f i n d 

the bottom of the Kathy Eyre, and you were t a l k i n g 

throughout maybe 400 or 500 f e e t , you're t a l k i n g about 

the c i r c l e with a radius or a diameter of 500 f e e t , 

are you not? 

A. That's -- the radius would be that much. 

Q. So you're saying a diameter of 1,000 f e e t , 

t h a t you might in q u i r e ? 

A. I b e l i e v e t h a t ' s c o r r e c t . 

Q. Your E x h i b i t 14, I b e l i e v e you s a i d i t was 

your opinion that Nearburg needs to be allowed to 

d r i l l t h i s w e l l at t h i s l a t e date at an unorthodox 

l o c a t i o n to protect i t s acreage from drainage from the 

three w e l l s t h a t o f f s e t i t to the north, the 

northeast, and then to the e a s t ; i s that c o r r e c t ? And 

t h a t ' s r e a l l y kind of the import of these l i t t l e 

c i r c l e s that you drew on E x h i b i t 14? 

A. More or l e s s . 

Q. A l l r i g h t . And the b a s i c assumption with 

these c i r c l e s i s that these w e l l s are going to have a 

drainage impact of approximately 40 a c r e s ; i s t h a t 

c o r r e c t ? 

A. No. R e a l l y the purpose of tha t drawing was 

j u s t to show i f you made that 40-acre assumption, what 
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the d r a i n a g e r a d i u s e s c o u l d be. 

Q. With r e s p e c t to the w e l l to the n o r t h and 

e a s t , you s a i d i t would only a f f e c t i t j u s t a l i t t l e , 

t h e r e would j u s t be a l i t t l e d r a i n a g e , and I guess you 

make t h a t assumption because t h e c i r c l e t h a t you drew 

around t h e proposed l o c a t i o n j u s t c u t s t h e southwest 

q u a r t e r of t h a t p r o r a t i o n u n i t ; i s t h a t c o r r e c t ? 

A. That would be based on i f t h a t w e l l d r a i n e d 

40 a c r e s . 

Q. Could you t e l l me how much i s a l i t t l e , 

what c a l c u l a t i o n , what number you put, what v a l u e you 

put on a l i t t l e ? 

A. Not based on t h a t e x h i b i t , no. 

Q. Have you done a c a l c u l a t i o n or any 

c a l c u l a t i o n such as t h a t ? 

A. U s i n g our average r e s e r v o i r p a r a m e t e r s 

c a l c u l a t i o n , I t h i n k I came up w i t h a maximum t h a t 

t h a t w e l l -- i f you j u s t used the p a r a m e t e r s from the 

l o g o f f of t h a t w e l l , then i t would u l t i m a t e l y d r a i n 

about 47 a c r e s . I f you used the average r e s e r v o i r 

p a r a m e t e r s , they were too low. They r a n i n the 11 to 

2 0 - a c r e range, which was p r o b a b l y u n r e a l i s t i c , but i t 

means t h a t t h a t r e s e r v o i r p r o b a b l y improves away from 

the w e l l b o r e . 

Q. Have you ever t r i e d to c a l c u l a t e t h a t i n t o 
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b a r r e l s of o i l or a n y t h i n g such as t h a t ? 

A. No, I have not. 

Q. L e t me ask you a q u e s t i o n , k i n d of b r e a k i n g 

out of my t r a i n of thought h e r e , but I see a note on 

my paper. Why have you de s i g n e d t he pad to be 400 by 

400? T h a t ' s a f a i r l y l a r g e pad. I s t h e r e some r e a s o n 

f o r t h a t , c o u l d you t e l l u s? 

A. T h a t ' s the pad t h a t t he d r i l l i n g c o n t r a c t o r 

f o r t h o s e s i z e r i g s g e n e r a l l y b u i l d , need t o use. 

Q. T h a t ' s t he onl y r e a s o n t h a t you're b u i l d i n g 

one t h a t l a r g e ? 

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

Q. Do you know i f i t c o u l d be shrunk down? 

A. I t ' s p o s s i b l e t h a t i t c o u l d i n c e r t a i n --

yeah. 

Q. L e t me t a l k to you about t he concept of 

c o r r e l a t i v e r i g h t s . The way I u n d e r s t a n d t he import 

of your t e s t i m o n y i s t h a t when you were t a l k i n g about 

the f a c t t h a t t h e s e o t h e r w e l l s would d r a i n t h e i r 

s p h e re of i n f l u e n c e , t h i s 40 a c r e s , a r e you s a y i n g or 

i n t e r p r e t i n g t h e concept of c o r r e l a t i v e r i g h t s i s 

t h a t , i f someone w a i t s f o r a y e a r , two y e a r s , t h r e e 

y e a r s or l a t e r t o d r i l l a w e l l , t h a t t h e y s h o u l d , by 

v i r t u e of t h e f a c t t h a t they a r e d r i l l i n g a w e l l t h r e e 

or f o u r y e a r s l a t e r , they s h o u l d be a l l o w e d t o d r i l l 
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c l o s e r t o the edge of t h e i r p r o r a t i o n u n i t t o o f f s e t 

the d r a i n a g e of o t h e r e a r l i e r d r i l l e d w e l l s ? I s t h a t 

your concept of c o r r e l a t i v e r i g h t s ? 

A. My concept, my u n d e r s t a n d i n g of c o r r e l a t i v e 

r i g h t s , i s t h a t i t a f f o r d s t h e owner the o p p o r t u n i t y 

to d r a i n t h e r e s e r v e s under h i s p r o r a t i o n u n i t , h i s 

a c r e a g e . 

Q. Does your concept of c o r r e l a t i v e r i g h t s 

a l l o w f o r some s o r t of p e n a l i z i n g of p e r s o n s who go 

out and t a k e the r i s k and prove up a f i e l d e a r l i e r , 

because t h a t ' s — I mean, Nearburg, or whoever owned 

t h a t a c r e a g e , c o u l d have d r i l l e d a w e l l up t h e r e i n 

t h a t c o r n e r a t the same time any one of t h e s e o t h e r 

t h r e e w e l l s were d r i l l e d ? 

A. No, i t doesn't. But, i n my o p i n i o n , i t 

doesn't g i v e somebody e l s e t h e -- i t doesn't g i v e them 

the r i g h t t o go i n and d r a i n somebody e l s e ' s a c r e a g e 

e i t h e r . I t g i v e s them the r i g h t t o d r a i n t h e r e s e r v e s 

under t h e i r p r o r a t i o n u n i t . 

Q. But you w i l l agree w i t h me t h a t whoever 

owned t h a t a c r e a g e always had the r i g h t t o go out 

t h e r e and d r i l l a w e l l up t h e r e i n t h e a r e a where 

you're p r o p o s i n g the l o c a t i o n ? 

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

Q. They had the eq u a l r i g h t a t a l l t i m e s ? 
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A. That's c o r r e c t . 

Q. Have you considered -- the two e a r l i e r 

w e l l s t h a t were d r i l l e d by Nearburg, do they d r a i n any 

o i l o ff of t h e i r p r o r a t i o n u n i t ? 

A. Which w e l l s ? 

Q. Well, the other ones up there i n the 

northwest quarter. I think i t was the No. 1, 31, No. 

1. W i l l t h a t w e l l d r a i n o i l off of i t s p r o r a t i o n 

u n i t ? 

A. I'm not sure. I've done those 

c a l c u l a t i o n s , but I don't have them with me. 

Q. I f you're not sure that that w e l l w i l l 

d r a i n o i l off i t s pr o r a t i o n u n i t , why are you so sure 

t h a t the other three w e l l s o f f s e t t i n g t h i s proposed 

l o c a t i o n are going to dr a i n o i l off of Nearburg? 

A. I j u s t remember that they are because I 

have j u s t worked on those j u s t r e c e n t l y , and I have 

the numbers i n fron t of me. 

Q. I see. I s n ' t i t l i k e l y i f those three 

w e l l s would dr a i n o i l off of t h e i r p r o r a t i o n u n i t , 

Nearburg's w e l l s are going d r a i n o i l j u s t l i k e anybody 

e l s e ' s w e l l s ? 

A. I t r e a l l y depends on the t h i c k n e s s and the 

po r o s i t y that I j u s t c a l c u l a t e d from those w e l l s . 

Q. And I assume you've not ever c a l c u l a t e d any 
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of that for Nearburg's w e l l s ? 

A. Yes, we have. I j u s t don't r e c a l l the 

numbers. 

Q. But then you w i l l agree with me that you 

have seen examples where Nearburg's w e l l s are dra i n i n g 

o i l o ff of other pror a t i o n u n i t s ? 

A. The Dagger Draw No. 2 i s an example of 

tha t . 

Q. Any other w e l l ? 

A. That's the only one that I have the numbers 

in f r o n t of me. 

Q. Has Nearburg considered d r i l l i n g a 

d i r e c t i o n a l w e l l at t h i s nonstandard l o c a t i o n to 

bottom w i t h i n the standard l o c a t i o n ? 

A. That's what the two AFE's were for that we 

presented. I think they were E x h i b i t s 11 and 12. 

Q. To d r i l l a d i r e c t i o n a l w e l l and bottom i t 

back i n at a standard l o c a t i o n ? 

A. Um-hm. 

Q. Why has Nearburg not chosen tha t route? 

A. We f e l t l i k e the cost — i t was $160,000, 

and we estimated more of cost to do t h a t . 

Q. And t h a t ' s the only reason why, i s j u s t 

there was some a d d i t i o n a l cost? 

A. That and the concern of g e t t i n g into the 
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o t h e r two w e l l b o r e s i s a l s o a c o n c e r n . 

Q. You w i l l agree w i t h me t h a t t h e r e a r e 

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

t h a t you have c a l c u l a t e d f o r the o l d Kathy E y r e w e l l , 

would you not? 

A. Say t h a t a g a i n . 

Q. You w i l l agree w i t h me t h a t t h e r e a r e some 

s t a n d a r d l o c a t i o n s where you can bottom a d i r e c t i o n a l 

w e l l o u t s i d e of t h a t sphere of i n f l u e n c e s t i l l l e f t on 

your a c r e a g e ? 

A. That w e l l i s d r i l l e d a t t h e s t a n d a r d 

l o c a t i o n , i s i t not? 

Q. But t h e r e a r e o t h e r -- t h e r e would be ot h e r 

l o c a t i o n s t h a t would be s t a n d a r d or would not c a l l f o r 

an unorthodox e x c e p t i o n from the OCD where you c o u l d 

put t h a t w e l l or bottom? 

A. I t would be l e s s g e o l o g i c a l l y f a v o r a b l e , 

but t h e r e a r e . 

Q. Based on the t e s t i m o n y t h a t Mr. E l g e r 

p r e s e n t e d ; 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. L e t me ask you when you were — f i r s t of 

a l l , your your E x h i b i t -- and I'm not s u r e --

MR. BRUCE: 14A. 

MR. CARROLL: 14A? Okay. 
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Q. I f you would look at -- i f you've got 14A 

before you, l e t ' s f i r s t t a l k about average water 

s a t u r a t i o n . I f the average water s a t u r a t i o n were i n 

f a c t a c t u a l l y higher, l i k e 75 percent, the e f f e c t of 

your averaging i t as low as 50, would that not have 

the ultimate e f f e c t on your drainage area -- i t would 

be, by lowering the water s a t u r a t i o n , you are i n f a c t 

reducing the area of in f l u e n c e of drainage, are you 

not? 

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

Q. And on average p o r o s i t y , i f you i n c r e a s e i t 

-- l e t ' s say i f the average p o r o s i t y was a c t u a l l y 

l i k e 7 or 8 percent, the f a c t that you have r a i s e d or 

used a higher average p o r o s i t y , t h a t would a l s o 

l i k e w i s e reduce the area of drainage, would i t not? 

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

Q. And on t h i s recovery f a c t o r , i f you use a 

30 percent -- and as you s a i d , i t was on the high side 

— i f i t were i n f a c t much lower, by using the higher 

number, you again have reduced the area of drainage, 

have you not? 

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

Q. Have you looked at when you were going 

out here and making these assumptions, did you look at 

any a c t u a l core data? 
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A. No. We d i d n ' t have any c o r e d a t a a v a i l a b l e 

to us. 

Q. Did you ev e r t r y to o b t a i n c o r e d a t a from 

any of t h e o t h e r o p e r a t o r s t h a t might have i t ? 

A. No, we d i d not. 

Q. You know c o r e d a t a e x i s t s out t h e r e , do you 

not? 

A. I b e l i e v e i t does. 

Q. And the use of co r e d a t a t o determine t he 

a c t u a l p o r o s i t i e s would be the b e t t e r or more 

s c i e n t i f i c way of c a l c u l a t i n g what t he p o r o s i t y i s , 

wouldn't you agre e ? 

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

Q. Now, you s a i d t h a t t h e s e numbers, t h e s e 

average numbers, the 76, 50 p e r c e n t , 12.8, t h a t t h e y 

were a c t u a l l y c a l c u l a t e d . Did you c a l c u l a t e each one 

of t h e s e t h i n g s f o r ev e r y one of t h e s e s i x w e l l s and 

then average i t to come up w i t h t h e s e numbers? 

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

Q. Did you b r i n g t h a t data w i t h you? 

A. I d i d not. 

MR. CARROLL: T h a t ' s a l l I have, Mr. 

Examiner. 

EXAMINER CATANACH: I don't have a n y t h i n g 

f u r t h e r f o r t h i s w i t n e s s . 
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MR. BRUCE: I j u s t have a c o u p l e of 

fo l l o w - u p q u e s t i o n s . 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. Mr. MacDonald, g e t t i n g t o Mr. C a r r o l l ' s 

q u e s t i o n about, a p p a r e n t l y about t i m e l y d r i l l i n g , what 

has been t he procedure i n t h i s pool as f a r as d r i l l i n g 

w e l l s ? Has i t been j u s t t o d r i l l w e l l s or to d r i l l to 

meet a l l o w a b l e ? 

A. G e n e r a l l y -- i t depends on the o p e r a t o r . 

We g e n e r a l l y , a company our s i z e , we d r i l l t o meet 

a l l o w a b l e . 

Q. So i f t h e r e ' s two w e l l s on a u n i t t h a t a r e 

c a p a b l e of meeting a l l o w a b l e , t h e r e ' s r e a l l y no need 

to d r i l l a t h i r d , i n your o p i n i o n ? 

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

Q. Now, i n the nor t h w e s t q u a r t e r , were the 

No. 1 and No. 4 Dagger Draw w e l l s i n t h e west h a l f of 

the n o r t h w e s t q u a r t e r of S e c t i o n 31 c a p a b l e of meeting 

a l l o w a b l e f o r q u i t e some time? 

A. For a p e r i o d of time, th e y were. 

Q. So Nearburg j u s t h a s n ' t been s i t t i n g t h e r e , 

w a i t i n g f o r t h i s to happen; i t ' s j u s t f o l l o w i n g good 

p r a c t i c e ? 

A. Not f o r the f u l l p e r i o d . 
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Q. As f a r as the d i s t a n c e away, the proposed 

d i s t a n c e -- the d i s t a n c e from t he proposed w e l l to the 

Hanks w e l l , j u s t moving from t he Hanks t o t h e proposed 

w e l l , i s 480 f e e t t o t h e e a s t ; r i g h t ? 

A. Okay. 

Q. P l u s 330 f e e t from the n o r t h ; i s t h a t 

c o r r e c t ? 

A. R i g h t . 

Q. So i t ' s somewhere i n e x c e s s of 500 f e e t 

d i f f e r e n c e ? 

A. I haven't done the c a l c u l a t i o n , but I would 

t h i n k so. 

Q. So t h e r e ' s no gu a r a n t e e , but i t does h e l p 

to get away from t h a t Hanks w e l l b o r e t h a t you don't 

want to get ne a r ? 

A. T h a t ' s t r u e . 

Q. Now, as f a r as d i r e c t i o n a l d r i l l i n g , 

b e s i d e s t he f a c t , as you a l r e a d y mentioned, t he 

a d d i t i o n a l c o s t , c a n ' t t h e r e a l s o be a d d i t i o n a l c o s t 

i n v o l v e d or problems i n v o l v e d when you pump one of 

t h e s e w e l l s ? 

A. Yes, s i r , t h e r e can be, e s p e c i a l l y i f you 

end up going t o a rod pump or a beam pump, and you 

have t o run rods i n t h e w e l l , a t some p o i n t i n time i t 

d e p l e t e s down to t h a t p o i n t , you can have c o n s i d e r a b l e 
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problems w i t h i t d i r e c t i o n a l l y . 

Q. And t h a t can add to not o n l y the w e l l c o s t 

but the w e l l o p e r a t i n g c o s t ? 

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

Q. Once a g a i n , a d v e r s e l y a f f e c t i n g the 

economics? 

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

Q. And, f i n a l l y , on your E x h i b i t 14B, where 

you were q u e s t i o n e d about the a d j u s t e d p o r o s i t y , i s 

t h a t i n c o n s i s t e n t w i t h what, say, Conoco used a t i t s 

Dagger Draw h e a r i n g ? 

A. No, Conoco used 12 p e r c e n t . So t h a t was 

p r o b a b l y c o n s e r v a t i v e . That was based on t h e i r energy 

type, t h e i r c i v i l type l o g , which i s a b e t t e r t o o l 

than the FME; so i t g e t s b e t t e r coverage of the 

w e l l b o r e ; so t h e y can see more vugs and f r a c t u r e s . 

Q. But t h a t wouldn't be a t a l l i n c o n s i s t e n t 

w i t h t h e s e numbers you put down f o r t h e i r No. 11 w e l l , 

would i t ? 

A. No, i t wouldn't. 

Q. Once a g a i n , t h a t w e l l , as w e l l as the 

Nearburg No. 2 w e l l , t h e y ' v e a l r e a d y p a i d out, haven't 

t h e y ? 

A. Yes, they have. 

Q. S e v e r a l t i m e s over, p e r h a p s ? 
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A. I'm not s u r e how many t i m e s , but th e y ' v e 

c e r t a i n l y p a i d out. 

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

EXAMINER CATANACH: T h i s w i t n e s s may be 

excused? 

MR. BRUCE: I have no f u r t h e r d i r e c t 

t e s t i m o n y . 

EXAMINER CATANACH: Tom and E r n i e , how long 

do you t h i n k you're going to be? 

MR. KELLAHIN: At l e a s t an hour. 

EXAMINER CATANACH: I s t h a t an hour D i r e c t , 

Tom? 

MR. KELLAHIN: Yes, s i r . 

MR. CARROLL: I propose t o go a f t e r Tom 

because — and we w i l l t r y to l i m i t o u r s e l v e s t o j u s t 

f i l l i n g i n the c h i n k s . I don't a n t i c i p a t e -- I 

a n t i c i p a t e maybe 10 to 15, c l o s e r t o 10 on my 

g e o l o g i c a l w i t n e s s , and I t h i n k Mr. Boneau can handle 

15 t o 20. So I'm going t o be h a l f , and I ' l l t r y t o 

hol d m y s e l f t o t h a t . 

We don't propose t o cover t h e same ground 

t w i c e . We a r e v e r y c l o s e i n our i n t e r p r e t a t i o n s , and 

we j u s t want t o s t r e s s t h a t and why. 

EXAMINER CATANACH: L e t ' s go ahead and t a k e 

a l u n c h . W e 'll meet back here a t one o ' c l o c k . 
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(Thereupon, t he noon r e c e s s was ta k e n . ) 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l 

t he h e a r i n g back t o orde r and t u r n i t over to Tom. 

MR. KELLAHIN: Mr. Examiner, a t t h i s time 

I ' d c a l l Mr. B i l l H a r d i e . Mr. H a r d i e i s a petroleum 

g e o l o g i s t w i t h Conoco, I n c . 

B I L L HARDIE, 

the w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

upon h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. For the r e c o r d , Mr. H a r d i e , would you 

p l e a s e s t a t e your name and o c c u p a t i o n . 

A. My name i s B i l l H a r d i e . I'm a g e o l o g i s t 

w i t h Conoco, I n c . 

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

e x p e r t petroleum g e o l o g i s t b e f o r e t he D i v i s i o n ? 

A. Yes, I have. 

Q. Summarize f o r us what has been your 

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

e v a l u a t i o n s i n the Dagger Draw a r e a . 

A. I s t a r t e d working Dagger Draw a t about the 

same time I s t a r t e d working f o r Conoco, i n 1990, and 

t h a t ' s been my pri m a r y r o l e s i n c e t h a t t i m e . I was 

doing r e s e r v o i r e v a l u a t i o n s and p r o p o s i n g d r i l l i n g 
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l o c a t i o n s t o g e t h e r w i t h a team of e n g i n e e r s . 

Q. E s t i m a t e f o r us the number of w e l l s t h a t 

a r e under your c o n t r o l and s u p e r v i s i o n on b e h a l f of 

your company i n the North Dagger Draw and South Dagger 

Draw a r e a . 

A. I t would be a p p r o x i m a t e l y 30 to d a t e . 

Q. For the l a s t two and a h a l f y e a r s , Dagger 

Draw has been your p r i m a r y r e s p o n s i b i l i t y as a 

g e o l o g i s t ? 

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

Q. Have you made a s p e c i f i c s t u dy of the 

geology around the Nearburg a p p l i c a t i o n f o r the 

nonstandard l o c a t i o n t h a t ' s t h e t o p i c of t h i s c a s e ? 

A. Yes, I have. 

MR. KELLAHIN: We t e n d e r Mr. H a r d i e as an 

e x p e r t petroleum g e o l o g i s t . 

EXAMINER CATANACH: Mr. H a r d i e i s so 

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) Mr. H a r d i e , l e t me have 

you t u r n , s i r , t o what i s marked as Conoco E x h i b i t 

No. 1. I d e n t i f y and d e s c r i b e f o r us t h i s d i s p l a y . 

A. E x h i b i t 1 i s a l a n d p l a t t h a t shows a l l of 

S e c t i o n 31 and the proposed unorthodox l o c a t i o n , as 

w e l l as some of the a d j a c e n t a c r e a g e t h a t i s be i n g 

a f f e c t e d by the proposed l o c a t i o n . 
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The s o l i d y e l l o w s h a d i n g on t h i s map 

i n d i c a t e s t h a t Conoco o p e r a t e s the a c r e a g e , and the 

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

proposed l o c a t i o n . Conoco has about a 61 p e r c e n t 

working i n t e r e s t i n t h a t a c r e a g e . 

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

Conoco has a working i n t e r e s t but does not o p e r a t e . 

Conoco has a 27-1/2 p e r c e n t working i n t e r e s t i n t h e 

ac r e a g e l y i n g n o r t h of the proposed l o c a t i o n and 

s h a r e s a 50 p e r c e n t working i n t e r e s t w i t h Y a t e s 

Petroleum i n t h e ac r e a g e l y i n g to t h e e a s t of the 

proposed unorthodox l o c a t i o n . 

A l s o shown i s the proposed unorthodox 

l o c a t i o n w i t h t h e r e d c i r c l e , and then i n t h e green 

s h a d i n g I ' v e shown the orthodox l o c a t i o n window t h a t 

i s a v a i l a b l e t o Nearburg t o d r i l l t h e n e a r e s t orthodox 

w e l l s . 

I would p o i n t out t h a t t he Kathy E y r e w e l l 

l i e s i n the n o r t h e a s t e r n c o r n e r of t h a t orthodox 

l o c a t i o n window. 

Q. Based upon your s t u d i e s , do you have a 

c o n c l u s i o n c o n c e r n i n g whether or not t h e r e i s 

a v a i l a b l e t o Nearburg a s t a n d a r d l o c a t i o n i n the 

no r t h w e s t q u a r t e r t h a t w i l l meet the t o p o g r a p h i c or 

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

l o c a t i o n ? 

A. Yes. I ' v e p r e p a r e d s e v e r a l e x h i b i t s t h a t 

w i l l demonstrate t h a t t h e r e a r e a number of a v a i l a b l e 

orthodox 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 , t h a t t h e r e 

a r e no t o p o g r a p h i c nor g e o l o g i c c o n s t r a i n t s upon t h o s e 

l o c a t i o n s . 

Q. What i s your u l t i m a t e c o n c l u s i o n and 

recommendation t o the examiner about Nearburg's 

a p p l i c a t i o n i n t h i s c a s e ? 

A. Conoco and m y s e l f f e e l t h a t t h e a p p l i c a t i o n 

s h o u l d be d e n i e d . S i n c e t h e r e a r e no v a l i d 

t o p o g r a p h i c nor g e o l o g i c r e a s o n s f o r d r i l l i n g 

unorthodox, and t h e r e a r e a v a i l a b l e orthodox l o c a t i o n s 

which can be developed e c o n o m i c a l l y , we f e e l t h a t we 

sh o u l d recommend t h a t t he OCD deny t h e a p p l i c a t i o n f o r 

an unorthodox l o c a t i o n . 

Q. Are t h e r e any nonstandard l o c a t i o n s f o r 

w e l l s c u r r e n t l y p roducing from t he North Dagger Draw 

Pool t h a t a r e shown on E x h i b i t No. 1? 

A. There a r e none t h a t I know of. 

Q. W i t h i n t he p r o r a t i o n and s p a c i n g u n i t 

c o n s i s t i n g of the northw e s t c o r n e r of 31, what i s the 

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

A. There a r e -- of the pr o d u c i n g w e l l s ? 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

2 1 

22 

23 

24 

25 

92 

Q. Yes, s i r . 

A. There are three wellbores i n the northwest 

quarter. Two of those are productive, the Dagger 31 

No. 1 and the Dagger 31 No. 4. The Kathy Eyre w e l l --

I'm not sure on t h i s p l a t i t ' s shown as being plugged 

and abandoned, but i t i s a P & A'd w e l l . I t ' s not a 

dry hole. I t was a c t u a l l y a producer for awhile. 

Q. What are the mechanics of the allowable 

t h a t ' s assigned to a spacing p r o r a t i o n u n i t , 

c o n s i s t i n g of 160 acres i n the pool? 

A. I'm sorry, could you repeat t h a t ? 

Q. Yes, s i r . What's the t o t a l allowable 

assigned to a 160-acre p r o r a t i o n spacing u n i t i n the 

pool? 

A. Each 160-acre p r o r a t i o n u n i t i s allowed 700 

b a r r e l s of o i l per day, and that can be achieved with 

any number of w e l l s . There are no r e s t r i c t i o n s on the 

number of w e l l s that you can have with t h a t p r o r a t i o n 

u n i t . 

Q. That allowable can be produced by a s i n g l e 

w e l l or i n combination with any of the w e l l s ? 

A. E x a c t l y . 

Q. L e t ' s turn now, s i r , to E x h i b i t No. 2 and 

have you i d e n t i f y and describe the purpose of t h i s 

e x h i b i t as part of your testimony. 
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A. E x h i b i t No. 2 i s the f i r s t n o t i f i c a t i o n 

that Conoco re c e i v e d from Nearburg th a t they wanted to 

d r i l l an unorthodox l o c a t i o n , and i t ' s e s s e n t i a l l y a 

waiver th a t they would have l i k e d for us to sign 

regarding t h a t l o c a t i o n . 

I would draw your a t t e n t i o n to the f i r s t 

paragraph, the second sentence, where they are s t a t i n g 

t h a t due to topographical conditions, they are 

proposing to lo c a t e the w e l l at i t s unorthodox 

l o c a t i o n . 

There's never a mention made of any 

geologic or engineering parameters th a t came into t h i s 

d e c i s i o n . And based on that , they were asking us to 

sign a waiver. Aft e r having r e c e i v e d t h i s l e t t e r , I 

c a l l e d J e r r y E l g e r with Nearburg, the g e o l o g i s t who 

pr e v i o u s l y t e s t i f i e d , and requested some documentation 

of the topographic c o n s t r a i n t s , and he was r a t h e r 

noncommittal about supplying them. So we requested 

through Tom K e l l a h i n t h a t Nearburg supply these 

documents, and they did a r r i v e . 

Q. Have you examined a l l the documentation 

tha t Nearburg has supplied to Conoco concerning 

l i m i t a t i o n s for the use of the sur f a c e ? 

A. Yes, I have. 

Q. L e t ' s turn to some of that information. 
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I d e n t i f y and d e s c r i b e f o r us E x h i b i t 3. 

A. E x h i b i t 3 i s the -- was i n c l u d e d i n a 

package of data t h a t was i n i t i a l l y s e n t t o Conoco, the 

f i r s t package of da t a t h a t we r e c e i v e d from Nearburg, 

and i t i n c l u d e s on i t , d r a f t e d onto a 7-1/2 minute 

t o p o g r a p h i c quadrangle, two a r c h e o l o g i c a l s i t e s i n the 

nor t h w e s t q u a r t e r of S e c t i o n 31. 

Those a r c h e o l o g i c a l s i t e s a r e shown on t h i s 

drawing t h a t t h e y s u p p l i e d by t h e s o r t of c i r c u l a r 

a r e a s , and each one of them has a s m a l l c r o s s w i t h i n 

i t . And t h o s e a r e l a b e l l e d LA 98856 and LA 98853. 

A l s o shown on t h e i r diagram was t h e i r 

proposed d r i l l i n g pad f o r t h e i r Dagger Draw 31 No. 5 

W e l l . 

Q. I n terms of the s i z e of the d r i l l i n g pad 

used by the o p e r a t o r s i n the pool, what i s your 

u n d e r s t a n d i n g of the commonly u t i l i z e d s i z e ? 

A. I'm not t h a t f a m i l i a r w i t h the commonly 

u t i l i z e d s i z e . I'm not an e x p e r t on t h a t . 

Q. L e t ' s t u r n now to E x h i b i t No. 4. I d e n t i f y 

and d e s c r i b e what t h i s d i s p l a y i s . 

A. T h i s was some a d d i t i o n a l d a t a t h a t was 

s u p p l i e d by Nearburg. I t h i n k I r e c e i v e d t h i s copy 

a p p r o x i m a t e l y a week b e f o r e t h i s h e a r i n g . And i t 

i n c l u d e s — and you can compare t h i s w i t h t he o r i g i n a l 
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i n f o r m a t i o n s u p p l i e d i n E x h i b i t 3 -- i t i n c l u d e s two 

of t he a r c h e o l o g i c a l s i t e s . They're shown on the 

r i g h t - h a n d s i d e of E x h i b i t 4. And i t i n c l u d e s an 

a d d i t i o n a l t h i r d s i t e t h a t i s shown on the l e f t - h a n d 

s i d e . I t ' s r e f e r r e d t o as LA 98855. 

So then now we've got a t o t a l of t h r e e 

a r c h e o l o g i c a l s i t e s w i t h i n t he no r t h w e s t q u a r t e r of 

S e c t i o n 31 t h a t they s u p p l i e d us w i t h i n f o r m a t i o n on. 

Q. Have you take n a l l of the a v a i l a b l e 

i n f o r m a t i o n s u p p l i e d t o you by Nearburg, i n terms of 

t h i s i s s u e , and p l o t t e d i t on a d i s p l a y t o determine 

whether or not, i n your o p i n i o n , t h e r e was a s t a n d a r d 

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

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

A. Yes. That would be E x h i b i t 5. 

Q. I d e n t i f y and d e s c r i b e f o r us what you've 

done . 

A. I ' v e t a k e n , as a base t o t h i s e x h i b i t , an 

a e r i a l photograph of a p p r o x i m a t e l y t h e n o r t h e r n t h r e e 

q u a r t e r s of S e c t i o n 31. The f i r s t o v e r l a y t h a t I ' v e 

p l a c e d upon t h a t i s s i m p l y the 7-1/2 minute 

t o p o g r a p h i c quadrangle. 

Q. What's the s o u r c e of the photograph? 

A. The s o u r c e of the photograph was John West 

E n g i n e e r i n g . 
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Q. Have you s a t i s f i e d y o u r s e l f t h a t that 

photograph i s true and accurate, to the best of your 

knowledge? 

A. Yes, I have. 

Q. I t ' s accurate and r e l i a b l e and used by you 

and others i n the industry for t h i s purpose? 

A. I don't know how many others are using t h i s 

p a r t i c u l a r photograph, but I have used i t i n the 

past. I t was shot i n '90; so i t does not include some 

of the most recent w e l l s but — 

Q. Have you found i t to be r e l i a b l e ? 

A. Yes, I have. 

Q. What did you then do? 

A. I then -- the f i r s t overlay t h a t I've 

placed upon tha t photograph i s that of a 7-1/2 minute 

quadrangle. I t shows the contours i n red. I t a l s o 

shows the boundaries of the s e c t i o n with the heavy red 

l i n e s so t h a t you can compare tha t with the 

photograph. 

On that topographic map, I've a l s o included 

the orthodox l o c a t i o n window, and I've shaded that i n 

green. 

On the second overlay, I've taken E x h i b i t 

No. 3 and enlarged t h a t portion showing the 

a r c h e o l o g i c a l s i t e , so that i t matches the s c a l e of 
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both t h e t o p o g r a p h i c map and the a e r i a l photograph. 

On t h a t , you can see the l o c a t i o n of two of t h o s e 

s i t e s , 98856 and 98853. They appear to be l y i n g w e l l 

to t he e a s t of the proposed orthodox l o c a t i o n window. 

The t h i r d s i t e t h a t was shown on E x h i b i t 

No. 4 u n f o r t u n a t e l y cannot be t r a n s f e r r e d onto t he 

a e r i a l photograph i n t h i s manner because t h a t ' s a 

hand-drawn map, and i t was not d r a f t e d onto a s c a l e d 

base. However, you can, from the a e r i a l photograph, 

determine where t h a t s i t e would l i e . 

I t ' s a p p r o x i m a t e l y on an e a s t - w e s t l i n e 

from t he s m a l l e r a r c s i t e , 98856 a r c s i t e , so you 

would move due west of t h a t a r c s i t e . And then i t 

l i e s n o r t h of the l e a s e road, which i s shown on 

E x h i b i t 4 as the double dashed l i n e . And you can see 

t h a t same l e a s e road on the a e r i a l photograph, p a s s i n g 

through t he middle of the orthodox l o c a t i o n window. 

So i t ' s c l e a r by comparing t h e s e two t h a t 

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

the b o u n d a r i e s of the orthodox l o c a t i o n window. I t 

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

Q. Based upon your s t u d i e s and t h e r e v i e w of 

the Nearburg i n f o r m a t i o n , what i s your c o n c l u s i o n 

about t he a v a i l a b i l i t y t o Nearburg of a s t a n d a r d 

l o c a t i o n ? 
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A. There a r e no t o p o g r a p h i c c o n s t r a i n t s on a 

s t a n d a r d l o c a t i o n . The only p o s s i b l e c o n s t r a i n t would 

be t h a t t h e y would want to back o f f a c e r t a i n d i s t a n c e 

from t he Kathy E y r e 1 w e l l , which would be, as I 

mentioned b e f o r e , i n the n o r t h e a s t e r n c o r n e r of t h i s 

orthodox window. But t h e r e ' s n o t h i n g to p r e v e n t them 

from d r i l l i n g i n any of the o t h e r t h r e e c o r n e r s on 

t h a t orthodox l o c a t i o n window. 

Q. Do you have e x p e r i e n c e and knowledge w i t h 

r e g a r d s t o what Conoco and o t h e r s i n the pool have 

done i n terms of t w i n n i n g or r e p l a c i n g e x i s t i n g w e l l s , 

and how f a r a p a r t t h o s e w e l l s might be, one from 

a n o t h e r ? 

A. Conoco has i n t h e p a s t twinned w e l l s i n 

Dagger Draw. One example i s our Dee S t a t e 4 t h a t was 

d r i l l e d a p p r o x i m a t e l y t h r e e months ago, i n which we 

were 100 f e e t or l e s s from a Y a t e s w e l l t h a t was the 

S t a t e CO Com No. 1 w e l l t h a t they use as a water 

d i s p o s a l w e l l . And we s u c c e s s f u l l y e s s e n t i a l l y 

twinned t h a t w e l l , a l t h o u g h i t was o p e r a t e d by a 

d i f f e r e n t company. We d i d a s i m i l a r --

Q. How f a r a p a r t were t h e y ? 

A. I'm g u e s s i n g t h a t they a r e around 100 f e e t 

a p a r t . They a r e v e r y c l o s e . They s h a r e t he same 

d r i l l i n g pad. 
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We d i d a s i m i l a r maneuver on our B a r b a r a 

F e d e r a l No. 16, where we e s s e n t i a l l y twinned the o l d 

Hanks B a r b a r a F e d e r a l No. 5 w e l l f a r t h e r n o r t h . And 

t h a t was s u c c e s s f u l as w e l l . 

Q. Do you agree w i t h the Nearburg e n g i n e e r 

t h a t you have t o have 400 to 500 f e e t s e p a r a t i o n 

between w e l l s i n orde r to keep them from i n t e r f e r i n g 

w i t h each o t h e r ? 

A. Not n e c e s s a r i l y . E v e r y w e l l out t h e r e i s 

d e v i a t e d a c e r t a i n amount, u s u a l l y around 3 to 5 

degree s i s t h e t y p i c a l d e v i a t i o n . However, w e l l s 

d e v i a t e i n the same d i r e c t i o n . And we've run 

d e v i a t i o n s u r v e y s and documented t h e s e d i r e c t i o n s of 

d e v i a t i o n s , and they tend to m i g r a t e i n the same 

d i r e c t i o n ; so t h a t i f you were s t a n d i n g o f f from an 

o l d w e l l b o r e by a d i s t a n c e of 100 f e e t or so, you 

would e x p e c t t h a t the two w e l l b o r e s would d e v i a t e i n a 

s i m i l a r d i r e c t i o n , . And i t would be u n l i k e l y t h a t 

t h e y would e v e r i n t e r s e c t . That doesn't d i s c o u n t the 

r i s k of t h a t happening, but I would say i t ' s f a i r l y 

m i n u s c u l e . 

Q. Independent of any of t h e g e o l o g i c work 

t h a t Nearburg has performed, and independent of any of 

the g e o l o g i c work t h a t Y a t e s has performed, have you 

come to your own g e o l o g i c e v a l u a t i o n s and c o n c l u s i o n s 
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about t h e n o r t h w e s t c o r n e r of 31? 

A. Yes, I have. 

Q. What i s your c o n c l u s i o n about t h e 

a v a i l a b i l i t y , g e o l o g i c a l l y , of the optimum p l a c e i n 

which to p l a c e t h i s t h i r d w e l l i n t h i s s p a c i n g u n i t ? 

A. From a g e o l o g i c a l s t a n d p o i n t , t h i s e n t i r e 

n o r t h w e s t e r n q u a r t e r of the s e c t i o n i s l y i n g a l o n g 

p r o b a b l y the b e s t p a r t of the f i e l d , and t h e r e a r e 

r e a l l y v e r y few c o n s t r a i n t s on where you might want to 

p l a c e a w e l l . I t would be based almost e n t i r e l y on 

topography and s u r f a c e c o n s t r a i n t s . You c a n ' t h a r d l y 

go wrong i n t h i s p a r t of the f i e l d . 

Q. Mr. E l g e r d e f i n e d f o r us a t h i c k n e s s i n the 

d o l o m i t e of maybe f o u r f e e t d i f f e r e n c e between the 

c l o s e s t s t a n d a r d l o c a t i o n and h i s proposed nonstandard 

l o c a t i o n . I n your o p i n i o n , as a g e o l o g i s t , i s t h a t a 

d i f f e r e n c e of s i g n i f i c a n c e ? 

A. I t ' s c e r t a i n l y not, not w i t h i n t h e r e a l m of 

what we a r e c a p a b l e of p r e d i c t i n g . Four f e e t i s 

i n s i g n i f i c a n t . 

Q. When you look a t h i s s t r u c t u r e map, he 

i n t e r p r e t e d a d i f f e r e n c e between the c l o s e s t s t a n d a r d 

l o c a t i o n to an improvement i n s t r u c t u r e of anywhere 

from 4 t o 10 t o perhaps even 20 f e e t of s t r u c t u r a l 

d i f f e r e n c e . Do you have an o p i n i o n as to whether 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

2 1 

22 

23 

24 

25 

101 

t h a t ' s a d i f f e r e n c e of importance? 

A. I t h i n k i t ' s not i m p o r t a n t , t h a t s m a l l 

amount. 

Q. L e t ' s t u r n to your work. I d e n t i f y and 

d e s c r i b e f o r us E x h i b i t 6. 

A. E x h i b i t 6 i s an i s o p a c h map of the C i s c o 

Dolomite t h a t has been n e t t e d so t h a t i t does not 

i n c l u d e l i m e s t o n e s . I t ' s s i m p l y a c o u n t i n g of the net 

f e e t of dolomite w i t h i n the C i s c o f o r m a t i o n . I t shows 

t h a t t he t h i c k e s t p a r t of the dolomite r e s e r v o i r 

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

t r e n d s r i g h t through t he no r t h w e s t q u a r t e r of S e c t i o n 

3 1. 

T y p i c a l l y , the t h i c k n e s s a t t h i s main 

a c c e s s of the r e s e r v o i r r anges between 250 t o , 

depending on where you a r e , i t can get up t o 350 f e e t 

t h i c k . And of c o u r s e t h a t t h i n s o u t w a r d l y toward t h e 

nort h w e s t and the s o u t h e a s t to a ze r o l i n e t h a t ' s 

shown a t e i t h e r c o r n e r of t h a t map. 

A l s o , I ' v e shown on t h i s map the proposed 

l o c a t i o n , t h e unorthodox l o c a t i o n t h a t Nearburg i s 

pr o p o s i n g i n t h e northw e s t q u a r t e r of S e c t i o n 31. You 

can s e e , a c c o r d i n g to my i n t e r p r e t a t i o n , t h a t t h e r e 

would be v e r y l i t t l e d i f f e r e n c e whether t h a t w e l l were 

l o c a t e d somewhere a d j a c e n t t o the Kathy E y r e , perhaps 
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to the southwest of the Kathy Eyre w e l l , or i f i t were 

placed at i t s proposed unorthodox l o c a t i o n . 

Q. Do you have a geologic opinion of the 

optimum place i n which to lo c a t e Nearburg's t h i r d w e l l 

i n order to achieve appropriate development of t h i s 

p ortion of the pool? 

A. I f i t were my choice, I would place i t at 

the southwestern corner of that orthodox window. 

Q. And why would you do so? 

A. That would achieve one of the main goals, 

which of course would be to get away from the Kathy 

Eyre, and tha t would get you a maximum di s t a n c e away 

from the Kathy Eyre. I t would a l s o get you a maximum 

dis t a n c e away from the a r c h e o l o g i c a l s i t e s that have 

been shown to be to the north and to the east of the 

Kathy Eyre. 

Q. Where does that place you i n terms of 

undeveloped acreage wit h i n the spacing u n i t ? 

A. I t plac e s you r e a l l y i n the heart of the 

r e s e r v o i r . You couldn't ask for a be t t e r l o c a t i o n . 

Q. I see a l i n e of c r o s s - s e c t i o n t h a t you've 

dis p l a y e d on E x h i b i t No. 6. I s tha t a l a t e r e x h i b i t ? 

A. Yes. I t ' s E x h i b i t 8, I b e l i e v e . 

Q. Before we leave that point, give me your 

reasons why you've chosen t h i s p a r t i c u l a r l i n e of 
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w e l l s i n which to c o n s t r u c t a c r o s s - s e c t i o n . 

A. The main r e a s o n i s t h a t i t encompasses most 

of t h e w e l l s t h a t a r e op e r a t e d by Nearburg i n t h a t 

s e c t i o n , and w i t h t h a t l i n e of s e c t i o n , we can compare 

the proposed orthodox l o c a t i o n w i t h t h o s e v a r i o u s 

o t h e r w e l l s and get a f e e l i n g f o r how t h a t w e l l may 

perform, j u s t comparing them q u a l i t a t i v e l y . 

Q. I n terms of methodology, how does your l i n e 

of c r o s s - s e c t i o n compare t o Mr. E l g e r ' s l i n e of 

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

A. Mine i s drawn j u s t s t r a i g h t through along 

e s s e n t i a l l y t h e s t r i k e of the r e s e r v o i r . I ' v e t r i e d 

t o m a i n t a i n some c o n s i s t e n c y . H i s , on t h e o t h e r hand, 

i s more of a z i g z a g p a t t e r n , which i n c l u d e s t h e F o s t e r 

31 No. 1. 

Q. Turn now w i t h me to E x h i b i t No. 7. 

I d e n t i f y and d e s c r i b e t h i s d i s p l a y . 

A. E x h i b i t No. 7 i s of the same mapped a r e a as 

E x h i b i t 6, o n l y t h i s time we're l o o k i n g a t a 

s t r u c t u r a l map on top of the C i s c o Dolomite 

r e s e r v o i r . Again, the proposed unorthodox l o c a t i o n i s 

shown w i t h t he open b l a c k c i r c l e i n the n o r t h w e s t 

q u a r t e r of S e c t i o n 31. And, a g a i n , I would p o i n t out 

t h a t by moving e i t h e r to the n o r t h e a s t or southwest of 

the Kathy E y r e w e l l r e a l l y changes v e r y l i t t l e i n 
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terms of s t r u c t u r e . T h e r e ' s no s i g n i f i c a n t advantage 

to moving to an unorthodox l o c a t i o n . 

Q. Compare your s t r u c t u r a l i n t e r p r e t a t i o n t o 

t h a t of Mr. E l g e r ' s . 

A. My i n t e r p r e t a t i o n , the main d i f f e r e n c e 

between the two i s t h a t I don't have n e a r l y as 

prominent of a low t r e n d i n g through S e c t i o n 31 as he 

does . 

Q. And why not? 

A. I suppose i t ' s more of a d i f f e r e n c e i n 

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

Q. Why have you chosen your i n t e r p r e t a t i o n ? 

A. I t r y to make mine based on the a v a i l a b l e 

w e l l c o n t r o l t h a t we have and make the c o n t o u r s f i t 

t h a t as c l o s e l y as p o s s i b l e and i n c l u d e i n t h a t an 

u n d e r s t a n d i n g of d e p o s i t i o n a l environments and such. 

And based on t h a t , t h a t ' s the way I ' v e c o n t o u r e d t h i s 

map. 

Q. When you're l o o k i n g f o r a w e l l l o c a t i o n f o r 

North Dagger Draw f o r t h i s w e l l or any o t h e r w e l l , do 

you have a c r i t e r i a as a g e o l o g i s t i n terms of 

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

A. Only t h a t t h e r e be enough s t r u c t u r e t o get 

us above what I would c o n s i d e r to be the o i l - w a t e r 

t r a n s i t i o n . And then t h a t v a r i e s i n d i f f e r e n t p a r t s 
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of t he f i e l d . 

Q. W i t h i n t h i s p o r t i o n of t h e f i e l d , can you 

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

t r a n s i t i o n may t a k e and where i t might be l o c a t e d ? 

A. The t r a n s i t i o n i t s e l f o c c u r s throughout the 

e n t i r e r e s e r v o i r , but t h e r e i s a p o i n t a t which you 

would e x p e c t to encounter a b s o l u t e l y no o i l 

w hatsoever, and t h a t ' s t y p i c a l l y what we use as a 

c u t o f f . 

Q. Does t h a t p o i n t o c c u r a t any p o r t i o n of the 

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

3 1? 

A. Yes, i t does, and I t h i n k i t would be a 

l i t t l e b i t e a s i e r to p o i n t t h a t out u s i n g t h e 

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

Q. L e t ' s do t h a t . 

A. E x h i b i t 8 i s the c r o s s - s e c t i o n t h a t I ' v e 

p r e p a r e d . And as Mr. K e l l a h i n p o i n t e d out, the l i n e 

of t he c r o s s - s e c t i o n i s shown on both E x h i b i t s 6 and 

7 . 

T h i s i s made up of p o r o s i t y l o g s a c r o s s 

most of Nearburg's o p e r a t i o n s . On t h i s c r o s s - s e c t i o n , 

I ' v e i n c l u d e d c u m u l a t i v e p r o d u c t i o n t h a t ' s shown 

b e s i d e each w e l l i n r e d . T h a t ' s from P . I . , Petroleum 

I n f o r m a t i o n ' s , d a t a b a s e , and i t ' s not t e r r i b l y 
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updated, but I i n c l u d e d i t m a i n l y j u s t t o g i v e you an 

i d e a about t he r e l a t i v e r a t e s of p r o d u c t i o n between 

water, o i l , and gas so you can get an i d e a and compare 

t h a t w i t h t h e way t h e w e l l s have been completed. 

A l s o shown i s a p u r p l e - s h a d e d a r e a which 

r e p r e s e n t s t he dolomite r e s e r v o i r i n Dagger Draw. 

On t h a t l i n e of s e c t i o n , I t h i n k you can 

determine where t h a t o i l - w a t e r c o n t a c t or t h a t l o w e s t 

known o i l c o n t a c t may l i e by comparing t he c o m p l e t i o n s 

on two of th o s e w e l l s . That would be the two w e l l s on 

the r i g h t - h a n d s i d e , or the n o r t h e r n end of the 

c r o s s - s e c t i o n , t he Nearburg No. 2, 31 Dagger Draw and 

the Conoco No. 1 i n Dagger Draw. 

Nearburg was the f i r s t to d r i l l t h e i r w e l l , 

and they i n i t i a l l y completed t he lower s e t of 

p e r f o r a t i o n s t h a t a r e shown i n the dark a r e a s i n the 

depth column. They had a v e r y h i g h water c u t w i t h 

t h a t s e t of p e r f o r a t i o n s , and then they l a t e r added 

the r e m a i n i n g p e r f o r a t i o n s . 

Based on t h a t c o m p l e t i o n , Conoco chose to 

a v o i d t h a t lower zone, and when we completed our w e l l 

we s t a y e d above t h a t . And the d i f f e r e n c e between the 

water c u t s i n t h o s e two w e l l s i s p r e t t y tremendous. 

And I t h i n k based on t h a t , you c o u l d d e r i v e a l o w e s t 

known o i l l i n e . And t h a t ' s what I ' v e done w i t h t he 
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heavy b l u e l i n e t h a t I ' v e p l a c e d a t t h e bottom of 

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

Q. There i s a s l i g h t d r a f t i n g e r r o r i n h e r e ? 

A. R i g h t . 

Q. A l i t t l e g l i t c h i n the c o l o r i n g . L e t ' s 

d e s c r i b e t h a t so no one i s c o n f u s e d . 

A. T h e r e ' s one l i n e t h a t extends t h e e n t i r e 

l e n g t h of the c r o s s - s e c t i o n . That i s the c o r r e c t 

l o w e s t known o i l l i n e . The one above t h a t i s a ghost 

i n t h e machine. I'm not s u r e where t h a t came from. 

Q. And t h a t l i n e t h a t c o n t i n u e s i n b l u e a c r o s s 

t h e e n t i r e c r o s s - s e c t i o n r e p r e s e n t s what? 

A. I t r e p r e s e n t s , a t l e a s t i n my mind, t h e 

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

a w e l l . 

Q. I s t h a t going t o be an i s s u e then f o r 

d e c i d i n g whether or not you go w i t h Nearburg's 

nonstandard l o c a t i o n or move to the c l o s e s t s t a n d a r d 

l o c a t i o n i n the Nearburg s p a c i n g u n i t ? 

A. What t h a t t e n d s t o do i s g i v e you a b e t t e r 

i d e a of how much pay you've got i n each of the w e l l s 

because when you l o s e dolomite, o f t e n t i m e s i t ' s a t the 

bottom of the w e l l i n the water zone, and i t ' s 

i n s i g n i f i c a n t . So i f you're j u s t mapping up t o t a l 

d o l o m i t e and you see a t h i n , t h a t may not be 
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r e p r e s e n t a t i v e of what's a v a i l a b l e i n terms of o i l 

column. 

And based on t h a t , you can look a t t h i s 

c r o s s - s e c t i o n and see t h a t v i r t u a l l y a l l of t h e w e l l s 

a l o n g t h a t l i n e of s e c t i o n have a c o n s i d e r a b l e amount 

of o i l column a v a i l a b l e to them w i t h i n t h e dol o m i t e 

r e s e r v o i r , i n c l u d i n g t he orthodox C i s c o l o c a t i o n t h a t 

I ' v e shown h e r e w i t h the r e d s t i c k . 

I t ' s v e r y comparable t o v i r t u a l l y a l l t he 

o t h e r w e l l s along t h a t s e c t i o n . And v i r t u a l l y e v e r y 

w e l l i n t h i s s e c t i o n i s v e r y economic w i t h t he 

e x c e p t i o n of the Hanks No. 1 Kathy E y r e W e l l . 

Q. L e t ' s t a l k about why t h a t w e l l was not 

economic. 

A. That w e l l was a c t u a l l y t he d i s c o v e r y w e l l 

f o r Dagger Draw F i e l d . I t was d r i l l e d i n 1965. And, 

u n f o r t u n a t e l y , a t t h a t time nobody r e a l l y knew how to 

produce t h i s r e s e r v o i r . We hadn't f i g u r e d t h a t out 

u n t i l t h e l a t e '80's when we l e a r n e d t h a t i n o r d e r t o 

minimize water c u t s , you not only had to have a v e r y 

e f f e c t i v e i n i t i a l c o m p l e t i o n , but you had to keep the 

w e l l s pumped o f f w i t h h i g h volume e l e c t r i c s u b m e r s i b l e 

pumps. And t h a t k i n d of t e c h n o l o g y was not a v a i l a b l e 

to Hanks a t t h a t time. 

He attempted to produce the w e l l w i t h beam 
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pumps, and I s t r o n g l y s u s p e c t t h a t he had a f l u i d 

l e v e l i n t h e w e l l t h a t ended up r e s u l t i n g i n such a 

hi g h water c u t . 

Q. How would t h a t w e l l be d r i l l e d now? 

A. The w e l l would be d r i l l e d i n the same 

manner. I t would be completed i n a d i f f e r e n t manner. 

Namely, had we been d r i l l i n g t h i s w e l l , we would have 

completed a l o t more pay than Hanks o r i g i n a l l y s h o t , 

and of c o u r s e we would have produced i t w i t h a h i g h 

volume pump. 

That was p a r t i c u l a r l y an i m p o r t a n t a s p e c t 

of d e v e l o p i n g the f i e l d i n the e a r l y days when 

p r e s s u r e s were h i g h e r , and the only way to keep t h e s e 

w e l l s pumped o f f i n the e a r l y days was w i t h E.S.P.'s. 

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

i s p o s s i b l e to pump w e l l s o f f w i t h beam pumps, but 

t h a t was not the c a s e i n 1965. 

Q. L e t ' s go back and look a t t h e s t r u c t u r e 

map, E x h i b i t No. 7. E s t i m a t e f o r us, Mr. H a r d i e , what 

would be t h e s t r u c t u r a l p o s i t i o n under your 

i n t e r p r e t a t i o n of the Nearburg w e l l a t i t s proposed 

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

l o c a t i o n . 

A. The nonstandard l o c a t i o n would p r o b a b l y 

encounter t he top of the r e s e r v o i r . I would g i v e a 
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range of depths between p r o b a b l y minus 4080 and minus 

4090, somewhere i n t h a t range. 

Q. Where would you f i n d i t a t the c l o s e s t 

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

A. At the c l o s e s t s t a n d a r d l o c a t i o n , t he Kathy 

E y r e , i t ' s a c t u a l l y mapped a t 4092. I f you were to 

move to the s o u t h e a s t e r n c o r n e r of t h a t orthodox 

window, you would expect to f i n d i t a t a v e r y s i m i l a r 

e l e v a t i o n t o t h a t , about minus 4090 would be my b e s t 

g u e s s . 

Q. I f you c o n t i n u e d to move i n a southwest 

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

what does t h a t do to your s t r u c t u r a l p o s i t i o n ? 

A. W e l l , you move t o t h e h i g h e s t w e l l i n t h a t 

a r e a . The Dagger Draw 31 No. 4 encountered t he top of 

the r e s e r v o i r a t minus 4003 f e e t . So e v e r y b i t t h a t 

you move to the southwest, you might e x p e c t t h a t you 

would i n c r e a s e i n e l e v a t i o n , a l t h o u g h I wouldn't bet 

my c a r e e r on t h a t . 

Q. I f Nearburg's g e o l o g i c s t r a t e g y i s to t a k e 

advantage of s t r u c t u r e , under your i n t e r p r e t a t i o n , 

which way do they move i n orde r t o t a k e t h a t 

advantage? 

A. Under my i n t e r p r e t a t i o n , r e a l l y t h e r e ' s no 

b e n e f i t t o moving i n e i t h e r d i r e c t i o n . They're moving 
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p r e t t y much alo n g the s t r i k e . So any advantage i n 

moving the l o c a t i o n would be so m i n u s c u l e t h a t i t 

would be m e a n i n g l e s s i n the re a l m of what we can 

p r e d i c t as g e o l o g i s t s . 

Q. By s t a y i n g a t t h i s n o nstandard l o c a t i o n , 

t he advantage i s s i m p l y an encroachment advantage as 

opposed t o a s t r u c t u r a l advantage? 

A. T h a t ' s the only advantage t h a t I s e e . 

Q. L e t ' s look a t r e s e r v o i r t h i c k n e s s . I f 

y o u ' l l look a t E x h i b i t 6, l e t ' s go through t he same 

a n a l y s i s i n terms of what you as a g e o l o g i s t s ee i n 

your i n t e r p r e t a t i o n as the d i f f e r e n c e i n v a l u e s and 

t h i c k n e s s as we go to the proposed nonstandard 

l o c a t i o n t o the s t a n d a r d l o c a t i o n . 

A. The d i f f e r e n c e i n t h i c k n e s s , a g a i n , would 

be v e r y s m a l l . The way I ' v e got mine mapped up, t h e i r 

w e l l , t h e i r proposed unorthodox w e l l l i e s a t t h e 

p r e c i s e l o w e s t p o i n t , but the d i f f e r e n c e i s , a g a i n , 

v e r y s m a l l . My i n t e r p r e t a t i o n shows t h a t i f they were 

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

orthodox window, they might e x p e c t to f i n d between 240 

and 250 f e e t of r e s e r v o i r , of d o l o m i t e . 

Q. And i f i t ' s d r i l l e d a t t h e i r proposed 

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

A. Somewhere l e s s than 250 f e e t but --
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Q. I f Nearburg's g e o l o g i c s t r a t e g y i s to 

o p t i m i z e t h i c k n e s s w i t h i n t h e i r s p a c i n g u n i t , under 

your i n t e r p r e t a t i o n , where do you put t h a t w e l l ? 

A. I would a g a i n put i t i n the s o u t h e a s t 

c o r n e r of the orthodox window. A c c o r d i n g t o my 

i n t e r p r e t a t i o n , t h a t ' s where you would e n c o u n t e r the 

t h i c k e s t s e c t i o n . But, a g a i n , t h e d i f f e r e n c e i s v e r y 

s m a l l . 

Q. Summarize f o r us your c o n c l u s i o n s . 

A. My c o n c l u s i o n s a r e t h a t t h e r e i s no 

i n d i c a t i o n of g e o l o g i c a l advantage t o moving t h i s w e l l 

to an unorthodox l o c a t i o n , and, a g a i n , t h e r e a r e no 

l i m i t a t i o n s t o p o g r a p h i c a l l y . I see no r e a s o n why they 

c o u l d not d r i l l an economic w e l l a t an orthodox 

l o c a t i o n . 

Q. And u n t i l Nearburg does t h a t , what i s your 

recommendation t o the examiner? 

A. I would recommend t h a t the r e q u e s t f o r the 

unorthodox l o c a t i o n be de n i e d . 

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

ex a m i n a t i o n of Mr. H a r d i e . 

We move the i n t r o d u c t i o n of h i s E x h i b i t s 1 

through 8. 

EXAMINER CATANACH: E x h i b i t s 1 through 8 

w i l l be ad m i t t e d as e v i d e n c e . 
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Mr. C a r r o l l ? 

MR. CARROLL: I don't have any q u e s t i o n s . 

EXAMINER CATANACH: Mr. Bru c e ? 

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Har d i e , l e t ' s t a k e your e x h i b i t s from 

the top, your E x h i b i t 1. Do you have t h a t ? 

A. Yes, I do. 

Q. I t ' s j u s t your l a n d p l a t . 

A. R i g h t . 

Q. You i n d i c a t e t h e F o s t e r 31 No. 1 i s a 

pr o d u c i n g w e l l ; i s t h a t c o r r e c t ? 

A. Yes, I do. 

Q. Why i s t h a t ? 

A. The l a s t i n f o r m a t i o n t h a t I had, i t was 

pr o d u c i n g . That may be i n c o r r e c t . I t may have s i n c e 

been t e m p o r a r i l y abandoned. I'm not p o s i t i v e about 

t h a t . 

Q. You were here t h i s morning, weren't you? 

A. Yes. 

Q. Did you hear t he Nearburg --

A. Yes, I d i d . 

Q. -- w i t n e s s e s t e s t i f y t h a t i t ' s a dry h o l e ? 

A. I b e l i e v e i t d i d produce around 3,000 to 

4,000 b a r r e l s of o i l a c c o r d i n g to Petroleum 
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I n f o r m a t i o n . I d o n ' t know how a c c u r a t e t h a t d a t a i s . 

Q. L o o k i n g t o t h e n o r t h i n y o u r Conoco-

o p e r a t e d a c r e a g e , you have t h e Dagger Draw No. 8 

W e l l . What i s t h e c u r r e n t s t a t u s o f t h a t w e l l ? 

A. T h a t w e l l i s s h u t i n . 

Q. I s i t c a p a b l e o f p r o d u c i n g ? 

A. Yes, i t i s . 

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

i n ? 

A. My b e s t r e c o l l e c t i o n w o u l d be somewhere 

between 200 and 300 b a r r e l s o f o i l p e r day. I'm n o t 

p o s i t i v e a b o u t t h e e x a c t r a t e . 

Q. Was i t s h u t i n because t h e Dagger Draw No. 

11 was such a good w e l l ? 

A. Yes. I t ' s much c h e a p e r w i t h e l e c t r i c 

s u b m e r s i b l e pumps t o o p e r a t e one w e l l v e r s u s two 

w e l l s . And l o o k i n g o u t f o r t h e b e s t i n t e r e s t o f 

o u r s e l v e s and o u r j o i n t i n t e r e s t o w ners, i f we can 

p r o d u c e 700 b a r r e l s a day and t u r n on one pump v e r s u s 

t w o , t h e n we w i l l do t h a t , as w o u l d any p r u d e n t 

o p e r a t o r . 

Q. When t h e Dagger Draw No. 11 s t a r t s 

d e c l i n i n g , do you i n t e n d t o p u t t h e o t h e r w e l l back on 

p r o d u c t i o n ? 

A. Yes, we do. 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

2 3 

24 

25 

115 

Q. What a b o u t t h e o t h e r w e l l i n t h e n o r t h e a s t 

q u a r t e r o f t h e s o u t h e a s t q u a r t e r , has t h a t one been 

p l u g g e d and abandoned? 

A. Yes, i t i s . I b e l i e v e t h a t was p l u g g e d by 

Roger Hanks. 

Q. So t h a t ' s an o l d Hanks w e l l ? 

A. Yes. 

Q. Then m o v i n g on t o y o u r E x h i b i t 25, y o u r 

a e r i a l p h o t o , I j u s t want t o v e r i f y some t h i n g s . I 

b e l i e v e y ou s a i d t h a t t h e Hanks K a t h y E y r e w e l l w o u l d 

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

a r e a ? 

A. T h a t i s c o r r e c t . 

Q. And you t a l k e d a b o u t t w i n n i n g w e l l s , and I 

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

had done i t w i t h , b u t i n any o f t h e w e l l s t h a t y ou 

t w i n n e d , were t h e y o f f s e t t i n g a s i d e t r a c k e d w e l l ? 

A. I'm n o t s u r e a b o u t t h e S t a t e CO Com No. 1. 

I t had been r e e n t e r e d s e v e r a l t i m e s and deepened 

r e p e a t e d l y . I t may o r may n o t have been s i d e t r a c k e d , 

b u t , t o my k n o w l e d g e , i t was n o t . 

For y o u r r e f e r e n c e , I can show you where 

t h a t l i e s , on, say, E x h i b i t No. 6. 

Q. Sure , l e t ' s move on t o E x h i b i t No. 6. 

A. I n S e c t i o n 36 o f Township 19 S o u t h , 24 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2 3 

24 

25 

116 

E a s t , t h a t would be j u s t -- I guess j u s t s outhwest of 

the S e c t i o n 31 where we've been d i s c u s s i n g . You can 

see t h e Dee S t a t e No. 4 t h a t l i e s i n t h e southwest 

q u a r t e r of S e c t i o n 36, and i t l i e s and s h a r e s t he same 

pad as t h e t r i a n g l e symbol, which i s the S t a t e CO Com 

No. 1, which i s a s a l t w a t e r d i s p o s a l w e l l . 

Q. S t a y i n g on E x h i b i t 6, over i n the south 

h a l f of S e c t i o n 25, you do show a t h i n n i n g of the 

dolomi t e , a nose where the dolomite t h i n s out 

s u b s t a n t i a l l y t h e r e , do you not? 

A. Yes, I do. 

Q. So t h a t phenomenon does o c c u r i n t h i s p ool? 

A. Yes, i t does. The r e s e r v o i r does t h i n here 

and t h e r e . My p o i n t would be t h a t t he o v e r a l l t h i c k , 

which t r e n d s n o r t h e a s t - s o u t h w e s t , r u n s r i g h t through 

the middle of 31. And c e r t a i n l y w i t h i n t h a t o v e r a l l 

t h i c k , i t does t h i n s l i g h t l y a t t h e p o i n t t h a t you 

j u s t p o i n t e d out. 

Q. And I don't know i f you know why, but t h e r e 

a r e no Dagger Draw w e l l s i n the south h a l f , south h a l f 

of S e c t i o n 25. I s t h a t due to the s u b s t a n t i a l 

t h i n n i n g t h e r e , or don't you know? 

A. No, i t ' s due to s t r u c t u r e . At t h a t p o i n t 

the r e s e r v o i r i t s e l f e n t e r s t h e gas cap, and i t ' s 

s i m p l y too h i g h to make e c o n o m i c a l l y v i a b l e w e l l s a t 
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t h i s p o i n t . They would be pr e d o m i n a n t l y gas w e l l s . 

Not o n l y would they be gas w e l l s , but they have t he 

p o t e n t i a l of p r e m a t u r e l y d e p l e t i n g t he r e s e r v o i r 

anytime you complete i n t h e gas cap. And I t h i n k 

t h e r e ' s been an e f f o r t on the p a r t of Y a t e s , who 

o p e r a t e s t h e a c r e a g e , t o a v o i d doing t h a t . 

Q. Looking a t t h a t same map i n 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 31, t h e Nearburg F o s t e r 31 No. 1 

w e l l , you have an "LNA" above t h a t . I presume t h a t 

means " l o g not a v a i l a b l e " ? 

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

Q. Did you look a t Nearburg's e x h i b i t s t h i s 

morning? 

A. Yes, I d i d . 

Q. You put t h i s w e l l a t , what, 270 f e e t , 225 

— excuse me — f e e t of --

A. I t would f a l l somewhere i n t h a t range. 

Q. Nearburg shows on l y about 105 f e e t , d i d n ' t 

i t ? 

A. Yes, i t d i d . 

Q. What's the d i f f e r e n c e ? 

A. The d i f f e r e n c e may v e r y w e l l be t h e 

a v a i l a b i l i t y of d a t a . I d i d have a c c e s s to t h e i r 

c r o s s - s e c t i o n b e f o r e the h e a r i n g , but the w e l l on t h a t 

c r o s s - s e c t i o n i s a c a s e d h o l e neutron w e l l , and you 
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c a n n o t d e t e r m i n e l i t h o l o g y f r o m a cased h o l e n e u t r o n 

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

b e tween l i m e s t o n e and d o l o m i t e , and t h i s i s a map o f 

d o l o m i t e t h i c k n e s s . 

Q. I f t h i s i s i n d e e d o n l y 106 f e e t , t h e r e 

c o u l d be t h e p o t e n t i a l o f a n o t h e r nose i n S e c t i o n 31 

where t h e r e i s a s u b s t a n t i a l t h i n n i n g o f d o l o m i t e ; i s 

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

A. I'm n o t s u r e I w o u l d a g r e e w i t h t h a t 

comment. 100 f e e t o f d o l o m i t e i s v e r y c a p a b l e o f 

p r o d u c i n g an economic w e l l . 

Q. B u t i t ' s a l o t l e s s t h a n t h e 220 f e e t t h a t 

you show? 

A. T h a t c e r t a i n l y i s t r u e . 

Q. And t h e r e i s -- a l t h o u g h on y o u r 

c r o s s - s e c t i o n you show, g o i n g f r o m y o u r Dagger Draw 11 

s o u t h w e s t , you show a m i n o r amount o f t h i n n i n g 

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

i n c r e a s e i n d o l o m i t e t h i c k n e s s , i f you go f r o m 

Conoco's Dagger Draw No. 11 t o t h e s o u t h , t h e r e i s a 

s u b s t a n t i a l t h i n n i n g , i s n ' t t h e r e ? 

A. T h e r e i s a t h i n n i n g . 

Q. From 286 f e e t t o 106 f e e t , w h i c h i s what 

N e a r b u r g measured a t i t s w e l l ? 

A. I'm n o t s u r e e x a c t l y . You're g o i n g between 
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t h e Dagger 11 — 

Q. I'm g o i n g f r o m y o u r Dagger Draw No. 1 1 . 

A. To? 

Q. Sou t h t h r o u g h t h e Dagger 31 No. 2, and t h e n 

s o u t h t o t h e F o s t e r Fee No. 1. 

A. Yeah, I c a n n o t c o n f i r m t h e i r d o l o m i t e 

t h i c k n e s s . I d o n ' t have t h a t d a t a a v a i l a b l e t o me, 

and t h e y d i d n o t make i t a v a i l a b l e . So I d o n ' t know 

what t h e d o l o m i t e t h i c k n e s s i s i n t h e F o s t e r 31 No. 1 

w e l l . 

However, I w o u l d p o i n t o u t t h e f a c t t h a t 

t h e F o s t e r 31 No. 1 w e l l l i e s o v e r t h r e e - q u a r t e r s o f a 

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

s i t e t h a t we've been d i s c u s s i n g . I w o u l d t h i n k t h a t 

t h e c l o s e r w e l l , s uch as t h e Dagger 31 No. 4, t h e 31 

No. 1 , t h e 31 No. 2, t h e K a t h y E y r e , w o u l d be a l o t 

more r e l e v a n t i n d e t e r m i n i n g t h e e l e v a t i o n o f t h e 

d o l o m i t e a t t h a t p o i n t . 

Q. I n l o o k i n g a t t h e Y a t e s - o p e r a t e d w e l l s , t h e 

P i n c u s h i o n w e l l s , do you have any o p i n i o n on why, say, 

t h e P i n c u s h i o n -- i s i t t h e No. 3 w e l l , w h i c h has 225 

f e e t o f d o l o m i t e on y o u r map, why t h a t i s a p o o r 

p r o d u c e r ? 

A. As one o f t h e N e a r b u r g w i t n e s s e s t e s t i f i e d , 

t h e r e seems t o be a de g r e e o f d i f f i c u l t y p r o d u c i n g 
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t h e s e w e l l s on beam pump, and I s u s p e c t t h a t t h a t may 

be t h e c a s e w i t h t h a t w e l l . I'm not v e r y f a m i l i a r 

w i t h what a l l has been attempted on t h a t w e l l . I ' v e 

got t he o r i g i n a l c o m p l e t i o n s , but I'm not s u r e whether 

or not t h e y ' v e added pay, which may h e l p t o b r i n g i t 

around. 

There a r e enigmas w i t h i n t h i s f i e l d . I t ' s 

not r i s k - f r e e development. However, w i t h i n t he 

c o n f i n e s of the northwest q u a r t e r of S e c t i o n 31, 

t h a t ' s about as c l o s e as you can get to r i s k - f r e e 

development i n t h i s f i e l d , anytime you're d r i l l i n g 

a l o n g t h e t h i c k e s t p a r t of the dolomite f a i r w a y . 

Q. P r o v i d i n g you don't h i t a nose t h i n n i n g 

l i k e you have over i n S e c t i o n 25? 

A. I would say what's going on i n S e c t i o n 25 

and t h e r e a s o n f o r the l a c k of development t h e r e i s 

more r e l a t e d t o the p r e s e n c e of the gas cap than the 

t h i n n i n g . There a r e ample e v i d e n c e s of w e l l s h a v i n g 

been completed i n t h i s f i e l d w i t h -- f o r example, our 

Conoco Com No. 1 i s completed i n 20 f e e t of do l o m i t e . 

I don't b e l i e v e t h a t t h a t a c t u a l l y shows up on t h i s 

map, but t h a t w e l l c u r r e n t l y produces about 125 

b a r r e l s a day, and i t has been p r o d u c i n g t h a t f o r 

about two y e a r s . 

Q. But r a p i d t h i n n i n g can o c c u r ? 
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A. C e r t a i n l y . Not w i t h i n t h e h e a r t o f t h e 

f a i r w a y , t h o u g h . Not t o z e r o . You w i l l e n c o u n t e r 

some d o l o m i t e . 

Q. I'm n o t s a y i n g z e r o . 

A. Okay. 

Q. Mo v i n g on t o y o u r E x h i b i t 7, once a g a i n 

y o u r F o s t e r 31 No. 1, i t shows — what t o p do you show 

f o r t h a t ? 

A. I d o n ' t show a t o p . The F o s t e r 31 No. 1, 

a g a i n , t h i s i s a map on t h e t o p o f t h e C i s c o D o l o m i t e , 

and t h e o n l y i n f o r m a t i o n a v a i l a b l e t o me was t h e cased 

h o l e n e u t r o n , f r o m w h i c h you c a n n o t d e t e r m i n e w h e t h e r 

o r n o t i t ' s d o l o m i t e o r l i m e s t o n e . You can make an 

e d u c a t e d g u e s s , b u t I chose n o t t o do i t i n t h i s c ase. 

Q. Once a g a i n , i n S e c t i o n 31 you show k i n d o f 

a n o s i n g t h e r e . W o u l d n ' t i t be much more p r o n o u n c e d 

i f t h e t o p o f t h e d o l o m i t e was much l o w e r t h a n what 

you show? 

A. Not n e c e s s a r i l y . You've g o t j u s t as much 

e v i d e n c e t h a t t h e r e ' s a t h i c k i n t h e Dagger 31 No. 4, 

or a h i g h , I'm s o r r y -- i n t h e Dagger 31 No. 4, where 

you've g o t t h e h i g h e s t w e l l i n t h e f i e l d , and t h a t ' s 

c o n s i d e r a b l y c l o s e r t o t h e o r t h o d o x window t h a n i s t h e 

F o s t e r 31 No. 1. 

Q. And g o i n g f r o m t h e Dagger 31 No. 2 o r t h e 
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Eyre No. 1 , h e a d i n g s o u t h t o w a r d t h e F o s t e r Fee, once 

a g a i n , t h o u g h , t h e r e i s a r a p i d d r o p - o f f ? 

A. Yes, b u t we're n o t p r o p o s i n g t h a t a w e l l be 

d r i l l e d n e x t t o t h e F o s t e r 31 No. 1. T h a t ' s n o t i n 

c o n s i d e r a t i o n h e r e . 

Q. B u t t h e r e i s a d r o p - o f f ? 

A. C e r t a i n l y . As you move t o t h e s o u t h e a s t , 

t h e f a i r w a y d r o p s o f f . T h a t ' s r e g i o n a l d i p . 

MR. BRUCE: T h a t ' s a l l I have, 

Mr. E x a m i n e r . 

EXAMINER CATANACH: Do you have a n y t h i n g 

f u r t h e r o f t h i s w i t n e s s ? 

He may be exc u s e d . 

MR. KELLAHIN: I ' d l i k e t o c a l l my 

e n g i n e e r i n g w i t n e s s a t t h i s t i m e , Mr. Mark M a j c h e r . 

MARK MAJCHER, 

t h e w i t n e s s h e r e i n , a f t e r 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. KELLAHIN: 

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

o c c u p a t i o n . 

A. My name i s Mark M a j c h e r . I'm a r e s e r v o i r 

e n g i n e e r w i t h Conoco i n M i d l a n d , Texas. 

Q. Mr. M a j c h e r , on p r i o r o c c a s i o n s have you 
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t e s t i f i e d as a p e t r o l e u m r e s e r v o i r e n g i n e e r b e f o r e t h e 

D i v i s i o n ? 

A. Yes, I have. 

Q. D e s c r i b e f o r us what y o u r d u t i e s and 

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

Dagger Draw. 

A. I'm a s s i g n e d as a r e s e r v o i r e n g i n e e r t o 

what we c a l l t h e C a r l s b a d O p e r a t i o n a l U n i t , w h i c h 

Dagger Draw i s p r o b a b l y t h e most s i g n i f i c a n t f i e l d i n 

t h a t o p t i o n a l u n i t . 

Q. T h i s i s one o f y o u r p r i m a r y 

r e s p o n s i b i l i t i e s t h a t you d i s c h a r g e e v e r y day, i s n ' t 

i t ? 

A. I spend a b o u t 99 p e r c e n t o f my t i m e on 

Dagger Draw. 

Q. How l o n g have you been i n v o l v e d i n d o i n g 

e n g i n e e r i n g p r o j e c t s w i t h i n t h i s p o o l ? 

A. W i t h i n t h i s p o o l ? 

Q. Yes, s i r . 

A. Two and a h a l f y e a r s . 

Q. Have you s p e c i f i c a l l y made a r e s e r v o i r 

s t u d y w i t h r e g a r d s t o N e a r b u r g ' s a p p l i c a t i o n ? 

A. Yes, s i r . 

MR. KELLAHIN: We t e n d e r Mr. M a j c h e r as an 

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

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

21 

22 

23 

24 

25 

124 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (BY MR. KELLAHIN) From y o u r p e r s p e c t i v e , 

what i s y o u r r e c o m m e n d a t i o n t o t h e e x a m i n e r c o n c e r n i n g 

t h i s case? 

A. My r e c o m m e n d a t i o n w o u l d be t h a t t h e 

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

Q. D e s c r i b e f o r us t h e k i n d s o f e n g i n e e r i n g 

s t u d i e s t h a t you have p e r f o r m e d i n o r d e r t o come t o 

t h a t r e c o m m e n d a t i o n . 

A. B a s i c a l l y , I ' v e l o o k e d i n t o t h e v o l u m e t r i c 

d r a i n a g e a r e a s o f t h e s u b j e c t w e l l s , and I ' v e a l s o 

l o o k e d i n t o t h e economic v i a b i l i t y o f a w e l l i n t h i s 

a r e a , and a l s o what may be t h e minimum r e s e r v e 

r e q u i r e d f o r an economic w e l l . 

Q. Have you a l s o s t u d i e d t h e s p e c i f i c s o f t h e 

K a t h y E y r e No. 1 W e l l ? 

A. Yes. 

Q. To d e t e r m i n e why t h a t was n o t an economic 

w e l l ? 

A. Yes. 

Q. Have you a l s o g i v e n some t h o u g h t i n t o 

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

t h e D i v i s i o n a p p r o v e t h i s a p p l i c a t i o n ? 

A. I r e a l l y have n o t , and I ' l l e x p l a i n why. 

Q. Okay. 
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A. Most p e n a l t i e s a r e a p p l i e d t o a p r o r a t i o n 

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

have t h r e e w e l l s w i t h i n t h a t --

Q. Speak up j u s t a l i t t l e b i t . 

A. -- t h r e e w e l l s w i t h i n t h a t p r o r a t i o n u n i t . 

And, t o my k n o w l e d g e , t h e r e i s no p r e c e d e n t f o r a 

p e n a l t y on a s i n g l e w e l l w i t h i n a m u l t i - w e l l p r o r a t i o n 

u n i t . 

A l s o , an o p e r a t o r c o u l d c o n c e i v a b l y 

m a x i m i z e p r o d u c t i o n f r o m t h e s u b j e c t p e n a l i z e d w e l l , 

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

p r o r a t i o n u n i t , t h e r e f o r e n e g a t i n g any t y p e o f 

p e n a l t y . 

And, t h i r d , o f t e n t i m e s p r o d u c t i o n f r o m 

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

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

w o u l d be v e r y d i f f i c u l t . I t ' s u s u a l l y t e s t e d o n l y 

once a month o r so. So i t ' s r e a l l y d i f f i c u l t t o 

m o n i t o r a p a r t i c u l a r w e l l u n l e s s i t had i t s own t e s t 

f a c i l i t y . 

Q. Can you v i s u a l i z e any a c c u r a t e way t o 

m o n i t o r and c u r e t h e c o m p l i a n c e w i t h any p e n a l t y 

f o r m u l a t h a t s h o u l d be l o o k e d a t ? 

A. I t w o u l d be d i f f i c u l t on a m u l t i - w e l l 

p r o r a t i o n u n i t . 
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Q. The c o m p l e x i t y o f s e v e r a l w e l l s w i t h i n t h e 

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

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

f o r a p e n a l t y t o o c o m p l i c a t e d ? 

A. I b e l i e v e i f i t were j u s t a s i n g l e w e l l i n 

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

p r o v i d e d no s u b s e q u e n t w e l l s were d r i l l e d . 

Q. Do you see any r e a s o n s f o r t h e D i v i s i o n 

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

b a l a n c e t h e e q u i t i e s o f t h e p a r t i e s , so on one hand 

Conoco and Y a t e s a r e n o t i n f r i n g e d upon, y e t N e a r b u r g 

has t h e o p p o r t u n i t y t o r e c o v e r t h e i r s h a r e o f t h e 

h y d r o c a r b o n s i n t h e r e s e r v o i r ? 

A. I b e l i e v e f o r t h a t t o happen, t h e y w o u l d 

have t o d r i l l a t an o r t h o d o x l o c a t i o n . 

Q. And i s t h e r e one a v a i l a b l e t o them? 

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

Q. D e s c r i b e f o r us what you've done. 

A. E x h i b i t No. 9 i s a b u b b l e map w h i c h shows 

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

q u a r t e r o f S e c t i o n 30 and i n S e c t i o n 3 1 . The 

m e t h o d o l o g y used t o c o n s t r u c t t h i s was s i m i l a r t o t h e 

N e a r b u r g e n g i n e e r s . E s t i m a t e d u l t i m a t e r e c o v e r i e s 

were d e t e r m i n e d f r o m d e c l i n e c u r v e a n a l y s i s , u s i n g 

a v a i l a b l e p r o d u c t i o n d a t a . T h a t d a t a i s shown i n 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

2 2 

2 3 

24 

25 

127 

E x h i b i t 10. 

The w a t e r s a t u r a t i o n s , p o r o s i t i e s , and n e t 

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

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

we have o b t a i n e d . The d r a i n a g e a r e a s a r e shown on t h e 

map i n c i r c u l a r , a s i m p l i s t i c d i s p l a y , w h i c h i s 

s t a n d a r d . 

Q. T h i s r e p r e s e n t s d r a i n a g e as t o what p o i n t 

i n t i m e ? 

A. R i g h t now, as f a r as I'm c o n c e r n e d . 

Q. So you've used d a t a up t o a r e c e n t t i m e , i n 

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

A. W e l l , i n o r d e r t o come up w i t h an a r e a o f 

i n v e s t i g a t i o n , a d r a i n a g e r a d i u s , I used t h e 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 because t h e s e w e l l s , p a r t i c u l a r l y 

t h e Dagger 11 and t h e Dagger 31-2 have been p r o d u c i n g 

f o r a b o u t two y e a r s . They've cum'd o v e r 300 MBO. 

They've r e c o v e r e d a b o u t h a l f o f t h e i r 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 . So, i n my o p i n i o n , t h e d r a i n a g e 

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

Q. These w e l l s a r e a l l d r a i n i n g f r o m w e l l 

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

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

Q. What does t h i s show you? 

A. W e l l , what t h i s shows me i s t h a t i f 
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N e a r b u r g were t o d r i l l t h e i r p r o p o s e d u n o r t h o d o x 

l o c a t i o n , t h e y w o u l d be e n c r o a c h i n g on t h e d r a i n a g e 

p a t t e r n s o f t h e Dagger 11 and t h e Dagger 31-2. The 

n e t r e s u l t w o u l d be an a c c e l e r a t i o n o f r e s e r v e s 

i n s t e a d o f a r e c o v e r y o f new r e s e r v e s . And f r o m a 

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

w a s t e f u l . 

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

r i g h t s o f t h e i n t e r e s t owners i n t h e Dagger 11 and 

Dagger 31-2. And u l t i m a t e l y t h e i r p r o p o s e d w e l l w o u l d 

have l o w e r u l t i m a t e r e c o v e r y t h a n t h e o r t h o d o x 

l o c a t i o n . 

Q. Do t h e y need t o do t h a t , i n y o u r o p i n i o n , 

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

r e c o v e r a b l e o i l i n t h e p o o l ? 

A. No, t h e y d o n ' t . 

Q. How can t h e y b e s t a c c o m p l i s h t h a t 

o b j e c t i v e ? 

A. I f t h e y were t o d r i l l a t t h e o r t h o d o x 

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

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

a c c e s s new r e s e r v e s w i t h no harm t o t h e o f f s e t 

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

t h a t l o c a t i o n t h a n t h e y w o u l d i n t h e u n o r t h o d o x 

l o c a t i o n . 
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Q. L e t ' s go now to the minimum economic 

r e s e r v e e s t i m a t e s . 

A. Okay. T h i s i s an e x e r c i s e t h a t I had 

completed p r i o r t o --

Q. I'm s o r r y , Mark. L e t me go back a moment 

and v a l i d a t e some e x h i b i t s . J u s t a f t e r E x h i b i t 9, we 

have a package of p r o d u c t i o n c u r v e s ? 

A. R i g h t . 

Q. E x h i b i t 10. L e t ' s do t h a t f o r the r e c o r d . 

What does t h i s r e p r e s e n t ? 

A. T h i s i s p r o d u c t i o n d a t a t h a t our 

e n g i n e e r i n g a i d e p u l l e d o f f of Dwight's Energy Data, 

I n c . And i t ' s e s s e n t i a l l y o i l , water, and gas r a t e s 

v e r s u s time f o r the l i f e of the s u b j e c t w e l l s . 

Q. I s t h i s p a r t of the d a t a t h a t you use as an 

e n g i n e e r i n o r d e r t o v a l i d a t e and v e r i f y t h e a c c u r a c y 

of t he bubble map, E x h i b i t 9? 

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

Q. And what was your c o n c l u s i o n about t h e 

bubble map and i t s a c c u r a c y ? 

A. That i t ' s v a l i d . 

Q. The E x h i b i t 11 now, l e t ' s go to t h a t , the 

minimum economic r e s e r v e e s t i m a t e s . 

A. L i k e I s a i d , t h i s i s an e x e r c i s e t h a t I 

completed about a month ago, and what we were t r y i n g 
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t o come t o g r i p s w i t h was what i s t h e minimum economic 

r e s e r v e s t h a t i t w o u l d t a k e f o r a s u c c e s s f u l Dagger 

Draw C i s c o d e v e l o p m e n t w e l l . 

And i f you l o o k a t t h e economic p a r a m e t e r s , 

we used $780,000 f o r a c o m p l e t e d w e l l c o s t , w h i c h 

i n c l u d e s p u r c h a s i n g and i n s t a l l i n g a beam pump, s i n c e 

i t w o u l d be a low volume w e l l ; $1,500 a y e a r o p e r a t i n g 

c o s t , w h i c h i s a b o u t Conoco a v e r a g e f o r l ow volume 

w e l l s ; a v e r a g e g a s - o i l r a t i o o f 2100. Conoco uses an 

18 p e r c e n t r a t e o f r e t u r n as a h u r d l e f o r t h e i r r e t u r n 

on i n v e s t m e n t . And I used t h e base case d e f a u l t 

p r i c i n g i n o u r economic package. 

Q. W i t h what r e s u l t s ? 

A. The economic r e s u l t s showed t h a t f o r 

minimum economic r e s e r v e s a t 18 p e r c e n t r a t e o f 

r e t u r n , y ou w o u l d need j u s t o v e r 100 MBO. T h a t ' s 

a s s u m i n g a 25 p e r c e n t d e c l i n e r a t e f r o m a b o u t 93 

b a r r e l s o f o i l a day. 

Q. What's y o u r d i s c o u n t e d p a y - b a c k p e r i o d ? 

A. Four y e a r s . 

Q. Have you examined t h e s p a c i n g u n i t i n t h e 

n o r t h w e s t q u a r t e r o f 31 t o d e t e r m i n e w h e t h e r o r n o t 

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

N e a r b u r g w e l l i n o r d e r t o a c h i e v e t h e minimum economic 

r e s e r v e e s t i m a t e s t h a t you have p r o j e c t e d ? 
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A. I f t h e y s t a y w i t h i n t h e o r t h o d o x window, 

t h e y w i l l u n d o u b t e d l y r e c o v e r more t h a n 100 MBO i n 

r e s e r v e s . 

Q. How does 100,000 b a r r e l s o f o i l compare i n 

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

A. I n t h a t a r e a , i t ' s p r e t t y l o w . O u t s i d e o f 

t h e K a t h y E y r e and t h e i r F o s t e r w e l l , t h a t w o u l d be 

t h e l o w e s t . 

Q. A l l t h e r e s t o f t h e w e l l s do s u b s t a n t i a l l y 

b e t t e r t h a n t h a t , d o n ' t t h e y ? 

A. R i g h t . 

Q. Mr. H a r d i e i d e n t i f i e d t h i s p o r t i o n o f t h e 

p o o l , b e i n g t h e n o r t h w e s t q u a r t e r o f 3 1 , as t h e 

f a i r w a y o r one o f t h e h e a r t s o f t h e f a i r w a y , a sweet 

s p o t , i f you w o u l d , i n t h e p o o l ? 

A. Yes. 

Q. What's y o u r k n o w l e d g e and o p i n i o n as t o 

t h a t i s s u e ? 

A. I a g r e e w i t h h i m . 

Q. L e t ' s l o o k a t t h e a v e r a g e w e l l e c o n o m i c s . 

A. Okay. What t h i s d e m o n s t r a t e s i s , I l o o k e d 

a t t h e w e l l s i n t h e s o u t h q u a r t e r o f S e c t i o n 30 and i n 

S e c t i o n 3 1 , and I came up w i t h an a v e r a g e r e s e r v e 

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

K a t h y E y r e and t h e F o s t e r 31 No. 1. 
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Q. P i n c u s h i o n No. 3, was t h a t one? 

A. P i n c u s h i o n 3 was i n c l u d e d , F o s t e r 3 1 - 1 , 

t h o s e t w i n w e l l s . And what you have i s an a v e r a g e 

r e s e r v e number o f 31 MBO, and 800 m i l l i o n c u b i c f e e t 

o f gas. F i r s t y e a r a v e r a g e r a t e s a r e a r o u n d 4-1/4 and 

890 Mcf. 

A g a i n , I l i s t my economic p a r a m e t e r s . I 

w i l l b r i n g o u t a t y p o . The o p e r a t i n g c o s t s I had a t 

150, and i t s h o u l d be changed t o 200, because i t ' s a 

h i g h e r r a t e w e l l . You d i d t h a t ? Okay. 

One more t h i n g I w o u l d l i k e t o p o i n t o u t i s 

I r a n t h i s a t low p r i c e c a s e , j u s t t o be a l i t t l e b i t 

more c o n s e r v a t i v e . And t h e n e t r e s u l t , t h e economic 

r e s u l t s a r e v e r y good. Rate o f r e t u r n o v e r 200 

p e r c e n t , n e t p r e s e n t v a l u e o f a b o u t 2.8 m i l l i o n , and 

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

What t h i s t e l l s me i s t h a t , based on t h e 

economic a n a l y s i s and Mr. H a r d i e ' s s t a t e m e n t t h a t i t ' s 

t h e h e a r t o f t h e r e s e r v o i r , even i f you were t o d r i l l 

a d e v i a t e d w e l l f r o m an o r t h o d o x l o c a t i o n , i t w o u l d be 

a v e r y economic w e l l . So i t ' s r e a l l y — u n l e s s 

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

w h i c h i s u n l i k e l y , i t s h o u l d be an economic p r o j e c t . 

Q. Based upon y o u r s t u d y o f t h e r e s e r v o i r , do 

you see any j u s t i f i c a t i o n f o r a p p r o v i n g t h e 
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n o n s t a n d a r d l o c a t i o n ? 

A. I d o n ' t . 

Q. How c l o s e w o u l d you recommend t o t w i n n i n g 

o r o f f s e t t i n g t h e K a t h y Eyre No. 1 w e l l ? 

A. W e l l , I know t h a t Conoco has d r i l l e d a w e l l 

w i t h i n 100 f e e t o f a n o t h e r w e l l , w h i c h was a 

p r e s s u r i z e d S.W.D. w e l l , and we f u n d t h e r i s k t o be 

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

Q. L e t ' s t a l k a b o u t t h e K a t h y Eyre No. 1 

w e l l . Why was t h a t an uneconomic w e l l ? 

A. W e l l , l i k e Mr. H a r d i e had m e n t i o n e d , t h e 

w e l l was t h e d i s c o v e r y w e l l f o r Dagger Draw. We d i d 

n o t have t h e t e c h n o l o g y t h a t we have now, t h e a c o u s t i c 

i m a g i n i n g l o g s , t h e c o m p l e t i o n and c h e m i c a l t r e a t m e n t 

k n o w l e d g e t h a t we have t o d a y , t h e h i g h volume l i f t 

t e c h n o l o g y t h a t we have t o d a y , p l u s t h e r e was pay t h a t 

was o v e r l o o k e d i n t h e K a t h y E y r e . So a c o m b i n a t i o n o f 

a l l t h o s e f a c t o r s r e s u l t e d i n i t b e i n g an uneconomic 

w e l l . 

Q. The q u a l i t y o f t h e w e l l i s d i r e c t l y r e l a t e d 

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

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

A. T h a t ' s c o r r e c t , t h e c o m p l e t i o n and t h e 

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

Q. Do you see any r e a s o n n o t t o t r y a g a i n a t a 
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s t a n d a r d l o c a t i o n i n t h e i m m e d i a t e v i c i n i t y o f t h e 

K a t h y E y r e w e l l ? 

A. I d o n ' t see any r e a s o n n o t t o . I t h i n k i t 

w o u l d be a good w e l l . 

Q. Would you do t h a t i f you c o n t r o l l e d t h a t 

a c r e a g e ? 

A. I s u r e w o u l d . 

Q. Would t h a t b e s t p r o t e c t t h e c o r r e l a t i v e 

r i g h t s o f a l l p a r t i e s ? 

A. Yes, i t w o u l d . 

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

A. I t w o u l d . 

MR. KELLAHIN: T h a t c o n c l u d e s my 

e x a m i n a t i o n o f Mr. M a j c h e r . We move t h e i n t r o d u c t i o n 

o f h i s e x h i b i t s , and I ' v e l o s t t r a c k o f t h e numbers. 

What a r e t h e y , Mark? 

THE WITNESS: 9, 10, 11 and 12. 

MR. KELLAHIN: 9 t h r o u g h 12. 

EXAMINER CATANACH: E x h i b i t s 9 t h r o u g h 12 

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

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. M a j c h e r , l o o k i n g a t y o u r E x h i b i t 9, you 

drew some c i r c l e s on t h e r e . What p a r a m e t e r s d i d you 

use, what v o l u m e t r i c p a r a m e t e r s ? 
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A. A l l t h e p a r a m e t e r s t h a t f i t t h e v o l u m e t r i c 

e q u a t i o n , w a t e r s a t u r a t i o n , p o r o s i t y . 

Q. I mean — 

A. You want t h e a c t u a l numbers? 

Q. I w o u l d l i k e t h e numbers. 

A. They v a r y f r o m w e l l t o w e l l , and I d o n ' t 

have t h e raw d a t a a v a i l a b l e . I t ' s i n my d a t a b a s e back 

i n M i d l a n d . 

Q. How a r e we supposed t o know what t h i s i s 

based on t h e n ? 

A. W e l l , l i k e I s a i d , t h e EUR's a r e based on 

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

f r o m l o g and c o r e d a t a . 

Q. B u t you c a n ' t t e l l u s , f o r any o f t h e s e 

p a r t i c u l a r w e l l s where you've d r i l l e d a c i r c l e , what 

y o u r v o l u m e t r i c p a r a m e t e r s a r e ? 

A. I can t e l l you t h a t t h e n e t r e s u l t o f t h o s e 

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

a r e a s . 

Q. B u t you c a n ' t g i v e us t h e f i g u r e s ? 

A. W e l l , I c o u l d i f I had them i n f r o n t o f me, 

bu t y o u ' r e g o i n g t o have t o t r u s t me on t h a t . 

Q. I t ' s n o t an a t t o r n e y ' s p o s i t i o n t o t r u s t 

anyone. 

A. L e t me f l y back and g e t t h o s e , and I ' l l be 
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g l a d t o p r o v i d e you w i t h them. 

Q. Why d o n ' t you? 

J u s t l o o k i n g a t t h e Dagger Draw No. 11 and 

t h e Dagger 31 No. 2, what d r a i n a g e a r e a do you have? 

A. The Dagger 11 i s r o u g h l y 60 a c r e s , and t h e 

Dagger 31-2, 65 a c r e s . I have t h o s e f o r a l l t h o s e 

w e l l s , i f you want t h o s e . I have d r a i n a g e a r e a s and 

d i a m e t e r s f o r a l l t h o s e w e l l s . 

Q. I j u s t want t h o s e t wo w e l l s . 

A. Okay. 

Q. Thank y o u . 

Now, you s a i d 100,000 b a r r e l s o f o i l 

r e c o v e r y f o r a w e l l i n t h i s a r e a i s v e r y l o w ; r i g h t ? 

A. No, I s a i d 100,000 b a r r e l s i s t h e economic 

minimum t h a t Conoco w o u l d d r i l l f o r , and t h a t -- w e l l , 

y o u ' r e r i g h t . I d o n ' t t h i n k t h a t a w e l l i n t h e 

o r t h o d o x l o c a t i o n , t h a t I b e l i e v e i t w o u l d r e c o v e r 

more t h a n 100 MBO, p r o v i d e d t h e c o m p l e t i o n was good 

and w h a t n o t . 

Q. Of c o u r s e , t h e r e ' s one o f f s e t t i n g w e l l t h a t 

has a low r e c o v e r y , i s n ' t t h e r e ? 

A. The P i n c u s h i o n 3; i s t h a t t h e one you 

mean? 

Q . Yes. 

A. Yeah. The EUR i s a b o u t 104, w h i c h w o u l d be 
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economic. 

Q. I t ' s economic, b u t i t ' s a p o o r p r o d u c e r ? 

A. For Conoco i t w o u l d be a m a r g i n a l p r o d u c e r , 

t h a t ' s r i g h t . 

Q. Okay. And I t h i n k you s a i d t h e a v e r a g e 

r e s e r v e s -- and I d o n ' t know i f you were u s i n g j u s t 

y o u r E x h i b i t 9 f o r t h e s e w e l l s -- t h a t y o u r a v e r a g e 

r e s e r v e s were 381,000 b a r r e l s o f o i l ? 

A. T h a t ' s r i g h t . 

Q. For t h e s e w e l l s on y o u r E x h i b i t 9? 

A. T h a t ' s r i g h t , w h i c h i n c l u d e s t h e F o s t e r 

3 1 - 1 . 

Q. W i t h o u t t h e F o s t e r 3 1 - 1 , what w o u l d y o u r 

a v e r a g e be? 

A. I t w o u l d be a l i t t l e b i t h i g h e r . 

Q. C l o s e r t o 400,000? 

A. Yes. 

Q. And t h e r e i s no d o u b t t h a t , i n y o u r m i n d , 

t h a t t h e Dagger 11 and t h e Dagger 31 No. 2 w i l l 

r e c o v e r 400,000 b a r r e l s ? 

A. T h e r e ' s no d o u b t , t h a t ' s r i g h t . 

Q. So t h e y w i l l r e c o v e r t h e a v e r a g e j u s t f o r 

t h e w e l l s on t h i s map, w h i c h i n c l u d e s , as y o u s a i d , 

t h e F o s t e r 31-1 and t h e Eyre? 

A. T h a t ' s c o r r e c t . 
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Q. As Mr. H a r d i e a l r e a d y t e s t i f i e d , Conoco's 

Dagger 8 w e l l i s c u r r e n t l y s h u t i n ? 

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

Q. I f t h a t w e l l was p r o d u c i n g , and t h e Dagger 

No. 11 was t h r o t t l e d back so t h a t t h e y w o u l d b o t h 

t o g e t h e r meet t h e a l l o w a b l e , w o u l d t h e r e be l e s s 

e f f e c t on, say, t h e Ya t e s o f f s e t t i n g a c r e a g e t o t h e 

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

A. What do you mean by " l e s s e f f e c t " ? 

Q. Would t h e Dagger No. 1 1 , w o u l d t h a t 

d r a i n a g e r a d i u s be s m a l l e r t h a n what you show? 

A. The d r a i n a g e r a d i u s won't be s m a l l e r . I t 

w o u l d j u s t t a k e l o n g e r t o g e t t h o s e r e s e r v e s , i n my 

o p i n i o n . 

Q. Okay. B u t i n t h e meantime, j u s t p r o d u c i n g 

t h e Dagger 11 a l o n e w o u l d -- i t w o u l d p r o d u c e t h e 

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

a t a more r a p i d r a t e t h a n t h r o t t l i n g i t back t o 

p r o d u c e b o t h w e l l s a t t h e same t i m e ? 

A. W e l l , based on p u r e e c o n o m i c s , you w o u l d 

r a t h e r p r o d u c e one w e l l t h a n t w o , and t h a t ' s what 

we've chosen t o do, s i n c e t h e 11 was t h e b e t t e r w e l l 

t h a n t h e 8. 

Q. And t h e answer t o my q u e s t i o n i s ? 

A. Was i t w o u l d r e c o v e r t h o s e r e s e r v e s f a s t e r 
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t h a n i f you t h r o t t l e d i t back, t h a t ' s c o r r e c t . 

Q. Do you have any f i g u r e s on w h e t h e r i t ' s on 

C o n o c o - o p e r a t e d a c r e a g e o r on p o o l w i d e Dagger Draw, 

what t h e a v e r a g e w e l l p r o d u c e s ? 

A. The a v e r a g e w e l l ? 

Q. Yes. 

A. I r e a l l y w o u l d n ' t want t o s p e c u l a t e . I 

d o n ' t know. T h e r e ' s so many w e l l s o u t t h e r e , I 

h a v e n ' t f i g u r e d i t o u t . 

MR. BRUCE: T h a t ' s a l l , Mr. Exa m i n e r . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. M a j c h e r , i s i t y o u r o p i n i o n t h a t t h e r e 

i s no method by w h i c h a p e n a l t y c o u l d be a s s e s s e d 

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

A. W e l l , I'm s u r e you c o u l d come up w i t h a 

p e n a l t y , b u t t o e n f o r c e t h a t p e n a l t y w o u l d be v e r y 

d i f f i c u l t and maybe n o t v e r y m e a n i n g f u l . 

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

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

b e i n g l e f t i n t h e g r o u n d u n d e r 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 31? 

A. I t w o u l d l e a v e r e s e r v e s l e f t i n t h e g r o u n d 

i n and a r o u n d t h e o r t h o d o x window, w h i c h — y e s . 

Q. You d o n ' t have any k i n d o f number on t h a t ? 
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A. I f you were t o d r i l l a w e l l i n t h e o r t h o d o x 

window, my guess t h a t on t h e low s i d e t h e r e s e r v e s 

w o u l d be 200 MBO, and on t h e h i g h s i d e , maybe 400 MBO, 

p r o v i d e d you g e t a s u c c e s s f u l c o m p l e t i o n a t i n i t i a l . 

S t i m u l a t i o n , t h e n you can pump i t o f f . 

MR. STOVALL: I t h i n k t h e e x a m i n e r ' s 

q u e s t i o n , t h o u g h , i s , i f you d r i l l a t t h e u n o r t h o d o x 

l o c a t i o n , how much o i l w i l l you l e a v e i n t h e g r o u n d 

t h a t c o u l d be r e c o v e r e d by an o r t h o d o x l o c a t i o n ? 

THE WITNESS: I r e a l l y d o n ' t have a f e e l 

f o r t h a t . 

Q. (BY EXAMINER CATANACH) I s i t y o u r o p i n i o n 

t h a t t h e r e w i l l be some r e s e r v e s l e f t i n t h e ground? 

A. Yes. 

EXAMINER CATANACH: Okay. I d o n ' t have 

a n y t h i n g f u r t h e r . 

MR. KELLAHIN: T h a t c o n c l u d e s o u r 

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

EXAMINER CATANACH: L e t ' s j u s t t a k e a s h o r t 

b r e a k a t t h i s p o i n t . 

( T h e r e u p o n , a r e c e s s was t a k e n . ) 

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

t o o r d e r and t u r n i t o v e r t o E r n i e . 

D'NESE FLY, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 
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upon her o a t h , was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARROLL: 

Q. Would you s t a t e your name and o c c u p a t i o n 

f o r t h e r e c o r d . 

A. My name i s D'Nese F l y , and I'm a g e o l o g i s t . 

Q. By whom are you employed? 

A. Yates Petroleum C o r p o r a t i o n . 

Q. Have you had occasion t o p r e v i o u s l y t e s t i f y 

as a p e t r o l e u m g e o l o g i s t and have your c r e d e n t i a l s 

accepted by t h e O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes, I have. 

MR. CARROLL: I would t e n d e r Miss F l y as aN 

e x p e r t i n t h e f i e l d of p e t r o l e u m geology. 

EXAMINER CATANACH: Miss F l y i s SO 

q u a l i f i e d . 

Q. (BY MR. CARROLL) Miss F l y , as a m a t t e r t o 

c l a r i f y and put on t h e r e c o r d Yates Petroleum's 

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

Nearburg f o r an unorthodox l o c a t i o n , would you please 

s t a t e on t h e r e c o r d what Yates' p o s i t i o n i s . 

A. We are i n agreement w i t h Conoco and f e e l 

t h a t t h i s a p p l i c a t i o n s h o u l d be denied. 

Q. You have prepared a few e x h i b i t s t o d ay. 

F i r s t , t u r n i n g t o E x h i b i t No. 1, c o u l d you e x p l a i n 
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what i t i s cind what i t shows. 

A. Yes. T h i s i s a l a n d p l a t b r o k e n down i n 

t h e , I guess f o u r q u a r t e r s s u r r o u n d i n g t h e p r o p o s e d 

l o c a t i o n . I n t h e s o u t h w e s t o f S e c t i o n 30, Y a t e s i s 

t h e o p e r a t o r . We have 42.8 p e r c e n t . Conoco has 27.5 

p e r c e n t . 

I n t h e s o u t h e a s t o f S e c t i o n 30, Conoco i s 

t h e o p e r a t o r . Y a t e s has 9.3 p e r c e n t . Conoco has 61 

p e r c e n t . N e a r b u r g has 25 p e r c e n t . 

I n t h e n o r t h e a s t o f S e c t i o n 3 1 , N e a r b u r g i s 

t h e o p e r a t o r . Y a t e s has 25 p e r c e n t . Conoco, 25 

p e r c e n t , w i t h N e a r b u r g h a v i n g 50 p e r c e n t . And 

N e a r b u r g has 100 p e r c e n t 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 3 1 . 

Q. The p r o p o s e d l o c a t i o n i s shown by a s m a l l 

r e d d o t , i s i t n o t ? 

A. Yes, i t i s . The o r i g i n a l p r o p o s e d l o c a t i o n 

i s shown t h e r e as a s m a l l b l a c k c i r c l e . 

Q. A l l r i g h t . Open c i r c l e ? 

A. Yes. 

MR. CARROLL: Mr. Exa m i n e r , o u r E x h i b i t 

No. 2 a r e s e v e r a l P o l a r o i d p h o t o g r a p h s t h a t were t a k e n 

o f t h i s p a r t i c u l a r a r e a . I w i l l have M i s s F l y 

i d e n t i f y each one, and t h e n I w i l l g i v e them t o y o u . 

I'm s o r r y we d o n ' t have b u t one s e t o f t h e s e . 
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Q. I f you w o u l d , M i s s F l y , s t a r t i n g w i t h t h e 

f i r s t p h o t o g r a p h , w h i c h i s marked E x h i b i t No. 2A, 

w o u l d you t e l l me, one, where t h e p h o t o g r a p h e r was 

s t a n d i n g , and what d i r e c t i o n one i s l o o k i n g ? 

A. Yes. These were t a k e n by one o f o u r 

r e g u l a t o r y a g e n t s on June 16. And t h i s i s s t a n d i n g on 

t h e pad o f t h e p l u g g e d and abandoned w e l l , K a t h y Eyre 

w e l l , and i t ' s l o o k i n g t o t h e s o u t h - s o u t h w e s t , w h i c h 

i s i n t h e d i r e c t i o n o f an o r t h o d o x l o c a t i o n . 

Q. A l l r i g h t . 2B? 

A. T h i s i s l o o k i n g f r o m t h e edge o f t h e pad, 

s o u t h w e s t . 

Q. And t h i s w o u l d be t h e same pad, t h e K a t h y 

Eyre? 

A. Yes. 

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

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

A. Yes. 

MR. STOVALL: Excuse me, Mr. Exa m i n e r . 

Mr. B r u c e , have you seen t h e s e 

p h o t o g r a p h s ? 

MR. BRUCE: J u s t b r i e f l y , b u t my w i t n e s s e s 

w o u l d l i k e t o see them a l s o . 

MR. STOVALL: Why d o n ' t y o u pass them t o 

them f i r s t ? 
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MR. CARROLL: A l l r i g h t . 

THE WITNESS: Okay. 

Q. (BY MR. CARROLL) 2C? 

A. 2C i s l o o k i n g due w e s t f r o m t h e pad, same 

pad. 2D i s l o o k i n g t o t h e s o u t h w e s t a g a i n . I t h i n k 

he t r i e d t o t a k e a s e m i p a n o r a m i c v i e w f r o m t h e s o u t h 

t o t h e s o u t h w e s t . 

Q. Each one o f t h e s e p h o t o g r a p h s does have t h e 

d i r e c t i o n t h a t we're t a l k i n g a b o u t d e n o t e d on t h e 

b o t t o m o f t h e back. 

2E? 

A. T h i s one i s l o o k i n g due s o u t h a g a i n . 

Q. And 2F? 

A. T h i s one i s l o o k i n g due n o r t h o f t h e 

l o c a t i o n , o f f t h e pad o f t h e K a t h y E y r e . 

T h i s i s l o o k i n g s o u t h f r o m t h e e a s t s i d e o f 

t h e pad. 

Q. From t h e e a s t s i d e o f t h e pad ne a r t h e r o a d 

( T h e r e u p o n , a d i s c u s s i o n was h e l d 

o f f t h e r e c o r d . ) 

MR. STOVALL: W a i t a m i n u t e . I f y o u ' r e 

g o i n g t o have d i s c u s s i o n t h e r e , l e t ' s do i t on t h e 

r e c o r d and do i t i n some s o r t o f way i n w h i c h p e o p l e 

can — 
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MR. BRUCE: We'd j u s t l i k e t o know where 

t h e l a s t p h o t o showed. 

Q. (BY MR. CARROLL) Which i s 2G. T h i s 

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

c o r r e c t ? 

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

s o u t h . 

Q. Would you t u r n t o E x h i b i t No. 3, M i s s F l y ? 

I f y ou w o u l d d e s c r i b e what t h i s i s , and t h e n e x p l a i n 

what i t s s i g n i f i c a n c e i s w i t h r e s p e c t t o t h i s case and 

Y a t e s ' p o s i t i o n . 

A. Okay. W e l l , f i r s t , I w o u l d j u s t l i k e t o 

s t a t e t h a t I ' v e been up h e r e f o r numerous c a s e s , 

t a l k i n g a b o u t t h e c o m p l e x i t y o f t h i s Dagger Draw P o o l 

and t h e d i v e r s i t i e s f o u n d w i t h i n t h i s r e s e r v o i r , and 

t h e y v a r y t h r o u g h o u t t h e f i e l d . I c a n n o t c o n s i d e r 

t h i s Dagger Draw P o o l t o be t h e same f r o m n o r t h t o 

s o u t h . So what I am s p e a k i n g a b o u t t o d a y i s t h e n i n e 

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

And we can t e n d t o l o c a l i z e and g e n e r a l i z e i n s m a l l 

a r e a s f o r t h e Dagger Draw P o o l . 

My E x h i b i t No. 3 i s my s t r u c t u r e map. The 

p r o p o s e d l o c a t i o n i s shown t h e r e , k i n d o f l i k e a 

b u l l ' s eye, and i t ' s i n 5 0 - f o o t c o n t o u r s , a l o n g w i t h 

t h e z e r o d o l o m i t e b e i n g shown i n a t h i c k e r , d a r k e r 
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l i n e . 

As you can see, my map does d i f f e r a l i t t l e 

b i t s t r u c t u r a l l y from t h e o t h e r two maps. I have a 

low, b u t j u s t as my g e o l o g i c a l p r e f e r e n c e , I had drawn 

the low t h r o u g h t h e s e c t i o n l i n e and made t h e nose 

more of t h e west h a l f of S e c t i o n 31. 

I f I c o u l d t a l k a l i t t l e b i t about my 

E x h i b i t No. 4 along w i t h t h i s , I t h i n k i t would be 

b e t t e r . 

Q. Please do. Would you i d e n t i f y , though, 

E x h i b i t 4, what i t i s , f o r t h e r e c o r d . 

A. E x h i b i t 4 i s an isopach map which I a l s o 

net o u t t h e d o l o m i t e r e s e r v o i r , t r y i n g t o not i n c l u d e 

th e l i m e s t o n e s t r i n g e r s t h a t appear from w e l l t o w e l l 

a t d i f f e r e n t i n t e r v a l s . The same t h i n g here. I t ' s i n 

5 0 - f o o t c o n t o u r s w i t h t h e zero d o l o m i t e b e i n g shown by 

the d a r k e r l i n e i n t h e so u t h e a s t c o r n e r of t h e map. 

I n t h i s area here, l o o k i n g t h r o u g h my 

expe r i e n c e and l o o k i n g a t t h e p r o d u c t i o n , I can 

h o n e s t l y say t h a t s t r u c t u r e i s not -- does n o t p l a y an 

i m p o r t a n t r o l e here, u n l e s s we were down near t h e 

e a s t e r n edge of t h e d o l o m i t e i t s e l f , t h e s o u t h e a s t e r n 

edge t h e r e , b u t when I loo k a t t h i s 160, t h i s 

n o r t h w e s t q u a r t e r , t h e r e are numerous l e g a l l o c a t i o n s 

i n t h e r e t h a t are f i n e g e o l o g i c a l l y , s t r u c t u r a l l y and 
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w i t h t h e i s o p a c h . 

The t h i c k n e s s i n t h i s a r e a , as we know, 

does n o t a l w a y s mean t h a t y ou have a g r e a t w e l l j u s t 

b ecause you maybe have 300 f e e t o f d o l o m i t e . I t 

depends where t h e w a t e r c o n t a c t i s i n t h a t w e l l , and 

t h a t v a r i e s f r o m w e l l t o w e l l o u t h e r e . 

I d i d n o t b r i n g my, q u o t e , " b i g w a t e r map," 

where I t r i e d t o map t h i s . I t has been on r e c o r d 

numerous t i m e s , I t h i n k , and I d i d n o t f e e l l i k e we 

needed t o g e t i n t o t h a t h e r e because t h e w a t e r h e r e i s 

i n t h e l o w e r p a r t , and I'm n o t even s u r e how much o f 

t h e pay i n t e r v a l you w o u l d have i n t h i s a r e a , b u t 

y o u ' r e i n t h e h e a r t o f t h e o i l l e g , and you w o u l d have 

more t h a n enough r e s e r v o i r i n any o f t h e s e l o c a t i o n s 

i n t h i s 160 t o make a v e r y good w e l l . 

I f e e l l i k e t h a t i s my i n t e r p r e t a t i o n o f 

t h i s a r e a h e r e , and I a g r e e w i t h Conoco's g e o l o g i s t i n 

h i s p r e s e n t a t i o n . So I d o n ' t want t o d u p l i c a t e a 

l o t . I ' v e k i n d o f made some n o t e s h e r e t o d a y w h i l e 

I ' v e been l i s t e n i n g , and I f e e l l i k e t h e N e a r b u r g 

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

s t r u c t u r e and t h i c k n e s s h e r e i s t h e key i m p o r t a n c e , we 

p r o v e d t h a t t h e C u l v e r t No. 2, w h i c h i s i n U n i t D o f 

S e c t i o n 6, 2025, s i t s l o w e r , has l e s s d o l o m i t e , and 

p r o d u c e s -- I have l o o k e d up i n t h e F e b r u a r y m o n t h l y , 
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and i t a v e r a g e d 310 a day i n o i l . 

We a l s o d i s p r o v e d i t by s h o w i n g t h a t t h e 

Dagger Draw No. 1 i n U n i t D o f S e c t i o n 31-19-25 i s 75 

f e e t h i g h e r t h a n t h e w e l l i n U n i t B, t h e Dagger Draw 

No. 2 o f S e c t i o n 31-19-25; 25 f e e t h i g h e r , y e t , I 

t h i n k i t was t h e Dagger Draw No. 2, makes 400 b a r r e l s 

a day, and t h e Dagger Draw No. 1, w h i c h s i t s h i g h e r , 

makes 120 b a r r e l s a day. 

So s t r u c t u r e i n t h i s p o i n t and t h i c k n e s s i s 

n o t a f a c t o r . I a l s o f e e l l i k e he s t a t e d s o m e t h i n g 

e l s e i n h i s t e s t i m o n y t h a t I wa n t e d t o b r i n g up, and 

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

w e l l b o r e , and you can e n c o u n t e r zones o f v e r y good 

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

As o f now, t h e s e v a r y f r o m w e l l t o w e l l , 

and t h e y a r e n o t mapable, and I t h i n k f r o m what I 

h e a r d h im say t h i s m o r n i n g , t h a t t h e s e l e n s e s o f 

p o r o s i t y a r e n o t c o n t i n u o u s , and we c a n n o t map them. 

So by t h e i r p r o p o s e d l o c a t i o n , i t j u s t a p p e a r s t o me 

t h a t t h e y ' r e g o i n g t o w a r d s t h e P i n c u s h i o n , w h i c h 

p o s s i b l y had n o t q u i t e as much p o r o s i t y as o t h e r w e l l s 

i n t h e a r e a , when t h e y c o u l d have an o r t h o d o x l o c a t i o n 

g o i n g t o w a r d s t h e i r Dagger Draw No. 4, t h a t has a v e r y 

good p o r o s i t y d e v e l o p m e n t and i s r i g h t on t r e n d w i t h 

t h e h e a r t o f t h e o i l l e g . So, t h a t ' s k i n d o f what I 
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had t o say t o d a y . 

Q. M i s s F l y , do you have an o p i n i o n t h e n as t o 

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

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

A. No. I n my min d , i t ' s n o t n e c e s s a r y a t a l l . 

Q. I n y o u r o p i n i o n , i s t h e r e -- does t h e r e 

e x i s t a t l e a s t one o r more sound, o r l e t ' s say 

s t a n d a r d l o c a t i o n s , w h i c h a r e b o t h sound -- w h i c h a r e 

sound f r o m a g e o l o g i c s t a n d p o i n t ? 

A. Yes. 

Q. A r e t h e s e l o c a t i o n s as good o r b e t t e r t h a n 

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

t h a t y o u have p r e s e n t e d and Conoco has p r e s e n t e d ? 

A. T h e y ' r e as good o r b e t t e r , f r o m t h e way I 

f e e l a b o u t i t . 

Q. Would you a g r e e t h e n , M i s s F l y , t h a t t h e 

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

e n c r o a c h m e n t v a l u e as opposed t o i t s g e o l o g i c v a l u e ? 

A. Yes. 

Q. W i t h r e s p e c t t o t h e i s s u e o f c o r r e l a t i v e 

r i g h t s , do you f e e l i t w o u l d be i n t h e b e s t i n t e r e s t s 

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

t o deny -- o r t h e D i v i s i o n t o deny t h i s a p p l i c a t i o n o f 

Ne a r b u r g ? 

A. Yes, I do. 
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Q. Do you f e e l t h a t such a d e n i a l would a l s o 

p r e v e n t waste? 

A. Yes. 

Q. L e t me ask you j u s t — and I o v e r l o o k e d 

t h i s , I got ahead of my s e l f , E x h i b i t 14A t h a t was 

pre s e n t e d by Nearburg, t h e y used a number of va l u e s 

such as average f e e t of pay, average water s a t u r a t i o n , 

average p o r o s i t y . Now, a p p r o x i m a t e l y how many w e l l s 

does Yates Petroleum operate i n t h e Dagger Draw F i e l d ? 

A. Around 135, 140, somewhere i n t h e r e . 

Q. Thi s i s your main area of c o n c e n t r a t i o n , i s 

i t not? 

A. Yes. 

Q. And Yates Petroleum does have a v a i l a b l e t o 

i t a c t u a l core t e s t s from t h i s f i e l d , does i t not? 

A. Yes. 

Q. And have you, i n t h e p a s t , had an occasion 

t o s t u d y t h e a c t u a l cores t o determine what t h e 

p o r o s i t y i s ? And i n t h a t r e s p e c t , do you have o p i n i o n 

as t o whether or not those items c o n t a i n e d on E x h i b i t 

14A t h a t I j u s t mentioned, whether or not th e y are i n 

f a c t v a l i d numbers? 

A. W e l l , every company has t h e i r own 

parameters t h a t t h e y use. And w i t h my ex p e r i e n c e of 

d r i l l i n g a l l those w e l l s out t h e r e , t h e average 
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p o r o s i t y i s h i g h , v e r y h i g h . 

Q. Which a v e r a g e p o r o s i t y i s h i g h , t h e one 

t h a t N e a r b u r g r e p o r t e d ? 

A. Yes, t h e N e a r b u r g 12.8 a v e r a g e p o r o s i t y 

o v e r t h e r e s e r v o i r -- o v e r t h e pay i n t e r v a l , I t h i n k , 

i s what t h e y a r e s a y i n g . 

I have seen many, many w e l l s o u t t h e r e w i t h 

much l o w e r p o r o s i t y t h a n t h a t . I t i s t r u e t h a t we 

f e e l l i k e t h e d e n s i t y n e u t r o n p o r o s i t y l o g does n o t 

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

How we have t r i e d t o c o r r e c t t h i s i s 

c r o s s - p l o t t i n g c o r e p o r o s i t y v e r s u s l o g p o r o s i t y . And 

I have w o r k e d o u t a f o r m u l a t h a t I t r y t o a d j u s t my 

l o g p o r o s i t y t o f i t my c o r e p o r o s i t y when I do my l o g 

a n a l y s i s . I t does n o t d o u b l e my p o r o s i t y i n most 

c a s e s . 

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

o r n o t j u s t t h e b r o a d - b r u s h a s s u m p t i o n o f j u s t 

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

A. T h a t w o u l d n o t work. I n t h e w a t e r 

s a t u r a t i o n , I have t e s t e d R.W.'s e v e r y m i l e f r o m N o r t h 

Dagger Draw t o South Dagger Draw and have come o u t 

w i t h an R.W. t h a t I f e e l f a i r l y c o m f o r t a b l e w i t h , 

w h i c h g i v e s me w a t e r s a t u r a t i o n s much h i g h e r b u t 

f e a s i b l e , b u t much h i g h e r t h a n an a v e r a g e o f 50 
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p e r c e n t . I w o u l d say more on t h e o r d e r , an a v e r a g e i n 

t h i s a r e a w o u l d p r o b a b l y be 60, 65 p e r c e n t . 

Q. I s t h e r e a n y t h i n g e l s e t h a t y o u w o u l d l i k e 

t o s h a r e w i t h t h e e x a m i n e r ? 

A. I t h i n k t h a t ' s i t . 

MR. CARROLL: Pass t h e w i t n e s s . 

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

MR. KELLAHIN: Yes, s i r . 

MR. STOVALL: Would you c a r e t o o f f e r t h e 

e x h i b i t s , Mr. C a r r o l l ? 

MR. CARROLL: Yes. Mr. Ex a m i n e r , I ' d move 

t h e a d m i s s i o n o f Ya t e s E x h i b i t s 1 t h r o u g h 4. 

EXAMINER CATANACH: B e f o r e you do, Mr. 

Exa m i n e r , w h a t ' s E x h i b i t 2 o f f e r e d f o r ? 

MR. CARROLL: To g i v e an a c t u a l show o f t h e 

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

does g i v e some b e t t e r meaning and d e f i n i t i o n t o t h e 

a e r i a l p h o t o t h a t Conoco — I have f o r g o t t e n what 

t h e i r e x h i b i t was. 

THE WITNESS: Four. 

MR. CARROLL: But t h a t a r e a i n t h a t 

p h o t o g r a p h i s t h e a r e a w h i c h i s t h e g r e e n window, so 

t o speak, t h a t i s d e p i c t e d on t h a t p a r t i c u l a r e x h i b i t 

t h a t Conoco i n t r o d u c e d . 

MR. STOVALL: I t d o e s n ' t show any 
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a r c h e o l o g i c a l o r c u l t u r a l p r e s e r v a t i o n ? 

MR. CARROLL: No, i t d o e s n ' t . I t i s s o l e l y 

i n t r o d u c e d t o show t h e t o p o g r a p h y o u t t h e r e i s v e r y 

f l a t and g i v e some b e t t e r d e f i n i t i o n t o t h a t a e r i a l 

p h o t o g r a p h . And t h a t ' s t h e s o l e p u r p o s e . 

MR. STOVALL: Okay, t h a n k y o u . 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 4 

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

EXAMINATION 

BY MR. KELLAHIN: 

Q. M i s s F l y , I ' d l i k e t o show you what was 

i n t r o d u c e d as Conoco E x h i b i t No. 6, w h i c h was 

Mr. H a r d i e ' s i s o p a c h o f t h e C i s c o D o l o m i t e ? 

A. Yes. 

Q. And i f y o u ' l l r e f e r t o y o u r c o r r e s p o n d i n g 

i s o p a c h , w h i c h i s Y a t e s E x h i b i t No. 4? 

A. Yes. 

Q. I f y o u ' l l l o o k a t S e c t i o n 3 1 , w i l l y ou make 

a c o m p a r i s o n f o r me between y o u r i n t e r p r e t a t i o n o f t h e 

l o c a t i o n o f t h e 2 0 0 - f o o t c o n t o u r l i n e i n S e c t i o n 3 1 , 

as i t compares t o Mr. H a r d i e ' s d e p i c t i o n o f t h a t l i n e ? 

A. I t l o o k s a b o u t t h e same. 

Q. When you go t o t h e 2 5 0 - f o o t c o n t o u r l i n e , 

how do t h o s e two compare on each d i s p l a y ? 

A. A b o u t t h e same. 
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Q. D i d you have any kn o w l e d g e o f , 

c o n v e r s a t i o n s w i t h , o r access t o Mr. H a r d i e ' s work 

when you p r e p a r e d y o u r i s o p a c h ? 

A. No. 

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

EXAMINER CATANACH: Mr. Bruce? 

MR. BRUCE: J u s t a c o u p l e , Mr. Examin e r . 

EXAMINATION 

BY MR. BRUCE: 

Q. Once a g a i n , you s u b m i t t e d some p h o t o s , and 

I t h i n k y ou've s t a t e d t h a t t h e y d o n ' t show a n y t h i n g 

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

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

A. T h a t i s c o r r e c t . 

Q. And t o t h e b e s t o f y o u r k n o w l e d g e , n e i t h e r 

Y a t e s n o r Conoco has c o n d u c t e d an a r c h e o l o g i c a l s t u d y 

on any a r e a , say, t o t h e s o u t h and we s t o f t h e Hanks 

Eyre w e l l s i t e ? 

A. I can speak f o r Y a t e s P e t r o l e u m , t h a t we 

have n o t . I do n o t know what Conoco has done. 

Q. And y o u r l a s t p o i n t o f q u e s t i o n i n g f r o m 

Mr. C a r r o l l was r e g a r d i n g v o l u m e t r i c p a r a m e t e r s ? 

A. Um-hm. 

Q. And I t h i n k you m e n t i o n e d a d i f f e r e n c e — 

you m e n t i o n e d p o r o s i t y v a l u e s t h a t Y a t e s has and w a t e r 
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s a t u r a t i o n v a l u e s t h a t Y a t e s has. Would t h e e f f e c t o f 

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

r a d i u s ? 

A. I t h i n k Dr. Boneau w i l l e l a b o r a t e on t h a t a 

l i t t l e more. I t h i n k i t — I ' l l j u s t l e a v e i t a t 

t h a t . 

MR. BRUCE: Okay. 

N o t h i n g f u r t h e r , Mr. Exa m i n e r . 

EXAMINER CATANACH: J u s t one, M i s s F l y . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. The r e seems t o be a d i s p u t e between t h e 

companies on w h e t h e r o r n o t s t r u c t u r e and t h i c k n e s s 

p l a y an i m p o r t a n t r o l e o r a r e c o r r e l a t a b l e t o 

p r o d u c i n g c a p a b i l i t y . I f s t r u c t u r e and t h i c k n e s s a r e 

n o t c r i t i c a l , what do you t h i n k i s t h e c r i t i c a l 

d i f f e r e n c e i n t h e s e w e l l s ? What's c a u s i n g t h e b i g 

d i f f e r e n c e s ? 

A. I t i s v e r y i m p o r t a n t , y o u ' r e r i g h t . Our 

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

o f t h e d o l o m i t e r e s e r v o i r . The r e a s o n I made t h a t 

v e r y f i r s t s t a t e m e n t i s b ecause, as you move up t o t h e 

n o r t h e a s t i n t h i s f i e l d , s t r u c t u r e does become v e r y 

i m p o r t a n t when you s t a r t d i p p i n g , and t h e e n t i r e 

r e s e r v o i r s t a r t s d i p p i n g down i n t o t h e , q u o t e , " b i g 
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w a t e r " a r e a , and t h e w h o l e r e s e r v o i r becomes w e t . 

B u t i n t h i s l o c a l i z e d a r e a , and e s p e c i a l l y 

t o l o c a l i z e i t down t o t h i s 160, y o u ' r e g o i n g t o have 

enough pay t h e r e above t h e b i g w a t e r t o make a good 

w e l l . T h a t ' s o b v i o u s by t h e o f f s e t t i n g p r o d u c t i o n . 

Q. What o t h e r c h a r a c t e r i s t i c s m i g h t you 

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

A. The p o r o s i t y i s a b i g one. C o m p l e t i o n ; you 

d o n ' t a l w a y s have a s u c c e s s f u l c o m p l e t i o n . Sometimes 

even w i t h a l l o f o u r e x p e r i e n c e , we may a c c i d e n t a l l y 

p e r f o r a t e t h e b i g w a t e r , t h e r e f o r e n o t g i v e up as much 

o i l . T h e r e ' s numerous t h i n g s t h a t c o u l d happen. 

EXAMINER CATANACH: T h a t ' s a l l I have. 

MR. BRUCE: Mr. Examiner? 

EXAMINER CATANACH: Yes, s i r . 

MR. BRUCE: I f I c o u l d f o l l o w up on a 

q u e s t i o n you a s k e d . 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. You s a i d s t r u c t u r e i s i m p o r t a n t where you 

have t h e b i g w a t e r area? 

A. ( W i t n e s s nodded.) 

Q. L o o k i n g a t N e a r b u r g ' s F o s t e r Fee No. 1 i n 

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 3 1 , i s t h a t w e l l wet 

o r d r y ? 
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A. I d o n ' t know. I w o u l d l i k e t o know. I t ' s 

a N e a r b u r g w e l l . I w o u l d l i k e t o know t h a t . I w o u l d 

l i k e t o know when i t was p u t on a pump, was i t i n t h e 

open h o l e c o m p l e t i o n , and was i t p u t on a s u b m e r s i b l e , 

and how much o i l d i d i t g i v e up? T h a t ' s been a 

m y s t e r y w e l l . 

Q. You have an i n t e r e s t i n t h a t w e l l , d o n ' t 

you? 

A. I t h i n k a s m a l l i n t e r e s t , b u t i t ' s been 

v e r y h a r d t o g e t d a t a . I know t h r o u g h t h e f i e l d hand, 

I'm n o t s u r e i f he's w i t h t h e company anymore, he 

t r i e d t o keep me p r e t t y u p - t o - d a t e on t h a t , and t h e n 

i t g o t so c o n f u s i n g t h a t d a t a g o t l o s t . 

Q. I f t h a t w e l l was w e t , w o u l d n ' t i t be 

i m p o r t a n t t o s t a y away f r o m i t ? 

A. Yes, b u t t h a t n o r t h e r n 160 i s n o t -- i f you 

were p o s s i b l y t r y i n g t o d r i l l way down, l e t ' s s ay, 

2310, 2310 o r however f a r you c o u l d go t h e r e i n t h a t 

n o r t h e r n 160 -- n o r t h w e s t e r n 160, i t m i g h t become an 

i s s u e , b u t I r e a l l y d o n ' t t h i n k so. I t h i n k t h a t t h a t 

F o s t e r w e l l c o u l d have made an o i l w e l l , t h a t F o s t e r 

Fee W e l l No. 1. And t h a t ' s my p e r s o n a l o p i n i o n . 

MR. BRUCE: Thank you Mr. Exa m i n e r . 

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

exc u s e d . 
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MR. STOVALL: Once a g a i n , Dr. Boneau p l a y s 

c l e a n u p p u r p o s e l y . 

DAVID F. BONEAU, 

t h e w i t n e s s h e r e i n , a f t e r 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. CARROLL: 

Q. Would you s t a t e y o u r name, o c c u p a t i o n , and 

by whom y o u ' r e employed f o r t h e r e c o r d . 

A. My name i s D a v i d F r a n c i s Boneau. I work as 

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

P e t r o l e u m C o r p o r a t i o n i n A r t e s i a , New M e x i c o . 

Q. Mr. Boneau, you have t e s t i f i e d many t i m e s 

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

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

r e s e r v o i r a n a l y s i s , have you n o t ? 

A . Yes, s i r . 

MR. CARROLL: Mr. Exa m i n e r , I w o u l d t e n d e r 

Mr. Boneau as an e x p e r t i n t h e f i e l d o f p e t r o l e u m 

e n g i n e e r i n g and r e s e r v o i r a n a l y s i s . 

EXAMINER CATANACH: Mr. Boneau i s so 

q u a l i f i e d . 

Q. (BY MR. CARROLL) Mr. Boneau, w o u l d you 

f i r s t , f o r t h e r e c o r d , s t a t e Y a t e s ' p o s i t i o n as you 

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

A. Y a t e s ' p o s i t i o n i s t h a t we're a s k i n g t h e 

Commission t o deny t h e N e a r b u r g a p p l i c a t i o n . I ' v e 

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

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

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

Q. A l l r i g h t . Now, you have p r e p a r e d some 

f i v e e x h i b i t s , have you n o t , t o h e l p i n p r e s e n t i n g 

y o u r t e s t i m o n y t o t h e D i v i s i o n ? 

A. Yes, s i r . 

Q. I n o r d e r t o j u s t e x p e d i t e m a t t e r s , I w o u l d 

ask you t o s t a r t w i t h t h e f i r s t e x h i b i t numbered No. 

5, and i f you w o u l d j u s t , w i t h o u t me i n t e r f e r i n g w i t h 

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

and as you come t o each e x h i b i t , p l e a s e i d e n t i f y them 

by number, and i f you d o n ' t , I ' l l c a t c h y o u , b u t i f 

you w o u l d , j u s t p r e s e n t t h e s e e x h i b i t s t o t h e 

e x a m i n e r . 

A. Okay. The e x a m i n e r has h e a r d a l i t t l e b i t 

a b o u t t h e p r o b l e m s w i t h t h e p e n a l t y . The f i r s t 

e x h i b i t i s E x h i b i t No. 5. One o f t h e t h i n g s i t shows 

i s t h a t Mr. Boneau c a n ' t s p e l l " p e n a l t y " r i g h t a l l t h e 

t i m e , b u t o t h e r t h a n t h a t , i t a d d r e s s e s t h e t h r e e - p a r t 

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

t h e p a s t . 
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So I have a d r a w i n g o f t h e p r o p o s e d 

l o c a t i o n w i t h a 4 0 - a c r e c i r c l e a r o u n d i t and a l s o a 

l o c a t i o n w h i c h i s l a b e l e d " l e g a l . " I t ' s t h e n e a r e s t 

o r t h o d o x l o c a t i o n t o t h e p r o p o s e d l o c a t i o n . T h e r e ' s 

a l s o a 4 0 - a c r e c i r c l e a r o u n d t h a t one. 

The t h r e e - p a r t f o r m u l a t h a t has been used 

sometimes i n t h e p a s t c o n s i s t s o f a n o r t h - s o u t h 

o f f s e t , an e a s t - w e s t o f f s e t , and an a c r e a g e f a c t o r . 

And t h o s e numbers a r e l i s t e d a t t h e b o t t o m r i g h t - h a n d 

c o r n e r o f t h e E x h i b i t 5. 

I n t h e n o r t h - s o u t h d i r e c t i o n , t h e p r o p o s e d 

l o c a t i o n i s 330 f e e t f r o m t h e n o r t h l i n e , and i t 

s h o u l d be 660, and t h a t ' s a 50 p e r c e n t c o n t r i b u t i o n t o 

a p e n a l t y f a c t o r . 

I n t h e e a s t - w e s t d i r e c t i o n , t h e p r o p o s e d 

l o c a t i o n i s a p p r o x i m a t e l y 225 f e e t o f f o f t h e m i d d l e 

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

The n o r t h w e s t q u a r t e r i s n o t e x a c t l y 160 

a c r e s . I t ' s a l i t t l e more t h a n 160 a c r e s . T h a t 

f a c t o r i s a 66 p e r c e n t f a c t o r . The a c r e a g e f a c t o r i s 

d e t e r m i n e d by t a k i n g t h e a r e a c o l o r e d i n b l u e as a 

f u n c t i o n o f t h e 4 0 - a c r e c i r c l e s , and t h e 17 a c r e s 

e x c e s s a c r e a g e o u t s i d e o f t h e l e g a l c i r c l e i s 43 

p e r c e n t o f t h e 4 0 - a c r e c i r c l e . 

You a v e r a g e t h o s e t h r e e numbers t o g e t h e r , 
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and you g e t a 53 p e r c e n t p e n a l t y k i n d of f a c t o r . And 

t h a t ' s t h e procedure t h a t has been used i n these t y p e 

h e a r i n g s more t h a n once i n t h e p a s t . 

I used a 40-acre c i r c l e because most of t h e 

w e l l s i n t h i s area are i n s i t u a t i o n s where t h e r e are 

f o u r w e l l s per 160, and t h a t seemed a p r a c t i c a l k i n d 

of c i r c l e t o draw. 

The o n l y t h i n g t h a t makes any sense on a 

p e n a l t y t o me i s t o apply i t t o t h e a l l o w a b l e of t h e 

spaci n g u n i t . I b e l i e v e t h e r e ' s no way t o p e n a l i z e 

one w e l l out o f a t h r e e - w e l l b a t t e r y . 

So t h e r e s t of these e x h i b i t s k i n d of t a l k 

about t h e p r a c t i c a l i t y o f a p p l y i n g t h i s t y p e of a 

p e n a l t y f a c t o r , e i t h e r a 53 p e r c e n t p e n a l t y or we 

c o u l d ask f o r a 66 p e r c e n t p e n a l t y t o t h e s i t u a t i o n 

t h a t we have i n t h e no r t h w e s t q u a r t e r of S e c t i o n 31. 

So E x h i b i t 6 -- w e l l , what's g o i n g i s 

you've g o t two o t h e r w e l l s p r o d u c i n g , and I t r i e d t o 

ta k e what t h e p e n a l t y f a c t o r would do t o t h e a l l o w a b l e 

f o r t h e 160 and then e s t i m a t e how much t h e two p r e s e n t 

w e l l s would be p r o d u c i n g over t h e next couple of 

ye a r s , and come up w i t h an e s t i m a t e of how much t h e 

new w e l l would be abl e t o produce under t h a t p e n a l t y 

and t h e n decide whether t h a t ' s a reasonable way t o 

go. That's my road map of k i n d of what I was t r y i n g 
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t o do . 

So E x h i b i t 6 shows t h e o i l p r o d u c t i o n f r o m 

Dagger Draw 31 F e d e r a l No. 1. And i t ' s been 

d e c l i n i n g , and I drew a l i n e t h a t i s my e s t i m a t e o f 

how i t w i l l d e c l i n e i n t h e f u t u r e . 

E x h i b i t No. 7 i s a s i m i l a r p i c t u r e f o r t h e 

o t h e r w e l l t h a t ' s p r o d u c i n g , t h e 31 No. 4. And, 

a g a i n , i t s p r o d u c t i o n has d e c l i n e d t o a b o u t 140, 150 

b a r r e l s a day. And I ' v e drawn a l i n e t h a t ' s my 

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

The n e x t i m p o r t a n t e x h i b i t i s E x h i b i t No. 

8. And t h a t ' s some c a l c u l a t i o n s f o r t h e r e s t o f '93, 

'94, '94, e a r l y '96 o f how much t h e two p r e s e n t w e l l s 

w o u l d p r o d u c e and t h e n how much w o u l d be l e f t o v e r 

u n d e r a 53 p e r c e n t p e n a l t y and un d e r a 66 p e r c e n t 

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

A 53 p e r c e n t p e n a l t y r e s u l t s i n an 

a l l o w a b l e o f 329 b a r r e l s o f o i l p e r day. A 66 p e r c e n t 

p e n a l t y w o u l d r e s u l t i n an a l l o w a b l e o f 238 b a r r e l s o f 

o i l p e r day. 

And you see i n t h e f i r s t c olumn some d a t e s 

e v e r y s i x months i n t o t h e f u t u r e . The second column 

i s what t h e 31-1 w o u l d be p r o d u c i n g , and i n J u l y i t 

w o u l d be a b o u t 120 b a r r e l s a day and t h e n f a l l o v e r 

t h o s e t h r e e y e a r s t o a b o u t 50 b a r r e l s a day. 
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The t h i r d column i s what t h e 31-4 would be 

p r o d u c i n g , and i t ' s about 125 b a r r e l s a day next month 

and f a l l i n g t o about 45 b a r r e l s a day i n t h r e e y e a r s . 

The f o u r t h column then i s j u s t t h e t o t a l o f 

those two. And a t t h e c u r r e n t t i m e , which I've c a l l e d 

J u l y '93, those two w e l l s are making about 245 b a r r e l s 

a day. With a 53 p e r c e n t p e n a l t y , t h a t leaves 84 

b a r r e l s i n t h e f i f t h column presumably f o r t h i s new 

w e l l . 

I n t h e l a s t column, t h e 66 p e r c e n t p e n a l t y , 

t h e r e ' s n o t h i n g l e f t over f o r a new w e l l , 238 b a r r e l a 

day a l l o w a b l e , and i t ' s making 245; so even t h e 

p r e s e n t w e l l s would be reduced a l i t t l e . 

You c a r r y those f i g u r e s down t h r o u g h t i m e 

under t h e 53 p e r c e n t p e n a l t y and t h e 66 p e r c e n t 

p e n a l t y , and you see t h e numbers t h e r e g o i n g from 84 

t o 234 under 53 p e r c e n t p e n a l t y . And my c o n c l u s i o n 

from t h a t i s t h a t t h a t r e a l l y i s n ' t much of a 

p e n a l t y . The w e l l , by t h e t i m e t h e y get t h e w e l l 

d r i l l e d and on, i t ' s a b l e t o make 150 b a r r e l s and soon 

200 b a r r e l s , and t h a t ' s not enough p e n a l t y f o r t h e 

dr a i n a g e t h a t i t ' s g o i n g t o be doi n g t o t h e o f f s e t 

acreage. The 66 p e r c e n t p e n a l t y r e s t r i c t s p r o d u c t i o n 

t o 100 or 150 b a r r e l s a day and s t a r t s t o be a r e a l 

s i g n i f i c a n t p e n a l t y . 
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So t h e c o n c l u s i o n t o t h a t p o i n t i s t h a t 

y o u ' d have t o p e n a l i z e t h e w h o l e 160. And a 53 

p e r c e n t p e n a l t y , i n my o p i n i o n , i s n o t enough. A 66 

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

j u s t i f y c o r r e l a t i v e r i g h t s . 

Then E x h i b i t 9 k i n d o f l e a d s me t o t h e 

c o n c l u s i o n t h a t none o f t h e p e n a l t i e s a r e g o i n g t o 

work v e r y w e l l . E x h i b i t No. 9 i s s i m p l y a page f r o m 

t h e s t a t e ' s s t a t i s t i c a l f o r t h e month o f March 1993. 

And I have marked i n y e l l o w two i t e m s a t t h e b o t t o m o f 

t h e page where i t t a l k e d a b o u t t h e p r o d u c t i o n and t h e 

a l l o w a b l e f o r t h e N e a r b u r g w e l l s . 

The f o u r t h l i n e f r o m t h e b o t t o m r e f e r s t o 

t h e Dagger Draw 31 F e d e r a l No. 1 i n U n i t D, and t h i s 

c o n c e r n s me. I d o n ' t know how t h e s y s t e m r e a l l y 

w o r k s , b u t t h e s t a t e ' s s t a t i s t i c a l says t h a t t h a t w e l l 

has a l l o w a b l e o f 21,700 b a r r e l s , w h i c h i s 700 b a r r e l s 

a day t o t h a t w e l l . Two l i n e s l o w e r , we're t a l k i n g 

a b o u t Dagger Draw No. 4 i n U n i t E, i t a l s o has an 

a l l o w a b l e o f 700 b a r r e l s a day. 

We know t h o s e a r e n o t r i g h t . The s p a c i n g 

u n i t has an a l l o w a b l e o f 700 b a r r e l s a day. And j u s t 

as a f u r t h e r w o r r y a b o u t i n s t i t u t i n g and o p e r a t i n g a 

p e n a l t y , i t l o o k s t o me l i k e t h e s y s t e m p r o b a b l y 

w o u l d n ' t c a t c h a n y t h i n g a b o u t a t h i r d w e l l . I t l o o k s 
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t o me l i k e t h e s y s t e m i s g i v e n t o o h i g h a l l o w a b l e s t o 

a l l t h e w e l l s a l r e a d y . And t h i s p r o b l e m , i f t h e r e i s 

a p r o b l e m , i s n o t r e s t r i c t e d t o N e a r b u r g . I t ' s j u s t 

t h a t e v e r y one on Dagger Draw i s g i v e n a 700 b a r r e l a 

day a l l o w a b l e r e g a r d l e s s o f how many w e l l s a r e i n t h e 

s p a c i n g u n i t . 

Q. Mr. Boneau, d u r i n g t h e t e s t i m o n y by 

Conoco's e n g i n e e r , Mr. M a j c h e r , he l i s t e d , I t h i n k , 

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

t o keep t r a c k o f t h e p r o d u c t i o n o u t t h e r e f o r t h i s 

u n i t and t r y i n g t o t r a c e i t back t o a s i n g l e w e l l . Do 

you c o n c u r i n t h e p r o b l e m s t h a t Mr. M a j c h e r e n u m e r a t e d 

f o r t h e Commission? 

A. Yes. Those a r e c l e a r l y p r o b l e m s , and I was 

s i m p l y t r y i n g t o add an a d d i t i o n a l p o s s i b l e p r o b l e m . 

Q. And t h e t e s t i m o n y t h a t you've p r e s e n t e d 

t h r o u g h y o u r s E x h i b i t s o f 5 t h r o u g h 9 c a r r y what h i s 

c o n c e r n s were one s t e p f u r t h e r and show t h a t even i f 

you c o u l d d e t e r m i n e a p e n a l t y and somehow keep t r a c k 

o f i t , because o f t h e n a t u r e o f t h e b e a s t , t h e t h r e e 

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

t h e a l l o w a b l e , i t ' s j u s t n o t e f f e c t i v e ? 

A. Yeah. I s a i d i n s t e a d o f j u s t s a y i n g i t ' s 

h a r d t o do, l e t ' s t r y t o do i t and see what happens. 

Q. Do you have an o p i n i o n t h e n as t o w h e t h e r 
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o r n o t t h a t i s a v a l i d way o f a t t a c k i n g t h i s p r o b l e m , 

u s i n g t h e p e n a l t y m e t h o d o l o g y ? 

A. The p e n a l t y m e t h o d o l o g y i s a p o o r way o f 

a t t a c k i n g t h i s p r o b l e m . We've l i s t e d some p r o b l e m s . 

An a d d i t i o n a l p r o b l e m t h a t may o r may n o t have been 

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

t o t a l a l l o w a b l e t o t h i s new w e l l and p r o d u c e 250 o r 

329 b a r r e l s o f o i l a day o u t o f t h i s new w e l l and k i n d 

o f d e f e a t t h e i d e a o f a p e n a l t y . 

So t h e r e ' s t h e u s u a l p r o b l e m s w i t h a 

p e n a l t y , and i t ' s compounded by t h e f a c t t h a t t h e r e 

a r e t h e s e t h r e e w e l l s on t h e s p a c i n g u n i t , and i t 

l o o k s t o me l i k e t h e s t a t e ' s c o m p u t e r s y s t e m p r o b a b l y 

c a n ' t h a n d l e t h a t e i t h e r . 

Q. Mr. Boneau, i s i t n o t t r u e t h a t t h e c o n c e p t 

o f i n v o k i n g a p e n a l t y i s t h e Commission's way o f 

t r y i n g t o p r o t e c t c o r r e l a t i v e r i g h t s ; i s t h a t --

A. T h a t ' s my u n d e r s t a n d i n g , y e s , s i r . 

Q. W i t h r e s p e c t t o t h e o p i n i o n r e n d e r e d by 

N e a r b u r g ' s e x p e r t s t h a t a l l o w i n g o r t h e g r a n t i n g o f 

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

r i g h t s , do you have an o p i n i o n w i t h r e s p e c t t o t h a t 

i s s u e ? 

A. Yes. I t h i n k t h a t t h e p e r s o n f r o m N e a r b u r g 

i s c o n f u s e d a b o u t t h e c o n c e p t o f c o r r e l a t i v e r i g h t s , 
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a t l e a s t as I understood what he s a i d . Maybe I 

misunderstood what he s a i d . I under s t o o d him t o say 

t h a t t h e y were e n t i t l e d t o t h e o i l t h a t was o r i g i n a l l y 

under t h e i r s pacing u n i t , and t h a t i s s i m p l y n o t 

t r u e . I f t h e y don't d r i l l a w e l l , t h e y ' r e n o t 

e n t i t l e d t o a n y t h i n g . And when t h e y do d r i l l a w e l l , 

t h e y ' r e e n t i t l e d t o t h e i r share of what's t h e r e a t the 

ti m e t h e y d r i l l a w e l l . They're e n t i t l e d t o what's 

under t h e i r l ease a t t h e t i m e t h e y d r i l l t h e w e l l . 

We had a l a r g e d i s c u s s i o n y e s t e r d a y about 

d r a i n a g e areas o f these Dagger Draw w e l l s and a 

s i m i l a r k i n d of d i s c u s s i o n today. The w e l l s d r a i n 

more t h a n 40 acre s , and t h a t ' s j u s t f i n e , and some of 

the o i l under t h i s -- under t h e 40 acres t h a t we're 

t a l k i n g about here i s being d r a i n e d by t h e w e l l s t h a t 

a l r e a d y e x i s t and o f f s e t , and t h a t ' s j u s t f i n e under 

c o r r e l a t i v e r i g h t s . And t h e owners of those w e l l s 

would i n c l u d e Nearburg. They have every r i g h t t o t h a t 

o i l . No need t o beat t h e s t o r y any more. 

Q. The key the n i s t h e o p p o r t u n i t y t o produce; 

i s i t not? 

A. Yes. The key i s t h e o p p o r t u n i t y t o 

produce, and t h e key i n my mind i s t h a t -- i s t h e o i l 

t h a t i s t h e r e when they have -- when t h e y a c t u a l l y 

d r i l l t h e i r w e l l and o i l t h a t has been t a k e n from 
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u n d e r t h e i r l e a s e l e g a l l y by o f f s e t w e l l s , t h e y have 

no r i g h t t o c r y a b o u t , no r i g h t t o c o m p l a i n , no r i g h t 

t o want t h a t o i l back. 

Q. Then, Mr. Boneau, do y ou have an o p i n i o n as 

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

N e a r b u r g ' s , what e f f e c t t h a t i t has on c o r r e l a t i v e 

r i g h t s and t h e p r e v e n t i o n o f waste? 

A. W e l l , i f t h e y ' r e a l l o w e d t o d r i l l a t t h e i r 

p r o p o s e d l o c a t i o n w i t h no p e n a l t y , t h e y w i l l v i o l a t e 

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

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

und e r c o r r e l a t i v e r i g h t s . 

Q. Then, Mr. Boneau, i s i t y o u r r e c o m m e n d a t i o n 

t h e n based on t h e s e i d e a s t h a t have been p r e s e n t e d 

t o d a y t h a t t h i s a p p l i c a t i o n be d e n i e d ? 

A. T h a t ' s my r e c o m m e n d a t i o n . The f a c t s o f t h e 

case a r e , t h e y can — t h e y ' v e g o t l e g a l p l a c e s t o 

d r i l l , and w h e t h e r o r n o t t h e y ' l l a d m i t o r n o t i s 

f i n e . I f t h e y ' r e a l l o w e d t o d r i l l a t t h e i r p r o p o s e d 

l o c a t i o n , t h e r e must be a s i g n i f i c a n t p e n a l t y , 66 

p e r c e n t a t l e a s t , and t h e r e must be a way t o e n f o r c e 

t h a t . 

And t o me t h e t h i r d f a c t o r o f t h e case i s 

t h a t t h e b e s t s o l u t i o n i s t o deny t h e i r a p p l i c a t i o n 

and g i v e them an o p p o r t u n i t y t o d r i l l a w e l l w h i c h 
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a t t a c k s t h e s e u n d r a i n e d r e s e r v e s t o t h e s o u t h and 

s o u t h w e s t . 

Q. Mr. Boneau, i s t h e r e a n y t h i n g f u r t h e r t h a t 

y o u ' d l i k e t o e x p r e s s t o t h e e x a m i n e r ? 

A. One o r two t i n y t h i n g s , maybe. There was a 

q u e s t i o n back a b o u t t h e s i z e o f pad, somebody asked 

t h a t , and I j u s t happen t o know t h e answer, s i n c e we 

asked an e x p e r t a t Ya t e s P e t r o l e u m on t h e t e l e p h o n e 

t h i s m o r n i n g . The n o r m a l pads o u t t h e r e a r e 250 by 

300, w h i c h i s a b o u t h a l f as b i g as a 400 by 400 pad. 

Den i s e l a i d s o m e t h i n g on me a b o u t d r a i n a g e 

a r e a s , I d o n ' t even remember, b u t i f nobody a s k e d , 

I ' l l f o r g o t t h a t . T h a t ' s my t e s t i m o n y , p l e a s e . 

MR. CARROLL: A l l r i g h t . I w o u l d move, Mr. 

Exa m i n e r , t h e a d m i s s i o n o f Y a t e s E x h i b i t s 5 t h r o u g h 9. 

EXAMINER CATANACH: E x h i b i t s 5 t h r o u g h 9 

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

MR. CARROLL: I w o u l d pass t h e w i t n e s s . 

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

MR. KELLAHIN: No, s i r . 

EXAMINER CATANACH: Mr. Bruce? 

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Boneau, I t h i n k what M i s s F l y -- I had 

asked h e r a q u e s t i o n -- she had gone down t h e l i s t i n g 
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o f v o l u m e t r i c p a r a m e t e r s t h a t N e a r b u r g had us e d , and 

she s a i d t h a t Y a t e s c o r e d a t a and o t h e r d a t a i n d i c a t e d 

t h a t , say, t h e p o r o s i t y v a l u e was --

A. 6 t o 8 p e r c e n t i n s t e a d o f 12. 

Q. I n s t e a d o f 12 p e r c e n t ? And t h e w a t e r 

s a t u r a t i o n v a l u e was d i f f e r e n t ? 

A. She had a h i g h e r number, y e s . 

Q. H i g h e r number? Would t h o s e v a l u e s t e n d t o 

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

c a l c u l a t e d , u s i n g Y a t e s ' numbers? 

A. Those changes w o u l d -- i f N e a r b u r g used o u r 

numbers i n s t e a d o f t h e i r numbers i n t h o s e 

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

a r e a s . 

Q. Okay. Now, you r e f e r r e d t o a h e a r i n g 

y e s t e r d a y , i t had t o do w i t h an a r e a t o t h e s o u t h o f 

t h e Dagger Draw, and I b e l i e v e you t e s t i f i e d a t t h a t 

h e a r i n g , d i d you n o t , Dr. Boneau? 

A. I b e l i e v e so, y e s , s i r . 

Q. A Y a t e s case f o r p o o l r u l e s ? 

A. I remember i t , y e s , s i r . 

Q. And a t t h a t h e a r i n g , I t h i n k y o u s t a t e d 

t h a t , i n y o u r o p i n i o n , t h e Dagger Draw w e l l s d r a i n e d 

anywhere f r o m 50 t o 120 a c r e s ; i s t h a t an a c c u r a t e 

comment o f y o u r t e s t i m o n y ? 
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A. I b e l i e v e I s a i d t h a t as a r o u n d number, 

a v e r a g e w o u l d be 80 a c r e s , and t h a t w o u l d v a r y i n 

a p p r o x i m a t e t o t h e r a n g e he s a i d . 

MR. STOVALL: Dr. Boneau was q u o t e d 

y e s t e r d a y as q u o t i n g s o m e t h i n g he s a i d some t i m e ago; 

so I t h i n k any numbers he says o r w i t h r e s p e c t t o what 

he s a i d a t a n o t h e r t i m e i s p r o b a b l y --

MR. BRUCE: I'm n o t a s k i n g h im -- l e t me 

ask t h i s . 

Q. I s i t y o u r o p i n i o n , Dr. Boneau, t h a t t h e 

Dagger Draw w e l l s d r a i n f r o m 50 t o 120 a c r e s ? 

A. Yes, i t ' s my o p i n i o n t h a t t h e r e a r e Dagger 

Draw w e l l s t h a t d r a i n f r o m 50 t o 100 a c r e s . And i t ' s 

my o p i n i o n t h a t an a v e r a g e i s somewhere a r o u n d t h e 80. 

Q. Have you p e r f o r m e d any c a l c u l a t i o n s on t h e 

Conoco No. 11 o r t h e N e a r b u r g No. 2 w e l l s t h a t seem t o 

be most i n i s s u e t o d a y ? 

A. I have n o t s a t down r e c e n t l y and done t h o s e 

c a l c u l a t i o n s . I ' v e h e a r d enough a b o u t t h o s e 

c a l c u l a t i o n s t h a t I have an i d e a i n my head how t h e y 

w o u l d t u r n o u t i f I d i d them. 

Q. What i s t h a t i d e a ? 

A. I t i s t h a t I w o u l d c a l c u l a t e numbers 

somewhat l a r g e r t h a n t h e numbers t h a t were p r e s e n t e d 

t o d a y , and j u s t i t w o u l d be t h e changes i n t h e 
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parameters t h a t we t a l k e d about a few minutes ago. 

Q. Larger than t h e Nearburg numbers? 

A. W e l l , t h e Nearburg -- I've o n l y g o t one 

page of t h i s t h i n g , but t h e Nearburg, you c a l c u l a t e d 

d r a i n a g e areas f o r No. 11 t h a t were --

Q. I t h i n k a p p r o x i m a t e l y 120 or 124 acre s . 

And f o r t h e No. 2, a p p r o x i m a t e l y 74 or 75 acre s . 

A. Okay. There i t i s . I would use p o r o s i t y 

and r e c o v e r y f a c t o r numbers t h a t would t e n d t o 

i n c r e a s e those d r a i n a g e areas. I t h i n k t h a t 

e s p e c i a l l y w i t h t h e No. 11, I t h i n k t h a t your e s t i m a t e 

of p r o j e c t e d u l t i m a t e r e c o v e r y i s h i g h , and t h a t would 

reduce t h e e s t i m a t e such t h a t I might n o t g e t a number 

t h a t ' s t o o much d i f f e r e n t from t h e 124, b u t maybe 140 

or something but not too much d i f f e r e n t from t h a t . 

The Conoco e s t i m a t e f o r those were i n t h e , 

whatever, 60, 65 acre s . And making t h i s same k i n d of 

c o r r e c t i o n s a g a i n , I ' d g e t , whatever, 120, 135, 140. 

Q. I f you used Conoco's numbers b u t plugged i n 

those d i f f e r e n t Yates' numbers, you'd g e t g r e a t e r than 

A. I ' d get g r e a t e r t h a n 80. You're t a l k i n g 

about n o t an average w e l l w i t h t h e No. 11; you're 

t a l k i n g about a g r e a t w e l l w i t h t h e No. 11. 

Q. And t h e No. 11 w e l l , i n your o p i n i o n , are 
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t h e No. 11 and No. 2 w e l l s b e t t e r t h a n a v e r a g e w e l l s ? 

A. They a r e b e t t e r t h a n a v e r a g e w e l l s . 

Somebody e l s e was asked what i s an a v e r a g e w e l l , and 

Y a t e s ' a v e r a g e w e l l o u t o f t h e 140 we have i s 202,000 

b a r r e l s o f o i l and 1.05 Bcf o f gas. 

Q. How many b a r r e l s o f o i l ? 

A. 202,000 b a r r e l s o f o i l and 1.05 B c f . And 

t h a t gas number i s p r o b a b l y h i g h e r t h a n i t w o u l d be 

f o r N e a r b u r g because we have some w e l l s i n t h e gas 

cap. Maybe t h e o i l number w o u l d be a l i t t l e l o w 

because we have some w e l l s i n t h e gas cap. T h a t ' s o u r 

a v e r a g e . And t h e two w e l l s we t a l k e d a b o u t a r e 

c l e a r l y way b e t t e r t h a n t h a t a v e r a g e . 

Q. I n y o u r o p i n i o n , as o f t o d a y , have t h e No. 

11 and No. 2 w e l l s d r a i n e d t h e 40 a c r e s ? 

A. Yes. 

MR. BRUCE: Thank y o u , Dr. Boneau. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. J u s t one q u e s t i o n , Dr. Boneau, t h e 66 

p e r c e n t p e n a l t y t h a t you recommended, how was i t 

a r r i v e d a t ? 

A. You've seen a l l t h e p e n a l t y numbers t h a t I 

have t h e r e . 

Q. I see. 
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A. The a v e r a g e i s 53. I n E x h i b i t 8, t h e r e a r e 

some c o r o l l a r i e s f r o m u s i n g t h a t p e n a l t y , we'd say, 

and my j u d g m e n t was t h a t t h a t ' s n o t a s u f f i c i e n t 

p e n a l t y . The h i g h e s t number i n t h e t h r e e - p a r t f o r m u l a 

i s 66, and so I d i d t h e o t h e r -- t h e c a l c u l a t i o n f o r 

t h a t h i g h e s t o f t h e t h r e e p a r t s . And as I s a i d , i n my 

o p i n i o n , t h a t s t a r t s t o be a p e n a l t y t h a t h u r t s . 

EXAMINER CATANACH: I have n o t h i n g e l s e . 

MR. KELLAHIN: I t h i n k I m i s u n d e r s t o o d t h e 

q u e s t i o n . T h a t p e n a l t y i s n o t y o u r r e c o m m e n d a t i o n , i s 

i t , Dr. Boneau? 

THE WITNESS: No. No. My r e c o m m e n d a t i o n 

was t h a t t h e t h i n g be d e n i e d because o f t h e p r o b l e m s 

o f i m p l e m e n t i n g a p e n a l t y . 

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

EXAMINER CATANACH: I u n d e r s t a n d . 

MR. STOVALL: The q u e s t i o n was j u s t how he 

came up w i t h t h a t number, Mr. K e l l a h i n . 

EXAMINER CATANACH: A n y t h i n g e l s e o f t h i s 

w i t n e s s ? I f n o t , he may be e x c u s e d . 

MR. CARROLL: Mr. Exa m i n e r , t h a t c o n c l u d e s 

Y a t e s ' case. 

MR. BRUCE: I h a t e t o say t h i s , Mr. 

Exa m i n e r , b u t I w o u l d l i k e some b r i e f r e b u t t a l . 

EXAMINER CATANACH: How l o n g r e b u t t a l ? 
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MR. STOVALL: Why d o n ' t we t a k e a b r e a k and 

l e t Mr. Bruce --

MR. BRUCE: I w o u l d say f i v e m i n u t e s f o r me 

o f D i r e c t . 

MR. STOVALL: Would a c o u p l e o f m i n u t e s o f 

b r e a k h e l p you t o f o r m u l a t e t h a t and g e t i t c l e a n e d 

up? 

MR. BRUCE: Sure. L e t ' s do t h a t . 

( T h e r e u p o n , a r e c e s s was t a k e n . ) 

EXAMINER CATANACH: Go ahead. 

MR. BRUCE: Mr. Exa m i n e r , I b r o u g h t Mr. 

E l g e r back t o t h e s t a n d who was p r e v i o u s l y q u a l i f i e d . 

JERRY ELGER, 

t h e w i t n e s s h e r e i n , a f t e r 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. BRUCE: 

Q. Mr. E l g e r , you have b e f o r e you y o u r 

E x h i b i t s 6 and 7, t h e i s o p a c h and t h e t o p s t r u c t u r e , 

t h e Y a t e s E x h i b i t s 3 and 4, and t h e Conoco 6 and 7? 

MR. STOVALL: I s o p a c h s and s t r u c t u r e s ; i s 

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

MR. BRUCE: T h a t ' s c o r r e c t , each p a r t y ' s 

i s o p a c h s and s t r u c t u r e s . 

Q. Now, you've been h e r e w h i l e Y a t e s and 
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Conoco's g e o l o g i s t s have t e s t i f i e d ; r i g h t , Mr. E l g e r ? 

A. Yes. 

Q. And t h e i r f i g u r e on t h e t o p o f s t r u c t u r e 

and t h e d o l o m i t e t h i c k n e s s a t t h e F o s t e r Fee No. 1 and 

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 31 v a r i e s 

c o n s i d e r a b l y f r o m y o u r numbers; i s t h a t c o r r e c t ? 

A. T h a t i s c o r r e c t . 

Q. Would you p l e a s e t e l l how you a r r i v e d a t 

t h a t f i g u r e and how, i n y o u r o p i n i o n , t h a t a f f e c t s t h e 

v a l i d i t y o f t h e Y a t e s and Conoco s t r u c t u r e and 

i s o p a c h s ? 

A. Okay. We p r o d u c t i o n t e s t e d t h a t w e l l on 

s e v e r a l o c c a s i o n s , and as I t e s t i f i e d e a r l i e r , t h e 

l o w e r s e t o f p e r f o r a t i o n s on E x h i b i t 9, w h i c h i s 

c r o s s - s e c t i o n t o A', shows b a s i c a l l y where t h e 

d o l o m i t e r e s e r v o i r r o c k s t a r t s , and o f c o u r s e when we 

d r i l l e d , we were i n wet d o l o m i t e where p r o d u c t i o n 

t e s t e d w a t e r . 

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

above t h a t , none o f w h i c h were e i t h e r w a t e r o r 

h y d r o c a r b o n b e a r i n g . So t h e t o p o f t h e r e s e r v o i r 

d o l o m i t e i n t h a t w e l l i s a t a subsea o f minus 4225. 

E s t i m a t e d d o l o m i t e t h i c k n e s s -- and a g a i n i f you 

compare w i t h t h e w e l l s t o t h e n o r t h and w e s t , y o u ' l l 

see t h a t w h a t ' s happened t o t h i s w e l l i s t h a t i t ' s 
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d r i l l e d i n an a r e a where t h e u p p e r p a r t o f t h e bank 

has n o t been d o l o t i m i z e d . T h e r e f o r e , i t ' s i n a 

s t r u c t u r a l l y low p o s i t i o n , and i t ' s i n a d o l o m i t e t h i n 

p o s i t i o n . 

What I ' d l i k e t o do v e r y , v e r y b r i e f l y i s 

j u s t compare t h e g e o l o g y , Y a t e s , Conoco, and 

N e a r b u r g . I w o u l d r e f e r t o t h e i s o p a c h maps f r o m each 

o f t h e t h r e e r e s p e c t i v e companies. They show t h a t a 

d o l o m i t e t h i n e x i s t s a c r o s s t h e S e c t i o n 25, t h e s o u t h 

p o r t i o n o f S e c t i o n 25. 

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

t o t h a t e f f e c t . However, on t h e o t h e r s i d e , where you 

have -- i f you ho n o r y o u r w e l l d a t a on t h e e a s t s i d e 

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

i n f o r m a t i o n f r o m t h e N e a r b u r g F o s t e r Fee w e l l . The 

r e a s o n you have t o i n c o r p o r a t e i t i s because i t ' s a 

c l u e as t o wh a t ' s o c c u r r i n g on t h e e a s t s i d e o f t h i s 

f i e l d . I f I draw a l i n e , j u s t a s t r a i g h t edge l i n e 

f r o m t h e N e a r b u r g Dagger Draw No. 2 w e l l t h a t ' s i n t h e 

n o r t h e a s t q u a r t e r t o t h e N e a r b u r g F o s t e r F e d e r a l No. 

1, w h i c h i s t h e l o c a t i o n 1980 f r o m t h e w e s t , 660 f r o m 

t h e s o u t h o f S e c t i o n 31 -- i f I l a y a s t r a i g h t edge on 

t h o s e two w e l l s , t h e y ' r e s t r u c t u r a l l y f l a t , b u t y o u ' l l 

n o t i c e t h a t t h e F o s t e r Fee W e l l a l m o s t f a l l s on t h a t 

l i n e , and i t ' s o v e r 100 f e e t s t r u c t u r a l l y l o w t o b o t h 
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o f t h o s e w e l l s . 

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

t h a t w e l l i s anomalous. I know by t h e l o g t h a t i t ' s 

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

l o w . And my c o n t e n t i o n i s t h a t a s t r u c t u r a l l ow and a 

d o l o m i t e t h i n c o n n e c t s w i t h t h a t t h a t y ou see a c r o s s 

-- t h a t a l l t h r e e i n t e r p r e t a t i o n s have mapped coming 

a c r o s s t h e s o u t h h a l f o f S e c t i o n 25. 

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

and w e s t o f t h e K a t h y Eyre w e l l , w h i c h i s t h e w e l l i n 

c o n t e n t i o n , w h i c h b o t h Conoco and Y a t e s have t e s t i f i e d 

t o t h a t i f we j u s t d r i l l t o t h e s o u t h o r t o t h e west 

o f i t , we w o u l d be s t r u c t u r a l l y f l a t o r have good 

r e s e r v o i r r o c k . And I c o n t e n d t h a t t h e r e ' s a 

c o n n e c t i o n between t h i s t h i n and l o w , and i t o c c u r s t o 

t h e s o u t h and we s t o f t h a t K a t h y Eyre w e l l . 

T h e r e f o r e , we c o n t e n d t h e optimum l o c a t i o n 

w o u l d be t o move t o t h e n o r t h o r w e s t . 

Q. N o r t h o r --

A. N o r t h o r e a s t , I'm s o r r y . 

Q. And, once a g a i n , you s a i d t h a t t h e F o s t e r 

Fee i n 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 o f 31 i s wet? 

A. The r e s e r v o i r r o c k was t e s t e d 

w a t e r - b e a r i n g . 

Q. And you want t o s t a y away f r o m t h a t ? 
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A. Yes. 

MR. BRUCE: T h a t ' s a l l I have. 

EXAMINER CATANACH: Any c r o s s f o r t h i s 

w i t n e s s ? 

MR. KELLAHIN: None. 

EXAMINER CATANACH: Mr. C a r r o l l ? 

EXAMINATION 

BY MR. CARROLL: 

Q. One o f t h e r e a s o n s t h a t y o u ' r e s a y i n g t h a t 

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

S e c t i o n 25 i s because t h e r e a r e n ' t any w e l l s d r i l l e d 

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

A. No. I f you l o o k a t t h e w e l l t h a t ' s d r i l l e d 

a t t h e l e g a l l o c a t i o n i n t h e s o u t h w e s t q u a r t e r o f 25 

t h a t ' s 1980 f r o m t h e s o u t h and e a s t l i n e s , t h a t w e l l 

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

t h e w e s t o u t h e r e r e g i o n a l l y , and you can see t h a t 

i t ' s on t h e o r d e r o f m a g n i t u d e o f 75 f e e t s t r u c t u r a l l y 

low t o t h e e a s t o f f s e t , and i t s h o u l d n ' t be. So 

t h e r e ' s a low t h a t o c c u r s t h r o u g h t h e r e . And i f you 

l o o k a t t h e t h i c k n e s s o f t h e d o l o m i t e w e l l , i t ' s o n l y 

112 f e e t t h i c k . The low i s caused by t h e d o l o m i t e 

t h i n . 

Q. And you w i l l a g r e e t h a t t h e r e a r e w e l l s 

t h a t c o n t r a d i c t y o u r s t a t e m e n t t h a t a t h i n and a l o w e r 
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p o s i t i o n o f t h e d o l o m i t e does n o t a l w a y s d i c t a t e how 

good t h e w e l l i s ? 

A. I t depends on where t h e t h i n g o c c u r s i n t h e 

can y o n . I f i t ' s o c c u r r i n g f r o m t h e b o t t o m up, i t has 

no e f f e c t . I f i t ' s o c c u r r i n g f r o m t h e t o p down, as i t 

does i n t h i s a r e a , i t has a tr e m e n d o u s e f f e c t . 

Q. Have you a n a l y z e d each o f t h o s e w e l l s t o 

d e t e r m i n e i f t h a t ' s how t h a t o c c u r r e d ? 

A. I n t h e a r e a o f i n t e r e s t t o d a y , y e s . I 

d o n ' t have t h e l o g on t h e C o v e r t w e l l w i t h me, i t may 

be on t h e Conoco c r o s s - s e c t i o n -- i t ' s my r e c o l l e c t i o n 

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

b o t t o m , and t h a t d o e s n ' t a f f e c t t h e n e t f e e o f pay i n 

t h a t w e l l because i t ' s d o l o m i t e s t i l l i n t h e t o p . 

T h e r e f o r e , i t a p p e a r s as an anomalous w e l l , a d o l o m i t e 

t h i n , b u t i n r e a l i t y i t s t i l l has an e q u i v a l e n t 

s e c t i o n o f d o l o m i t e above t h e o i l - w a t e r t r a n s i t i o n 

a r e a . 

MR. CARROLL: T h a t ' s a l l I have. 

EXAMINER CATANACH: A n y t h i n g e l s e o f t h i s 

w i t n e s s ? The w i t n e s s may be ex c u s e d . 

A n y t h i n g e l s e . 

MR. KELLAHIN: We c a l l Mr. H a r d i e . 

Would you l e a v e t h o s e d i s p l a y s f o r me 

t h e r e , p l e a s e . 
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B I L L HARDIE, 

t h e w i t n e s s h e r e i n , a f t e r 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. KELLAHIN: 

Q. Mr. H a r d i e , Mr. E l g e r has f o u n d f a u l t o r 

weakness w i t h y o u r a n a l y s i s and i n t e r p r e t a t i o n , as 

w e l l as Mrs. F l y , because you d i d n o t have t h e b e n e f i t 

o f what he says i s c r i t i c a l i n f o r m a t i o n a b o u t t h e 

F o s t e r w e l l . 

A. T h a t i s c o r r e c t . 

Q. Do you have any r e b u t t a l ? 

A. I do. I'm n o t s u r e what he's b a s i n g h i s 

t o p o f t h e d o l o m i t e and d o l o m i t e t h i c k n e s s on. From 

h i s p r e v i o u s t e s t i m o n y j u s t a m i n u t e ago, he seemed t o 

make i t sound l i k e he based i t on a p r o d u c t i o n t e s t . 

And s i n c e t h e y t e s t e d t h e u p p e r p a r t o f t h e zone, and 

i t t e s t e d t i g h t , he assumed i t was n o t d o l o m i t e . 

And I d o n ' t know w h e t h e r t h a t ' s t h e case o r 

n o t , b u t you c e r t a i n l y c a n n o t p i c k t h e d o l o m i t e based 

on a c a s e d - h o l e n e u t r o n l o g , w h i c h i s what t h e y 

p r e s e n t e d i n t h e t e s t i m o n y t o d a y . So what I ' v e seen 

so f a r i s n o t enough e v i d e n c e t o p i c k t h e t o p o f t h e 

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

They may have mud l o g s , t h e y may have 
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d r i l l i n g s a m p l e s ; I d o n ' t know a b o u t t h a t . They may 

have based t h e i r t o p on t h a t . I ' l l g r a n t them t h a t 

t h e y may have more d a t a t h a n we do, b u t w i t h what I ' v e 

seen t o d a y , I d o n ' t t h i n k you c o u l d a c c u r a t e l y p i c k a 

d o l o m i t e t o p . 

The o t h e r p o i n t o f c o n t e n t i o n t h a t I m i g h t 

make has t o do w i t h t h e c r o s s - s e c t i o n t h a t was 

p r e s e n t e d by N e a r b u r g . I t ' s -- I'm n o t s u r e , I d o n ' t 

have t h e e x h i b i t number on i t , b u t i t was t h e i r o n l y 

c r o s s - s e c t i o n — A-A', i n w h i c h t h e y show on t h e r e 

F o s t e r 31 Fee No. 1 w e l l , t h e y show t h e c o m p l e t e d 

i n t e r v a l , and i t ' s c l e a r l y c o m p l e t e d b e l o w t h e 

o i l - w a t e r c o n t a c t , as I e s t a b l i s h e d on my 

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

And based on t h a t , t h e f a c t t h a t t h e y 

p e r f o r a t e d what Y a t e s c a l l s t h e " b i g w a t e r " condemns 

t h i s w e l l i m m e d i a t e l y because we have seen i n r e p e a t e d 

cases t h a t when you p e r f o r a t e t h e w a t e r zone, even 

t h o u g h you may be opened up i n t h e o i l zone, y o u ' r e 

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

And much t o my c h a g r i n , I ' v e done t h a t 

m y s e l f . I know t h a t i t happens. So I w o u l d c o n t e s t 

t h a t t h e y have a c c u r a t e l y t e s t e d t h i s w e l l and 

d e t e r m i n e d t h a t i t i s wet based on t h a t . 

Q. W i t h t h e a c c u r a c y and t h e r e l i a b i l i t y o f 
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t h e n e a r w e l l c o n t r o l s t o t h e n o r t h w e s t q u a r t e r , i s i t 

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

absence o f d a t a a b o u t t h e F o s t e r w e l l ? 

A. Yes, i t ' s v e r y s i g n i f i c a n t . 

Q. To what s i g n i f i c a n c e do you a t t a c h any o f 

y o u r i n t e r p r e t a t i o n t o t h e F o s t e r i n f o r m a t i o n ? 

A. To me t h e s i g n i f i c a n c e t h a t I a t t a c h e d w i t h 

r e g a r d s t o t h e l o c a t i o n t h a t we've been t a l k i n g a b o u t 

i n t h e n o r t h w e s t q u a r t e r o f S e c t i o n 3 1 , i t has v e r y 

l i t t l e . I w o u l d a p p l y a l o t more s i g n i f i c a n c e on t h e 

n e a r b y w e l l s . I t h i n k t h e y ' r e a much b e t t e r i n d i c a t o r 

o f what you m i g h t e x p e c t t o f i n d a t t h a t l o c a t i o n . 

Q. I t h i n k I have c o n f u s e d you w i t h my 

q u e s t i o n . My q u e s t i o n was, w i t h r e g a r d s t o t h e n e a r b y 

w e l l i n f o r m a t i o n t o t h e n o r t h w e s t q u a r t e r o f 3 1 , t h o s e 

a r o u n d t h e r e , how i m p o r t a n t i s t h a t i n f o r m a t i o n t o you 

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

s o u t h e a s t ? 

A. T h a t i n f o r m a t i o n i s much more i m p o r t a n t 

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

Q. Does i t m a t t e r t o y o u r i n t e r p r e t a t i o n 

w h e t h e r o r n o t t h e r e i s more i n f o r m a t i o n o r t h e 

a c c u r a c y o f t h a t i n f o r m a t i o n a b o u t t h e F o s t e r w e l l ? 

A. I t w o u l d change n o t h i n g i f I l e a r n e d t h a t 

t h e r e was no d o l o m i t e w h a t s o e v e r i n t h a t w e l l because 
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i t ' s s i m p l y n o t c l o s e enough. The o t h e r w e l l s a r e 

much more i m p o r t a n t i n d i c a t o r s o f what y o u m i g h t 

e x p e c t t o f i n d . 

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

EXAMINER CATANACH: Any c r o s s ? 

MR. CARROLL: No. 

MR. BRUCE: No, s i r . 

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

ex c u s e d . 

MR. STOVALL: A r e you g o i n g t o p u t M i s s F l y 

back up a g a i n , o r a r e you g o i n g t o l e a v e i t a l o n e ? 

MR. CARROLL: I t h i n k we're g o i n g t o l e a v e 

i t a l o n e . 

MR. STOVALL: A k n o w i n g s m i l e when you t a l k 

a b o u t p e r f o r a t i n g t h e w a t e r , huh? 

MS. FLY: We've a l l done t h a t . 

EXAMINER CATANACH: Would c o u n s e l l i k e t o 

g i v e b r i e f c l o s i n g s t a t e m e n t s i n t h i s case o r n o t ? 

MR. BRUCE: I w o u l d l i k e t o . 

MR. KELLAHIN: A l l r i g h t , w e l l , w e ' l l g i v e 

Mr. B r u c e s o m e t h i n g t o t a l k a b o u t t h e n . I guess i t ' s 

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

l a s t . We s c a r e d away Mr. S t o v a l l . A t l e a s t we've 

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

I f you g r a n t t h i s a p p l i c a t i o n , Mr. 
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E x a m i n e r , I t h i n k you have seen one o f t h e l a s t w e l l s 

d r i l l e d a t a s t a n d a r d l o c a t i o n i n t h i s p o o l . You're 

g o i n g t o s t a r t an encr o a c h m e n t war, because t o g r a n t 

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

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

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

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

p r e d i c a t e t o j u s t i f y t h e l o c a t i o n by w h i c h we t h e n 

b a l a n c e e q u i t y w i t h a p e n a l t y i s t h e a b s o l u t e 

o b l i g a t i o n on N e a r b u r g t o d e m o n s t r a t e t h a t t h e y do n o t 

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

a c c e s s t h a t r e s e r v o i r . 

They have f a i l e d i n t h a t p r o o f . I t i s 

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

T h e i r own g e o l o g i c w i t n e s s has d e m o n s t r a t e d t h e 

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

s t a n d a r d l o c a t i o n s . I t has been v a l i d a t e d by M i s s F l y 

and Mr. H a r d i e . I t i s a r e a l t r e a t t o have b o t h o f 

t h o s e two i n d i v i d u a l s b e f o r e you t o d a y w i t h two o f t h e 

companies t h a t r e p r e s e n t t h e m a j o r i t y o f t h e w e l l s 

t h a t a r e d r i l l e d and d e v e l o p e d i n t h i s p o o l . You 

c a n ' t g e t b e t t e r e x p e r t s b e f o r e you on t h i s t o p i c t h a n 

you r e c e i v e d t o d a y f r o m Conoco and Y a t e s . We a r e 

e n t i t l e d t o c r e d i t and c r e d i b i l i t y f o r t h e e x p e r i e n c e 

and k n o w l e d g e t h a t t h o s e t e c h n i c a l p e o p l e b r i n g w i t h 
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them and p r e s e n t t o you. 

I t i s i n a p p r o p r i a t e a p p l i c a t i o n of 

c o r r e l a t i v e r i g h t s f o r Mr. Bruce t o suggest t h a t he 

needs a nonstandard l o c a t i o n i n o r d e r t o now compete 

w i t h w e l l s t h a t are w i t h d r a w i n g o i l from t h e r e s e r v o i r 

a t s t a n d a r d l o c a t i o n s . That i s s i m p l y f a t a l l y 

f l a w e d . I t i s not t h e law and not t h e r u l e . And i f 

you g r a n t t h e e x c e p t i o n f o r t h a t reason, t h e n we're 

g o i n g t o be doi n g nonstandard l o c a t i o n s from now t i l l 

C h r istmas, f o u r days a week, because we're a l l g o i n g 

t o be i n here s e e k i n g t o encroach upon each o t h e r , 

u s i n g t h e excuse t h a t t h e y ' r e t r y i n g t o make f l y 

here. They ought t o thank us f o r opposing them 

because t h e y ' r e about t o make a c r i t i c a l m i s t a k e . 

We've demonstrated w i t h our own knowledge and 

e x p e r t i s e t h a t t h e y ' r e f a r b e t t e r o f f a t a s t a n d a r d 

l o c a t i o n . 

I t ' s an unusual precedent t o deny an 

a p p l i c a t i o n f o r a l o c a t i o n , but t h i s one begs t o be 

deni e d , and we ought t o do i t . 

EXAMINER CATANACH: Mr. C a r r o l l ? 

MR. CARROLL: I t h i n k Mr. K e l l a h i n has ve r y 

a d e q u a t e l y summed up t h e problem f a c i n g t h e Commission 

here. T h i s case c a r r i e s a f a r g r e a t e r p r e c e d e n t i a l 

v a l u e t h a n t h e e f f e c t t h a t i t ' s g o i n g t o have on the 
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p a r t i e s w i t h r e s p e c t t o t h i s one p a r t i c u l a r l o c a t i o n . 

Not o n l y i s i t g o i n g t o o v e r t a x I t h i n k t h e 

c a p a b i l i t i e s and t h e resou r c e s of t h e Commission t o 

t r y t o r e f e r e e t h e war t h a t ' s g o i n g t o happen, i t ' s 

j u s t n o t g o i n g -- t h e r e ' s no way t h a t we can keep a 

l i d on t h i s s i t u a t i o n . T h i s whole a p p l i c a t i o n i s one 

t h a t i s d e v i a t i n g from p r e c e d e n t s , d e v i a t i n g from t h e 

reason f o r t h e c r e a t i o n of an unorthodox l o c a t i o n , and 

I want t o s t r e s s t h a t i t ' s Nearburg's o b l i g a t i o n t o 

prove t h a t t h e r e were no o t h e r l o c a t i o n s . 

Even t h e l e t t e r from t h e BLM t h a t t h e y 

i n t r o d u c e d as an e x h i b i t s a i d t h e r e were o t h e r 

p o s s i b l e l o c a t i o n s . We never heard any evidence about 

t h a t . There may be -- we can a l l u d e t o t h e f a c t t h a t 

maybe t h e r e ' s an a r c h e o l o g i c a l s i t e , b u t t h a t ' s n o t 

our j o b t o d i s p r o v e . I t ' s t h e i r j o b t o d i s p r o v e t h e y 

have no o t h e r l o c a t i o n , and th e y j u s t haven't c a r r i e d 

t h a t burden. 

The o t h e r p o i n t i s t h a t i t i s seldom t h a t 

you g e t p a r t i e s who have t h e k i n d of e x p e r t i s e and t h e 

knowledge i n a f i e l d l i k e t h i s t o come i n t h r o u g h 

s e p a r a t e p a r t i e s , separate sources of i n f o r m a t i o n and 

reach t h e same c o n c l u s i o n . I t j u s t doesn't happen. I 

t h i n k t h a t lends c r e d i b i l i t y , extreme c r e d i b i l i t y , t o 

th e g e o l o g i c a l p r e s e n t a t i o n t h a t ' s been p r e s e n t e d here 
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w i t h r e s p e c t t o t h e p o s s i b l e l o c a t i o n s , s t a n d a r d 

l o c a t i o n s . 

W i t h t h a t , we'd ask t h a t t h e a p p l i c a t i o n be 

d e n i e d . 

EXAMINER CATANACH: Mr. Bruce? 

MR. BRUCE: Mr. Exa m i n e r , I t h i n k Mr. 

C a r r o l l ' s and Mr. K e l l a h i n ' s f e a r s a r e s u b s t a n t i a l l y 

o v e r b l o w n . N e a r b u r g i s b e f o r e you s e e k i n g a p p r o v a l o f 

a s i n g l e u n o r t h o d o x w e l l l o c a t i o n . N e a r b u r g d i d n ' t 

choose t h i s l o c a t i o n on a whim, and i t w o u l d n o r m a l l y 

d r i l l a t a s t a n d a r d l o c a t i o n . You l o o k a t t h o s e 

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

s t a n d a r d l o c a t i o n s , b u t t h i s i s n ' t p o s s i b l e . T h e r e 

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

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

Second, t h e r e ' s t h e abandoned Hanks w e l l t o 

d e a l w i t h . 

T h i r d , and f i n a l l y , t h e r e ' s t h e p o o r 

g e o l o g y t o t h e s o u t h and west o f i t s p r o p o s e d 

l o c a t i o n . 

Now, t h e r e ' s been b a n t e r i n g a r o u n d a b o u t 

c o r r e l a t i v e r i g h t s . As Mr. Boneau s t a t e d , i t ' s t h e 

o p p o r t u n i t y o f each i n t e r e s t owner t o p r o d u c e h i s o r 

h e r f a i r s h a r e o f o i l o r gas i n t h e p o o l . We b e l i e v e 

t h a t t h e two main o f f s e t t i n g w e l l s , t h e Conoco Dagger 
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No. 11 and t h e N e a r b u r g Dagger Draw No. 2, w h i c h have 

a l r e a d y p r o d u c e d o v e r 300,000 b a r r e l s each, w h i c h , as 

Dr. Boneau has t e s t i f i e d , i s above t h e a v e r a g e f o r a 

Dagger Draw w e l l , have p r o d u c e d t h e i r f a i r s h a r e . 

I t h i n k t h e e v i d e n c e by b o t h Y a t e s and 

N e a r b u r g shows t h a t t h e s e w e l l s , i f t h e y a r e a l l o w e d 

t o p r o d u c e w i t h o u t any c o m p e t i t i o n , w i l l d r a i n 80 t o 

120 a c r e s each. Thus -- and t h e y ' v e a l r e a d y d r a i n e d 

40 a c r e s each. So f r o m t h i s day f o r w a r d , t h o s e t wo 

w e l l s a r e g o i n g t o d r a i n N e a r b u r g ' s a c r e a g e i n 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 a t w e l l a d v e r s e l y 

a f f e c t s N e a r b u r g ' s c o r r e l a t i v e r i g h t s . 

Thus we b e l i e v e an u n o r t h o d o x l o c a t i o n 

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

p r o t e c t i t s r i g h t s . Conoco and Y a t e s have d i s c u s s e d 

p o t e n t i a l o r t h o d o x l o c a t i o n s w h i c h t h e y say a r e 

t o p o g r a p h i c a l l y and g e o g r a p h i c a l l y p r o p e r somewhere t o 

t h e s o u t h and we s t o f t h e Hanks d r i l l s i t e . N e a r b u r g 

d i s a g r e e s , and t h e r e s u l t s o f i t s F o s t e r Fee 31 No. 1 

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

s t r o n g l y s u p p o r t i t s p o s i t i o n . 

F u r t h e r m o r e , N e a r b u r g has t e s t i f i e d t h a t i t 

w i l l n o t d r i l l a t t h e l o c a t i o n s p r o p o s e d by Conoco and 

Y a t e s , w h i c h may -- and, once a g a i n , I emphasize "may" 

because t h e r e i s no a r c h e o l o g i c a l s t u d y as o f y e t --
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be t h e o n l y o t h e r l o c a t i o n a v a i l a b l e i n t h i s q u a r t e r -

q u a r t e r s e c t i o n . I f N e a r b u r g c a n ' t d r i l l a w e l l a t 

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

d r a i n e d , p e r i o d . 

N e a r b u r g i s t h e one t h a t ' s w i l l i n g t o spend 

i t s 700,000 bucks o u t h e r e t o d r i l l t h i s w e l l , and i t 

c a n n o t and w i l l n o t r e l a t e Y a t e s o r Conoco g e o l o g y . 

I ' d be shoc k e d i f Y a t e s o r Conoco r e l i e d on N e a r b u r g ' s 

g e o l o g y i n p l a c i n g t h e i r w e l l l o c a t i o n s . S i n c e 

N e a r b u r g i s t h e one s p e n d i n g i t s money, and s i n c e i t 

has a l l o f t h e d a t a on t h e o f f s e t t i n g w e l l s , i t s 

g e o l o g y s h o u l d be r e l i e d on. 

Once a g a i n , we u r g e t h a t t h i s be a p p r o v e d 

w i t h o u t a p e n a l t y . Y a t e s p r o p o s e d a p e n a l t y f o r m u l a , 

one o f w h i c h w o u l d r e q u i r e t h a t N e a r b u r g ' s c u r r e n t 

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

These j u s t a r e n ' t f a i r . I t r e a l l y makes i t i m p o s s i b l e 

f o r N e a r b u r g t o compete a d e q u a t e l y w i t h t h e o f f s e t t i n g 

w e l l s . 

Under t h e OCD s t a t u t e s , S e c t i o n 70-2-12, 

t h e OCD has t h e a u t h o r i t y t o r e q u i r e w e l l s t o be 

p r o d u c e d i n a manner so as n o t t o i n j u r e n e i g h b o r i n g 

l e a s e s . As I ' v e s t a t e d , we b e l i e v e t h e o f f s e t t i n g 

Conoco and N e a r b u r g No. 2 w e l l s w i l l be d r a i n i n g t h e 

n o r t h w e s t q u a r t e r o f S e c t i o n 3 1 , b u t we're n o t a s k i n g 
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f o r a p e n a l t y on t h o s e w e l l s . T h e y ' r e f r e e t o go on 

p r o d u c i n g , and t h e y ' r e p r o d u c i n g a t r a t e s o f 5 o r 600 

b a r r e l s a day. Even i f a N e a r b u r g w e l l i s d r i l l e d , 

t h e y ' r e g o i n g t o p r o d u c e s u b s t a n t i a l l y i n exc e s s o f 

t h e a v e r a g e w e l l i n t h i s p o o l . As Dr. Boneau s a i d , 

t h e y ' r e g r e a t w e l l s . 

A l l we ask i s f o r a f a i r o p p o r t u n i t y f o r 

N e a r b u r g t o compete. P l e a s e g r a n t t h e a p p l i c a t i o n . 

EXAMINER CATANACH: Thank y o u , Mr. B r u c e . 

Gentlemen, I ' d l i k e r o u g h d r a f t o r d e r s i n 

t h i s c ase. 

MR. KELLAHIN: Mine's g o i n g t o be k i n d o f 

smooth. I s t h a t a l l r i g h t ? 

MR. CARROLL: What k i n d o f t i m e f r a m e a r e 

you a s k i n g f o r ? The r e a s o n I say, I'm g o i n g t o be 

gone a l l n e x t week. 

MR. BRUCE: So am I . Three weeks. 

EXAMINER CATANACH: Thr e e weeks, yea h , 

t h r e e weeks w i l l be f i n e . 

T h e r e b e i n g n o t h i n g f u r t h e r i n t h i s c a s e , 

Case 10731 w i l l be t a k e n a d v i s e m e n t , and w e ' l l a d j o u r n 

t h i s h e a r i n g . 
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