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EXAMINER CATANACH: W e ' l l c a l l t h e 

h e a r i n g b a c k t o o r d e r f o r D o c k e t # 2 3 - 9 3 . 

A t t h i s t i m e I ' l l c a l l Case 1 0 7 9 6 . 

A p p l i c a t i o n o f Manzano O i l C o r p o r a t i o n f o r an 

u n o r t h o d o x gas w e l l l o c a t i o n , Lea C o u n t y , New 

Mex i c o. 

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 c a s e ? 

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

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

f i r m , C a m p b e l l , C a r r , b e r g e & S h e r i d a n . I 

r e p r e s e n t Manzano O i l C o r p o r a t i o n i n t h i s c a s e , 

and I h a v e t w o w i t n e s s e s . 

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. E x a m i n e r , I'm Tom 

K e l l a h i n o f t h e S a n t a Fe l a w f i r m o f K e l l a h i n & 

K e l l a h i n , a p p e a r i n g i n o p p o s i t i o n t o t h e 

A p p l i c a n t . I r e p r e s e n t M a r a t h o n O i l Company i n 

a s s o c i a t i o n w i t h Mr. Dow C a m p b e l l . 

I h a v e p o t e n t i a l l y t h r e e w i t n e s s e s , a nd 

I w o u l d l i k e a l l my w i t n e s s e s t o be s w o r n . 

EXAMINER CATANACH: Can I g e t a l l t h e 

w i t n e s s e s t o s t a n d a nd be s w o r n i n a t t h i s t i m e . 

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

MR. CARR: A t t h i s t i m e , Mr. C a t a n a c h , 
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we w o u l d c a l l Mr. M i k e B r o w n . 

CHARLES MICHAEL BROWN 

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

e x a m i n e d and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. W i l l y o u s t a t e y o u r f u l l name f o r t h e 

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

A. C h a r l e s M i c h a e l B r o w n . 

Q. Where do y o u r e s i d e ? 

A. I r e s i d e i n R o s w e l l , New M e x i c o . 

Q. By whom a r e y o u e m p l o y e d ? 

A. By Manzano O i l C o r p o r a t i o n . 

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

Manzano? 

A. G e o l o g i s t . 

Q. Mr. B r o w n , h a v e y o u p r e v i o u s l y 

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

A. No, I h a v e n o t . 

Q. C o u l d y o u s u m m a r i z e y o u r e d u c a t i o n a l 

b a c k g r o u n d a n d w o r k e x p e r i e n c e f o r Mr. C a t a n a c h . 

A. Okay. I h a v e a b a c h e l o r o f s c i e n c e 

d e g r e e i n g e o l o g y f r o m B a y l o r U n i v e r s i t y , 1 9 8 1 . 

I h a v e a m a s t e r ' s g e o l o g y f r o m t h e U n i v e r s i t y o f 

O k l a h o m a , 1 9 83. I h a v e a m a s t e r ' s i n b u s i n e s s 

RODRIGUEZ REPORTING 
( 505 ) 9 8 8 - 1 772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

2 0 

2 1 

2 2 

2 3 

24 

2 5 

6 

a d m i n i s t r a t i o n a n d f i n a n c e f r o m t h e U n i v e r s i t y o f 

T e x a s a t D a l l a s , 1 9 8 9 . 

I h a v e 10 y e a r s ' w o r t h o f e x p e r i e n c e . 

I ' v e w o r k e d f o r E x x o n C o r p o r a t i o n , P r e c t i n 

Company, USA, i n A n d r e w s , T e x a s . I w o r k e d f o r 

T e x a s O i l & Gas i n S h r e e v e p o r t , L o u i s i a n a , a nd 

f o r t h e l a s t t w o a n d a h a l f y e a r s I ' v e w o r k e d f o r 

Manzano O i l C o r p o r a t i o n . 

Q. I n y o u r v a r i o u s j o b s w i t h E x x o n , T e x a s 

O i l & Gas, and Manzano, h a v e y o u , a t a l l t i m e s , 

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

A. Yes, I h a v e . 

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

f i l e d i n t h i s c a s e on b e h a l f o f Manzano O i l 

C o r p o r a t i o n ? 

A. Y e s, l a m . 

Q. A r e y o u f a m i l i a r w i t h t h e Manzano O i l 

C o r p o r a t i o n Neuhaus F e d e r a l #2 w e l l ? 

A. Y e s, I h a v e . 

Q. Have y o u made a g e o l o g i c a l s t u d y o f t h e 

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

p o o l ? 

A . Y e s, I h a v e . 

MR. KELLAHIN: I w o u l d t e n d e r Mr. Brown 

as an e x p e r t w i t n e s s i n p e t r o l e u m g e o l o g y . 

RODRIGUEZ REPORTING 
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EXAMINER CATANACH: Mr. B r o w n i s so 

q u a l i f i e d . 

Q. W o u l d y o u b r i e f l y s t a t e w h a t Manzano 

O i l C o r p o r a t i o n s e e k s w i t h t h i s a p p l i c a t i o n ? 

A. Manzano O i l C o r p o r a t i o n s e e k s a p p r o v a l 

o f an u n o r t h o d o x gas w e l l l o c a t i o n f o r i t s 

N e u h a u s F e d e r a l W e l l # 2 , l o c a t e d 660 f e e t f r o m 

t h e n o r t h l i n e a n d 1,650 f e e t f r o m t h e e a s t l i n e 

o f s e c t i o n 14, T o w n s h i p 20 S o u t h , Range 35 E a s t , 

f o r a l l f o r m a t i o n s d e v e l o p e d on 3 2 0 - a c r e s p a c i n g . 

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

i s now c o m p l e t e d ? 

A. I t i s t h e M i d d l e W o l f c a m p p a y 

i n t e r v a l . The w e l l h as b e e n d r i l l e d , a n d i t i s 

c u r r e n t l y w i t h i n t h e Lea W o l f c a m p p o o l . 

Q. I t h i n k i n i t i a l l y , Mr. B r o w n , i t w o u l d 

be h e l p f u l i f y o u c o u l d p r o v i d e t h e E x a m i n e r w i t h 

a b r i e f h i s t o r y o f t h e w e l l . 

A. The Manzano Neuhaus F e d e r a l #2 was 

p r o p o s e d as a S t r a w n w e l l a t a s t a n d a r d w e l l 

l o c a t i o n . The w e l l was s p u d on Jun e 3, 1993. 

Manzano d r i l l e d 64 f e e t o f t h e M i d d l e 

W o l f c a m p p a y b e f o r e we r a n a d r i l l s t e m t e s t . 

The d r i l l s t e m t e s t i n d i c a t e d an e x c e l l e n t 

r e s e r v o i r , b u t t h i s r e s e r v o i r had b e e n p a r t i a l l y 
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d r a i n e d . 

We resumed d r i l l i n g a f t e r t h e DST and 

d r i l l e d a n o t h e r 67 f e e t o f Wolfcamp pay, and t h e r 

c o n t i n u e d on f o r a n o t h e r 102 f e e t . The 

d e t e r m i n a t i o n was made a t t h a t t i m e t o cease 

d r i l l i n g , f o r t h e f o l l o w i n g r e a s o n s : 

The DST i n d i c a t e d t h a t t h e b o t t o m h o l e 

p r e s s u r e o f t h e M i d d l e Wolfcamp pay i n t e r v a l i n 

t h e Neuhaus w e l l was 2,129 pounds, w h i c h i s 

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

b o t t o m h o l e p r e s s u r e . 

The h y d r o s t a t i c p r e s s u r e i n t h e 

w e l l b o r e was 5,467 pounds, w h i c h meant t h a t t h e 

b o r e h o l e was o v e r b a l a n c e d by 3,300 pounds. The 

DST i n d i c a t e d t h e r e s e r v o i r had h i g h p e r m e a b i l i t y 

and t h a t i t had a l r e a d y undergone s i g n i f i c a n t 

s k i n damage. 

D u r i n g t h e d r i l l i n g a f t e r t h e DST, t h e 

w e l l began t o t a k e f l u i d and we were r u n n i n g up 

t o 10 b a r r e l s o f d r i l l i n g f l u i d an h o u r . G iven 

t h a t t h e w e l l b o r e was s e v e r e l y o v e r b a l a n c e d , y e t 

you had h i g h p e r m e a b i l i t y and we had a l r e a d y 

u ndergone s k i n damage, and a l s o t h a t i t was 

s e v e r a l days d r i l l i n g t o t h e S t r a w n , we were 

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

I n a d d i t i o n , we d e t e r m i n e d i t w o u l d n o t 

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

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

u n d e r M anzano's l e a s e . 

Manzano s o u g h t a t e m p o r a r y a l l o w a b l e 

w h i l e o b t a i n i n g a p p r o v a l o f t h e w e l l l o c a t i o n . 

Mr. LeMay a p p r o v e d an e m e r g e n c y a l l o w a b l e e q u a l 

t o o n e - t h i r d o f t h e w e l l ' s a b s o l u t e o p e n f l o w . 

On t h e i n i t i a l t e s t , t h e w e l l ' s a c t u a l 

o p e n f l o w was 2.8 m i l l i o n p e r d a y . The Hobbs 

D i s t r i c t O f f i c e a u t h o r i z e d 6,000 b a r r e l s p e r 

m o n t h t e m p o r a r y a l l o w a b l e . R e c e n t t e s t shows 

t h a t t h e w e l l has a b s o l u t e o p e n f l o w p o t e n t i a l o f 

35 m i l l i o n c u b i c f e e t o f gas p e r d a y . 

Q. L e t ' s go t o w h a t h a s b e e n m a r k e d as 

Manzano E x h i b i t No. 1. W o u l d y o u i d e n t i f y t h i s 

e x h i b i t a n d t h e n r e v i e w i t f o r Mr. C a t a n a c h . 

A. Okay. E x h i b i t 1 shows a s t r u c t u r e map 

on t o p o f t h e W o l f c a m p f o r m a t i o n . I t i s d r a w n on 

2 5 - f o o t c o n t o u r i n t e r v a l s . What i s shown as w e l l 

i s t h e M a r a t h o n J o r d a n "B" #1 w e l l , l o c a t e d 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 1 1 , a n d t h e 

Manzano Neuhaus F e d e r a l W e l l #2 l o c a t e d i n t h e 

n o r t h e a s t q u a r t e r o f s e c t i o n 14. B o t h w e l l s a r e 
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n o t e d t o be 660 f e e t f r o m t h e common l e a s e l i n e . 

Y o u ' l l a l s o n o t e t h a t I ' v e p u t t h e e a s t 

h a l f s p a c i n g i n s e c t i o n 14, and l a t e r w e ' l l s e e , 

on s t r u c t u r e , w e ' r e 2 0 - f e e t h i g h on t h i s W o l f c a m p 

h o r i z o n . On t h e t o p o f t h e W o l f c a m p p a y , w e ' r e a 

l i t t l e o v e r 60 f e e t h i g h . 

Q. Now, Mr. B r o w n , w h a t a r e t h e w e l l 

l o c a t i o n r e q u i r e m e n t s i n t h i s p o o l ? 

A. 660 f e e t f r o m t h e s i d e b o u n d a r y a nd 

1980 f e e t f r o m t h e e n d b o u n d a r y . 

Q. So, o u r w e l l i s 660 f r o m t h e end 

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

t h e r u l e s ? 

A. T h a t i s c o r r e c t . 

Q. How c l o s e t o t h e common l e a s e l i n e 

b e t w e e n y o u r t r a c t and t h e M a r a t h o n t r a c t i s t h e 

M a r a t h o n w e l l ? 

A. B o t h t h e Manzano w e l l a n d t h e M a r a t h o n 

w e l l a r e 660 f e e t f r o m t h e common l e a s e l i n e . 

Q. U s i n g Manzano O i l C o r p o r a t i o n ' s E x h i b i t 

No. 1 , w o u l d y o u r e v i e w f o r t h e E x a m i n e r t h e 

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

t h i s l o c a t i o n ? 

A. The s o u t h h a l f o f S e c t i o n 11 i s 

c o n t r o l l e d by M a r a t h o n . 
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Q. T h a t ' s d e d i c a t e d t o t h e M a r a t h o n J o r d a n 

" B " # 1 ? 

A. T h a t i s c o r r e c t . 

Q. What a b o u t t h e s o u t h h a l f o f 12? 

A. The s o u t h h a l f o f 12 b e l o n g s t o Manzano 

O i l . A l l o f s e c t i o n 13 i s c o n t r o l l e d by Manzano 

O i l . 

Q. What a b o u t t h e n o r t h w e s t q u a r t e r o f 14? 

A. T h a t i s c o n t r o l l e d by M i t c h e l l E n e r g y . 

Q. I f Manzano w o u l d h a v e b e e n a b l e t c 

d e d i c a t e a l a y - d e w n u n i t i n t h e n o r t h h a l f o f 14, 

t h e N e uhaus w e l l w o u l d h a v e b e e n a s t a n d a r d 

s e t b a c k as t o t h e M a r a t h o n t r a c t t o t h e n o r t h , 

w o u l d i t n o t ? 

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

Q. Why d i d y o u n o t d e v e l o p t h i s w i t h a 

l a y - d o w n n o r t h h a l f u n i t . 

A. Many a t t e m p t s w e r e made t o g e t M i t c h e l l 

E n e r g y t o j o i n on t h e d r i l l i n g o f t h e w e l l , t o 

s e l l t h e p r o p e r t y , t o f a r m o u t . A f t e r m o n t h s o f 

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

i n t e r e s t e d i n a n y k i n d o f d e a l . 

Q. And t h a t was b e f o r e t h e w e l l was 

d r i l l e d ? 

A. T h a t was b e f o r e t h e w e l l was d r i l l e d . 
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Q. B a s e d on w h a t y o u know now, i s t h e 

n o r t h w e s t q u a r t e r o f 14 p r o d u c t i v e i n t h e M i d d l e 

W o l f camp ? 

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

Q. What a b o u t 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 14? 

A. I t i s n o t p r o d u c t i v e as w e l l . 

Q. A l l r i g h t . L e t ' s go now t o y o u r 

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

i d e n t i f y t h a t f o r Mr. C a t a n a c h a nd t h e n , I t h i n k 

f i r s t i t w o u l d be h e l p f u l , Mr. B r o w n , i f y o u 

w o u l d i d e n t i f y t h e c o l o r s shown on t h i s 

c r o s s - s e c t i o n , a n d t h e n r e v i e w t h e i n f o r m a t i o n on 

i t ? 

A. What I ' v e p u t t o g e t h e r h e r e i s a 

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

Manzano Neuhaus F e d e r a l 14 # 2 , t o t h e r i g h t , a n d 

w h a t was t h e TXO #1 J o r d a n "D," w h i c h i s now t h e 

M a r a t h o n J o r d a n "B" # 1 . 

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

d a t u m o f m i n u s 7 6 5 0 . What I ' v e shown as t h e t o p 

o f t h e W o l f c a m p i s y o u r f i r s t l i n e down. I 

p i c k e d t h e t o p o f t h e M i d d l e W o l f c a m p p a y 

i n t e r v a l , a n d h a v e p i c k e d t h e b a s e o f t h e M i d d l e 

W o l f c a m p p a y i n t e r v a l . 
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The f i r s t t h i n g you n o t i c e 

s t r u c t u r a l l y , t o p o f t h e Wolfcamp, Manzano i s 

about 2 0 - f e e t h i g h . But on t h e M i d d l e Wolfcamp 

pay i n t e r v a l , t h e whole s e c t i o n t h i c k e n s 

t r e m e n d o u s l y , and we're about 6 0 - f e e t h i g h on 

i t . 

On t h e gamma r a y t r a c k s o f b o t h w e l l s , 

I ' v e no t e d — 

Q. What c o l o r a r e t h o s e ? 

A. I ' v e n o t e d t h e c l e a n d o l o m i t e i n 

p u r p l e . That i s l e s s t h a n 30 A P I . G r e a t e r t h a n 

t h a t i s c o l o r e d brown. That w h i c h i s l i m e s t o n e , 

or p r e d o m i n a n t l y l i m e s t o n e , i s c o l o r e d b l u e . 

On t h e g a m rr. a r a y t r a c k , what's r e a d i l y 

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

t h i c k e n e d s e c t i o n . I t ' s 131 f e e t t h i c k . The 

Ma r a t h o n w e l l i s o n l y 63 f e e t , t o t a l t h i c k n e s s . 

L o o k i n g a t j u s t t h e c l e a n d o l o m i t e , t h e Manzano 

w e l l has 126 f e e t o f c l e a n , d o l o m i t e pay. As you 

move n o r t h on t o t h e M a r a t h o n s e c t i o n , i t becomes 

much more r a t t y . T h e r e ' s f a r l e s s c l e a n 

d o l o m i t e . I n f a c t , t h e y have o n l y 40 f e e t of 

pay, of c l e a n d o l o m i t e . 

L o o k i n g a t t h e p o r o s i t y t r a c k , what I 

have done, I ' v e c o l o r e d n e u t r o n p o r o s i t y g r e a t e r 
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t h a n f o u r p e r c e n t i s c o l o r e d o r a n g e , g r e a t e r t h a n 

f o u r p e r c e n t d e n s i t y p o r o s i t y i s c o l o r e d y e l l o w , 

t h e t r u e p o r o s i t y w o u l d be a c r o s s - p l o t o f t h e 

t w o , a n d w o u l d be done on a D r e s s i e r - A t l a s c h a r t 

b o o k . 

J u s t l o o k i n g a t t h e v i s u a l b e t w e e n t h e 

two w e l l s , i t ' s q u i t e e a s y t o n o t i c e t h a t t h e 

Manzano w e l l h a s a t r e m e n d o u s amount o f p o r o s i t y , 

as c o m p a r e d t o t h e M a r a t h o n w e l l . E s p e c i a l l y -

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

t h a n f o u r p e r c e n t , . 

The M a r a t h o n w e l l has j u s t a f e w s p i k e s 

g r e a t e r , a n d some o f t h o s e a r e p r o b a b l y 

w a s h o u t s . The Manzano w e l l h a s c o n s i d e r a b l e 

t h i c k n e s s . 

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

p a r a m e t e r s , c r o s s - p l c t p o r o s i t y p a r a m e t e r s , I ' v e 

e x a m i n e d t h e t w o w e l l s . The f i r s t t h i n g I ' v e 

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

and gamma r a y l e s s t h a n 30. And t h a t w o u l d , 

e s s e n t i a l l y , be j u s t t h e c l e a n d o l o m i t e . 

T h e r e t h e Manzano w e l l has 115 f e e t o f 

p a y , w h i l e t h e M a r a t h o n w e l l has o n l y 39. I f y o u 

t a k e o f f t h e c l e a n d o l o m i t e c o n s t r a i n t and j u s t 

s a y a n y p o r o s i t y g r e a t e r t h a n f o u r , t h e n t h a t i s 
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t h e b e s t t h i n g I c a n g i v e t o t h e M a r a t h o n w e l l , 

w o u l d be t h e p o r o s i t y i s 119 f e e t o f p a y i n t h e 

Manzano w e l l , w h i l e y o u o n l y h a v e 62 f e e t i n t h e 

M a r a t h o n we 1 1 . 

A l s o , I l o o k e d a t a l l t h e p o r o s i t y 

r a n g e s . I f y o u l o o k a t , f o r e x a m p l e , 10 p e r c e n t 

p o r o s i t y , t h e s t u f f g r e a t e r t h a n 10 p e r c e n t 

p o r o s i t y , t h e Manzanc w e l l has 43 f e e t , w h i l e t h e 

M a r a t h o n w e l l has o n l y 1 1 , so f o u r t i m e s t h e 

pay . 

G r e a t e r t h a n 15 p e r c e n t , Manzano has 21 

f e e t , w h i l e M a r a t h o n o n l y has f o u r , so f i v e 

t i m e s . As y o u move o n t o o t h e r d i f f e r e n t c u t o f f s , 

y o u g e t t h e same c o n c l u s i o n s . 

L o o k i n g a t p o r o s i t y f e e t , t h e Manzano 

w e l l h a d 11.6 p o r o s i t y f e e t , w h i l e M a r a t h o n has 

o n l y 5.3. L o o k i n g a t h y d r o c a r b o n p o r o s i t y f e e t , 

w i t h a RW o f . 0 3 2 - - a n d I u s e d a b u n c h o f 

d i f f e r e n t s c e n a r i o s on t h a t — t h e a n s w e r s w e r e t h e 

same e v e r y t i m e . H y d r o c a r b o n p o r o s i t y f e e t was 

10.3 i n t h e Manzano w e l l , a n d 4.6 i n t h e M a r a t h o n 

w e l l . 

J u s t l o o k i n g a t t h i s e x h i b i t a l o n e , 

i t ' s e a s y t o see t h a t t h e r e i s a t l e a s t t w i c e t h e 

pay a n d p o s s i b l y more i n t h e Manzano w e l l . 
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As you move f r o m t h e Manzano w e l l , 

w h i c h a p p e a r s t o be a v e r y t h i c k c a r b o n a t e 

b u i l d - u p , v e r y c l e a n d o l o m i t e , h i g h l y p o r o u s , as 

you move t o t h e n o r t h , t o w a r d s M a r a t h o n , you 

b e g i n t o l o s e t h e r e s e r v o i r and, by t h e t i m e you 

ge t t h e r e , you have l e s s t h a n h a l f . And p r o b a b l y 

j u s t a l i t t l e b i t n o r t h o f t h a t , you p r o b a b l y 

have none a t a l l . 

The l a s t t h i n g , t h e t r a c k , I p u t t h e 

r e s i s t i v i t y l o g and shaded where you have t h e 

s h a l l o w r e a d i n g , MSFL, and t h e deep r e a d i n g 

l a t e r a l l o g . I j u s t shaded t h a t d i f f e r e n t . That 

i n d i c a t e s p e r m e a b i l i t y . 

You can see t h a t b o t h w e l l s show, where 

t h e y have pay, show t h a t s e p a r a t i o n . 

Q. Mr. Brown, i n y o u r o p i n i o n , when you 

e n c o u n t e r e d t h e Wolfcamp i n t h e Neuhaus #2, d i d 

you h i t t h e t o p of t h e s t r u c t u r e ? 

A. At t h i s p o i n t you r e a l l y d o n ' t know, 

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

t h i c k e r , and i f i t w o u l d be t h i c k e r , i t most 

l i k e l y w o u l d be on Manzano's t r a c k . What we have 

he r e was over t w i c e as t h i c k as what M a r a t h o n 

has . 

Q. Could you i d e n t i f y what has been marked 
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as Manzano E x h i b i t No. 3? 

A. S u r e l y . E x h i b i t No. 3 i s an e x h i b i t 

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

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

t h e S e l b y #1 i n t h e s o u t h h a l f o f S e c t i o n 1. 

Q. Why h a v e y o u i n c l u d e d i t w i t h y o u r 

e x h i b i t m a t e r i a l ? 

A. I i n c l u d e d i t f o r — t h e m a i n r e a s o n i s 

t o l o o k a t w h a t M a r a t h o n t h o u g h t t h e p a y was i n 

t h e J o r d a n "B" 1 . They u s e d a f o u r p e r c e n t 

c u t o f f ; t h e y a l s o c a l l e d i t n e t d o l o m i t e 

p o r o s i t y . I f y o u l o o k a t i t , i t ' s 39 f e e t , w h i c h 

c o r r e s p o n d s i n c r e d i b l y w e l l w i t h t h e amount o f 

c l e a n d o l o m i t e y o u saw, t h e p u r p l e n o t e d on t h e i r 

l o g on t h e c r o s s - s e c t i o n . 

Q. L e t ' s go on now t o Manzano E x h i b i t No. 

4. W o u l d y o u i d e n t i f y and r e v i e w t h a t ? 

A. E x h i b i t No. 4 i s an i s o p a c h map. I 

ha v e t h e w r o n g one h e r e . I t ' s t h e M i d d l e 

W o l f c a m p p a y i n t e r v a l . 

Q. Do y o u h a v e a c o p y o f i t ? 

A. No, I d o n o t . 

Q. I'm t h e g u i l t y p a r t y . I a s s e m b l e d t h e 

e x h i b i t s . A l l r i g h t . L e t ' s go t o E x h i b i t 4. 

A. As I s a i d , t h a t i s t h e M i d d l e W o l f c a m p 
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pa y i n t e r v a l i s o p a c h map, p o r o s i t y g r e a t e r t h a n 

f o u r p e r c e n t , a n d a gamma r a y o f l e s s t h a n 30 

A P I , w h i c h i s , e s s e n t i a l l y , a l l t h a t p o r o s i t y , 

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

f o u r p e r c e n t . 

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

i n E x h i b i t 3. U s i n g t h i s p a r a m e t e r , t h e K a r a t h o 

J o r d a n "B" 1 has 39 f e e t o f p a y , t h e Manzano 

Neuhaus has 115 f e e t . 

I n m a p p i n g , w i t h t h e two p o i n t s o f 

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

we know 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 o f t h e 

r e s e r v o i r , t h e s i z e o f t h i s f e a t u r e i s v e r y 

s m a l l . T h e r e ' s v e r y l i t t l e way o f c h a n g i n g y o u r 

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

I f y o u go l a r g e r t h a n t h i s , y o u ' l l 

e x c e e d w h a t 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 o f 

t h e r e s e r v o i r seem t c b e . So, w h a t we h a v e i s a 

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

f e a t u r e we see t o t h e s o u t h . T h e r e ' s a number o 

w e l l s i n BT. The BTA, by o u r w e l l , i s i n - - i s 

v e r y t y p i c a l o f t h e W o l f c a m p ; v e r y s m a l l , 

l o c a l i z e d , p o d f e a t u r e s . 

A l s o w h a t t h i s shows i s t h a t t h e J o r d a 

"B" #2 i s n o t i n t h e r e s e r v o i r . I f y o u l o c k , 
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you l o o k a t t h e l o g i t s e l f , i t does n o t l o o k t h e 

same. I t ' s more l i m e s t o n e , v e r y l i t t l e d o l o m i t e , 

and I guess, as w e ' l l have i n e n g i n e e r i n g 

e v i d e n c e , i t has a l r e a d y been p r o d u c e d and 

d e p l e t e d . B a s i c a l l y , we f e e l i t ' s i n a s e p a r a t e 

r e s e r v o i r . 

Q. L e t ' s move t o Manzano E x h i b i t 5, an 

i s o p a c h o f t h e M i d d l e Wolfcamp n e t p o r o s i t y . Do 

you have t h a t e x h i b i t ? 

A. Yes, I do. 

Q. Cou l d you i d e n t i f y t h a t and r e v i e w i t 

f o r t h e Examiner? 

A. T h i s i s an i s o p a c h map on t h e m i d d l e 

Wolfcamp pay i n t e r v a l , u s i n g a n e t p o r o s i t y 

c u t o f f o f f o u r p e r c e n t . B a s i c a l l y , I'm i n c l u d i n g 

p o r o s i t y i n t h i s e x h i b i t t h a t i s n o t c l e a n 

d o l o m i t e , and i t i s t h e most g e n e r o u s case t h a t I 

can g i v e t o M a r a t h o n . 

T h i s shows 119 f e e t o f pay i n t h e 

Neuhaus w e l l , 62 f e e t i n t h e J o r d a n "B" 1. I t ' s 

v e r y easy t o n o t e t h a t t h e m a j o r i t y o f t h e 

r e s e r v o i r i s on Manzano's s i d e , i n t h e n o r t h e a s t 

q u a r t e r o f s e c t i o n 14. 

Q. Have you been a b l e t o d e t e r m i n e t h e n e t 

a c r e - f e e t i n t h e r e s e r v o i r ? 
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A. Yes, I have. We have i t as 10,072, 

based on t h i s map. 

Q. And t h a t ' s a c r e - f e e t ? 

A. T h a t ' s a c r e - f e e t . 

Q. P o r o s i t y g r e a t e r t h a n f o u r p e r c e n t ? 

A. P o r o s i t y g r e a t e r t h a n f o u r p e r c e n t , 

y e s . 

Q. Are you r e a d y t o go t o E x h i b i t 6? 

A. I am. 

Q. A l l r i g h t . Would you i d e n t i f y t h a t f o r 

Mr. Catanach and r e v i e w t h a t , p l e a s e . 

A. T h i s e x h i b i t shows i s an i s o p a c h map o f 

t h e M i d d l e Wolfcamp pay i n t e r v a l u s i n g n e t 

p o r o s i t y f e e t , no c u t o f f s . What i t shows i s , 

t h e r e ' s 11.6 p o r o s i t y f e e t i n t h e Neuhaus F e d e r a l 

#2, w h i l e t h e r e ' s o n l y 5.3 i n t h e J o r d a n "B" # 1 . 

Once a g a i n , t h e m a j o r i t y o f t h e 

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

o f s e c t i o n 14. There i s some pay, o f c o u r s e , on 

t h e s o u t h e a s t q u a r t e r o f 11. No o t h e r q u a r t e r 

s e c t i o n w o u l d have pay i n them. 

Q. Mr. Brown, l e t ' s now go t o t h e m i d d l e 

Wolfcamp pay i n t e r v a l i s o p a c h t h a t shows n e t 

h y d r o c a r b o n p o r o s i t y f e e t , E x h i b i t No. 7. Would 

you r e v i e w t h e i n f o r m a t i o n on t h a t e x h i b i t f o r 
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t h e E xaminer, p l e a s e . 

A. What I d i d was use a w a t e r s a t u r a t i o n 

c a l c u l a t i o n of--RW of .032. As I s a i d b e f o r e , I 

used numerous o t h e r s e n s i t i v i t i e s , c h a n g i n g i t 

a r o u n d . I t d i d n o t change t h e st o r y -

s i gn i f i c an 11 y . Most o f t h e t i m e i t was i n 

Manzano's f a v o r . 

What I have h e r e i s , t h e Manzano w e l l 

shows 10.3 h y d r o c a r b o n p o r o s i t y f e e t , w h i l e t h e 

M a r a t h o n J o r d a n "B" #1 shows 4.6. Once a g a i n , as 

we s a i d , t h e m a j o r i t y o f t h e r e s e r v o i r l i e s i n 

t h e n o r t h e a s t q u a r t e r o f S e c t i o n 14. 

Q. B a s i c a l l y , can you summarize t h e 

c o n c l u s i o n s you've r e a c h e d f r o m y o u r g e o l o g i c 

s t u d y o f t h i s area? 

A. The Lea Wolfcamp f i e l d i s t y p i c a l o f 

t h e Wolfcamp i n t h i s a r e a , i n t h a t i t i s v e r y 

s m a l l and l o c a l i z e d . I t c o n s i s t s o f a v e r y t h i c k 

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

q u i c k l y , so a v e r y , v e r y , v e r y , v e r y s m a l l p o o l . 

The m a j o r i t y o f t h e r e s e r v o i r , u s i n g 

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

f o u n d under t h e e a s t h a l f o f s e c t i o n 14. Only a 

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

s o u t h h a l f o f S e c t i o n 1 1 . 
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I t a p p e a r s t h a t t h e Neuhaus F e d e r a l #2 

i s s i t u a t e d near t h e c r e s t o f a v e r y t h i c k 

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

q u a r t e r o f S e c t i o n 14, w h i l e t h e M a r a t h o n J o r d a n 

"B" 1 i s s i t u a t e d on t h e n o r t h f l a n k o f t h i s 

b u i l d - u p i n an e x t r e m e f l a n k p o s i t i o n . 

Q. I s E x h i b i t No. 8 a copy o f an a f f i d a v i t 

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

been p r o v i d e d t o M a r a t h o n as r e q u i r e d by OCD 

r u l e s ? 

A. Yes, i t i s . 

Q. W i l l Manzano a l s o c a l l an e n g i n e e r i n g 

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

case? 

A. Yes, t h e y w i l l . 

Q. Were E x h i b i t s 1 t h r o u g h 8 e i t h e r 

p r e p a r e d or c o m p i l e d by you? 

A. A l l b u t E x h i b i t 3 was p r e p a r e d by me. 

E x h i b i t 3 was p r e p a r e d by M a r a t h o n . 

Q. You have used t h a t E x h i b i t 3 s i m p l y t o 

con f i rm — 

A. - - t h e c u t o f f c r i t e r i a t h a t M a r a t h o n was 

u s i n g p r i o r t o t h e d r i l l i n g o f t h i s w e l l . 

MR. CARR: Mr. Catanach, a t t h i s t i m e 

we move t h e a d m i s s i o n o f Manzano E x h i b i t s 1 

RODRIGUEZ REPORTING 
(505 ) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

24 

2 5 

23 

t h r o u g h 8. 

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

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

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

e x a m i n a t i o n o f M i k e B r o w n . 

EXAMINATION 

BY MR. KELLAHIN: 

Q. I f I remember c o r r e c t l y , Mr. B r o w n , t h e 

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

t i m e , c o n s i s t s o f t h e s o u t h h a l f o f 12, a l l o f 

13, a n d t h e e a s t h a l f o f 14? 

A. T h a t i s c o r r e c t . 

Q. L o o k i n g i n S e c t i o n 12, t h e gas w e l l 

s y m b o l i d e n t i f i e s w h a t w e l l ? W h a t ' s t h e name o f 

t h a t w e l l ? 

A. T h a t i s t h e LL S t a t e # 1 . 

Q. T h a t ' s t h e Amoco w e l l ? 

A. The Amoco w e l l , y e s . 

Q. The w e l l t h a t ' s s p o t t e d i n t h e 

s o u t h w e s t c o r n e r o f 12, t h a t ' s t h e Simms S t a t e #1 

w e l l d r i l l e d by Manzano? 

A. T h a t i s c o r r e c t . 

Q. And i n 13, t h e n , w h a t i s t h a t w e l l ? 

A. The p r o d u c e r i s t h e Manzano Amoco S t a t e 

#1 . 
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Q. Okay. And t h e n t h e d r y h o l e symbol? 

A. There a r e two w e l l s t h e r e d r i l l e d 

t o g e t h e r . One i s t h e S o u t h e r n U n i o n and one i s 

t h e T r a i n e r # 1 . 

Q. Are e i t h e r o f t h o s e w e l l s deep enough 

t o have p e n e t r a t e d t h e t o p o f t h e Wolfcamp? 

A. No, t h e y ' r e n o t . 

Q. The w e l l s f o r p o t e n t i a l c o n t r o l i n 

mapping t h e Wolfcamp w o u l d be b o t h w e l l s i n 

S e c t i o n 11? 

A. R i g h t . 

Q. The t h r e e w e l l s i n 14? 

A. R i g h t . 

Q. And t h e n - - I guess t h a t ' s a l l . I n 12, 

t h a t gas w e l l i s deep enough t o be a c o n t r o l 

p o i n t , i s i t n o t ? 

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

Q. The Amoco S t a t e LL #1? 

A. R i g h t . The o n l y two w e l l s t h a t a r e i n 

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

c o n t r o l . 

Q. A l l r i g h t . Of t h o s e p e n e t r a t i o n s , t h e 

two w e l l s i n 11 have p r o d u c e d gas o u t o f t h i s 

M i d d l e Wolfcamp i n t e r v a l , r i g h t ? 

A. That i s c o r r e c t . 
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Q. And o n l y y o u r Neuhaus F e d e r a l #2 and 

#14 has p r o d u c e d gas o u t o f t h e M i d d l e Wolfcamp? 

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

Q. A l l r i g h t . What, i n y o u r o p i n i o n , i s 

t h e p r o b a b i l i t y o f f i n d i n g S t r a w n f o r m a t i o n t o be 

p r o d u c t i v e i n any o f t h e s e f o u r s e c t i o n s ? 

A. I f e e l t h a t t h e S t r a w n has been 

o v e r l o o k e d . The S t r a w n was shown t o be 

p r o d u c t i v e i n S e c t i o n 12, t h e LL S t a t e . I t was 

t e s t e d as an o i l p r o d u c e r , t h e y p l u g g e d back and 

went t o f o r m a t i o n . They d i d t e s t i t , and i t was 

p r o d u c t i v e . 

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

b a r r e l s o f o i l i n t h a t Amoco w e l l ? 

A. What t h e y d i d , t h e y s i m p l y p e r f o r a t e d 

and a c i d i z e d . I t was f l o w i n g a t a r a t e o f 10 

b a r r e l s a day. The w e l l was n o t f r a c ' d . 

Q. Then what d i d t h e y do? 

A. They j u s t went on. 

Q. On where? 

A. I'm n o t s u r e . I'm s o r r y . 

Q. D u r i n g t h e f i r s t p a r t o f t h i s y e a r , 

t h i s Manzano w e l l , t h e Neuhaus F e d e r a l "2" was 

b e i n g p l a n n e d i n 93, i s t h a t r i g h t ? 

A. T h i s w e l l , I remember when i t came t o 
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us, t h i s w e l l was f i r s t p r o p o s e d by, M. Brad 

B e n n e t t . I t was b r o u g h t t o u s , and i t w o u l d have 

been e a r l i e r t h i s y e a r . 

Q. D u r i n g t h i s p e r i o d o f t i m e , d i d you 

p r e p a r e any S t r a w n maps o f any k i n d ? 

A. Yes, I d i d . I l o o k e d a t - - I t h o u g h t I 

saw p o t e n t i a l pay i n t h e J o r d a n "B" # 1 , b o t h i n 

t h e i n t e r v a l t h a t was t e s t e d and t h e LL S t a t e . 

A l s o , i f you l o o k a t t h e upper p a r t o f 

t h e S t r a w n , y o u ' l l n o t i c e t h e r e ' s q u i t e a b i t o f 

s e p a r a t i o n between t h e MSFL and t h e deep 

r e a d i n g . B a s i c a l l y , i n t h e S t r a w n , you l o o k f o r 

f r a c t u r e o r p e r m e a b i l i t y i n d i c a t i o n s . S t r a w n i s 

a v e r y d i f f i c u l t r e s e r v o i r t o p l a y . I t a p p e a r e d 

t o me t h a t t h e J o r d a n "B" #1 was p o t e n t i a l l y on 

t h e f l a n k o f a f e a t u r e . I t l o o k e d v e r y s i m i l a r 

t o what i t l o o k s l i k e i n t h e Wolfcamp. 

I was h o p i n g t o f i n d , and I s t i l l 

b e l i e v e t h e r e i s a St r a w n f e a t u r e somewhere i n an 

u p d i p p o s i t i o n . 

Q. How f a r do you have t o go away f r o m 

t h i s i m m e d i a t e a r e a t o f i n d t h e c l o s e s t S t r a w n 

o i l p r o d u c t i o n on 40 a c r e s ? 

A. The S t r a w n i s p r o t e c t i v e i n t h e 

W i l s o n . I t ' s p r o d u c t i o n i n a few a r e a s a r o u n d . 
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I t has, I t h i n k , been o v e r l o o k e d because i t 

a p p e a r s t o be a l i t t l e more r a t t y . S t r a w n i s a 

v e r y d i f f i c u l t f o r m a t i o n t o p l a y . I t ' s v e r y 

s i m i l a r t o D e l a w a r e . I t ' s j u s t now becoming 

h o t . I t h i n k t h e S t r a w n i n t i m e w i l l become a 

p o t e n t i a l h o r i z o n h e r e as w e l l . 

Q. I n l o o k i n g a t a p o t e n t i a l t a r g e t f o r a 

S t r a w n o i l w e l l , and l o o k i n g a t y o u r a c r e a g e i n 

t h e e a s t h a l f o f 14, what caused you t o p l a c e t h e 

w e l l 660 by--what i s t h e o t h e r d i m e n s i o n ? 1650? 

A . 1650. 

Q. 1650 i n S e c t i o n 14, as opposed t o some 

o t h e r l o c a t i o n w i t h i n t h a t ha 1 f - s e c t i o n ? 

A. I f e l t t h i s was a, f o r S t r a w n , I wanted 

t o s t a y f a i r l y c l o s e t o t h e J o r d a n "B" #1 on t h e 

S t r a w n i n t e r v a l . I f e e l l i k e t h e r e i s p o t e n t i a l 

pay i n t h e i r w e l l . They have n o t t e s t e d i t t o 

d a t e . I t h i n k t h e y s h o u l d . 

I wanted t o move s l i g h t l y u p d i p and 

h o p e f u l l y p r o v e t h a t t h e b u i l d - u p w o u l d be i n a 

s o u t h d i r e c t i o n as opposed t o , say, a n o r t h e a s t 

d i r e c t i o n . I t was a l s o a v e r y good l o c a t i o n f o r 

t h e Bone S p r i n g , t h e Y a t e s , t h e Seven R i v e r s . 

There i s a Second Bone S p r i n g s sand 

t h a t goes t h r o u g h t h i s a r e a , and, o f c o u r s e , t h e 
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Wo 1f camp. 

Q. The Wolfcamp was t h e p r i m a r y t a r g e t , 

was i t n o t ? 

A. I t was one o f t h e f o r m a t i o n s we were 

l o o k i n g a t . T h i s i s a m u l t i - p a y a r e a . 

Q. You were k e y i n g o f f t h e J o r d a n "B" #1 

w e l l , were you n o t ? 

A. Sure was. 

Q. At t h e t i m e you were p l a n n i n g t h e 

Neuhaus F e d e r a l 14 #2 w e l l , t h e o n l y f o r m a t i o n o f 

t h o s e zones you've m e n t i o n e d t h a t was b e i n g 

p r o d u c e d by t h e J o r d a n w e l l was t h e Wolfcamp 

zone? 

A. They had p r o d u c e d t h e Morrow as w e l l . 

Q. C u r r e n t l y p r o d u c i n g , t h o u g h , was t h e 

Wolfcamp zone? 

A. That i s t r u e . 

Q. And you had knowledge t h a t t h a t gas 

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

m i l l i o n a day, d i d you n o t ? 

A. I s u r e d i d . 

Q. When you l o o k a t E x h i b i t 6, t h e n e t 

p o r o s i t y f e e t map t h a t you p r e s e n t e d - -

A. Yes, s i r . 

Q. — c a n you a p p r o x i m a t e f o r me where 
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y o u ' l l be on t h i s i s o p a c h map i n t h e e a s t h a l f o f 

14, i f y o u r w e l l had been l o c a t e d 1980 f r o m t h e 

end l i n e - - a n d you p i c k t h e l a t e r a l , any e a s t / w e s t 

d i m e n s i o n you want — b u t keep 1980 back f r o m t h e 

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

y ou ? 

A. W e l l , f i r s t l o c a t i o n , i f you went o f f 

1980 o f f t h e e a s t , 1980 o f f t h e n o r t h , you 

p r o b a b l y w o u l d n o t have any pay a t a l l . 

Q. The o t h e r o p t i o n f o r a s t a n d a r d 

l o c a t i o n ? 

A. A l s o w o u l d be s e r i o u s l y i n do u b t 

w h e t h e r you w o u l d have pay. 

Q. When y o u ' r e l o o k i n g f o r a S t r a w n o i l 

p r o s p e c t i n t h i s a r e a , was t h e r e any i n f o r m a t i o n 

f r o m any o f t h e s e w e l l s we've d e s c r i b e d t h a t 

w o u l d g i v e you d e t a i l s on t h e Strawn? 

A. I d i d n ' t - -

Q. D i d you have l o g d a t a f r o m any o f 

t h e s e ? 

A. Yes, I d i d . I had l o g s on a l l t h e 

w e l l s . 

Q. D i d you have any mud l o g s t h a t w o u l d 

show you a n y t h i n g a b o u t t h e Strawn? 

A. No, I d i d n o t . I was n o t a b l e t o g e t 
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them. 

Q. The Simms S t a t e #1 w e l l t h a t Manzano 

d r i l l e d i n 1993, i s 660 o f f t h a t b o u n d a r y f r o m 

t h e J o r d a n "B" 1 s p a c i n g u n i t , i s n ' t i t ? 

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

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

of 12? 

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

Q. That w e l l was d r i l l e d i n what, March 

was i t , o f t h i s y e a r ? March or A p r i l ? 

A. Sometime i n t h a t t i m e p e r i o d . I t was 

p r i o r t o t h e d r i l l i n g o f t h e Neuhaus F e d e r a l #2. 

Q. A l l r i g h t . And t h e Simms S t a t e 1 was 

a l s o p e r m i t t e d a t t h e OCD as a S t r a w n o i l w e l l t o 

go t o t h e deeper zone below t h e Wolfcamp? 

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

Q. When t h a t w e l l was d r i l l e d , i t was 

d r i l l e d o n l y t o t h e Wolfcamp, wasn't i t ? 

A. That i s c o r r e c t , when we p e n e t r a t e d t h e 

Wolfcamp, we were 125 f e e t h i g h t o t h e M a r a t h o n 

J o r d a n "B" 1. At t h a t p o i n t , we knew we were 

g o i n g t o be h i g h and d r y i n t h e S t r a w n . 

Our o r i g i n a l maps had us 4 0 — w e wanted 

t o s t a y w i t h 125 and 50 f e e t and n o t exceed t h a t 

as f a r as h i g h , and we b a s i c a l l y had had no shows 
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s i n c e t h e San A n d r e s , and v e r y low p r o b a b i l i t y o f 

f i n d i n g our p r o j e c t e d S t r a w n h i g h i n t h a t 

l o c a t i o n . 

Q. Based upon t h a t i n t e r p r e t a t i o n o f t h e 

d a t a , where was y o u r n e x t b e s t l o c a t i o n , t h e n , 

f o r a t t e m p t i n g a S t r a w n o i l w e l l ? 

A. Would be t o move s o u t h , s o u t h o f t h e 

J o r d a n "B" # 1 . 

Q. What c o n s i d e r a t i o n d i d i t p l a y i n t h e 

d e c i s i o n made by Manzano t o d r i l l t h e Neuhaus 

F e d e r a l 2 w e l l a t i t s l o c a t i o n ? What 

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

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

A. As I s a i d , i t ' s a m u l t i - p a y a r e a . You 

have t o s t a c k them. And Wolfcamp was a t a r g e t . 

As s m a l l as t h e Wolfcamp i s , w i t h one p o i n t of 

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

n o r t h e a s t . You had one p o i n t o f c o n t r o l , and 

y o u ' r e t r y i n g t o d e c i d e w h i c h d i r e c t i o n t h e 

p o r o s i t y b u i l d - u p i s g o i n g t o be, t h e r e ' s 

i n f i n i t e number o f ways you can draw t h a t 

r e s e r v o i r . 

Q. And i assume, i n o r d e r t o r e d u c e t h e 

r i s k and m i n i m i z e t h e u n c e r t a i n t y o f o b t a i n i n g 

p r o d u c t i o n , t h e c l o s e r you g e t t o t h e e s t a b l i s h e d 
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Wolfcamp p r o d u c i n g t h e w e l l , t h e l e s s e r t h e r i s k ? 

A. We wanted t o be t h e e x a c t d i s t a n c e o f f 

t h e l e a s e l i n e t h a t M a r a t h o n was. 

Q. E x h i b i t 6, and I t h i n k , c o r r e c t me i f 

I'm wrong, t h e i n t e r p r e t a t i o n o r t h e c h a r a c t e r o f 

t h e s i z e and shape o f t h e r e s e r v o i r i n t h e 

Wolfcamp, i s p r e d i c a t e d on some d e c i s i o n s made by 

you, and I assume y o u r e n g i n e e r , c o n c e r n i n g t h e 

Ma r a t h o n J o r d a n "B" #2 w e l l ? 

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

Q. When you l o o k a t t h e g e o l o g i c d a t a , a r e 

you l o o k i n g a t a c o n t i n u i t y o f r e s e r v o i r between 

t h e J o r d a n "B" 2 and t h e J o r d a n "B" 1? 

A. No, I am n o t . A l l o f t h e Wolfcamp pays 

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

pay i n t e r v a l . T h e y ' r e a l l v e r y s m a l l r e s e r v o i r s 

Q. That was my q u e s t i o n , maybe I d i d n ' t 

p h r a s e i t r i g h t as a layman. I f I were t o map 

t h e g r o s s Wolfcamp, t h i s m i d d l e zone, you w o u l d 

p u l l i n t h e J o r d a n "B" 2, w o u l d you n o t ? 

A. Not i f y o u ' r e a good g e o l o g i s t . You 

ca n n o t map, as a r e s e r v o i r , s o m e t h i n g t h a t ' s 

o u t s i d e . 

Q. T e l l me t h e c r i t e r i a t h a t caused you t o 

s e l e c t p u t t i n g t h a t w e l l o u t s i d e o f t h e r e s e r v o i r 
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t h a t ' s c o n t a i n i n g t h e J o r d a n "B" 1? 

A. One, w h i l e i t i s i n t h e same i n t e r v a l , 

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

p r o d u c e f r o m t h e same i n t e r v a l . T h e y ' r e n o t t h e 

same r e s e r v o i r . T h a t , we know. 

Q. How do you know t h a t as a g e o l o g i s t ? 

A. I know t h a t as a g e o l o g i s t because 

t h e r e ' s w e l l s between t h e s e pods t h a t a r e z e r o 

p o i n t s o f c o n t r o l . 

Q. Show me t h e w e l l between t h e J o r d a n 

"B" 1 and t h e J o r d a n "B" 2 t h a t i s a g e o l o g i c 

c o n t r o l p o i n t f o r you. 

A. I do n o t have t h a t h e r e . What I do 

have i s t h a t t h a t W e l l #2 has been p e r f o r a t e d , i t 

was d e p l e t e d . I f i t ' s i n t h e same r e s e r v o i r , 

t h e n , i t i s n o t p r o d u c t i v e any l o n g e r . B u t , i f 

you were t o draw up t o t h e r e you w o u l d exceed 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 f o r t h e r e s e r v o i r . 

You c a n n o t draw t h i s l a r g e r t h a n what t h e d a t a 

t e l l s you t h a t i t can be. I t must be v e r y s m a l l . 

Q. L e t me make s u r e I u n d e r s t a n d . You 

have made t h e s i z e and shape based upon some 

e n g i n e e r i n g c a l c u l a t i o n s and j u d g m e n t s ab o u t t h e 

volume o f gas w i t h i n t h a t c o n t a i n e r ? 

A. No. I drew i t as i t was because o f t h e 
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way t h e Wolfcamp i s i n t h i s a r e a ; s m a l l , 

l o c a l i z e d pods, v e r y s m a l l i n s i z e . I'm 

c o n s t r a i n e d by t h a t . I have o n l y two p h y s i c a l 

p o i n t s o f c o n t r o l w i t h i n t h e r e s e r v o i r . I had t o 

honor them. 

I a l s o have t o honor t h e s i z e o f t h e 

r e s e r v o i r . I c a n ' t draw s o m e t h i n g t w i c e as l a r g e 

as what t h e r e s e r v o i r we know i s , based on 

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

t h e d a t a we have t o d a t e . The main t h i n g I 

worked o f f o f were t h e two p h y s i c a l p o i n t s o f 

c o n t r o l f r o m two w e l l s . 

Q. Help me u n d e r s t a n d , t h e n , t h e shape. 

I f we've g o t a c o n t r o l p o i n t , f o r example, i n t h e 

n o r t h w e s t q u a r t e r o f 13, t h a t i s a w e l l deep 

enough t o g i v e us Wolfcamp d a t a ? 

A . No, i t i s n o t deep enough t o g i v e 

Wolfcamp i n f o r m a t i o n . 

Q. L e t ' s l o o k a t t h e west h a l f o f 14. I s 

t h a t c o n t r o l p o i n t deep enough? 

A. Yes, i t i s . 

Q. D i d you have any g r o s s Wolfcamp 

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

A. I d i d n o t have any m i d d l e Wolfcamp pay 

d o l o m i t e , p r o d u c t i v e d o l o m i t e i n t h a t w e l l . 
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Q. W i t h o u t g o i n g a l l t h e way a r o u n d t h e 

i s o p a c h , l e t me draw y o u r a t t e n t i o n t o t h i s . 

When you l o o k a t t h e Manzano Neuhaus F e d e r a l #2 

w e l l and l o o k t o t h e s o u t h w e s t and p i c k up, I 

t h i n k t h a t ' s t h e Amoco F e d e r a l AG Com 1 W e l l i n 

t h e west h a l f o f 14? 

A. Yes. 

Q. Those a r e y o u r two c o n t r o l p o i n t s as a 

g e o l o g i s t ? 

A. As a g e o l o g i s t , i t i s . 

Q. You have t o d e c i d e where, between t h o s e 

two p o i n t s , y o u ' r e g o i n g t o p l a c e t h e c o n t o u r 

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

goes? 

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

Q. The p l a c e m e n t o f t h a t l i n e i s g o i n g t o 

be i n f l u e n c e d or m o d i f i e d by t h e c a l c u l a t i o n s t h e 

e n g i n e e r g i v e s you, t o t e l l you how much gas he 

t h i n k s a r e w i t h i n t h e c o n t a i n m e n t ? 

A. I t i s t o some p o i n t , y e s . 

Q. You had access t o some o f M a r a t h o n ' s 

g e o l o g i c d a t a when you l o c a t e d t h e Simms S t a t e 1 

and t h e Neuhaus F e d e r a l 2, d i d you n o t ? 

A. Yes, I d i d . 

Q. D i d you a l s o have a v a i l a b l e t o you what 
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you've marked as y o u r E x h i b i t No. 3, w h i c h was 

one o f t h e i r maps o f t h i s n e t d o l o m i t e p o r o s i t y ? 

A. I'm t r y i n g t o remember what t h e t i m i n g 

was on t h a t . The p r o s p e c t we a l r e a d y had 

t o g e t h e r b e f o r e , a t l e a s t on t h e Simms. T h i s map 

came a f t e r t h e p r o s p e c t was p u t t o g e t h e r . 

Q. Were t h e r e any o t h e r g e o l o g i s t s 

i n v o l v e d i n t h i s p r o j e c t f o r e i t h e r t h e Simms 

w e l l or t h e Neuhaus w e l l , o t h e r t h a n y o u , Mr. 

Brown? 

A. Simms w e l l was o n l y me. I r e c e i v e d 

some g e o l o g i c maps f r o m M. Brad B e n n e t t . I'm n o t 

s u r e w h i c h g e o l o g i s t drew them. I d o n ' t t h i n k he 

d i d . B u t , b a s i c a l l y , I wasn't u s i n g t h o s e maps. 

Q. So t h e work you p r e s e n t e d t o d a y i s y o u r 

own p e r s o n a l work? 

A. I s my own p e r s o n a l work. 

Q. W i l l you l o o k a t t h e c r o s s - s e c t i o n t h a t 

you've i n t r o d u c e d , E x h i b i t No. 2. I want t o have 

you h e l p me u n d e r s t a n d , as a layman, how some o f 

t h e c o n t o u r s a r e d e t e r m i n e d , t h e t h i c k n e s s e s . 

I f y o u ' l l t a k e t h e c r o s s - s e c t i o n , 

E x h i b i t No. 2, and y o u r E x h i b i t 5, w h i c h i s t h e 

n e t p o r o s i t y i s g r e a t e r t h a n f o u r p e r c e n t , j u s t 

so I can see y o u r method, h e l p me u n d e r s t a n d on 
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E x h i b i t 5, t h e n , when y o u ' r e l o o k i n g a t t h i s n e t 

t h i c k n e s s w i t h t h e f o u r p e r c e n t p o r o s i t y c u t o f f , 

and l o o k i n g a t y o u r l o g on t h e c r o s s - s e c t i o n , 

what a r e you mapping? 

A. What I am mapping, t h e E x h i b i t 5, I 

went i n on a f o o t - b y - f o o t b a s i s and p i c k e d t h e 

d e n s i t y p o r o s i t y and t h e n e u t r o n p o r o s i t y , went 

i n t h r o u g h t h e D r e s s i e r c h a r t books w i t h t h e 

a p p r o p r i a t e t o o l s e r i e s used, and c r o s s - p 1 o t t e d 

them and g e n e r a t e d a c r o s s - p l o t p o r o s i t y . 

We have a c r o s s - p l o t p o r o s i t y l i n e 

n o t e d on Manzano's w e l l . There was no c r o s s - p l o t 

p o r o s i t y n o t e d on t h e J o r d a n "B" # 1 . 

Q. J u s t t o keep i t s i m p l e f o r me, i f I 

l o o k a t y o u r c r o s s - s e c t i o n , a r e you mapping t h e 

i n t e r v a l t h a t ' s shaded i n y o u r w e l l f r o m t h e t o p 

of t h e orange t o t h e base o f t h e orange? 

A. From, r i g h t , t h e t o p o f t h e m i d d l e 

Wolfcamp pay i n t e r v a l t h a t ' s n o t e d . 

Q. When we go ov e r t o t h e M a r a t h o n w e l l , 

we're l o o k i n g a t t h e s i m i l a r c o l o r i n g on t h e i r 

l o g ? 

A. Yes, we a r e . 

Q. The p e r f o r a t i o n s i n y o u r w e l l do n o t 

p e r f o r a t e t h a t e n t i r e n e t p o r o s i t y f o o t a g e 
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i n t e r v a l . That t o t a l f o o t a g e i n t e r v a l i s , what, 

119 f e e t i n y o u r w e l l ? 

A. Yes, i t i s . 

Q. Do you have an e x p l a n a t i o n as t o why 

t h a t t o t a l i n t e r v a l was n o t p e r f o r a t e d ? 

A. T h i s i s a h i g h p e r m e a b i l i t y r e s e r v o i r 

w i t h what a p p e a r s t o be a v e r y h i g h v e r t i c a l 

p e r m e a b i l i t y component. I t was u n n e c e s s a r y t o do 

so . 

Q. What was t h e c r i t e r i a u t i l i z e d by 

Manzano i n s e l e c t i n g where t h e p e r f o r a t i o n s went 

i n y o u r we 11? 

A. I d i d n o t p e r s o n a l l y p i c k t h e s e 

p o r o s i t y p o i n t s , t h o u g h . I f y o u ' l l ask t h e 

e n g i n e e r i n g w i t n e s s , I j u s t had i n p u t f r o m t h e 

g e o l o g i c a l s t a n d p o i n t . 

Q. When we l o o k a t E x h i b i t 6, w h i c h i s t h e 

n e t p o r o s i t y f e e t map and compare i t t o t h e 

c r o s s - s e c t i o n , h e l p me u n d e r s t a n d what i n t e r v a l 

g e t s mapped h e r e . 

A. What g e t s mapped h e r e i s , you b a s i c a l l y 

do n o t impose a p o r o s i t y c u t o f f on t h e 

r e s e r v o i r . You s i m p l y t a k e t h e c r o s s - p l o t 

p o r o s i t y , say i f i t ' s 10 p e r c e n t , . 1 . One f o o t 

o f 1 0 - p e r c e n t p o r o s i t y w o u l d be .1 p o r o s i t y 
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f e e t . 

You do t h a t f o r a f o o t - b y - f o o t b a s i s 

and add i t up. B a s i c a l l y , what i t i s d o i n g , i t 

t a k e s o u t any e f f e c t o f p o r o s i t y c u t o f f s . I t i s 

p r o b a b l y one o f t h e most w i d e l y used methods, 

when you go i n t o a u n i t i z a t i o n h e a r i n g , e t 

c e t e r a , o f t r y i n g t o d e t e r m i n e t h e r e s e r v o i r . 

Q. When we l o o k a t E x h i b i t 6, t h e r e w o u l d 

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

h a l f o f 14 t h a t w o u l d have p l a c e d you i n a 

p r o d u c t i v e p o s i t i o n i n t h e M i d d l e Wolfcamp 

r e s e r v o i r ? 

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

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

Thank y o u . 

EXAMINER CATANACH: A n y t h i n g e l s e , Mr. 

Car r ? 

MR. CARR: N o t h i n g on r e d i r e c t . 

EXAMINER CATANACH: J u s t a c o u p l e o f 

q u e s t i o n s . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Brown, you t e s t i f i e d a l i t t l e b i t 

as t o t h e n e g o t i a t i o n s between M i t c h e l l . Were 

you a p a r t y t o t h o s e ? 
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A. No, t h o s e were done t h r o u g h M. Brad 

B e n n e t t , p r i o r t o him s h o w i n g us t h e d e a l . 

Q. To y o u r k n o w l e d g e , was any 

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

M i t c h e l l a c r e a g e ? 

A. T h a t , I do n o t know. 

MR. STOVALL: Who does know? 

THE WITNESS: Brad B e n n e t t w i t h M. Brad 

B e n n e t t , I'm s u r e , w o u l d know. 

Q. I b e l i e v e you t e s t i f i e d t h a t you 

c a l c u l a t e d 10,072 a c r e - f e e t i n t h e r e s e r v o i r ? 

A. Yes, s i r . 

Q. Have you b r o k e n t h a t down as t o what 

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

p o r t i on i s i n — 

A. That w i l l be c o v e r e d w i t h our 

e n g i n e e r i n g w i t n e s s . 

Q. Okay. Am I c o r r e c t i n u n d e r s t a n d i n g 

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

w e l l w o u l d n o t be p r o d u c t i v e ? 

A. I t w o u l d have been a v e r y h i g h - r i s k 

w e l l i f you were l o o k i n g f o r Wolfcamp, p r o b a b l y . 

Q. I t w o u l d have b e e n — 

A. I t p r o b a b l y w o u l d have been 

n o n p r o d u c t i v e . 
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Q. I n y o u r o p i n i o n , how many f e e t w o u l d 

you need o f n e t p o r o s i t y g r e a t e r t h a n f o u r 

p e r c e n t t o make a w e l l ? 

A. I t ' s r e a l l y h a r d f o r me t o say. To 

compete c o m p e t i t i v e l y , you w o u l d want a t l e a s t , 

w o u l d say, c l o s e t o what M a r a t h o n has. 

EXAMINER CATANACH: I have n o t h i n g 

f u r t h e r : 

MR. STOVALL: I have a c o u p l e o f 

q u e s t i o n s . 

EXAMINATION 

BY MR. STOVALL: 

Q. When you say " t o compete," what do you 

mean? 

A. I was — j u s t t o have a r e s e r v o i r , 

p e r i o d , I d o n ' t know how many f e e t i t w o u l d 

t a k e . One f o o t , I d o n ' t t h i n k you c o u l d make a 

p r o d u c t i v e w e l l . I d o n ' t know. Maybe, t o 

a c t u a l l y c o m p e t e — 

Q. W e l l , t h a t was y o u r t e r m . I want t o 

know how you used i t ? 

A. That was p r o b a b l y a poor use o f t h e 

t e r m . I d o n ' t t h i n k we c o u l d make a w e l l , 

p e r i o d . 

Q. Okay, t o r e c o v e r t h e gas under y o u r 
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a c r e a g e ? 

A . You d e f i n i t e l y c o u l d n o t r e c o v e r t h e 

gas under o ur a c r e a g e i f you had a s m a l l amount 

o f pay, b u t t o make an economic w e l l , p e r i o d , I'm 

n o t s u r e what you w o u l d have, b u t i t w o u l d 

p r o b a b l y be a t l e a s t 10 p e r c e n t , or f i v e , 10 

f e e t , p o s s i b l y . 

Q. Who f i l e d t h e a p p l i c a t i o n f o r p e r m i t t o 

d r i l l w i t h t h e BLM f o r t h i s w e l l ? Which company? 

UNIDENTIFIED SPEAKER: Manzano d i d . 

A. Manzano. 

Q. T h a t ' s n o t y o u r answer, i s i t ? T h a t ' s 

somebody e l s e ' s answer? 

A. R i g h t . 

MR. STOVALL: Okay. N o t h i n g f u r t h e r . 

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

excused 

[A r e c e s s was t a k e n . ] 
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WHEREUPON, the f o l l o w i n g proceedings were had 

a t 2:10 p.m.: 

MR. CARR: At t h i s time we would c a l l Mr. 

Donnie Brown. 

(Off the record) 

DONNIE BROWN. 

the witness h e r e i n , a f t e r having 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 : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Can you s t a t e your name f o r the re c o r d , 

please? 

A. Yes, my name i s Donnie Brown. 

Q. And where do you reside? 

A. I n Roswell, New Mexico. 

Q. By whom are you employed? 

A. Manzano O i l Corporation. 

Q. What i s your c u r r e n t p o s i t i o n w i t h Manzano? 

A. I'm a petroleum engineer. 

Q. Mr. Brown, have you p r e v i o u s l y t e s t i f i e d 

before t h i s D i v i s i o n ? 

A. Yes, I have. 

Q. And a t the time of t h a t p r i o r testimony, were 

your c r e d e n t i a l s as a petroleum engineer accepted and 

made a matter of record? 
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A. Yes, they were. 

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

i n t h i s case on behalf of Manzano? 

A. Yes, I am. 

Q. Have you made an engineering study of the 

e f f e c t of the Manzano Neuhaus Federal Number 2 w e l l on 

the o f f s e t t i n g Marathon t r a c t ? 

A. Yes, I have. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Mr. Brown, would you i d e n t i f y 

what has been marked Manzano E x h i b i t Number 9 and 

review i t f o r Mr. Catanach? 

A. Yes. E x h i b i t Number 9 i s the bottomhole 

pressure over Z versus cumulative p r o d u c t i o n of the Lea 

(Wolfcamp) F i e l d , which i s p r e s e n t l y being produced by 

two w e l l s , the Marathon Jordan "B" 1 and the Manzano 

Neuhaus Federal Number 2. 

The p o i n t a t P over Z equals 4147 a t zero 

cumulative production represents the p o i n t a t the 

o r i g i n a l pressure when the Jordan "B" 1 was f i r s t 

recompleted i n t o the Middle Wolfcamp pay i n December of 

1991. 

The second p o i n t i s a P over Z of 4024 and a 
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cumulative production of 299,000 MCF, represents the 

c o n d i t i o n s of the r e s e r v o i r d u r i n g the time t h a t 

Marathon conducted a bottomhole pressure b u i l d u p t e s t 

on May the 4t h , 1992. 

And the t h i r d p o i n t w i t h the P over Z equals 

2581 and a cumulative production of 2,000,465,000 [ s i c ] 

MCF from the r e s e r v o i r represents the r e s e r v o i r 

c o n d i t i o n s when the Middle Wolfcamp pay was DST'd i n 

the Manzano Neuhaus Federal Number 2. 

Now, when you connect these l i n e s w i t h t h e 

b e s t - f i t s t r a i g h t l i n e and p r o j e c t t h i s l i n e t o t h e 

i n t e r s e c t i o n of the X a x i s , t h a t represents the 

o r i g i n a l o i l i n place, and t h a t o r i g i n a l o i l i n place 

i s equal t o 6.5 BCF or b i l l i o n cubic f e e t . 

I f y o u ' l l assume t h a t the abandonment 

pressure i s 500 pounds, we expect u l t i m a t e recovery 

from t h i s — the Wolfcamp pool of approximately 5.7 

b i l l i o n cubic f e e t . 

Q. Now, behind the curve, could you i d e n t i f y t he 

attached documents? 

A. The attachments are simply the r e s e r v o i r data 

and gas compositions I used t o d e r i v e the Z f a c t o r and 

also — I t also f i t s these p o i n t s , these data p o i n t s , 

w i t h a least-square b e s t - f i t , and the computer 

c a l c u l a t e s the i n i t i a l gas i n place and the recovery i n 

CUMBRE COURT REPORTING 
(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 

23 

24 

25 

53 

a more p r e c i s e manner than you can p r o j e c t j u s t by 

e x t r a p o l a t i n g on the curve. 

Q. A l l r i g h t , Mr. Brown, l e t ' s go t o Manzano 

E x h i b i t Number 10. Would you i d e n t i f y t h i s e x h i b i t and 

then review the c a l c u l a t i o n f o r Mr. Catanach? 

A. Yes, E x h i b i t 10 i s the formula f o r the 

o r i g i n a l gas i n place, vo l u m e t r i c formula f o r t h e 

o r i g i n a l gas i n place, the o r i g i n a l r e s e r v o i r pressure 

and temperature, expressed i n standard MCF per acre-

f e e t . 

Now, from data derived from the DST and l o g 

a n a l y s i s , from both the Marathon w e l l and the Neuhaus 

Federal Number 2, i t was determined t h a t the average 

v e l o c i t y was 8.7 percent, r e s e r v o i r temperature was 155 

degrees f a h r e n h e i t , and the average water s a t u r a t i o n 

was 22 percent. 

Employing these i n t o the formula and s o l v i n g 

f o r Vs, the o r i g i n a l gas i n place was about 650 MCF per 

a c r e - f e e t . 

From the previous e x h i b i t , we e s t a b l i s h e d 

t h a t the o r i g i n a l gas i n place was 6.5 BCF, and i f you 

d i v i d e t h i s 6.5 BCF by 650 MCF per a c r e - f e e t , we 

conclude t h a t the r e s e r v o i r volume i s 9,942 a c r e - f e e t , 

and t h i s i s i n good agreement w i t h the 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 p r e v i o u s l y presented. 
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I t also confirms the g e o l o g i c a l 

i n t e r p r e t a t i o n t h a t the Jordan "B" 2 i s not i n t h i s 

p o o l , since i n f a c t you'd have t o giv e i t way more 

a c r e - f e e t i f you connect the Jordan "B" 2 t o the 

r e s e r v o i r . 

Another production h i s t o r y of the Jordan "B" 

2 also — we would also conclude i t ' s not i n t h i s 

r e s e r v o i r , since i t was produced and depleted before 

the Jordan "B" 1 was placed on produ c t i o n . 

As a matter of f a c t , i t produced f o r s i x 

years, only accumulated 28,000 b a r r e l s of o i l and about 

159,000 MCF of gas, which i s less than the Jordan "B" 1 

could produce i n two months, and i s less than probably 

the Neuhaus w i l l be able t o produce i n two months. 

So obviously, i f t h i s was connected t o t h i s 

p r o l i f i c r e s e r v o i r , a l l you'd have t o do i s t u r n i t on 

and s t a r t producing i t , and t h a t ' s not the case. 

Q. Mr. Brown, have you determined how much 

drainage t h e r e would be across the common lease l i n e 

between the Marathon w e l l and the Manzano w e l l i f the 

w e l l s were pe r m i t t e d t o produce a t equal or co m p e t i t i v e 

rates? 

A. Yes, I have. 

Q. And how have you done t h a t ? 

A. I have reviewed t h r e e d i f f e r e n t scenarios t o 
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determine i f there's drainage across lease l i n e s and i n 

what d i r e c t i o n . 

Q. Would you i d e n t i f y what has been marked as 

Manzano E x h i b i t Number 11? 

A. Yes, E x h i b i t Number 11 i s the r a d i a l f l o w 

equation f o r compressible f l u i d s i n t o a we l l b o r e from a 

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

thickness o f the r e s e r v o i r , p e r m e a b i l i t y , k, and 

v i s c o s i t y , u, of the f l o w i n g f l u i d s , of the average 

r e s e r v o i r pressure, and of the pressure drop between 

the r e s e r v o i r and the sand face i n the w e l l b o r e . 

I t ' s also a f u n c t i o n of the distance of t h i s 

pressure drop i n the r e s e r v o i r t o the w e l l b o r e , 

described as " r e " . 

Now, you can r e w r i t e t h i s equation and solve 

f o r the re/rw r a t i o , as I've done so i n l i n e two, and 

since the Jordan "B" 1 and the Neuhaus are equal 

distances from the lease l i n e and they're equal 

distances apart, we can equate: re t o the rw r a t i o of 

the Jordan i s equal t o the re t o the rw r a t i o of the 

Neuhaus. 

I n other words, i f yo assume no f l o w a t t h e 

east l i n e , these two r a t i o s or distances are equal. So 

you can equate the right-hand side of the equation of 

re/rw as I've done so i n l i n e f o u r . 
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Now, since both w e l l s are producing gas from 

the same r e s e r v o i r a t equal c a p a c i t i e s , both i s capable 

of producing 5 m i l l i o n a day and 500 b a r r e l s of 

condensate, the p e r m e a b i l i t y t o v i s c o s i t y of the Jordan 

i s equal t o the p e r m e a b i l i t y t o the v i s c o s i t y of the 

Neuhaus. And also the average r e s e r v o i r pressure and 

pressure drop from the lease l i n e t o the Jordan, and 

the lease l i n e t o the Neuhaus are equal. 

And production h i s t o r y has demonstrated t h a t 

both w e l l s have the equal capacity t o produce a t these 

r a t e s . 

Then the equation i n l i n e 4 reduces t o t h e 

thickness d i v i d e d by the r a t e of the Jordan i s equal t o 

the thickness d i v i d e d by the r a t e of the Neuhaus. 

And s o l v i n g f o r the r a t e of the Neuhaus, 

knowing the previous testimony of the g e o l o g i s t t h a t 

t h e thickness of the Neuhaus i s 119 f e e t versus 62 f e e t 

f o r the Jordan — I t h i n k he sa i d t h a t was h i s most 

generous a l l o c a t i o n of net pay i n each w e l l — you 

de r i v e the equation t h a t the r a t e of the Neuhaus i s 

equal t o 1.92 the r a t e of the Jordan, t o have a no-flow 

a t the boundary. 

So my conclusions from these r a d i a l f l o w 

c a l c u l a t i o n s i s t h a t t o prevent fl o w across the lease 

l i n e and p r o t e c t c o r r e l a t i v e r i g h t s , the Manzano 
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Neuhaus Federal Number 2 would have t o produce a t a 

r a t e almost tw i c e t h a t of the Jordan t o d r a i n t h e t r a c t 

under the Jordan lease. 

Q. A l l r i g h t . That's one of the methods you 

used t o determine where there would be a no-flow — 

A. That's c o r r e c t . 

Q. — boundary i n the r e s e r v o i r . 

What i s Manzano E x h i b i t Number 12? 

A. E x h i b i t Number 12, I have polymetered t h e 

g e o l o g i s t ' s i n t e r p r e t a t i o n of the s i z e of the 

r e s e r v o i r , and I have come up w i t h a t o t a l a c r e - f e e t of 

10,072. 

I've also e s t a b l i s h e d what I c a l l an 

i s o p o t e n t i a l l i n e , as i n d i c a t e d on the e x h i b i t . This 

i s a l i n e where the pressure drop between the r e s e r v o i r 

and the Jordan "B" 1 and the Neuhaus Number 2 are 

e x a c t l y the same. That i s , i t i s a l i n e of 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 i n which no flow would occur across 

the lease l i n e . 

I polymetered the ac r e - f e e t n o r t h of t h i s 

l i n e , which would be c r e d i t e d t o the Jordan "B" 1 and 

came up w i t h 2154 ac r e - f e e t . This represents 21 

percent of the t o t a l r e s e r v o i r . 

Now, as I've sa i d before, these w e l l s have 

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

CUMBRE COURT REPORTING 
(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 

23 

24 

25 

58 

and completely. They also have the capacity t o produce 

competitively at equal rates, as proven by production 

and open plug, a po t e n t i a l t e s t . 

Now, i f you assume that each w e l l w i l l 

produce at equal rates, then each well w i l l have the 

capacity to produce the remaining reserves i n t h i s 

reservoir, or they w i l l have the capacity t o drain h a l f 

the t o t a l reservoir acre-feet, or 5036 acre-feet. 

Now, the l i n e represented by the drainage 

encroachment at equal producing rates, that l i n e 

represents half of the t o t a l . That divides the acre-

feet of the reservoir i n h a l f . In other words, to the 

north of that l i n e i s 5036 acre-feet, to the south i s 

the same. 

So you can see i f both wells are t o compete 

on a competitive basis from t h i s point forward, not 

only would they drain t h e i r 2154 acre-feet on the 

Jordan t r a c t , but they also would encroach on the 

Manzano t r a c t t o the amount of 2882 acre-feet. 

Q. Mr. Brown, to be sure I'm clear on t h i s , t h i s 

approach does not take i n t o account or consider past 

production; i t ' s from t h i s point forward? That's what 

you're looking at? I s that right? 

A. That's correct. 

Q. Now, that's the second approach you've used 
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t o t r y and e s t a b l i s h where th e r e would be a no-flow 

boundary w i t h i n the u n i t and the e f f e c t s of drainage; 

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

A. That's c o r r e c t . 

Q. And what i s the t h i r d method you've used? 

A. The t h i r d method, I've simply taken a cross-

s e c t i o n of the r e s e r v o i r as one could argue on the 

previous e x h i b i t t h a t you could have probably a l i t t l e 

more a c r e - f e e t t o the n o r t h than we've i n d i c a t e d , or t o 

the east or t o the west. 

So I've taken a c r o s s - s e c t i o n a l area. 

Q. And i s t h a t what i s marked as E x h i b i t 13? 

A. Yes E x h i b i t 13. 

Q. Okay. 

A. That shows the cro s s - s e c t i o n of t h e r e s e r v o i r 

between the Jordan "B" 1 on the r i g h t , having 62 net 

pay f e e t , and the Manzano Federal 14 Number 2 on the 

l e f t , having 119 f e e t . 

Now, g e t t i n g away from the argument about 

where the a c r e - f e e t l i e s , i f you assume t h a t the 

surface a r e a l extent drained by both w e l l s are equal, 

then what you've got l e f t i s the area i n t h e cross-

s e c t i o n between the two w e l l s . 

And f o r equal r a t e s of p r o d u c t i o n from t h e 

w e l l s , the i n t e r f e r e n c e drainage boundary between these 
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two w e l l s w i l l occur a t the drainage area from which 

each w e l l — where the r e s e r v o i r area and volumes are 

equal. I n other words, they w i l l d r a i n towards each 

other u n t i l the area one i s equal t o area two. 

Now, these areas are simply the area of a 

tr a p e z o i d , equating area one t o area two and d e s c r i b i n g 

th e h e i g h t of t h i s drainage boundary as simply t h e 

he i g h t minus the 119 f e e t i n the r e s e r v o i r , minus the 

slope of the l i n e . 

We can equate where t h i s drainage boundary 

i s , and I've determined t h a t t h a t i s 575 f e e t from the 

Neuhaus w e l l and 785 f e e t from the Jordan "B" 1. 

Knowing t h a t these two w e l l s are equal 

distance apart and equal distance from the lease l i n e , 

t h e Marathon w e l l w i l l encroach some 105 f e e t south of 

t h e i r — of our common lease l i n e . 

Q. Mr. Brown, i n your o p i n i o n , i s Manzano 

g a i n i n g an advantage on Marathon by reason of t h i s 

unorthodox l o c a t i o n i n the Middle Wolfcamp formation? 

A. No, they're not. 

Q. With the w e l l s a t t h i s l o c a t i o n , based on 

what you understand, w i l l Marathon, i f the w e l l s are 

producing a t u n r e s t r i c t e d or — r a t e s , s t i l l have an 

advantage on the Manzano well? 

A. Yes, Marathon w i l l s t i l l have a s u b s t a n t i a l 
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advantage on the — over Manzano. 

I f both w e l l s produce a t an equal r a t e f o r 

the remaining l i f e of the f i e l d , they w i l l recover 50 

percent of the remaining reserve, which i s i n excess of 

t h e i r 21 percent of the acr e - f e e t under t h e i r t r a c t . 

And a l s o , i f you consider t h a t they've 

already recovered 2.5 BCF of the 6.5 i n place, now, 

t h a t ' s 38 percent of the o r i g i n a l o i l i n place already 

recovered, plus the remaining — 50 percent of t h e 

remaining reserves, they w i l l recover almost 63 t o 65 

percent of the o r i g i n a l gas i n place, w i t h 21 percent 

of t h e ac r e - f e e t under t h e i r t r a c t . 

Q. Do you be l i e v e the D i v i s i o n should impose a 

penal t y on the Manzano w e l l because of i t s unorthodox 

l o c a t i o n i n the Middle Wolfcamp? 

A. No, I do not. I t would deny Manzano the 

o p p o r t u n i t y t o produce i t s f a i r share of t h e reserves 

i n the Lea (Wolfcamp) Pool. 

A penalty would impair Manzano*s c o r r e l a t i v e 

r i g h t s . 

And a penalty would f u r t h e r aggravate the 

drainage now oc c u r r i n g across common lease l i n e s . 

Q. I f both w e l l s produce, n e i t h e r are penalized, 

w i l l the Manzano w e l l continue t o d r a i n the Marathon 

t r a c t ? 
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A. No, i t would not. 

Q. I f t h i s A p p l i c a t i o n i s approved and no 

pen a l t y imposed, w i l l Marathon's w e l l continue t o — 

w i l l i t continue t o be able t o produce the reserves 

under i t s t r a c t ? 

A. Yes, i t w i l l . 

Q. I n your opinion, i s a w e l l on the Manzano 

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

from the Marathon w e l l t o the north? 

A. Yes, i t i s . 

Q. I n your o p i n i o n , w i l l approval of Manzano's 

A p p l i c a t i o n w i t h o u t penalty on the Neuhaus Federal 

Number 2 be i n the best i n t e r e s t of conservation, t h e 

prev e n t i o n of waste and the p r o t e c t i o n of the 

c o r r e l a t i v e r i g h t s of a l l p a r t i e s i n t h i s pool? 

A. Yes, i t w i l l . 

Q. Were e x h i b i t s 9 through 13 prepared by you? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Catanach, I move 

the admission of Manzano E x h i b i t s 9 through 13. 

EXAMINER CATANACH: E x h i b i t s 9 through 13 

w i l l be admitted as evidence. 

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

examination of Mr. Donnie Brown. 

MR. STOVALL: Mr. Carr, before Mr. K e l l a h i n 
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s t a r t s , do you want t o get your n o t i c e e x h i b i t i n t o t he 

record? I don't t h i n k you d i d w i t h the g e o l o g i s t . 

MR. CARR: I be l i e v e i t was E x h i b i t Number 8, 

and i t was i d e n t i f i e d and admitted, I t h i n k , w i t h t h e 

f i r s t . 

I f not, I would move admission of E x h i b i t 

Number 8. 

MR. STOVALL: Since we don't have t h a t c o u r t 

r e p o r t e r here, we can't go back and check, so w e ' l l do 

i t . 

EXAMINER CATANACH: E x h i b i t Number 8 w i l l be 

admitted i n t o evidence. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Brown, you were in v o l v e d on behalf of 

Manzano O i l Corporation i n decisions made on the 

Manzano Sims State Number 1 w e l l i n the southwest of 

the southwest of Section 12, were you not? 

A. Yes, I was. 

Q. I show you what I've marked as Marathon 

E x h i b i t 1-A. This i s a t r u e and c o r r e c t copy of the 

A p p l i c a t i o n f o r Permit t o D r i l l on t h a t Sims State 

Number 1 w e l l , i s i t not, Mr. Brown? 

A. That's c o r r e c t . 

Q. And i f y o u ' l l t u r n t o the t h i r d page — I'm 
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s o r r y , i t could be the C-10- — the survey p l a t ? 

A. Yes, page 2. 

Q. Yeah, i t ' s page 2, I have — I t shows your 

s i g n a t u r e on t h a t p o r t i o n of the permit? 

A. Yes, s i r . 

Q. What i s your capacity w i t h Manzano O i l 

Corporation, Mr. Brown? 

A. Petroleum engineer. 

Q. And do you serve i n any other f u n c t i o n f o r 

Manzano? 

A. Operations. 

Q. Are there any other engineers t h a t work f o r 

Manzano O i l Corporation? 

A. No, the r e i s not. 

Q. You're i t ? 

A. I'm i t . 

Q. Am I c o r r e c t i n reading t h i s p ermit t h a t the 

O i l Conservation D i v i s i o n approved the Sims State 

Number 1 w e l l 660 from the south, 330 from t h e west 

l i n e of 12, as a Strawn o i l w ell? 

A. That's c o r r e c t . 

Q. And t h i s was approved January 22nd, 1993, 

yes? 

A. Yes. 

Q. Let me show you the completion r e p o r t on t h a t 
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w e l l , Mr. Brown. 

The A p p l i c a t i o n f o r Permit t o D r i l l showed a 

proposed depth of 12,100 f e e t t o f i n d the Strawn 

formation? 

A. Yes. 

Q. And yet the completion r e p o r t shows the w e l l 

was d r i l l e d only t o 11,532? 

A. That's c o r r e c t . 

Q. I s 11,532 deep enough t o encounter the 

Strawn? 

A. No, i t wasn't. 

Q. That would be a depth s u f f i c i e n t enough t o 

t e s t f o r the Wolfcamp, would i t not? 

A. I be l i e v e the g e o l o g i s t t e s t i f i e d t h a t i t was 

d r i l l e d t o the Wolfcamp, i t was running h i g h , they 

thought the Strawn would be high and pinched out, and 

t h a t ' s a t what p o i n t we abandoned d r i l l i n g t he w e l l . 

Q. A l l r i g h t . And t h a t abandonment took place 

sometime i n A p r i l of 1993? The r e p o r t shows i t was 

f i l e d on the 22nd day of A p r i l ? 

A. I t says TD — Date TD Reached under item 11, 

as February the 24th, 1993. 

Q. Okay. Then Manzano moves over and f i l e s an 

A p p l i c a t i o n f o r Permit t o D r i l l on the Neuhaus 14 

Federal 2, which I show you t o be Marathon's E x h i b i t 
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1-C. 

I s t h i s the approved A p p l i c a t i o n f o r a Permit 

t o D r i l l on the Neuhaus 14 Federal Number 2 w e l l , Mr. 

Brown? 

A. Yes, i t i s . 

Q. And t h a t w e l l was pe r m i t t e d and proposed f o r 

a depth of 12,400 f e e t , was i t not? 

A. That's c o r r e c t . 

Q. And what was the proposed t a r g e t f o r m a t i o n a t 

t h a t depth? 

A. That depth would be s u f f i c i e n t t o t e s t t h e 

Strawn. 

Q. Did you play any p a r t i n the d e c i s i o n about 

where t o l o c a t e the Neuhaus 14 Federal Number 2 we l l ? 

A. No, I d i d not. That was s t r i c t l y g e o l o g i c a l 

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

Q. When you look over on page 3 of t h e 

A p p l i c a t i o n , t h i s A p p l i c a t i o n f o r D r i l l i n g — 

A. Yes. 

Q. — and i f y o u ' l l look a t the numbered 

paragraph 3 — 

A. Yes. 

Q. — i t says, "The estimated depths a t which 

water, o i l or gas formations are a n t i c i p a t e d t o be 

encountered" — 
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A. Yes. 

Q. — i t says, " O i l : Possible i n the Yates, San 

Andres, Wolfcamp and Strawn." 

And then i t says, "Gas: None expected". 

A. That's what i t says. 

Q. At t h i s p e r i o d of time, d i d you have 

knowledge about the Marathon Jordan "B" Number 1 we l l ? 

A. Yes, I knew i t e x i s t e d . 

Q. That was a gas w e l l , wasn't i t ? 

A. That was a gas w e l l , yes. 

I might s t a t e , j u s t t o c l a r i f y , George Smith 

who does our a p p l i c a t i o n s t o the BLM and — He probably 

put t h a t i n t h e r e and I d i d n ' t — nobody caught i t . 

Q. Let me show you E x h i b i t l-D. This i s the 

D i v i s i o n Form C-104 f o r the Neuhaus 14 Federal Number 2 

w e l l , Mr. Brown. I t shows i t was completed as a 

Wolfcamp gas w e l l , does i t not? 

A. That's c o r r e c t . 

Q. A l l r i g h t . The w e l l i s completed, now, on 

Ju l y 14th, ready t o produce, according t o t h i s form? 

A. Yes. 

Q. The completion t e s t i n f o r m a t i o n t h a t ' s 

r e p o r t e d on t h i s form — 

A. Yes. 

Q. — i s based upon what, s i r ? 
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A. I t i s based on a short four-hour t e s t . 

Q. Okay. I show you what I've marked as 

Marathon E x h i b i t 2-A, Mr. Brown. This i s t h e 

D i v i s i o n ' s approval of a temporary t e s t a l l o w a b l e f o r 

the s u b j e c t well? 

A. That's c o r r e c t . 

Q. Did you p a r t i c i p a t e i n o b t a i n i n g t h i s 

temporary t e s t allowable from the D i v i s i o n ? 

A. I had the f o u r - p o i n t t e s t run i n the f i e l d , 

and we sent the data t o the Commissioners. So i n t h a t 

way I p a r t i c i p a t e d . 

Q. Let me show you the f o u r - p o i n t t e s t . I 

apologize, I j u s t have the summary sheet on t h a t f o u r -

p o i n t t e s t . I t ' s E x h i b i t 2-B. I f we need the balance 

of t he char t s and e x h i b i t s , I can f i n d those f o r you. 

The conclusion from t h i s f o u r - p o i n t t e s t i s 

t h a t t he absolute open-flow p o t e n t i a l of the w e l l , 

based upon t h i s t e s t , i s 2647 MCF of gas a day; i s t h a t 

about i t ? 

A. I'm look i n g — 

Q. Down a t the bottom of the form, i f I can — 

A. Yeah, I see t h a t number. I was remembering 

i t . I t h i n k I have one t h a t ' s 2.8 BCF. 

Q. Okay. 

A. But I don't see any sig n a t u r e on t h i s r e p o r t . 
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Q. Did you — 

A. But i t was a low t e s t , yes. 

Q. Did you witness t h i s t e s t ? 

A. I wasn't i n the f i e l d , no. 

Q. I'm so r r y , I d i d n ' t hear you? 

A. I wasn't i n the f i e l d , no. 

Q. Okay. Did you review the data t h a t was 

generated from the t e s t i n the f i e l d t o s a t i s f y 

y o u r s e l f t h a t t h i s f o u r - p o i n t t e s t had been taken under 

the c o n d i t i o n s set f o r t h i n the D i v i s i o n T e s t i n g 

Manual? 

A. Yes, I d i d , and we r e a l i z e d t h a t a f t e r we 

p u l l e d the bottom, t h a t the bottomhole pressure 

drawdown was only 10 pounds and t h a t the f i e l d people 

had s t a r t e d out a t such a low r a t e t h a t we wasn't able 

t o v o i d the t u b i n g of f l u i d . 

Therefore, we f e l t l i k e t h i s t e s t was not a 

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

Q. The f i r s t — Has a l l p r o d u c t i o n of gas from 

the w e l l been produced i n t o a p i p e l i n e ? 

A. Yes, i t has. 

Q. There's been no f l a r i n g of the gas? 

A. No, there hasn't. 

Q. The i n i t i a l f i r s t p r oduction on the w e l l was 

when? 
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A. I n i t i a l f i r s t production? I t h i n k i t was — 

I want t o say the 23rd but I don't remember. 

Q. Do you have a v a i l a b l e w i t h you d a i l y 

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

p r o d u c t i o n through a cu r r e n t date? 

A. I have i t from — Well, not w i t h me, no. 

MR. KELLAHIN: Let me ask you t h i s i n order 

t o expedite the process: I f you — With Mr. Carr's 

consent, I would ask t h a t the A p p l i c a n t be r e q u i r e d t o 

submit t o the Examiner a d a i l y t a b u l a t i o n of a l l 

volumes produced from the w e l l , the gas condensate, the 

gas, any l i q u i d s , i n c l u d i n g water, from date of f i r s t 

p r o d u c t i o n . 

EXAMINER CATANACH: Any o b j e c t i o n , Mr. Carr? 

MR. CARR: No, we have no o b j e c t i o n t o t h a t . 

Q. (By Mr. K e l l a h i n ) Okay, Let's go on, now, t o 

the next l e t t e r w i t h the O i l Conservation D i v i s i o n , Mr. 

Brown. 

On August 13th, the D i v i s i o n issues another 

temporary t e s t allowable f o r the subject w e l l ? 

A. Yes. 

Q. And t h i s i s based upon another f o u r - p o i n t 

t e s t ? 

A. That's c o r r e c t . 

Q. Have there been any other t e s t s on the w e l l 
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except f o r the o r i g i n a l f o u r - p o i n t t e s t and t h i s new 

f o u r - p o i n t t e s t ? 

A. No, we ran t h i s f o u r - p o i n t t e s t , and t h i s 

second l e t t e r i s the r e s u l t of our r e - t e s t i n g . 

Q. Okay. Did you p a r t i c i p a t e on behalf of your 

company i n o b t a i n i n g the a d d i t i o n a l t e s t s a l l o w a b l e 

a u t h o r i z e d under the August 13th l e t t e r ? 

A. Yes, I d i d . 

Q. Let me show you what i s marked as Marathon 

E x h i b i t 2-D. I s t h i s the new f o u r - p o i n t t e s t on th e 

subj e c t well? 

A. Yes, i t i s . 

Q. Have you reviewed t h i s data? 

A. Yes, I have. 

Q. Were you i n the f i e l d when t h i s data was 

taken? 

A. No. 

Q. Can you describe f o r us whether or not the 

w e l l was p r o p e r l y conditioned before the t e s t was 

taken? 

A. Yes, we continued t o flo w i t t i l l we had a 

good, s t a b l e gas flow r a t e a t the higher r a t e so we 

could keep our t u b i n g unloaded. 

Q. How long a pe r i o d of time d i d i t take you t o 

get a s t a b i l i z e d flow r a t e on the well? 
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A. We flowed i t from — We continued t o f l o w i t 

from t e s t one t o the beginning of t e s t two. 

Q. A l l r i g h t . And a t what r a t e s were you 

f l o w i n g the w e l l between t e s t one and t e s t two? 

A. Approximately 3.3 m i l l i o n . 

Q. That r a t e i s s u b s t a n t i a l l y i n excess of the 

aut h o r i z e d d a i l y producing gas r a t e issued t o you by 

the D i v i s i o n on the J u l y 21st l e t t e r , i s i t n o t, Mr. 

Brown? 

A. Yes, but we also had from the Hobbs D i v i s i o n 

t h e allowable t o produce 6000 b a r r e l s of condensate i n 

J u l y , August and September, and we had not exceeded the 

6000-barrel l i m i t between t e s t s . 

Q. Apart from t h a t a u t h o r i t y , d i d you c a l l Santa 

Fe and o b t a i n a d d i t i o n a l a u t h o r i t y t o produce t h e gas 

volumes i n excess of the p e r m i t t e d gas r a t e s on the 

J u l y 21st l e t t e r ? 

A. Yes, they s a i d we could — This 882 MCF per 

day was from the time we put i t on l i n e u n t i l they s a i d 

an order would be issued. 

So they s a i d we could produce i t a t 882 MCF a 

day f o r X number of days, or we could produce i t a l l i n 

one day. 

Q. Let me have you p u l l out the J u l y 21st 

l e t t e r . 
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A. Okay. 

Q. Do you have tha t ? I t says, "You can 

produce — " and I'm reading the second sentence of 

the f i r s t paragraph. "You can produce the w e l l t o 

gather data f o r your hearing scheduled f o r August 12, 

1993, but not beyond t h a t date u n t i l an order has been 

issued i n the case." 

That's not what you did? 

A. No, we d i d n ' t do t h i s , because we also had a 

l e t t e r from J e r r y Sexton a t Hobbs, who had t h i s and had 

evaluated t h i s , I guess, on a GOR basis. I never d i d 

quiz him how they came up w i t h t h a t . 

But they sa i d we could produce up t o 6000 

b a r r e l s of condensate i n J u l y , 6000 b a r r e l s i n August, 

and 6000 b a r r e l s i n September. 

And t h a t was what we was going by. And those 

volumes i s what we d i d n ' t exceed between the two t e s t s . 

They never r e s t r i c t e d us t o a r a t e . They s a i d we could 

produce i t t o get a s u f f i c i e n t t e s t or an accurate 

t e s t . 

Q. On August 13th, the Santa Fe o f f i c e of the 

D i v i s i o n , the D i r e c t o r , gave you a d d i t i o n a l t e s t i n g 

a u t h o r i t y , and now you're allowed t o produce 11.7-plus 

m i l l i o n — MCF a day? 

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

CUMBRE COURT REPORTING 
(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 

23 

24 

25 

74 

Q. Have you exceeded t h a t r a t e since t h i s l e t t e r 

was issued? 

A. No, we haven * t . 

Q. Have you shut i n the w e l l as of today? 

A. No, we have not. 

Q. Do you plan t o shut i n the w e l l as o f today? 

A. No. 

Q. What a u t h o r i t y do you have from the O i l 

Conservation D i v i s i o n t h a t allows you t o produce t h i s 

w e l l beyond today's hearing date? 

A. They said we can produce a t 11 m i l l i o n — 

11.7 m i l l i o n a day f o r t e s t purposes. 

Q. Would you read the l a s t sentence of t h a t 

paragraph? 

A. "The t e s t i n g allowable was 882 MCF per day, 

which was o n e - t h i r d of the c a l c u l a t e d — " 

Q. No, s i r , I've m i s d i r e c t e d you. The very l a s t 

sentence of the l a s t paragraph says, " A l l other 

p r o v i s i o n s of my Ju l y 21, 1993 l e t t e r t o you remain i n 

e f f e c t . " 

A. That's how I read i t . 

Q. Do you read t h a t t o mean t h a t you can produce 

t h i s w e l l beyond today? 

A. Yes, we read i t — we meant — we i n t e r p r e t e d 

t h i s l e t t e r as we can continue t o produce i t , as long 
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as we're t e s t i n g the w e l l . 

And we're c o n t i n u i n g t o t e s t t he w e l l , not 

f o r open-flow c a l c u l a t i o n s , but t o determine what 

optimum r a t e we can produce i t t o prevent connate water 

from i n c r e a s i n g . 

MR. KELLAHIN: I ' l l save my engineering 

questions f o r my witness. Thank you. 

EXAMINATION 

BY MR. STOVALL: 

Q. I have one simple question f o r you. 

Do you know whether Mr. LeMay r e p o r t s t o Mr. 

Sexton or Mr. Sexton r e p o r t s t o Mr. LeMay? 

A. When we turned i n — 

Q. Answer my question, please. Which one 

r e p o r t s t o whom? 

A. I t h i n k Sexton r e p o r t s t o LeMay. 

Q. Okay. Whose l e t t e r would have higher 

a u t h o r i t y , given t h a t hierarchy? 

A. I would assume LeMay's 

MR. STOVALL: Good answer. No f u r t h e r 

questions on t h a t . 

EXAMINER CATANACH: Mr. Brown — 

THE WITNESS: But I — Can I say one thi n g ? 

MR. STOVALL: No, I t h i n k t he Examiner has 

got a question f o r you, Mr. Brown. 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Brown, the w e l l — the absolute open-flow 

p o t e n t i a l of the w e l l i s 35 m i l l i o n a day. 

Do you know what the a b i l i t y t o produce i n t o 

t h e p i p e l i n e i s f o r t h i s well? 

A. We've produced i t a t 5 m i l l i o n a day. I 

would expect probably 5 m i l l i o n i s going t o be i t s 

l i m i t , 5 t o 6 m i l l i o n a day. 

Q. So t h a t ' s a t f u l l c a p a city, producing i n t o 

the p i p e l i n e , you can produce 5 or 6 m i l l i o n a day? 

A. (Nods) 

Q. So ther e a c t u a l l y i s no penalty on the w e l l , 

even — O r i g i n a l l y you were t o l d t h a t you could produce 

a t o n e - t h i r d of the absolute open-flow p o t e n t i a l ? 

A. Uh-huh. 

Q. So r e a l l y , t h e r e i s no penalty on th e w e l l . 

You're producing the w e l l f u l l out? 

A. We have i t pinched back t o 36/64ths, so we 

haven't opened i t wide open. We've opened i t f o r two 

hours, wide open, and was able t o get 4.8 m i l l i o n a 

day. 

We haven't r e a l l y opened i t f u l l out t o know 

what the d e l i v e r a b i l i t y i n t o the p i p e l i n e would be. 

I'm j u s t e s t i m a t i n g or guessing. 
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Q. So t h a t estimate again was 5 m i l l i o n ? 

A. I would guess i f we opened i t wide open, we 

could make i t f i v e t o s i x and a h a l f m i l l i o n a day. 

Q. The Jordan w e l l i s producing a t what r a t e ? 

Do you know? 

A. The l a s t C-115 I saw was i n May, and i t was 

about 5 m i l l i o n a day and 500 b a r r e l s of condensate. 

Over i t s l i f e , from the time i t came on 

stream t i l l i t s C-115 r e p o r t i n May, i t has averaged 

over 5 m i l l i o n a day, f o r over a year and a h a l f , and 

531 b a r r e l s of condensate a day, I b e l i e v e . 

As I t e s t i f i e d , these two w e l l s probably have 

the same capacity t o produce. 

Q. So your recommendation i s t h a t no pe n a l t y be 

i n s t i t u t e d on the Manzano well? 

A. That's c o r r e c t . I t h i n k they both w i l l be 

producing e q u a l l y and p r o t e c t c o r r e l a t i v e r i g h t s and 

d r a i n t he r e s e r v o i r e f f e c t i v e l y and completely. 

And I t h i n k i f t h a t ' s the case, t h e y ' l l s t i l l 

be able t o produce 50 percent of the remaining 

reserves, which i s up above the gas under t h e i r acre-

f e e t . 

EXAMINER CATANACH: I don't have anything 

e l s e . The witness may be excused. 

MR. CARR: I have nothing f u r t h e r of Mr. 
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Brown. That concludes our d i r e c t p r e s e n t a t i o n . 

EXAMINER CATANACH: Let's take f i v e minutes. 

(Thereupon, a recess was taken a t 2:50 p.m.) 

(The f o l l o w i n g proceedings had a t 3:02 p.m.) 

MR. KELLAHIN: C a l l a t t h i s time Lisa 

Gholston. 

LISA GHOLSTON, 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. How do you s p e l l your l a s t name, Lisa? 

A. G-h-o-l-s-t-o-n. 

Q. And Gholston i s how you say i t ? 

A. Gholston, yes. 

Q. Would you please s t a t e your name and 

occupation? 

A. Lisa Crawford Gholston, and I'm a g e o l o g i s t . 

Q. Ms. Gholston, on p r i o r occasions have you 

t e s t i f i e d as a petroleum g e o l o g i s t before t h i s 

D i v i s i o n ? 

A. No. 

Q. Would you summarize f o r us your education? 

A. Yes, I graduated from Duke U n i v e r s i t y w i t h a 

bachelor of science i n geology, and I graduated from 
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t h e U n i v e r s i t y of Oklahoma w i t h a master of science i n 

geology. 

Q. I n what years d i d you o b t a i n your bachelor 

and then your master's? 

A. I obtained my bachelor's degree i n 1984 and 

my master's i n 1987. 

Q. You're going t o have t o take care t o speak 

up. There's a r a t t l e i n the h a l l here — 

A. Okay. 

Q. — and you're soft-spoken. 

Summarize f o r us what has been your 

employment experience as a g e o l o g i s t and w i t h 

p a r t i c u l a r emphasis t o the Permian Basin. 

A. I s t a r t e d w i t h Marathon i n 1987 i n t h e Gulf 

Coast r e g i o n , e x p l o r a t i o n . I've worked t h e r e f o r two 

years. I moved t o the Michigan Basin e x p l o r a t i o n 

r e g i o n , worked there f o r a year and a h a l f . And f o r 

t h e l a s t two years I've worked southeast New Mexico 

e x p l o r a t i o n and development f o r Marathon. 

Q. When we t a l k about l o c a t i n g , e x p l o r i n g f o r 

and mapping Wolfcamp horizons, i s t h a t something t h a t 

you do on a r e g u l a r , d a i l y basis? 

A. Yes. 

Q. You're also f a m i l i a r w i t h the Strawn o i l 

p r o d u c t i o n i n southeastern New Mexico? 
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A. Yes. 

Q. Have you prepared Strawn o i l maps f o r other 

purposes f o r your company? 

A. Yes. 

Q. As p a r t of your d u t i e s , were you asked t o 

make a geologic i n v e s t i g a t i o n of the s i z e and the shape 

of the Wolfcamp r e s e r v o i r t h a t ' s the su b j e c t of t h i s 

hearing? 

A. Yes, I was. 

Q. And were you able t o u t i l i z e a v a i l a b l e data 

t o reach, t o your s a t i s f a c t i o n as an expert, s u f f i c i e n t 

i n f o r m a t i o n upon which t o a r r i v e a t conclusions f o r 

which you could support? 

A. Yes. 

MR. KELLAHIN: We tender Ms. Gholston as an 

expert petroleum g e o l o g i s t . 

EXAMINER CATANACH: Ms. Gholston i s so 

q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Before we t a l k about the 

d i s p l a y s s p e c i f i c a l l y , l e t ' s t a l k about some of the 

other issues. 

Let's t a l k about the Wolfcamp r e s e r v o i r i n 

t h i s area and i t s r e l a t i o n s h i p , i f any, f o r Strawn o i l 

e x p l o r a t i o n . I s th e r e a r e l a t i o n s h i p ? 

A. No, there i s no r e l a t i o n s h i p between the 
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Wolfcamp and the Strawn as f a r as e x p l o r a t i o n i n t h i s 

area. 

Q. Would an e x p l o r a t i o n g e o l o g i s t such as you be 

able t o take Wolfcamp i n f o r m a t i o n i n t h i s area and make 

informed decisions about the p o t e n t i a l f o r Strawn o i l 

i n t h i s area? 

A. No. 

Q. Would you as a g e o l o g i s t recommend t h a t had 

you p a r t i c i p a t e d i n the i n the Sims w e l l i n the 

southwest corner of 12, t h a t you would have stopped a t 

the Wolfcamp and not penetrated on i n t o the Strawn i n 

order t o have data about the Strawn? 

A. No. 

Q. Where's the nearest Strawn o i l production? 

A. Four miles south and a l i t t l e b i t east, 

there's one w e l l t h a t produces from the Strawn. But 

the bulk of the Strawn production i s a good 18 t o 20 

miles t o the west. 

Q. How f a r west do you have t o go before you get 

t o developed Strawn production? 

A. Twenty miles, i n t o the Lusk f i e l d . 

Q. One of the issues t h a t was i d e n t i f i e d by the 

A p p l i c a n t i s whether or not Marathon's Jordan "B" 

Number 2 w e l l i s i n the same r e s e r v o i r as the Jordan 

"B" Number 1 w e l l when we look a t the Middle Wolfcamp. 
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A. Yes. 

Q. You heard t h a t ? 

A. Uh-huh. 

Q. What's your conclusion? 

A. I b e l i e v e t h a t the Jordan "B" 2 w e l l i s i n 

the same r e s e r v o i r as the Jordan "B" 1 and the Manzano 

Neuhaus w e l l , i n the Middle Wolfcamp. 

Q. I s the r e going t o be a s u b s t a n t i a l 

disagreement between your geologic conclusions about 

t h e s i z e and shape of t h i s Wolfcamp r e s e r v o i r from Mr. 

Brown's conclusions? 

A. Yes. 

Q. I n order t o s a t i s f y y o u r s e l f t h a t you had 

made the best p o s s i b l e e f f o r t as a g e o l o g i s t t o create 

t h e most w e l l - d e f i n e d map as you can, what d i d you do? 

A. Well, I gathered a l l the i n f o r m a t i o n on the 

surrounding w e l l s , a l l the subsurface i n f o r m a t i o n i n 

the area, c o r r e l a t e d those w e l l s , c o r r e l a t e d the Middle 

Wolfcamp zone, made cross-sections, cross-sections and 

maps i n the area, and then I was able t o co n f i r m those 

maps and r e f i n e them w i t h the engineering data t h a t we 

have i n the area. 

Q. Give us, based upon t h a t study and t h a t data, 

g i v e us your conclusion or summary about the geologic 

s e t t i n g i n which t h i s Wolfcamp formation i s placed. 
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A. I be l i e v e t h i s Wolfcamp for m a t i o n i s 

deposited as a dolomite d e b r i s f l o w from the northwest 

s h e l f area. The — I t ' s w e l l documented i n the 

l i t e r a t u r e t h a t dolomite d e b r i s i s deposited i n a 

paleotopographic low area, and I b e l i e v e t h a t the 

Manzano Sims, the Jordan "B" 1 and the Jordan "B" 2 are 

i n a paleotopographic low, and t h a t ' s why you have the 

dolomite d e b r i s deposited t h e r e . 

Q. Were you able t o s a t i s f y y o u r s e l f t h a t you 

could c o n s t r u c t a cross-section through t h i s area i n a 

north-south d i r e c t i o n t h a t would g i v e you geologic 

i n f o r m a t i o n t h a t was u s e f u l t o you? 

A. Yes. 

Q. Let's t u r n t o E x h i b i t 3, which i s the A-A' 

cros s - s e c t i o n . Any t r o u b l e w i t h l o g c o r r e l a t i o n , 

p i c k i n g a datum p o i n t on which t o hang a l l these logs? 

A. No, I picked the top of the Wolfcamp zone, 

which i s also the base of the t h i r d Bone Spring sand, 

and i t ' s a good c o r r e l a t i o n i n the area. 

Q. How about the q u a l i t y of the logs t h a t you're 

u t i l i z i n g ? 

A. They're a l l good q u a l i t y logs. 

Q. You've got modern-day logs — 

A. Yes. 

Q. — t h a t are u s e f u l t o you? 
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A. Yes. 

Q. As you begin t o b u i l d a conclusion about the 

s i z e and shape of the r e s e r v o i r , when you look a t your 

A-A' cr o s s - s e c t i o n , what does t h a t t e l l you? 

A. Well, A-A* i s a north-south c r o s s - s e c t i o n 

through the two Jordan "B" w e l l s , the Marathon w e l l s , 

the Manzano Neuhaus w e l l , and the l a s t one on the 

cr o s s - s e c t i o n i s the BTA Neuhaus w e l l which was d r i l l e d 

i n e a r l y 1993. 

Q. Those are a l l of the north-south data p o i n t s 

t h a t you have i n t h i s r e s e r v o i r , r i g h t ? 

A. Yes. 

Q. What does i t t e l l you about the ex t e n t of 

t h a t r e s e r v o i r n o r t h and south? 

A. The r e s e r v o i r i s present i n the Jordan "B" 2 

w e l l . That w e l l encountered seven f e e t of clean 

dolomite w i t h greater than f o u r percent p o r o s i t y i n the 

Middle Wolfcamp zone. That w e l l was p e r f o r a t e d i n t h a t 

zone and i t d i d cum 28,000 b a r r e l s of o i l . 

The zone thickens as you move t o the south, 

t o t he Jordan "B" 1 w e l l . That w e l l encountered 39 

f e e t of net pay i n the Middle Wolfcamp zone. 

As you move a l i t t l e b i t south t o the Manzano 

Neuhaus Federal 2, again you see the Wolfcamp zone 

t h i c k e n s , and t h a t w e l l encountered 90 f e e t of clean 
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dolomite pay. 

Fi n a l l y , the BTA Neuhaus w e l l , you can see 

the Middle Wolfcamp zone i s s t i l l present, but there i s 

no reservoir q u a l i t y rock i n that w e l l . 

Q. Describe us the v e r t i c a l i n t e r v a l t h a t you're 

dealing with when you're t r y i n g to f i n d the Wolfcamp. 

What have you displayed on here as that i n t e r v a l ? 

A. You mean as f a r as thickness? 

Q. F i r s t of a l l , how i s i t i d e n t i f i e d ? The zone 

of i n t e r e s t that you're going t o l a t e r prepare the 

isopach f o r , how i s that i l l u s t r a t e d on t h i s display, 

Exhibit Number 3? 

A. Well, I've colored i n l i g h t blue the gross 

pay i n t e r v a l , dolomite pay i n t e r v a l that I — 

Q. Describe f o r us what t e l l s you tha t t h a t i s 

the gross i n t e r v a l . 

A. The porosity at the top of the dolomite zone 

to the porosity greater than four percent at the base 

of the dolomite zone. 

Q. Within that i n t e r v a l you have a darker blue 

shading? 

A. Yes, those shadings s i g n i f y the gamma-ray 

cu t o f f of 30 API that I used and the four-percent 

porosity c u t o f f . 

Q. You're using the same c r i t e r i a as to c u t o f f 
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p o i n t s t h a t Mr. Brown used? 

A. Yes. 

Q. The 30 and then the f o u r percent? 

A. Yes. 

Q. Are you having a disagreement w i t h him over 

the p i c k of the i n t e r v a l , the thickness? 

A. Of the o v e r a l l gross i n t e r v a l , I b e l i e v e he 

has the bottom 15 f e e t or so t h a t I d i d not have as the 

gross pay. 

Q. Why d i d you exclude the bottom 15 f e e t i n h i s 

we l l ? 

A. I f e l t l i k e those 15 f e e t were r i g h t a t the 

four-percent pay c u t o f f . 

Q. And so you excluded them? 

A. So I excluded — Yes. I t went from a much 

gre a t e r p o r o s i t y down t o fou r percent. 

Q. That lower 15 f e e t , do you see any i n d i c a t i o n 

t h a t i t ' s f i v e percent or greater? 

A. No. 

Q. So you cut i t o f f ? 

A. Yes. 

Q. Do you have any disagreement w i t h him about 

the Jordan "B" Number 1, the Marathon w e l l , i n terms of 

how you c u t o f f the thickness there? 

A. I don't b e l i e v e so. 
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Q. Okay. A l l r i g h t , l e t ' s look a t t h e B-B' 

cros s - s e c t i o n . 

EXAMINER CATANACH: Hang on a second. 

(Off the record) 

Q. (By Mr. K e l l a h i n ) Describe f o r us the B-B' 

cros s - s e c t i o n . 

A. Cross-section B-B' i s an east-west cross-

s e c t i o n through the r e s e r v o i r . 

The f i r s t w e l l i n the c r o s s - s e c t i o n i s the 

Amoco Federal AG Com Number 1. You can see the Middle 

Wolfcamp zone i s present i n t h a t w e l l , but i t d i d not 

encounter any r e s e r v o i r - q u a l i t y rock. 

As you move t o the east, the second w e l l i n 

the c r o s s - s e c t i o n i s the Manzano Neuhaus Number 2 w e l l , 

which i s the same w e l l t h a t ' s on cr o s s - s e c t i o n A t o A'. 

Again, you see the 90 f e e t of net pay i n t h a t w e l l . 

And the l a s t w e l l i n the cross s e c t i o n i s the 

Manzano Sims State Number 1 w e l l . I n t h i s w e l l , the 

o v e r a l l Middle Wolfcamp zone i s much t h i n n e r than t h e 

o f f s e t Neuhaus Number 2 w e l l , and again i t encountered 

no r e s e r v o i r - q u a l i t y rock. 

Q. Let's t u r n t o E x h i b i t Number 5 and have you 

i d e n t i f y and describe f o r us the s t r u c t u r e map. This 

i s on the top of the Wolfcamp, i s i t not? 

A. Yes, which i s the datum t h a t I've hung the 
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cross-sections on. 

Q. Okay. 

A. The contour i n t e r v a l on t h i s s t r u c t u r e map i s 

50 f e e t . 

There i s a su b t l e d i p p i n g , monocline t o the 

west, and you can see t h a t i n the v i c i n i t y of the 

Jordan "B" 1 and the Neuhaus Federal Number 2 w e l l 

t h e r e i s evidence of a low i n t h a t area a t the top of 

the Wolfcamp. 

Q. F i t together f o r us, i f you w i l l , what you 

see as the importance of the s t r u c t u r e i n Sections 14 

and 11, how i t a f f e c t s t h i s Wolfcamp i n t e r v a l . 

A. As I said before, the Wolfcamp dolomite 

d e b r i s i s deposited i n paleotopographic lows, so i t 

does show evidence of the debris being deposited i n 

t h i s area. 

Otherwise, the t r a p f o r the Wolfcamp dolomite 

d e b r i s i s s t r a t i g r a p h i c , so the s t r u c t u r e does not 

a f f e c t the t r a p . 

Q. Would t h a t d e p o s i t i o n provide an exp l a n a t i o n 

as t o why ther e i s a c e r t a i n thickness w i t h i n t h i s pod, 

i f you w i l l , of Wolfcamp? 

A. I t wouldn't n e c e s s a r i l y show you how much 

thick n e s s t h a t would be present; i t would j u s t suggest 

an area where d e p o s i t i o n i s l i k e l y t o occur. 
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Q. Let's look a t E x h i b i t Number 6. A l l these 

e x h i b i t s were prepared by you? 

A. Yes. 

Q. This i s your work? 

A. Yes. 

Q. Describe f o r us what you've done w i t h the net 

dolomite p o r o s i t y isopach. 

A. I've included the Jordan "B" Number 2 w e l l , 

the Jordan "B" Number 1 w e l l , and the Manzano Neuhaus 

Federal Number 2 w e l l i n the Middle Wolfcamp r e s e r v o i r 

i n t h i s area, and the evidence t h a t I have t o p u l l the 

zero l i n e t o the n o r t h i s the Manzano Jordan "B" 2 

w e l l . 

Q. Okay. No doubt i n your mind as a g e o l o g i s t 

t h a t t h a t i s g e o l o g i c a l l y i n the same r e s e r v o i r as the 

Neuhaus Federal 2 and the Jordan "B" Number 1? 

A. No. 

Q. I t i s i n the same one? 

A. I t i s i n the same r e s e r v o i r . 

Q. There's some other i n f o r m a t i o n on the 

d i s p l a y . I n the east h a l f of 14, there's a box i n the 

center? 

A. Yes. 

Q. The side boundary dimension i s 660? 

A. Yes. 
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Q. What does t h a t represent? 

A. That i s the box f o r a l e g a l l o c a t i o n i f you 

had a n o r t h - h a l f laydown u n i t i n the n o r t h h a l f of 

Section 14. 

Q. A l l r i g h t . The dashed box i s a standard 

window f o r a n o r t h - h a l f spacing u n i t ? 

A. Yes. 

Q. Look i n the east h a l f of 14. What's the dark 

s o l i d — 

A. Oh, i n the east h a l f , the s o l i d box i s the 

l e g a l l o c a t i o n f o r a standup u n i t i n the east h a l f of 

Section 14. 

Q. Apart from the s u b s t a n t i a l d i f f e r e n c e s i n the 

mapping, both you and Mr. Brown agree t h a t t h e r e i s no 

l o c a t i o n i n the east h a l f of 14 t h a t ' s a standard 

l o c a t i o n f o r t h e i r w e l l t h a t would have h i t the 

r e s e r v o i r and been productive? 

A. Yes. 

Q. The — Having determined the shape of the 

r e s e r v o i r , how do you decide how lar g e t h a t shape i s 

going t o be w i t h i n the c o n t r o l p o i n t s of the geology 

t h a t you're working with? 

A. Well, I used the subsurface w e l l c o n t r o l . I 

used the geologic model of dolomite d e b r i s d e p o s i t i o n , 

and I also worked c l o s e l y w i t h our engineering 
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department and used the m a t e r i a l balance data t h a t they 

had t o t e l l me how large the r e s e r v o i r should be. 

Q. A l l r i g h t . You take your data t o t h e 

g e o l o g i s t and ask him t o run an engineering c a l c u l a t i o n 

t o see what he gets f o r gas i n place and see i f i t w i l l 

f i t w i t h i n the container t h a t you've mapped? 

A. Yes. 

Q. And what d i d you f i n d ? 

A. Our maps are very — I mean, my map and h i s 

c a l c u l a t i o n s were very close. 

Q. How do you decide as a g e o l o g i s t t h e contour 

l i n e s and the spacing of those l i n e s w i t h i n t he zero 

l i n e on the isopach? 

A. Those are based on the w e l l c o n t r o l t h a t I 

have. I j u s t t r y t o keep ev e r y t h i n g equal d i s t a n c e , 

and f i t the data t h a t I have. 

Q. I n applying t h a t methodology, you come up 

w i t h how many net f e e t of dolomite w i t h a p o r o s i t y 

g r e a t e r than f o u r percent f o r your w e l l ? 

A. For the Jordan "B" 1 well? 

Q. Right. 

A. T h i r t y - n i n e f e e t . 

Q. And what do you f i n d f o r the Neuhaus Federal 

2 we l l ? 

A. Ninety f e e t . 
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Q. W i t h i n the zero l i n e , i s the r e an 80-foot 

contour l i n e ? 

A. Yes. 

Q. And does t h a t thickness of 80 f e e t or gr e a t e r 

extend t o your spacing u n i t ? 

A. Yes. 

Q. Ge o l o g i c a l l y , Ms. Gholston, i s Manzano 

g a i n i n g an advantage over Marathon w i t h t h e i r w e l l 

l o c a t e d as i t i s located i n the r e s e r v o i r ? 

A. Yes, a t t h a t l o c a t i o n they have penetrated 

over h a l f — over twice as much r e s e r v o i r - q u a l i t y rock 

as we have penetrated w i t h our Jordan "B" 2 w e l l — I 

mean Jordan "B" Number 1 w e l l . 

Q. You would have a comparable l o c a t i o n f o r your 

spacing u n i t , but i t would be a t an unorthodox 

l o c a t i o n , would i t not? 

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

Q. You've had an o p p o r t u n i t y t o hear Mr. Brown's 

geologic explanation and t o review d u r i n g h i s 

discus s i o n each of h i s d i s p l a y s , d i d you not? 

A. Yes. 

Q. Has h i s testimony and h i s d i s p l a y s caused you 

t o change your opinions or conclusions about your own 

work? 

A. No. 
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Q. Has he said anything d u r i n g the p r e s e n t a t i o n 

of the testimony today t h a t would cause you t o go, Oh, 

my goodness, I have made a mistake, I need t o go back 

and change my display? 

A. No. 

MR. KELLAHIN: No f u r t h e r questions. 

We move the i n t r o d u c t i o n of E x h i b i t s 3 

through 6. 

EXAMINER CATANACH: E x h i b i t s 3 through 6 w i l l 

be admitted as evidence. 

Hold on, Mr. Carr, a second, i f you would. 

(Off the record) 

EXAMINER CATANACH: Sorry, Mr. Carr. You may 

proceed. 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Ms. Gholston, i f I look a t your geologic 

i n t e r p r e t a t i o n and compare i t t o t h a t of Mr. Michael 

Brown, i t looks t o me l i k e you used s i m i l a r approaches 

but have come up w i t h f a i r l y d i f f e r e n t p i c t u r e s of the 

r e s e r v o i r . Do you t h i n k t h a t ' s a f a i r statement? 

A. Yes. 

Q. Mr. K e l l a h i n says t h a t he's a novice i n t h i s 

area, and he's r e a l l y not. And I say I'm a novice i n 

t h i s area, and even he w i l l t e l l you I am. 
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So i f my question doesn't make any sense, 

stop me. 

A. Okay. 

Q. I f I understand these Wolfcamp pools i n t h i s 

area, we have some t h a t are deb r i s f l o w s , we have 

others t h a t might be buildups; i s t h a t c o r r e c t ? 

A. I f e e l i n t h i s area t h a t g e n e r a l l y t h e y ' r e 

d e b r i s flows. 

Q. And what you have mapped on your isopach, 

which i s E x h i b i t Number 6, i s r e a l l y a d e b r i s flow? 

A. Yes. 

Q. When you have a debr i s f l o w , does i t 

t y p i c a l l y extend over a l a r g e r a r e a l e x t e n t than a 

bu i l d u p , or i s t h a t a f a i r c h a r a c t e r i z a t i o n ? 

A. I t t y p i c a l l y i s over a l a r g e r e x t e n t . 

Q. Now, j u s t south of t h i s Lea Wolfcamp i s the 

Osuda Wolfcamp. Are you f a m i l i a r w i t h t h a t ? 

A. Yes. 

Q. I n your o p i n i o n , i s t h a t a d e b r i s flow? 

A. Yes. 

Q. That's also a debr i s flow? 

A. (Nods) 

Q. Now, i n mapping a r e s e r v o i r o f t h i s nature, 

you have c e r t a i n data p o i n t s — 

A. Yes. 
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Q. — and then you take those data p o i n t s and 

you c o n s t r u c t the map? 

A. That's c o r r e c t . 

Q. Now, w i t h the i n f o r m a t i o n t h a t you have and 

had a v a i l a b l e t o you i n c o n s t r u c t i n g your isopach map, 

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

r e s e r v o i r could extend f a r t h e r t o the south? 

A. No, I don't b e l i e v e t h a t i t does, based on 

the s t r u c t u r e a t the base of the Wolfcamp zone, and 

j u s t good geologic sense i s t o draw the zero l i n e 

halfway i n between your two c o n t r o l p o i n t s , and t h a t ' s 

what I've done i n t h i s area. 

Q. And so where you've placed your zero contour 

i s halfway between the c o n t r o l points? 

A. I t ' s based on t h a t and on the s t r u c t u r e a t 

the base of the Wolfcamp where the de b r i s — 

Q. So here i n f a c t — 

A. — where the base of the d e b r i s , the p o r o s i t y 

zone. 

Q. I n f a c t , here when we have your zero contour 

l i n e as i t comes across the northeast of 14, i t ' s 

a c t u a l l y c l o s e r t o the Neuhaus Federal Number 2 than t o 

the Number 1 w e l l t o the south; i s n ' t t h a t c o r r e c t ? 

A. Yes, and t h a t i s based on my s t r u c t u r e map 

t h a t I have on the base of the Wolfcamp d e b r i s t h a t 
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shows the s t r u c t u r e between those two w e l l s . 

At the base of the de b r i s there's 80 f e e t — 

The w e l l t o the south i s 80 f e e t higher than the 

Neuhaus Number 2. 

Q. Now, i f we take a look a t t h i s map and we 

look a t the c o n t r o l and the i n f o r m a t i o n , you had t o 

a c t u a l l y draw your contours i n the c e n t r a l p o r t i o n of 

what you've mapped as being the poo l . 

I s there any p a r t i c u l a r i n f o r m a t i o n t h a t you 

r e l i e d on, other than w e l l c o n t r o l , f o r the co n t o u r i n g 

between your Marathon Jordan "B" Number 1 and t h e 

Manzano Neuhaus Federal Number 2? 

A. Well c o n t r o l and, as I sa i d , I d i d work 

c l o s e l y w i t h our engineering department and t h e i r 

m a t e r i a l balance numbers t o make sure t h a t I was — had 

about the same si z e of r e s e r v o i r . 

Q. I n terms of the 80-foot contour t h a t you have 

i n t h e southeast of 11 — 

A. Yes. 

Q. — i s there — the r e i s no i n f o r m a t i o n t h a t 

would d i c t a t e t h a t t h a t 80-foot contour would be placed 

r i g h t where i t i s , as opposed t o s l i d i n g f a r t h e r t o the 

south; i s t h a t true? 

A. Well, t h a t ' s my best i n t e r p r e t a t i o n , and I do 

be l i e v e t h a t the Jordan "B" Number 2 w e l l p u l l s t he 
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whole reservoir to the north, so my contours have 

followed along those lines and been oriented more 

north-south, and that i s the d i r e c t i o n that I believe 

the debris flow i s coming from, i s from the north. 

So I have the whole thing kind of oriented 

north and south. 

Q. And you're not saying that the Jordan "B" 

Number 2 actually i s information t h a t would p u l l t h a t 

80-foot contour farther to the north, are you, and away 

from the acreage i n 14? Or i s that what you're saying? 

A. I'm saying that the Jordan "B" 2 p u l l s the 

whole reservoir to the north and therefore the 80-foot 

contour l i n e to the north. 

Q. What i s the maximum thickness t h a t you 

encountered i n the Jordan "B" Number 1? 

A. Thirty-nine feet of net pay. 

Q. And yet you are seeing 80 feet or more w i t h i n 

j u s t a few hundred feet of that? 

A. Yes. 

Q. And that's based on j u s t your interpretation? 

A. Yes. 

Q. Now, you also appear to have constructed the 

map so that based on your i n t e r p r e t a t i o n , the Neuhaus 

Federal Number 2 i s actually at the top of the 

structure. Do you think that's f a i r ? 
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A. This i s not a s t r u c t u r e map. I t ' s an isopach 

map. 

Q. The t h i c k e s t p o r t i o n of the formation? 

A. Yes. 

Q. Do you t h i n k t h a t i t ' s not p o s s i b l e t h a t t h a t 

t h i c k e r p o r t i o n i n s i d e the 80-foot contour could extend 

south of t h a t w ell? 

A. No, my best i n t e r p r e t a t i o n i s t h a t i t ' s t o 

the n o r t h . 

Q. And t h a t ' s based simply on the f a c t t h a t the 

"B" Number 2 i s p u l l i n g the r e s e r v o i r t o the n o r t h and 

t h a t because of t h a t , you f i n d an a d d i t i o n a l 41 f e e t 

w i t h i n a couple of hundred f e e t of the "B" 1? 

A. Yes. 

Q. Now, the Jordan "B" 2, t h a t w e l l i s plugged 

and abandoned? 

A. Yes. 

Q. You don't have any plans t o produce i t ? 

A. I t d i d produce from the Wolfcamp. 

Q. But you don't have any f u r t h e r plans t o do 

anything w i t h t h a t well? 

A. No, not t o my knowledge. 

Q. I t i s i n the same hor i z o n , d e f i n i t e l y , as the 

w e l l s t o the south t h a t are the r e a l s u b j e c t of the 

case? 
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A. Yes. 

Q. I n your experience, i s i t p o s s i b l e t h a t you 

can have w e l l s i n the same horizon on 160-acre t r a c t s 

t h a t i n f a c t would not be i n the same continuous 

r e s e r v o i r i n the Wolfcamp? 

A. Not i n t h i s area. And we also have 

engineering data t h a t backs up the f a c t t h a t t he Jordan 

"B" 2 i s i n the same r e s e r v o i r . 

Q. And t h a t engineering data i s j u s t a 

c a l c u l a t i o n t o determine the volume i n the r e s e r v o i r ? 

A. No, t h a t would be presented by our engineer 

l a t e r i n the case. 

Q. Did you prepare your geologic i n t e r p r e t a t i o n 

and give i t t o the engineer? 

A. Yes. 

Q. And then they base t h e i r engineering on t h a t , 

as you understand i t ? 

A. Y o u ' l l have t o ask him. 

Q. A f t e r the engineering work was done, d i d they 

ask you t o make any changes i n your geologic 

i n t e r p r e t a t i o n ? 

A. Not i n my i n t e r p r e t a t i o n . I d i d make sure — 

r e f i n e my map t o make sure the s i z e was not a l o t 

l a r g e r than t h e i r m a t e r i a l balance i n d i c a t e d t h a t i t 

would be. 
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Q. Looking a t the map of the standup spacing 

u n i t , i t ' s obvious there i s no standard l o c a t i o n on the 

east h a l f of t h i s t r a c t i n which a w e l l could be 

d r i l l e d ; i s n ' t t h a t r i g h t ? 

A. That would encounter Wolfcamp debris? 

Q. Yes. 

A. That's r i g h t . 

Q. So they would have t o d r i l l a t an unorthodox 

l o c a t i o n i f they were going t o i n t e r c e p t the f o r m a t i o n 

as you have mapped i t on E x h i b i t 6? 

A. Yes. 

Q. With a laydown u n i t they s t i l l a t a standard 

l o c a t i o n could not be a t the top of the s t r u c t u r e or a t 

the t h i c k e s t p o r t i o n of t h i s map as you've shown; i s n ' t 

t h a t r i g h t ? 

A. Yes. 

Q. They could get th e r e and be standard on an 

east — or north-south a x i s ; they wouldn't have t o 

encroach on Marathon? 

A. For a laydown n o r t h h a l f , yes. 

Q. Yes. 

A. Not a t the highest — Not a t the t h i c k e s t 

p a r t of the r e s e r v o i r . 

Q. Unless they were — they could be t h e r e i f 

they were unorthodox on an east-west a x i s — 
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A. Oh, i f they were unorthodox? 

Q. — not a n o r t h - south? I s t h a t r i g h t ? 

A. Yes. 

Q. Did you do a net p o r o s i t y map of the area, an 

isopach? 

A. Based on j u s t p o r o s i t y and gamma ray? 

Q. Yes. 

A. No, I used a clean dolomite gamma-ray c u t o f f . 

Q. Was there any reason t h a t you d i d n ' t do the 

net p o r o s i t y map? 

A. Well, I d i d n ' t want t o count f e e t of p o r o s i t y 

i n t he shaley zones because I d i d not f e e l — Although 

the p o r o s i t y would read higher than f o u r percent, I 

don't t h i n k i t c o n t r i b u t e s t o the r e s e r v o i r when i t ' s 

shaley. 

Q. And where i s the r e s e r v o i r shaley? 

A. With a gamma-ray c u t o f f , w i t h a higher gamma-

ray than 30 API i s the c u t o f f I used, but — 

Q. And here again, I'm g e t t i n g where I don't 

know, but i f you move away from the h e a r t of the 

r e s e r v o i r i s t h a t where you encounter more shale? 

A. Yes, you can encounter more shale i n t h e 

f l a n k s . 

Q. And so you would have more shale — 

C e r t a i n l y , the Jordan "B" Number 2 would be on the 
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fl a n k ? 

A. Yes. 

Q. Did you — And would t h a t p o r o s i t y not be as 

e f f e c t i v e a t t h a t area? I s t h a t what you were t e l l i n g 

me? 

A. The p o r o s i t y i n the Jordan "B" 2 was about 

the same percent, but — 

Q. Not as much of i t ? 

A. Just not as t h i c k . Seven f e e t . 

Q. Now, i f I look a t your c r o s s - s e c t i o n s , you 

cut o f f about the bottom 15 f e e t of the fo r m a t i o n as i t 

i s shown i n the logs on the Manzano Neuhaus Federal 

Number 2 well? 

A. Yes. 

Q. And why d i d you cut t h a t o f f ? 

A. I f e l t l i k e the p o r o s i t y was r i g h t a t the 

four-percent c u t o f f , and you went from a very h i g h 

p o r o s i t y t o a low p o r o s i t y , and I do not f e e l t h a t t h a t 

was p a r t of the r e s e r v o i r . 

Q. Did you look a t the c r o s s - p l o t on the l o t s ? 

A. Yes. 

Q. And when you looked a t t h a t , d i d you f i n d 

zones t h a t had as high as 6.3 percent? 

A. No. 

Q. You didn't? 
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A. (Shakes head) 

Q. I s i t your testimony t h a t e v e r y t h i n g i n t h a t 

bottom 15 f e e t was below fo u r percent? 

A. No, there are some zones where i t gets a 

l i t t l e higher than f o u r percent but I f e l t i t was r i g h t 

on the four-percent, f i v e - p e r c e n t l i n e . 

Q. When you constructed your isopach map, your 

E x h i b i t Number 6, was t h a t j u s t a s t r i c t c u t o f f on f o u r 

percent, or d i d you also take some leeway and perhaps 

omit some zones t h a t might have more than t h a t ? 

A. I d i d n ' t omit any zones t h a t were i n the area 

t h a t I've shaded l i g h t blue t h a t I f e e l i s t h e gross 

r e s e r v o i r i n t e r v a l , no, I d i d not. 

Q. I n making t h i s d e c i s i o n t o drop the bottom 15 

f e e t out, d i d you have any mudlog i n f o r m a t i o n a v a i l a b l e 

t o you? 

A. No. 

Q. How long have you had the Manzano log? 

A. I t h i n k I got i t i n mid-July. I'm not sure 

of t h e date, but I — 

Q. Where d i d you get i t ? 

A. From an i n t e r e s t owner i n the w e l l . 

Q. I be l i e v e you t e s t i f i e d t h a t you f e l t t h a t 

t h e Manzano w e l l was i n f a c t g a i n i n g an advantage on 

Marathon — 
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A. Yes. 

Q. — i s t h a t c o r r e c t ? 

And I understood your answer t o be i t was 

because they had r e a l l y t w i c e as much rock as 

Marathon — 

A. Yes. 

Q. — i s t h a t c o r r e c t ? 

I s t h a t because of the — I s the advantage 

because they are 660 from you or because they have 

t w i c e as much rock? 

A. Well, I don't t h i n k they would have t w i c e as 

much rock i f they weren't i n an i l l e g a l l o c a t i o n . 

Q. Unless they were i n a laydown u n i t i n t h e 

n o r t h h a l f ? 

A. I s t i l l don't t h i n k they would have 90 f e e t . 

I t h i n k they would have a s i m i l a r s e c t i o n t o ours. 

Q. They could be w i t h a laydown l o c a t i o n — they 

would have t o be 660 f e e t away from the Manzano; i s n ' t 

t h a t r i g h t — I mean — I'm so r r y , Marathon? 

A. Yes, and 1980 from the east l i n e . 

Q. But a t 660 f e e t from your p r o p e r t y , they do 

encounter t h i s t h i c k p o r t i o n of the r e s e r v o i r ? 

A. Yes. 

Q. Now, my question i s , i f they were a t t h a t 

l o c a t i o n and they d i d n ' t have a t h i c k e r p o r t i o n of the 
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r e s e r v o i r , would they s t i l l have gained an advantage on 

you, i n your opinion? 

MR. KELLAHIN: I've been p a t i e n t , Mr. 

Examiner. I'm going t o o b j e c t . 

I t matters not about the spacing of t h i s w e l l 

on the n o r t h h a l f of the s e c t i o n . That's not what t h i s 

A p p l i c a n t chose t o do. They al i g n e d themselves on the 

east h a l f of t h i s s e c t i o n . They are a t an i l l e g a l 

l o c a t i o n . That's the r u l e . And t a l k i n g about a 

standard laydown n o r t h h a l f i s wasting our time. 

EXAMINER CATANACH: I agree, Mr. Carr. 

MR. CARR: Mr. Catanach, I have one question. 

Where I'm t r y i n g t o go w i t h t h i s i s , I'm t r y i n g t o 

understand what i s meant when t h i s witness says 

"advantage", and I'm t r y i n g t o see, i s i t because of 

distance toward a lease l i n e or thickness of the 

r e s e r v o i r ? That's where I'm t r y i n g t o go. 

EXAMINER CATANACH: A l l r i g h t . 

Q. (By Mr. Carr) I s i t because we're c l o s e r t o 

you, or i s i t because of the thickness of the 

r e s e r v o i r ? 

A. Thickness of the r e s e r v o i r . 

MR. CARR: Okay. That's a l l I have. 

That was a long way t o t h a t answer. That's 

where I was going. 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Ms. Gholston, one of the c e n t r a l issues here 

i s going t o be whether or not t h a t r e s e r v o i r extends 

i n t o t he n o r t h h a l f of Section 11 t h e r e . 

Can you t e l l me why there's such disagreement 

between you and the other p a r t y ' s g e o l o g i s t on t h a t 

p o i n t ? 

A. Well, he does not f e e l t h a t the two w e l l s , 

t h e two Jordan "B" w e l l s , are i n the same r e s e r v o i r , 

and I f e e l t h a t they are, so I have t o draw my d e b r i s 

pod t o the n o r t h t o include t h a t w e l l , whereas h i s map, 

since he doesn't f e e l they're i n the same r e s e r v o i r , he 

doesn't have t o draw the debris pod a l l the way up 

th e r e . 

Q. You're l o o k i n g a t the same i n f o r m a t i o n 

b a s i c a l l y , aren't you? 

A. Yes. 

Q. Same l o g information? 

I s i t t h a t s u b j e c t i v e , t h a t you can put i t up 

the r e and he can't? 

A. Yes, I guess a l l he'd have t o do i s , on my 

cro s s - s e c t i o n A t o A', pinch out t h a t blue zone before 

he gets t o my w e l l and s t a r t a whole 'nother r e s e r v o i r 

zone and separate the two r e s e r v o i r s . 
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But l i k e I sa i d , we do have some engineering 

data t h a t shows t h a t those w e l l s are i n the same 

r e s e r v o i r . 

Q. Okay. B a s i c a l l y , you both agree t h a t t h e r e 

i s some r e s e r v o i r i n the Jordan "B" 2 w e l l , but h i s 

op i n i o n i s t h a t i t ' s i n a d i f f e r e n t r e s e r v o i r ? 

A. Yes, h i s maps had seven f e e t a l s o a t t h a t 

l o c a t i o n , but he j u s t drew them i n a d i f f e r e n t — He 

j u s t separated the two debr i s pods. 

Q. I s there any evidence t h a t you can see t h a t 

would s u b s t a n t i a t e h i s t e r m i n a t i n g t h a t r e s e r v o i r i n 

between the Jordan "B" 1 and "B" 2? 

A. No, ther e i s no w e l l c o n t r o l between those 

two w e l l s . 

EXAMINATION 

BY MR. STOVALL: 

Q. Ask a follow-up t o t h a t , because I b e l i e v e 

h i s testimony was t h a t he based t h a t i n t e r p r e t a t i o n on 

what he saw as the nature of the Wolfcamp i n t h i s area? 

A. Yes. 

Q. Did you understand him t o say t h a t ? 

A. Yes. 

Q. Based upon your knowledge of t h e Wolfcamp i n 

the area, i s t h a t a reasonable basis upon which t o make 

t h i s a smaller pod, not extended up t h e r e , and perhaps 
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f i n d a second pod around the "B" 2? 

A. Yes, ther e i s a f i e l d t o the south t h a t — 

there's two east-west — there's t h r e e w e l l s east-west. 

The middle w e l l d i d f i n d d e b r i s , the two 

w e l l s east-west d i d not, s i m i l a r t o the c r o s s - s e c t i o n B 

t o B' t h a t I show, i t does pinch out q u i c k l y t o the 

east-west. 

I n t h a t area there i s n ' t any w e l l c o n t r o l 

d i r e c t l y t o the n o r t h and t o the south, so i t doesn't 

— i t ' s not constrained — 

Q. So i t ' s not an ou t l a n d i s h i n t e r p r e t a t i o n by 

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

A. No. 

MR. STOVALL: Okay. 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

Q. I s i t reasonable t o assume t h a t t h e r e could 

be another pod t o the n o r t h t h e r e , another r e s e r v o i r ? 

A. I don't b e l i e v e i t i s , based on our 

engineering data t h a t shows t h a t those two w e l l s are i n 

communication. 

EXAMINER CATANACH: That's a l l I have. The 

witness may be excused. 

MR. KELLAHIN: I ' d l i k e t o c a l l Mr. Craig 

Kent. 
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CRAIG KENT, 

the witness he r e i n , a f t e r having 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 : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Would you please s t a t e your name and 

occupation? 

A. My name i s Craig Kent and I'm a r e s e r v o i r 

engineer w i t h Marathon O i l Company i n Midland, Texas. 

Q. Mr. Kent, on p r i o r occasions, have you 

t e s t i f i e d as a r e s e r v o i r engineer before the D i v i s i o n ? 

A. Yes, I have. 

Q. And you're appearing today i n t h a t same 

capacity? 

A. Yes, I am. 

Q. Have you been inv o l v e d w i t h t he geologic 

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

disch a r g i n g your d u t i e s as a r e s e r v o i r engineer, made 

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

geologic d i s p l a y s t h a t Marathon's presenting? 

A. Yes, I have. 

Q. Have you s p e c i f i c a l l y worked w i t h Ms. 

Gholston on lo o k i n g a t her net pay map and t o determine 

whether or not, based on your independent engineering 

judgment, the size and shape of the con t a i n e r t h a t 
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she's mapped would f i t the volume of o r i g i n a l gas i n 

place, as you c a l c u l a t e d i t t o be? 

A. Yes, I have. 

MR. KELLAHIN: We tender Mr. Kent as an 

expert r e s e r v o i r engineer. 

EXAMINER CATANACH: Mr. Kent i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Let's s t a r t w i t h t h a t 

t o p i c and d i r e c t your a t t e n t i o n f i r s t t o E x h i b i t Number 

7 and have you i d e n t i f y and describe f o r us what you've 

done. 

A. E x h i b i t Number 7 i s a p l o t of wellhead 

pressure versus r a t e f o r the Manzano Neuhaus 14 Federal 

Number 2, as taken from t h e i r m u l t i - p o i n t backpressure 

t e s t dated 8-3-93. 

What i s shown are the wellhead producing 

pressures or f l o w i n g t u b i n g pressures versus the 

producing r a t e f o r each of the f o u r p o i n t s of the t e s t . 

Q. Let me stop you r i g h t t h e r e , Mr. Kent. I s 

t h i s t h e k i n d of anal y s i s and i n f o r m a t i o n t h a t you look 

a t on a re g u l a r d a i l y basis? 

A. Yes, i t i s . 

Q. You've done hundreds i f not thousands of 

these kinds of analyses? 

A. Yes, I have. 

Q. I n lo o k i n g a t the o r i g i n a l f o u r - p o i n t t e s t on 
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the Manzano w e l l , t h a t d e l i v e r a b i l i t y i s what we're 

t a l k i n g about? 

A. Yes. 

Q. Did you see anything as an observer o f t h a t 

data t h a t caused you a concern? 

A. Yes, I d i d . P r i m a r i l y when you're running a 

f o u r - p o i n t t e s t , you t r y t o get a good spread of r a t e s 

and pressures so t h a t you can ac c u r a t e l y p r e d i c t what 

the AOF of the w e l l i s . 

I n t h i s case, there b a s i c a l l y i s no spread on 

the pressures. They reported a bottomhole s t a t i c 

pressure of 2055 pounds and then producing bottomhole 

pressures ranging from 1984 pounds t o 2000 pounds, 

which are roughly 97 percent of the r e s e r v o i r pressure. 

Q. What's the standard you would apply as a 

r e s e r v o i r engineer i f you were having t h i s t e s t 

conducted f o r you? 

A. I f I was going t o conduct i t , I would use a 

standard t h a t ' s shown i n the New Mexico Backpressure 

T e s t i n g Manual, which s t a t e s t h a t the producing 

pressure f o r the lowest r a t e should be no more than 95 

percent of the s t a t i c pressure and t h a t t he producing 

pressure f o r the highest r a t e of the t e s t should be no 

more than 75 percent of the s t a t i c pressure. 

I f you look a t a l l f o u r of the producing 

CUMBRE COURT REPORTING 
(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 

23 

24 

25 

112 

pressures on t h i s t e s t , they're a l l r i g h t a t about 97 

t o 98 percent of the s t a t i c pressure. 

Q. What's your conclusion about the r e l i a b i l i t y 

of the o r i g i n a l f o u r - p o i n t t e s t taken on the Manzano 

Neuhaus 14 well? 

A. The o r i g i n a l or the August 3rd? 

Q. I'm so r r y , the August 3rd. 

A. The August 3rd t e s t , I b e l i e v e t h a t the f o u r 

p o i n t s are too c l o s e l y spaced t o give an accurate 

d e p i c t i o n of what the AOF i s . 

Q. When you look a t the end r e s u l t o f the new 

f o u r - p o i n t t e s t , the August 3rd, 1993, t e s t , and look 

a t the c o n f i g u r a t i o n of the t u b i n g s i z e i n t h a t 

w e l l b o r e , the pressures i n the r e s e r v o i r and the t o t a l 

volume of gas reported of 35 m i l l i o n MCF a day, what 

does t h a t t e l l you? 

A. Well, w i t h 2 7/8 t u b i n g i n the w e l l , i f you 

were t o open i t up t o atmosphere and t r y t o p h y s i c a l l y 

put 35 m i l l i o n cubic f e e t of gas a day and the 

associated l i q u i d s , you'd have a bottomhole pressure 

t h a t ' s higher than the r e s e r v o i r pressure. 

So i n r e a l i t y , there's no way t o produce t h a t 

35 m i l l i o n cubic f o o t a day through t h i s w e l l . 

Q. Would you as a knowledgeable r e s e r v o i r 

engineer u t i l i z e the new f o u r - p o i n t t e s t as a method by 
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which t o c a l c u l a t e therefrom a pen a l t y f o r t h i s w e l l ? 

A. No, I wouldn't. 

Q. You've d e a l t w i t h absolute open f l o w t e s t s 

f o r some p e r i o d of time, have you not? 

A. Yes, I have. 

Q. And you've t e s t i f i e d before t h i s D i v i s i o n on 

a number of nonstandard or unorthodox w e l l l o c a t i o n s , 

I n d i a n Basin, Upper Penn p r i m a r i l y , have you not? 

A. That's c o r r e c t . 

Q. Have you also been involved i n hearings w i t h 

regards t o determining how t o apply a pen a l t y i n a 

nonprorated gas pool? 

A. No, I haven't. 

Q. Okay. What would be your recommendation t o 

the Examiner f o r a nonprorated gas pool i n terms of how 

t o apply the penalty against some number? Should i t be 

ap p l i e d against the AOF or the d e l i v e r a b i l i t y or 

something else? 

A. I be l i e v e t h a t the penalty should be a p p l i e d 

against the a c t u a l d e l i v e r a b i l i t y of the w e l l . 

Q. And why do you reach t h a t conclusion? 

A. Because using the d e l i v e r a b i l i t y as the 

f a c t o r a c t u a l l y allows you t o take i n t o account what's 

r e a l l y happening or what could p o t e n t i a l l y happen as 

f a r as production from the w e l l . 
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Q. What i s the c u r r e n t c a pacity of your w e l l t o 

d e l i v e r gas from t h i s w e l l i n t o the p i p e l i n e ? 

A. We're c u r r e n t l y producing a t a r a t e of around 

4 m i l l i o n cubic f e e t a day against a t u b i n g pressure of 

roughly 255 pounds. 

Q. Let me ask you t o t u r n t o E x h i b i t Number 8. 

Would you i d e n t i f y and describe t h a t ? 

A. E x h i b i t Number 8 i s b a s i c a l l y two p o r t i o n s , 

or r e a l l y t h r e e p o r t i o n s . 

The top t h i r d , a graph e n t i t l e d Jordan "B" 

Number 1, i s a P-over-Z p l o t of pressure data taken 

from the w e l l . 

The middle s e c t i o n i s t h a t data presented i n 

t a b u l a r form. 

The bottom s e c t i o n , e n t i t l e d Volumetric 

C a l c u l a t i o n of Reservoir Volume, i s simply t h a t 

c a l c u l a t i o n of r e s e r v o i r volume based on m a t e r i a l 

balance. 

Q. What's your conclusion? 

A. My conclusion i s t h a t t h e r e i s somewhere on 

the order of 5.8 BCF gas o r i g i n a l l y i n place i n t h i s 

r e s e r v o i r , and t h a t volume i s over — i s enclosed i n 

6250 a c r e - f e e t . 

Q. Have you compared your v o l u m e t r i c c a l c u l a t i o n 

on r e s e r v o i r volume, the 6250 f e e t — a c r e - f e e t — 
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A. Yeah. 

Q. — t o Ms. Gholston's net isopach? 

A. Yes. I bel i e v e her net ac r e - f e e t came out t o 

be about 6600, so we're w i t h i n about f i v e percent of 

each other. 

Q. And t h a t ' s w i t h i n the usual margin of e r r o r 

i n making those types of judgments? 

A. That's c o r r e c t . 

Q. Have you had a chance t o l i s t e n t o Mr. 

Brown's engineering p r e s e n t a t i o n where he has gone 

through the same process or method w i t h h i s g e o l o g i s t , 

and he t e l l s us h i s v o l u m e t r i c c a l c u l a t i o n balances 

w i t h Manzano's geologic map? 

A. That's c o r r e c t . 

Q. A l l r i g h t . Have you reviewed h i s testimony 

as he made i t so t h a t you could determine whether or 

not he has made any e r r o r s i n h i s c a l c u l a t i o n t h a t may 

account f o r a di f f e r e n c e ? 

A. Yes, I have. I be l i e v e he has made an e r r o r 

i n computing the Z or c o m p r e s s i b i l i t y f a c t o r o f the 

r e s e r v o i r f l u i d . 

Q. Explain t o us how you get t o t h a t conclusion. 

A. The Wolfcamp r e s e r v o i r here i s a gas 

condensate r e s e r v o i r , and as such, when you determine 

the c o m p r e s s i b i l i t y f a c t o r , not only do you have t o 
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account f o r the compressibility of the gas that's 

produced o f f of the separator, but also the condensate 

that dropped out of solution or out of the gas phase as 

i t was flowing up the tubing. 

What we've done i s , early 1992 we performed a 

recombination PVT analysis on the reservoir f l u i d and 

determined several Z factors over a range of pressures. 

What we did was take a sample of separator 

l i q u i d and separator gas, recombine them at the 

producing GOR, and then increase pressure and measure 

the PVT properties over several pressures. 

Q. Mr. Brown's engineering c a l c u l a t i o n used a Z 

factor t h a t was based on dry gas? 

A. That i s my — That i s basically what I would 

assume, looking at his Z factors versus some th a t I've 

produced f o r s i m i l a r analysis. 

Q. I f he does that , how does that lead you i n t o 

an error? 

A. On the P-over-Z p l o t , i t r e a l l y i s n ' t making 

much difference. I've p l o t t e d them both ways myself, 

and I don't come up with a s i g n i f i c a n t difference. 

Q. Where does i t make a difference? 

A. Where i t makes a difference i s where you 

s t a r t c alculating the formation volume factor f o r the 

gas at o r i g i n a l conditions. 
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Q. I f you've made a mistake i n the f o r m a t i o n 

volume f a c t o r under o r i g i n a l c o n d i t i o n s , what then does 

t h a t do t o the c a l c u l a t i o n f o r r e s e r v o i r volume? 

A. I n t h i s case what i t does, i t makes th e net 

a c r e - f e e t too l a r g e , because you're saying t h a t the 

f l u i d i s less compressible than what i t a c t u a l l y i s . 

Q. How i s t h a t t r a n s l a t e d i n t o an e r r o r when you 

analyze or t r y t o v e r i f y h i s geologic s i z e and shape? 

A. What i t does i s , i t means t h a t the net map 

t h a t the g e o l o g i s t has mapped, i f i t i s matching the 

m a t e r i a l balance, i s too l a r g e . 

The volume of the r e s e r v o i r as shown by 

Manzano*s map i s too l a r g e . 

Q. The Examiner has asked questions about the 

r e s e r v o i r engineering data a v a i l a b l e between t h e Jordan 

"B" 2 and the Jordan "B" 1. Give us your best 

r e c o l l e c t i o n of t h a t i n f o r m a t i o n . 

A. As I r e c a l l , the Jordan "B" Number 2 had a 

bui l d u p t e s t run on i t on i n i t i a l completion, which 

showed a r e s e r v o i r pressure of roughly 4400 pounds, 

which corresponds t o a grad i e n t of roughly .4 PSI per 

f o o t . 

On i n i t i a l completion of the Jordan "B" 

Number 1 we also ran a bottomhole pressure b u i l d u p 

t e s t , which i n d i c a t e d a bottomhole pressure of roughly 
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3800 pounds or a gra d i e n t of about .31 PSI per f o o t . 

Subsequently, we shot some f l u i d l e v e l s on 

the Jordan "B" Number 2 t o t r y t o make some estimates 

of bottomhole pressure, and those pressures were i n the 

neighborhood of 3800 pounds. 

Q. What conclusion do you reach as a r e s e r v o i r 

engineer, based upon t h a t data? 

A. That something — Comparing the i n i t i a l 

g r a d i e n t pressure gradients on the two w e l l s , t h e r e was 

something t h a t caused some pressure drop a t the Jordan 

"B" Number 1 l o c a t i o n . 

Q. At t h a t p o i n t i n time, i s the r e any other 

p o i n t source i n the r e s e r v o i r t h a t would e x p l a i n t h a t 

pressure drop, i f i t i s not explained by l o o k i n g a t the 

Jordan "B" Number 2 well? 

A. No, there i s not. 

Q. What's the conclusion? 

A. That the Jordan "B" Number 1 and Jordan "B" 

Number 2 are i n f a c t i n the same r e s e r v o i r . 

Q. And i f they are, then the g e o l o g i s t has t o 

honor t h a t data when she draws the geologic map? 

A. That's c o r r e c t . 

Q. Anything else, Mr. Kent? 

A. No. 

MR. KELLAHIN: We move the i n t r o d u c t i o n of 
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h i s E x h i b i t s 7 and 8. 

EXAMINER CATANACH: E x h i b i t s 7 and 8 w i l l be 

admitted as evidence. 

Mr. Carr? 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. The Jordan "B" 2 i s depleted, r i g h t ? 

A. No, i t ' s not. 

Q. I t i s n ' t ? 

A. That w e l l was shut i n because i t ' s uneconomic 

because of high water-flow r a t e s , h i gh l i f t i n g c o sts. 

There's no e l e c t r i c i t y i n the area. We had t o pump the 

w e l l — or TXO a c t u a l l y had t o pump the w e l l t o make i t 

produce, and i t ' s not economic. 

Q. No a n t i c i p a t i o n t h a t you w i l l produce i t ? 

A. I n the Wolfcamp, no. 

Q. When I look a t your E x h i b i t Number 8, and I 

look a t the graph a t the top of the page, the — on the 

l i n e t h a t you've p l o t t e d across the graph, you've based 

i t on, I guess, two i n i t i a l p o i n t s on the extreme l e f t ; 

i s t h a t r i g h t ? 

A. That's c o r r e c t . 

Q. I f you — Are you aware t h a t t h e r e was a DST 

taken on a w e l l on J u l y the 4th? 

A. Yes, I am. 
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Q. And t h a t there was a pressure p o i n t a t t h a t 

time of 2581 a t 2.5 BCF? 

A. Excuse me? 

Q. There was an a d d i t i o n a l pressure p o i n t 

obtained a t t h a t time, on J u l y the 4th? 

A. That's c o r r e c t . 

Q. And you d i d n ' t use i t ? 

A. That p o i n t , not f o r the b u i l d i n g of t h i s 

p a r t i c u l a r e x h i b i t . 

But i f you were t o take the pressure which 

has been t e s t i f i e d of roughly 2128 pounds, 

corresponding Z f a c t o r , based on our PVT a n a l y s i s of 

.6359, i t gives you a P-over-Z value of roughly 3346, 

which f a l l s almost e x a c t l y on the l i n e . 

Q. I t i s f a i r t o say, though, i s i t not, Mr. 

Kent, t h a t you d i d not f a c t o r i n the pressure p o i n t 

t h a t was obtained on Ju l y the 4th? 

A. No, i t ' s not — Or yes, i t i s , I'm s o r r y . 

Q. A l l r i g h t , I've got one more t h i n g . 

You ran a PVT anal y s i s on f l u i d s from the 

r e s e r v o i r ? 

A. That's c o r r e c t . 

Q. Would you be w i l l i n g t o make t h a t a v a i l a b l e 

t o us? 

A. Sure. 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Kent, E x h i b i t Number 7, t h a t ' s your 

i n t e r p r e t a t i o n of the f o u r - p o i n t pressure t e s t ? 

A. What I d i d here was t r y t o get some idea 

based on the i n f o r m a t i o n t h a t I had a v a i l a b l e , o f what 

t h i s w e l l could a c t u a l l y d e l i v e r a t the surface. 

I p l o t t e d the f o u r p o i n t s . They f e l l roughly 

on a s t r a i g h t l i n e , so I ex t r a p o l a t e d t h a t s t r a i g h t 

l i n e down t o zero pressure, then also showed on t h e r e 

w i t h a dashed l i n e roughly what the l i n e pressure was 

a t about 100 pounds. I t h i n k c u r r e n t l y l i n e pressure 

i s more l i k e 180 pounds t o 200 pounds now t h a t 

Manzano's w e l l i s on l i n e , so I was being s l i g h t l y 

generous. 

Also, what you would normally expect t o see 

i s , as r a t e increases and wellhead pressure drops, t h a t 

curve — t h a t l i n e should a c t u a l l y become a curve and 

curve downward t o some value t h a t ' s less than what I've 

shown on the s t r a i g h t l i n e due t o a d d i t i o n a l f r i c t i o n 

pressure drops, as the gas expands. 

But based on the data I had a v a i l a b l e , t h i s 

was the best i n t e r p r e t a t i o n I could make. 

Q. You estimate t h a t the Neuhaus w e l l can 

d e l i v e r over 7 m i l l i o n a day t o the p i p e l i n e ? 
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A. I f you ex t r a p o l a t e d using a s t r a i g h t l i n e , 

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

EXAMINER CATANACH: Okay, I don't have any 

f u r t h e r questions. 

MR. KELLAHIN: I ' d l i k e t o c a l l a t t h i s time 

Mr. Robin Tracy. 

While Mr. Tracy i s t a k i n g the stand, a 

housekeeping chore. 

I d i d not move f o r i n t r o d u c t i o n of the 

documents out of the w e l l f i l e s t h a t were marked as 

Marathon E x h i b i t s 1-A through 1-B and E x h i b i t 2-A 

through 2-D. 

We would move t h a t i n t r o d u c t i o n . 

EXAMINER CATANACH: E x h i b i t s 1-A through 1-B 

and 2-A through 2-D w i l l be admitted as evidence. 

MR. STOVALL: 1-A, 1-B? I've got a t l e a s t a 

1-C here. Let's make sure we've — I've got a l-D. I 

t h i n k i t was l-D. You had two permits and a completion 

r e p o r t and a C-104 as E x h i b i t — 

MR. KELLAHIN: 1-A through -D and 2-A through 

-D. 

MR. STOVALL: I t h i n k , yeah, there's a 2-D — 

Correct. 

(Off the record) 

MR. KELLAHIN: I s t h a t s t r a i g h t ? 
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EXAMINER CATANACH: I t h i n k SO. 

ROBIN TRACY, 

the witness h e r e i n , a f t e r having been f i r s t d uly 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 : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Would you please s t a t e your name and 

occupation? 

A. Robin Tracy, I'm an operations engineering 

supervisor f o r Marathon O i l Company i n Midland, Texas. 

Q. Mr. Tracy, you're soft-spoken; you're going 

t o have t o f i n d t h a t microphone and — 

MR. STOVALL: I t doesn't — I t only goes i n t o 

the tape recorder, so you're going t o have t o speak up. 

MR. KELLAHIN: Oh, i t doesn't? I'm s o r r y . 

You w i l l have t o speak up then. 

Q. (By Mr. K e l l a h i n ) On p r i o r occasions you're 

t e s t i f i e d before the D i v i s i o n here i n Santa Fe? 

A. Yes, I have. 

Q. Describe f o r us what i t i s t h a t you do 

c u r r e n t l y f o r Marathon O i l Company? 

A. I supervise a group of engineers t h a t our 

primary r e s p o n s i b i l i t y i s completing w e l l s , 

recompleting w e l l s t h a t have been depleted t o look f o r 

behind-pipe reserves, a whole array of more o p e r a t i o n a l 
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type work. 

Q. Based upon t h a t p o s i t i o n w i t h your company, 

have you i n v e s t i g a t e d the circumstances surrounding the 

Manzano well? 

A. Yes, I have. 

Q. You're aware of the e q u i t i e s , i f you w i l l , 

t h a t are i n place i n the r e s e r v o i r as the two companies 

compete f o r the Wolfcamp gas t h a t i s i n t h i s r e s e r v o i r ? 

A. Yes. 

Q. Have you and your s t a f f reviewed and come t o 

a conclusion t h a t you desi r e t o express t o the Examiner 

concerning how the D i v i s i o n should handle the 

c o n t i n u a t i o n of production from t h i s w e l l a t i t s 

i l l e g a l l o c a t i o n ? 

A. Yes, I have. 

MR. KELLAHIN: We tender Mr. Tracy as an 

expert petroleum engineer. 

EXAMINER CATANACH: Mr. Tracy i s so 

q u a l i f i e d . 

Q. (By Mr. Ke l l a h i n ) Let me have you, s i r , t u r n 

t o E x h i b i t Number 9 and i d e n t i f y and describe what 

you're showing. 

A. This i s a penalty c a l c u l a t i o n , and the one 

t h a t ' s shown on E x h i b i t 9 i s j u s t a d i s t a n c e - r a t i o 

method from the s t r a i g h t standoff of what a l e g a l 

CTJMBRE COURT REPORTING 
(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 

23 

24 

25 

125 

l o c a t i o n i s and what an i l l e g a l l o c a t i o n i s on the 

Neuhaus w e l l — or on the Manzano w e l l . 

Q. A l l r i g h t . Part of the methodology was t o 

examine a l l reasonable options f o r a pena l t y and t o see 

how they might f i t or not f i t t h i s p a r t i c u l a r example? 

A. That's e x a c t l y r i g h t , and when revi e w i n g what 

an ap p r o p r i a t e penalty should be, placed on th e Neuhaus 

w e l l , we went through numerous d i f f e r e n t c a l c u l a t i o n s . 

And the penalty t h a t I'm going t o describe 

here i n t h i s set of e x h i b i t s takes i n t h r e e d i f f e r e n t 

f a c t o r s . 

And t h i s f i r s t e x h i b i t i s the f i r s t f a c t o r . 

And as we go on through the data, w e ' l l get t o the 

other two p a r t s of the equation t h a t we f e e l would be a 

j u s t p e n a l t y f o r the w e l l . 

Q. E x h i b i t 9, then, i s a p i c t o r i a l r e p r e s e n t i n g 

t h e footage encroachment f a c t o r i n a pe n a l t y 

c a l c u l a t i o n ? 

A. Yes, i t i s . 

Q. A l l r i g h t . Let's go t o E x h i b i t 10. I d e n t i f y 

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

A. This d i s p l a y i s based o f f of our g e o l o g i c a l 

i n t e r p r e t a t i o n of what the r e s e r v o i r i s . They're based 

o f f of the map t h a t Lisa t e s t i f i e d t o . 

We c a l c u l a t e d t h a t t h e r e were 72 acres on the 
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Manzano t r a c t and 123 acres on the Marathon t r a c t . 

A simple r a t i o of t h a t says t h a t the Manzano 

w e l l should be able t o produce 58 percent of the 

Marathon allowable t o keep e q u i t y . 

That's step 2 i n the equation t h a t we use f o r 

j u s t i f y i n g an allowable on t h i s w e l l . 

Q. A l l r i g h t . E x h i b i t 11? 

A. E x h i b i t 11 i s a combination of the two 

p e n a l t i e s p r e v i o u s l y described, both the s t a n d o f f and 

the p r o d u c t i v e acres, and d i v i d e d by 2, and t h a t gets 

you t o a 46-percent penalty. 

I b e l i e v e t h a t t h a t one was used r e c e n t l y i n 

an OCD formula. We were reviewing past formulas, and 

t h i s was from Order R-9925, J u l y 22nd, 1993. 

We f e e l there's a d d i t i o n a l circumstances on 

t h i s one t h a t don't — t h a t t h i s formula needs t o be 

modif i e d a l i t t l e b i t t o take i t — t o put both w e l l s 

on a l e v e l p l a y i n g f i e l d . 

Q. What's the problem you're t r y i n g t o address? 

What i s the p o s i t i o n of the w e l l s i n r e l a t i o n t o the 

r e s e r v o i r t h a t i s the problem? 

A. Well, the problem as we see i t i s t h a t by 

Manzano going t o an i l l e g a l l o c a t i o n , they were able t o 

penetrate 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 , which 

gives them an u n f a i r advantage on t h e i r d e l i v e r a b i l i t y . 
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When we get to my next e x h i b i t , I can walk 

through how I came up with that conclusion. 

Q. Let's do that . 

A. For the formula that I described i n — 

Q. You're on Exhibit 12? 

A. I'm on Exhibit 12. 

For the formula that I showed on Marathon 

Exhibit Number 11, we fe e l that that needs t o be — the 

d e l i v e r a b i l i t y of the two wells needs t o be normalized 

so t h a t the penalty w i l l be f a i r t o Marathon. 

I f you go through Darcy's law and J equals 

p r o d u c t i v i t y of a well — and you can see the 

calc u l a t i o n there and what a l l the factors mean — i f 

— A l l things being equal between the Manzano w e l l and 

the Marathon w e l l , which means permeability, 

temperature, v i s c o s i t y , the z factor, the radius and 

such, everything i s equal except the height, was the 

assumption th a t I made. 

So therefore, i f you go down to the bottom 

part of the page, i t shows that based o f f of Darcy's 

law, the thicker portion of the reservoir has a higher 

d e l i v e r a b i l i t y than what the thinner portions do. 

Based o f f of our maps, our calculations, we 

give them 90 feet ; the Marathon well has 39 feet . 

Simply d i v i d i n g 90 by 39, the Manzano w e l l 
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has 2.3 times the d e l i v e r a b i l i t y t h a t Marathon's w e l l 

enjoys. 

Q. When t h i s e x h i b i t i s captioned 

" D e l i v e r a b i l i t y Normalization", how are you d e f i n i n g 

and using the word "Normalization"? 

A. What I'm t r y i n g t o show here i s t h a t since 

t h e i r w e l l i s i l l e g a l i n a t h i c k e r p o r t i o n of t h e 

r e s e r v o i r , they have an u n f a i r advantage over our w e l l 

i n t h a t they have over two times the net f e e t open i n 

t h e i r w e l l of what we do. 

So i n a gas r e s e r v o i r , d i r e c t l y p r o p o r t i o n a l 

as Darcy's law shows here, t h a t the more h e i g h t you 

have, the more d e l i v e r a b i l i t y you have. 

Q. Why should the penalty i n c l u d e a f a c t o r based 

upon the d e l i v e r a b i l i t y ? Why should they not enjoy the 

f a c t t h a t they've got a w e l l t h a t ' s got b e t t e r 

capacity? 

A. Well, you can make a l o t of d i f f e r e n t 

examples on t h a t , and — an example from t h e i r maps or 

our maps, e i t h e r one. 

I f you d r i l l the w e l l a t a standard l o c a t i o n , 

you don't get any r e s e r v o i r a t a l l . 

I f you d r i l l i t a few f e e t o f f of a standard 

l o c a t i o n , you could penetrate 20 f e e t and maybe get a 

lower penalty. 
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I f you d r i l l a w e l l as close as you can get 

t o us — and 660 f e e t i s what they've d r i l l e d , and 

they've penetrated the — over t w i c e as much r e s e r v o i r 

as what we d i d — then t h e i r d e l i v e r a b i l i t y i s t w i c e as 

gre a t , 2.3 times as great. 

I f they get a small p e n a l t y , o n e - t h i r d , then 

they've s t i l l beaten the system by being able t o 

encroach, get a smaller penalty and have higher 

d e l i v e r a b i l i t y . 

Q. How do you propose t o f a c t o r in? 

A. Let's move on t o E x h i b i t 13. 

Q. Okay. 

A. I've shown i t two d i f f e r e n t ways. 

The f i r s t one i s simply m u l t i p l y i n g t h a t 

f a c t o r which we described on the previous e x h i b i t , t he 

39 f e e t over the 90 f e e t , by the Manzano p r o d u c t i v e 

acreage over Marathon's productive acreage. And when 

you work through the map, when you work through the 

map, t h a t takes t h a t 58-percent p e n a l t y down t o a 25-

percent penalty. 

So i f you allow the Manzano w e l l t o produce 

a t 25 percent of i t s d e l i v e r a b i l i t y and Marathon's 

being i n a l e g a l l o c a t i o n , no penalty, then t h e y ' r e 

c l o s e r t o being a l e v e l p l a y i n g ground. 

Q. Let's t u r n now t o E x h i b i t Number 14. 
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I d e n t i f y and describe t h a t d i s p l a y . 

A. Number 14 takes i t one step f u r t h e r . Step 

13, t h e r e was no penalty i n f o r the w e l l being a — 

encroaching on Marathon's lease, so t h i s one adds t h a t 

formula t o i t . 

You can see the s t a n d o f f , 660 over 1980. You 

can see i t ' s added t o the formula of pr o d u c t i v e 

acreage, and then i t ' s m u l t i p l i e d by the d e l i v e r a b i l i t y 

c a l c u l a t i o n , the 39 over 90, and t h a t takes t h e 

allowable t o 20 percent. 

Q. Okay. When you f a c t o r i n the t h r e e 

components, the footage encroachment, the p r o d u c t i v e 

acreage i n the r e s e r v o i r and the d e l i v e r a b i l i t y of the 

o f f e n d i n g w e l l , how does t h a t come out i n terms of 

eq u i t y among the p a r t i e s as they recover t h e gas from 

t h e r e s e r v o i r ? 

A. This i s a way t o p r o t e c t e q u i t y from 

Marathon's p o i n t of view, and I've got two more 

e x h i b i t s t h a t w i l l help us understand t h a t when we t u r n 

t o them. 

Q. Okay, l e t ' s do t h a t . E x h i b i t 15. 

A. E x h i b i t 15. 

Q. Describe f o r us how t o read the d i s p l a y . 

A. A l l t h i s i s showing i s — I went through a 

se r i e s of penalty c a l c u l a t i o n s , the ones t h a t we j u s t 
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went through, and I have those on the l e f t - h a n d column, 

the 58 percent through the 20 percent. 

The center i s the d e l i v e r a b i l i t y 

n o r m a l i z a t i o n . That's simply the 90 f e e t d i v i d e d by 

the 23 f e e t . 

I f you m u l t i p l y a 58-percent p e n a l t y times 

2.3 times the d e l i v e r a b i l i t y , t h a t normalizes t he 

Manzano allowable t o what the Marathon's w e l l i s 

capable of producing. So i f they had a 58-percent 

p e n a l t y , they would be able t o produce 132 percent of 

what the Marathon w e l l could produce. 

Q. You're d i v i d i n g 90 by 39? 

A. Yes. 

Q. Okay. 

A. A 46-percent penalty, which was the two-phase 

pen a l t y — i t was the standoff and the acreage — i f 

t h a t ' s the penalty t h a t was put on Manzano, they s t i l l 

have the 2.3 times d e l i v e r a b i l i t y of what Marathon's 

w e l l does, and t h a t ' s e s s e n t i a l l y no pen a l t y a t a l l . 

I t ' s 100 percent. They're on equal p l a y i n g ground as 

f a r as d e l i v e r a b i l i t y , and t h a t ' s not f a i r t o Marathon, 

because we have more of the r e s e r v o i r on our side of 

the — on our p r o r a t i o n u n i t than they do. 

The t h i r d one shown i s 3 3 percent. That was 

j u s t a s t r a i g h t s t a n d o f f , 660 over 1980. Same math, 
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times 2.3. A c t u a l i t y , when you normalize i t t o 

Marathon's w e l l , t h a t ' s a 76-percent p e n a l t y . 

Twenty-five percent, same math, times 2.3. 

That gets i t close t o where the p e n a l t y should be. 

That's 58 percent compared t o Marathon's w e l l . 

The 20 percent t h a t takes i n t o account a l l 

t h r e e f a c t o r s t h a t we f e e l should be taken i n t o account 

— the acreage, the encroachment and the n o r m a l i z a t i o n 

t o d e l i v e r a b i l i t y — puts them a t 4 6 percent p r o d u c t i o n 

c a p a b i l i t y of Marathon's w e l l . 

Q. What i s your recommendation f o r a penalty? 

A. Twenty percent of allowable. 

Q. Let's look a t E x h i b i t 16 and have you show us 

the comparison of the penalty and how t o apply t h a t . 

You know, you've come up w i t h a percentage. 

Now, how do we make i t work against the w e l l ? 

A. Okay, the top p o r t i o n of i t , as Craig Kent 

t e s t i f i e d , we don't f e e l t h a t the c a l c u l a t e d absolute 

open f l o w should be used i n a d e l i v e r a b i l i t y formula or 

— and we f e e l more t h a t the a c t u a l d e l i v e r a b i l i t y o f 

the w e l l which we t e s t i f i e d t o as being 7.45 m i l l i o n 

f e e t a day i s what should be used. 

The f i r s t column on the l e f t - h a n d side — 

Let's look a t the f i r s t t h r e e columns: the one t h a t ' s 

l a b e l e d Calculated Absolute Open Flow, Allowable 
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Percent and Allowable MCF a day. 

I f t h e i r allowable percent was 100 percent of 

t h e i r c a l c u l a t e d absolute open f l o w , they could produce 

up t o 35 m i l l i o n cubic f e e t a day. That's p h y s i c a l l y 

impossible. 

Using the same AOF, a 4 6-percent p e n a l t y , 

they could produce 16 m i l l i o n cubic f e e t a day. And we 

showed t h a t t h a t ' s not possi b l e e i t h e r , so there's no 

penal t y t h e r e . 

T h i r t y - f i v e percent times a 33-percent 

p e n a l t y , they're a t 11.6 m i l l i o n cubic f e e t a day. No 

pen a l t y because t h e i r w e l l can't produce t h a t much. 

The 25-percent penalty against the absolute 

open f l o w gives them 8.8 m i l l i o n , no pena l t y . 

The 20 percent puts them down a t 7 m i l l i o n , 

and t h a t ' s s t i l l e s s e n t i a l l y no penalty from Marathon's 

p o i n t of view. 

I f you apply those same percentages t o the 

f o u r t h column, the d e l i v e r a b i l i t y t h a t we've t e s t i f i e d 

t o i s what the Manzano can produce based o f f o f t h e i r 

f o u r - p o i n t t e s t . 

A hundred percent, t h a t gives them 473 

percent — I'm so r r y , excuse me, the 473 percent i s 

what the l a s t column I j u s t t e s t i f i e d t o , the 35 

m i l l i o n , of what t h e i r a c t u a l d e l i v e r a b i l i t y i s . So 
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the 35 m i l l i o n , t h a t ' s 473 percent of what t h e i r w e l l 

w i l l d e l i v e r . 

Sixteen m i l l i o n cubic f e e t a day, t h a t ' s 218 

percent of what t h e i r w e l l w i l l d e l i v e r . 

Eleven m i l l i o n a day, t h a t ' s 156 percent of 

what t h e i r w e l l i s a c t u a l l y capable of d e l i v e r i n g . 

Twenty-five percent p e n a l t y , t h a t ' s 118 

percent of what t h e i r w e l l i s a c t u a l l y capable of 

producing. 

And the 7 m i l l i o n a day f i n a l l y gets them 

down t o an a c t u a l 5-percent penalty, 95 percent. 

So i f we drop on down t o the bottom p o r t i o n 

of t h a t e x h i b i t , t h a t gets us down t o the 

d e l i v e r a b i l i t y , and t h a t ' s what Marathon f e e l s t h a t the 

pe n a l t y should be l e v i e d against. 

I f they were t o d r i l l the w e l l a t a l e g a l 

l o c a t i o n , they would have no d e l i v e r a b i l i t y . 

We're not saying t h a t they don't — they 

aren't allowed t o produce the reserves underneath t h e i r 

lease; we j u s t want t o make sure t h a t our reserves 

under our p r o r a t i o n u n i t are p r o t e c t e d , and t h i s w i l l 

do i t f o r us. 

The d e l i v e r a b i l i t y i s 7.45 m i l l i o n , an 

allowable percent of 46 percent, t h a t l e t s them produce 

3.4 m i l l i o n . That's s t i l l i n excess of what we f e e l i s 
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f a i r . 

A 33-percent penalty gets down t o 2.458 

m i l l i o n . 

Twenty-five percent p e n a l t y , 1.862 m i l l i o n . 

Twenty-percent penalty, 1.49 m i l l i o n . And 

t h a t ' s what Marathon recommends as the percent of 

allowable on the Manzano w e l l . 

MR. KELLAHIN: That concludes my examination 

of Mr. Tracy. 

We would move the 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 9 through 16. 

EXAMINER CATANACH: E x h i b i t s 9 through 16 

w i l l be admitted as evidence. 

(Thereupon, a recess was taken a t 4:20 p.m.) 

(The f o l l o w i n g proceedings had a t 4:26 p.m.) 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Tracy, i n coming before t h i s D i v i s i o n and 

making recommendations as t o a pen a l t y t o be imposed on 

the Manzano w e l l , we're r e a l l y t a l k i n g about the 

p o t e n t i a l f o r one t r a c t or one w e l l t o d r a i n the other 

t r a c t and the other w e l l ; i s n ' t t h a t r i g h t ? 

A. Yes. 

Q. And i s n ' t what Marathon i s proposing, what 

you're proposing, designed t o assure, not t h a t one gets 
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an advantage over the other, but each get t h e i r share? 

A. Yes. 

Q. Do you have an opinion as t o whether or not 

the Jordan "B" Number 1 w e l l , i f t h e r e was no other 

w e l l i n the p o o l , would e v e n t u a l l y d r a i n the r e s e r v o i r ? 

A. Yes, I have an opin i o n . 

Q. And what i s t h a t ? 

A. I t would. 

Q. Would the same also be t r u e i f the Neuhaus 

alone was the only w e l l i n the pool? Would i t 

u l t i m a t e l y d r a i n the e n t i r e r e s e r v o i r ? 

A. I'm sure i t would. 

MR. STOVALL: Please speak up, Mr. Tracy. 

Q. (By Mr. Carr) As you've looked a t the 

g e o l o g i c a l maps prepared by your g e o l o g i s t , i f I 

understood your testimony, you acknowledge t h a t t h e r e 

are some reserves under the Manzano t r a c t ? 

A. Yes. 

Q. And i t i s Marathon's p o s i t i o n , i s i t not, 

t h a t Manzano should be able t o produce what i s under 

t h e i r t r a c t ? 

A. Yes. 

Q. Now, i f I look a t your penalty c a l c u l a t i o n s , 

i f we look a t E x h i b i t Number 9, t h i s i s j u s t a — t h i s 

j u s t shows the p r o x i m i t y t o the lease l i n e or the 
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d i f f e r e n c e between a standard l o c a t i o n and the e x i s t i n g 

unorthodox l o c a t i o n ? 

A. That's e x a c t l y r i g h t . 

Q. I t ' s not designed t o i n any way take i n t o 

account r e s e r v o i r q u a l i t y ? 

A. No. 

Q. And then we go t o E x h i b i t Number 10, and t h i s 

looks a t the number of acres i n the pool on the 

Marathon side of the l i n e and compares those t o those 

on the Manzano side of the l i n e ; i s t h a t c o r r e c t ? 

A. That's c o r r e c t . 

Q. And t h i s again wouldn't take i n t o account 

d i f f e r e n c e s i n the q u a l i t y of the r e s e r v o i r , would i t ? 

This i s j u s t s t r a i g h t acres? 

A. That's s t r a i g h t acres, e x a c t l y . 

Q. So i f some are on the f l a n k , t h e y ' r e weighted 

j u s t the same as those r i g h t i n the h e a r t of the 

r e s e r v o i r ? 

A. That's t r u e . 

Q. Now we go t o , then, your E x h i b i t Number 11, 

and b a s i c a l l y what we're doing here i s making a pe n a l t y 

recommendation by m u l t i p l y i n g the distance from a 

standard l o c a t i o n , the c u r r e n t l o c a t i o n of the w e l l , 

and are you m u l t i p l y i n g t h a t by the number — the 

comparison of the number of surface acres i n the pool? 
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A. No, what the e x h i b i t shows i s t h a t — the 

st a n d o f f p e n a l t y added t o the acreage p o r t i o n of the 

pe n a l t y and then d i v i d e d by two. 

Q. And t h a t ' s — 

A. What those two numbers are i s 33 percent p l u s 

58 percent, d i v i d e d by two, f o r 46 percent. 

Q. And again, using t h i s formula we've never y e t 

addressed the q u a l i t y of the r e s e r v o i r i t s e l f ? 

A. No, we have not. 

Q. Now, we get t o your E x h i b i t Number 12, and 

t h i s i s where you s t a r t addressing needing t o equalize 

t h e thickness f a c t o r ; i s t h a t f a i r t o say? The 

d i f f e r e n c e i n r e s e r v o i r thickness on e i t h e r side of the 

l i n e ? 

A. D e l i v e r a b i l i t y . 

Q. Okay, so — 

A. And d e l i v e r a b i l i t y as I've shown i t i s 

d i r e c t l y p r o p o r t i o n a l t o thickness. So i f you're more 

comfortable using thickness, t h a t ' s f i n e . 

Q. Now, based on — And y e t i n terms of 

thic k n e s s , i s i t not f a i r t o say the only t h i n g we 

a c t u a l l y know i s t h a t the thickness i n the pay s e c t i o n 

i n t he Manzano w e l l i s tw i c e or more than t w i c e the 

thick n e s s we have i n the Jordan "B" Number 1? 

A. Yes, and they got there by d r i l l i n g 
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i l l e g a l l y . 

Q. By d r i l l i n g 660 from the lease l i n e ? 

A. Correct, t w o - t h i r d s encroachment from the 

s t a t e r u l e s . 

Q. I f we look a t E x h i b i t Number 13, here i s 

where you are t r y i n g t o — I s t h i s where you f a c t o r i n 

d e l i v e r a b i l i t y ? 

A. Yes, i t i s . 

Q. And i t ' s because you say i t ' s d i r e c t l y 

r e l a t e d t o the net thickness, you can compare the 39 

f e e t t o the 90 f e e t , and t h a t ' s how you're g e t t i n g 

there? 

A. That's e x a c t l y r i g h t . And from a l l t h e data 

t h a t we have, t h a t ' s how I came up w i t h t h a t . 

Normally, or i n a l o t of other circumstances, 

when you get t o a t h i c k e r , cleaner p o r t i o n of the 

r e s e r v o i r , probably your p e r m e a b i l i t y also increases. 

So t h i s i s probably — And i f t h a t happens i n t h i s 

r e s e r v o i r , the Manzano w e l l ' s p e r m e a b i l i t y i s higher 

than the Marathon's. 

So th e r e would be two f a c t o r s t h a t r e a l l y 

g i v e them an advantage over the Marathon w e l l , both the 

perm and the h e i g h t . But we're only t a k i n g i n t o 

account the height because we don't know what t h e i r 

p e r m e a b i l i t y i s . 
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Q. And they have t h a t advantage because they've 

got a b e t t e r chunk of the r e s e r v o i r i n t h e i r wellbore? 

A. They d r i l l e d i n t o a b e t t e r chunk of t h e 

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

Q. And then we get t o your E x h i b i t Number 15, 

and t h a t ' s where you a c t u a l l y come out w i t h a 

recommended penalty of 20 percent? 

A. Yes. 

Q. I n your op i n i o n , 20 percent — they should be 

pe r m i t t e d t o produce 20 percent of t h e i r 

d e l i v e r a b i l i t y ; i s t h a t what you're recommending? 

A. That's c o r r e c t . 

Q. And yet what — And t h a t i s f o r a w e l l t h a t 

has two-times-plus the thickness of your w e l l ? 

A. Where they d r i l l e d i t i n t h e i r p r o r a t i o n 

u n i t . 

Q. And i t has 2.3 times the d e l i v e r a b i l i t y of 

your w e l l ? 

A. Yes. 

MR. CARR: Okay, thank you. 

EXAMINATION 

BY MR. STOVALL: 

Q. I've got a question, Mr. Tracy. What are we 

t r y i n g t o accomplish here again? Say t h a t one more 

time. 
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A. We're t r y i n g t o accomplish t o — What my 

o b j e c t i v e i s , i s t o p r o t e c t the amount of reserves t h a t 

are underneath Marathon's t r a c t . 

Q. Okay, and you're basing t h a t on — Let's use 

Marathon's geology, j u s t f o r the moment, and 

e s s e n t i a l l y a l l of Manzano's r e s e r v o i r i s i n the 

northeast quarter of t h e i r — 

A. Okay. 

Q. — s e c t i o n , r i g h t ? 

A. Uh-huh. 

Q. I f they had simply l a i d down t h e i r p r o r a t i o n 

u n i t , they r e a l l y wouldn't be encroaching t o t h e n o r t h , 

would they? 

A. They d i d n ' t choose t o do t h a t , though. 

Q. Well, I d i d n ' t ask you t h a t ; I j u s t asked you 

i f they l a i d i t down they wouldn't be encroaching t o 

the n o r t h . Please answer my questions, not yours. 

A. Okay, yes. 

Q. Now, they would, however, be unorthodox t o 

the east a l i t t l e b i t a t t h i s l o c a t i o n ; i s t h a t 

c o r r e c t ? 

A. That's t r u e . 

Q. By about 300 f e e t , roughly. 

I f t h a t were the case, what k i n d of 

recommendations would you make i n terms of penalty? 
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A. I ' d go through the same c a l c u l a t i o n s i f I was 

the p a r t y t o the east. 

Q. What i f you're the p a r t y t o the north? 

A. They're not i l l e g a l t o us. 

Q. Hmmm, i n t e r e s t i n g . But haven't they gained 

an advantage by moving i n t o a — According t o Ms. 

Gholston's geology, they have gained, oh, i t looks l i k e 

25, 30 f e e t of r e s e r v o i r , by moving unorthodox east? 

A. Yeah, and l e t me c l a r i f y my statement. We 

would — I don't f e e l our p o s i t i o n would be as st r o n g , 

because we've been i n those types of hearings before 

where someone diagonal from us was t r y i n g t o oppose an 

unorthodox l o c a t i o n . 

Q. Yes, you have been i n those, I can remember. 

Now, j u s t l o o k i n g a t i t from a pure p r o p e r t y 

sta n d p o i n t , w i t h o u t any r e s e r v o i r a n a l y s i s , what — one 

of the t h i n g s Manzano has done by c r e a t i n g a standup as 

opposed t o a laydown i s , they now own a hundred percent 

of the 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. I don't know what — 

Q. Based on t h e i r testimony? 

A. Sure. 

Q. And assuming, based upon t h e i r testimony, 

t h a t the northwest quarter of the s e c t i o n i s owned by 

somebody els e , they would have had t o share t h i s w e l l ; 
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i s t h a t c o r r e c t ? 

A. I imagine t h a t ' s t r u e . 

Q. So they've gained 50 percent? 

A. True. 

Q. Could t h a t be a basis f o r a penalty? Say 

penal i z e them 50 percent, make i t look as i f they 

were — because the w e l l l o c a t i o n could have been 

orthodox? I mean, you s t a r t p l a y i n g these games — 

A. Not from an engineering p o i n t of view. I 

don't look a t — 

Q. From an engineering p o i n t of view, l e t me ask 

you, i f t h a t were i n f a c t a laydown u n i t , we wouldn't 

be here r i g h t now, would we? 

A. No, we'd probably s t i l l be here i f they had 

encroached o f f t o the east. 

We would come i n and say, They s t i l l have 

gained an u n f a i r advantage by s l i d i n g t h e i r w e l l over, 

g e t t i n g i n t o 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 than 

what they could have from a l e g a l l o c a t i o n , be i t 

standup or laydown. 

Q. But i n terms of c a p t u r i n g t h e i r share of the 

r e s e r v o i r , then, what you'd say i s , they could get — 

t h e i r share of the r e s e r v o i r becomes a whole l o t more 

because they've changed the o r i e n t a t i o n of surface 

l i n e s , even though they're i n the same place i n the 
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rock; i s t h a t correct? 

A. I t h i n k — 

Q. Just l o o k i n g a t the r e s e r v o i r o n l y , and 

f o r g e t t i n g about land ownership issues a t the moment. 

A. I t h i n k whatever i s underneath the t r a c t i s 

probably t h e r e no matter where they d r i l l t he w e l l , no 

matter how you draw the box. 

MR. STOVALL: I don't have any other 

questions. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Tracy, Marathon has estimated the — Do 

you know what the recoverable reserves are a t t h i s 

p o i n t i n time i n the r e s e r v o i r ? 

A. I t h i n k we have them estimated a t about 86 

percent, which i s s l i g h t l y over 5 BCF. 

Q. Did you do any c a l c u l a t i o n s w i t h regards t o 

acreage-feet u n d e r l y i n g each of the t r a c t s ? 

A. Yes, we d i d . 

Q. Do you be l i e v e t h a t the penalty shouldn't be 

based on anything t o do w i t h acreage-feet? 

A. We wouldn't have any o p p o s i t i o n t o doing t h a t 

e i t h e r . 

Q. Do you have t h a t w i t h you? 

A. No, d i d not b r i n g i t . 
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Q. Do you remember any of those c a l c u l a t i o n s ? 

A. Sure. 

Q. Do you know how much of the 5.0 BCF t h a t ' s 

l e f t are Marathon's and how much should be a t t r i b u t e d 

t o Manzano? 

A. Well, I don't have i t i n BCFs. What I 

remember i s t h a t the acreage-foot c a l c u l a t i o n , compared 

t o the acreage c a l c u l a t i o n t h a t I'm showing, on th e 

acreage c a l c u l a t i o n I'm showing t h a t there's 58 

percent, t h a t Manzano has 58 percent compared t o 

Marathon. 

And i f you do an acreage-feet c a l c u l a t i o n , I 

t h i n k t h a t number increases i n Manzano's favor by about 

f o u r or f i v e percent, something l i k e t h a t . So they're 

i n t he low 60s. 

Q. Very s i m i l a r t o the acreage, s t r a i g h t 

acreage? 

A. S i m i l a r , yes. 

Q. Did you f o l l o w t h a t up w i t h p r o d u c t i o n 

estimates t h a t — t o show how much each company would 

recover a t the proposed rates? At the proposed 

penalized r a t e , do you know how much gas Manzano would 

recover? 

A. No, I d i d n ' t do t h a t c a l c u l a t i o n . 

What I d i d do, though, was the c a l c u l a t i o n 
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t h a t you see on E x h i b i t 16, on what the al l o w a b l e i s , 

and on E x h i b i t 15 also, where they would get 46 percent 

on t h e 2 0 percent of what Marathon could recover, from 

p o i n t f o u r . 

Q. Based on an allowable of 1.5 m i l l i o n a day, 

do you know how much the Manzano w e l l would u l t i m a t e l y 

recover? 

A. No, I don't know t h a t . 

Q. I s t h a t p o s s i b l e t o c a l c u l a t e ? 

A. Sure. 

MR. KELLAHIN: Would you l i k e us t o supply 

t h a t c a l c u l a t i o n t o you? We could do t h a t a f t e r t he 

hearing and submit i t i f you de s i r e t o know the r e s u l t 

of t he math. 

EXAMINER CATANACH: I would. 

MR. KELLAHIN: Okay. 

Q. (By Examiner Catanach) I would a l s o be 

curious t o know how much the Marathon w e l l would 

u l t i m a t e l y recover a t i t s c u r r e n t r a t e . 

A. U l t i m a t e l y recover from p o i n t zero or from 

the time t h a t they put t h e i r w e l l on? 

Q. From the time t h a t the second w e l l was 

d r i l l e d . 

A. Okay, we can supply t h a t . 

EXAMINER CATANACH: I don't t h i n k I have 
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anything else. 

MR. KELLAHIN: No questions. 

EXAMINER CATANACH: The witness may be 

excused. 

MR. KELLAHIN: That completes our 

presentation, Mr. Examiner. 

We're ready to make closing statements i f you 

l i k e . 

EXAMINER CATANACH: Okay. 

MR. KELLAHIN: Mr. Carr and I have done t h i s 

a number of years before you and other examiners, Mr. 

Catanach, and while i t ' s always an i n t e r e s t i n g debate 

t o t a l k about how you deal with the rectangles, w i t h 

the 320 gas spacing f o r the deep gas wells and whether 

you stand them up or lay them down, almost uni v e r s a l l y 

the Division recognizes that that i s the r u l e , that you 

have t o stay 1980 away from in-boundary of these 

spacing u n i t s . 

That's the system that we have, and th a t i s 

the factor that i s almost always universally applied t o 

the penalty. 

What's important to me i n t h i s case i s how we 

got here. I know i t grates on Mr. Stovall's nerves t o 

t a l k about a precedent, but I've been searching my 

memory t o f i n d an example of where an operator 
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manipulates the system t o h i s advantage. 

The evidence t o me says t h a t Manzano has used 

and manipulated the system. 

The system, as I understand i t , i s t h a t i f 

you're seeking an unorthodox gas w e l l l o c a t i o n , you 

come t o the D i v i s i o n f i r s t and before you d r i l l t he 

w e l l , a penalty i s e s t a b l i s h e d f o r t h a t l o c a t i o n . 

Manzano, f o r the Sims w e l l , permits a deeper 

o i l zone i n the Strawn, some 600 or 900 f e e t deeper. 

And y e t , when they get t o the Wolfcamp and f i n d t h a t 

i t ' s no good, they drop the Sims w e l l and they come 

over south of Marathon again w i t h another corner shot, 

a t another nonstandard, i l l e g a l l o c a t i o n . 

I s the system going t o award an operator f o r 

t h a t strategy? 

Are we now going t o share t h i s i n f o r m a t i o n 

w i t h the i n d u s t r y t o say, This i s how you do i t , so 

t h a t you g i v e the Examiner an accomplished f a c t , t h a t 

you g i v e him an expensive wellbore a t an unorthodox 

l o c a t i o n , and you dare them t o do something about i t ? 

I t h i n k Marathon's been generous w i t h the 

p e n a l t y . Quite f r a n k l y , i f i t was l e f t up t o me, I ' d 

l e t them produce t h i s w e l l t i l l they got t h e i r costs 

back, and then we'd plug i t . And I t h i n k t h a t would 

set an example f o r the i n d u s t r y and t h i s k i n d of 
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foolishness would stop. 

What have they gained? They have gained a 

pos i t i o n i n the reservoir that they could not otherwise 

achieve. They took the data they received from 

Marathon, used i t to t h e i r advantage t o get i n the 

th i c k e s t portion of the reservoir. 

And how do you balance the equities? I quite 

f r a n k l y don't know. I don't know what you do with an 

operator that comes before you and gets the approval of 

the Division d i r e c t o r for an emergency allowable and 

then b l a t a n t l y exceeds that maximum allowable. What do 

you do? 

We would ask the Division t o make i t very 

clear what that l e t t e r says. My reading of t h a t l e t t e r 

says that a f t e r today that w e l l gets shut i n . I t ' s 

overdone, and that well stops producing as of f i v e 

o'clock today. There i s no language i n t h a t l e t t e r 

t h a t allows them to produce beyond today. That's my 

reading and my understanding of that l e t t e r , and I hope 

t h a t action i s taken to accomplish the purpose of t h a t 

l e t t e r . 

There i s a substantial difference of opinion 

wi t h regards to the size, shape and p o s i t i o n of the 

reservoir. There are some key differences here. 

F i r s t of a l l , Mr. Craig Kent has done 
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hundreds of these types of c a l c u l a t i o n s , and reviews 

these t e s t s . 

And the l a t e s t f o u r - p o i n t t e s t on t h i s w e l l , 

the o f f e n d i n g w e l l , he says, i s a bust, t h a t he 

wouldn't use t h a t AOF as a benchmark i n which t o 

c a l c u l a t e a penalty i f you decide t o l e t t h i s w e l l 

produce. 

We t h i n k i t ' s only f a i r t o apply i t against 

the a c t u a l d e l i v e r a b i l i t y . 

What i s important t o know i s h i s testimony 

about how he has, as a r e s e r v o i r engineer, seen the 

connection between the Jordan "B" 1 and the Jordan "B" 

2. 

The g e o l o g i s t s f o r Manzano might want t o 

ignore t h a t , but the r e s e r v o i r i s t a l k i n g between those 

two w e l l s . There's been a pressure e f f e c t , one t o the 

othe r , and the g e o l o g i s t has t o draw those p o i n t s , 

draws the container t o honor the data, and Ms. Gholston 

has done t h a t . 

I q u i t e f r a n k l y don't know what t o suggest t o 

you f o r a penalty. I t h i n k 20 percent of the a c t u a l 

d e l i v e r a b i l i t y against the p i p e l i n e i s generous. I f i t 

was l e f t up t o me, we'd shut i t i n . 

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

Mr. Carr? 
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MR. CARR: May i t please the Examiner, Mr. 

Kellahin would love to rul e on the case, but 

unfortunately f o r him, and maybe fo r you, tha t i s your 

province, and you're the in d i v i d u a l who's got to make 

the decision. 

I've been admonished i n the past f o r t r y i n g 

t o stand before an Examiner who's a petroleum engineer, 

stand here as a lawyer, and t r y and argue the technical 

considerations i n the case, and so I'm going t o t r y and 

hold those t o a minimum. 

But I would suggest, Mr. Catanach, t h a t as 

you evaluate what i s before you, there are c e r t a i n 

questions that you're going t o have t o come to grips 

with. 

We do have, as Kellahin pointed out, very, 

very d i f f e r e n t interpretations i n the reservoir. 

Mr. Catanach, what we know, that i s n ' t 

i n t e r p r e t i v e , i s that the Manzano well has twice the 

pay, twice the d e l i v e r a b i l i t y , and i s no closer t o them 

than they are to us. 

And I think when you s t a r t t h i n k i n g about 

penalty, at that point i n time, maybe we do get t o the 

point where you are not supposed to do what lawyers do 

and hang up on where the surface lines f a l l what's 

happening i n the reservoir. Because as Mr. Tracy said, 
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what's there i n the reservoir, i t ' s going t o be 

produced no matter how you draw the box. 

And so I submit to you that i n your province 

i n t h i s whole proceeding i s t o look at t h i s from the 

engineering point of view and look at what's r e a l l y 

happening. Now, i t may be unfair t o j u s t s l o t t h a t t o 

you, but I think when you — I think that's 

unfortunately where i t lands. 

When you do, we hope you w i l l note the 

geological presentation presented by Marathon shows 41 

more feet of pay than anyone can show. The only place 

you f i n d t h a t i s on the Manzano t r a c t . 

They t a l k about a debris flow, they stretched 

the reservoir to the north and they take i t t o where 

there's r e a l l y poor reservoir q u a l i t y . 

But the only place we can t r u l y show you 

there i s outstanding reservoir q u a l i t y i s under the 

Manzano t r a c t . And I'm sorry i f Mr. Kellahin doesn't 

l i k e , but what's there, by d e f i n i t i o n and by statute, 

we r e a l l y do have a r i g h t t o produce, and that's what 

we're here asking f o r . 

And so I think i t ' s c r i t i c a l t h a t you take 

the engineering information and then you f i t i t w i t h i n 

the statutory framework, because the s t a t u t o r y 

framework t e l l s you that we have c o r r e l a t i v e r i g h t s , we 
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have an opportunity to produce what i s under our t r a c t , 

and the only hard facts are, thicker section, better 

w e l l . 

But more importantly than t h a t , when you look 

at the Statute, you f i n d that there's a — and then the 

Rules — there are provisions which t e l l you when you 

should impose a penalty. 

The Rule does not say, Thou shalt not d r i l l 

at an unorthodox location. I t recognizes when you have 

squares and rectangles that are the public land 

subdivisions and you have wells that d r i l l c i r c l e s and 

ovals, t h a t there are times when you need t o d r i l l at 

an unorthodox location. 

And Rule 104-G says, Whenever an exception i s 

granted, the Division may take such action as w i l l 

o f f s e t any advantage which the persons carrying the 

exception may obtain over other producers. And then i t 

says, By reason of the unorthodox location. 

I t ' s because you're closer. I t ' s not because 

you have better reservoir under your t r a c t . 

We're 660 from the lease l i n e , they're 660 

from the lease l i n e . We've got more than twice the 

pay, we've got more than twice the d e l i v e r a b i l i t y , and 

I submit at that point, you have to leap i n t o w i l d l y 

d i f f e r i n g i n terpretations. 
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We submit to you that we have not gained an 

advantage i n terms of looking at what we have under our 

property and what they have under t h e i r s , and we are 

e n t i t l e d i n fac t under the o i l and gas system i n New 

Mexico t o produce i t . We have a r i g h t t o produce 

exactly what i s there, and that's what we're here 

before you seeking. 

Mr. Kellahin, about four weeks ago, wrote you 

a l e t t e r . I t was i n a case between Anadarko and Enron. 

And i n that case he cit e d t o you a case tha t was, he 

said, c o n t r o l l i n g i n that s i t u a t i o n , and I'm going t o 

c i t e i t t o you now as c o n t r o l l i n g here. 

I t ' s Case 10,489, and that i s a case where 

Yates was 330 feet from a BHP well t h a t was back 660 

feet from the lease l i n e . And t h i s Division found t h a t 

e i t h e r w e l l alone could drain the reservoir, i t found 

t h a t the Yates location was i n a better s t r u c t u r a l 

p o s i t i o n than the standard location — we're c e r t a i n l y 

there — and i t said Yates needs to d r i l l o f f s e t 

drainage from BHP. 

I submit that t h i s i s the c o n t r o l l i n g 

decision. 

And I submit that when Mr. Kellahin stands 

before you and suggests that we are t r y i n g t o 

manipulate the system t o gain an advantage on someone 
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e l s e , t h a t an operator who comes i n here and says the 

person e q u i d i s t a n t from the p o l i t i c a l boundary between 

them i n a r e s e r v o i r where the other guy's got t w i c e the 

w e l l i n terms of d e l i v e r a b i l i t y , t w i c e of i t i n terms 

of pay, and t h a t guy ought t o only be able t o produce 

2 0 percent of h i s d e l i v e r a b i l i t y , I suggest t h a t r a i s e s 

a question of who stands before you t r y i n g t o 

manipulate the system. 

I t h i n k the time has come f o r you t o enter an 

order based on sound t e c h n i c a l c o n s i d e r a t i o n s , and then 

we t h i n k you should take those c o n s i d e r a t i o n s and apply 

them t o the Rule. 

And Mr. Catanach, i f you do t h a t , you w i l l 

p e rmit t h i s w e l l t o produce w i t h o u t a pe n a l t y . 

EXAMINER CATANACH: Thank you, Mr. Carr. 

(Off the record) 

EXAMINER CATANACH: Mr. Carr, d u r i n g the 

break Mr. S t o v a l l and I have conferred w i t h L a r r y Van 

Ryan, who's the Chief Engineer w i t h the OCD and who was 

inv o l v e d w i t h Mr. LeMay i n g r a n t i n g Manzano the 

temporary allowable. 

I t i s Mr. Van Ryan's i n t e r p r e t a t i o n of t h e 

l e t t e r t h a t the w e l l should be shut i n a f t e r today, 

should not produce u n t i l an order i s issued i n t h e 

case. That i s the c u r r e n t standing of the D i v i s i o n . 
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MR. CARR: And would you — I'm not saying we 

wouldn't immediately comply w i t h t h i s , but could we 

also have i t i n w r i t i n g , Mr. Catanach? 

EXAMINER CATANACH: Yes, you may. 

MR. CARR: Thank you. 

EXAMINER CATANACH: I n a d d i t i o n , under the 

terms of one of the l e t t e r s — I don't know which one 

i t was — Manzano was re q u i r e d t o submit d a i l y 

p r o d u c t i o n f i g u r e s on the w e l l a f t e r t he t e s t i n g p e r i o d 

was complete. I would expect those i n s h o r t l y . 

MR. CARR: And I — We, I t h i n k , agreed we 

w i l l supply those, and we w i l l . 

EXAMINER CATANACH: Okay. We'll get you your 

l e t t e r . 

I s t h ere anything f u r t h e r ? 

MR. KELLAHIN: Do you d e s i r e d r a f t orders i n 

t h i s case? 

EXAMINER CATANACH: Yes, I do. Thank you f o r 

b r i n g i n g t h a t up, Mr. K e l l a h i n . 

MR. KELLAHIN: My pleasure. 

MR. CARR: And when Mr. K e l l a h i n and Marathon 

submit the c a l c u l a t i o n , we assume w e ' l l have those a t 

the same time they're submitted so t h a t we can respond 

i f we have any concern. 

MR. KELLAHIN: That's always my personal 
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p r a c t i c e , Mr. Examiner, i s keep opposing counsel 

informed. 

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

There being nothing f u r t h e r i n t h i s case, 

Case 10,796 w i l l be taken under advisement. 

This hearing i s adjourned. 

(Thereupon, these proceedings were concluded 

a t 4:56 p.m.) 

* * * 
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