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NEW MEXICO OIL CONSERVATION DIVISION 

STATE LAND OFFICE BUILDING 

STATE OF NEW MEXICO 

IN THE MATTER OF: 

The A p p l i c a t i o n o f Santa Fe Energy 
O p e r a t i n g P a r t n e r s , L.P., f o r P o o l 
C o n t r a c t i o n and E x p a n s i o n , Eddy 
County, New M e x i c o . 
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I N D E X 

Appearances 

WITNESSES FOR THE APPLICANT: 

Page Number 

2 

1 . GARY GREEH 
E x a m i n a t i o n by Mr 
E x a m i n a t i o n by Mr 

GENE H. DAVIS 
E x a m i n a t i o n by Mr 
E x a m i n a t i o n by Mr 
E x a m i n a t i o n by Mr 

Bruce 
Morrow 

Bruce 
K e l l a h i n 
Morrow 

C e r t i f i c a t e o f R e p o r t e r 

E X H I B I T S 

5 
1 1 

14 , 47 
25 
35 

47 

Page Marked 
E x h i b i t No . 1 7 
E x h i b i t No . 2 1 1 
E x h i b i t No . 3 14 
E x h i b i t No . 4 1 7 
E x h i b i t No . 5 2 2 
E x h i b i t No . 6 2 2 
E x h i b i t No . 7 2 2 
E x h i b i t No . 8A 24 
E x h i b i t No . 8B 24 
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EXAMINER MORROW: I ' l l now c a l l Case 

10986, and c a l l f o r a p p e a r a n c e s . 

MR. BRUCE: Mr. Exa m i n e r , J i m Bruce 

r e p r e s e n t i n g t h e A p p l i c a n t . I have two w i t n e s s e s 

t o be sworn. And I w o u l d a l s o ask a t t h i s t i m e 

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

c a s e s , Case Nos. 10987, 10988, 10989 and 10977. 

EXAMINER MORROW: A l l r i g h t . T h a t ' s 

f i n e . We w i l l c o n s o l i d a t e t h o s e cases f o r 

p u r p o s e s o f h e a r i n g . Would y o u , Mr. B r u c e , go 

ahead and r e a d t h e d e s c r i p t i o n o f t h o s e cases f o r 

us . 

MR. BRUCE: Sure. Mr. Exa m i n e r , 10986 

i s t h e a p p l i c a t i o n o f Santa Fe Energy O p e r a t i n g 

P a r t n e r s , L.P., f o r p o o l c o n t r a c t i o n and 

e x p a n s i o n , Eddy County, New Me x i c o . 

The r e m a i n i n g f o u r c a s e s , 10987, 10988, 

10989 and 10977 a r e a l l a p p l i c a t i o n s o f Santa Fe 

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

n o n s t a n d a r d gas p r o r a t i o n u n i t s i n Eddy County. 

EXAMINER MORROW: I b e l i e v e t h e r e ' s one 

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

MR. KELLAHIN: I f t h e Examiner p l e a s e , 

I'm Tom K e l l a h i n o f t h e Santa Fe law f i r m o f 

K e l l a h i n & K e l l a h i n , a p p e a r i n g t o d a y on b e h a l f o f 

rTTMTJOTT r n i l R T R F P O R T T M R 
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Ma r a t h o n O i l Company and N e a r b u r g E x p l o r a t i o n 

Company. I have no w i t n e s s e s . 

EXAMINER MORROW: W i l l t h e w i t n e s s e s 

p l e a s e s t a n d t o be sw o r n . 

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

MR. BRUCE: C a l l Mr. Green t o t h e 

s t and. 

GARY GREEK 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. BRUCE: 

Q. Would you p l e a s e s t a t e y o u r name f o r 

t h e r e c o r d ? 

A. My name i s Gary Green. 

Q. Who do you work f o r and i n what 

capac i t y ? 

A. I'm a landman f o r Santa Fe Energy 

Company. 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h e D i v i s i o n as a landman? 

A. Yes, I have. 

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

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

A. Yes, t h e y were. 

« r i » f n n n /-* n TT T"i m n p n ^ p r n T M O 
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Q. Are you f a m i l i a r w i t h t h e l a n d m a t t e r s 

i n v o l v e d i n t h e s e f i v e cases? 

A. Yes, I am. 

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

Green as an e x p e r t p e t r o l e u m landman. 

EXAMINER MORROW: W e ' l l a c c e p t Mr. 

Green. 

Q. Mr. Green, f i r s t , Case 10986, what does 

Santa Fe seek i n t h a t case? 

A. Santa Fe seeks t o c o n t r a c t t h e I n d i a n 

B a s i n - U p p e r P e n n s y l v a n i a n Gas P o o l , by d e l e t i n g 

f r o m t h e p o o l S e c t i o n s 4 t h r o u g h 8, i n Township 

22 S o u t h , Range 24 E a s t , and S e c t i o n 1 i n 

Township 22 S o u t h , Range 23 E a s t , and a d d i n g t h a t 

a c r e a g e t o t h e Upper B a s i n o f t h e I n d i a n 

B a s i n - U p p e r P e n n s y l v a n i a n A s s o c i a t e d P o o l . 

The a c r e a g e was once p r o d u c t i v e i n t h e 

gas p o o l , however, r e c e n t c o m p l e t i o n s have been 

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

A s s o c i a t e d P o o l . 

Q. As a r e s u l t , does Santa Fe b e l i e v e t h a t 

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

by t h e p o o l r u l e s f o r t h e A s s o c i a t e d P o o l ? 

A. Yes. The t r a n s f e r o f a c r e a g e t o t h e 

A s s o c i a t e d P o o l w i l l s i m p l i f y a p p r o v a l s f o r w e l l s 

r r i M n p i r r n i i B T R I ? p n R T T N f ? 
"T 
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p l a n n e d i n t h e a r e a by Santa Fe and o t h e r 

o p e r a t o r s . 

Q. What i s E x h i b i t 1? 

A. E x h i b i t 1 i s the lan d p l a t of the a r e a 

w h i c h shows i n y e l l o w t h e s i x s e c t i o n s t h a t Santa 

Fe seeks t o add t o t h e A s s o c i a t e d P o o l , and t h e 

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

I t a l s o shows a l l t h e o f f s e t o p e r a t o r s 

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

i d e n t i f i e d on t h e p l a t . 

Q. What i n t e r e s t s does Santa Fe own i n 

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

A. Santa Fe o p e r a t e s S e c t i o n s 4 t h r o u g h 8, 

and owns a l l t h e l e a s e s e x c e p t f o r two 4 0 - a c r e 

t r a c t s w h i c h a r e owned by Y a t e s . 

Q. What a b o u t S e c t i o n s 1 and 6? 

A. Santa Fe a l s o owns a w o r k i n g i n t e r e s t 

i n S e c t i o n s 1 and 6. Those s e c t i o n s a r e o p e r a t e d 

by Y a t e s P e t r o l e u m . 

Q. How many o i l w e l l s on t h i s s u b j e c t 

a c r e a g e has Santa Fe c o m p l e t e d a t t h i s t i m e ? 

A. Santa Fe has c o m p l e t e d one i n t h e s o u t h 

h a l f o f S e c t i o n 5, one i n t h e s o u t h h a l f o f 

S e c t i o n 8. B o t h a r e o i l w e l l s . 

A l s o , we're c u r r e n t l y r e e n t e r i n g t h e 

P T T M O D O 
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w e l l i n t h e n o r t h h a l f o f S e c t i o n 8. 

Q. And Y a t e s i s a l s o a c t i v e i n t h i s a r e a , 

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

A. Yes. Y a t e s has c o m p l e t e d one w e l l i n 

S e c t i o n 6 and a l s o a w e l l down i n S e c t i o n 17. 

Q. How many a d d i t i o n a l w e l l s does Santa Fe 

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

A. Four. I n t h e r e m a i n i n g c a s e s , Santa Fe 

seeks a p p r o v a l t o d r i l l f o u r w e l l s t o t e s t t h e 

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

w h i c h i s spaced on 320 a c r e s . 

Y a t e s has p r o p o s e d two w e l l s , one i n 

S e c t i o n 1 and one i n S e c t i o n 6; however, our f o u r 

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

gas p o o l and r e q u i r e a p p r o v a l f o r n o n s t a n d a r d 

3 2 0 - a c r e u n i t s . 

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

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

p o o l , and Santa Fe r e q u e s t s a p p r o v a l o f t h e 

l o c a t i o n s . 

Q. Now, i f t h e p o o l c o n t r a c t i o n and 

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

10977, w h i c h c o n c e r n s t h e e a s t h a l f o f S e c t i o n 7, 

and 10987, w h i c h c o n c e r n s t h e s o u t h h a l f o f 

S e c t i o n 4 be d i s m i s s e d ? 

P I I M B D U P r i T T B T P P P D P T T M f 5 
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A. Yes. I f S e c t i o n s 4 and 7 a r e i n c l u d e d 

i n t h e A s s o c i a t e d P o o l , t h e s e w e l l u n i t s and 

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

Q. What a b o u t t h e r e m a i n i n g two c a s e s , 

10988 and 10989? 

A. We s t i l l need o r d e r s on t h e s e cases 

even i f t h e A s s o c i a t e d P o o l i s expanded. The 

n o r t h h a l f o f S e c t i o n 5, Case No. 10988, and t h e 

west h a l f o f S e c t i o n 7, Case 10989, a r e p a r t l y 

c o m p r i s e d o f l o t s t h a t a r e n o t s t a n d a r d 3 2 0 - a c r e 

u n i t s . 

A l s o , t h e l o c a t i o n s a r e n o n s t a n d a r d by 

b e i n g t o o c l o s e t o t h e q u a r t e r / q u a r t e r s e c t i o n . 

Q. Are a l l o f t h e p r o p o s e d w e l l s on 

f e d e r a l l a n d ? 

A. Yes. 

Q. And has t h e BLM changed any o f y o u r 

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

A. Yes, t h e y have. As a m a t t e r o f f a c t , 

y e s t e r d a y t h e BLM changed two l o c a t i o n s f o r us o r 

on us. Gase No. 10987, t h e s o u t h h a l f o f S e c t i o n 

4, t h e new l o c a t i o n i s 660 f r o m t h e s o u t h l i n e 

and 2300 f r o m t h e west l i n e . T h i s i s a s t a n d a r d 

l o c a t i o n f o r a 3 2 0 - a c r e u n i t . 

Case No. 10989, t h e west h a l f o f 
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S e c t i o n 7, t h e new l o c a t i o n i s 1600 f e e t f r o m t h e 

n o r t h l i n e and 1400 f e e t f r o m t h e west l i n e , and 

t h i s l o c a t i o n i s n o n s t a n d a r d f o r b o t h 320 and 

640 - a c r e u n i t s . 

MR. BRUCE: Mr. Examin e r , because o f 

t h a t , I b e l i e v e Case 10989 w o u l d have t o be 

r e a d v e r t i s e d , because i t i s changed t o , p r o b a b l y , 

a more u n o r t h o d o x l o c a t i o n . 

EXAMINER MORROW: Was i t a l r e a d y 

u n o r t h o d o x ? 

MR. BRUCE: I t was a l r e a d y u n o r t h o d o x . 

EXAMINER MORROW: For my e d u c a t i o n , why 

do you f e e l t h a t way? O f f s e t n o t i c e ? 

MR. BRUCE: R e a l l y , j u s t f o r t h e 

a d v e r t i s e m e n t , I t h i n k . I t h i n k we had 

o r i g i n a l l y r e q u e s t e d 1650 f e e t f r o m t h e west 

1 i n e . 

EXAMINER MORROW: And i t ' s g o i n g 1400? 

MR. BRUCE: Yes. 

EXAMINER MORROW: A l l r i g h t . Go 

ahead. 

Q. (BY MR. BRUCE) F i n a l l y , Mr. Green, was 

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

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

gas p o o l and t h e A s s o c i a t e d P o o l ? 

niiMRSF rnriRT REPORTING 
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A. Yes, t h e y were. 

Q. Was n o t i c e o f each n o n s t a n d a r d u n i t and 

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

o f f s e t s o f each s e c t i o n ? 

A. Yes. E x h i b i t 2 i s my a f f i d a v i t 

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

Q. And you r o l l e d a l l o f t h e n o t i c e 

a p p l i c a t i o n s i n t o one l e t t e r ? 

A. Yes, I d i d . 

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

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

c o n s e r v a t i o n and t h e p r e v e n t i o n o f waste? 

A. Yes. 

Q. Were E x h i b i t s 1 and 2 p r e p a r e d by you 

or under y o u r d i r e c t i o n ? 

A. Yes, t h e y were. 

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

a d m i s s i o n o f Santa Fe E x h i b i t s 1 and 2. 

EXAMINER MORROW: 1 and 2 a r e 

admi 11ed. 

EXAMINATION 

BY EXAMINER MORROW: 

Q. Are w e l l s c u r r e n t l y c o m p l e t e d i n each 

o f t h e s e c t i o n s , Mr. Green, i n t h e o i l s e c t i o n ? 

I know you went t h r o u g h t h a t , b u t I d i d n ' t — 
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A. No, s i r . Santa Fe has a w e l l c o m p l e 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 8, t h e O l d Ranch 

K n o l l No. 2. 

We have a w e l l c o m p l e 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 5, w h i c h i s t h e N a g o o l t e e Peak 

F e d e r a l No. 2. We're c u r r e n t l y r e e n t e r i n g a w e l l 

i n t h e n o r t h h a l f o f S e c t i o n 8. 

Q. S e c t i o n what? 

A. S e c t i o n 8. I n t h e o i l p o o l , t h e r e a r e 

no w e l l s i n S e c t i o n s 4 o r 7. Ther e ' s c u r r e n t l y 

one i n S e c t i o n 6 t h a t ' s o p e r a t e d by Y a t e s 

P e t r o l e u m . So, t h e r e ' s no p r o d u c t i o n f r o m t h e 

o i l p o o l i n S e c t i o n s 4 or 7 a t t h i s t i m e , o r 1. 

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

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

t ime? 

MR. BRUCE: I l o o k e d a t t h e w e l l f i l e s , 

Mr. E x a m i n e r , and t h e r e were some n o t a t i o n s on 

t h e C-104s, I t h i n k n o t a t i o n s by t h e OCD, t h a t 

t h e y were d e s i g n a t e d as o i l w e l l s i n t h e gas 

p o o l , so I b e l i e v e t h e y were a s s i g n e d t o t h e 

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

EXAMINER MORROW: Okay. 

Q. (BY EXAMINER MORROW) Now, t h e s e w e l l s 

shown on E x h i b i t 1, a r e t h e y some o f t h o s e 
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w e l I s ? 

A. No, s i r . The w e l l s shown w i t h t h e r e d 

s q u a r e s , t h o s e a r e t h e w e l l s t h a t we p r o p o s e t o 

d r i l l . They a r e shown on t h i s p l a t , b u t t h e y ' r e 

r e a l s m a l l and t h e y ' r e shown as l o c a t i o n s on t h i s 

p l a t . The Old Ranch K n o l l No. 2 i s l o c a t e d t h e r e 

i n t h e s o u t h e a s t o f t h e s o u t h w e s t q u a r t e r , and 

t h e N a g o o l t e e Peak 5 No. 2 i s 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 5. 

Q. Do you have an e x t r a copy o f y o u r n o t e s 

you were t e s t i f y i n g from? 

A. Yes, s i r , I do. 

Q. I w o u l d r e q u e s t t h a t you l e t me have a 

copy o f t h a t . 

A . Okay. 

EXAMINER MORROW: Thank y o u , s i r . 

A n y t h i n g more? 

MR. BRUCE: N o t h i n g f r o m t h i s end. 

EXAMINER MORROW: Mr. K e l l a h i n , d i d you 

have q u e s t i o n s ? 

MR. KELLAHIN: No, s i r . 

EXAMINER MORROW: Thank y o u , t h e n . 

GENE H. DAVIS 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

niMRRi? n n i i R T REPORTING 
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EXAMINATION 

BY MR. BRUCE: 

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

c i t y o f r e s i d e n c e ? 

A. My name i s Gene D a v i s . I l i v e i n 

M i d l a n d , Texas. 

Q. Who do you work f o r and i n what 

c a p a c i t y ? 

A. I'm t h e d i v i s i o n g e o l o g i c a l / g e o p h y s i c a l 

manager f o r Santa Fe Energy R e s o u r c e s . 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h e D i v i s i o n as an e x p e r t p e t r o l e u m g e o l o g i s t ? 

A. Yes, I have. 

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

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

A. Yes, t h e y were. 

Q. Are you f a m i l i a r w i t h t h e g e o l o g y 

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

A. Yes, s i r , I am. 

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

D a v i s as an e x p e r t p e t r o l e u m g e o l o g i s t . 

EXAMINER MORROW: F i n e . Mr. D a v i s i s 

a c c e p t e d as a p e t r o l e u m g e o l o g i s t . 

Q. Would you r e f e r t o Santa Fe's E x h i b i t 

3, i d e n t i f y i t f o r t h e E x a m i n e r , and d i s c u s s t h e 

CUMBRE COURT REPORTING 
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c o l o r scheme f o r t h e Examiner? 

A. C e r t a i n l y . Mr. E x a m i n e r , E x h i b i t 3 i s 

a l a n d map o f what we c a l l t h e Saginaw P r o s p e c t . 

I t i s t h e s o u t h p o r t i o n o f t h e I n d i a n B a s i n f i e l d 

a r ea . 

I ' l l j u s t go t h r o u g h t h e c o l o r scheme 

w i t h you f i r s t . B a s i c a l l y , i t d e p i c t s t h e 

a c r e a g e d e d i c a t i o n s f o r t h e S o u t h e a s t I n d i a n 

B a s i n p o o l s . The y e l l o w a c r e a g e i s a c r e a g e t h a t 

i s c u r r e n t l y d e d i c a t e d t o t h e I n d i a n B a s i n - U p p e r 

Penn Gas P o o l . The a c r e a g e t h a t i s shown i n 

oran g e i s a c r e a g e t h a t i s d e d i c a t e d t o t h e I n d i a n 

B a s i n - U p p e r Penn A s s o c i a t e d O i l and Gas P o o l . 

The a c r e a g e t h a t i s shown w i t h a g r e e n 

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

a c r e a g e t h a t was o r i g i n a l l y d e d i c a t e d t o t h e 

I n d i a n B a s i n - U p p e r Penn Gas P o o l , and t h i s i s t h e 

a c r e a g e t h a t Santa Fe i s r e q u e s t i n g t o have 

t r a n s f e r r e d t o t h e I n d i a n B a s i n - U p p e r Penn 

A s s o c i a t e d O i l and Gas P o o l . 

T hat a c r e a g e w o u l d i n c l u d e , o f c o u r s e , 

t h e s o u t h h a l f o f S e c t i o n 8 and t h e s o u t h h a l f o f 

S e c t i o n 5, w h i c h i s shown i n g r e e n on t h i s p l a t . 

T hat i s because t h a t a c r e a g e i s p r o d u c t i v e f r o m 

t h e I n d i a n B a s i n - U p p e r Penn A s s o c i a t e d Gas P o o l , 

P T I M B C T ? c n i l B T B f p n P T T H f i 
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even t h o u g h t h a t i s c u r r e n t l y a c r e a g e t h a t i s 

c l a s s i f i e d t o be i n t h e I n d i a n B a s i n Gas P o o l , 

where you have o i l w e l l s p r o d u c i n g i n t h e gas 

p o o l . 

The d i s c o v e r y w e l l f o r t h e I n d i a n B a s i n 

A s s o c i a t e d P o o l i s l o c a t e d i n t h e n o r t h h a l f o f 

S e c t i o n 17. That i s t h e w e l l t h a t has t h e s t a r 

a r o u n d i t . I t w o u l d be t h e f a r t h e s t s o u t h b l o c k 

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

t h e Y a t e s P e t r o l e u m Company H i c k o r y ALV Fed No. 1 

w e l l , w h i c h was a r e e n t r y o f an o l d Pan A m e r i c a n 

w e l l t h a t was p l u g g e d and abandoned i n 1965 and 

t h e n r e c o m p l e t e d by Y a t e s i n December o f 92 as a 

Morrow w e l l , and a d d i t i o n a l l y c o m p l e t e d as a d u a l 

c o m p l e t i o n f r o m t h e Canyon f o r m a t i o n i n June o f 

93 . 

Q. What a r e t h e r e d s q u a r e s , Mr. D a v i s ? 

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

t h a t S a n t a Fe Energy i s r e q u e s t i n g t o have 

a p p r o v e d i n t h e h e a r i n g . There a r e two i n 

S e c t i o n 7, one i n S e c t i o n 4, and one i n t h e n o r t h 

h a l f o f S e c t i o n 5. 

The a d d i t i o n a l r e d s q u a r e t h a t i s shown 

i n t h e n o r t h h a l f o f S e c t i o n 8 i s a w e l l we a r e 

c u r r e n t l y r e e n t e r i n g . I t i s an o l d Amoco and/o r 

rrtMRRF P.niTRT REPORTING 
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T r i g g w e l l . We c a l l i t t h e O l d Ranch K n o l l 8 No. 

1. I t i s a w e l l t h a t had been p r o d u c t i v e f r o m 

t h e I n d i a n B a s i n Gas P o o l . I t was p l u g g e d and 

abandoned i n 1982, and we're r e e n t e r i n g t h a t 

w e l l , t r y i n g t o make a c o m p l e t i o n i n t h e l o w e r 

p o o l o f t h e I n d i a n B a s i n A s s o c i a t e d P o o l . 

What y o u ' l l n o t i c e , i n a l l o f t h e w e l l 

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

i n t e r e s t e d i n h e r e , we have shown t h e name o f t h e 

w e l l , a l s o t h e o p e r a t o r s , and I ' v e shown t h e 

d a t e s t h e w e l l s were p l u g g e d and abandoned and 

r e c o m p l e t e d o r c o m p l e t e d , w h a t e v e r t h e case may 

be . 

Q. Why d o n ' t you move on t o y o u r E x h i b i t 4 

and i d e n t i f y t h a t f o r t h e Examiner and d i s c u s s 

i t s c o n t e n t s . 

A. E x h i b i t 4 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 

a c r o s s t h e a r e a . The l i n e o f t h a t c r o s s - s e c t i o n 

i s shown on a l l o f t h e maps t h a t I ' l l t a l k a b o u t 

h e r e i n t h e h e a r i n g . You can see t h a t 

c r o s s - s e c t i o n i s shown on E x h i b i t 3 r a t h e r w e l l . 

I t snakes a c r o s s t h e a c r e a g e f r o m n o r t h t o s o u t h 

and i s l a b e l e d A t o A', HRG. I t ' s a l o n g 

c r o s s - s e c t i o n ; I a p o l o g i z e . 

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 , 

/ - I /—\ T T Y-l I • p p m T > T p 
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b a s i c a l l y r u n n i n g f r o m s o u t h t o n o r t h , s o u t h 

b e i n g on t h e l e f t - h a n d s i d e o f t h e c r o s s - s e c t i o n . 

I t i s hung on a subsea datum o f minus 3700 f e e t . 

On t h e l e f t , on t h e s o u t h , i s t h e 

d i s c o v e r y w e l l , w h i c h i s t h e Y a t e s H i c k o r y ALV 

w e l l , t h e No. 1 w e l l . A l o n g t h e t o p o f t h e 

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

w e l l s t h a t a r e i n t h e c r o s s - s e c t i o n . 

Y o u ' l l see t h a t t h e r e a r e f i v e w e l l s 

t h a t have r e d s q u a r e s w i t h a c i r c l e on t o p o f 

them. Those a r e t h e w e l J s - - f o u r o f them a r e 

w e l l s t h a t Santa Fe Energy i s p r o p o s i n g t o d r i l l 

a l o n g t h e s u b j e c t a c r e a g e . The f i f t h one, w h i c h 

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

c r o s s - s e c t i o n , i s a w e l l t h a t Y a t e s P e t r o l e u m 

p l a n s t o d r i l l i n S e c t i o n 1, t h e Z i n g a r o ANG Fed 

No . 1 . 

There a r e a number o f l i n e s on t h e 

c r o s s - s e c t i o n , j u s t t o o r i e n t y o u . T h e r e ' s a 

datum o f minus 3700 f e e t . The v e r y t o p l i n e i s 

t h e l i n e t h a t d e l i n e a t e s t h e t o p o f t h e C i s c o 

Canyon d o l o m i t e . The b a s a l l i n e , o r t h e base o f 

t h e C i s c o Canyon d o l o m i t e , a g a i n i s a n o t h e r 

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

c r o s s - s e c t i o n . And t h e n t h e r e a r e two s t r u c t u r a l 

CUMBRE COURT REPORTING 
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l i n e s shown t h a t a r e v e r y h o r i z o n t a l l i n e s , minus 

3754 and 4757. 

Minus 3754 i s what I i n t e r p r e t t o be 

t h e t o p o f t h e I n d i a n B a s i n - U p p e r Penn A s s o c i a t e d 

P o o l , t h e t o p o f t h e i n t e r v a l t h a t w o u l d be 

p r o d u c t i v e o f o i l and gas and w a t e r . Above t h a t 

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

c o l o r e d r e d . That i s t h e I n d i a n B a s i n - U p p e r Penn 

Gas P o o l . W i t h i n t h a t zone, w e l l s c o m p l e t e d 

t h e r e p r o d u c e gas and w a t e r and a c o n d e n s a t e , 

w i t h a d e g r e e o f g r a v i t y o f 59 t o 62 d e g r e e s . 

The g r e e n p o o l , t h e I n d i a n B a s i n - U p p e r 

Penn A s s o c i a t e d P o o l , i t p r o d u c e s gas and o i l and 

w a t e r as w e l l , t h e o i l h a v i n g a 42 - d e g r e e 

g r a v i t y . 

Q. How many w e l l s a r e c u r r e n t l y c o m p l e t e d 

i n t h e A s s o c i a t e d Pool? 

A. C u r r e n t l y , t h e r e a r e f i v e w e l l s t h a t 

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

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

p o o l . I n t h e a r e a where we a r e l o c a t e d , t h e r e 

a r e f o u r : The H i c k o r y ALV, o p e r a t e d by Y a t e s ; 

t h e N a g o o l t e e Peak 5 No. 1, o p e r a t e d by Santa Fe; 

t h e Old Ranch K n o l l 8 No. 2, o p e r a t e d by Santa 

Fe; and t h e Y a t e s B r a n n i g a n ANF Fed No. 1 w e l l , 

If 
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o p e r a t e d by Y a t e s a g a i n . T h a t ' s i n S e c t i o n 6. 

I want t o c a l l y o u r a t t e n t i o n t o t h e 

B r a n n i g a n w e l l , t h e w e l l l o c a t e d , t h e second w e l l 

on t h e r i g h t - h a n d s i d e o f t h e c r o s s - s e c t i o n . 

I t ' s a Y a t e s w e l l . Y a t e s r e e n t e r e d an o l d 

Amo c o / T r i g g w e l l , t h e F e d e r a l I B 1-6 w e l l and 

renamed i t t h e B r a n n i g a n ANF Fed No. 1. 

On t h a t w e l l , I ' v e shown you t h a t t h a t 

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

i n d i c a t e d by t h e b l a c k m a r k i n g s down t h e c e n t e r 

o f t h e l o g . 

EXAMINER MORROW: Which w e l l i s t h a t ? 

THE WITNESS: T h a t ' s t h e Y a t e s 

B r a n n i g a n ANF Fed No. 1, on t h e r i g h t - h a n d s i d e 

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

A. Y o u ' l l n o t i c e i t ' s p r o d u c i n g f r o m p e r f s 

a l l t h e way down i n t h e upper p o o l , t h e gas p o o l , 

t h e r e d a r e a , and a l s o down i n t o t h e g r e e n p o o l , 

t h e I n d i a n B a s i n - U p p e r Penn A s s o c i a t e d P o o l . 

T h i s w e l l was o r i g i n a l l y c o m p l e t e d as a gas w e l l 

f r o m p e r f o r a t i o n s a t 7430 down t h r o u g h 7554, and 

made a v e r y good gas p r o d u c e r , b u t was p l u g g e d 

and abandoned because o f w a t e r p r o d u c t i o n i n 

December o f 86. 

I t was t h e n r e e n t e r e d and r e c o m p l e t e d 
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by Y a t e s i n O c t o b e r o f 93, f r o m p e r f o r a t i o n s 

r a n g i n g f r o m 7430 a l l t h e way down t o 7896. I t 

p o t e n t i a l e d , p r o d u c i n g 10 b a r r e l s o f o i l , 1.7 

m i l l i o n c u b i c f o o t o f gas, and 4633 b a r r e l s o f 

w a t e r p e r day. The g r a v i t y o f t h e c r u d e was 

e s t i m a t e d a t 42 and n o t 59, w h i c h r e f l e c t s t h e 

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

Penn A s s o c i a t e d O i l and Gas P o o l . 

Q. You m e n t i o n e d s i x w e l l s i n t h i s a r e a 

had been c o m p l e t e d i n t h e I n d i a n B a s i n - U p p e r Penn 

gas p o o l . These a r e r e f l e c t e d on t h i s 

c r o s s - s e c t i o n , a r e t h e y n o t ? 

A. They a r e . T h e y ' r e a l l shown h a v i n g gas 

symbols w i t h a s l a s h t h r o u g h them. 

Q. Were t h e y a l l p l u g g e d and abandoned? 

A. Yes, t h e y ' v e a l l been p l u g g e d and 

abandoned a t t h i s p o i n t , e x c e p t f o r t h e B r a n n i g a n 

w e l l , w h i c h has been r e e n t e r e d . 

Q. When were t h e y p l u g g e d ? 

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

f r o m t h e I n d i a n B a s i n Gas P o o l were a l l p l u g g e d 

i n t h e e a r l y t o m i d d l e 80s. They were p l u g g e d 

because t h e y were p r o d u c i n g a l a r g e volume o f 

w a t e r , w h i c h was making t h e w e l l s u n e c o n o m i c a l t o 

o p e r a t e . So a l l o f t h e o p e r a t o r s p l u g g e d t h o s e 
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we l i s . 

Q. Mr. D a v i s , l e t ' s move on t o y o u r 

E x h i b i t s 5, 6 and 7. Why d o n ' t you i n t r o d u c e 

t h e s e e x h i b i t s and go o v e r them b r i e f l y . 

A. Okay. E x h i b i t No. 5 i s a s t r u c t u r e map 

on t o p o f t h e C i s c o Canyon d o l o m i t e . E x h i b i t No. 

6 i s an i s o p a c h map o f t h e C i s c o Canyon d o l o m i t e 

i n t e r v a l i t s e l f . T h a t w o u l d be t h e e n t i r e 

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

I n d i a n B a s i n Gas P o o l and t h e I n d i a n B a s i n 

A s s o c i a t e d O i l and Gas P o o l . 

And t h e l a s t e x h i b i t , E x h i b i t No. 7, i s 

t h e g r o s s d o l o m i t e i s o p a c h o f j u s t t h e Upper Penn 

A s s o c i a t e d r e s e r v o i r , t h e a c t u a l p o o l t h a t we're 

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

A l l o f t h e s e maps have t h e same b a s i c 

l e g e n d a c r o s s t h e b o t t o m . The r e d s q u a r e s , 

a g a i n , a r e t h e p r o p o s e d l o c a t i o n s . The s t i p p l e d 

a c r e a g e i s a c r e a g e Santa Fe has an i n t e r e s t i n , 

and t h e r e a r e a number o f symbols t o i n d i c a t e 

w h e t h e r t h e y a r e C i s c o Canyon gas p r o d u c e r s t h a t 

were i n t h e I n d i a n B a s i n gas f i e l d . Those a r e 

shown by t h e s i x p o i n t s t a r . 

The C i s c o Canyon o i l p r o d u c e r s a r e 

shown as a g r e e n t r i a n g l e . 

I 
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Going back t o the map, E x h i b i t No. 5, 

the s t r u c t u r e map, you can see t h a t across the 

acreage we are b a s i c a l l y t r e n d i n g u p d i p , going 

from south t o n o r t h , r a n g i n g from about minus 

4050 f e e t up t o a h i g h of minus 3500 or 3450 f e e t 

or so . 

The isopach map of the Cisco Canyon 

d o l o m i t e , E x h i b i t No. 6, shows t h a t you have a 

marked t h i c k e n i n g of the r e s e r v o i r i n t e r v a l from 

south t o n o r t h as w e l l , across the acreage 

p o s i t i o n , r a n g i n g from zero on the south up t o 

g r e a t e r than 700 f e e t i n t h i c k n e s s . 

The l a s t map, the gross d o l o m i t e 

isopach of the Upper Penn A s s o c i a t e d R e s e r v o i r , 

t h i s shows r a t h e r w e l l t h a t the t h i c k n e s s of t h i s 

p a r t i c u l a r o i l and gas p o o l ranges from z e r o , 

along the south end of the acreage p o s i t i o n , or 

the acreage we wish t o have t r a n s f e r r e d , t o 

g r e a t e r than 300 f e e t up on the n o r t h end. 

By u s i n g t h i s p a r t i c u l a r map i n 

c o n j u n c t i o n w i t h the c r o s s - s e c t i o n , A t o A', you 

can see t h a t the Upper Penn A s s o c i a t e d Pool 

extends a l l the way underneath the acreage t h a t 

we i n t e n d t o d r i l l on, and t h i s i s one of the 

reasons we would l i k e t o have the acreage 
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t r a n s f e r r e d t o t h a t p o o l , because we do see t h e 

p r e s e n c e o f t h a t p o o l u n d e r n e a t h t h a t a c r e a g e . 

Q. Do you b e l i e v e i t ' s e a s i e r t o e x p l o i t 

t h e o i l p o o l by u s i n g t h e A s s o c i a t e d P o o l r u l e s ? 

A. Yes, I do. I t a l l o w s f o r t h e u n i f o r m 

d e v e l o p m e n t o f t h e f i e l d i t s e l f , and g i v e s us t h e 

f l e x i b i l i t y o f u s i n g t h o s e r u l e s f o r t h a t 

p r o c e s s . 

Q. What a r e E x h i b i t s 8A and 8B? 

A. 8A and 8B, t h e s e a r e t h e c o m p l e t i o n 

r e p o r t s on t h e two w e l l s t h a t Santa Fe o p e r a t e s 

i n t h e s u b j e c t a c r e a g e . The f i r s t , N a g o o l t e e 

Peak 5 F e d e r a l No. 1, and 8B i s t h e O l d Ranch 

K n o l l Fed Com No. 2. You can l o o k a t t h e 

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

t h e y ' r e c l e a r l y o i l w e l l s . The N a g o o l t e e Peak 

t e s t i n g f o r 531 b a r r e l s o f o i l p e r day, w h i l e t h e 

Old Ranch K n o l l t e s t e d f o r 401 b a r r e l s o f o i l p e r 

day . 

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

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

c o n s e r v a t i o n , t h e p r e v e n t i o n o f w a s t e , and t h e 

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

A. Yes, i t i s . 

Q. Were E x h i b i t s 3 t h r o u g h 8 p r e p a r e d by 

r i l M R R K C O U R T R E P O R T I N G 
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you o r und e r y o u r d i r e c t i o n ? 

A. Yes, t h e y were. 

MR. BRUCE: I move t h e a d m i s s i o n o f 

Santa Fe E x h i b i t s 3 t h r o u g h 8. 

EXAMINER MORROW: 3 t h r o u g h 8 a r e 

a d m i t t e d . Go ahead, s i r . 

MR. KELLAHIN: I f you p l e a s e , Mr. 

Examiner. 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. D a v i s , l e t me ask you some p o i n t s 

o f c l a r i f i c a t i o n , i f I may. 

A. C e r t a i n l y . 

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

B a s i n - U p p e r Penn Gas P o o l r u l e ? 

A. I t h i n k so. 

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

B a s i n A s s o c i a t e d P o o l r u l e s f o r t h a t Upper Penn 

p o o l ? 

A. I t h i n k so, y e s . 

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

have a s e t b a c k o f 1650 f r o m t h e s i d e b o u n d a r i e s 

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

A. To t h e b e s t o f my r e c o l l e c t i o n , t h a t ' s 

c o r r e c t . 

TT 
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Q. The A s s o c i a t e d P o o l , you can be as 

c l o s e as 790 t o t h e o u t e r b o u n d a r y o f t h e s p a c i n g 

u n i t ? 

A. I w o u l d have t o check. 

Q. S u b j e c t t o che c k , do you see any 

r e a s o n , as we have t h e Gas P o o l c o n t i g u o u s w i t h 

t h e A s s o c i a t e d P o o l , t o have any s p e c i a l r u l e s 

a l o n g t h e b u f f e r o r t h e b o u n d a r y where t h e two 

p o o l s come t o g e t h e r ? 

A. I d o n ' t r e a l l y see any r e a s o n t o do 

t h a t . 

Q. You d o n ' t see a p r o b l e m w i t h h a v i n g t h e 

o i l w e l l s , i f you w i l l , t h e A s s o c i a t e d P o o l 

w e l l s , b e i n g 790 f r o m a gas p o o l , where t h e gas 

w e l l s have t o be 1650 f r o m t h a t common bo u n d a r y ? 

A. S p e a k i n g as a g e o l o g i s t , I d o n ' t t h i n k 

so, based on t h e f a c t t h a t t h e p o o l s a r e so 

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

g e n e r a l l y i n t h e p o o l s , t h e y ' r e so d i f f e r e n t , and 

one i s much deeper t h a n t h e o t h e r . 

Q. Have you had d i s c u s s i o n w i t h o t h e r 

o p e r a t o r s o f a c r e a g e and w e l l s i n t h i s a r ea? 

A. I ' v e had some d i s c u s s i o n s w i t h Y a t e s 

and a c o u p l e o f c o n v e r s a t i o n s w i t h M a r a t h o n . 

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

HTTMRRE C O U R T R E P O R T I N G 
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anybody? 

A. I t ' s n e v e r come up a t a l l . 

Q. What do you do a b o u t t h e c u r r e n t o i l 

w e l l s i n t h e gas p o o l , i n t e r m s o f t h e i r 

p r o d u c i n g o i l a l l o w a b l e ? Do you know? 

A. I b e l i e v e t h e r e ' s an a l l o w a b l e s e t 

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

t h e gas p o o l , I d o n ' t know t h a t t h e r e ' s any 

s u b j e c t on t h e a l l o w a b l e a t a l l . 

Q. You d o n ' t know w h e t h e r t h e y ' r e a p p l y i n g 

a d e p t h b r a c k e t o i l a l l o w a b l e ? 

A. I w o u l d i m a g i n e t h a t ' s what t h e y ' r e 

d o i n g . I'm n o t s u r e . 

Q. You d o n ' t know what a c r e a g e t h e y ' r e 

a p p l y i n g t o t h a t c a l c u l a t i o n ? 

A. No, I do n o t . 

Q. Do you know w h e t h e r any o f t h e o i l 

w e l l s a r e c u r t a i l e d o r l i m i t e d by an a l l o w a b l e ? 

A. Not t h a t I'm aware o f . The two w e l l s 

t h a t Santa Fe o p e r a t e s c u r r e n t l y , we've j u s t p u t 

one on p r o d u c t i o n , t h e 8-1. The 5-1 i s n o t t i e d 

i n t o a p i p e l i n e y e t . 

Q. Do you know what t h e a l l o w a b l e w o u l d be 

f o r t h o s e w e l l s i n t h e A s s o c i a t e d P o o l ? 

A. The a l l o w a b l e f o r t h o s e w e l l s i n t h e 

T 
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A s s o c i a t e d P o o l , I b e l i e v e , i s 920 b a r r e l s o f o i l 

per day. 

Q. And, under t h e a s s o c i a t e d r u l e s , you 

c o u l d have two o i l w e l l s i n a 320? 

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

Q. Each w e l l l o c a t e d i n a d i f f e r e n t 160? 

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

Q. So t h a t ' s a l i t t l e d i f f e r e n t t h a n what 

we have f o r t h e S o u t h Dagger Draw? 

A. I t i s a l i t t l e d i f f e r e n t t h a n what i s 

i n t h e S o u t h Dagger Draw. The Sou t h Dagger Draw, 

y o u ' r e a l l o w e d t o d r i l l as many w e l l s as you want 

as l o n g as you s t a y under t h e a l l o w a b l e f o r t h a t 

3 2 0 - a c r e p r o r a t i o n u n i t , so t h e r u l e s a r e 

s l i g h t l y d i f f e r e n t , y e s . 

Q. You commented t o Mr. Bruce t h a t t h e r e 

was a f l e x i b i l i t y , an a d v a n t a g e , t o h a v i n g t h e s e 

w e l l s i n t h e A s s o c i a t e d P o o l as opposed t o t h e 

Gas P o o l ? 

A. B e i n g i n t h e A s s o c i a t e d P o o l , you w o u l d 

o b v i o u s l y be a b l e t o d r i l l more w e l l s i n t h a t 

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

wo u l d have t h e o p p o r t u n i t y o f d r i l l i n g , 

b a s i c a l l y , f o u r w e l l s . You w o u l d have two w e l l s 

each on a 3 2 0 - a c r e p r o r a t i o n u n i t . You w o u l d 
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have more w e l l s i n t o t h e A s s o c i a t e d P o o l , t h a t ' s 

c o r r e c t . 

Q. T h a t ' s t h e b a s i s f o r h a v i n g you make 

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

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

t h a n t h e Gas P o o l r u l e s ? 

A. These w e l l s a r e o i l w e l l s , n o t gas 

w e l l s , so I b e l i e v e t h e y s h o u l d have o i l p o o l 

r u l e s a p p l i e d t o them. 

Q. You can have o i l w e l l s i n a gas p o o l ? 

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

Q. When we l o o k a t t h e a c r e a g e i n S e c t i o n 

4 o f 22/23, t h a t i s one o f t h e p r o p o s e d s e c t i o n s ? 

A. S e c t i o n 4, 22/24. 

Q. Yes. I t ' s t h e w e s t e r n m o s t S e c t i o n 1? 

A. Yes. 

Q. That s e c t i o n does n o t have an o i l w e l l 

i n i t y e t ? 

A. No, i t does n o t . 

Q. What i s y o u r argument o r b a s i s t o have 

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

t h e A s s o c i a t e d P o o l ? 

A. Based on t h e g e o l o g y shown on t h e g r o s s 

d o l o m i t e i s o p a c h f o r t h e Upper Penn A s s o c i a t e d 

R e s e r v o i r . 
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Q. E x h i b i t 7? 

A. E x h i b i t 7, y e s , s i r . You use t h a t i n 

c o n j u n c t i o n w i t h E x h i b i t No. 4, w h i c h i s t h e 

c r o s s - s e c t i o n t h a t goes a c r o s s t h e r e . Y o u ' l l see 

t h a t , based on my wor k , t h e r e i s between 200 and 

300 f o o t o f r e s e r v o i r t h a t w o u l d be w i t h i n t h e 

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

t h a t a c r e a g e . I t ' s my o p i n i o n t h a t a w e l l 

d r i l l e d i n S e c t i o n 4 w o u l d e n c o u n t e r t h a t p o o l , 

t h e A s s o c i a t e d P o o l , and you c o u l d p r o d u c e o i l 

f r o m t h a t p o o l u n d e r n e a t h t h a t a c r e a g e . 

Q. Okay. I f y o u ' r e wrong and i t ' s a gas 

w e l l , what do you do? 

A. I guess, i f you were t o d r i l l t h e f i r s t 

w e l l i n t h e r e and you were wrong, and you ended 

up c o m p l e t i n g a gas w e l l , you w o u l d have t o come 

back t o t h e Commission and ask t o g e t t h e r u l e s 

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

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

o b v i o u s l y n o t be a b l e t o go i n and d r i l l an 

a d d i t i o n a l s e t o f w e l l s , more w e l l s i n t h e r e as 

o i l we l i s . 

Q. I n t h e A s s o c i a t e d P o o l , i n t h i s 

p a r t i c u l a r p o o l , a r e you s u b j e c t t o t h e 

p r e c l u s i o n whereby you c a n n o t s i m u l t a n e o u s l y 
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d e d i c a t e t h e same a c r e a g e t o a gas w e l l as w e l l 

an o i l w e l l ? Do you have t h a t i n t h i s p o o l ? 

A. Ask y o u r q u e s t i o n a g a i n , p l e a s e . 

Q. Sure. Under t h e g e n e r a l A s s o c i a t e d 

P o o l r u l e s , u n l e s s t h e y ' v e been s p e c i f i c a l l y 

amended, you a r e p r e c l u d e d f r o m h a v i n g t h e same 

a c r e a g e d e d i c a t e d t o a gas w e l l and an o i l w e l l 

i n t h e same r e s e r v o i r . So, f o r example, i n t h e 

n o r t h h a l f o f S e c t i o n 1, i f you d r i l l a gas w e l l , 

y o u ' r e s t u c k , u n l e s s you s h u t t h a t gas w e l l i n 

and d r i l l an o i l w e l l ? You c a n ' t p r o d u c e gas i n 

an o i l w e l l i n t h e n o r t h h a l f o f S e c t i o n 1. Are 

you w i t h me? 

A. Based on t h e a s s o c i a t e d r u l e s ? 

Q. Yes, s i r . 

A. That w o u l d be c o r r e c t . You w o u l d have 

t o p u t i t back i n t h e I n d i a n B a s i n Gas P o o l . 

Q. Or do s o m e t h i n g e l s e . You're aware o f 

t h a t p o t e n t i a l i s s u e ? 

A. Yes, I am. 

Q. A l l r i g h t . Based upon y o u r g e o l o g i c 

i n t e r p r e t a t i o n f o r t h e i n c l u s i o n o f S e c t i o n 1, 

how do you draw a d i s t i n c t i o n between S e c t i o n 1 

and S e c t i o n 12 t o t h e s o u t h ? 

A. I t w o u l d be my o p i n i o n t h a t , a t some 

n r i M U D i j n n i t p T D i p f i p i f T V P 
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p o i n t , S e c t i o n 12 w o u l d p r o b a b l y a l s o - - w e l l s t h a t 

were c o m p l e t e d i n S e c t i o n 12, f r o m t h a t l o w e r 

i n t e r v a l , f r o m t h e I n d i a n B a s i n A s s o c i a t e d P o o l , 

t h a t a c r e a g e w o u l d have t o be p u t i n t o t h a t p o o l 

as w e l l , because I b e l i e v e t h a t r e s e r v o i r i s 

u n d e r n e a t h t h a t a c r e a g e . 

Q. What we have h e r e i s , as t h e gas cap i s 

d e p l e t e d and s h r u n k , you have t h e o p p o r t u n i t y t o 

r e p l a c e t h e gas p r o d u c t i o n w i t h p r o d u c t i o n o u t o f 

t h e o i l column? Am I v i s u a l i z i n g t h i s c o r r e c t l y ? 

A. The way I e n v i s i o n i t , Mr. K e l l a h i n , i s 

t h a t t h e r e i s - - a c t u a 1 1 y , an o i l r e s e r v o i r has 

been s i t t i n g u n d e r n e a t h t h e gas p o o l f o r many 

y e a r s , i t j u s t has n e v e r been t a p p e d i n t h i s 

p a r t i c u l a r a r e a . 

There were a number o f w e l l s t h a t 

showed o i l and gas shows f r o m t h i s p a r t i c u l a r 

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

a t t e m p t e d c o m p l e t i o n a t t e m p t s f r o m them. O n l y 

s i n e Y a t e s c o m p l e t e d t h e H i c k o r y w e l l and t h e 

r e e n t r y o f t h e Pan Am w e l l , have we begun t o 

u n d e r s t a n d t h a t t h i s r e s e r v o i r a c t u a l l y e x i s t s 

u n d e r n e a t h t h i s p o r t i o n o f t h e p o o l , and t h a t ' s 

why we're now g o i n g back i n t o t h i s a r e a and we're 

a b l e t o d r i l l t h e w e l l s o r r e e n t e r w e l l s and 
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c o m p l e t e them f r o m t h i s l o w e r i n t e r v a l . 

Q. I s i t y o u r g e o l o g i c c o n c l u s i o n t h a t t h e 

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

A. I d o n ' t know t h a t . 

Q. From t h e g e o l o g y , can you show a 

s e p a r a t i o n ? 

A. No, I c a n n o t . 

Q. There were two o t h e r s e c t i o n s t h a t 

d o n ' t y e t have o i l w e l l s i n them, S e c t i o n 4 — 

A. --and S e c t i o n 7. 

Q. Yes, s i r . L e t ' s l o o k a t S e c t i o n 4 

f i r s t . Give me y o u r summary o f why you p r o p o s e 

t o p u t S e c t i o n 4 i n t o t h e o i l p o o l . 

A. As I s a i d b e f o r e , S e c t i o n 4, as I l o o k 

a t t h e g e o l o g y , based on my mapping o f t h e Upper 

Penn A s s o c i a t e d r e s e r v o i r , t h a t d o l o m i t e 

i n t e r v a l , i n c o n j u n c t i o n w i t h t h e c r o s s - s e c t i o n 

t h a t I f u r n i s h e d , i t ' s my o p i n i o n t h a t t h e r e i s 

b e t w e e n - - r a n g i n g f r o m 100 t o 300 f o o t o f s e c t i o n 

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

b o u n d a r i e s o f what I i n t e r p r e t t o be t h e Upper 

Penn A s s o c i a t e d O i l and Gas P o o l , and I b e l i e v e 

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

s e c t i o n . 

Q. And t h a t same c o n c l u s i o n s u p p o r t s y o u r 
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r e g u e s t t o add S e c t i o n 7? 

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

Q. Does t h i s map i l l u s t r a t e t h e l i m i t s o f 

t h e A s s o c i a t e d o r t h e O i l P o o l , as you move t o 

t h e west? 

A. As you move t o t h e west? 

Q . Yes, s i r . 

A. I t maps--I t h i n k what t h e p o o l ' s 

d e f i n i t i o n i s , you go t o t h e west edge o f t h i s 

map. I t may go f a r t h e r t o t h e w e s t , b u t I d o n ' t 

have i t shown on t h i s . 

Q. T h e r e ' s no r e a s o n t o b e l i e v e t h a t t h e 

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

t h i s d i s p l a y ? 

A. Not i n my o p i n i o n , no. I t i s c e r t a i n l y 

t h i n n i n g i n p o r t i o n s o f i t . 

Q. Do you have an o p i n i o n as t o where t h e 

w a t e r column i s ? I s t h e r e a l o c a t i o n o f a 

w a t e r / o i l c o n t a c t o r a w a t e r / g a s c o n t a c t i n t h e 

r e s e r v o i r ? 

A. I ' v e a r b i t r a r i l y used a minus 4057 f o r 

t h e base o f t h e Upper Penn A s s o c i a t e d O i l and Gas 

P o o l . That i s j u s t - - I ' m u s i n g t h a t based on 

w e l l s t e s t e d i n t h e a r e a . I t seems t h a t when you 

g e t below a subsea o f minus 4057, as you t e s t t h e 
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i n t e r v a l , t h e C i s c o Canyon d o l o m i t e b e n e a t h t h a t 

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

m o s t l y o f w a t e r , w i t h a l i t t l e b i t o r t r a c e o f 

o i l . 

T h e r e a r e a c o u p l e o f w e l l s t h a t have 

been t e s t e d t h a t way: The H i c k o r y w e l l , our 8 

No. 2 w e l l and a few w e l l s t o t h e e a s t o f us. 

The w e l l s t h a t have t r i e d t o c o m p l e t e f r o m t h a t 

i n t e r v a l , b e l o w minus 4057, p r o d u c e i n g e n e r a l 

a l m o s t a l l w a t e r . 

Once you g e t above t h a t , you s t a r t 

s e e i n g o i l . I d o n ' t know t h a t t h e r e i s a 

d e f i n a b l e o i l / w a t e r c o n t a c t . I ' v e n o t seen one 

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

t h a t I ' v e r e v i e w e d . 

Q. We see t h e i n t e r p r e t a t i o n o f t h a t minus 

4057 l i n e on y o u r E x h i b i t No. 5? 

A. Yes, you do. I t ' s t h e l o w e r h o r i z o n t a l 

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

MR. KELLAHIN: Thank y o u , Mr. D a v i s ; 

Mr. Examiner. 

EXAMINATION 

BY EXAMINER MORROW: 

Q. Mr. D a v i s , what a r e t h e p o o l r u l e s f o r 

t h e A s s o c i a t e d P o o l t h a t you p r o p o s e t o p u t t h e s e 
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s e c t i o n s i n t o ? 

A. The p o o l r u l e s ? 

Q. Yes, s i r . 

A. Would you mind i f I g e t t h e l i s t and 

c o n s u l t them? Or w o u l d you l i k e me t o summarize 

t h e b e s t I know them? 

Q. Summar i z e . 

A. My u n d e r s t a n d i n g o f t h e r u l e s i s t h a t 

t h e A s s o c i a t e d P o o l i s based on 3 2 0 - a c r e s p a c i n g 

w i t h t h e o p p o r t u n i t y t o d r i l l on 1 6 0 - a c r e s p a c i n g 

no more t h a n two w e l l s p e r p r o r a t i o n u n i t . 

You have p r o d u c t i o n o f 960 b a r r e l s o f 

o i l p e r day, I b e l i e v e , maximum f r o m t h e 

p r o r a t i o n u n i t , w i t h a GOR o f 2,000. 

Q. 920 a day? 

A. I t ' s 960 a day, I b e l i e v e . 

Q. For each p r o r a t i o n u n i t ? 

A. T h a t ' s c o r r e c t . And I b e l i e v e w e l l s 

can be d r i l l e d w i t h i n 660 f e e t f r o m t h e o u t e r 

b o u n d a r y o f t h e s e c t i o n ' s s p a c i n g u n i t , and 

c a n n o t be c l o s e r t h a n 330 f e e t t o any 

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

Q. What was t h e 790 t h a t you and Mr. 

K e l l a h i n d i s c u s s e d ? 

A. T h a t ' s t h e number Mr. K e l l a h i n - - I 
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d o n ' t t h i n k i t was 790. I t h i n k i t i s 660 f r o m 

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

MR. KELLAHIN: You may have 

m i s u n d e r s t o o d . The 790 a p p l i e s t o t h e S o u t h 

Dagger Draw, and t h i s Upper Penn A s s o c i a t e d may 

be e n t i t l e d t o 660. 

THE WITNESS: I b e l i e v e i t ' s 660. 

Q. When t h e p o o l was i n i t i a l l y c r e a t e d , 

was each s e c t i o n d e v e l o p e d a t t h a t t i m e , o r were 

t h e r e some n o n - o i l - p r o d u c i n g s e c t i o n s i n c l u d e d i n 

t h e A s s o c i a t e d P o o l a t t h e t i m e i t was c r e a t e d ? 

A. At t h e t i m e i t was c r e a t e d , my 

u n d e r s t a n d i n g was t h a t S e c t i o n 17 was p u t i n t h e 

p o o l . And t h e n , b a s i c a l l y , on h a l f - m i l e s p a c i n g , 

a n y t h i n g t o u c h i n g i t w i t h i n a m i l e o f t h a t 

p a r t i c u l a r n o r t h h a l f 320 a c r e s w o u l d be p u t i n 

t h e p o o l . 

A f t e r c o n s u l t a t i o n w i t h my l a w y e r , I 

u n d e r s t o o d t h a t t h e a c t u a l a c r e a g e t h a t had been 

d e d i c a t e d t o t h e Upper Penn A s s o c i a t e d P o o l was 

a l l o f S e c t i o n 27 o f 21 S o u t h , 24 E a s t , I b e l i e v e 

a l l o f S e c t i o n 34 o f 21/24, and p o r t i o n s o f 

S e c t i o n 3, 10, 9, 16 and 17 o f 22/24. 

That was t h e o n l y a c r e a g e t h a t had been 

d e d i c a t e d t o t h e I n d i a n B a s i n - U p p e r Penn 
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A s s o c i a t e d P o o l . There a r e o n l y t h r e e w e l l s t h a t 

have been c o m p l e t e d f r o m t h a t p o o l w i t h i n t h a t 

a c r e a g e . There was one i n S e c t i o n 17 o f 22/24, 

t h e r e ' s one i n S e c t i o n 27 o f 21/24, and I b e l i e v e 

t h e r e ' s one i n S e c t i o n 3 o f 22/24. A l l o f t h o s e 

w e l l s a r e o p e r a t e d by Y a t e s . 

Q. So t h e r e a r e s e c t i o n s now i n c l u d e d i n 

t h i s A s s o c i a t e d P o o l — 

A. That do n o t have p r o d u c t i o n . 

Q. - - t h a t do n o t have p r o d u c t i o n on them? 

I s t h a t what y o u ' r e s a y i n g ? 

A. That do n o t have p r o d u c t i o n , t h a t i s 

c o r r e c t , S e c t i o n s 9, 10, 16 and 34. 

Q. On E x h i b i t No. 3, I u n d e r s t a n d t h e r e ' s 

c u r r e n t l y o i l p r o d u c t i o n i n S e c t i o n s 8 and 5, and 

t h e r e ' s n o t any i n 1, 7 and 4, i s t h a t c o r r e c t ? 

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

p r o d u c t i o n i n S e c t i o n 6. 

Q. Where i s t h a t ? 

A. That w o u l d be t h e Y a t e s P e t r o l e u m 

B r a n n i g a n ANF F e d e r a l No. 1 w e l l , i n t h e 

n o r t h w e s t o f t h e n o r t h w e s t o f t h a t s e c t i o n . I t ' s 

shown as a gas w e l l gas w e l l . 

Q. R e c o m p l e t e d 10/18/93? 

A. That i s c o r r e c t . 
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Q. I s t h a t an o i l w e l l now? 

A. That w e l l i s c u r r e n t l y p r o d u c i n g m o s t l y 

gas, i t does p r o d u c e some o i l . I t p r o d u c e s a b o u t 

10 b a r r e l s o f o i l p e r day. The o i l ' s e s t i m a t e d 

g r a v i t y i s 42, w h i c h i s t h e g r a v i t y o f t h e c r u d e 

011 p r o d u c e d i n t h e I n d i a n B a s i n - U p p e r Penn 

A s s o c i a t e d p o o l . 

The o i l t h a t was p r o d u c e d w i t h gas 

p r o d u c t i o n i n t h e I n d i a n B a s i n Gas P o o l had a 

g r a v i t y o f between 59 and 62 d e g r e e s . 

Q. I s t h a t shown on t h e c r o s s - s e c t i o n ? 

A. I t ' s t h e second w e l l i n on t h e 

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

Q. I t ' s m aking a m i l l i o n - s e v e n a day now? 

A. Yeah, r i g h t a r o u n d two m i l l i o n a day, 

a c c o r d i n g t o t h e o p e r a t o r , and a b o u t 10 t o 15 

b a r r e l s o f o i l . S a n t a Fe has a 6.25 p e r c e n t 

i n t e r e s t i n t h a t w e l l , a w o r k i n g i n t e r e s t , so we 

do have a l o t o f k nowledge o f t h e r e s e r v o i r o f 

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

I u n d e r s t a n d when Y a t e s went i n and 

c o m p l e t e d t h a t w e l l b o r e , t h e y t e s t e d t h e i r way, 

s t a r t i n g w i t h t h e b o t t o m p e r f s , and w o r k e d t h e i r 

way up. The o r i g i n a l p e r f s were t h e p e r f s o f t h e 

u pper p o r t i o n . They b l a n k e d o f f t h o s e p e r f s , or 
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s e t them o f f w i t h a c a s t - i r o n b r i d g e p l u g and 

t e s t e d t h e l o w e r i n t e r v a l , and t h e y r e c o v e r e d 

a b o u t 50 t o 60 b a r r e l s o f o i l p e r day on a 

sw a b b i n g t e s t , and t h a t o i l was a b o u t 42-degree 

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

B u t , when t h e y made t h e i r c o m p l e t i o n i n 

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

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

w e l l b o r e . I d o n ' t know w h e t h e r t h e y had p r o b l e m s 

s h u t t i n g o f f t h e upp e r p e r f s o r were r e l u c t a n t t o 

squeeze t h o s e p e r f s . A t any r a t e , t h e y e l e c t e d 

t o c o m p l e t e t h e w e l l b o r e as shown, and t h a t 

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

t h a n a n y t h i n g e l s e ; some o i l , b u t m o s t l y gas. 

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

t h e y have no i n t e n t i o n s o f e v e r c o m p l e t i n g a w e l l 

l i k e t h a t a g a i n because t h e y d i d n o t g e t t h e 

r e s u l t s t h a t t h e y w a n t e d . 

Q. Which was what? 

A. They d i d n o t g e t t h e r e s u l t s t h a t t h e y 

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

t h a t t h e y had i n t h e H i c k o r y w e l l and Santa Fe 

has been a b l e t o e f f e c t i n b o t h o f our 

c o m p l e t i o n s i n S e c t i o n 5 and S e c t i o n 8. 

Q. I guess, s i n c e i t ' s m a k i n g n e a r l y two 
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m i l l i o n a day, t h a t w o u l d i n d i c a t e t h a t t h e r e ' s 

s t i l l some gas t o be r e c o v e r e d , a t l e a s t f r o m 

t h a t p a r t o f y o u r p r o p o s a l ? 

A. Yes, s i r . I t w o u l d b e - - i n my mind, I 

t h i n k i f you were t o go i n h e r e and t a k e a w e l l 

and j u s t c o m p l e t e i t f r o m t h e Upper Penn 

r e s e r v o i r , t h e gas zone, and p u t i t on a 

s u b m e r s i b l e pump, you w o u l d be a b l e t o p r o d u c e 

gas w i t h a l a r g e volume o f w a t e r as w e l l . So, 

t h e r e i s gas l e f t t h e r e , y e s . 

Q. Are t h e y pumping t h i s one? 

A. Yes, t h e y a r e . They have a s u b m e r s i b l e 

pump on t h e r e i n o r d e r t o p r o d u c e i t . 

Q. I t ' s making how much w a t e r ? 

A. I t ' s making c l o s e t o 4,000 b a r r e l s o f 

w a t e r p e r day. 

Q. 4 , 0 0 0 a day? 

A. Yes, s i r . 

Q. I guess t h a t w o u l d i n d i c a t e some 

c o n n e c t i o n w i t h t h e gas cap, a t l e a s t i n t h o s e 

upper p e r f o r a t i o n s , t h a t p a r t o f i t ? 

A. Yes. There i s s t i l l gas r e s e r v o i r 

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

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

Q. Yes, s i r . So, when you answered h i s 
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q u e s t i o n , you were t a l k i n g about the c o n n e c t i o n 

between the lower i n t e r v a l s t h a t p r i m a r i l y 

produce o i l and gas now? 

A. There's c e r t a i n l y a s p a t i a l 

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

from the same s e c t i o n of d o l o m i t e , the Cisco 

Canyon. Whether or not t h e r e ' s any e n g i n e e r i n g 

c o n n e c t i o n between the two, whether t h e r e ' s 

a c t u a l l y a p h y s i c a l c o n n e c t i o n between the 

r e s e r v o i r , I'm not an engineer and I can't speak 

t o t h a t . 

EXAMINER MORROW: Do you a l l p l a n t o 

put on a n y t h i n g c o n c e r n i n g the j u s t i f i c a t i o n f o r 

the nonstandard l o c a t i o n ? 

MR. BRUCE: I meant t o f o l l o w - u p w i t h 

the t o p o g r a p h i c . I had f o r g o t t e n t h a t , Mr. 

Examiner. 

EXAMINER MORROW: Were you going t o do 

t h a t ? 

MR. BRUCE: Yes. 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Davis, l o o k i n g a t your E x h i b i t 7, a 

few q u e s t i o n s we had o m i t t e d t o d i s c u s s . We had 

disc u s s e d or mentioned i n the a p p l i c a t i o n s the 
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t o p o g r a p h i c r e a s o n s f o r t h e n o n s t a n d a r d 

l o c a t i o n s . C o u l d you f i r s t a d d r e s s t h a t ? 

A. Mr. E x a m i n e r , t h e t o p o g r a p h y a c r o s s 

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

r e l i e f r a n g i n g i n t h e o r d e r o f 300 t o 400 f e e t i n 

p l a c e s a c r o s s t h i s a c r e a g e p o s i t i o n . I n a number 

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

have, a c r o s s t h e 600 f o o t d r i l l s i t e pad, i t can 

have r e l i e f o f e a s i l y 100 f e e t . 

The BLM i s v e r y c o g n i z a n t o f t h i s , and 

t h e y a r e v e r y c r i t i c a l as t o how much a c r e a g e we 

c u t and f i l l i n a p a r t i c u l a r l o c a t i o n t h a t we 

d e s i g n o u t h e r e . So, a number o f o u r l o c a t i o n s 

o r a l l o f our l o c a t i o n s t a k e i n t o a c c o u n t t h e 

e x t r e m e t o p o g r a p h y i n t h e a r e a . We t r y t o f i n d 

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

l e s s f o r us as an o p e r a t o r and a l s o because t h e 

BLM wants us t o r e f r a i n f r o m c u t t i n g and f i l l i n g 

v e r y much i n t h i s a r e a . 

So, t h e r e i s a l a r g e amount o f 

t o p o g r a p h y we have t o d e a l w i t h h e r . 

Q. So t h e BLM, i n i t s e n v i r o n m e n t a l 

a s s e s s m e n t s , has r e q u i r e d o r l i m i t e d t h e w e l l 

l o c a t i o n s t h a t Santa Fe can have? 

A. E v e r y l o c a t i o n we have o u t h e r e , t h e 
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BLM r e p r e s e n t a t i v e , B a r r y H u n t , i n t h e i r C a r l s b a d 

o f f i c e , goes o u t and i n s p e c t s and i s v e r y 

c r i t i c a l o f where we p u t o u r l o c a t i o n s . 

EXAMINER MORROW: So a l l y o u r r e a s o n 

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

THE WITNESS: I t w o u l d be s t r i c t l y 

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

EXAMINER MORROW: Go ahead, Mr. B r u c e . 

Q. (BY MR. BRUCE) Mr. D a v i s , as f a r as 

l o c a t i o n s , you w o u l d l i k e t o keep t h e w e l l spaced 

f a r enough a p a r t so you can have, g e o l o g i c a l l y , 

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

A. We f e e l we can do t h a t , y e s , s i r . The 

t o p o g r a p h y w i l l a l l o w t h a t . 

Q. I f I c o u l d f o l l o w up on a c o u p l e o f 

q u e s t i o n s Mr. K e l l a h i n asked a b o u t S e c t i o n s 4 and 

7, Mr. D a v i s , as Mr. K e l l a h i n s a i d , t h e r e a r e no 

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

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

Q. But t h e y d i d have gas w e l l s on t h a t 

a c r e a g e w h i c h were p l u g g e d and abandoned, i s t h a t 

c o r r e c t ? 

A. Yes. Bo t h s e c t i o n s had one gas w e l l 

p e r s e c t i o n . 

Q. Which w a t e r e d o u t ? 
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A- They were p l u g g e d i n 1982 and 93; 4 i n 

82, 7 i n 83, b o t h because o f w a t e r p r o d u c t i o n . 

Q. One f i n a l q u e s t i o n . D i s c u s s i n g t h e 

f l e x i b i l i t y o f t h e A s s o c i a t e d P o o l r u l e s , 

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

A s s o c i a t e d P o o l , i t w i l l l e s s e n t h e need t o come 

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

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

A. T h a t ' s c o r r e c t , i t w o u l d . 

MR. BRUCE: Thank y o u , Mr. Examiner. 

EXAMINER MORROW: The p r o r a t i o n u n i t 

s i z e , what was t h e n o n s t a n d a r d n e s s o f t h o s e 

a p p l i c a t i o n s ? I guess each one o f t h e 

a p p l i c a t i o n s a l s o c o n t a i n e d n o n s t a n d a r d gas 

p r o r a t i o n u n i t . Was t h a t s t r i c t l y because o f t h e 

s i z e ? 

MR. BRUCE: Mr. Ex a m i n e r , t h e r e a r e two 

r e a s o n s . I f we're s e e k i n g 3 2 0 - a c r e u n i t s , 

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

w h i c h have 6 4 0 - a c r e s p a c i n g . I n a d d i t i o n , a l l 

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

p a r t l y o f l o t s , and some o f t h e s e s e c t i o n s a r e 

660, 670 a c r e s . So, even i f i t was A s s o c i a t e d 

P o o l r u l e s , y o u ' r e h a v i n g 360 o r 37 0 - a c r e u n i t s 

w h i c h a r e , o b v i o u s l y , n o n s t a n d a r d . 
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EXAMINER MORROW: One o f them, I t h i n k , 

was even s h o r t , wasn't i t ? 

MR. BRUCE: Yes, t h e west h a l f o f 

S e c t i o n 7 i s a s h o r t s e c t i o n , y e s . 

EXAMINER MORROW: West h a l f ? I s t h a t 

what you s a i d ? 

MR. BRUCE: Yes, s i r . 

EXAMINER MORROW: I n 7, you w o u l d 

d i v i d e t h a t e a s t and west p r o r a t i o n u n i t ? 

MR. BRUCE: Yes, s i r . 

EXAMINER MORROW: Mr. B r u c e , w i l l you 

t a k e c a r e o f t h e r e a d v e r t i s i n g on 10989? 

MR. BRUCE: Yes, s i r . 

EXAMINER MORROW: Thank y o u , s i r . 

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

t h i s m a t t e r , Mr. Exa m i n e r . 

EXAMINER MORROW: A l l r i g h t . W e ' l l 

t a k e Cases 10986, 10987, 10988 and 10977 un d e r 

a d v i s e m e n t , and w e ' l l c o n t i n u e Case 10989 f o r two 

weeks. 

(And t h e p r o c e e d i n g s c o n c l u d e d . ) 
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