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MR. LeMAY: Good m o r n i n g . T h i s i s t h e O i l 

C o n s e r v a t i o n Commission h e a r i n g , and we have t h r e e 

C o m m i s s i o n e r s . One o f t h e Co m m i s s i o n e r s i s s t r a n d e d i n 

T r u t h o r Consequences. Commissioner B i l l Humphries 

w i l l n o t be h e r e f o r t h i s w i t h us. 

For t h o s e o f you who d i d n o t g e t a chance t o 

meet o ur new Com m i s s i o n e r , B i l l Weiss i s our new 

Commissioner h e r e t o my l e f t . My name i s B i l l LeMay, 

and we a r e t h e Commission o f t h r e e B i l l s , two o f w h i c h 

a r e p r e s e n t t o d a y . 

So w i t h t h a t we w i l l b e g i n by c a l l i n g --

MR. STOVALL: Mr. Chairman. 

MR. LeMAY: Yes. 

MR. STOVALL: B e f o r e we s t a r t , maybe t h i s 

w o u l d be a good t i m e t o -- t h i s i s o f f t h e r e c o r d . 

( T h e r e u p o n , a d i s c u s s i o n was h e l d 

o f f t h e r e c o r d . ) 

MR. LeMay: Thank y o u , Mr. S t o v a l l . 

Case No. 9 6 1 1 . 

MR. STOVALL: A p p l i c a t i o n o f The P e t r o l e u m 

C o r p o r a t i o n o f Delaware 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 , Eddy Cou n t y , New M e x i c o . A p p l i c a n t has 

r e q u e s t e d t h i s case be d i s m i s s e d . 

MR. LeMAY: W i t h o u t o b j e c t i o n Case No. 9611 

w i l l be d i s m i s s e d . 
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Case No. 9 617. 

MR. STOVALL: A p p l i c a t i o n o f C u r r y and 

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

n o n s t a n d a r d p r o r a t i o n u n i t , Chaves County, New Me x i c o . 

MR. LeMAY: Appearances i n t h e case. 

Yes . 

MR. CARR: May i t p l e a s e t h e Commission, my 

name i s W i l l i a m F. C a r r w i t h t h e law f i r m o f Campbell & 

B l a c k , P.A., o f Santa Fe. I r e p r e s e n t C u r r y and 

T h o r n t o n i n t h i s m a t t e r . 

I a l s o r e p r e s e n t S t e v e n s O p e r a t i n g 

C o r p o r a t i o n i n t h e f o l l o w i n g case on t h e d o c k e t and 

w i l l be i n v o l v e d i n t h e l a s t case on t h e d o c k e t , w h i c h 

i s an a p p l i c a t i o n o f Santa Fe E x p l o r a t i o n Company. 

I have t a l k e d t o Mr. P a d i l l a . They may be 

d i s m i s s i n g t h e l a s t case. But i n any e v e n t , I w o u l d 

f i r s t r e q u e s t t h a t a l l t h r e e o f t h e s e c a s e s , o r such 

cases as r e m a i n , be c o n s o l i d a t e d f o r p u r p o s e s o f 

hear i n g . 

MR. LeMay: Thank y o u , Mr. C a r r . 

Mr. P a d i l l a . 

MR. PADILLA: Mr. Chairman, we have no 

p r o b l e m w i t h c o n s o l i d a t i n g a l l t h r e e c a s e s . I f i t ' s 

a p p r o p r i a t e a t t h i s t i m e , I ' d l i k e t o move f o r t h e 

d i s m i s s a l o f our case, i n t h a t Case 9697. 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

1 6 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

9 

And i n s o f a r as we have asked f o r de novo 

h e a r i n g i n Case 9617, we w o u l d r e q u e s t t h a t our 

a p p l i c a t i o n f o r de novo be a l s o d i s m i s s e d . 

And we w i l l s i m p l y appear i n t h e de novo case 

o f C u r r y and T h o r n t o n and i n t h e Case o f 9670 o f 

St e v e n s O p e r a t i n g . 

MR. LeMAY: Thank y o u , Mr. P a d i l l a . 

I s t h e r e anyone e l s e t h a t w o u l d o b j e c t t o t h e 

c o n s o l i d a t i o n o f Cases 9617 and 9670 and t h e d i s m i s s a l 

o f Case 9697? 

F i n e . W e ' l l r e a d now Case 9670. 

MR. STOVALL: A p p l i c a t i o n o f S t e v e n s 

O p e r a t i n g C o r p o r a t i o n t o amend D i v i s i o n Order No. 

R-8917, d i r e c t i o n a l d r i l l i n g i n an u n o r t h o d o x o i l w e l l 

l o c a t i o n , Chaves County, New M e x i c o . 

MR. LeMAY: At t h e r e q u e s t o f c o u n s e l ' s 

p r e s e n t Case No. 9670 w i l l be c o n s o l i d a t e d i n w i t h Case 

9617. 

Case 9697. 

MR. STOVALL: A p p l i c a t i o n o f Santa Fe 

E x p l o r a t i o n Company f o r amendment o f t h e s p e c i a l r u l e s 

and r e g u l a t i o n s f o r t h e N o r t h K i n g Camp De v o n i a n P o o l , 

Chaves Cou n t y , New M e x i c o . 

MR. LeMAY: I f t h e r e a r e no o b j e c t i o n s , Case 

9697 w i l l be d i s m i s s e d . 
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So now c a l l f o r a p p e a r a n c e s i n Cases 9617 and 

9670 . 

MR. CARR: May i t t h e p l e a s e t h e Commission, 

i n a d d i t i o n t o t h e ap p e a r a n c e I have p r e v i o u s l y 

e n t e r e d , I w o u l d l i k e t o i n t r o d u c e P a t t i e M a t t h e w s , an 

a t t o r n e y w i t h Campbell & B l a c k . T h i s i s P a t t i e ' s f i r s t 

O i l C o n s e r v a t i o n Commission o r D i v i s i o n H e a r i n g . 

S h e ' l l be a s s i s t i n g me t o d a y and a l s o a s s i s t i n g me i n 

t h e o t h e r O i l C o n s e r v a t i o n Commission o r D i v i s i o n 

m a t t e r s . 

MR. LeMAY: Thank you. Welcome t o t h e 

Commission, Ms. Mat t h e w s . 

Mr. P a d i l l a . 

MR. PADILLA: Mr. Chairman, E r n e s t L. 

P a d i l l a , Santa Fe, New M e x i c o , f o r Santa Fe E x p l o r a t i o n 

i n t h e Case 9617 and 9670. 

MR. LeMAY: Thank y o u , Mr. P a d i l l a . 

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

Mr. K e 1 l a h i n . 

MR. KELLAHIN: Mr. Chairman, my name i s 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 

& Aubrey. 

I'm a p p e a r i n g on b e h a l f o f Exxon Company 

U.S.A. t o d a y . We a r e i n o p p o s i t i o n t o C u r r y and 

T h o r n t o n and St e v e n s O p e r a t i n g C o r p o r a t i o n . And we 

CUMBRE COURT REPORTING 
(505) 984-2244 
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appear i n s u p p o r t o f Santa Fe E x p l o r a t i o n Company i n 

t h e s e two cas e s . 

MR. LeMAY: Thank you. W i l l you be h a v i n g 

any w i t n e s s e s t o d a y , Mr. K e l l a h i n ? 

MR. KELLAHIN: I a n t i c i p a t e I may. I'm n o t 

c e r t a i n w h i c h w i t n e s s e s t o swear a t t h i s p o i n t . I f I 

m i g h t r e s e r v e t h a t o p p o r t u n i t y f o r a l a t e r t i m e , we can 

make t h a t j udgment l a t e r i n t h e h e a r i n g . 

MR. LeMAY: Thank y o u . 

A d d i t i o n a p p e a r a n c e s i n t h e case? 

Mr. C o o t e r . 

MR. COOTER: Gentlemen o f t h e Commission, my 

name i s P a u l C o o t e r , and f o r t h e r e p o r t e r , t h a t ' s 

C - o - o - t - e - r . I'm w i t h t h e Rodey law f i r m h e r e i n Santa 

Fe a p p e a r i n g t o d a y on b e h a l f o f A r m s t r o n g Energy 

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

MR. LeMAY: Thank y o u , Mr. C o o t e r . W i l l you 

be t e n d e r i n g any w i t n e s s e s f o r --

MR. COOTER: No, s i r . 

MR. LeMAY: S t a t e m e n t a t t h e end p o s s i b l y ? 

MR. COOTER: P o s s i b l y . 

MR. LeMAY: P o s s i b l y . 

MS. DUNGAN: Mr. Commis s i o n e r , my name i s 

Deborah Dungan. I'm w i t h t h e law f i r m o f Montgomery & 

Andrews h e r e i n Santa Fe. I'm h e r e a p p e a r i n g on b e h a l f 
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of L a r r y H a r r i s o n , a New Mexico o i l c o r p o r a t i o n . I 

w i l l n o t have any w i t n e s s e s b u t a r e h e r e t o s u p p o r t t h e 

p o s i t i o n o f t h e Santa Fe E x p l o r a t i o n Company. 

MR. LeMAY: Thank y o u . How do you s p e l l y o u r 

l a s t name, Debbie? 

MS. DUNGAN: D-u-n-g-a-n. 

MR. LeMAY: Thank y o u . 

A d d i t i o n a l a p p e a r a n c e s i n t h e s e cases? 

How many w i t n e s s e s do each o f you c u r r e n t l y 

have? 

MR. CARR: I i n t e n d t o c a l l t h r e e w i t n e s s e s . 

MR. PADILLA: I may c a l l two w i t n e s s e s , Mr. 

Cha i rman. 

MR. LeMAY: Do you c a r e t o s t a r t w i t h o p e n i n g 

r e m a r k s ? 

MR. CARR: Yes, s i r . 

MR. LeMAY: Mr. C a r r . 

MR. CARR: Mr. K e l l a h i n t h i n k s I s h o u l d speak 

f r o m b e h i n d t h e e x h i b i t , b u t w i t h y o u r p e r m i s s i o n , may 

i t p l e a s e t h e Commission, C u r r y and T h o r n t o n and 

St e v e n s O p e r a t i n g C o r p o r a t i o n a r e b e f o r e you t o d a y 

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

N o r t h K i n g Camp D e v o n i a n P o o l . 

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

d r i l l i n g o f t h e i r No. 1 Deemar w e l l and a p p r o v a l o f an 
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u n o r t h o d o x b o t t o m - h o l e l o c a t i o n i n t h i s r e s e r v o i r . 

The b a c k g r o u n d f a c t s i n t h e case a r e n o t 

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

The N o r t h K i n g Camp D e v o n i a n P o o l i s a p o o l 

t h a t c o n s i s t s o f r e a l l y one s e c t i o n , S e c t i o n 9, 

Township 14 S o u t h , Range 29 E a s t . 

There a r e two w e l l s i n t h e p o o l . The p o o l 

was d i s c o v e r e d i n 1988 when Santa Pe E x p l o r a t i o n 

d r i l l e d and c o m p l e t e d i t s Holmstrom F e d e r a l No. 1 

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

A t t h e t i m e t h i s w e l l was d r i l l e d and 

c o m p l e t e d , as t h e e v i d e n c e w i l l show, t h e r e was s e i s m i c 

i n f o r m a t i o n and o t h e r i n f o r m a t i o n t h a t showed t h e r e was 

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

t h e west h a l f o f t h i s s e c t i o n . 

Santa Fe E x p l o r a t i o n d i d n o t own t h e r i g h t s 

on t h e west h a l f o f t h e s e c t i o n and, a l t h o u g h 

a v a i l a b l e , d i d n o t s u b s e q u e n t l y a c q u i r e them. 

They d i d , however, i n l a t e 1988 come t o t h e 

O i l C o n s e r v a t i o n D i v i s i o n and o b t a i n e d s p e c i a l p o o l 

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

u n i t s , and t h e y d e d i c a t e d t h e s o u t h e a s t q u a r t e r t o 

t h e i r H o l s t r o m F e d e r a l No. 1 W e l l . 

And i t a l s o p r o v i d e d f o r an a l l o w a b l e , based 

on t h e d e p t h o f t h e f o r m a t i o n , o f 515 b a r r e l s o f o i l 
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pe r day. I t a l s o p r o v i d e d f o r 6 6 0 - f o o t s e t b a c k s f r o m 

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

W e l l , e a r l y t h i s y e a r , 1989, C u r r y and 

T h o r n t o n and St e v e n s O p e r a t i n g a c q u i r e d t h e r i g h t s t o 

d e v e l o p t h e r e s e r v e s under t h e west h a l f o f S e c t i o n 9. 

And t h e y ' v e had two h e a r i n g s b e f o r e t h e 

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

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

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

t o d r i l l a w e l l a t an u n o r t h o d o x l o c a t i o n and t o 

d e d i c a t e t h e e a s t h a l f o f t h e west h a l f as a 160 - a c r e 

n o n s t a n d a r d s p a c i n g o r p r o r a t i o n u n i t . 

The D i v i s i o n e n t e r e d an o r d e r a p p r o v i n g t h a t 

u n i t and a p p r o v i n g t h e w e l l l o c a t i o n . The l o c a t i o n had 

t o be n o n s t a n d a r d because i f t h e y were more t h a 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 i r u n i t , t h e y w o u l d 

be on t h e west s i d e o f t h e f a u l t and o u t s i d e o f t h e 

r e s e r v o i r . 

But t h a t o r d e r imposed a p e n a l t y , and t h e 

p e n a l t y a f f e c t e d t h e economics o f t h e p l a n s f o r 

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

And so t h e y came back t o t h e D i v i s i o n and 

o b t a i n e d a u t h o r i t y t o e n t e r an o l d w e l l b o r e on t h a t 

p r o p e r t y , k i c k o f f a t a b o u t 7,000 f e e t and 

d i r e c t i o n a i l y d r i l l i n an e a s t e r l y d i r e c t i o n , and have 
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done t h a t and b o t t o m e d t h e i r w e l l on t h e i r l e a s e i n s i d e 

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

And so we 1 r e h e r e t o d a y a s k i n g you t o a p p r o v e 

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

ap p r o v e t h e a c t u a l d i r e c t i o n a l d r i l l i n g t h a t has t a k e n 

p l a c e on t h i s w e l l . 

We were u n a b l e t o comply w i t h t h e e x a c t 

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

d i r e c t i o n a l d r i l l i n g o r d e r , so we have f i l e d an amended 

a p p l i c a t i o n and a r e a s k i n g you t o a p p r o v e t h a t p a r t o f 

what we have done. 

And so we're h e r e t o d a y a s k i n g f o r an o r d e r 

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

Now, t h e e v i d e n c e t h a t we w i l l p r e s e n t w i l l 

show t h e Commission t h a t u nder t h e p r o p e r t y t h a t i s 

l e a s e d t o S t e v e n s and C u r r y and T h o r n t o n , t h e r e a r e 

670,000 b a r r e l s o f p r o d u c i b l e r e s e r v e s . 

Now, t h i s i s a c r o s s - s e c t i o n o b v i o u s l y ; i t ' s 

two d i m e n s i o n a l . But when you t a k e t h e s t r u c t u r e --

t h i s i s t h e l i n e d i v i d i n g t h e p r o p e r t i e s -- and you 

l o o k a t t h e s t r u c t u r e and compare i t t o what i s 

u n d e r l y i n g t h e west h a l f o f t h e s e c t i o n , 670,000 

b a r r e l s o f p r o d u c i b l e r e s e r v o i r s , when you t a k e a l o o k 

a t t h e p r o d u c i b l e r e s e r v e s under t h e s o u t h e a s t , o u r 
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e v i d e n c e w i l l show t h a t t h e y have 732,000 b a r r e l s o f 

p r o d u c i b l e r e s e r v e s 670,732. T h a t ' s what our e v i d e n c e 

w i l l show. 

We w i l l a l s o show based on p r i o r and 

c u r r e n t l y e x i s t i n g i n - p l a c e o r d e r s o f t h i s D i v i s i o n , we 

ar e p e r m i t t e d t o p r o d u c e 34 b a r r e l s p e r day. 

Under t h e o r d e r s o f t h i s D i v i s i o n , as t h e y 

c u r r e n t l y e x i s t , S anta Fe E x p l o r a t i o n can p r o d u c e 515 

b a r r e l s o f o i l p e r day. 

Our e v i d e n c e w i l l show under e x i s t i n g o r d e r s , 

we have t h e o p p o r t u n i t y t o p r o d u c e 6 p e r c e n t o f t h e 

p o o l a l l o w a b l e . 

S anta Fe E x p l o r a t i o n has an o p p o r t u n i t y t o 

pr o d u c e 94 p e r c e n t o f t h e p o o l a l l o w a b l e . 

T h i s i s a t e c h n i c a l case. T h i s i s a case 

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

p e t r o l e u m e n g i n e e r i n g . 

But t h i s i s n o t t h e same case t h a t a p p e a r e d 

b e f o r e t h e Examiner because we s t a n d b e f o r e you w i t h 

new, s u b s t a n t i a l l y i m p r o v e d , s u b s t a n t i a l l y more 

e n g i n e e r i n g and g e o l o g i c a l i n f o r m a t i o n . 

Because o f t h e d r i l l i n g t h a t has t a k e n p l a c e , 

we w i l l show you where t h e f a u l t i s . We now know 

because we have i n t e r s e c t e d t h e f a u l t ; we have c u t i t . 

We w i l l show you what t h e r e c o v e r a b l e 
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r e s e r v e s a r e i n t h i s p o o l . We know t h a t . We w i l l show 

you. We w i l l show you what t h e r e c o v e r a b l e r e s e r v e s 

a r e under t h e t r a c t u nder t h e west h a l f o f t h i s 

s e c t i o n ; we know t h a t . 

We w i l l show you what t h e p r o d u c i b l e r e s e r v e s 

a r e under each o f t h e s t a n d a r d s p a c i n g u n i t s i n t h e 

e a s t h a l f o f t h e t r a c t . 

And on t h i s new and s u b s t a n t i a l e v i d e n c e , we 

w i l l show you t h a t i s p r a c t i c a b l e t o e n t e r an o r d e r 

a l l o c a t i n g p r o d u c t i o n between t h e s e t r a c t s based on t h e 

r e c o v e r a b l e r e s e r v e s . 

We w i l l c a l l Jack A h l e n . He w i l l r e v i e w t h e 

s t r u c t u r e f o r y o u . He w i l l i d e n t i f y t h e f a u l t , and he 

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

s t r u c t u r e i n t h e N o r t h K i n g Camp D e v o n i a n P o o l . 

But t h i s i s a l s o and, p e r h a p s , p r i m a r i l y an 

e n g i n e e r i n g case. 

We w i l l c a l l Mr. S c o t t Hickman, who w i l l 

c a l c u l a t e t h e r e s e r v e s under each o f t h e t r a c t s . He 

w i l l show you how you can a l l o c a t e t h o s e r e s e r v e s i n a 

f a s h i o n t h a t w i l l p e r m i t each owner t o r e c e i v e i t s j u s t 

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

And he w i l l show you how a l l o f t h i s can be 

done w i t h no harm t o t h e e x i s t i n g S anta Fe E x p l o r a t i o n 

w e l l i n t h i s p o o l . 
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We w i l l t h e n c a l l Mr. Hank Gruy. Mr. Gruy i s 

an i n t e r n a t i o n a l l y r e c o g n i z e d p e t r o l e u m e n g i n e e r and an 

e x p e r t i n b o t h t h e f i e l d s o f p e t r o l e u m e n g i n e e r i n g and 

g e o l o g y . 

And he w i l l c o n f i r m t h e i n t e g r i t y o f t h e 

methods we have used. And he w i l l c o n f i r m t h a t t h e 

c a l c u l a t i o n s and t h e a p p r o a c h e s u t i l i z e d by S t e v e n s and 

C u r r y and T h o r n t o n a r e based on and c o n s i s t e n t w i t h 

sound e n g i n e e r i n g p r i n c i p l e s . 

So when t h e e v i d e n c e i s i n , we w i l l have 

shown you t h a t you can e n t e r an o r d e r based on 

r e c o v e r a b l e r e s e r v e s ; t h a t you can e n t e r an o r d e r t h a t 

w i l l p r e v e n t w a s t e . 

We w i l l show you what t h e r e s e r v e s a r e i n t h e 

p o o l . We w i l l show you what t h e r e s e r v e s a r e under 

Santa Fe E x p l o r a t i o n ' s t r a c t . 

We w i l l show you what t h e r e s e r v e s a r e under 

t h e S t e v e n s , C u r r y , and T h o r n t o n t r a c t , and i n so 

d o i n g , we w i l l t e l l you what c o r r e l a t i v e r i g h t s a r e . 

And t h e n we a r e g o i n g t o ask you t o a c t , t o 

do what t h e O i l and Gas A c t r e q u i r e s and t o p r o t e c t 

t h o s e c o r r e l a t i v e r i g h t s . 

MR. LeMAY: Thank y o u , Mr. C a r r . 

Mr. P a d i l l a . 

MR. PADILLA: Mr. Chairman, t h i s case i s a 
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t h r o w b a c k t o t h e o l d cases on t h e Rule o f C a p t u r e where 

w e l l s were d r i l l e d a t random and t o t r y and o b t a i n as 

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

What C u r r y and T h o r n t o n and St e v e n s have done 

i n t h i s case i s t o t h r o w us back and i g n o r e t h e r u l e s 

o f t h e O i l C o n s e r v a t i o n D i v i s i o n . 

Our case t o d a y i s g o i n g t o be p r e m i s e d on t h e 

b a s i s o f s u p p o r t i n g t h e o r d e r o f t h e O i l C o n s e r v a t i o n 

D i v i s i o n i n a l l o c a t i n g a p r o d u c t i o n r a t e o f 34 b a r r e l s 

p e r day. 

We b e l i e v e t h a t i s as c l o s e as p o s s i b l e as 

you can g e t t o f a i r n e s s i n t h i s case. 

I t d o e s n ' t m a t t e r how you c u t i t ; t h e r e a r e 

s t i l l o n l y two w e l l s i n t h e r e s e r v o i r . The l i m i t s o f 

t h e r e s e r v o i r c a n n o t be d e t e r m i n e d by t h e b a s i s o f 

where t h a t f a u l t may l i e . 

And so f r o m t h a t a s p e c t our case i s g o i n g t o 

be g r o u n d e d on t h e b a s i s t h a t r e c o v e r a b l e r e s e r v e s a t 

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

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

t h i s case. I t ' s t r u e Santa Fe E x p l o r a t i o n d i s c o v e r e d 

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

Sect i o n 9. 

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

n o r t h e a s t q u a r t e r o f t h e s e c t i o n t o t h e s o u t h . That 
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was a d r y h o l e . T h a t ' s i n d i c a t i v e o f some s o r t o f a 

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

I n any e v e n t , i t d o e s n ' t m a t t e r how you c u t 

i t . T h i s case, t h e f a c t s i n v o l v e t h e d i s t a n c e t o t h e 

l e a s e l i n e o f Santa Fe E x p l o r a t i o n Company. 

The D i v i s i o n has c a l c u l a t e d t h a t d i s t a n c e t o 

be 78 f e e t . There n e v e r was any p e r m i s s i o n f o r S t e v e n s 

or C u r r y and T h o r n t o n t o w h i p s t o c k t o t h e b o t t o m - h o l e 

l o c a t i o n o f 78 f e e t away f r o m t h e l e a s e l i n e . Those 

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

And I t h i n k t h e p e r m e a b i l i t y , t h e r e s e r v o i r 

c h a r a c t e r i s t i c s t h a t we w i l l p r e s e n t t o d a y w i l l show 

t h a t t h e r e i n d e e d i s a need t o p r o t e c t t h e Santa Fe 

a c r e a g e . 

I t ' s n o t -- t h e r e ' s no q u e s t i o n t h a t C u r r y 

and T h o r n t o n and St e v e n s a r e e n t i t l e d t o p r o d u c e t h e i r 

j u s t and f a i r amount o f o i l . I t ' s t h e q u e s t i o n o f 

where t h e y ' r e g o i n g t o p r o d u c e t h e o i l f r o m . 

I t ' s o u r p o s i t i o n and our case w i l l be 

gr o u n d e d on t h e b a s i s t h a t t h e o i l s h o u l d be p r o d u c e d 

f r o m t h e i r l a n d s s t r i c t l y and n o t f r o m an a d j o i n i n g 

camp t h a t ' s w i t h i n 78 f e e t f r o m o u r l e a s e l i n e , t h a t ' s 

S a n t a Fe E x p l o r a t i o n , and t h e o t h e r w o r k i n g and t h e 

o t h e r i n t e r e s t owners 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 9, t h a t ' s t h e i r o i l . 
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And t h e y have t h e r i g h t and i t ' s t h e i r 

c o r r e l a t i v e r i g h t s t h a t a r e a f f e c t e d , and t h e y 

s h o u l d — t h o s e c o r r e l a t i v e r i g h t s s h o u l d be 

p r o t e c t e d . 

So o ur case i s g o i n g t o r e q u i r e and 

d e m o n s t r a t e t o t h e Commission t h a t i n d e e d t h e 

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

back i n t o t h e Rule o f C a p t u r e s i t u a t i o n where Santa Fe, 

i n o r d e r t o r e c o v e r i t ' s f a i r s h a r e o f p r o d u c t i o n , 

based on p o o l r u l e s t h a t a r e e s t a b l i s h e d by t h e 

D i v i s i o n t o d e v e l o p 160 a c r e s so Santa Fe w i l l n o t have 

t o go d r i l l a second w e l l 78 f e e t f r o m t h e l i n e i n 

o r d e r t o a d e q u a t e l y p r o t e c t t h e r i g h t s . 

MR. LeMAY: Thank y o u , Mr. P a d i l l a . 

Mr. K e 1 l a h i n . 

MR. KELLAHIN: Gentlemen o f t h e Commission, I 

appear b e f o r e you on b e h a l f o f Exxon Company i n s u p p o r t 

o f S anta Fe Energ y ' s p o s i t i o n . 

T h i s i s n o t a new case f o r us. Perhaps you 

— we o r i g i n a l l y were i n v o l v e d i n t h i s case back 

e a r l i e r i n t h e y e a r when Examiner Lyon f i r s t h e a r d t h i s 

i n i t i a l r e q u e s t by C u r r y and T h o r n t o n . 

L e t me t e l l you what I b e l i e v e t h e e v i d e n c e 

w i l l show you t o d a y as i t u n f o l d s . I f I m i g h t use Mr. 

C a r r ' s d i s p l a y , I can show you some o f t h e t h i n g s t h a t 
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he has n o t y e t t o l d y o u . 

You w i l l n o t e t h a t u nder t h e p o o l r u l e s , t h e 

Santa Fe Energy w e l l i s i n f a c t a t a l e g a l l o c a t i o n i n 

t h e p o o l some d i s t a n c e i n excess o f b e i n g 660 f e e t f r o m 

a common 1 i n e . 

They a r e w e l l w i t h i n t h e window f o r s t a n d a r d 

w e l l l o c a t i o n . They have d e d i c a t e d t h e s o u t h e a s t 

q u a r t e r o f t h a t s e c t i o n t o t h e i r w e l l . I t ' s 160 a c r e s , 

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

u n i t . 

What Mr. C a r r d i d n o t t e l l you and what t h e 

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

i s s i m p l y s t a c k i n g f o u r 4 0 - a c r e t r a c t s , one on t o p o f 

t h e o t h e r . 

Now, why w o u l d t h e y do t h a t ? The e v i d e n c e 

w i l l show you t h a t t h e y ' v e done t h a t i n o r d e r t o 

a t t e m p t n o t t o be s u b j e c t t o a p e n a l t y because t h e y do 

n o t have a f u l l 160 a c r e s o f p r o d u c t i o n t o d e d i c a t e t o 

t h e we11. 

Mr. C a r r ' s r e d l i n e on h i s d i s p l a y shows you 

what some o f t h e e v i d e n c e w i l l show y o u , t h a t a 

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

t h i s w e l l i s on t h e west s i d e o f t h e f a u l t l i n e and 

c a n n o t be p r o d u c e d by t h e S t e v e n s , C u r r y , T h o r n t o n 

w e l l , w h i c h i s now on t h e e a s t s i d e o f t h e f a u l t . 
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What Mr. C a r r d i d n ' t t e l l you and what t h e 

e v i d e n c e w i l l show you i s t h i s b o t t o m - h o l e l o c a t i o n i s 

78 f e e t away f r o m t h e common s p a c i n g u n i t l i n e . 

T h i s w e l l i s a t a d e p t h o f i n excess o f a 

m i l e o r so. And t h e d i s t a n c e s e p a r a t i n g t h a t 

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

l e n g t h o f t h i s room. That i s how c l o s e t h e y a r e t o 

us . 

Mr. C a r r p r o p o s e s t o p r e s e n t t o you a case 

t h a t d e m o n s t r a t e s c o n v e n t i o n a l r o u t i n e e n g i n e e r i n g work 

by renown e x p e r t s . We have our own e x p e r t s . But I 

w i l l t e l l y o u , g e n t l e m e n , t h e e v i d e n c e i s g o i n g t o be 

d i a m e t r i c a l l y opposed w i t h r e g a r d s t o t h e s i z e and t h e 

shape o f t h e r e s e r v o i r . 

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

c o n c l u s i o n s based upon how t h e g e o l o g i s t s have 

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

o n l y f o r t h e Santa Fe w e l l , b u t f o r how t h e y have 

a t t e m p t e d t o j u s t i f y t h e s i z e o f t h e r e s e r v o i r f o r t h e 

Santa Fe Energy w e l l . 

T h a t ' s n o t a new argu m e n t . B o t h s i d e s 

p r e s e n t e d t h a t d i s c u s s i o n t o Mr. Lyon. He r e j e c t e d 

i t . He says t h e key m a t e r i a l p o i n t i s t h e p r o x i m i t y o f 

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

He f o u n d i t was much t o o s p e c u l a t i v e t o t r y 
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t o c o n s t r u c t and hear and e x p l a i n a n e t p r o d u c t i v e 

a c r e a g e h e a r i n g . 

Gentlemen, y o u ' r e a b o u t t o hear -- 80 p e r c e n t 

o f t h i s t e s t i m o n y t o d a y i s g o i n g t o be a n e t p r o d u c t i v e 

a c r e a g e h e a r i n g . 

You're g o i n g t o see g e o l o g i s t s w i t h 

d i a m e t r i c a l l y opposed p o s i t i o n s on t h e s i z e , t h e shape, 

t h e t h i c k n e s s , t h e volume o f t h e r e s e r v o i r . 

And t h e n we're g o i n g t o have d i a m e t r i c a l l y 

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

t o t e l l you what t h e s e numbers a r e . 

We say t h e e q u i t y i n t h i s case i s g o i n g t o 

d e m o n s t r a t e t o you t h a t you oug h t t o c o n t i n u e t o b u i l d 

upon t h e o r d e r Mr. L i o n e n t e r e d i n t h i s case and t h a t 

t h e o n l y way t o r e a s o n a b l y b a l a n c e t h e e q u i t y between 

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

So t h a t y o u ' l l have a p o i n t o f r e f e r e n c e , I ' d 

l i k e t o s h a r e w i t h you c o p i e s o f t h e e x i s t i n g o r d e r s we 

have, as w e l l as t h e August 28, 1989, l e t t e r f r o m t h e 

D i v i s i o n t o Mr. C a r r s h o w i n g him what t h e a c t u a l 

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

W i t h r e g a r d s t o t h e p r o d u c i n g r a t e s o f t h e 

w e l l , t h e e v i d e n c e w i l l d e m o n s t r a t e t o you t h a t 

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

Ste v e n s w e l l o f 34 b a r r e l s a day i s s t i l l an 
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a p p r o p r i a t e r a t e ; t h a t n o t w i t h s t a n d i n g t h e maximum 

a l l o w a b l e f o r t h e p o o l , t h e 515 b a r r e l s a day, t h e 

a c t u a l m e chanics between t h e two w e l l s , because t h e 

Santa Fe E x p l o r a t i o n w e l l i s o n l y f l o w i n g a t 200 

b a r r e l s a day, i n o r d e r t o m a i n t a i n t h e e q u i t y , t h e 

n o - f l o w b a r r i e r , i f you w i l l , between t h e two c o m p e t i n g 

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

o f f s e t t h e encroachment a d v a n t a g e t h a t C u r r y and 

T h o r n t o n and St e v e n s w i l l e n j o y t o m a i n t a i n t h e l e v e l 

o f p r o d u c t i o n f o r t h e i r w e l l a t 34 b a r r e l s . 

We're n o t j u d g i n g them a f t e r t h e f a c t , 

G entlemen. The e v i d e n c e w i l l d e m o n s t r a t e f o r you t h a t 

t h e y went i n t o t h i s t r a n s a c t i o n w i t h f u l l k n o w ledge o f 

what t h e p e n a l t i e s were g o i n g t o be. 

They u n d e r t o o k t h e r i s k s and t h e expense o f 

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

l o c a t i o n so c l o s e t o my c l i e n t ' s p r o p e r t y i n t e r e s t t h a t 

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

m a i n t a i n e d . 

Exxon C o r p o r a t i o n has a s i g n i f i c a n t i n t e r e s t 

i n t h e Santa Fe a c r e a g e . And we p r o p o s e t o p r e s e n t 

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

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

now b e f o r e you. 

Thank y o u. 
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MR. LeMAY: Thank y o u , Mr. K e l l a h i n . 

A d d i t i o n a l o p e n i n g comments by any o f t h e 

a t t o r n e y s ? 

I f n o t , Mr. C a r r , you may b e g i n y o u r case. 

MR. STOVALL: Excuse me, Mr. Chairman, I 

b e l i e v e we need t o swear t h e w i t n e s s e s . We have n o t 

sworn them. 

MR. LeMAY: W i l l a l l t h o s e p l a n n i n g t o g i v e 

t e s t i m o n y , p l e a s e s t a n d and r a i s e y o u r r i g h t hand. 

MR. STOVALL: Any w i t n e s s e s who may p o s s i b l y 

g i v e t e s t i m o n y , p l e a s e r i s e . 

( T h e r e u p o n , t h e w i t n e s s e s 

were d u l y sworn.) 

MR. CARR: May i t p l e a s e t h e Commission, a t 

t h i s t i m e we c a l l Mr. A h l e n . 

MR. LeMAY: Yes. 

JACK AHLEN, 

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

o a t h as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. W i l l you 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. My name i s Jack A h l e n . 

Q. Mr. A h l e n , where do you r e s i d e ? 
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A. R o s w e l l , New Me x i c o . 

Q. What do you do f o r a l i v i n g ? 

A. I am a c o n s u l t i n g g e o l o g i s t p r i m a r i l y 

c o n c e r n e d w i t h o i l and gas. 

Q. Co u l d you summarize y o u r e d u c a t i o n a l 

b a c k g r o u n d i n t h e f i e l d o f g e o l o g y f o r t h e Commission? 

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

t h e U n i v e r s i t y o f W i s c o n s i n i n 1950, a m a s t e r ' s d e g r e e 

f r o m t h e U n i v e r s i t y o f W i s c o n s i n i n 1952. 

I was employed by G u l f O i l C o r p o r a t i o n 

s t a r t i n g i n 1952. I c o n t i n u e d i n t h e i r employment f o r 

a l i t t l e o v e r 20 y e a r s , u n t i l 1972, a t w h i c h t i m e I 

q u i t and went i n d e p e n d e n t , as an i n d e p e n d e n t c o n s u l t i n g 

g e o l o g i s t . 

Q. And you have been d o i n g t h a t s i n c e 1972? 

A. Yes, s i r , I have. 

Q. What p e r c e n t a g e o f y o u r work i s i n v o l v e d i n 

t h e P e r m i a n B a s i n ? 

A. A l 1 o f i t . 

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

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

p o r t i o n o f New Mexico? 

A. Yes, s i r , I am. 

Q. Do you b e l o n g t o any p r o f e s s i o n a l 

a s s o c i a t i o n s ? 
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A. I am a member o f t h e A m e r i c a n A s s o c i a t i o n o f 

P e t r o l e u m G e o l o g i s t s , w h i c h I j o i n e d i n 1952. I am a 

member o f t h e New Mexico G e o l o g i c a l S o c i e t y . I'm a 

member o f t h e R o s w e l l G e o l o g i c a l S o c i e t y . 

I have f u n c t i o n e d and been e l e c t e d t r e a s u r e r 

o f t h e New Mexico G e o l o g i c a l S o c i e t y . I have h e l d a l l 

o f t h e o f f i c e s a v a i l a b l e i n t h e R o s w e l l G e o l o g i c a l 

S o c i e t y and have been p r e s i d e n t t h r e e t i m e s . 

Q. Have you had y o u r work p u b l i s h e d i n t h e f i e l d 

o f g e o l o g y ? 

A. Yes, s i r . I have had -- I am c o a u t h o r t o an 

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

Am e r i c a n A s s o c i a t i o n o f P e t r o l e u m G e o l o g i s t s . 

The R o s w e l l G e o l o g i c a l S o c i e t y has p u b l i s h e d 

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

t h e New Mexico p a r t o f t h e Per m i a n B a s i n , f o r w h i c h I 

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

R o s w e l l G e o l o g i c a l S o c i e t y has p u b l i s h e d f i v e 

v olumes o f t h e Symposium o f O i l and Gas F i e l d s o f 

S o u t h e a s t e r n New M e x i c o , and i n each o f t h o s e I have 

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

d i f f e r e n t f i e l d s i n S o u t h e a s t e r n New Me x i c o . 

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

i n t h e c o n s o l i d a t e d cases on b e h a l f o f C u r r y and 

T h o r n t o n and a l s o on b e h a l f o f St e v e n s O p e r a t i n g 
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C o r p o r a t i o n ? 

A. Yes, s i r , I am. 

Q. Are you f a m i l i a r w i t h t h e N o r t h K i n g Camp 

De v o n i a n P o o l ? 

A. Yes, s i r . 

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

d r i l l e d t h e r e i n ? 

A. Yes, s i r . 

Q. Do you have any o w n e r s h i p i n t e r e s t i n any o f 

t h e p r o p e r t i e s i n t h i s p o o l ? 

A. I do n o t . 

Q. Have you s t u d i e d t h e D e v o n i a n f o r m a t i o n i n 

t h i s a r e a and p r e p a r e d c e r t a i n e x h i b i t s f o r 

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

A . Yes, I have. 

MR. CARR: We t e n d e r Mr. A h l e n as an e x p e r t 

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

MR. LeMAY: H i s q u a l i f i c a t i o n s a r e 

a c c e p t a b l e . 

Q. (BY MR. CARR) Mr. A h l e n , what does C u r r y and 

T h o r n t o n and S t e v e n s O p e r a t i n g C o r p o r a t i o n seek i n each 

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

A. F i r s t , t h e y seek a p p r o v a l o f t h e n o n s t a n d a r d 

1 6 0 - a c r e s p a c i n g u n i t , w h i c h c o n s i s t s o f t h e e a s t h a l f 

o f t h e west h a l f o f S e c t i o n 9, i n Township 14 S o u t h , 
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Range 2 9 E a s t . 

S e c o n d l y , we seek a p p r o v a l o f an u n o r t h o d o x 

o i l w e l l l o c a t i o n 1974 f e e t f r o m t h e s o u t h l i n e and 

1988 f e e t f r o m t h e west l i n e o f S e c t i o n 9. 

T h i r d l y , we seek a p p r o v a l o f t h e d i r e c t i o n a l 

d r i l l i n g o f t h e No. 1 Deemar w e l l . 

And, f o u r t h l y , we seek t h e o p p o r t u n i t y t o 

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

Q. Mr. A h l e n , w o u l d you i d e n t i f y what has been 

marked as y o u r E x h i b i t No. 1, i d e n t i f y what t h a t i s and 

r e v i e w t h i s f o r t h e Commission? 

A. My E x h i b i t No. 1 was p r e p a r e d f o r t h e f i r s t 

h e a r i n g b e f o r e t h i s Commission back i n F e b r u a r y o f 89. 

Y o u ' l l n o t e t h e d a t e i n t h e l o w e r r i g h t - h a n d c o r n e r i n 

t h e l e g e n d . 

T h i s i s t h e same i l l u s t r a t i o n t h a t was used 

a t t h a t a p p l i c a t i o n . I t was used t o i l l u s t r a t e t h e 

l e a s e l i n e s , t h e l o c a t i o n o f t h e N o r t h K i n g Camp P o o l , 

w h i c h i s i n S e c t i o n 9 o f Township 14 S o u t h , 29 E a s t . 

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

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

c o r r i d o r o f S e c t i o n 9, b e i n g t h e p r o r a t i o n u n i t o f 

Santa Fe E x p l o r a t i o n , and t h e e a s t h a l f o f t h e west 

h a l f o f S e c t i o n 9, b e i n g t h e p r o r a t i o n u n i t f o r t h e 

Ste v e n s w e l l , t h e Deemar w e l l , as w e l l as t h e l o c a t i o n 
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o f o t h e r w e l l s i n t h e v i c i n i t y . 

( T h e r e u p o n , A h l e n E x h i b i t 1 

was i d e n t i f i e d . ) 

Q. And you have on t h i s map t h e p r o p o s e d 

l o c a t i o n . I s t h a t t h e p r o p o s e d l o c a t i o n t h a t was 

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

A. I n t h e i n i t i a l h e a r i n g . 

Q. -- i n t h e F e b r u a r y h e a r i n g ? 

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

t h e i n i t i a l w e l l . 

Q. And i n t h e e a s t h a l f o f t h e west h a l f o f 

S e c t i o n 9 i s t h e P h i l t e x H o n o l u l u F e d e r a l w e l l ? 

A. That i s a w e l l t h a t was p r e v i o u s l y d r i l l e d i n 

1961 and abandoned a t t h a t t i m e . 

Q. And t h i s shows t h e n o n s t a n d a r d p r o r a t i o n u n i t 

i n t h e e a s t h a l f o f t h e west h a l f t h a t was a p p r o v e d by 

t h e E x a m i n e r ' s o r d e r ; i s t h a t c o r r e c t ? 

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

Q. Are you f a m i l i a r w i t h t h e D i v i s i o n r u l e s t h a t 

g o v e r n t h e d e v e l o p m e n t o f t h e N o r t h K i n g Camp De v o n i a n 

P o o l ? 

A. Yes, s i r , I am. 

Q. Can you b a s i c a l l y j u s t summarize f o r t h e 

Commission what t h e y p r o v i d e ? 

A. One, t h e y p r o v i d e f o r a 16 0 - a c r e s p a c i n g 
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r o u g h l y i n t h e f o r m o f a s q u a r e , c a l l f o r minimum 

d i s t a n c e f r o m t h e l e a s e l i n e o f 660 f e e t , as w e l l as a 

r u l i n g f o r an a l l o w a b l e o f 515 b a r r e l s o f o i l p e r w e l l . 

Q. Mr. A h l e n , were you i n v o l v e d i n t h e d e c i s i o n s 

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

A. For C u r r y ? 

Q. For C u r r y and T h o r n t o n . 

A. Yes, s i r , I was. 

Q. Why was t h i s w e l l p r o p o s e d a t an u n o r t h o d o x 

as opposed t o a s t a n d a r d l o c a t i o n ? 

A. I n t h e f i r s t p l a c e , t h e o r t h o d o x l o c a t i o n has 

has a l r e a d y been d r i l l e d , has a v e r t i c a l h o l e t o t h e 

De v o n i a n , and i t was p l u g g e d and abandoned because t h a t 

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

T h e r e f o r e , i t was o b v i o u s t h a t t h e u n o r t h o d o x 

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

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

Q. Were you i n v o l v e d i n t h e d e c i s i o n t h a t was 

made u l t i m a t e l y t o d i r e c t i o n a i l y d r i l l t h i s w e l l ? 

A. Yes, I was. 

Q. Why was t h a t d e c i s i o n made? 

A. The p e n a l t y imposed by t h e Commission was so 

on e r o u s i t caused s i g n i f i c a n t i m p a c t on t h e eco n o m i c s . 

And i n an a t t e m p t t o save money, we wan t e d t o r e e n t e r 

t h e o l d h o l e and k i c k t h e h o l e o f f a t 7800 f e e t and 
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d r i l l t h e w e l l d i r e c t i o n a i l y t o t h e e a s t t o i n t e r s e c t 

t h e f a u l t . 

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

i d e n t i f i c a t i o n as y o u r E x h i b i t No. 2. And I w o u l d ask 

you t o f i r s t e x p l a i n t o t h e Commission what t h i s i s and 

t h e n r e v i e w b a s i c a l l y what i t shows. 

A. Yes, s i r . I a p o l o g i z e f o r t h e s i z e . F i r s t 

o f a l l , t h i s i s an a t t e m p t t o g i v e you a 

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

i n f o r m a t i o n t h a t was d e t e r m i n e d by d r i l l i n g -- by t h e 

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

Y o u ' l l n o t e t h a t a t t h e -- i n t h e upper 

t w o - t h i r d s o f t h e d i a g r a m we have a c r o s s - s e c t i o n . I t 

i s an e a s t - w e s t c r o s s - s e c t i o n between t h e Santa Fe 

Holm s t r o m w e l l and t h e S t e v e n s O p e r a t i n g Deemar w e l l . 

The l o w e r o n e - t h i r d o f t h e i l l u s t r a t i o n i s a 

map s h o w i n g t h e r e l a t i v e l o c a t i o n o f t h e w e l l s on a 

map . 

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

su p e r i m p o s e d on a o n e - i n c h - b y - o n e - i n c h g r a p h p a p e r . 

I t ' s t e n d i v i s i o n s p e r i n c h i n each d i r e c t i o n so t h a t 

each o f t h o s e s m a l l s q u a r e s i s o n e - t e n t h o f an i n c h . 

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

100 f e e t . T h i s was a l s o p r e p a r e d as a t r u e s c a l e 

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

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

34 

same as t h e h o r i z o n t a l d i m e n s i o n so t h a t t h e r e w o u l d be 

no e x a g g e r a t i o n o f t h e s p a t i a l r e l a t i o n s h i p s . 

Y o u ' l l n o t e on t h e e a s t s i d e o f t h e uppe r 

i l l u s t r a t i o n , I d i a g r a m e d t h e l o w e r p a r t o f t h e Santa 

Fe H o l m s t r o m w e l l . And we a r e e s s e n t i a l l y l o o k i n g a t 

t h a t p a r t o f t h e h o l e below 7500 f e e t . 

The w e l l s i n t h e a r e a TD a p p r o x i m a t e l y 9900 

f e e t , p l u s o r minus 100 f e e t . 

I have d r o p p e d t h e Ho l m s t r o m w e l l v e r t i c a l l y 

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

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

b e i n g l e s s t h a n t h e s t a t u t o r y 5 d e g r e e s a l l t h e way 

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

On t h e u p p e r , i n t h e m i d d l e o f t h e 

i l l u s t r a t i o n i s t h e c e n t e r l i n e o f S e c t i o n 9, o r t h e 

j o i n t p r o p e r t y l i n e , as d r o p p e d v e r t i c a l l y . 

On t h e l e f t I i l l u s t r a t e t h e l o c a t i o n o f 

t h r e e d i f f e r e n t b o t t o m - h o l e l o c a t i o n s , b u t one common 

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

The common s u r f a c e l o c a t i o n i s t h e o r i g i n a l 

s u r f a c e l o c a t i o n o f t h e P h i l t e x H o n o l u l u F e d e r a l 

d r i l l e d back i n 1961. 

Y o u ' l l n o t e a t t h e t o p o f my i l l u s t r a t i o n 

t h e r e ' s a z i g z a g t h e r e . That r e p r e s e n t s t h e d e f l e c t i o n 

o f t h e w e l l e a s t w a r d o f t h e o l d H o n o l u l u F e d e r a l w e l l 
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a t a d e p t h o f a p p r o x i m a t e l y 7700 f e e t . 

Y o u ' l l n o t e down i n t h e map, i n t h e l o w e r 

p o r t i o n , t h a t t h a t r e p r e s e n t s t h e p o i n t t o t h e 

n o r t h e a s t o f t h e s u r f a c e l o c a t i o n o f t h e Deemar F e d e r a l 

t h a t i s a p p r o x i m a t e l y an i n c h t o t h e r i g h t and 

t h r e e - q u a r t e r s o f an i n c h t o t h e n o r t h . 

Q. Mr. A h l e n , w i l l you go t o t h i s e x h i b i t and 

r e v i e w f o r t h e Commission i n d e t a i l e x a c t l y what 

o c c u r r e d when S t e v e n s a t t e m p t e d t o d i r e c t i o n a i l y d r i l l 

t h e w e l l ? 

A. Yes, s i r . Y o u ' l l n o t e t h a t t h e v e r t i c a l 

h o l e s on t h e l e f t i s r e p r e s e n t a t i v e o f t h e P h i l t e x 

H o n o l u l u F e d e r a l w e l l . 

We d i d n o t measure t h e P h i l t e x b e l o w a d e p t h 

o f 8,000 f e e t ; t h e r e f o r e , I d r o p p e d i t v e r t i c a l l y t o 

t h e t o t a l d e p t h o f 8995, w h i c h t h a t w e l l was d r i l l e d 

t o . 

At a p p r o x i m a t e l y 7950 we k i c k e d t h e b o r e h o l e 

e a s t w a r d i n t h e o l d P h i l t e x h o l e and s t a r t e d i n c r e a s i n g 

t h e r a t e o f d e p t h a t 2 d e g r e e s p e r 100 f e e t . 

We i n c r e a s e d t h e d i p t o a maximum o f 15 

deg r e e s a t a p p r o x i m a t e l y 86 t o 8800 f e e t . 

At t h a t p o i n t we were t a r g e t i n g f o r a 

l o c a t i o n 330 f e e t t o t h e e a s t o f t h e s u r f a c e l o c a t i o n . 

And we s t a r t e d d i m i n i s h i n g t h e d e v i a t i o n , and we 
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d r o p p e d t h e h o l e down t o a p p r o x i m a t e l y 5 d e g r e e s , a t 

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

f o r m a t i o n . 

That l o c a t i o n we were o n l y 30 f e e t h i g h t o 

t h e o l d P h i l t e x w e l l . Samples had no show w h a t s o e v e r . 

We were n o t i n t h e o i l column. We had n o t i n t e r s e c t e d 

t h e f a u l t , and we were n o t on t h e h i g h s i d e o f t h e 

f a u l t . 

At t h a t p o i n t we p l u g g e d back t o 

a p p r o x i m a t e l y 8700 f e e t , s e t a n o t h e r w h i p s t o c k , k i c k e d 

t h e h o l e o f f t o t h e e a s t a g a i n . 

T h i s t i m e t o t a l we c o n t i n u e d t o b u i l d a n g l e 

t o a p p r o x i m a t e l y 25 d e g r e e s g o i n g t o t h e e a s t a t 

a p p r o x i m a t e l y 9450 f e e t . 

Samples were s u g g e s t i n g a f r a c t u r e d r o c k 

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

f r a c t u r e s i n t h e sam p l e s . 

And t h e n , a g a i n , a p p r o x i m a t e l y 9600 i t 

a p p e a r e d as t h o u g h we were p a s s i n g t h r o u g h a f r a c t u r e 

zone . 

At t h a t p o i n t we d e c i d e d t o t u r n t h e w e l l 

down. And b e f o r e we c o u l d t u r n t h e w e l l t o a v e r t i c a l 

p o s i t i o n , we had i n t e r s e c t e d t h e D e v o n i a n way h i g h on 

t h e u p s i d e o f t h e f a u l t . 

Upon e x a m i n i n g t h e e l e c t r i c a l l o g s , I n o t e d 
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m i s s i n g s e c t i o n i n our second s i d e t r a c k h o l e a t a d e p t h 

o f a b o u t 9,460 f e e t . 

F u r t h e r down t h e h o l e , I n o t e d m i s s i n g 

s e c t i o n a t a d e p t h o f 9,585 f e e t . And t h e n I p i c k e d 

t h e t o p o f t h e D e v o n i a n f o r m a t i o n a t a d e p t h o f 9715 

f e e t . 

We c a r r i e d t h e w e l l t o a t o t a l d e p t h o f 9,754 

f e e t , w h i c h was 40 f e e t i n t o t h e D e v o n i a n f o r m a t i o n . 

There was abundant p o r o s i t y i n e v i d e n c e i n 

samples. The l i t h o l o g y was d o l o m i t e and c h e r t . I t 

ap p e a r e d t o be vuggy and i n t e r g r a n u l a r p o r o s i t y . I t 

had a v e r y good o i l and gas s t a i n . I t c u t and 

f l u o r e s c e d and was a c l a s s i c show i n t h e D e v o n i a n 

f o r m a t i o n . 

We s t o p p e d t h e b o t t o m o f t h e h o l e b e f o r e we 

had i n t e r s e c t e d t h e t o p datum i n t h e Holmstrom w e l l . 

I n o t h e r w o r d s , we were s h a l l o w e r s t r u c t u r a l l y t h a n t h e 

t o p o f t h e D e v o n i a n f o r m a t i o n i n t h e Ho l m s t r o m w e l l by 

a p p r o x i m a t e l y 15 f e e t a f t e r c o r r e c t i n g f o r measured 

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

Q. Mr. A h l e n , you were i n v o l v e d w i t h S t e v e n s 

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

b e l i e v e you s t a t e d . 

A . Yes, I was. 

Q. Do you know i f t h e O i l C o n s e r v a t i o n D i v i s i o n 
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was k e p t a d v i s e d o f y o u r changes i n p l a n s as you 

c o n t i n u e d t o d r i l l ? 

A. Yes, s i r . We n o t i f i e d t h e O i l C o n s e r v a t i o n 

Commission, and t h e y gave p e r m i s s i o n t o p r o c e e d t o 

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

i n s t a n c e . 

Q. I b e l i e v e you t e s t i f i e d t h e r e were two 

m i s s i n g s e c t i o n s i n t h e l o g g i n g . Were t h o s e i n d i c a t i v e 

o f t h e f a u l t s you e n c o u n t e r e d ? 

A. Yes, t h e y a r e . 

Q. I f I l o o k a t t h i s e x h i b i t , i t a p p e a r s t h e r e 

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

a l s o i n t h e p l a t t o t h e south,- i s t h a t c o r r e c t ? 

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

( T h e r e u p o n , A h l e n E x h i b i t No. 2 

was i d e n t i f i e d . ) 

Q. Are b o t h o f t h o s e f a u l t s s i g n i f i c a n t i n t e r m s 

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

A. Only one o f t h o s e f a u l t s i s s i g n i f i c a n t i n 

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

One f a u l t c u t o u t a p p r o x i m a t e l y 40 f e e t o f 

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

a p p r o x i m a t e l y 120 t o 140 f e e t o f s e c t i o n . 

I have c l a s s i f i e d t h e one t h a t c u t o u t t h e 

most s e c t i o n as t h e p r i m a r y f a u l t , t h e one t h a t c u t o u t 
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o n l y 40 f e e t as a s e c o n d a r y f a u l t and i s a s e c o n d a r y 

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

ar ea . 

Q. Now, based on t h e i n f o r m a t i o n you o b t a i n e d as 

a r e s u l t o f t h e d r i l l i n g o f t h e No. 1 Deemar, a r e you 

now more f a m i l i a r w i t h t h e r e s e r v o i r g e o metry? 

A. I most c e r t a i n l y am. 

Q. How i s t h a t ? 

A. P r i m a r i l y because we have d r i l l e d two 

a d d i t i o n a l h o l e s i n t h e a r e a o f t h e r e s e r v o i r . We have 

a s i g n i f i c a n t amount o f i n f o r m a t i o n a v a i l a b l e on t h e 

e l e c t r i c a l l o g s o f t h e w e l l s . I can l o c a t e t h e p o i n t 

i n space where we have i n t e r s e c t e d two f a u l t s . 

A l s o , have i n f o r m a t i o n f r o m t h e F o r m a t i o n 

M i c r o S c a n n e r l o g , w h i c h i s e s s e n t i a l l y a b o r e h o l e 

i m a g i n g d e v i c e where I can see t h e f a u l t s . 

I can see e v i d e n c e o f t h e f a u l t s i n t h o s e 

l o g s . I can d e t e r m i n e d i p and s t r i k e o f t h e f a u l t s as 

w e l l as d i p and s t r i k e o f t h e beds. 

And t h e y h e l p s i g n i f i c a n t l y i n f i n d i n g t h e 

r e s e r v o i r g e o m e t r y . 

Q. What a b o u t t h e o i l - w a t e r c o n t a c t ; how d i d you 

d e t e r m i n e t h a t ? 

A. The o i l - w a t e r c o n t a c t , w h i c h I show on t h i s 

i l l u s t r a t i o n i s a t a datum o f minus 6,055, t h a t datum 
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i s a p p r o x i m a t e l y h a l f w a y between t h e l o w e s t p r o d u c i n g 

o i l and t h e h i g h e s t t e s t e d w a t e r . 

Now, due t o t h e f a c t t h a t w a t e r b e i n g 

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

h i g h e r t h a n t h a t , and so I have a d j u s t e d t h e o i l - w a t e r 

c o n t a c t 10 f e e t h i g h e r f r o m t h e e x a c t m i d p o i n t between 

w a t e r measured on t h e e a s t s i d e o f t h e f a u l t s y s t e m . 

Q. Do you have a n y t h i n g f u r t h e r t o p r e s e n 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. 2? 

A. Yes, s i r . The h i g h e s t w a t e r t h a t we have 

been a b l e t o d e t e r m i n e on t h e west s i d e o f t h e f a u l t i s 

a datum o f minus 6,080. 

H a l f t h e d i s t a n c e between minus 6,080 and t h e 

datum o f t h e l o w e s t o i l , b e i n g minus 6,016, w o u l d p l a c e 

t h e o i l - w a t e r c o n t a c t s i g n i f i c a n t l y h i g h e r t h a n I have 

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

The b o t t o m h a l f o f t h i s i l l u s t r a t i o n shows 

some o f t h e p a r a m e t e r s t h a t I have d e t e r m i n e d f r o m t h e 

l o g s t h a t we have r u n i n t h e w e l l . 

Eastman C h r i s t e n s e n has p r o v i d e d d a t a as t o 

t h e l o c a t i o n o f t h e w e l l b o r e s t h a t we d r i l l e d . 

Y o u ' l l n o t e i n t h e b o t t o m i l l u s t r a t i o n t h a t 

t h a t b o r e h o l e wanders i n i t i a l l y t o t h e n o r t h e a s t , t h e n 

i t s w i n g s t o t h e n o r t h w e s t , and t h e n i t s w i n g s back t o 

t h e n o r t h e a s t . 
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And t h e n y o u ' l l n o t e t h e p o i n t where we 

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

The d e v i a t i o n o f t h e b o r e h o l e down t o a d e p t h 

o f 5,000 f e e t was t o t h e m a j o r -- t h a t p a r t o f t h e 

i l l u s t r a t i o n t h a t shows t h e b o r e h o l e g o i n g t o t h e n o r t h 

where t h e r e ' s a v i o l e n t t w i s t t o t h e b o r e h o l e t o t h e 

e a s t . T h a t ' s a t a d e p t h o f a p p r o x i m a t e l y 5,000 f e e t . 

And so t h e b o r e h o l e went f r o m 5,000 f e e t t o 

abou t 7900 f e e t . I t t r a v e l e d more h o r i z o n t a l d i s t a n c e 

i n t h a t d i r e c t i o n t h a n j u s t 3,000 f e e t t h a n i t had 

t r a v e l e d i n t h e p r e v i o u s 5,000 f e e t . 

I b e l i e v e t h a t t h e b o r e h o l e was m i g r a t i n g 

u p - d i p a t t h a t p a r t i c u l a r t i m e , and p r o b a b l y t h e 

b o t t o m - h o l e l o c a t i o n o f t h e o l d P h i l t e x i s somewhat 

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

measured. 

I show d i p and s t r i k e s ymbols on t h i s b o t t o m 

i l l u s t r a t i o n . I n t h e b o t t o m o f our h o l e , a t t h e t o p o f 

De v o n i a n f o r m a t i o n , and i n t h e Woodford s h a l e 

i m m e d i a t e l y above i t , we measured b e d d i n g d i p s f r o m 4 

de g r e e s t o 8 d e g r e e s . 

And t h e f r e q u e n c y d i a g r a m showed t h a t t h e 

do m i n a n t d i r e c t i o n was 105 d e g r e e s a z i m u t h , o r s l i g h t l y 

t o t h e e a s t s o u t h e a s t . 

D i p s measured i n our w e l l above b o t h f a u l t s 
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ar e i l l u s t r a t e d on t h e l e f t b o t t o m . D i p s m e a s u r i n g 

f r o m 7 d e g r e e s t o 15 de g r e e s were seen a t a v e r a g e 

a z i m u t h o f 265 de g r e e s a z i m u t h , o r s l i g h t l y s o u t h and 

d i r e c t l y w e s t . 

I n t h e f r a g m e n t o f f o r m a t i o n between t h e two 

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

a t 300 d e g r e e s a z i m u t h and t h e o t h e r a t 330 d e g r e e s 

a z i m u t h . And t h e d i p v a r i e d f r o m 8 d e g r e e s t o 16 

d e g r e e s . 

We were able, t o see t h e f a u l t s w i t h t h e 

F o r m a t i o n M i c r o S c a n n e r . The p r i m a r y f a u l t I saw 

d i p p i n g a t a -- a t 67 t o 85 d e g r e e s a t an a v e r a g e 

a z i m u t h o f 260 d e g r e e s . 

And t h e s e c o n d a r y f a u l t I saw d i p p i n g a t 69 

t o 90 d e g r e e s a t an a z i m u t h -- and t h e s t r i k e o f t h a t 

f a u l t was a t an a z i m u t h o f 220 d e g r e e s . 

The a v e r a g e bed d i p i n t h e r e s e r v o i r b l o c k 

was a p p r o x i m a t e l y 6 d e g r e e s where we measured i t when 

we e n c o u n t e r e d t h e r e s e r v o i r b l o c k . 

And an i l l u s t r a t i o n o f t h a t i s t h e dashed 

l i n e t h a t I show g o i n g t o t h e 100 d e g r e e s -- 105 

de g r e e s e a s t a z i m u t h . 

And I have n o t e d where one m i g h t c o n t o u r 

5910, 5920, 5930, and so f o r t h , and t h a t i s v e r y c l o s e 

t o t h e datum as measured i n t h e Holmstrom w e l l o f minus 
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5956 . 

I have drawn a 1 5 0 - f o o t d i a m e t e r c i r c l e 

a r o u n d t h e Santa Fe w e l l . T hat w o u l d be t h e t o t a l 

m i g r a t i o n o f t h a t w e l l b o r e i f a l l o f t h e d i p s were i n 

one d i r e c t i o n . 

I do n o t b e l i e v e t h a t i t was an a l l - i n - o n e 

d i r e c t i o n i n t h a t i n s t a n c e . I t w o u l d be v e r y s i m i l a r 

t o t h e way t h e o l d P h i l t e x w e l l d i d . I t wandered 

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

somewhat t o t h e w e s t . 

So I w o u l d s u g g e s t t h a t t h e b o t t o m - h o l e 

l o c a t i o n o f t h e Holmstrom w e l l i s somewhat west o f t h e 

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

Q. A n y t h i n g f u r t h e r on E x h i b i t 2? 

A. I c a n n o t t h i n k o f i t u n l e s s t h e Commission 

has some q u e s t i o n s . 

Q. A l l r i g h t , Mr. A h l e n , l e t ' s r e f e r t o what has 

been marked f o r i d e n t i f i c a t i o n as A h l e n E x h i b i t No. 3. 

That i s t h e e x h i b i t t h a t i s on t h e e a s e l , and 

however i t ' s e a s i e s t f o r you t o work w i t h i t — i f you 

want t o work w i t h a n o t h e r copy t h a t I h a v e n ' t messed 

up, t h a t ' s f i n e . 

But I ' d l i k e y ou t o f i r s t i d e n t i f y f o r t h e 

Commission what t h i s i s , how i t ' s c o n s t r u c t e d , and what 

i t ' s i n t e n d e d t o show. 
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A. E x h i b i t No. 3 i s an e n l a r g e m e n t o f a p o r t i o n 

o f E x h i b i t 2. I t i s p r i m a r i l y d e s i g n e d t o show t h e 

r e s e r v o i r c h a r a c t e r i s t i c s and t h o s e t h i n g s t h a t we 

needed t o t a l k a b o u t t o d a y c o n c e r n i n g r e s e r v o i r 

v o l u m e s . 

T h i s s c a l e h e r e i s 1 -- 5 i n c h e s t o 100 f e e t 

r a t h e r t h a n t h e 1 i n c h t o t h e 100 f e e t t h a t we had on 

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

I i l l u s t r a t e t h e w e l l b o r e s w i t h e l e c t r i c 

l o g s . And I have l a i d t h e e l e c t r i c l o g s on t h i s 

c r o s s - s e c t i o n a t a p p r o x i m a t e l y t h e a n g l e t h a t t h e y a r e 

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

I n o t h e r w o r d s , o ur s i d e t r a c k h o l e No. 2 i s 

l a i d i n a t an a n g l e o f 25 d e g r e e s . 

Our s i d e t r a c k h o l e No. 1 i s l a i d i n a t 

a p p r o x i m a t e l y 6 d e g r e e s . 

And I have presumed t h a t t h e r e i s a s l i g h t 

d e v i a t i o n on t h e P h i l t e x w e l l and w i t h i n t h e l i m i t s o f 

t h e d e v i a t i o n s u r v e y on t h e H o l m s t r o m w e l l as w e l l . 

And t h e i n d e x map i s l o c a t e d i n t h e c e n t e r , 

t h e u p p e r c e n t e r , w h i c h Mr. C a r r drew t h e f a t r e d 

1 i n e . 

We a r e l o c a t e d i n S e c t i o n 9 o f 14 S o u t h , 29 

East a g a i n . 

L i n e o f c r o s s - s e c t i o n i s i l l u s t r a t e d on h e r e 
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w i t h a W on t h e l e f t o r w e s t , and an E on t h e r i g h t as 

th e e a s t . And t h e l i n e goes d i r e c t l y t h r o u g h each o f 

th e f o u r w e l l s t h a t a r e p r e s e n t i n t h e a r e a . 

The s e c t i o n t h a t I i l l u s t r a t e t h e f a u l t s w i t h 

a heavy l i n e t h r o u g h t h e c e n t e r o f t h e w e l l ' s l o g a t 

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

one. The p r i m a r y f a u l t i s a t a d e p t h o f 9585. 

Had I shown t h e f a u l t s g o i n g between t h e two 

w e l l s , t h e s e c t i o n t h a t i s m i s s i n g i s l o c a t e d between 

t h e d e p t h 9450 and 9500 i n t h e f i r s t s i d e t r a c k h o l e . 

Second s e c t i o n t h a t i s m i s s i n g i s between 

9600 and 9740 i n t h e f i r s t s i d e t r a c k h o l e . 

None o f t h o s e s e d i m e n t s a r e p r e s e n t i n t h e 

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

a t t h a t p a r t i c u l a r p o i n t . 

And I w i l l show you l a t e r t h e t r a c e s o f t h o s e 

f a u l t s as i l l u s t r a t e d on what i s c a l l e d a F o r m a t i o n 

M i c r o S c a n n e r l o g , w h i c h was r u n by S c h l u m b e r g e r . 

I i l l u s t r a t e our c a s i n g , w h i c h i s s e t on t h e 

b o t t o m o f t h e h o l e . Our p e r f o r a t i o n s a r e a p p r o x i m a t e l y 

13 f e e t t h i c k , 3 f e e t f r o m t h e t o p o f t h e D e v o n i a n 

f o r m a t i o n , down t o 16 f e e t b e l o w t h e t o p o f t h e 

f o r m a t i o n . 

( T h e r e u p o n , A h l e n E x h i b i t No. 3 

was i d e n t i f i e d . ) 
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Q. Those a r e a l l i n d i c a t e d and drawn on --

A. Heavy l i n e s on t h e c r o s s - s e c t i o n , y e s , s i r . 

Q. And on t h e l o g f o r t h e No. 2 s i d e t r a c k ? 

A. Yes, s i r . I a l s o i n d i c a t e on t h e Holmstrom 

w e l l , t h a t l o g , t h e i r c a s i n g was s e t 30 f e e t i n t o t h e 

De v o n i a n f o r m a t i o n , and cement was c i r c u l a t e d . 

And t h e y a r e c o m p l e t e d i n t h e open h o l e below 

t h a t c a s i n g a t a d e p t h -- t o a d e p t h o f -- and I d i d n ' t 

w r i t e i t on h e r e . I w r o t e i t on t h i s one. To a d e p t h 

o f 9758. 

I have i l l u s t r a t e d on h e r e a l s o t h e t o p o f 

t h e D e v o n i a n f o r m a t i o n ; I have c o l o r e d i t b l u e . 

I n b o t h t h e o l d P h i l t e x w e l l , as w e l l as our 

s i d e t r a c k w e l l , t h e o l d P h i l t e x w e l l t e s t e d w a t e r i n 

t h e D e v o n i a n f o r m a t i o n q u i t e near t h e t o p o f t h e 

f o r m a t i o n . 

When we d r i l l e d i n t o t h e D e v o n i a n f o r m a t i o n 

i n t h e f i r s t s i d e t r a c k h o l e , t h e r e were a b s o l u t e l y no 

shows o f o i l and gas i n t h o s e samples. 

And so I show w a t e r t o be p r e s e n t i n t h e 

De v o n i a n f o r m a t i o n i n t h e s i d e t r a c k h o l e No. 2. That 

i s a t a datum o f minus 6,080. 

The H o l m s t r o m w e l l i s p r o d u c i n g o i l down t o a 

datum o f minus 6,013. 

I have e s t i m a t e d t h e o i l - w a t e r c o n t a c t a t 
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a p p r o x i m a t e l y 10 f e e t h i g h e r t h a n h a l f t h e d i s t a n c e 

between p r o v e n w a t e r on t h e e a s t s i d e o f t h e b o u n d i n g 

f a u l t . 

The H o l m s t r o m No. 2 w e l l t h a t i s i l l u s t r a t e d 

on E x h i b i t No. 1 was d r i l l e d i n t o t h e D e v o n i a n 

f o r m a t i o n a t a datum o f minus 6113, and i t d r i l l - s t e m 

t e s t e d w a t e r i n t h e v e r y t o p o f i t . 

Q. And t h a t H o l m s t r o m No. 2 i s l o c a t e d i n t h e 

n o r t h w e s t ? 

A. D i r e c t l y s o u t h o f t h e Holmstrom No. 1 a t one 

l e g a l l o c a t i o n . 

Q. So i t ' s i n t h e n o r t h w e s t o f t h e n o r t h e a s t o f 

16? 

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

Now, s i n c e t h e H o l m s t r o m w e l l i s c u r r e n t l y 

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

month o f F e b r u a r y , I have moved my f o r m e r e s t i m a t e o f 

t h e o i l - w a t e r c o n t a c t f r o m minus 6,075 t o my c u r r e n t 

e s t i m a t e a t minus 6,055. 

And I t h i n k t h a t i s a j u d i c i o u s use o f t h a t 

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

Q. And b o t h w e l l s y o u ' r e u s i n g a r e i n f a c t on 

t h e e a s t s i d e o f t h e f a u l t s ? 

A . Yes, s i r . 

Now, i f I were t o choose t h e h a l f w a y mark 
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between t h e h i g h e s t p r o v e n w a t e r on a l l s i d e s o f t h e 

f a u l t , t h e h a l f w a y mark w o u l d be 7 f e e t h i g h e r t h a n I 

c u r r e n t l y have made t h e e s t i m a t e . 

I have c o l o r e d t h i s i l l u s t r a t i o n a l s o . The 

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

c o n t a c t . 

I m m e d i a t e l y above t h e b l u e i s t h e p r o v e n 

p r o d u c i n g r e s e r v e s , b o t h i n t h e s i d e t r a c k h o l e No. 2 o f 

t h e Deemar and i n t h e Hol m s t r o m w e l l . T hat i s t h e 

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

Q. Th e y ' r e o u t l i n e d i n what a p p e a r s t o be a 

d a r k --

A. A d a r k g r e e n c o l o r , y e s . They a r e o u t l i n e d 

i n a d a r k g r e e n c o l o r . 

They a l s o e x t e n d o f f t h i s c r o s s - s e c t i o n t o 

th e e a s t t o t h e wedge edge where t h e s t r u c t u r e c o n t o u r s 

on t o p o f t h e D e v o n i a n i n t e r s e c t t h e o i l - w a t e r 

c o n t a c t . And t h a t i s s u g g e s t e d by t h e c o l o r s g o i n g o f f 

of t h e i l l u s t r a t i o n . 

T here i s a 3 0 - f o o t s e c t i o n t h a t i s n o t 

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

i n t e r v a l i n t h e Holmstrom w e l l , and i t has n o t been 

p e r f o r a t e d o r t r e a t e d . 

And i t i s p r o v e n r e s e r v e s t h a t a r e n o t y e t 

p r o d u c i n g . 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

1 4 

15 

16 

17 

1 8 

19 

20 

2 1 

22 

23 

2 4 

25 

49 

Q. That i s o u t l i n e d i n what c o l o r ? 

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

Above t h a t i n t h i s i l l u s t r a t i o n i s an 

i n t e r v a l t h a t I w i l l c a l l a t t i c o i l , a t t i c r e s e r v o i r . 

I t i s i n t h e y e l l o w - g r e e n c o l o r . 

I t i s above t h e datum o f t h e H o l m strom w e l l , 

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

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

There i s a l s o a l i g h t y e l l o w i s h - g r e e n c o l o r 

t o t h e west o f our second s i d e t r a c k h o l e . 

F i r s t o f a l l , we p e r f o r a t e d 3 f e e t f r o m t h e 

t o p o f t h e f o r m a t i o n so we have p r o v e d r e s e r v e s t h a t we 

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

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

e x t e n d s r i g h t up t o t h e f a u l t we c a n n o t p r o d u c e 

e i t h e r . 

We w o u l d have t o d r i l l a w e l l r i g h t on t h e 

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

Q. How many f e e t i n t h e H o l m strom No. 1 a r e 

a c t u a l l y b e h i n d - t h e - p i p e , n o t open i n t h e D e v o n i a n 

f o r m a t i o n ? 

A. T h i r t y f e e t . 

Q. Do you have a n y t h i n g f u r t h e r t o add t o 

E x h i b i t No. 3? 

A. I c a n ' t t h i n k o f a n y t h i n g . 
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Q. Mr. A h l e n , w o u l d you now r e f e r t o E x h i b i t No. 

4, a s m a l l e r e x h i b i t --

A. Yes, s i r . 

Q. -- and i d e n t i f y t h e s t r u c t u r e . I d e n t i f y t h i s 

e x h i b i t and t h e i n t e r v a l t h a t i s mapped, p l e a s e . 

A. T h i s i s E x h i b i t No. 4. 

Q. J u s t a m i n u t e . Okay. 

A. E x h i b i t No. 4 i s a De v o n i a n s t r u c t u r e c o n t o u r 

map i n t h e N o r t h K i n g Camp P o o l . 

We a r e , a g a i n , a r e l o o k i n g a t S e c t i o n 9 o f 

1429. The b o r e h o l e s a r e i l l u s t r a t e d t h e r e i n a 

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

P h i l t e x w e l l , t h e b o t t o m - h o l e l o c a t i o n o f t h e s i d e t r a c k 

No. 1, t h e b o t t o m - h o l e l o c a t i o n o f s i d e t r a c k No. 2, and 

t h e s u r f a c e l o c a t i o n o f t h e Holmstrom w e l l . 

On t h i s map I show t h e D e v o n i a n datums i n 

b o l d p r i n t such t h a t t h e o l d P h i l t e x w e l l has a datum 

o f m i n u s 610 5. 

S i d e t r a c k h o l e has a sub-C datum o f 6,080. 

S i d e t r a c k h o l e No. 2 has a sub-C datum o f minus 5901. 

And t h e Holmstrom w e l l has a sub-C datum o f 

minus 5956. 

You w i l l n o t e t h a t we i n t e r s e c t e d t h e t o p o f 

t h e r e s e r v o i r 55 f e e t h i g h t o t h e Holmstrom w e l l . 

I ' v e a l s o n o t e d t h e t o p o f pay i n t h e second 
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s i d e t r a c k h o l e as minus 9504. And t h e t o p o f pay i n 

t h e H o l m s t r o m w e l l , c u r r e n t l y p r o d u c i n g pay, I w o u l d 

need t o add, minus 5986. 

That c o n s i d e r s t h e 30 f e e t o f c a s i n g t h a t i s 

s e t i n t o t h e t o p o f D e v o n i a n . 

I have a l s o shown on t h i s i l l u s t r a t i o n t h e 

o i l - w a t e r c o n t a c t a t a datum o f minus 6,055. And t h a t 

i s my b e s t e s t i m a t e as t o t h e l o c a t i o n o f t h e o i l - w a t e r 

c o n t a c t . 

I show t h e d i p as measured by t h e l o g s t h a t 

was used i n c o n t o u r i n g t h i s map on t h e f a u l t b l o c k as 6 

de g r e e s a t 105 d e g r e e s a z i m u t h . 

I show t h e d i p g o i n g west as 8 d e g r e e s a t 265 

de g r e e s a z i m u t h . 

I show t h e d i p and t h e s t r i k e d i r e c t i o n s o f 

t h e p r i m a r y f a u l t t o be 260 de g r e e s measured a t t h e 

w e l l b o r e f o r t h e p r i m a r y f a u l t . 

And I am -- and t h e s e c o n d a r y f a u l t has an 

a z i m u t h -- t h e d i p has an a z i m u t h o f 220 d e g r e e s . 

( T h e r e u p o n , A h l e n E x h i b i t No. 4 

was i d e n t i f i e d . ) 

Q. Mr. A h l e n , i f I l o o k a t y o u r i n t e r p r e t a t i o n , 

t h e N o r t h K i n g Camp D e v o n i a n P o o l l i e s between t h e 

f a u l t d e p i c t e d on t h i s e x h i b i t on t h e west and t h e 

o i l - w a t e r c o n t a c t on t h e e a s t ; i s t h a t c o r r e c t ? 
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A. That i s c o r r e c t . 

Q. Based on y o u r i n t e r p r e t a t i o n , i s t h e r e any 

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

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

A. No, s i r . 

Q. Would you i d e n t i f y what has been marked as 

y o u r E x h i b i t No. 5, p l e a s e . 

A. Yes, s i r . E x h i b i t No. 5 i s a Sur v e y 

C e r t i f i c a t i o n Sheet on t o p f r o m Eastman C h r i s t e n s e n , 

w h i c h c e r t i f i e s t h a t Mr. Tim St e p h e n s , who i s an 

employee o f Eastman C h r i s t e n s e n Company, d i d on June 

23, 1989, do a s u r v e y o f t h e b o r e h o l e . 

And he c e r t i f i e s t h a t t h e c a l c u l a t i o n s were 

o b t a i n e d and p e r f o r m e d by him a c c o r d i n g t o s t a n d a r d s 

and p r o c e d u r e s as s e t f o r t h by Eastman C h r i s t e n s e n , 

I n c . , and i s t r u e and c o r r e c t t o t h e b e s t o f h i s 

k n o w l e d g e . 

( T h e r e u p o n , A h l e n E x h i b i t No. 5 

was i d e n t i f i e d . ) 

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

r e c e i v e d f r o m Eastman on t h e s i d e t r a c k i n g o f Deemar No. 

1 w e l l ? 

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

Q. Okay. And i s t h i s t h e s t a n d a r d s u r v e y t h a t 

you w o u l d r e c e i v e f r o m t h e a c t u a l — t h e company t h a t 
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a c t u a l l y d i d t h e d r i l l i n g f o r you or t h e s u r v e y i n g f o r 

you? 

A. Yes, i t i s t h a t t y p e o f a s u r v e y . 

Q. What does t h i s c o n f i r m ? 

A. I t was used i n c o n s t r u c t i n g my E x h i b i t No. 2 

and E x h i b i t No. 3. And i t g i v e s t h e e x a c t l o c a t i o n o f 

th e b o r e h o l e , t h e g e o m e t r y o f t h e b o r e h o l e . 

Q. And i s t h i s i n f o r m a t i o n t h a t you have 

u t i l i z e d i n p r e p a r i n g p r i o r e x h i b i t s ? 

A. Yes, s i r . 

Q. I s t h e r e a n y t h i n g e l s e you want t o r e v i e w 

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

A. Yes. I ' d l i k e t o r e v i e w some o f t h e t h i n g s 

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

I f y o u ' l l t u r n t o t h e t h i r d page, t h i s 

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

s i d e t r a c k h o l e f r o m t h e p o i n t where t h e h o l e was k i c k e d 

o f f a t a p p r o x i m a t e l y 7900 f e e t t o i t s t o t a l d e p t h . 

And l e t me e x p l a i n t h e c h a r t i n d e t a i l t h e n 

we won't have t o do i t anymore. 

On t h e f a r l e f t i s a column t h a t shows t h e 

measured d e p t h a t w h i c h t h e s e p a r a m e t e r s were 

d e t e r m i n e d . 

The second column i s t h e d r i f t a n g l e . T h i r d 

column i s t h e d r i f t d i r e c t i o n . T h i r d column i s t h e 
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c o u r s e l e n g t h ; t h a t ' s t h e d i s t a n c e between d i f f e r e n t 

d e t e r m i n a t i o n s . 

The n e x t column i s t r u e v e r t i c a l d e p t h , and 

one can compare t r u e v e r t i c a l d e p t h v e r s u s measured 

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

The n e x t two columns a r e t h e r e c t a n g u l a r 

c o o r d i n a t e s g i v i n g t h e d i r e c t i o n s f r o m t h e s u r f a c e 

l o c a t i o n o f t h e Deemar. 

The t h i r d column i s -- t h e l a s t column on t h e 

ex t r e m e r i g h t i s t h e d o g l e g s e v e r i t y . 

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

r e c o r d e d f i g u r e a t 9899 f e e t measured d e p t h , t h e t r u e 

v e r t i c a l d e p t h was 9874.16 f e e t , or a p p r o x i m a t e l y 15 

f e e t s h a l l o w e r . 

And t h e r e c t a n g u l a r c o o r d i n a t e s were 34.71 

f e e t n o r t h and 352.83 f e e t e a s t o f t h e s u r f a c e 

l o c a t i o n . 

That 1 s where I have l o c a t e d on our maps and 

t h e i l l u s t r a t i o n c r o s s - s e c t i o n s and maps. 

The n e x t s h e e t s t a r t s f r o m t h e s u r f a c e o f t h e 

g r o u n d , and i n 1 0 0 - f o o t i n t e r v a l s i t g i v e s measured 

d e p t h and a l l o f t h e i n f o r m a t i o n t h a t I have p r e v i o u s l y 

d i s c u s s e d . 

I ' d l i k e t o go t o t h e l a s t page o f t h a t and 

summarize our l o c a t i o n . 
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The l a s t s u r v e y t a k e n a t a d e p t h o f 9739 

measured d e p t h was a t a t r u e v e r t i c a l d e p t h o f 9,649.47 

f e e t , a p p r o x i m a t e l y 90 f e e t h i g h e r d a t u m - w i s e , a t a 

l o c a t i o n t h a t was 26.69 f e e t s o u t h and 577.57 f e e t e a s t 

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

The method o f c a l c u l a t i o n f o r Eastman 

C h r i s t e n s e n i s u t i l i z a t i o n o f t h e r a d i u s o f c u r v a t u r e 

method f o r d e t e r m i n i n g t h e i r p o s i t i o n . 

Q. Mr. A h l e n , w o u l d you now r e f e r t o what has 

been marked as y o u r E x h i b i t No. 6 and i d e n t i f y t h i s , 

p l e a s e . 

A. E x h i b i t No. 6 i s a p u b l i c a t i o n by 

Sc h l u m b e r g e r O i l W e l l S u r v e y i n g C o r p o r a t i o n . 

I t i s a r e p r i n t f r o m The T e c h n i c a l Review, an 

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

1989 . 

I am u s i n g t h i s a d v e r t i s e m e n t as an 

i l l u s t r a t i o n o f what a F o r m a t i o n M i c r o S c a n n e r can do. 

I t i s a c t u a l l y a downhole o r a b o r e h o l e 

i m a g i n g s y s t e m t h a t a l l o w s you t o g e t a much b e t t e r 

p i c t u r e o f what i s g o i n g on i n t h e s u b s u r f a c e . 

( T h e r e u p o n , A h l e n E x h i b i t No. 6 

was marked f o r i d e n t i f i c a t i o n . ) 

Q. I f you go t o t h e c e n t e r s e c t i o n o f t h a t and 

t h e n j u s t e x p l a i n t o t h e Commission b a s i c a l l y what a 
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F o r m a t i o n M i c r o S c a n n e r i s and how i t w o r k s . 

A. Yes, s i r . F i r s t page i s a c t u a l l y numbered 

No. 16, a p p a r e n t l y i t was page 16 i n The T e c h n i c a l 

Review. 

On t h e l e f t - h a n d page i l l u s t r a t e s two 

d i f f e r e n t t y p e s o f pads t h a t a r e used f o r t h e F o r m a t i o n 

M i c r o S c a n n e r . 

Those l i t t l e d o t s t h a t you see t h e r e a r e 

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

C u r r e n t i s measured between t h o s e s p o t s on a 

l a r g e m e t a l l i c pad on a c a l i p e r arm t h a t i s p r e s s e d 

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

Those d o t s a r e a p p r o x i m a t e l y 3/8 o f an i n c h 

a c r o s s . They make a m u l t i t u d e o f e l e c t r i c a l 

measurements between each o f t h e — each o f t h e d o t s o r 

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

The t o o l i t s e l f c o n s i s t s o f f o u r c a l i p e r arms 

w i t h f o u r o f t h e s e t o o l s a t t a c h e d t o them t h a t a r e 

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

These c a l i p e r arms g i v e you a c a l i p e r o f t h e 

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

made. They a l s o measure t h e e l e c t r i c a l r e s i s t i v i t y o f 

t h e beds i n m i n u t e d e t a i l . 

A l l o f t h i s i s r e c o r d e d on m a g n e t i c t a p e and 

s e n t t o t h e S c h l u m b e r g e r l a b o r a t o r y where i t i s p u t on 
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t h e c o m p u t e r . 

And images a r e g e n e r a t e d such t h a t you can 

see t h e image o f t h e b o r e h o l e i m m e d i a t e l y a d j a c e n t t o 

t h e s e pads. 

The c o v e r a g e o f b o r e h o l e i s a p p r o x i m a t e l y 40 

t o 45 p e r c e n t o f t h e s u r f a c e o f t h e b o r e h o l e t h a t ' s 

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

And on t h e n e x t page you can see an 

i l l u s t r a t i o n o f what m i g h t be seen o f t h e b o r e h o l e . 

The a l t e r n a t e bands o f d a r k and l i g h t a r e a c t u a l l y 

beds . 

Now, t h e r e a r e b e t t e r i l l u s t r a t i o n s . The 

n e x t page, on page No. 19, t h e p r e s e n t a t i o n i s a c t u a l l y 

i n c o l o r . 

The eye i s much b e t t e r a b l e t o d i s c r i m i n a t e 

c o l o r s t h a n i t i s b l a c k and w h i t e . And so t h e 

p r e s e n t a t i o n i s p u t up i n c o l o r on a c o l o r TV s c r e e n , 

and t h e g e o l o g i s t and t h e S c h l u m b e r g e r e n g i n e e r 

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

I n t h e i l l u s t r a t i o n shown h e r e on page 19 i n 

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

g e o l o g i s t o r any k n o w l e d g e a b l e t e c h n i c i a n t o p i c k bed 

boundar i e s . 

The o p e r a t o r uses a c u r s o r , p l a c e s a mark on 

each o f t h e bed b o u n d a r i e s t h a t he d e c i d e s a r e 
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d e f i n i t i v e i n i n t e r p r e t i n g t h e s t r u c t u r e i n an a r e a . 

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

and d i p amount and d i r e c t i o n i s computed by t h e 

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

And one can make t h e i n t e r p r e t a t i o n , make t h e 

c a l c u l a t i o n s i n a r e l a t i v e l y s h o r t p e r i o d . And you can 

make a s i g n i f i c a n t number o f c a l c u l a t i o n s i n a v e r y 

s h o r t p e r i o d o f t i m e . 

T h i s s y s t e m was u t i l i z e d i n a r r i v i n g a t t h e 

r e s e r v o i r p a r a m e t e r s we have i n t h i s w e l l . 

Q. Now, Mr. A h l e n , i f y o u ' l l go t o E x h i b i t No. 

7, t h i s i s a s e t o f p l o t s o r e x h i b i t s t h a t a r e p r e p a r e d 

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

The eye, you s t a t e d , i s more a t t u n e d t o 

c o l o r . These a r e i n b l a c k i n w h i t e . There i s one 

c o l o r s e t . Has t h a t been p r o v i d e d t o t h e Commission? 

A. Does anyone have a c o l o r s e t ? 

Q. No. I t ' s i n my b r i e f c a s e . 

A. I do n o t have them h e r e i n my b r i e f c a s e . 

MR. CARR: May i t p l e a s e t h e Commission, 

f o l l o w i n g t h e h e a r i n g -- we do have t h e o r i g i n a l c o l o r 

s e t s o f each o f t h e s e -- and we w i l l make them 

a v a i l a b l e t o t h e Commission. 

Q. (BY MR. CARR) U t i l i z i n g t h e b l a c k and w h i t e 

c o p i e s , Mr. A h l e n , w o u l d you f i r s t i d e n t i f y E x h i b i t No. 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

1 5 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

59 

7, and t h e n i f we c o u l d s o r t o f q u i c k l y go t h r o u g h 

t h e s e and e x p l a i n t o t h e Commission how t h e y were 

u t i l i z e d and what t h e y showed? 

A. Yes, s i r . My E x h i b i t No. 7 c o n s i s t s o f f i v e 

pages. They a r e Xerox c o p i e s o f t h e c o l o r e d 

i l l u s t r a t i o n s t h a t a r e p r o v i d e d by S c h l u m b e r g e r . 

The one on t o p i s t h e F o r m a t i o n M i c r o S c a n n e r 

i l l u s t r a t i o n a t t h e t o p o f t h e D e v o n i a n f o r m a t i o n and 

t h e b o t t o m o f t h e Woodford s h a l e f o r m a t i o n . 

You w i l l n o t e t h e p l a c e s t h a t I have p i c k e d 

t h e d i p and s t r i k e and t h e c o r r e l a t i o n s t h a t I have 

u t i l i z e d i n a r r i v i n g a t t h e d i p and s t r i k e numbers. 

The t o p o f t h e D e v o n i a n f o r m a t i o n i s a c t u a l l y 

a t a d e p t h o f 9715. 

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

th e h i g h l y r e s i s t i v e p a r t o f t h e D e v o n i a n f o r m a t i o n . 

The d a r k s p o t s a r e t h e c o n d u c t i v e o r low 

r e s i s t i v i t y p a r t s o f Woodford s h a l e . You can see t h a t 

t h e W oodford s h a l e i s v e r y t h i n l y bedded. 

And I have p i c k e d t o p s and b o t t o m s o f h a r d 

r e s e r v o i r members -- excuse me -- o f h a r d and s o f t 

f o r m a t i o n members. 

Y o u ' l l n o t e t h a t t h e d i p , t h e amount o f d i p 

i s v a r i a b l e on t h e r e , and I have chosen 6 d e g r e e s t o be 

t h e a v e r a g e d i p o f a l l o f t h o s e i n d i v i d u a l segments. 
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There i s a f r e q u e n c y d i a g r a m on t h e r i g h t . 

The d i r e c t i o n o f t h e most f r e q u e n t d i p i s 105 d e g r e e s . 

The second i l l u s t r a t i o n i s f r o m above t h e two 

f a u l t s . You can see where I p i c k e d t h e d i p segments 

t h e r e . 

You can see t h e amount o f t h e d i p , and you 

can see t h e a z i m u t h a t each one o f t h o s e and t h e 

f r e q u e n c y d i a g r a m t h a t i l l u s t r a t e s t h e most f r e q u e n t 

d i r e c t i o n o f d i p b e i n g 265 d e g r e e s , a l m o s t w e s t . 

The t h i r d page i s an i l l u s t r a t i o n o f t h e beds 

between t h e two f a u l t s . You can see t h a t t h e d i p a n g l e 

i s v a r i a b l e t h e r e , a l l t h e way f r o m 8 d e g r e e s t o a 

maximum o f 16 d e g r e e s . 

You can see t h a t t h e f r e q u e n c y d i a g r a m shows 

i t t o be s l i g h t l y b i m o d a l i n t h a t t h e r e a r e two most 

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

The n e x t i l l u s t r a t i o n i s t h e p r i m a r y f a u l t 

zone. T h i s i s t h e main f a u l t zone. 

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

c o r r e l a t i o n s t h e r e : one a t 68; one a t 79; and one a t 

85 d e g r e e s d i p a t an a z i m u t h o f 243 d e g r e e s , 237, and 

2 8 8 d e g r e e s . 

The most f r e q u e n t d i r e c t i o n i s a p p r o x i m a t e l y 

250 d e g r e e s . I have chosen 260 as a compromise between 

t h e t h r e e . 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

2 2 

23 

24 

25 

61 

The l a s t page shows f o u r f r a c t u r e s i n t h e 

upper f r a c t u r e . The a n g l e o f d i p i s 86, 89, 69, and 90 

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

d i r e c t i o n i s 2 2 1 , 218, 182, and 220. 

That i s — t h a t d i r e c t i o n i s q u i t e w e l l 

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

( T h e r e u p o n , A h l e n E x h i b i t No. 7 

was i d e n t i f i e d . ) 

Q. Mr. A h l e n , how was t h a t i n f o r m a t i o n u t i l i z e d 

by you? 

A. I u t i l i z e d a l l o f t h e i n f o r m a t i o n t h a t I have 

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

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

Q. How w o u l d you c h a r a c t e r i z e t h e e x t e n t o f t h e 

d a t a t h a t i s a v a i l a b l e on t h i s p o o l ? 

A. We have s i g n i f i c a n t l y g r e a t e r i n f o r m a t i o n , 

h i g h e r q u a l i t y i n f o r m a t i o n a v a i l a b l e now t h a n we had 

t h e p r e v i o u s h e a r i n g s , p r i m a r i l y because we've d r i l l e d 

two h o l e s . 

We have good b o r e h o l e d a t a t h a t i s o b j e c t i v e 

i n n a t u r e , and I have a p p l i e d i t i n what I f e e l i s a 

c o n s e r v a t i v e manner t o make an i n t e r p r e t a t i o n . 

Q. I n y o u r o p i n i o n , do you have s u f f i c i e n t 

i n f o r m a t i o n t o make an a c c u r a t e i n t e r p r e t a t i o n o f t h i s 

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

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

1 3 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

62 

g e o l o g y ? 

A. Yes, s i r , I have c o n s i d e r a b l y more d a t a 

a v a i l a b l e t o me h e r e t h a n I have had i n many p r o j e c t s 

i n t h e p a s t . 

Q. What b a s i c c o n c l u s i o n s have you r e a c h e d based 

on y o u r s t u d y o f t h i s p o o l ? 

A. I have r e a c h e d a c o n c l u s i o n t h a t S t e v e n s a t L 

have c o n s i d e r a b l e r e s e r v e s on t h e i r p a r t o f t h e 

r e s e r v o i r . 

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

a p p l i c a t i o n i n each o f t h e two cases t h a t we have 

c o n s o l i d a t e d , t h e one f o r C u r r y and T h o r n t o n , t h e o t h e r 

f o r S t e v e n s — w i l l g r a n t i n g t h o s e a p p l i c a t i o n s be i n 

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

wast e and 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, s i r , i t w i l l . 

Q. W i l l C u r r y and T h o r n t o n a l s o c a l l e n g i n e e r i n g 

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

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

A. Yes, s i r , 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 3 p r e p a r e d by you? 

A. 1 t h r o u g h 7 were p r e p a r e d by me. 

Q. 4 t h r o u g h 7 o f t h o s e e x h i b i t s a r e m a t e r i a l s 

t h a t were p r e p a r e d by s e r v i c e companies employed by you 

and w i t h whom you work? 
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A. Yes, s i r . 

MR. CARR: At t h i s t i m e , may i t p l e a s e t h e 

Commission, we w i l l o f f e r i n t o e v i d e n c e Mr. A h l e n ' s 

E x h i b i t s 1 t h r o u g h 7. 

(T h e r e u p o n , A h l e n E x h i b i t s 1-7 

were o f f e r e d i n t o e v i d e n c e . ) 

MR. LeMAY: W i t h o u t o b j e c t i o n E x h i b i t s 1 

t h r o u g h 7 w i l l be a d m i t t e d i n t o e v i d e n c e . 

( T h e r e u p o n , A h l e n E x h i b i t 1-7 

were a d m i t t e d i n t o e v i d e n c e . ) 

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

e x a m i n a t i o n o f Mr. A h l e n . 

MR. LeMAY: We w i l l t a k e a 1 5 - m i n u t e b r e a k . 

Be back a t q u a r t e r t o 11:00. 

Do you have y o u r c r o s s e s c o o r d i n a t e d , o r a r e 

each one o f you g o i n g t o t a k e a s h o t a t i t ? 

MR. KELLAHIN: Mr. Chairman, we've n e v e r 

c o o r d i n a t e d a n y t h i n g i n our l i v e s . I d o n ' t s u s p e c t we 

can s t a r t t h a t now. 

(T h e r e u p o n , a r e c e s s was t a k e n . ) 

MR. LeMAY: We s h a l l r e c o n v e n e . 

Remind t h e w i t n e s s he i s s t i l l u nder o a t h . 

You're t h r o u g h w i t h t h e w i t n e s s , Mr. C a r r ? 

MR. CARR: Yes, I am. 

MR. LeMAY: Mr. P a d i l l a , y o u r t u r n . 
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CROSS-EXAMINATION 

BY MR. PADILLA: 

Q. Mr. A h l e n , l e t ' s , f i r s t o f a l l , t u r n t o y o u r 

E x h i b i t No. 2, i f you w o u l d , p l e a s e . 

A. Yes, s i r . 

Q. You t e s t i f i e d , Mr. A h l e n , o f t h e number o f 

d i s t a n c e s . As I u n d e r s t a n d , you've o n l y t e s t i f i e d 

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

w e l l b o r e t o t h e a c t u a l b o t t o m - h o l e l o c a t i o n t h a t was 

e n c o u n t e r e d i n t h e second w h i p s t o c k ; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. I n t h i s E x h i b i t No. 2, can you t e l l us what 

t h e d i s t a n c e , h o r i z o n t a l d i s t a n c e , between t h e H o n o l u l u 

v e r t i c a l w e l l b o r e and t h e f i r s t b o t t o m - h o l e l o c a t i o n ? 

A. W e l l , f i r s t o f a l l , one has t o presume t h e 

l o c a t i o n o f t h e o l d P h i l t e x h o l e . I made t h e 

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

s u r v e y a t a p p r o x i m a t e l y 7800 f e e t . 

T h a t ' s p r o b a b l y i n e r r o r . 

Q. I f i t w o u l d s w i n g , where w o u l d i t s w i n g , 

t o w a r d s t h e -- t o w a r d t h e f a u l t o r away f r o m t h e f a u l t ? 

A. I t w o u l d c o n t i n u e i n an e a s t n o r t h e a s t e r l y 

d i r e c t i o n , as i n d i c a t e d by my map on t h e l o w e r l e f t o f 

t h i s i l l u s t r a t i o n . 

Q. What's y o u r i n f o r m a t i o n as t o where t h a t 
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a c t u a l b o t t o m - h o l e l o c a t i o n on t h e v e r t i c a l h o l e i s ? 

A. I have no such i n f o r m a t i o n because no one has 

ev e r measured t h e b o t t o m o f t h e P h i l t e x h o l e . 

Q. I n r e l a t i o n t o t h e p r o p e r t y l i n e , do you know 

what t h e d i s t a n c e between t h e p r o p e r t y l i n e and t h e 

second w h i p s t o c k i s ? 

A. Yes, s i r . 

Q. Which w h i p s t o c k ? 

A. The f i r s t w h i p s t o c k . One can c o u n t i t o f f i n 

s q u a r e s . T h a t ' s why I p u t i t on g r a p h p a p e r . 

The l a r g e s q u a r e s a r e 100 f e e t ; t h e s m a l l 

s q u a r e s a r e 10 f e e t . So I w i l l c o u n t t h a t f o r y o u , i f 

you w o u l d l i k e me t o . 

Q. Okay. 

A. Okay. T h e r e ' s 9 i n t h a t f i r s t p o r t i o n g o i n g 

west f r o m t h e p r o p e r t y l i n e , 90 f e e t . And 190 f e e t , 

290 f e e t , 300 f e e t . 

We a r e a p p r o x i m a t e l y 300 f e e t f r o m t h e 

p r o p e r t y l i n e i n t h e f i r s t s i d e t r a c k h o l e . We were 

a i m i n g a t 330 f e e t , b u t we m i s s e d i t . 

Q. And on t h e second w h i p s t o c k , what i s t h e 

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

b o t t o m - h o l e l o c a t i o n ? 

A. From t h e b o t t o m o f t h e h o l e o r t o t h e t o p o f 

f o r m a t i o n ? 
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Q. From t h e b o t t o m o f t h e h o l e . 

A. From t h e b o t t o m o f t h e h o l e , i t i s 10, 20, 

30, 40, 50, 60, a p p r o x i m a t e l y 65 t o 70 f e e t . 

Q. How does t h a t v a r y f r o m t h e s t a n d a r d l o c a t i o n 

o f 660 f e e t f r o m t h e p r o p e r t y l i n e ? What i s t h e 

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

a c t u a l b o t t o m - h o l e l o c a t i o n ? 

A. You mean t h e p e r c e n t a g e o f 60 t o 660? 

Q. Yes, s i r . 

A. That i s a b o u t 10 p e r c e n t . 

Q. And t h e d e v i a t i o n f r o m a s t a n d a r d l o c a t i o n i s 

abo u t 90 p e r c e n t t h e n ? 

A. I f t h a t ' s what y o u ' r e i n t e r e s t e d i n . 

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

s t r u c t u r e does t h e b o t t o m - h o l e l o c a t i o n on t h e second 

w h i p s t o c k , t h e a c t u a l w e l l t h a t you have now, i n te r m s 

o f s t r u c t u r e ? 

A. I d o n ' t u n d e r s t a n d t h a t q u e s t i o n , s i r . 

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

t h e D e v o n i a n f o r m a t i o n , how i s t h i s w e l l a b l e t o 

r e c o v e r t h e f a i r and e q u i t a b l e s h a r e o f h y d r o c a r b o n s 

f o r C u r r y and T h o r n t o n and Ste v e n s ? 

A. Okay. The D e v o n i a n f o r m a t i o n t h a t was 

p e n e t r a t e d as p o r o s i t y i n t h e upper -- w e l l , t h r o u g h o u t 

t h e 40 f e e t o f p e n e t r a t i o n , t h e r e i s good p o r o s i t y 
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s t a r t i n g 3 f e e t f r o m t h e t o p t o a p p r o x i m a t e l y 15 f e e t 

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

Then t h e r e ' s a n o t h e r zone o f p o r o s i t y t h a t we 

d i d n o t p e r f o r a t e t h a t ' s i n t h e l o w e r p a r t o f t h e h o l e 

t h a t was p e n e t r a t e d . 

Q. How f a r down d i d you go beyond t h e a c t u a l 

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

A. We d r i l l e d 40 f e e t i n t o t h e D e v o n i a n 

f o r m a t i o n i n t h e h o l e , and we s e t c a s i n g on b o t t o m . 

So t h e b o t t o m o f t h e h o l e i s a p p r o x i m a t e l y 25 

f e e t deeper t h a n we p e r f o r a t e d . 

Q. You say you have good p o r o s i t y i n t h i s , i n 

t h e p e r f o r a t i o n s ; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. Now, g o i n g t o y o u r E x h i b i t No. 4, i s t h i s No. 

4? 

A. Yes, s i r , i t ' s -- no. I t ' s No. 3. 

Q. How w i l l t h a t b o t t o m - h o l e p e r f o r a t i o n o f t h e 

w e l l e n a b l e S t e v e n s t o r e c o v e r o i l i n what you c a l l t h e 

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

Santa Fe p r o p e r t y l i n e ? 

A. P e n e t r a t i o n o f t h e b u l l e t s i s l e s s t h a n a 

f o o t , and so our p e n e t r a t i o n w i l l go w i t h i n a f o o t p l u s 

w h a t e v e r a c i d t r e a t m e n t . I s t h a t what y o u ' r e a s k i n g ? 

Q. Yes, s i r . 
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A. Okay. And t h a t w i l l a l l o w us t o p r o d u c e t h e 

o i l t h a t ' s i n t h e v i c i n i t y o f t h e w e l l b o r e . 

Q. How f a r away f r o m t h e w e l l b o r e w i l l you 

d r a i n ? Do you have any i d e a ? 

A. We c o u l d d r a i n t h e w h ole r e s e r v o i r w i t h t h a t 

one w e l l j u s t as t h e H o l m s trom w e l l c o u l d d r a i n t h e 

whole r e s e r v o i r w i t h one w e l l . 

Q. And y o u ' r e s a y i n g t h e p o r o s i t y and 

p e r m e a b i l i t y i s good enough t o do t h a t ? 

A. B o t h w e l l s have t h a t c a p a b i l i t y . 

Q. And y o u ' r e s a y i n g t h a t — w e l l , you c o u l d 

a c t u a l l y r u n an i n t e r f e r e n c e t e s t and have some 

r e a c t i o n i f you c o n d u c t e d t e s t s between t h e two w e l l s ? 

A. No. I t h i n k S a n t a Fe a t t e m p t e d t o do t h a t 

and i l l u s t r a t e t h a t i n t h e f i r s t h e a r i n g , and i t was 

s a i d t h a t no b a r r i e r s were f o u n d w i t h i n 660 f e e t --

excuse me — o v e r 1,000 f e e t . 

And t h a t was i n e r r o r because t h e f a u l t t h a t 

we have i d e n t i f i e d i s l e s s t h a n t h a t d i s t a n c e . 

Q. And a t t h a t t i m e Santa Fe was p r o j e c t i n g t h e 

f a u l t t o be f u r t h e r t o t h e w e s t ; i s n ' t t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. And you , y o u r s e l f , p r o j e c t e d t h a t w e l l — 

t h a t f a u l t t o be f u r t h e r t o t h e west --

A. Yes, s i r . 
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Q. -- when you t e s t i f i e d b e f o r e ? 

A. I c e r t a i n l y d i d b e f o r e on t h e b a s i s o f 

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

Q. Have you c o n d u c t e d any f u r t h e r s e i s m i c t e s t 

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

t o t h e i m a g i n g d a t a you had t h a t you p r e s e n t e d b e f o r e ? 

A. We c o n d u c t e d a s e i s m i c s u r v e y t h a t r a n 

e a s t - w e s t a c r o s s our p r o p e r t y , y e s , s i r , b e f o r e we 

d r i l l e d t h e w e l l . 

Q. And d i d you p r e s e n t any o f t h a t d a t a h e r e 

t o d a y ? 

A. I d i d n o t . 

Q. What d i d t h a t d a t a show? 

A. I t showed a s e i s m i c p i c t u r e . I t showed a 

s t r u c t u r a l anomaly between w h i c h was o c c u p i e d by t h e 

l o c a t i o n o f t h e H o l m s t r o m w e l l , as w e l l as t e r m i n a t i n g 

v e r y c l o s e t o t h e o l d Deemar w e l l . 

And our s e i s m o l o g i s t i n t e r p r e t e d a f a u l t t h a t 

was l o c a t e d a p p r o x i m a t e l y 100 t o 200 f e e t t o t h e e a s t 

o f t h e o l d P h i l t e x w e l l . 

Q. Was t h a t s e i s m i c d a t a used t o d r i l l t h e f i r s t 

w h i p s t o c k ? 

A. Yes, s i r . 

Q. And t h a t s e i s m i c d a t a was i n a c c u r a t e ? 

A. That i s what I am s a y i n g , y e s , s i r . 
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Q. You r e a l l y d i d n ' t know t h e l o c a t i o n o f t h e 

f a u l t t h a t you a c t u a l l y d r i l l e d ? 

A. That i s a b s o l u t e l y c o r r e c t . 

Q. When you were d r i l l i n g t h e second w h i p s t o c k , 

you t e s t i f i e d t h a t you asked p e r m i s s i o n f r o m t h e O i l 

C o n s e r v a t i o n D i v i s i o n t o go t h r o u g h t h a t f a u l t ? 

Yes, s i r . 

Who d i d you ask? 

The Commission. 

Mr. LeMay? 

Yes, s i r . I d i d n o t p e r s o n a l l y ; t h e o p e r a t o r 

A 

Q 

A 

Q 

A 

d i d . 

Q. And --

A. The Commission was k e p t i n f o r m e d a t a l l t i m e s 

as t o what we were d o i n g and how we were d o i n g i t . 

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

d r i l l i n g p e r m i s s i o n t h a t you had, you were g o i n g t o 

b o t t o m - h o l e i t a p p r o x i m a t e l y 165 f e e t f r o m t h e p r o p e r t y 

l i n e , were you n o t ? 

A. Yes, s i r , t h a t was t h e f i r s t h e a r i n g . Our 

s u r f a c e l o c a t i o n , 165 f e e t s t r a i g h t down, r i g h t . 

Q. But i n r e q u e s t i n g a d i r e c t i o n a l d r i l l i n g 

p e r m i s s i o n , you a c t u a l l y were b a s i n g y o u r r e q u e s t f o r 

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

b o t t o m - h o l e a t 165 f e e t f r o m t h e p r o p e r t y l i n e ? 
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A. We made p r o v i s i o n f o r i n a c c u r a c y i n t h e 

s e i s m i c s u r v e y s . 

Q . I s a i d a p p r o x i m a t e . 

A. Yes, s i r . 

Q. Now, when you t a k e t h i s i m a g i n g i n f o r m a t i o n , 

t h a t o n l y r e a d s w hat's i n s i d e t h e b u l l h o r n , i n s i d e t h e 

w e l l b o r e ; i s n ' t t h a t t r u e ? 

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

Q. How f a r beyond t h e w e l l b o r e , i f any, does 

t h i s i m a g i n g i n f o r m a t i o n go? 

A. I t ' s an e x t r a p o l a t i o n no m a t t e r w h i c h way you 

do i t , d e p e n d i n g upon w h e t h e r y o u ' r e t a l k i n g a b o u t bed 

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

a z i m u t h o f t h e f r a c t u r e s . 

You're o n l y r e a d i n g t h e b o r e h o l e , b u t i t i s a 

good s c i e n t i f i c method o f e x t r a p o l a t i n g known d a t a . 

You p r o j e c t i t t o y o u r p e r s o n a l l i m i t o f what 

you t h i n k i s an a c c e p t a b l e e x t r a p o l a t i o n . 

Q. L e t me see --

A. To do o t h e r w i s e w o u l d be r a t h e r c a p r i c i o u s . 

Q. I s n ' t i t c a p r i c i o u s n o t t o use o t h e r 

w e l l b o r e s t o a c t u a l l y c o r r o b o r a t e y o u r w e l l d a t a t o 

a c t u a l l y c o n f i r m y o u r p i c t u r e as you've drawn, say, on 

y o u r E x h i b i t No. 4? 

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

Are you s u g g e s t i n g t h a t I d i d n o t ? 

Q. Yes, s i r , I am. You o n l y used one w e l l b o r e ; 

i s n ' t t h a t c o r r e c t ? 

A. There i s o n l y one w e l l b o r e t h a t p e n e t r a t e d 

t h e f a u l t . 

Q. So t h a t i n c r e a s e s t h e judgment c a l l t h a t you 

had by u s i n g o n l y one t h a t you a c t u a l l y made. 

Your i n t e r p r e t a t i o n i s n o t c o r r o b o r a t e d by 

any o t h e r d a t a o t h e r t h a n what you a c t u a l l y f o u n d 

i n s i d e t h a t w e l l b o r e ; i s n ' t t h a t t r u e ? 

A. I t ' s c o r r o b o r a t e d by an i n f i n i t e number o f 

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

Q. But i t ' s c o n f i n e d t o what i s a c t u a l l y i n s i d e 

a s i n g l e w e l l b o r e i s what I'm a s k i n g you. 

A. Okay. But i t ' s s u p p l e m e n t e d by t h e o t h e r 

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

Q. Which o t h e r h o l e s , Mr. --

A. The Ho l m s t r o m w e l l , t h e f i r s t s i d e t r a c k h o l e , 

t h e P h i l t e x w e l l , as w e l l as t h e Holmstrom No. 2 w e l l . 

Q. Are you s a y i n g --

A. A l l o f t h e d a t a had been i n t e g r a t e d u t i l i z i n g 

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

t o p s . 

Q. You a c t u a l l y used t h e -- d i d you r e e n t e r 
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H o l m s t rom No. 2 t o scan , t o p u t t h i s t o o l down t h e 

Holm s t r o m No. 2 t o c o r r o b o r a t e what you f o u n d i n t h e 

one we 11? 

A. D i d you r e a l l y i n t e n d t o ask t h a t q u e s t i o n , 

s i r ? 

Q . Yes, s i r . 

A. That we r e e n t e r e d t h e H o l m s trom 2? 

Q. I asked w h e t h e r you r e e n t e r d t h e --

A. We had no r i g h t t o e n t e r t h e H o l m s trom w e l l 

w i t h o u t s e e k i n g p e r m i s s i o n f r o m t h e o p e r a t o r . 

Q. I n t e r m s o f p o s i t i o n i n g t h e f a u l t , how can 

you a c t u a l l y — 

A. T h e r e ' s no e v i d e n c e o f f a u l t i n t h e H olmstrom 

No. 2 we 1 1 . 

Q. I n t e r m s o f t h e l i m i t s o f t h e r e s e r v o i r , how 

can you d e f i n e t h e r e s e r v o i r l i m i t s by e n t e r i n g one 

w e l l ? 

A. U t i l i z i n g a l l o f t h e d a t a t h a t ' s a v a i l a b l e 

and my own i n t u i t i o n as t o t h e g e o m e t r y o f r e s e r v o i r s 

i n t h i s p a r t o f Chaves County. 

Q. What o t h e r r e s e r v o i r s d i d you t a k e i n t o 

c o n s i d e r a t i o n ? 

A. I have s t u d i e d a l l o f t h e r e s e r v o i r s i n 

Chaves County i n t h e D e v o n i a n f o r m a t i o n . 

Q. Are t h o s e l a r g e r e s e r v o i r s ? 
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A. No, s i r , t h e y ' r e s m a l l . 

Q. Now, l e t me r e f e r y ou t o y o u r E x h i b i t No. 4 

and ask yo u , s i r , how you drew t h o s e c o n t o u r l i n e s t o 

t h e e a s t . What d a t a d i d you use t o draw t h o s e l i n e s ? 

A. We have a s e i s m i c map, t h e i n t e r p r e t a t i o n o f 

our s e i s m o l o g i s t t h a t w o r k ed our s e i s m i c i n f o r m a t i o n , 

as w e l l as our p r e v i o u s e x h i b i t s , as w e l l as t h e 

e x h i b i t s s u b m i t t e d by Santa Fe I m a g i n g -- E x p l o r a t i o n . 

Excuse me. 

Q. You have no w e l l c o n t r o l t o t h e n o r t h , do 

you? 

A. No, s i r , n o t f o r s e v e r a l m i l e s . 

Q. I s t h i s e x h i b i t drawn t o s c a l e , Mr. Ahle n ? 

A. I t i s i n t e n d e d t o be, i f i t i s n ' t . Yes, s i r , 

i t i s t o s c a l e , e x c e p t f o r t h e w e l l b o r e s . 

I f t h e s p o t s on h e r e were t o t r u e s c a l e , you 

c o u l d n ' t see them. 

Q. I f t h e s p o t s were t o t r u e s c a l e , i n f a c t , you 

p r o b a b l y have t h a t w e l l b o r e v e r y c l o s e t o t h e p r o p e r t y 

l i n e , w o u l d n ' t you? 

A. O f f 65 f e e t . 

Q. But on t h i s p a r t i c u l a r s c a l e i t w o u l d be 

a l m o s t s u p e r i m p o s e d on t h e p r o p e r t y l i n e , w o u l d n ' t i t ? 

A. Depends on how wi d e you draw t h e l i n e s . 

Q. W e l l --
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A. No, s i r , t h i s i s t o s c a l e on t h i s map. 

Q. I d o n ' t want t o q u i b b l e w i t h y o u , Mr. A h l e n . 

I'm j u s t s i m p l y a s k i n g t h a t i f t h e w e l l b o r e i s n o t t o 

s c a l e and g i v e n t h e s m a l l d i s t a n c e s w i t h t h e s i z e o f 

t h i s e x h i b i t , i t w o u l d be shown a l m o s t r i g h t on t h e 

p r o p e r t y l i n e , w o u l d n ' t i t ? 

A. T h a t ' s where i t i s . 

Q. W e l l , I see i t h a l f w a y between t h e f a u l t and 

t h e p r o p e r t y l i n e more o r l e s s . 

A. A l l r i g h t . 

Q. Now, g o i n g t o y o u r E x h i b i t No. 1, i s n ' t t h a t 

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

b o t t o m - h o l e l o c a t i o n i s ? I n o t h e r words — 

A. T h i s one i s n o t — i s n o t t o s c a l e . I t ' s n o t 

meant t o be a t o - s c a l e d r a w i n g t h a t s m a l l a d i s t a n c e . 

Q. And t h i s was s u b m i t t e d a t t h e v e r y f i r s t 

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

A. Yes, s i r . 

Q. T h i s e x h i b i t h a s n ' t been changed f r o m t h e 

f i r s t h e a r i n g ? 

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

Q. Now, i n te r m s o f y o u r o i l - w a t e r c o n t a c t l i n e , 

Mr. A h l e n , you've used some a v e r a g e s on y o u r E x h i b i t 

No. 2. I ' d l i k e f o r you t o e x p l a i n how you a r r i v e d a t 

t h o s e a v e r a g e s . I'm n o t s u r e t h a t I c o m p l e t e l y 
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u n d e r s t o o d how you a r r i v e d a t t h o s e a v e r a g e s . 

A. I j u s t -- e y e b a l l i n g . 

Q. E y e b a l l i n g w h a t , Mr. Ahlen ? 

A. The d i m e n s i o n s on h e r e , t h e number a t t h e 

g r i d s q u a r e s . 

Q. And where i s t h e i n f o r m a t i o n t a k e n from? 

A. T h i s c r o s s - s e c t i o n . That i s t h e i n t e r s e c t i o n 

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

Q. And how do you know i n t e r m s o f y o u r w e l l 

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

A. The o i l - w a t e r c o n t a c t i s p l a c e d , on my b e s t 

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

based on w a t e r b e i n g p r o d u c e d i n t h e H o l m s t r o m No. 1 

w e l l , w a t e r b e i n g d r i l l stem t e s t e d i n t h e Holmstrom 

No. 2, no show o f o i l w h a t s o e v e r , and good abundant 

p o r o s i t y i n our f i r s t s i d e t r a c k h o l e a t a datum o f 

minus 6,080, and t h e d r i l l - s t e m t e s t o f w a t e r i n t h e 

P h i l t e x w e l l a t a datum o f minus 61 -- w h a t e v e r i t was 

-- 6105 . 

Q. You r e a l l y d o n ' t know l o o k i n g a t E x h i b i t No. 

2 and l o o k i n g a t where you have a l i n e drawn w i t h an 

a r r o w down h e r e t h a t shows t h e number 150 f e e t a v e r a g e 

— you r e a l l y d o n ' t know where t h a t w e l l w a t e r c o n t a c t 

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

or f o r m a t i o n ? 
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A. We d i d n o t p e n e t r a t e w a t e r i n our w e l l on 

p u r p o s e . We d i d n o t want t o do any c o n i n g o r have any 

excuse f o r w a t e r c o n i n g i n t o our w e l l s . 

So we d i d n o t on p u r p o s e d r i l l o ur w e l l t o 

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

Q. So, t h e r e f o r e , you d o n ' t have an a c t u a l --

you d o n ' t have — you can o n l y guess as t o where t h a t 

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

A. I t h i n k I have t e s t i f i e d t o t h a t . 

Q. Now, l e t me ask you ab o u t y o u r E x h i b i t No. 

6. That j u s t s i m p l y i s an a d v e r t i s e m e n t , as you 

i n d i c a t e d , as t o what t h a t was? 

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

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

Review, a t r a d e magazine. 

Q. You d o n ' t have any i n d e p e n d e n t knowledge as 

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

A. My e x p e r i e n c e c o n s i s t s o f r u n n i n g what was 

recommended i n t h i s p a m p h l e t i n our w e l l , and I was 

e x t r e m e l y i m p r e s s e d by t h e q u a l i t y o f t h e d a t a . 

Q. And you s i m p l y a c c e p t e d t h e d a t a as b e i n g 

t r u e , b u t you have no i n d e p e n d e n t knowledge as t o 

wh e t h e r t h a t d a t a i s a c t u a l l y t r u e ; you t h i n k t h a t i t ' s 

r e l i a b l e ? 

A. I n my p r o f e s s i o n a l o p i n i o n , I c o n s i d e r t h i s 
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much more r e l i a b l e t h a n a c o n v e n t i o n a l D i p m e t e r s u r v e y . 

Q. B u t , a g a i n , you d i d n ' t r u n t h e t e s t ; you 

d i d n ' t a c t u a l l y do any o f t h i s ? 

A. I was p r e s e n t w h i l e i t was r u n n i n g , w h i l e i t 

was b e i n g r u n . I saw t h e c o n f i g u r a t i o n o f t h e pads, 

and t h e s y s t e m was e x p l a i n e d t o me as on t h e l o c a t i o n 

w h i l e t h e two were b e i n g r u n . 

And I o b s e r v e d t h e l o g s w h i l e t h e y were b e i n g 

r u n , t h e m o n i t o r l o g s . 

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

he r e w i l l g i v e you a v e r y a c c u r a t e p i c t u r e as t o wha t ' s 

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

A. Yes, I do b e l i e v e t h a t . 

Q. I n te r m s o f t h e a c t u a l b o t t o m - h o l e l o c a t i o n , 

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

t h a t ? 

A. Not — t h e Eastman C h r i s t e n s e n d a t a was 

u t i l i z e d t o d e t e r m i n e t h e b o t t o m - h o l e l o c a t i o n . 

Q. Okay. So t h e Eastman s u r v e y a c t u a l l y 

d e t e r m i n e d where t h e b o t t o m - h o l e l o c a t i o n and how f a r 

away you were f r o m t h e l e a s e l i n e and t h a t s o r t o f 

t h i n g . 

T h i s d e t e r m i n e d -- what d i d t h i s d a t a show 

th e n ? 

A. T h i s d a t a was u t i l i z e d t o show bed d i p and 
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f a u l t , s t r i k e , and d i p . 

Q. And t h i s i n f o r m a t i o n you say d e f i n e d t h e 

l i m i t s o f t h e r e s e r v o i r ? 

A. I t h e l p s t o d e f i n e t h e l i m i t s o f t h e 

r e s e r v o i r . The d e f i n i n g o f t h e l i m i t s i s my 

p r o f e s s i o n a l o p i n i o n as t o t h e l i m i t s based on a l l o f 

t h e d a t a a v a i l a b l e . 

Q. I n te r m s o f d i p o r i n te r m s o f t h e f a u l t i n g 

and a l l t h a t , what d i d you a c t u a l l y map as b e i n g t h e 

l i m i t s o f t h e r e s e r v o i r ? 

A. The r e s e r v o i r l i m i t s i s l i m i t e d on t h e west 

by t h e p r i m a r y f a u l t t h a t has 140-degree c u t o u t o f 

s e c t i o n . 

I t s t r i k e s n o r t h a p p r o x i m a t e l y 10 d e g r e e s 

west o f s t r a i g h t n o r t h , t h e s t r i k e o f t h e f a u l t . 

The bed, t h e t o p o f t h e r e s e r v o i r , i s d e f i n e d 

by t h e t o p o f t h e D e v o n i a n f o r m a t i o n . 

I t d i p s o f f t o t h e e a s t a t a p p r o x i m a t e l y 105 

de g r e e s a z i m u t h a t a r a t e o f ab o u t 6 d e g r e e s d i p , and 

t h a t i s c o r r o b o r a t e d by t h e datum o f t h e D e v o n i a n 

f o r m a t i o n i n t h e No. 1 Hol m s t r o m w e l l . 

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

sho w i n g where t h e f a u l t i s now i s t h a t i t a c t u a l l y 

moved t h e f a u l t f u r t h e r e a s t and t h e r e f o r e --

A. I d o n ' t u n d e r s t a n d y o u r q u e s t i o n . 
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Q. Doesn't a l l t h i s i n f o r m a t i o n , t h i s much 

b e t t e r i n f o r m a t i o n you say you have now, d o e s n ' t t h a t 

r e a l l y j u s t push t h e f a u l t f u r t h e r e a s t ? 

A. Yes. I t p l a c e s t h e f a u l t f a r t h e r e a s t t h a n 

we had o r i g i n a l l y mapped i t on t h e b a s i s o f t h e s e i s m i c 

a l o n e . 

Q. And so d o e s n ' t t h a t , i n e f f e c t , even r e d u c e 

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

s m a l l e r r e s e r v o i r o r s m a l l e r s h a r e o f t h e r e s e r v o i r ? 

A. The ge o m e t r y o f t h e r e s e r v o i r i s d e f i n e d by 

t h e p a r a m e t e r s t h a t I have p r e s e n t e d h e r e . 

The b a s i c f a b r i c and fra m e w o r k o f t h e 

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

as w e l l as t h e w e l l i n f o r m a t i o n , w h i c h i s t h e F o r m a t i o n 

M i c r o S c a n n e r , t h e e l e c t r i c a l l o g s , t h e l o g s t h a t show 

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

s e c t i o n t h a t one can see i n t h e f i r s t s i d e t r a c k h o l e 

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

h e l p t o d e f i n e t h e r e s e r v o i r g e o m e t r y . 

Q. Now, when you t a l k a b o u t r e s e r v o i r g e o m e t r y , 

a r e you t a l k i n g a b o u t volume, o r what a r e you t a l k i n g 

a b o u t ? 

A. I'm t a l k i n g a b o u t t h e p h y s i c a l o u t l i n e , l i k e 

t h e g e o m e t r i c f i g u r e . Say you t o o k an a p p l e and you 

c u t i t i n h a l f , t h e g e o m e t r y i s h a l f o f a s p h e r e . 
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Q. And y o u ' r e s a y i n g t h a t a l l o f t h a t , a l l o f 

what you d e f i n e d i s r e s e r v o i r i s p r o d u c t i v e ? 

A. Yes, s i r . That p a r t o f t h e r e s e r v o i r e a s t o f 

t h e f a u l t and above t h e o i l - w a t e r c o n t a c t a t i t s 

i n t e r s e c t i o n w i t h t h e t o p o f t h e D e v o n i a n f o r m a t i o n . 

Q. And you w o u l d recommend d r i l l i n g t h e w e l l 

anywhere i n h e r e where you've d e f i n e d t h e l i m i t s o f t h e 

r e s e r v o i r ? 

A. Yes, s i r . W e l l , no, w i t h i n c e r t a i n l i m i t s . 

One needs t o s t a y w i t h i n a r e a s o n a b l e l o c a t i o n t h a t has 

a s u f f i c i e n t column o f o i l t o be p r o d u c t i v e . 

I w o u l d n o t recommend a l o c a t i o n a t e a s t o f 

t h e H o l m s t r o m No. 1, f o r i n s t a n c e . The t h i c k n e s s o f 

t h e r e s e r v o i r d i m i n i s h e s r a p i d l y t o t h e e a s t . 

Q. What l i m i t s a r e s e r v o i r t o t h e e a s t ? 

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

w i t h t h e t o p o f De v o n i a n f o r m a t i o n . 

Q. And you base t h a t upon d i p o f t h e f o r m a t i o n ; 

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

A. Yes, s i r . 

Q. And y o u ' r e s a y i n g t h a t you have a t h i c k e r 

p a r t o f t h e f o r m a t i o n , o r what a r e you s a y i n g ? 

A. We o b v i o u s l y have a t h i c k e r p a r t o f t h e 

r e s e r v o i r on our l e a s e . 

We have a p p r o x i m a t e l y 150 f e e t a v e r a g e a t t h e 
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l o c a t i o n o f t h i s c r o s s - s e c t i o n ; whereas, t h e Holmstrom 

No. 1 w e l l has o n l y a p p r o x i m a t e l y 800 f e e t . 

As you move e a s t w a r d , t h e t h i c k n e s s o f t h e 

r e s e r v o i r d i m i n i s h e s t o z e r o b e f o r e you g e t t o t h e e a s t 

l i n e o f S e c t i o n 9. 

Q. But you d o n ' t have any w e l l c o n t r o l o v e r 

t h e r e , do you? 

A. I'm p r o j e c t i n g t h e d a t a i s a v a i l a b l e t h a t i s 

-- and t h i s i s j u s t n o r m a l p r o c e d u r e f o r a g e o l o g i s t . 

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

l i k e l y show t h e same c o n f i g u r a t i o n . 

Q. And y o u ' r e d o i n g t h a t o u t o f one w e l l b o r e ? 

A. No, s i r . I'm d o i n g i t o u t o f f i v e w e l l b o r e s . 

Q. You're b a s i n g y o u r i n f o r m a t i o n on s e i s m i c 

i n f o r m a t i o n ? 

A. As w e l l as s e i s m i c i n f o r m a t i o n , as w e l l as 

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

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

Q. I n t e r m s o f t h e s h a r e o f t h e r e s e r v o i r , Mr. 

A h l e n , when you t a k e t h a t l i t t l e s l i v e r up h e r e t h a t i s 

marked by Mr. C a r r ' s y e l l o w o r r e d l i n e , I j u s t f a i l e d 

t o u n d e r s t a n d how even on a s u r f a c e b a s i s o r , as you 

say, on an e y e b a l l b a s i s t h a t you have a g r e a t e r s h a r e 

of t h e r e s e r v o i r when you d o n ' t have most o f t h a t l o n g 

f o r m a t i o n u n i t as b e i n g on t h e west s i d e o f t h e f a u l t ? 
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A. Our e n g i n e e r i n g w i t n e s s w i l l t e s t i f y t o 

p l a n i m e t e r i n g t h e g e o m e t r y o f t h e r e s e r v o i r and t h e 

r e s u l t s o f t h a t d a t a . 

MR. PADILLA: W e l l , I t h i n k I ' l l g i v e Mr. 

K e l l a h i n a t u r n a t t h i s and have him --

MR. LeMAY: Mr. K e l l a h i n . 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. A h l e n , when you t e s t i f i e d back i n March 

o f 1989 c o n c e r n i n g t h e l o c a t i o n and o r i e n t a t i o n o f t h e 

p r i m a r y f a u l t i n t h e west h a l f o f t h e s e c t i o n , am I 

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

l o c a t i o n o f t h e f a u l t was based upon h a v i n g t h e 

f o l l o w i n g d a t a a v a i l a b l e i n t e r p r e t i n g : 

F i r s t , t h a t t h e r e was an e a s t - w e s t s e i s m i c 

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

and t h a t r e p r e s e n t e d t h e f a r t h e s t n o r t h e a s t - w e s t 

c r o s s - s e c t i o n s e i s m i c l i n e t h a t was a v a i l a b l e f o r 

e i t h e r you or anyone e l s e t o examine; i s t h a t t r u e ? 

A. Yes, s i r . 

Q. That i n a d d i t i o n t h e r e was a n o r t h - s o u t h 

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

h a l v e s v e r t i c a l l y , and we had a v a i l a b l e t h a t s e i s m i c 

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

A. I t h i n k i t was r u n n i n g n o r t h - s o u t h t h r o u g h 
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t h e p r o p o s e d l o c a t i o n o f t h e H o l m strom w e l l , y e s , s i r . 

Q. That t h e r e was a t h i r d s e i s m i c l i n e t h a t r a n 

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

t h e s e c t i o n t h a t was a l s o used t o h e l p i n t e r p r e t what I 

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

s e c t i o n ; you have a s e c o n d a r y l i n e i n one o f y o u r 

d i sp1ays ? 

A. I do n o t r e c a l l t h a t n o r t h w e s t e r l y one o t h e r 

t h a n I d i d n o t have i t a v a i l a b l e t o me f o r 

i n t e r p r e t a t i o n , n o r d i d I have a v a i l a b l e t o me t h e 

n o r t h - s o u t h s e i s m i c l i n e . 

Q. You had a v a i l a b l e t o you t h e n i n l o c a t i n g t h e 

f a u l t t h e e a s t - w e s t l i n e — 

A . Yes, s i r . 

Q. -- t h a t r a n t h r o u g h t h e P h i l t e x w e l l . And 

t h a t ' s t h e o n l y e a s t - w e s t l i n e we had t h r o u g h t h e 

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

A. C o r r e c t . 

Q. I n a d d i t i o n you had t h e g e o l o g i c d a t a , t h e 

l o g s a v a i l a b l e f r o m t h e Santa Fe Holmstrom w e l l , d i d 

you n o t ? 

A. B o t h H o l mstrom w e l l s . 

Q. Holmstrom w e l l s . And we had what was 

a v a i l a b l e f r o m t h e P h i l t e x w e l l ? 

A. Yes, s i r . 
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Q. Based upon t h a t i n t e r p r e t a t i o n t h e n --

A. A l s o had a v a i l a b l e t h e d a t a t h a t was p u b l i c 

i n f o r m a t i o n f r o m t h e h e a r i n g s e t t i n g t h e a l l o w a b l e s and 

t h e p o o l r o o t s . 

Q. I see. That s u b s e q u e n t t o t h a t 

i n t e r p r e t a t i o n , t h e n , t h e o n l y a d d i t i o n a l d a t a we had 

a v a i l a b l e t o work w i t h i s t h e d a t a d e r i v e d f r o m t h e two 

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

A. T h a t ' s t h e a d d i t i o n a l i n f o r m a t i o n a v a i l a b l e , 

y e s , s i r . 

Q. And one o f t h e p i e c e s o f i n f o r m a t i o n i s t h e 

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

second r e e n t r y o f t h e P h i l t e x w e l l t h a t you've t a l k e d 

a t l e n g t h a b o u t t h i s m o r n i n g ? 

A. Yes, s i r . 

Q. When we examined y o u r i n t e r p r e t a t i o n o f t h e 

l o c a t i o n o f t h e p r i m a r y f a u l t back i n March o f 1989, am 

I c o r r e c t i n remembering t h a t you had t h a t f a u l t 

l o c a t e d west o f where you now l o c a t e t h e p r i m a r y f a u l t ? 

A. Oh, y e s . 

Q. Can you t e l l us how f a r west i t i s f r o m t h e 

c u r r e n t i n t e r p r e t a t i o n o f t h e p r i m a r y f a u l t ? 

A. P r o b a b l y 200 t o 300 f e e t . 

Q. The o b j e c t i v e o r g o a l t h a t you had i n 

d e v e l o p i n g t h e r e s e r v e s w i t h i n t h e 160 - a c r e n o n s t a n d a r d 
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p r o r a t i o n u n i t was t o t h e e a s t o f t h e f a u l t ? 

A. Yes. 

Q. When we now see t h e c u r r e n t s t a t u s w i t h 

r e g a r d s t o t h e r e s e r v o i r as you have i n t e r p r e t e d i t , 

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

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

A. Yes, p r o b a b l y . 

Q. And back i n March o f 1989, t h a t was s t i l l 

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

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

n o r t h t h a n t h e P h i l t e x w e l l ? 

A. That was an i n t e r p r e t a t i o n o f d a t a a t t h e 

t i m e based on one c u t o f t h e f a u l t . 

Q. You do n o t have a v a i l a b l e t o you, s i r , any 

f u r t h e r s e i s m i c r u n s g o i n g e a s t and west t h r o u g h t h e 

n o r t h e r n p o r t i o n o f t h e s e c t i o n , do you? 

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

Q. And we d o n ' t have any more w e l l b o r e i m a g e r y 

t o examine f o r any l o g o f a w e l l n o r t h o f t h e r e e n t r y 

o f t h e P h i l t e x w e l l , do we? 

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

Q. So what you have done i s t a k e n t h e d a t a 

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

e x t r a p o l a t e d t h e o r i e n t a t i o n o f t h e p r i m a r y f a u l t as i t 

moves t o t h e n o r t h ? 
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A. Not -- t h e f a u l t d i d n o t e v e r i n t e r s e c t t h e 

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

h o l e e i t h e r . 

I t i n t e r s e c t e d o n l y t h e second s i d e t r a c k 

h o l e . 

Q. The second s i d e t r a c k h o l e i n f o r m a t i o n a t t h e 

l o c a t i o n where i t ' s d e r i v e d i s t h e v i e w o f t h e 

f o r m a t i o n i n a b o u t l e s s t h a n 8 i n c h e s ? 

A. Seven and s e v e n - e i g h t h s i n c h e s . 

Q. T h a t ' s what we're l o o k i n g a t t h e r e s e r v o i r ? 

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

Q. From t h a t p e r s p e c t i v e a t t h a t l o c a t i o n i n t h e 

s e c t i o n , t h e n , you have d e t e r m i n e d t h e o r i e n t a t i o n and 

t h e l o c a t i o n o f t h e f a u l t as i t moves t o t h e n o r t h o f 

t h a t p o i n t ? 

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

Q. What p a r a m e t e r s d i d you p r o v i d e t o t h e 

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

Dev o n i a n r e s e r v o i r t h a t ' s d e f i n e d on y o u r E x h i b i t No. 

4? 

A. I p r o v i d e d E x h i b i t No. 4. 

Q. D i d you p r o v i d e any i s o p a c h s ? 

A. Yes, s i r , I d i d . 

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

e n g i n e e r s , t o t h e b e s t o f y o u r k n o w l e d g e , i n 
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d e t e r m i n i n g t h e n e t p r o d u c t i v e a c r e s ? 

A. Yes, s i r . 

Q. D i d you h e l p them and a s s i s t them i n 

d e v e l o p i n g a n e t p r o d u c t i v e a c r e a g e map? 

A. I l e f t t h a t t o them s o l e l y . 

Q. And t h a t n e t pay p r o d u c t i v e a c r e a g e map i s 

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

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

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

Q. So t o what way does t h e i s o p a c h o f t h e 

De v o n i a n change t h e i n f o r m a t i o n t h a t ' s p r e s e n t e d i n 

te r m s o f t h e s t r u c t u r e on E x h i b i t No. 4? 

A. No change. 

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

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

p r e d i c a t e d on an e x a m i n a t i o n o f t h e a v a i l a b l e d a t a f r o m 

t h e H o l m s t r o m w e l l t h a t Santa Fe o p e r a t e s , i s i t n o t ? 

A. Yes, s i r , as w e l l as t h e s e i s m i c i n f o r m a t i o n 

t h a t we have a v a i l a b l e f r o m o u r own s u r v e y . 

Q. What have you used as t h e s u r f a c e l o c a t i o n o f 

t h e S a n t a Fe w e l l by w h i c h t h e n t o draw t h e s t r u c t u r e ? 

A. I have used t h e o f f i c i a l documents t h a t have 

been s u b m i t t e d t o t h e Commission. 

Q. When I examined t h e d i s t a n c e where you have 

p l a c e d t h e Santa Fe Hol m s t r o m w e l l f r o m t h e common 
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s p a c i n g u n i t b o u n d a r y w i t h Mr. S t e v e n s ' s p a c i n g u n i t , 

what i s t h a t d i s t a n c e t h a t you've used? 

A. 660 f e e t . 

Q. When we l o o k a t t h e b o t t o m - h o l e l o c a t i o n o f 

t h e second r e e n t r y on t h e P h i l t e x w e l l --

A. Yes, s i r . 

Q. -- am I c o r r e c t i n u n d e r s t a n d i n g t h a t t h a t 

w e l l i s 78 f e e t f r o m t h e common s p a c i n g u n i t b o u n d a r y 

w i t h t h e Santa Fe s p a c i n g u n i t ? 

A. Yes, s i r . 

Q. L e t me show you. Mr. A h l e n , a copy o f 

D i v i s i o n Order R-8917-A, and I want t o d i r e c t y o u r 

a t t e n t i o n on page 2 t o what i s p a r a g r a p h No. 4. 

Now, t h i s i s t h e o r d e r e n t e r e d i n May o f 89 

by t h e D i v i s i o n f o r t h e St e v e n s O p e r a t i n g C o r p o r a t i o n 

t h a t p r o v i d e d t h e downhole t a r g e t f o r t h e r e e n t r y o f 

t h e P h i l t e x w e l l , d i d i t n o t ? 

A . Excuse me. 

Q. A11 r i g h t , s i r . 

A. W i l l you a l l o w me t o f i n i s h r e a d i n g t h e 

p a r a g r a p h ? 

Q. I'm s o r r y . P l e a s e . 

A. T h a t ' s a v e r y c o m p l i c a t e d s e n t e n c e . 

Q. I know. 

A. I'm h a v i n g e x t r e m e d i f f i c u l t y u n d e r s t a n d i n g 

CUMBRE COURT REPORTING 
(50 5) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

16 

17 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

90 

i t . 

Q. L e t ' s go t o t h e l a s t few l i n e s o f t h e 

p a r a g r a p h , and l e t me g e t you t h e r e by s u g g e s t i n g 

t h a t --

A. Okay. I t h i n k what we had drawn on t h a t 

p a r t i c u l a r map was a l i n e a t 165 f e e t t o t h e west o f 

t h e common b o u n d a r y , and t h e n we i n s c r i b e d a c i r c l e 

w i t h 500 f e e t d i a m e t e r . 

Q. E x a c t l y r i g h t . 

A. Okay. 

Q. And t h i s p a r a g r a p h No. 4 t h e n g i v e s you t h e 

b o t t o m - h o l e t a r g e t o r window t o be a d i s t a n c e o f a t 

l e a s t 165 f e e t f r o m t h e common s p a c i n g u n i t w i t h t h e 

Santa Fe p r o p e r t y ? 

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

Q. And i n s c r i b e d a s e m i c i r c l e t h e n t h a t had a 

r a d i u s o f 500 f e e t as we went t o t h e west? 

A. Yes, s i r . 

Q. That was y o u r t a r g e t ? 

A. Yes, s i r . And we succeeded i n t h e f i r s t 

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

Q. When we l o o k a t page 3 o f t h e same o r d e r --

A. Yes, s i r . 

Q. -- i f you l o o k a t t h e l a s t p a r a g r a p h o f page 

3, i t s a y s , " P r o v i d e d , however, t h a t p r i o r t o 
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commencing d i r e c t i o n a l d r i l l i n g o p e r a t i o n s i n t o s a i d 

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

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

a c c e p t a b l e t o t h e D i v i s i o n . " 

Was t h a t done, Mr. Ahle n ? 

A. To t h e b e s t o f my k n o w l e d g e , t h a t was done, 

y e s , s i r . 

Q. And what was t h e k i c k o f f p o i n t e s t a b l i s h e d 

t h e n by w h i c h you w o u l d h i t t h e b o t t o m - h o l e t a r g e t ? 

A. We k i c k e d o f f a t a p p r o x i m a t e l y 7850 f e e t . 

Q. You d r i l l e d t h e f i r s t r e e n t r y and s t a y e d 

w i t h i n t h e d r i l l i n g window p r o v i d e d by t h e o r d e r , d i d 

you n o t ? 

A. Yes, s i r . 

Q. The second r e e n t r y i s t h e one now t h a t t a k e s 

us t o o u t s i d e t h a t d r i l l i n g window a t a l o c a t i o n 78 

f e e t f r o m t h e common l i n e ? 

A. Yes, s i r . 

Q. I u n d e r s t a n d f r o m y o u r q u e s t i o n s f r o m Mr. 

Ca r r t h a t e i t h e r you or t h e o p e r a t o r o b t a i n e d some t y p e 

o f v e r b a l a p p r o v a l f o r t h e D i v i s i o n t o exceed t h e 

l i m i t s o f t h e d r i l l i n g window; d i d I u n d e r s t a n d t h a t 

t e s t i m o n y c o r r e c t l y ? 

A. Yes, s i r , you d i d . 

Q. D i d t h e D i v i s i o n t e l l you t h a t you were d o i n g 
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so a t t h e o p e r a t o r ' s r i s k ? 

A. Yes, s i r , as w e l l as s u b j e c t t o t h i s h e a r i n g . 

Q. But you c o n t i n u e d t o have t o a b i d e by t h e 

D i v i s i o n r u l e s and o r d e r s t h a t a p p l y t o t h i s p a r t i c u l a r 

case ? 

A. And we have t o t h i s p o i n t . 

Q. Okay. So t h e o p e r a t o r r e c o g n i z e d t h e r i s k o f 

l e a v i n g t h e window a l l o w e d i n t h e p r i o r o r d e r ? 

A. Yes, s i r . 

Q. Now, t h e p r i o r o r d e r e s t a b l i s h e s a p e n a l t y 

f a c t o r based upon a l o c a t i o n o f a f a u l t t h a t i s some 

200 f e e t f a r t h e r t o t h e west t h a n you now i n t e r p r e t i t ? 

A. Yes, s i r . 

Q. I f t h e l o c a t i o n o f t h e Santa Fe Holmstrom 

w e l l i n t h e s o u t h e a s t q u a r t e r o f t h e s e c t i o n i s n o t as 

you have d e p i c t e d i t , w i l l t h a t make y o u r 

i n t e r p r e t a t i o n o f t h e s t r u c t u r e wrong? 

A . No t much. 

Q. W i l l i t change t h e l o c a t i o n o f t h e w a t e r w e l l 

c o n t a c t ? 

A. No, s i r . 

Q. W i l l i t change t h e way you have mapped t h e 

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

A. I d o n ' t t h i n k so. 

Q. We've had a d i s c u s s i o n i n p a s t h e a r i n g s a b o u t 
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t h e l o c a t i o n o f t h e o i l - w a t e r c o n t a c t w i t h i n t h e 

s e c t i o n , have we n o t , Mr. Ah l e n ? 

A. Yes, s i r . 

Q. Have you changed i n any m a t e r i a l way t h e 

a p p r o x i m a t i o n o f t h a t o i l - w a t e r c o n t a c t f r o m p a s t 

h e a r i n g s t o what you've t e s t i f i e d y o u r i n t e r p r e t a t i o n 

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

A. Oh, y e s , s i r , I c e r t a i n l y have. 

Q. And t h a t ' s moved a p p r o x i m a t e l y --

A. Twenty f e e t u p - h o l e . 

Q. A l l r i g h t , s i r . 

A. My p r e v i o u s t e s t i m o n y was 6,075. I am 

t e s t i f y i n g t o d a y as t o 6,055. 

MR. KELLAHIN: Thank y o u , Gentlemen. 

MR. LeMAY: Thank y o u , Mr. K e l l a h i n . 

A d d i t i o n a l q u e s t i o n s o f t h e w i t n e s s ? 

Mr. A h l e n , I j u s t have a c o u p l e q u i c k 

ques t i ons. 

EXAMINATION 

BY MR. LeMAY: 

Q. Were you on t h e w e l l d o i n g w e l l s i t e g e o l o g y 

when t h e second s i d e t r a c k p e n e t r a t e d t h e f a u l t s ? 

A. Yes, s i r . 

Q. Was t h e bed j u m p i n g , t h e bed t o r q u e and b i t e 

t h a t you see i n some f r a c t u r e d s i t u a t i o n s ? 
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A. I was n o t on t h e d e r r i c k i t s e l f . I was i n 

t h e i m m e d i a t e v i c i n i t y . I d i d n o t n o t i c e t h a t t h e r e 

was any b o u n c i n g and t o r q u i n g t h a t had been i n d u c e d by 

t h e f r a c t u r e . 

As a m a t t e r o f f a c t , I deduced t h e f r a c t u r e 

on t h e b a s i s o f t h e sample e x a m i n a t i o n i n w h i c h I c o u l d 

see s p e c i f i c g r a i n s o f t h e sample t h a t had been c u t by 

a f r a c t u r e and h e a l e d . 

C a l c i u m c a r b o n a t e h e a l i n g m a t e r i a l was 

between two r o c k s o f s i m i l a r t y p e s . And I saw p e r h a p s 

f i v e o r s i x f r a g m e n t s o f t h a t i n t h e sample i m m e d i a t e l y 

below t h e zone t h a t I had s u s p e c t e d t h e f a u l t i n g i n . 

Q. D i d you see any e v i d e n c e i n t h e g e o l o g r a p h 

t h a t f o l l o w e d ? 

A . I d i d n o t . 

Q. Were you a l s o on t h e l o c a t i o n when t h e y 

p e n e t r a t e d t h e Devonian? 

A. I was s l e e p i n g a t t h a t t i m e . I t came 

u n e x p e c t e d l y soon t h a t m o r n i n g . I went i m m e d i a t e l y t o 

t h e w e l l when t h e y r e c o r d a d r i l l i n g b r e a k . 

Q. I s i t y o u r i n t e r p r e t a t i o n t h a t t h e D e v o n i a n 

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

A. No, n o t i n our w e l l . We see v e r y l i t t l e 

e v i d e n c e o f f r a c t u r i n g i n t h e F o r m a t i o n M i c r o S c a n n e r 

l o g . I t a p p e a r s t o be p r i m a r i l y vuggy p o r o s i t y . 
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Q. And y o u r e v i d e n c e f o r t h e o i l - w a t e r c o n t a c t , 

as you t e s t i f i e d , was an e x t r a p o l a t i o n between known 

p o i n t s o f o i l and known p o i n t s o f w a t e r . 

Beyond t h a t you d o n ' t have any i n d i c a t i o n on 

how t o f i n e - t u n e t h a t any b e t t e r ? 

A. No, s i r , I do n o t . 

Q. Your E x h i b i t No. 4, I j u s t had one or two 

q u e s t i o n s on t h a t . You've t e s t i f i e d t h a t you have 

l o o k e d a t De v o n i a n s t r u c t u r e s i n Chaves County, and I 

t h i n k i t was yo u r t e s t i m o n y t h a t t h e y a r e s m a l l 

s t r u c t u r e s . 

J u s t c o m p a r i n g y o u r two maps, t h e ones 

s u b m i t t e d a t t h e p r e v i o u s h e a r i n g and t h e one s u b m i t t e d 

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

a l i t t l e more i n t o t h a t f a u l t as compared t o l e a v i n g 

them p r e t t y much open i n t o t h e f a u l t on y o u r most 

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

I s t h e r e any r e a s o n f o r t h a t ? 

A. Yes, s i r , a s i g n i f i c a n t d i f f e r e n c e . 

P r i m a r i l y on t h e b a s i s o f t h e d a t a i n t h e w e l l b o r e . 

The F o r m a t i o n M i c r o S c a n n e r does n o t show any 

t u r n o v e r o r r o l l o v e r i n t o t h e f a u l t . T h e r e f o r e , I show 

no r o l l o v e r i n t o t h e f a u l t i n t h e s o u t h e r n p a r t o f t h a t 

r e s e r v o i r . 

My e x p e r i e n c e s t i l l t e l l s me, t h o u g h , t h a t i n 
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most i n s t a n c e s I s h o u l d e x p e c t some. So t h a t ' s why I 

show i t i n t h e n o r t h h a l f . 

Q. So i f t h i s was a t y p i c a l D e v o n i a n f i e l d , you 

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

some a d d i t i o n a l — 

A. At l e a s t a s u g g e s t i o n o f i t , y e s , s i r . 

MR. LeMAY: T h a t ' s a l l t h e q u e s t i o n s I have. 

A d d i t i o n a l d i r e c t ? 

MR. CARR: No a d d i t i o n a l d i r e c t . 

MR. LeMAY: A d d i t i o n a l q u e s t i o n s ? 

You may be e x c u s e d , Mr. A h l e n . 

T r y a n o t h e r w i t n e s s . W e ' l l t a k e a l a t e 

l u n c h . L e t ' s g e t on w i t h i t and t r y one more. 

MR. CARR: At t h i s t i m e I c a l l Mr. Hickman. 

MR. LeMAY: You may p r o c e e d , Mr. C a r r . 

T. SCOTT HICKMAN, 

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

o a t h as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. W i l l you 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. T r o y S c o t t Hickman. 

Q. Mr. Hickman, where do you r e s i d e ? 

A. M i d l a n d , Texas. 
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Q. What do you do f o r a l i v i n g ? 

A. C o n s u l t i n g p e t r o l e u m e n g i n e e r . 

Q. Have you been employed by C u r r y and T h o r n t o n 

and S t e v e n s O p e r a t i n g C o r p o r a t i o n as a c o n s u l t i n g 

e n g i n e e r i n t h i s m a t t e r ? 

A . Yes, I have. 

Q. What b a s i c a l l y have you been asked t o do? 

A. To f o r m a r e s e r v o i r s t u d y o f t h e r e s e r v o i r i n 

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

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

Q. Would you b r i e f l y r e v i e w f o r t h e Commission 

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

e x p e r i ence. 

A. I have a BS degre e i n p e t r o l e u m e n g i n e e r i n g 

f r o m Texas Tech U n i v e r s i t y . I have an MS degre e i n 

p e t r o l e u m e n g i n e e r i n g f r o m L o u i s i a n a Tech. 

Upon g r a d u a t i o n f r o m Texas Tech i n 57, I went 

t o work f o r Texaco as a p e t r o l e u m e n g i n e e r . 

I w o r ked f o r Texaco f o r 11 a n d - a - h a l f y e a r s 

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

p r i m a r i l y as a r e s e r v o i r e n g i n e e r . 

I moved t o M i d l a n d , Texas, i n l a t e 1968 w i t h 

a c o n s u l t i n g f i r m as a r e s e r v o i r e n g i n e e r . 

I n 1973 I e s t a b l i s h e d my own p r a c t i c e and 

p r a c t i c e d i n M i d l a n d as a c o n s u l t i n g r e s e r v o i r 
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e n g i n e e r . 

Q. Are you a R e g i s t e r e d P e t r o l e u m E n g i n e e r ? 

A. I'm r e g i s t e r e d i n t h e s t a t e s o f Texas and 

L o u i s i ana. 

Q. Are you a member o f any p r o f e s s i o n a l 

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

A. I'm a member o f t h e S o c i e t y o f P e t r o l e u m 

E n g i n e e r s , S o c i e t y o f P e t r o l e u m E v a l u a t i o n E n g i n e e r s , 

S o c i e t y o f I n d e p e n d e n t P e t r o l e u m E a r t h S c i e n c e s . I 

t h i n k t h a t c o v e r s them. 

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

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

A . Yes, s i r . 

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

c u r r e n t l y d r i l l e d i n t o t h e N o r t h K i n g Camp De v o n i a n 

P o o l ? 

A. Yes. 

Q. Do you own an i n t e r e s t i n any o f t h e s e 

p r o p e r t i e s ? 

A. I do n o t . 

Q. Are you f a m i l i a r w i t h t h e D e v o n i a n f o r m a t i o n 

i n s o u t h e a s t e r n New Mexico? 

A. Yes, s i r . 

Q. I n p r e p a r a t i o n f o r t o d a y ' s p r e s e n t a t i o n , have 

you made a s t u d y o f t h i s p o o l and p r e p a r e d c e r t a i n 
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e x h i b i t s f o r p r e s e n t a t i o n ? 

A. I have. 

MR. CARR: We tender Mr. Hickman as an e x p e r t 

w i t n e s s i n the f i e l d of petroleum e n g i n e e r i n g . 

MR. LeMAY: H i s q u a l i f i c a t i o n s a r e 

a c c e p t a b l e . 

Q. (BY MR. CARR) Mr. Hickman, i n i t i a l l y I ' d 

l i k e to d i r e c t your a t t e n t i o n to c e r t a i n q u e s t i o n s t h a t 

a r e going to f o c u s , I hope, on r e s e r v o i r performance. 

I ' d l i k e you f i r s t to i d e n t i f y f o r the 

Commission what has been marked a s Hickman E x h i b i t No. 

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

A. T h i s i s a t a b u l a t i o n of v a r i o u s w e l l t e s t s 

and p r e s s u r e data from the North King Camp Devonian 

R e s e r v o i r . 

(Thereupon, Hickman E x h i b i t No. 8 

was i d e n t i f i e d . ) 

Q. Could you r e v i e w what t h i s e x h i b i t i s 

desi g n e d to show? 

A. T h i s e x h i b i t i s des i g n e d to g i v e i n d i c a t i o n 

of a c t u a l r e s e r v o i r performance from the s t a n d p o i n t of 

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

On the top p o r t i o n , which c o v e r s bottom h o l e 

p r e s s u r e d a t a , t h e r e ' s two p r e s s u r e s l i s t e d on the 

Holmstrom w e l l , one being a d r i l l - s t e m t e s t p r e s s u r e , 
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a t w h i c h t i m e t h e r e was z e r o v o i d a g e f r o m t h e 

r e s e r v o i r . 

September 88, a b u i l d u p p r e s s u r e was 

c o n d u c t e d . The t h r e e p r e s s u r e s shown h e r e have a l l 

been c o r r e c t e d t o t h e datum o f minus 6,000. 

At t h a t t i m e t h e r e was o n l y , I'm e s t i m a t i n g , 

a b o u t 4,000 b a r r e l s o f v o i d a g e o r p r o d u c t i o n f r o m t h e 

r e s e r v o i r . P r e s s u r e was 3963 PSIG. 

And t h e t h i r d p r e s s u r e shown was t a k e n 

r e c e n t l y , i n August o f t h i s y e a r , on t h e S t e v e n s w e l l . 

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

I t was 3955 a t t h a t t i m e . There have been 

a p p r o x i m a t e l y 88,000 b a r r e l s o f o i l p r o d u c e d f r o m t h e 

r e s e r v o i r . 

Q. Now, what does t h i s i n f o r m a t i o n t e l l you 

abou t t h e r e s e r v o i r o r t h e w e l l s t h e r e i n ? 

A. W e l l , t h i s i n d i c a t e s t o me t h e d i f f e r e n c e 

between t h e d r i l l - s t e m p r e s s u r e and t h e f i r s t b u i l d u p 

p r e s s u r e . 

I c a n ' t e x p l a i n o t h e r t h a n i t has s o m e t h i n g 

t o do w i t h t h e gauges employed because t h e i n i t i a l 

b u i l d u p c o n d u c t e d by Santa Fe was a t a t i m e when t h e r e 

was n e a r l y z e r o v o i d a g e o f t h e r e s e r v o i r . 

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

r e s e r v o i r p r e s s u r e . 
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And v i r t u a l l y a year l a t e r a f t e r f a i r l y 

s i g n i f i c a n t voidages from the r e s e r v o i r , we measure 

again through the bottom-hole pressure buildup, we 

measure e s s e n t i a l l y the same pr e s s u r e s . 

So i t would appear we're having pressure 

maintenance by water encroachment, which would be quite 

common for the Devonian r e s e r v o i r i n t h i s area. 

Q. I s that a l s o supported by the pressure from 

the Deemar Federal No. 1? 

A. Yes, s i r . 

Q. What does the w e l l t e s t information i n the 

bottom part of t h i s e x h i b i t t e l l you? 

A. Again, i t v e r i f i e s that t h i s i s a highly 

permeable r e s e r v o i r , vuggy, contains f r a c t u r e s , you 

have high w e l l p r o d u c t i v i t y . 

The Stevens Deemar Federal w e l l for a 

four-and-a-half-hour period of time was a c t u a l l y t e s t e d 

at the ra t e of 955 b a r r e l s a day. 

In conjunction with the bottom-hole pressure 

survey that was run r e c e n t l y on the Deemar w e l l , the 

p r o d u c t i v i t y index was c a l c u l a t e d to be 2.3 b a r r e l s per 

day PSI. That's from only 11 feet of p e r f o r a t i o n . 

So i t i n d i c a t e s a high p r o d u c t i v i t y , which i s 

co n s i s t e n t with these types of Devonian r e s e r v o i r s . 

They tend to be f a i r l y s m all, but they're highly 
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productive, and they have e f f e c t i v e water d r i v e . 

And the performance data here would support 

that conclusion. 

Q. Could you now go to Hickman E x h i b i t No. 9. 

I d e n t i f y t h i s , please. 

A. This i s a ra t e time d r a f t of a c t u a l 

production with the f l u i d production being shown i n 

average b a r r e l s per day. 

The average i s derived by taking the monthly 

production abiding the calendar days of the month. 

This i s a logarithmic s c a l e . This i s a 

v e r t i c a l s c a l e . I t ' s logarithmic so your eye tends to 

play t r i c k s on you as to the a c t u a l d i f f e r e n c e s we're 

seeing here. 

The bottom s c a l e i s time and month. See, 

that the Holmstrom w e l l has produced the ra t e up as 

high as 270 b a r r e l s a day, averaging somewhere around 

250 or 240 a day through August. 

That was the l a s t o f f i c i a l production data I 

had on t h i s w e l l . I t ' s my understanding i t has 

continued to produce at about that r a t e . 

Also, they began to report water production 

in February of t h i s year at a ra t e of about 10 b a r r e l s 

a day, and that has continued through the l a s t 

r e porting period. 
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The Deemar Federal production i s shown by a 

very short dash l i n e . 

During August of 89 they had a, I b e l i e v e , a 

3600-barrel t e s t allowable, and i t was reduced during 

August of that period. 

(Thereupon, Hickman E x h i b i t No. 9 

was i d e n t i f i e d . ) 

Q. Now, i f we were a c t u a l l y to place the current 

producing r a t e on t h i s graph for the Deemar w e l l , where 

approximately would i t be located? 

A. Well, 34 b a r r e l s a day would, of course, be 

way down a l i t t l e above the 10-barrel-a-day water 

t h a t ' s i n d i c a t e d there. 

Q. Because of the logarithmic s c a l e that, the 

water production, i s a c t u a l l y only about 1/20 of the 

o i l i n terms of a c t u a l b a r r e l s ; i s n ' t that r i g h t ? 

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

Q. L e t ' s move on to E x h i b i t No. 10. 

But before we do that, I would l i k e you to 

j u s t simply summarize what conclusions you can make in 

a general way about .the c h a r a c t e r i s t i c s and performance 

of t h i s r e s e r v o i r . 

A. Well, t h i s r e s e r v o i r i s , I would say, t y p i c a l 

for a Devonian r e s e r v o i r on the shale for the -- or the 

C e n t r a l Basin platform area. 
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I t ' s small i n s i z e , highly productive, 

underlined by an e f f e c t i v e water d r i v e , and has low gas 

and s o l u t i o n , I'm estimating about 40 cubic feet per 

b a r r e l . 

So the primary producing mechanism that comes 

from the water d r i v e . 

Q. Now, l e t ' s go to focus on the recoverable 

reserve aspect of t h i s case, and I'd ask you to 

i d e n t i f y what has been marked as E x h i b i t No. 10. 

A. E x h i b i t 10 i s a s t r u c t u r e map that has 

already been introduced by Jack Ahlen. This i s h i s 

s t r u c t u r a l i n t e r p r e t a t i o n , which he's t e s t i f i e d to t h i s 

morning. 

I have imposed on that some a d d i t i o n a l 

contours and have them label e d . These are p r i m a r i l y 

are i n r e l a t i o n to tops and bottoms of producing 

i n t e r v a l s and tops and bottoms of zones. 

These are needed i n my methodology of 

determining r e s e r v e s and r e s e r v o i r volumes. 

(Thereupon, Hickman E x h i b i t No. 10 

was i d e n t i f i e d . ) 

Q. Are these u t i l i z e d i n modeling that you have 

done subsequently or the r e s u l t s ? 

A. Yes, a l s o u t i l i z e d for that purpose. 

Q. Based on your experience as a petroleum 
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engineer, i s t h i s a ge o l o g i c a l i n t e r p r e t a t i o n which i n 

your opinion gives you a reasonable b a s i s to e s t a b l i s h 

the r e l a t i o n s h i p to the t r a c k s i n the pool? 

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

Q. Would you i d e n t i f y what has been marked as 

E x h i b i t No. 11. 

A. E x h i b i t No. 11 i s a gross i n t e r v a l isopach 

map. And t h i s i s an isopach map that I drew. 

I t ' s not one that was furnished by Mr. Ahlen; 

however, i t i s s t r i c t l y -- being a gross i n t e r v a l map, 

i t ' s s t r i c t l y s t r u c t u r e d c o n t r o l . 

We s t a r t e d at the estimated o i l - w a t e r 

contact; t h a t ' s a zero-to-zero l i n e . I came up to 69 

fe e t , which i s the top of the producing i n t e r v a l i n the 

Holmstrom w e l l . I needed a contour at that point for 

my approach. 

S t r u c t u r a l l y that would be -- you would take 

the minus 6055 o i l - w a t e r contact, s t r i k e 69 feet from 

i t , and t h i s contour would overlay that p a r t i c u l a r 

s t r u c t u r a l contour. 

So i t ' s s t r i c t l y a s t r u c t u r e d c o n t r o l gross 

i n t e r v a l map. That needs to be understood. 

(Thereupon, Hickman E x h i b i t No. 11 

was i d e n t i f i e d . ) 

Q. Was t h i s e x h i b i t prepared and the isopach 
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prepared for use i n the subsequent work that you were 

doing on the r e s e r v o i r ? 

A. Yes, i t was. We have taken t h i s e x h i b i t and 

planimetered the areas between the contours using 

recognized industry methods. 

We have done t h i s from the standpoint of 

three t r a c t s : the southeast corner of the s e c t i o n , 

which i s the pro r a t i o n u n i t for the -- i t ' s enclosed by 

the p r o r a t i o n u n i t for the Holmstrom w e l l ; the east 

h a l f of the west h a l f of the s e c t i o n , which i s enclosed 

by the pro r a t i o n u n i t for the Stevens Deemar w e l l ; and 

then the northeast corner, which i s an u n d r i l l e d 

t r a c t . 

And we planimetered each of these s e p a r a t e l y 

and did c a l c u l a t i o n s s e p a r a t e l y on each of these three 

t r a c t s . 

Q. Each of these spacing u n i t s that you have 

i d e n t i f i e d have acreage i n them that would not be 

productive; i s n ' t that c o r r e c t ? 

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

Q. Now, l e t ' s go on to the volumetric 

c a l c u l a t i o n s , which are s et f o r t h on E x h i b i t No. 12. 

And i t may be u s e f u l to you to r e f e r to E x h i b i t No. 3, 

which i s on the e a s e l , to j u s t b a s i c a l l y e x p l a i n what 

you're going to be t a l k i n g about when you get into 
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these c a l c u l a t i o n s ' f a c t o r s . 

A. In a r r i v i n g at re s e r v e s or producible 

formation and i n a r r i v i n g at c a l c u l a t i o n s of producible 

formation and recoverable o i l , i t ' s necessary to divide 

the r e s e r v o i r up, depending upon the s t r u c t u r a l 

l o c a t i o n of the producing i n t e r v a l s . 

I f I can access t h i s e x h i b i t without 

destroying i t . For example, t h i s represents a 

c r o s s - s e c t i o n through the Stevens t r a c t through t h e i r 

w e l l going toward the Holmstrom w e l l . 

And the top of t h e i r producing i n t e r v a l i s at 

minus 6004, along about here. 

Everything from the estimated water contact 

upward c u r r e n t l y i s producible r e s e r v e s , producible 

r e s e r v o i r volumes. They can recover from t h i s area. 

(Thereupon, Hickman E x h i b i t No. 12 

was i d e n t i f i e d . ) 

Q. In that p a r t i c u l a r w e l l ? 

A. In that p a r t i c u l a r w e l l . 

They have a 3-foot i n t e r v a l from the top of 

the p e r f o r a t i o n to the top of the zone. I t ' s done 

behind-pipe. 

This i s o i l , assuming e f f e c t i v e water d r i v e , 

that they would not recover without p e r f o r a t i n g that 

a d d i t i o n a l 3 f e e t . So that would be a behind-pipe 
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s i t u a t ion. 

Then we have a wedge area. In the Gulf Coast 

they r e f e r to that as a t t i c o i l . That's o i l from the 

top of the zone i n tiie w e l l to the high s t r u c t u r a l 

point on the t r a c t . 

Again, assuming an e f f e c t i v e water d r i v e , 

t h i s i s o i l that could not be produced by any we l l now 

e x i s t i n g on t h i s t r a c t . 

S i m i l a r l y , on the Holmstrom t r a c t , from the 

water contact up to the top of t h i s current producing 

i n t e r v a l , i s an area that i s an area that i s c u r r e n t l y 

producible to the e x i s t i n g completion. 

They have a f a i r l y large behind-pipe, a 

30-foot i n t e r v a l , behind-pipe from the top of t h e i r 

producing i n t e r v a l to the top of the zone that could be 

-- they could get that by going back i n and 

pe r f o r a t i n g that up. 

And they a l s o have an a t t i c s i t u a t i o n from 

the top of the zone i n the w e l l to the highest point 

s t r u c t u r a l l y on t h e i r l e a s e . 

This i s o i l that they cannot recover from 

t h e i r e x i s t i n g w e l l on that l e a s e . 

Q. L e t ' s go to E x h i b i t No. 12, and I'd ask you 

to simply s t a r t with the various f a c t o r s that you've 

displayed on t h i s e x h i b i t and review them for the 
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Commission. 

A. I have l i s t e d i n tabular method the various 

c l a s s i f i c a t i o n s of acreage, r e s e r v o i r volume, o i l i n 

place, and r e s e r v e s . 

And I have shown that for each of the three 

t r a c t s which I've determined, and I've t o t a l e d those 

three to give a r e s e r v o i r t o t a l . 

The f i r s t i s productive acreage. That's the 

acreage enclosed by the zero contour, or the w a t e r - o i l 

contact contour. 

On the Santa Fe Holmstrom i t ' s 80.9. On the 

Deemar i t ' s 38.8. On the u n d r i l l e d s e c t i o n i t ' s 87.8. 

So I'm coming up with 207.5 acres productive 

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

Gross r e s e r v o i r volume, Holmstrom i s 5270. 

Deemar i s 4524. U n d r i l l e d s e c t i o n i s 6088, for nearly 

16,000 t o t a l for the r e s e r v o i r . 

Q. Mr. Hickman, we've got a large d i f f e r e n c e 

between the r e l a t i v e comparison of the each of these 

t r a c t s when we look at productive acres and at the 

gross r e s e r v o i r volume. 

Could you e x p l a i n what that i s ? 

A. Yes, s i r . That has to do with the average 

t h i c k n e s s e s on these t r a c t s . 

The Stevens t r a c t i s located -- most of i t i s 
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located at the maximum s t r u c t u r a l p o s i t i o n i n the 

r e s e r v o i r . 

These other two t r a c t s taper down to a zero 

contour. And you can by — 

Q. Are those f i g u r e s set out on t h i s e x h i b i t ? 

A. Yes, s i r . By d i v i d i n g the productive acres 

on t r a c t s through the gross r e s e r v o i r volume, you can 

come up with these. This i s the average t h i c k n e s s for 

the t r a c t s . 

For the Santa Fe -- and these numbers have 

been put i n red i n the bottom here -- but the Holmstrom 

i s 65.1 f e e t ; whereas, the Deemar i s 116.1, and the 

u n d r i l l e d s e c t i o n i s 69.3. 

The r e s e r v o i r , as a whole, averaged about 76 

f e e t . 

Q. So what you do i s you take the productive 

areas times the average t h i c k n e s s , and t h a t ' s what 

accounts for the gross r e s e r v o i r volume f i g u r e s ? 

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

Q. A l l r i g h t . L e t ' s go on to the current 

producing r e s e r v o i r volume. 

A. The current producing r e s e r v o i r volume, 

again, i s the volume from the o i l - w a t e r contact up to 

the top of the e x i s t i n g producing i n t e r v a l . 

3974 on the Holmstrom versus 4431 on the 
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Deemar. And, of course, zero on the u n d r i l l e d t r a c t 

s i n c e there i s not a wellbore and producing s e c t i o n i n 

that t r a c t at t h i s time. 

Producible r e s e r v o i r volume behind-pipe i s 

that, as I've explained, i s the s e c t i o n that could be 

perforated and produced between the top of the current 

i n t e r v a l and the top of the zone. 

That's f a i r l y s i g n i f i c a n t i n the Holmstrom 

w e l l , 864, and these are acre feet numbers, versus only 

29 i n the Deemar. 

Undeveloped r e s e r v o i r volume, assuming a 

regular l o c a t i o n -- that would apply only to the 

u n d r i l l e d s e c t i o n , that would be about 5700-acre feet 

that would be producible from the oi l - w a t e r contact to 

the top of the zone based on, i n a regular l o c a t i o n , 

based on the s t r u c t u r a l i n t e r p r e t a t i o n that was used. 

Then the t o t a l producible r e s e r v o i r volume 

would be the summation of these three d i f f e r e n t 

c a t e g o r i e s . 

And so we have, again, i n acre feet 4838 for 

the Holmstrom; 4460 for the Deemar Federal ; and 5706 

for the u n d r i l l e d s e c t i o n . 

And then the a t t i c o i l areas, 432 for the 

Holmstrom; 64 for the Deemar; and 382 for the u n d r i l l e d 

s e c t i o n . 
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I then took those r e s e r v o i r volumes and 

applied average po r o s i t y and water s a t u r a t i o n numbers 

to them and the formation volume fa c t o r to come up with 

o r i g i n a l o i l i n place, the o i l that would e x i s t under 

these t r a c t s p r i o r to any production. 

Again, these numbers are 2278 for the 

Holmstrom; 1955 for the Deemar; and 2631 for the 

u n d r i l l e d s e c t i o n . 

I then broke these r e s e r v e s . I then went to 

producible r e s e r v e s . 

I u t i l i z e d a recovery f a c t o r of 35 percent of 

the o r i g i n a l o i l i n place, and I broke these down into 

three c a t e g o r i e s , which are industry recognized: 

proved, developed, producing, which are o i l r e s e r v e s 

which can c u r r e n t l y be produced under e x i s t i n g 

conditions; proved, developed, behind-pipe, which are 

those that r e q u i r e a d d i t i o n a l p e r f o r a t i o n ; and then 

proved, undeveloped. 

Proved, developed, producing i s -- and these 

are i n thousands of b a r r e l s -- are 601 for the 

Holmstrom, 670 for the Deemar Fede r a l , and, of course, 

none for the u n d r i l l e d s e c t i o n s . I t does not have a 

we 11 . 

Behind-pipe, 131,000 b a r r e l s for the 

Holmstrom, only 4,000 for the Deemar, and, again, none 
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for the u n d r i l l e d s e c t i o n . 

And the proved, undevoped r e s e r v e s then 

r e f e r s only to the u n d r i l l e d s e c t i o n ; t h a t ' s 863,000 

b a r r e l s . 

The ultimate t o t a l recoverable r e s e r v e s i n 

the proved category then would be the summation of 

these three, which i s 732,000 for the Holmstrom; 

674,000 for the Deemar Federal ; 863,000 for the 

u n d r i l l e d s e c t i o n . Reservoir t o t a l of 2,268,000. 

I've a l s o shown, using the 35 percent 

recovery f a c t o r , the amount of -- I ' l l c a l l i t 

recoverable o i l ; i f you can't produce i t , I don't know 

i t can be recoverable o i l , but using the 35 percent 

f a c t o r , what's in these a t t i c areas. 

I've a l s o shown an estimation of cumulative 

production as of October 1 of t h i s year: 93,000 for 

the Holmstrom and -- 93,100 for the Holmstrom and 3,600 

for the Deemar F e d e r a l . 

Q. Now, Mr. Hickman, on the bottom of t h i s 

e x h i b i t , you've s e t f o r t h the b a s i c parameters that you 

have u t i l i z e d i n making these c a l c u l a t i o n s ? 

A. Yes, s i r , I have. 

Q. Are these a l l standard f i g u r e s that are 

u t i l i z e d i n making c a l c u l a t i o n s of t h i s c h a r a c t e r ? 

A. Well, the parameters -- not the value of the 
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parameters -- the parameters used are the standard 

parameters. 

The values are those values derived from my 

study of t h i s r e s e r v o i r . 

Q. I f some of these values, l i k e , say, a 

recovery f a c t o r of 35 percent was changed, what impact 

would that have on the b a s i c c a l c u l a t i o n s ? 

A. Well, i t would -- i f you r a i s e the recovery 

f a c t o r , i t would r a i s e the r e s e r v e s . I f you lowered, 

i t would lower the r e s e r v e s . 

But i t would not change the p r o p o r t i o n a l i t y 

between a t r a c t ' s percent of the t o t a l . 

That's true whether you're looking at t o t a l 

producible r e s e r v o i r volumes, whether you're looking at 

o i l i n place i n that producible volume, or whether 

you're looking at r e s e r v e s . 

The proportion, so long as these parameters 

remain the same, the proportion -- w e l l , even i f with 

changing the parameters, s i n c e they're applied average 

across the r e s e r v o i r , the proportion of each t r a c t ' s 

share the t o t a l remains unchanged. 

Q. Let me ask you t h i s . When we t a l k about the 

t o t a l produced r e s e r v e s i n the Stevens, Curry, and 

Thornton t r a c t as compared to the Holmstrom t r a c t , when 

we t a l k about t o t a l produced r e s e r v e s , are you 
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in c l u d i n g j u s t t h i s bottom s e c t i o n that i s cut the same 

as Stevens, or are you a l s o i n c l u d i n g the s e c t i o n above 

that? 

A. No. I'm inc l u d i n g the s e c t i o n above that 

a l s o . 

Q. You're i n c l u d i n g the r e s e r v e s that l i e i n 

those two portions? 

A. Yes, s i r . 

Q. And over here, i t would a l s o include j u s t a 

t i n y f r a c t i o n there? 

A. 4,000 b a r r e l s i n that l i t t l e s l i v e r at the 

top. 

Q. Do you have anything e l s e to present from 

E x h i b i t No. 12? 

A. No, s i r . 

Q. L e t ' s move to E x h i b i t No. 13, and I'd ask you 

to i d e n t i f y that, please. 

A. E x h i b i t 13 i s a -- shows i n tabular form a 

c a l c u l a t i o n of, i n what i n my opinion i s , an equitable 

d i s t r i b u t i o n of allowables for t h i s r e s e r v o i r . 

(Thereupon, Hickman E x h i b i t No. 13 

was i d e n t i f i e d . ) 

Q. Would you review those numbers for the 

Commission, please. 

A. Yes, s i r . We l i s t the t o t a l r e s e r v e s , which 
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come from the p r i o r e x h i b i t , by the three t r a c t s . Next 

column shows t h e i r percent of the t o t a l . 

The next column i s the t o t a l standard 

allowable for 160-acre p r o r a t i o n u n i t for t h i s depth 

bracket i s 515 b a r r e l s per day. 

And then the f i n a l column on the right-hand 

side would be taking the t o t a l allowable for the 

r e s e r v o i r assuming the three w e l l s , which i s 1545, and 

mul t i p l y i n g by each t r a c t ' s percent of the t o t a l 

r e s e r v e s . 

And so on that b a s i s you get an allowable for 

the Holmstrom of 499 b a r r e l s per day, for the u n d r i l l e d 

s e c t i o n of 587 b a r r e l s per day, and for the Deemar of 

459 b a r r e l s per day. 

Q. In your opinion, i f these allowables r a t e s 

were set for w e l l s on each of these u n i t s , what would 

be the bottom l i n e , the end r e s u l t of that? 

A. These r a t e s would give each t r a c t , the owner 

of each t r a c t , the opportunity to recover an amount of 

o i l from the o i l r e s e r v o i r t h a t ' s i n proportion to the 

o r i g i n a l r e s e r v e s under t h e i r t r a c t . 

Q. Now, Mr. Hickman, i f the Holmstrom No. 1 

i s n ' t producing at the top allowable r a t e , how does 

that impact what you've j u s t s a i d ? 

A. Well, they are -- i t denies them the 
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opportunity to recover an equitable share of the 

r e s e r v e s i n proportion to the r e s e r v e s they have under 

t h e i r t r a c t . 

I t a l s o has a detrimental — for what portion 

they are able to recover, i t has a detrimental e f f e c t 

economically l n that low producing r a t e s you s t r i n g out 

your economics, and you get into the present where 

you've got continued operating c o s t s which do not 

n e c e s s a r i l y go down. 

You've got much lower revenue and you s t r i n g 

i t out over a long period of time --

Q. Mr. Hickman, my question was what impact 

would the f a c t that the Holmstrom w e l l i s not producing 

at top allowable -- what impact would that have on the 

a l l o c a t i o n of allowables that you have recommended? 

A. The Holmstrom w e l l ? 

Q. Yes, s i r . 

A. I misunderstood your question. 

Q. Yes, s i r . 

A. The Holmstrom w e l l , the d e c i s i o n not to 

produce the Holmstrom w e l l at the top -- i t c u r r e n t l y 

has an allowable of 515 b a r r e l s a day. 

The d e c i s i o n not to produce at that rate i s a 

company d e c i s i o n . 

I do not know, without having access to 
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current w e l l t e s t s , i f t h i s w e l l can produce at that 

r a t e at i t s current i n t e r v a l . 

But I am of that opinion that with that 30 

feet of pay behind-pipes, some of which contains high 

po r o s i t y s t r e a k s , they can perforate that and c e r t a i n l y 

make a water-free 515-barrel-a-day completion, i f they 

so choose. 

Q. Now, i f the producing r a t e s that you've 

t e s t i f i e d to were reduced for the w e l l that i s owned by 

Stevens, Curry, and Thornton, what would be the impact 

on them on an allowable r a t e produced below what you 

have recommended? 

A. Now, you're r e f e r r i n g back to the allowable 

I'm recommending? 

Q. Yes, s i r . 

A. I f they had not been given that allowable --

Q. I f the Deemar i s r e s t r i c t e d below what you 

have recommended, what would be the impact on the 

owners of the o i l i n the west h a l f of t h i s s e c t i o n ? 

A. Well, as I prematurely t e s t i f i e d to a few 

minutes ago, i t would deny them, you know, assuming 

that t h e i r w e l l has a ca p a c i t y to 515 b a r r e l s a day, 

which i t does have, a much lower allowable would deny 

them, f i r s t of a l l , the opportunity to recover a share 

of o i l from the t o t a l r e s e r v o i r that i s equivalent or 
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reasonably equivalent to the o i l th a t ' s under t h e i r 

t r a c t . 

And, secondly, i t would impact economically. 

The extent of that impact would depend on the allowable 

we're d i s c u s s i n g . But what o i l they are allowed to 

produce would come over a longer period of time. 

You would have continued operating c o s t s , so 

you would have l e s s of a p r o f i t margin, and you have 

the present worth of money. 

I t would -- depending on the allowable, i t 

would make the whole t r a n s a c t i o n economically 

u n a t t r a c t i v e . 

Q. Mr. Hickman, aside from the f a c t that the 

unorthodox l o c a t i o n or an unorthodox l o c a t i o n i s 

necessary to penetrate the r e s e r v o i r , i s any advantage 

gained on the owners of the east h a l f of t h i s s e c t i o n 

by v i r t u e of the w e l l l o c a t i o n of the No. 1 Deemar? 

A. Well, f i r s t of a l l , accept the f a c t that i t 

takes an unorthodox l o c a t i o n for the Deemar t r a c t for a 

wellbore to penetrate the producing r e s e r v o i r on the 

Deemar t r a c t . 

Then there i s no advantage gained from t h i s 

that would not be gained by a w e l l anyplace i n the 

r e s e r v o i r . And that d e f i n i t i o n can be elaborated on, I 

think. 
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With an e f f e c t i v e water d r i v e , each b a r r e l of 

o i l that i s produced w i l l be replaced from the bottom 

by a b a r r e l of water. 

Well, you can a c t u a l l y have an e f f e c t i v e 

water d r i v e with not 100 percent replacement, but i f 

you replace most of i t , and t h i s w i l l occur -- t h i s 

replacement w i l l occur, whether i t be a second w e l l i n 

the r e s e r v o i r i s located here, or where i t i s , or 

located way up to the north, or located over i n that 

u n d r i l l e d northeast quarter. 

With the exception of l o c a l coning s i t u a t i o n 

that might a r i s e , the ra t e of r i s e of the oil - w a t e r 

contact i s a function of cumulative production. 

And so there i s no advantage from that 

standpoint by t h i s w e l l being located where i t i s other 

than i t i s necessary to get into the r e s e r v o i r to d r i l l 

i n an unorthodox l o c a t i o n . 

Q. Other than the way the oi l - w a t e r contact w i l l 

r i s e , i s there -- would that be damage to -- would that 

r e s u l t i n damage to the Holmstrom w e l l ? 

A. No, s i r . The production from the Deemar w e l l 

w i l l not damage the p r o d u c t i v i t y of the Holmstrom 

w e l l . 

Again, whether the Deemar w e l l i s located 

where i t i s or whether i t ' s located i n the u n d r i l l e d 
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northeast quarter, i t w i l l contribute, by i t s a u t h o r i t y 

as a r e s e r v o i r , i t w i l l contribute to the r i s e of the 

water leve1. 

And at some point i n the future, the 

Holmstrom w e l l w i l l water out. But t h i s would happen 

whether t h i s w e l l was d r i l l e d there or whether way up 

in the north end. 

Q. In your opinion, does the r e s t r i c t e d 

allowable that i s set f o r t h on E x h i b i t No. 13 for the 

Deemar No. 1 w e l l represent a penalty on that w e l l ' s 

a b i l i t y to produce? 

A. Would you s t a t e that again, s i r ? 

Q. Does the allowable as set fo r t h on E x h i b i t 

No. 13 for the Deemar No. 1 a c t u a l l y represent a 

penalty on that w e l l ? 

A. Yes, s i r , i t i s , s i n c e the top allowable for 

t h i s 160-acre u n i t i s 515, and I'm recommending 459. 

And t h i s w e l l does have the cap a c i t y to water-free at 

515 b a r r e l s a day. 

Q. Do you recommend t h i s approach to a penalty 

be employed by the D i v i s i o n i n a l l o c a t i n g r e s e r v e s i n 

t h i s pool? 

A. Yes, s i r , I think i t ' s a reasonable approach. 

Q. I f the producing r a t e s on the Deemar 

r e s t r i c t e d below t h i s -- be sure we're c l e a r now --
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what Impact does i t have on Stevens, Curry, and 

Thornton i f we go back below the 469? 

A. What impact i t has on Stevens? 

Q. Yes. 

A. Well, Deemar w e l l , assuming that -- w e l l , 

that would depend on where a l l the allowables i n the 

r e s e r v o i r were s e t , but assuming they maintain the 515 

and the other operators had the opportunity, i f they so 

choose, to produce at 515, then there would be -- they 

would not have -- Stevens would not have the f u l l 

opportunity to recover r e s e r v e s from the r e s e r v o i r that 

are equivalent to the r e s e r v e s under h i s t r a c t . 

And i t would a l s o degrade the economics of 

t h e i r s i t u a t i o n . 

Q. Do you have an opinion as to whether or not a 

we l l at t h i s unorthodox l o c a t i o n i s necessary because 

of the s t r u c t u r e i n t h i s pool? 

A. Yes, s i r . This w e l l , f o r t u n a t e l y , i s located 

near the c r e s t of the s t r u c t u r e . Without t h i s w e l l , 

there would be s i g n i f i c a n t recoverable o i l that could 

not be recovered i n t h i s pool. 

In f a c t , whether i t was t h i s w e l l or any 

other w e l l , you would have to be at an unorthodox 

l o c a t i o n to e f f i c i e n t l y d r ain t h i s pool, whether i t be 

on the Deemar t r a c t or the Holmstrom t r a c t or the 
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u n d r i l l e d quarter s e c t i o n . 

I t would take a very s e r i o u s unorthodox 

l o c a t i o n to e f f i c i e n t l y d r ain the r e s e r v e s that cover 

o i l i n t h i s pool. 

Q. Are you f a m i l i a r with the penalty formula, 

that penalty formula that has p r e v i o u s l y been imposed 

on the Deemar w e l l by the New Mexico O i l Conservation 

D i v i s i o n ? 

A. Well, I've seen the c a l c u l a t i o n s that went 

into i t , yes. 

Q. In your opinion, does basing a penalty only 

on proximity to the o f f s e t t i n g property l i n e i n t h i s 

r e s e r v o i r have anything to do with the geometry of the 

r e s e r v o i r ? 

A. Would you repeat that? I have a l i t t l e 

trouble following. 

Q. I ' l l t r y . You're f a m i l i a r with t h i s formula 

g e n e r a l l y ? 

A. Yes, s i r . 

Q. You've t e s t i f i e d to that. Does basing a 

formula only on proximity to the o f f s e t t i n g t r a c t in 

t h i s r e s e r v o i r make sense? 

A. In t h i s p a r t i c u l a r case I do not think i t ' s a 

l o g i c a l approach. 

Q. And why i s that? 

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 

124 

A. Because, as I've t e s t i f i e d , i t does not give 

that p a r t i c u l a r t r a c t the opportunity to recover i t s 

share of the o i l . 

Q. I'd l i k e you now to move to what's been 

marked as Hickman E x h i b i t No. 14, and I'd ask to you 

i d e n t i f y that, please. 

A. This compares as a function of time the 

cumulative o i l from two d i f f e r e n t allowable r a t e s , 

being the 34-barrel-a-day, which i s now assigned to the 

Deemar w e l l , and the top allowable for the r e s e r v o i r of 

515 . 

Granted, t h i s i s a rather s i m p l i s t i c e x h i b i t , 

but i t shows quite g r a p h i c a l l y a f t e r ten years of 

production i f the Deemar w e l l was allowed to produce 

only 34 b a r r e l s a day a f t e r ten years of production, i t 

w i l l have produced only a f r a c t u r e of i t s r e s e r v e s . 

And t h i s would hardly be an economic 

s i t u a t i o n ; whereas, a w e l l producing at the top 

allowable gains tremendous volume of re s e r v e s very 

r a p i d l y . 

(Thereupon, Hickman E x h i b i t No. 14 

was i d e n t i f i e d . ) 

Q. Mr. Hickman, would you now r e f e r to what's 

been marked as your E x h i b i t No. 15 and i d e n t i f y t h i s 

for the Commission. 
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A. Yes, s i r , 15 i s a b r i e f d e s c r i p t i o n of the 

numeric simulator that I u t i l i z e d to do some modeling 

for a very l i m i t e d purpose. 

(Thereupon, Hickman E x h i b i t No. 15 

was i d e n t i f i e d . ) 

Q. What was the s p e c i f i c purpose for which you 

modeled? 

A. That was to look at the compensating drainage 

that would occur i n a highly permeable r e s e r v o i r , both 

h o r i z o n t a l l y and v e r t i c a l l y , that has an e f f e c t i v e 

water d r i v e . 

Q. Do you prefe r to review the f a c t o r s set fo r t h 

on the e x h i b i t with the Commission? Are they --

A. I w i l l go through some of them very r a p i d l y . 

And the Commissioners are c e r t a i n l y capable knowing i f 

they want to hear more from me. 

This i s a three-dimensional black o i l model 

that handles three phases. I t ' s i m p l i c i t pressure, 

e x p l i c i t s a t u r a t i o n . 

I t has a c a p a b i l i t y of simulating o i l 

recovery by s e v e r a l d i f f e r e n t methods, in c l u d i n g water 

dri v e and g r a v i t y drainage. 

We dimension the i n d i v i d u a l g r i d s as 

330-by-330, which i s 2.5 a c r e s . We constructed s i x 

l a y e r s , the top f i v e of which represent the o i l 
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r e s e r v o i r and i s equivalent i n v e r t i c a l t h i c k n e s s to 

the height from the water l e v e l up to the top of the 

producing i n t e r v a l i n the Deemar w e l l . Those 

th i c k n e s s e s are shown there. 

Layer 6 i s our a q u i f e r . I t was made very 

t h i c k and contains a very large volume of water so we 

have s u f f i c i e n t expansion of water to f u r n i s h e f f e c t i v e 

water d r i v e . 

The r e s e r v o i r p r o p e r t i e s , you can see, I l i s t 

them or l i s t the source of them there. 

The volumetrics of the model are 6.74 m i l l i o n 

b a r r e l s of o i l . This agrees -- the volumetric number I 

came up with was 6.84. This agrees c l o s e l y . 

The a q u i f e r volume i s 1.9 b i l l i o n b a r r e l s of 

water, which i s a s u f f i c i e n t a q u i f e r to give us the 

expansion needed. 

Q. A l l r i g h t . Mr. Hickman, l e t ' s now review 

E x h i b i t 16. 

A. E x h i b i t 16 i s the same s t r u c t u r e map t h a t ' s 

already been introduced i n evidence, and o v e r l a i d on 

that i s the g r i d s that were used. 

The l a r g e s t - s i z e d g r i d , the 7-by-16 g r i d 

represents -- of course, t h i s i s a top view. We're 

looking down on i t now -- represents the dimensions of 

the l a y e r 6, the a q u i f e r . 
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And then t h i s l s b u i l t much l i k e a l a y e r 

cake, each -- as we come up, la y e r 6, 5, 4, so f o r t h , 

as we come up, each l a y e r i s smaller i n i t s h o r i z o n t a l 

and width dimensions. 

And the color codes, the red shows the 

extreme of la y e r 5; the gray, l a y e r 4; the blue, lay e r 

3; the green, l a y e r 2; and the yellow, l a y e r 1. 

This i s more r e a d i l y seen by 

three-dimensional view there. 

(Thereupon, Hickman E x h i b i t No. 16 

was i d e n t i f i e d . ) 

Q. That's on E x h i b i t 17? 

A. 17. You're g e t t i n g ahead of me, Counselor. 

Q. A l l r i g h t . L e t ' s take a look at E x h i b i t 17. 

A. Three-dimensional view of the r e s e r v o i r , the 

h o r i z o n t a l s c a l e i s 1/10 of the v e r t i c a l s c a l e , so i t ' s 

exaggerated. But i t does, I think, help v i s u a l i z e the 

model i n which we're t r y i n g to roughly approximate the 

shape of the r e s e r v o i r . 

We have on the f l a t s u r f a c e s that are colored 

i n yellow, we have imposed contour l i n e s off of the 

s t r u c t u r e map to allow you to make that r e l a t i o n s h i p , 

form that v i s u a l image of the s i t u a t i o n . 

You can see at the top of the aq u i f e r , that 

corresponds to the o i l - w a t e r contact of sub-C 6055. 
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Layer 5, which i s 39 fe e t , represents the 

distance from the oi l - w a t e r contact to the bottom of 

the producing i n t e r v a l i n the Holmstrom w e l l . 

The 30-foot i n t e r v a l , which i s la y e r 4, 

represents the distance from the bottom of the 

producing i n t e r v a l to the top of the producing i n t e r v a l 

i n the Holmstrom. 

Layer 3, the 30-foot i n t e r v a l , again, 

represents the behind-pipe i n t e r v a l i n the Holmstrom. 

Layer 2, the 41 f e e t , represents the distance 

from the top of the Holmstrom to the bottom of the 

producing i n t e r v a l i n the Deemar w e l l . 

And i n Layer 1, the 11-foot l a y e r , represents 

the producing i n t e r v a l i n the Deemar w e l l . 

I f your eyesight i s r e a l good, you can look 

on there and see a couple of black dots, and these 

represent where the we l l l o c a t i o n s are i n the model. 

(Thereupon, Hickman E x h i b i t No. 17 

was i d e n t i f i e d . ) 

Q. Mr. Hickman, there are a l s o a couple of red 

l i n e s on t h i s e x h i b i t , i f your eyesight i s r e a l good. 

Could you e x p l a i n what those a c t u a l l y show? 

A. Yes, s i r . There's one red l i n e t h a t ' s 

running p r i m a r i l y over the top of la y e r 1 t h a t ' s a 

l i t t l e b i t diagonal. That i s the lease l i n e , the 
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east-most lease l i n e of the Deemar t r a c t . 

Then there's a l i n e that comes down the 

s t a i r s running, going out to the west, t h a t ' s the lease 

l i n e -- may not be a leas e l i n e -- the l i n e between the 

e x i s t i n g p r o r a t i o n u n i t i n the north. 

In the southeast quarter of the s e c t i o n where 

the Holmstrom produces and the u n d r i l l e d s e c t i o n to the 

northeast. 

Q. What does t h i s e x h i b i t b a s i c a l l y show? 

A. Well, i t allows you to kind of v i s u a l i z e the 

r e s e r v o i r and our r e p r e s e n t a t i o n of i t . 

I t a l s o shows, I think quite g r a p h i c a l l y , why 

with r e l a t i v e l y smaller productive acres that the 

Deemar leas e has both r e s e r v o i r volume and r e s e r v e s 

almost equivalent to the Holmstrom and the u n d r i l l e d 

t r a c t because you can see the t h i c k n e s s . 

That p a r t i c u l a r t r a c t i s up against the f a u l t 

and covers a l l the t h i c k e s t part of the r e s e r v o i r . 

Q. So what we're looking at i s a t r i a n g u l a r 

piece t h a t ' s s o r t of at the top of the model, th a t ' s 

the Deemar t r a c t . 

The portion of i t th a t ' s forward a c t u a l l y , as 

you look at the model at the red l i n e , t h a t ' s the 

southeast quarter. And above the red l i n e stepping 

down the model i s the northeast; i s n ' t that c o r r e c t ? 
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A. That i s c o r r e c t . 

Q. Would you i d e n t i f y E x h i b i t No. 18, p l e a s e . 

A. E x h i b i t 18 i s a r a t e time showing the t o t a l 

p r o ducing r a t e u t i l i z e d i n the model, both f o r o i l and 

water. 

And 420 days we have a l i n e marked a t the 

top, h i s t o r y one way and f o r e c a s t the o t h e r . From 

z e r o , 420 days we a c t u a l l y d u p l i c a t e d the producing 

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

a c t u a l l y e x i s t e d . 

The s t e p up a t about 320 or 30 days, a s h o r t 

s t e p up t h e r e , i s when the Deemar went on p r o d u c t i o n . 

And then you can see a t 420 days t h a t ' s e q u i v a l e n t t o, 

on r e a l time, to November 1, which i s a couple of days 

beyond us h e r e . 

At t h a t time we assumed t h a t the Holstrom 

w e l l would be recompl e t e d i n the behind-pipe s e c t i o n 

and i n c r e a s e d the r a t e on both w e l l s to 515 b a r r e l s per 

day. 

So we've got -- you've got the t o t a l 

r e s e r v o i r p r o d u c i n g a t 1,030 b a r r e l s per day beyond 420 

days . 

(Thereupon, Hickman E x h i b i t No. 18 

was i d e n t i f i e d . ) 

Q. Bottom dash l i n e shows water p r o d u c t i o n ? 
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A. Shows water p r o d u c t i o n . Again, t h i s i s 

ave r a g e . They d i d not r e p o r t water p r o d u c t i o n 

i n i t i a l l y , but t h i s i s the average over the 420 days. 

The model a c t u a l l y -- we d i d n ' t -- we had i t 

showing 2 or 3 b a r r e l s a day. I t h i n k the a c t u a l water 

p r o d u c t i o n i s more l i k e 10 now. 

And then when the Holmstrom was recompleted, 

i t went to z e r o w a t e r s . And then l a t e r the water 

p r o d u c t i o n began a g a i n . 

Q. And, a g a i n , t h i s i s on a l o g a r i t h m i c s c a l e ? 

A. T h i s i s on a l o g a r i t h m i c s c a l e , so i f you're 

not used to d e a l i n g w i t h t h o s e , you have to stop and 

t h i n k a minute. 

Q. A l l r i g h t . L e t ' s go to E x h i b i t 19, and I ' d 

ask you to r e v i e w t h a t . 

A. E x h i b i t 19 --

Q. Mr. Hickman, f i r s t , I t h i n k t h e r e i s a f i g u r e 

we need to c o r r e c t i n the second p o r t i o n of t h i s . I t 

may a l r e a d y have been c o r r e c t e d on some c o p i e s . But 

i t ' s the f o u r t h l i n e down. 

I t ' s average behind-pipe, P S I , t h e r e ' s a 

number t h e r e . I t was o r i g i n a l l y p r i n t e d 3920; t h a t 

s h o u l d be 3970? 

A. DHP i s not beh i n d - p i p e p r e s s u r e ; t h a t ' s 

bottom-hole p r e s s u r e . 
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Q. That's r i g h t . 

MR. WEISS: What did you change? 

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

changed. This i s i n the second sequence, time, day, 

420, i n the fourth l a y e r , coming over to the average 

bottom hole pressure. 

I t was misprinted o r i g i n a l l y as 3920; i t 

should be 3970. 

Q. (BY MR. CARR) A l l r i g h t . Mr. Hickman, would 

you review the e x h i b i t , please? 

A. For four times, d i s c r e t e time periods, t h i s 

gives the r e s u l t s of the model. 

We have s c h e m a t i c a l l y shown for each of these 

periods the l a y e r s , t h e i r proportion and t h i c k n e s s . We 

have shown the lay e r i n t e r v a l from which the two w e l l s 

are producing from. 

We've shown the cumulative production by 

la y e r and by the r e s e r v o i r that the model i n d i c a t e s . 

We're showing the average bottom-hole 

pressure from that l a y e r , the average water s a t u r a t i o n 

from that l a y e r . 

At times zero, of course, i s cumulative 

production. The average bottom-hole pressure, you can 

see there, that w i l l on a weighted average b a s i s come 

out c l o s e to what these bottom-hole pressure surveys 
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are showing us. 

The average water s a t u r a t i o n , although i t 

in c r e a s e s by depth — t h i s i s a function of the model 

-- i t ' s g r a v i t a t i o n a l adjustments. 

The weighted average of the water would be 25 

percent for a l l the l a y e r s . 

Then at 420 days, which i n r e a l time would be 

j u s t a few days from now, the model has in d i c a t e d 

cumulative o i l production of 109 b a r r e l s , which would 

be very c l o s e to what i t ' s a c t u a l l y going to be. 

Water, 1,000 b a r r e l s — a c t u a l l y , the water 

production would be s e v e r a l thousand b a r r e l s at that 

point by a c t u a l count. 

Average bottom-hole pressure i s being w e l l 

maintained at t h i s point, even though we've had f a i r l y 

s i g n i f i c a n t voidage. 

Average water s a t u r a t i o n i s not changing. 

I t ' s desaturated a l i t t l e b i t i n the fourth l a y e r , but 

the f i f t h l a y e r i s the big l a y e r v o l u m e t r i c a l l y . 

And you can see there there's been an 

incre a s e i n that water s a t u r a t i o n . 

And then time, day, and at t h i s point -- t h i s 

i s the point i n time which we assume a f t e r 420 days we 

change the completion i n the Holmstrom from lay e r 4 to 

lay e r 3, which i s the behind-pipe, assume l a y e r 4 i s 
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shut o f f . 

Then at 570 days, the model I n d i c a t e s t o t a l 

production from the r e s e r v o i r of 260,000 b a r r e l s , 2,000 

b a r r e l s of water. 

And, again, you see that the bottom-hole 

pressure i s being f a i r l y w e l l maintained i n each l a y e r 

and that the water s a t u r a t i o n i s s t a b i l i z e d except we 

see the e f f e c t of bottom water encroachment i n the 

bottom l a y e r . The s a t u r a t i o n i s i n c r e a s i n g . 

And then the l a s t time step shown i s 750 

days. At that point we're up to 403,000 b a r r e l s and 

15,000 b a r r e l s of water. 

Again, the bottom-hole pressure i s being 

maintained wit h i n a few pounds. Water s a t u r a t i o n i s 

about the same, except there's s i g n i f i c a n t i n f l u x of 

water i n the bottom l a y e r . 

(Thereupon, Hickman E x h i b i t No. 19 

was i d e n t i f i e d . ) 

Q. Based on your study what conclusions have you 

reached about t h i s r e s e r v o i r ? 

A. Well, t h i s r e s e r v o i r , to put i t i n the 

layman's vernacular, comes about as cl o s e as any y o u ' l l 

f i n d i n which there's a common drainage that each w e l l 

i s sharing from -- can dra i n throughout the r e s e r v o i r . 

So they're sharing a common pool of o i l , so 
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you have compensating drainage. And although they 

might be and w i l l be a le a s e boundary, i t means nothing 

to Mother Nature. That's j u s t p o l i t i c a l boundary 

i n s t a l l e d by man. 

A r e s e r v o i r e x i s t s because of various 

p h y s i c a l forces that act i n the past, and i t has no --

p o l i t i c a l boundaries have no r e l a t i o n s h i p . 

So there's movement of the o i l throughout the 

r e s e r v o i r , the prime movement being the upward flow of 

the o i l and the replacement by the bottom water. 

Q. I f the current w e l l s i n t h i s pool are 

produced and r e s t r i c t e d as you recommended, i n your 

opinion w i l l any advantage be gained by Curry and 

Thornton, and Stevens on the p r o p e r t i e s that are 

operated by Santa Fe to the ea s t ? 

A. I t w i l l a f f o r d -- i t w i l l a f f o r d the owners 

on Deemar to have the opportunity to recover volume of 

o i l t h a t ' s equivalent to the o i l under t h e i r l e a s e at 

t h i s time. 

Q. Under these producing r a t e s , w i l l i t al s o 

a f f o r d to the owners of the p r o p e r t i e s i n the east h a l f 

of t h i s s e c t i o n an opportunity to produce t h e i r f a i r 

share of the r e s e r v e s ? 

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

Q. In your opinion i s a nonstandard p r o r a t i o n 
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u n i t necessary for the development of t h i s pool? 

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

Q. And why i s that? 

A. Because i t ' s necessary for p r o t e c t i n g 

c o r r e l a t i v e r i g h t s . Without i t the Deemar t r a c t could 

not recover the s u b s t a n t i a l amount of r e s e r v e s that are 

under i t . 

I t ' s important from a waste c o n s i d e r a t i o n 

without a -- abnormal l o c a t i o n , they're s t r u c t u r a l l y 

high, there's a s i g n i f i c a n t amount of o i l that could 

not be recovered i n the r e s e r v o i r . 

Q. To recover that, would a d d i t i o n a l w e l l s have 

to be d r i l l e d i f the u n i t was not approved? 

A. Yes, s i r . 

Q. In your opinion are recoverable r e s e r v e s an 

appropriate way based on t h i s information to a l l o c a t e 

production i n t h i s pool? 

A. In t h i s pool, with the data t h a t ' s a v a i l a b l e 

at t h i s time, i t i s an appropriate method. 

Q. Do you b e l i e v e there i s s u f f i c i e n t data 

a v a i l a b l e to make a reasonable c a l l w i t h i n normal 

engineering and g e o l o g i c a l parameters to a l l o c a t e on 

t h i s b a s i s ? 

A. Yes, s i r . 

Q. In your opinion, i f that i s done, w i l l waste 
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be p r e v e n t e d ? 

A. Yes, s i r . 

Q. W i l l c o r r e l a t i v e r i g h t s be p r o t e c t e d ? 

A. Yes, s i r . 

Q. Were E x h i b i t s 8 t h r o u g h 19 p r e p a r e d by y o u , 

Mr. Hickman? 

A. They were. 

MR. CARR: At t h i s t i m e I move t h e a d m i s s i o n 

o f Hickman E x h i b i t s 8 t h r o u g h 19. 

( T h e r e u p o n , Hickman E x h i b i t s 8-19 

were o f f e r e d i n t o e v i d e n c e . ) 

MR. LeMAY: W i t h o u t o b j e c t i o n t h o s e e x h i b i t s 

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

( T h e r e u p o n , Hickman E x h i b i t Nos. 8-19 

were a d m i t t e d i n t o e v i d e n c e . ) 

I s t h a t a l l , Mr. C a r r ? 

MR. CARR: Yes, s i r . 

MR. LeMAY: Thank y o u . 

W e ' l l t a k e a b r e a k and r e t u r n a t 1:30. 

( T h e r e u p o n , t h e p r o c e e d i n g s were 

r e c e s s e d f o r l u n c h . ) 

MR. LeMAY: I t h i n k we were t o b e g i n w i t h 

c r o s s - e x a m i n a t i o n o f Mr. Hickman. 

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

Mr. P a d i l l a . 
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CROSS-EXAMINATION 

BY MR. PADILLA: 

Q. Mr. Hickman, I n your E x h i b i t No. 11, you took 

t h a t s t r a i g h t from Mr. A h l e n 1 s maps; i s n ' t t h a t 

c o r r e c t ? 

A. I ' l l make s u r e I have t h i s . I can -- E x h i b i t 

11 i s the g r o s s i n t e r v a l i s o p a c h . Are we on the r i g h t 

group of e x h i b i t s ? 

Q. Yes, s i r . 

A. I c o n s t r u c t e d t h a t based on h i s s t r u c t u r a l 

map . 

Q. And h i s s t r u c t u r e map i s e s s e n t i a l l y your 

E x h i b i t 10? 

A. Yes, s i r . 

Q. I f Mr. Ahlen i s i n c o r r e c t i n h i s 

i n t e r p r e t a t i o n of the s t r u c t u r e , then your i n f o r m a t i o n 

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

A. W e l l , whether i t ' s any s i g n i f i c a n t v a r i a n c e 

would depend on the degree of the n a t u r e of -- or the 

change t h a t was r e q u i r e d i n h i s work. 

Q. But you e s s e n t i a l l y took h i s i n f o r m a t i o n and 

changed i t v e r y l i t t l e , and on t h a t b a s i s you then made 

your models and your computations r e g a r d i n g p r o d u c t i v e 

a c r e a g e s and r e s e r v e s ? 

A. Yes, s i r . I d i d not change h i s s t r u c t u r a l 
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i n t e r p r e t a t i o n at a l l . 

Q. You accepted those without changing them? 

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

Q. Let me r e f e r you to the E x h i b i t No. 12, which 

i s the next one, and you added on that e x h i b i t average 

net pay t h i c k n e s s . Why was that done? 

A. I think i t helps e l i m i n a t e the process, 

b e t t e r understanding why you go from a productive acre 

s i t u a t i o n . 

The p r o p o r t i o n a l i t y between the various 

production acres changes g r e a t l y when you s t a r t looking 

at r e s e r v o i r volume, r e s e r v o i r r e s e r v e . 

Of course, i t ' s the matter of t h i c k n e s s , the 

average t h i c k n e s s e s underneath these various t r a c t s . 

And t h i s helps i l l u s t r a t e t h at. 

Q. Do you know the exact t h i c k n e s s of the 

s t r u c t u r e to the north of the Deemar w e l l or the north 

Santa Fe w e l l ? 

A. Do I know the exact? 

Q. Yes, s i r . 

A. What context? 

Q. In terms of exactness, or you j u s t , as I 

understand, you're j u s t simply taking an i n t e r p r e t a t i o n 

and g i v i n g some value of th i c k n e s s of that; i s that 

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 

140 

A. No, s i r . I'm using -- I'm doing what i s 

always done i n industry work i n co n s t r u c t i n g isopach. 

I'm taking a s t r u c t u r a l i n t e r p r e t a t i o n , 

u t i l i z i n g that to construct an isopach. That's the 

standard procedure. 

I f you mean do I have wellbores a l l over t h i s 

area, obviously I do not. 

Q. In your computations did you use gross or net 

pay f i g u r e s ? 

A. I used gross i n t e r v a l as net pay. 

Q. Are you saying there's no d i f f e r e n c e between 

gross and net pay? 

A. I'm applying a por o s i t y , an average porosity, 

that i s average for the gross i n t e r v a l . 

Q. Well, I s t i l l have a hard time understanding 

what's the d i f f e r e n c e between gross pay and net pay as 

you used i t i n your e x h i b i t s ? 

A. There i s no d i f f e r e n c e as I'm u t i l i z i n g i t . 

The method I used, there's no d i f f e r e n c e between gross 

and net pay. 

Q. Le t ' s go on now to your E x h i b i t 14. Let me 

r e f e r you to the bottom l i n e there, the 10-year l i n e . 

Assuming the Deemer w e l l i s allowed to 

produce at a rate c l o s e to 515 b a r r e l s a day, you 

e s s e n t i a l l y a r r i v e at a fi g u r e of 1880, same as --
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which i s the top allowable l i n e or f i g u r e on the l a s t 

column; i s n ' t that c o r r e c t ? 

A. A ra t e — or a ra t e of 515 b a r r e l s a day 

everyday for 10 years w i l l give you 1,880,000 b a r r e l s . 

Q. How does that r e l a t e to the fi g u r e of 670 

that you have a t t r i b u t e d to the Stevens t r a c t ? 

A. There's no r e l a t i o n . This i s not t i e d to 

res e r v e s or future p r o j e c t i o n s of p r o d u c t i v i t y of a 

p a r t i c u l a r w e l l or anything. I t ' s j u s t a computation 

of years times the r a t e . 

Q. You're asking for top allowable i n t h i s pool, 

aren't you? You're recommending a top allowable, or at 

l e a s t — 

A . No, s i r . 

Q. -- very c l o s e to the top allowable? 

A. I'm not recommending the top allowable. I'm 

recommending a reduced allowable. 

Q. What i s the reduced allowable you're 

recommending? 

A. 459 b a r r e l s a day. 

Q. That 459 b a r r e l s , you're going to approximate 

the 1880 fi g u r e to some extent, aren't you, over a 

10-year period? 

A. No, s i r . 

Q. I f you multiply 459, or whatever i t i s , on a 
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d a i l y r a t e over a 10-year period, what do you get? 

A. 1880. 

Q. And i s n ' t that what the production from your 

w e l l or the Stevens w e l l i s going to be over a 10-year 

period? 

A. No, s i r . 

Q. What w i l l i t be? 

A. I do not know. 

Q. Assuming, Mr. Hickman, that you produced t h i s 

w e l l at 459 b a r r e l s over a 10-year period on a d a i l y 

r a t e of 459, you're going to exceed the 690,000 

b a r r e l s , are you not, or 670,000 b a r r e l s ? 

A. I f the w e l l produced for ten years at that 

r a t e , which i t w i l l not, yes, you would see that, and 

i f i t went for 20 years, you would double that. 

Q. In your model did you consider the l i f e of 

the r e s e r v e s over the l i f e of the r e s e r v o i r , or did you 

consider the production from each w e l l over the l i f e of 

the r e s e r v o i r ? 

A. No, s i r , I did not run the model that long. 

Q. Why did you not do that? 

A. Because I did not have time to do that. 

Q. Aren't your c a l c u l a t i o n s based on e s s e n t i a l l y 

t o t a l recoverable r e s e r v e s and shouldn't you take that 

into c o n s i d e r a t i o n in formulating your model? 
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A. You b u i l d your model to represent the 

o r i g i n a l o i l i n place. 

And then i f the model can be reasonably, 

a c c u r a t e l y constructed to d u p l i c a t e r e s e r v o i r 

mechanism, et c e t e r a , then you can get from that 

r e s e r v e s . That's one way to approach r e s e r v e s . 

Q. What parameters, then, did you use i n making 

your model? 

A. Well, parameters are shown on E x h i b i t --

whatever -- E x h i b i t 15, s i r . 

Q. Do your c a l c u l a t i o n s show anywhere how long 

t h i s r e s e r v o i r i s going to l a s t at a producing r a t e at 

the top allowable? 

A. For which w e l l producing at top allowable? 

Q. Well, we have two w e l l s i n the r e s e r v o i r . 

Now, you're asked, assuming you're allowed to produce 

the w e l l at which you're recommending and a l s o 

c onsidering what the Santa Fe w e l l i s producing at now 

or even at the top allowable, did you make any 

c a l c u l a t i o n s as to the l i f e of the r e s e r v o i r based on 

withdrawal r a t e s from both of those w e l l s ? 

A. I ran the model to, as shown on E x h i b i t 16 --

no, not at 16. E x h i b i t 19. As shown, I ran the model 

out 750 days. 

At that point the Deemar was s t i l l capable, 
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according to the model, was s t i l l capable of 515 

b a r r e l s a day. 

I a l s o -- we a l s o made a p r o j e c t i o n , assuming 

515 b a r r e l s a day, and assume -- and j u s t made the 

assumption that the w e l l would flow and produce at the 

top r a t e for h a l f the reserve l i f e , the 670,000 b a r r e l s 

r e s e r v e . 

And at that point, s t a r t making water go and 

pump and flow at the top r a t e , and I forget the 

de c l i n e , i t ' s a f a i r l y steep d e c l i n e , to use up the 

re s e r v e s by economic l i m i t . 

And I cannot r e c a l l , s i r , the l i f e that t h i s 

gives me, but I did make that c a l c u l a t i o n . 

I t was based on assumptions as to how long i t 

would flow and not a c a l c u l a t i o n . 

Q. How did you make those assumptions? 

A. That was j u s t an engineering judgment, j u s t 

based on very general experience, saying, "Okay, these 

w e l l s probably get h a l f the res e r v e s out. This w e l l 

has got a good s t r u c t u r a l l o c a t i o n , might get h a l f the 

re s e r v e s out before you get off your top r a t e . " 

And from that point on, y o u ' l l have to 

probably s t a r t pumping i t some and s t a r t going down i n 

ra t e to capa c i t y u n t i l you deplete i t . 

Q. How long w i l l i t take to reach the h a l f - l i f e 
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of the r e s e r v o i r ? 

A. Well, 670, h a l f of that i s 335,000 b a r r e l s 

divided by 188. 515 b a r r e l s a day, you produce 188,000 

b a r r e l s . 

So i t would take you l e s s than two years to 

reach that h a l f reserve l i f e . 

Q. Well, on your 750-day model, you're s t i l l 

showing a f u l l r a t e at 515 b a r r e l s ? 

A. That's r i g h t . 

Q. I s the model i n f l e x i b l e as f a r as being able 

to a t t r i b u t e a c t u a l production f i g u r e s , or don't you 

simply have any information as f a r as that i s 

concerned? 

A. No. What I s a i d , we made a p r o j e c t i o n and 

j u s t made the assumption that i t would produce top 

allowable h a l f reserve l i f e ; that was j u s t an 

assumption we made. 

The modeling we did, which was not done 

s p e c i f i c a l l y for that purpose but does serve some 

i n s i g h t , showed that, what, 750 days i s 2-1/2 years 

approximately, or a l i t t l e l e s s , at that point the w e l l 

was s t i l l capable of 515. 

Q. Did you use any data from other Devonian 

r e s e r v o i r s to make your assumption? 

A. Nothing s p e c i f i c , j u s t general experience 
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with Devonian r e s e r v o i r s i n the Permian Basin. 

Q. Mr. Hickman, i n E x h i b i t No. 15 you've given 

the permeability at 1,000 m i l l i d a r c i e s , t h a t ' s 

v e r t i c a l l y and h o r i z o n t a l l y . 

Can you t e l l me how f a r w i l l t h i s w e l l drain 

the Deemar -- the Stevens w e l l ? 

A. This w e l l i s capable of draini n g the t o t a l 

r e s e r v o i r . 

Q. And yet you say there's no r e l a t i o n to 

proximity to leas e l i n e s or i n s o f a r as the spacing 

r u l e s of w e l l l o c a t i o n s are concerned? 

A. I'm a f r a i d I do not follow your question. 

Q. Well, you're basing your f i g u r e s s t r i c t l y on 

productive acreage or r e s e r v e s , i s n ' t that c o r r e c t , 

and, therefore, you're saying that, therefore, Stevens 

ought to be able to produce at the f u l l r a t e ? 

A. Well, at the recommended r a t e , 459 b a r r e l s a 

day. 

Q. And i t ' s your opinion that proximity to lease 

l i n e s shouldn't have anything to do i n t h i s case; i s n ' t 

that c o r r e c t ? 

A. Yes, s i r , i n t h i s p a r t i c u l a r r e s e r v o i r , that 

i s true. 

Q. Have you ever been involved i n other 

s i t u a t i o n s where proximity to the lease l i n e s are 
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Important ? 

A. I , through the y e a r s , I ' v e been I n v o l v e d i n a 

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

s p a c i n g and whatnot. 

I'm h a r d - p r e s s e d to p o i n t out s p e c i f i c 

i n s t a n c e s on the spur of the moment, but I have been 

i n v o l v e d i n those p r o c e s s e s b e f o r e . 

Q. From a c o n s e r v a t i o n s t a n d p o i n t and f o r 

p r o t e c t i o n of c o r r e l a t i v e r i g h t s , you would agree w i t h 

me t h a t r u l e s were made f o r a d e f i n i t e purpose as f a r 

as w e l l l o c a t i o n s ; i s n ' t t h a t c o r r e c t ? 

A. I n some i n s t a n c e s they a r e . 

Q. Would you agree w i t h me i n most i n s t a n c e s 

they a r e ? 

A. I t h i n k i n most i n s t a n c e s the r u l e s a r e 

a p p l i e d f o r a r e a s o n a b l e purpose. 

Q. There i s some g e n e r a l scheme to s p a c i n g w e l l s 

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

standpo i n t ? 

A. From a v e r y broad s t a n d p o i n t , y e s . 

Q. I t h i n k I have one f u r t h e r q u e s t i o n . 

With r e g a r d to your p e r m e a b i l i t y f i g u r e , 

t h a t ' s v e r y good p e r m e a b i l i t y i n an o i l r e s e r v o i r , 

i s n ' t t h a t ? 

A. Yes, s i r . 
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MR. PADILLA: I b e l i e v e t h a t ' s a l l I have. 

MR. LeMAY: Thank you, Mr. P a d i l l a . 

Mr. K e l l a h i n . 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Hickman, when were you f i r s t r e t a i n e d as 

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

A. I b e l i e v e i t was l a t e J u l y of the y e a r . 

Q. I n your p r e p a r a t i o n d i d you r e v i e w any of the 

p r i o r t r a n s c r i p t s or e x h i b i t s t h a t were p r e s e n t e d by 

e i t h e r p a r t i e s i n any of the p r i o r c a s e s t h a t a r e now 

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

A. I had. 

Q. Do you know our r e s e r v o i r e n g i n e e r i n g e x p e r t , 

Mr. Buddy S i p e s ? 

A. Yes, s i r , I do. 

Q. How do you know him, s i r ? 

A. We were schoolmates t o g e t h e r . H i s w i f e was a 

d i e t i c i a n a t my do r m i t o r y . 

When I l e f t major company employment, I went 

to work f o r a f i r m t h a t he was an a s s o c i a t e i n . We 

worked t o g e t h e r f o r s e v e r a l y e a r s . We've m a i n t a i n e d 

c o n t a c t and f r i e n d s h i p f o r a long time. 

Q. What i s your o p i n i o n of h i s p r o f e s s i o n a l 

e x p e r t i s e as a r e s e r v o i r e n g i n e e r ? 
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A. I think Mr. Sipes i s a good r e s e r v o i r 

engineer. 

Q. Let me ask you i f the presumption i s made 

that Mr. Ahlen's geology, p r i n c i p a l l y h i s s t r u c t u r e 

map, i s ab s o l u t e l y 100 percent c o r r e c t , that there i s 

j u s t no range of reason for doubt about h i s 

i n t e r p r e t a t i o n of that s t r u c t u r e , i f you make that 

assumption, what degree of confidence do you have as an 

engineer that your work based upon that s t r u c t u r e map 

i s accurate? 

A. I would have a high degree of confidence l n 

that reserve work. 

Q. L e t ' s do i t i n terms of a percentage, i f you 

w i l l , with me, Mr. Hickman. I f we take as our s t a r t i n g 

point the i n t e r p r e t a t i o n of the s t r u c t u r e by Mr. Ahlen, 

then we in t e g r a t e your work where you have 

v o l u m e t r i c a l l y estimated the re s e r v e s and plus by a 

computer simu l a t i o n a l s o come up with some r e s u l t s , 

w i t h i n that work that you have performed, you have 

s e l e c t e d c e r t a i n parameters and made c e r t a i n judgments 

as an engineer, there's a range of choice for you, i s 

there not? 

A. There i s , s i r . 

Q. In terms of a percentage then, with regard to 

your work, 100 percent being a b s o l u t e l y p e r f e c t , what 
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degree of c e r t a i n t y do you have that your performance 

of your a c t i v i t y i s accurate? 

A. I don't think i t can be q u a n t i f i e d i n that --

in quite those terms. 

There are two wellbore penetrations, p a r t i a l 

penetrations of the r e s e r v o i r . Based on t h i s , we can 

analyze the logs to get a determination of por o s i t y 

over that i n t e r v a l to come up with an average porosity 

of 7.8 percent. 

That d e f i n i t e l y f a l l s w i t h i n what I consider 

to be a reasonable range for t h i s type of r e s e r v o i r . 

That's a number I'm comfortable with. 

What degree of a c t u a l accuracy that number 

represents, I cannot say. I t ' s a very reasonable 

number. I'm more than w i l l i n g to do reserve work and 

sign my name to reserve work based on that number. 

Q. When you c a l c u l a t e the r e s e r v e s that are to 

be producible w i t h i n Mr. Stevens' share of the s e c t i o n 

for the Devonian, you have c a l c u l a t e d based upon these 

various estimates a t o t a l recoverable reserve as 

670,000 b a r r e l s of o i l ? 

A. Yes, s i r , t h a t ' s a volumetric reserve 

c a l c u l a t i o n under that t r a c t . 

Q. But i t represents an estimate as opposed to 

an absolute? 
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A. Yes, s i r . We can set that on record r i g h t 

now. U n t i l you produce that l a s t b a r r e l of o i l , 

r e s e r v e s are always estimates. 

Q. I f y o u ' l l turn with me to your E x h i b i t No. 

10, which i s the Devonian s t r u c t u r e map that you 

presented i n your d i r e c t testimony, when you compare 

that to Mr. Ahlen's E x h i b i t No. 4, which i s h i s 

s t r u c t u r e map, am I c o r r e c t i n understanding that you 

see no ma t e r i a l d i f f e r e n c e between the two? 

A. We took h i s s t r u c t u r e map and created t h i s 

one . 

Q. A l l r i g h t . L e t ' s use yours then. When we 

look at the s t r u c t u r e r e l a t i o n s h i p between the Deemar 

w e l l and Santa Fe's Holmstrom w e l l --

A. Yes, s i r . 

Q. -- the Deemar w e l l has approximately 55 feet 

of s t r u c t u r a l advantage over the Holmstrom w e l l , does 

i t not? 

A. Correct, s i r . 

Q. When you come up with your estimated t o t a l 

u ltimate o i l recovery out of that block i n the Devonian 

that i s west of the midpoint of the s e c t i o n and yet 

east of the primary f a u l t , the 670,000 b a r r e l s of o i l , 

what portion of that i s produced above the 5900-foot 

contour l i n e ? 
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A. Above the 5900-foot contour l i n e ? 

Q. Yes, s i r . 

A. None of i t , s i r . 

Q. Okay. When we look at the r e l a t i o n s h i p 

s t r u c t u r a l l y of one w e l l to another, we get the 

Holmstrom w e l l at a minus 5956? 

A . Yes, s i r . 

Q. That represents the top of the Devonian? 

A. Yes, s i r . 

Q. Am I c o r r e c t i n understanding that based upon 

your study, the Deemar w e l l i s going to produce a l l 

those Devonian o i l r e s e r v e s that are higher i n 

s t r u c t u r a l p o s i t i o n than that contour l i n e ? 

A. How do you reach that conclusion, s i r ? 

Q. Well, because the o i l i s going to migrate 

up-structure to the producing Deemar w e l l and i s not 

going to go down-structure to my c l i e n t ' s w e l l . 

A. What assumption you're making as to, what, 

w i l l be another w e l l d r i l l e d and the u n d r i l l e d --

Q. I make no assumptions at a l l . I'm asking 

you, s i r , as a r e s e r v o i r engineer, i s i t not a c o r r e c t 

conclusion to say that the Deemar w e l l i s going to 

dr a i n the o i l r e s e r v e s on the east side of the 

c e n t e r l i n e of the s e c t i o n : Yes, no? 

A. Going to d r a i n the o i l r e s e r v e s ? Talking 
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about the t o t a l r e s e r v e s , no, s i r . 

Q. The Deemar w e l l as I t produces t h a t o i l i s 

going to honor the p o l i t i c a l s e c t i o n l i n e t h a t 

s e p a r a t e s the e a s t h a l f from the west h a l f ? 

A . No, s i r . 

Q. I t ' s going to f o l l o w contour l i n e , i s n ' t i t ? 

A. F o l l o w a contour l i n e ? 

Q. Yes, s i r . 

A. I'm not s u r e I f o l l o w your q u e s t i o n , s i r . 

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

d i s p l a y t h a t ' s i n p l a c e i n the s o u t h e a s t q u a r t e r t h a t 

i s above the p o i n t minus 9556, where i s t h a t o i l going 

to go? 

A. That o i l w i l l be produced by any w e l l i n the 

r e s e r v o i r t h a t i s s t r u c t u r a l l y h i g h e r than the 

Holmstrom w e l l . 

Q. And i f t h e r e i s no o t h e r w e l l than the Deemar 

w e l l , the Deemar w e l l g e t s i t ? 

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

Q. What i s the volume of o i l w i t h i n t h a t a r e a 

t h a t i s i n the s o u t h e a s t q u a r t e r t h a t i s above the 

minus 5956 contour l i n e s ? 

A. 65,000 b a r r e l s r e c o v e r a b l e o i l i s our 

e s t i m a t e of r e s e r v e s . 

Q. Do you have t h a t on some d i s p l a y t h a t --
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A. That i s E x h i b i t 12, s i r . 

Q. I s that the area t h a t ' s represented i n the 

yellowish-green portion on E x h i b i t No. 3? 

A. Yes, s i r , t h a t ' s the wedge-shaped area i n the 

kind of sicky-green c o l o r . 

Q. When we look at the s e c t i o n and div i d e i t 

into quarter s e c t i o n s , and perhaps the best point of 

reference i s your E x h i b i t No. 10, Mr. Hickman. 

A. Okay, s i r . 

Q. When we look at the southwest quarter of that 

s e c t i o n , what approximate percentage of that southwest 

quarter l i e s east of the f a u l t and yet w i t h i n that 

portion of the spacing u n i t ? 

A. I'm so r r y . I'm haven't quite followed you, 

s i r . 

Q. A l l r i g h t . I'm looking at standard s i z e 

spacing u n i t s for the pool. I f we take the s e c t i o n and 

divi d e i t into four standard 160-acre quarter s e c t i o n s , 

I want to examine with you --

A. Are you speaking of standard s i z e or standard 

shape? 

Q. Standard shape. Southeast quarter represents 

a standard shape. I f we look at the southwest quarter, 

that would represent a standard shape by which your 

c l i e n t would have the option to dedicate h i s w e l l . 
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What I'm looking for w i t h i n the southwest 

quarter i s what portion of the southwest quarter i s 

productive by t h i s w e l l at i t s l o c a t i o n from the 

Devonian? 

A. I t would be a very small percentage. 

Q. When we look at the northwest quarter, what 

portion of the northwest quarter of a standard shaped 

spacing u n i t i s going to be east of the f a u l t l i n e and 

p o t e n t i a l l y contribute production for that quarter 

s e c t ion? 

A. Supposed to be about -- looks to be about 25 

percent. I'm sorry, s i r . Which quarter? 

Q. Northwest. 

A. Northwest? 

Q. Yes, s i r . 

A. Okay. 25 percent. 

Q. I f we're going to attempt to share the 

Devonian r e s e r v o i r from the s e c t i o n between only two 

w e l l s , l e t ' s assume a nonstandard s i z e u n i t as your 

c l i e n t s propose for the east h a l f of the west h a l f , but 

l e t ' s a l s o presume that Mr. McAlpine i n Santa Fe 

reconfigured t h e i r spacing u n i t , stack them four 40's 

on top of each other and dedicate the west h a l f of the 

east h a l f so now we have the same s i z e and shape 

competing nonstandard u n i t s for the two w e l l s . Okay? 
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A. Okay, s i r . 

Q. What portion of the r e s e r v o i r i n terms of 

your volume would be assigned to the east h a l f of the 

west h a l f ? 

A. The east h a l f of the west h a l f , which i s the 

Deemar t r a c t forgive me, I'm a l i t t l e slow. I'm 

t r y i n g to v i s u a l i z e these. 

From a r e s e r v o i r , producible r e s e r v o i r volume 

and a reserve b a s i s , i t would be 29.7 percent. 

Q. That number remains unchanged on your E x h i b i t 

No. 13? 

A. Correct, s i r . 

Q. When we look now at the west h a l f of the east 

h a l f now, so that we've e s t a b l i s h e d a spacing unit of 

the same s i z e and shape as Mr. Stevens' spacing u n i t , 

what i s the t o t a l recoverable r e s e r v e s assigned to a 

spacing u n i t of that configuration? 

A. 70.3 percent. 

Q. Am I c o r r e c t i n understanding that you as an 

engineer have concluded that at the r a t e the w e l l s are 

produced i s not going to make a d i f f e r e n c e i n t o t a l 

ultimate recovery for e i t h e r w e l l ? 

A. No, s i r , I don't think I've s t a t e d that 

p o s i t i o n . 

Q. Let me make sure I understand your conclusion 
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with regards to the r a t e . You have not proposed a 

portion of the penalty based upon the proximity of one 

wel l to another to the common spacing l i n e ; i s that 

true? 

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

Q. Maybe I misunderstood, but I thought i n 

context of your d i s c u s s i o n s with Mr. Carr, you've 

i n d i c a t e d that you do not expect any ra t e r e l a t i o n s h i p 

to i n f l u e n c e the drainage areas between the two w e l l s ; 

do I misunderstand that? 

A. I b e l i e v e I s t a t e d that producing the Deemar 

w e l l at the recommended allowable r a t e would not a f f e c t 

the form or the p r o d u c t i v i t y of the Holmstrom w e l l . 

Only to the extent that any withdrawal from 

that r e s e r v o i r causes a r i s e i n the water l e v e l and 

whether i t was the Deemar w e l l producing or w e l l 

d r i l l e d on the u n d r i l l e d quarter, i t would be the same 

r e s u l t s as f a r as the r i s e of the water t a b l e . 

Q. From that statement, then, I may have drawn 

an i n c o r r e c t conclusion or inf e r e n c e . 

I had assumed that by i n c r e a s i n g the r a t e on 

the Deemar w e l l to the proposed r a t e that you have 

suggested of 459 b a r r e l s , i n order to prevent waste and 

protect c o r r e l a t i v e r i g h t s and a l l those wonderful 

things, that you would thereby not a f f e c t the a b i l i t y 
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of the Holmstrom w e l l to produce i t s share of the o i l ? 

A. That i s c o r r e c t . So long as allowables are 

assigned, i t allows opportunity of each operator to 

recover from the pool r e s e r v e s equivalent to the 

r e s e r v e s under t h e i r t r a c t . 

Then there i s no advantage gained, there's no 

harm done to the Holmstrom w e l l or i t s p o s i t i o n . I t ' s 

at a p a r t i c u l a r s t r u c t u r a l l e v e l r i g h t now. 

With an e f f e c t i v e water d r i v e that w e l l w i l l 

e v e n t u a l l y water out at some point i n time. I t ' s got 

producible r e s e r v e s under i t s t r a c t . 

I t ' s c o n t r o l l e d by i t s l o c a t i o n . That cannot 

be changed. That has nothing to do with where the 

Deemar i s or i s n ' t . 

And so long as you allow the opportunity to 

produce r a t a b l y , then you've protected c o r r e l a t i v e 

r i g h t s , you've prevented waste, and there's no damage. 

Q. Ratably. Therein l i e s my question, Mr. 

Hickman, i s that i f you i n c r e a s e the r a t a b l e 

withdrawals or the withdrawals from the Deemar w e l l 

from 34 b a r r e l s to 459 b a r r e l s , some 13-1/2 times 

greater than c u r r e n t l y permitted, you're going to cause 

that o i l , that water encroachment down-structure i n the 

southeast portion to move 13-1/2 times f a s t e r as i t 

migrates up through the southeast quarter, are you not? 
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A. The water r i g h t s , excepting l o c a l coning 

conditions i n response to cumulative production, so the 

f a s t e r you draw out the o i l , the f a s t e r the water r i s e s 

to replace i t . 

Q. I f the Commission i n i t s wisdom then decides 

to maintain a low producing r a t e for the Deemar w e l l of 

34 b a r r e l s of o i l , i t i s , therefore, not going to cause 

your ultimate o i l recovery to be diminished? 

A. Yes, i t w i l l . 

Q. Well, you've t o l d me you're going to get the 

679,000 b a r r e l s r e g a r d l e s s of the r a t e . 

A. I f I t o l d you that, then I misspoke because 

that was not my i n t e n t i o n , s i r . 

I b e l i e v e I t e s t i f i e d e a r l i e r today on d i r e c t 

to the contrary of that, s i r . 

Q. In order to protect i t s e l f from the migration 

of the o i l out of the east h a l f into the west h a l f of 

the s e c t i o n , there appears to be no s o l u t i o n for Santa 

Fe but to d r i l l a replacement w e l l 78 feet from the 

common l i n e i n order to put the two producing w e l l s i n 

balance i n t h i s r e s e r v o i r ; i s that not true? 

A. No, s i r , t h a t ' s not n e c e s s a r i l y true. 

Q. Well, you've t o l d us one w e l l at the highest 

point i n the s t r u c t u r e i s going to dr a i n the whole 

Devonian r e s e r v o i r , and tha t ' s your c l i e n t ' s w e l l ? 
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A. No, s i r , I did not say that. 

Q. You've t o l d us one we l l w i l l deplete the 

e n t i r e Devonian r e s e r v o i r . 

A. I s a i d one w e l l s t r u c t u r a l l y high, located 

s t r u c t u r a l l y high i n p o s i t i o n , can dra i n the 

r e s e r v o i r . I did not say i t was going to drain the 

r e s e r v o i r , s i r . 

Q. Which other w e l l i n the pool i s i n a p o s i t i o n 

l i k e the Deemar w e l l ? 

A. At t h i s time there i s none. 

Q. So i n order for Santa Fe to protect i t s 

c o r r e l a t i v e r i g h t s and keep t h i s o i l from migrating out 

of the east h a l f , they're going to have to d r i l l a w e l l 

that i s s t r u c t u r a l l y comparable to your w e l l ? 

A. No, s i r . There's — my re s e r v e s numbers 

i n d i c a t e there's 65,000 b a r r e l s i n that a t t i c . 

So i f they d r i l l r i g h t on the lease l i n e to 

preserve that 65,000 b a r r e l s , that w i l l not seem to be 

an economic d e c i s i o n or a wise d e c i s i o n . 

Q. We're looking at recovering the remaining 

r e s e r v e s i n the r e s e r v o i r i n the east h a l f of the 

se c t i o n from the t o t a l recoverable r e s e r v e s i n E x h i b i t 

No. 13 as a combination of 732,000 and the 400 -- the 

863,000 i n the northeast quarter. 

Would i t be a c o r r e c t statement that the best 
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p l a c e to produce those r e s e r v e s i s going to be a t the 

h i g h e s t s t r u c t u r a l p o s i t i o n i n the e a s t h a l f of the 

s e c t i o n ? 

A. That would be the optimum p o s i t i o n to get the 

maximum b a r r e l s , y e s , s i r . 

MR. KELLAHIN: Thank you, Mr. Chairman. 

MR. LeMAY: Thank you, Mr. K e l l a h i n . 

A d d i t i o n a l q u e s t i o n s ? 

Yes, s i r , Mr. Cooter. 

MR. COOTER: May I impose upon the Commission 

and j u s t ask f o r t h r e e minutes, s i n c e I'm s i t t i n g back 

h e r e , to t a l k w i t h them b e f o r e I ask him a q u e s t i o n ? 

MR. LeMAY: Sure. 

MR. COOTER: I have no q u e s t i o n s . 

MR. LeMAY: A d d i t i o n a l q u e s t i o n s of the 

w i t n e s s ? 

Mr. Weiss. Commissioner Weiss. 

EXAMINATION 

BY MR. WEISS: 

Q. The 1,000 m i l l i d a r c i e s p e r m e a b i l i t y , I n o t i c e 

t h e r e was some DST's, the way they a r e i n t e r p r e t e d ? 

A. The DST run on the Holmstrom No. 1 was 

i n t e r p r e t e d , I b e l i e v e t h a t was the H a l l i b u r t o n t e s t . 

I b e l i e v e H a l l i b u r t o n i n t e r p r e t e d i t . 

I b e l i e v e the p e r m e a b i l i t y t h a t they 
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c a l c u l a t e from t h a t was 1,875, I b e l i e v e , m i l l i d a r c i e s . 

Q. M i l l i d a r e y f e e t or m i l l i d a r c i e s ? 

A. M i l l i d a r c i e s , I b e l i e v e . 

Q. And you know many times people w i l l run a 

m a t e r i a l s b a l a n c e to t r y and support t h e i r v o l u m e t r i c 

e s t i m a t e s . 

I t ' s d i f f i c u l t a t t h i s time; d i d you t r y i t ? 

A. No, s i r . With the e f f e c t i v e water d r i v e , i t 

would be v e r y d i f f i c u l t . 

Q. I s i t a water d r i v e or water e x p a n s i o n ? I ' v e 

heard two terms. 

A. W e l l , i t ' s one i n the same a c t u a l l y . I t ' s 

ex p a n s i o n of the water i n the a q u i f e r . 

Q. T h a t ' s j u s t i m p r e s s a b i 1 i t y ? 

A. T h a t ' s i m p r e s s a b i l i t y , y e s , s i r . 

Q. You don't see any water pushing down and 

ha v i n g h i g h e r p r e s s u r e ? 

A. No, I'm not aware of any k i n d of h y d r o s t a t i c 

type of s i t u a t i o n , no, s i r . 

Q. W e l l , one o t h e r comment h e r e . Has anybody 

e s t i m a t e d a maximum e f f i c i e n t r a t e to pr e v e n t coning? 

Has t h a t been looked a t ? 

A. We have not. I n the co u r s e of modeling --

you know, we observe some t h i n g s about coning, but we 

were not modeling f o r t h a t purpose. 
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We were modeling more or l e s s not much more 

than j u s t a simple tank model r e a l l y i s what we did. 

And so we did not s p e c i f i c a l l y explore the 

coning mechanism. 

I t does occur i n the Devonian r e s e r v o i r s , as 

you're aware, s i r . 

Q. Now, I understand that the Holmstrom w e l l , I 

thought someone s a i d , was making 200 b a r r e l s of water a 

day; i s that r i g h t ? 

A. No, s i r . I t ' s being reported about 10 

b a r r e l s a day. 

Q. Okay. 

A. Produces on the order of about 200 to 300 

b a r r e l s a month. 

Q. Well, do you think there were uniqueness 

problems with your model? Do you think you could have 

done t h i s i n another manner and gotten the same type of 

performance that you got here, such as on E x h i b i t --

A. Yes, s i r . I think you could have plugged i n 

a wide range of f a c t o r s here i n t r y i n g to d u p l i c a t e a 

highly permeable r e s e r v o i r with bottom water, and you'd 

have gotten about the same r e s u l t s as f a r as showing i t 

encroaches from the bottom, supports the pressure. 

Q. I t ' s not edge water; i t ' s bottom water? 

A. I t ' s bottom water, yes, s i r . 
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Q. Then the purpose of the model was to support 

the volumetrics? 

A. Well, the purpose of the model a c t u a l l y was 

to show the bottom encroachment of waters that does 

occur, the increased s a t u r a t i o n . 

The lower l e v e l , as you void i n the other 

l e v e l s and you maintain your pressure i n those l e v e l s , 

i t ' s i n d i c a t i n g that there's no -- you've got, as f a r 

as those other l e v e l s are concerned, you've got --

you've got no uncompensated net migration of o i l across 

any kind of boundaries or anything. 

Q. You have no migration? You don't think the 

o i l migrates across these boundaries? 

A. There i s movement both v e r t i c a l l y and 

h o r i z o n t a l l y , but the net uncompensated migration i s 

zero . 

I t a l l washes out because i t ' s being 

supported from the bottom and the pressure maintains. 

MR. WEISS: That's the only questions I 

have . 

MR. LeMAY: Thank you, Commissioner Weiss. 

EXAMINATION 

BY MR. LeMAY: 

Q. Mr. Hickman, l e t me ask you something. I f 

you owned the e n t i r e f i e l d , how would you produce i t ? 
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A. I f I was not w o r r i e d about -- i f I had common 

r o y a l t y i n t e r e s t a l s o and common working i n t e r e s t ? 

Q. You own e v e r y t h i n g . 

A. Own e v e r y t h i n g . I would produce the 

Holmstrom w e l l a t what I c o n s i d e r a maximum r a t e and 

then would do some t e s t s , see i f i t ' s making some water 

now, see i f I i n c r e a s e d the r a t e , does i t p u l l i n 

water. 

I n f a c t , I would p r o b a b l y a t t h i s p o i n t i n 

time, assuming t h a t I c a n ' t go up to 515 b a r r e l s a day 

on t h a t w e l l w i t h o u t g e t t i n g a l a r g e volume of water, 

which w e l l may be the c a s e , I do not know, but assuming 

i t ' s making 10 now a t 250 a day, i t may w e l l make a 

l a r g e volume a t 515, I would plug back the c u r r e n t 

zone, open the behind-pipe i n t e r v a l . I would produce 

both the Holmstrom and the Deemar a t , assuming I had 

the top a l l o w a b l e s a t 515 b a r r e l s a day, to get the 

maximum r a t e . 

E v e n t u a l l y t h e r e w i l l be water appear i n the 

Holmstrom f i r s t , a t which time y o u ' l l have to s t a r t 

c u t t i n g your r a t e s back. 

And a t some p o i n t the Holmstrom w i l l water 

out and then Deemar w i l l water out. 

The Deemar's h i g h s t r u c t u r a l p o s i t i o n w i l l 

a l l o w you to u l t i m a t e l y r e c o v e r n e a r l y a l l the r e s e r v e s 
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wi t h i n t h i s r e s e r v o i r . 

Q. From the Deemar w e l l , i s that c o r r e c t , j u s t 

the one w e l l i t s e l f -- I thought I got from Mr. Ahlen 1s 

testimony that one w e l l d e f i n i t e l y would dr a i n the 

r e s e r v o i r i n c l u d i n g the Holmstrom w e l l . 

A. Well, you could, yes, s i r . Based on my 

concept of t h i s r e s e r v o i r , t h i s high permeability and 

the e f f e c t i v e water d r i v e from the bottom, you could 

shut i n the Holmstrom w e l l and produce only the 

Deemar. And ev e n t u a l l y over a period of time you would 

p r e t t y w e l l produce the r e s e r v o i r out. 

But you would, you know, i f I was the 

operator, I wouldn't want to do that i n that matter 

because economically I would want the biggest volume I 

could get. 

And i t would not, by producing the Holmstrom, 

i t would not lower the recovery any. 

Q. Assuming no coning, of course, once you got 

coning, then you might vary the allowables or vary your 

production r a t e s --

A. Yes, s i r . 

Q. -- according to the coning. 

Now, t h i s i s a r e a l world. We have 

c o r r e l a t i v e r i g h t s , and we have spacing u n i t s here. 

I f you were Santa Fe Energy, i n order to 
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protect your c o r r e l a t i v e r i g h t s , assuming that your 

recommendation was adopted by the Commission, would you 

d r i l l a w e l l 78 feet from that l i n e ? 

A. I would -- I would go to the -- now, I don't 

know the ownership s i t u a t i o n and whatnot, you know, but 

assuming that was not a problem, I would go to the 

u n d r i l l e d northeast s e c t i o n , and I would move up-dip i n 

that corner as high as I could -- the Commission would 

l e t me -- and d r i l l a w e l l . 

Q. When you say that the c o r r e l a t i v e r i g h t s of 

Santa Fe would not be protected, however, i n the 

current s i t u a t i o n , l e t ' s say, did o f f s e t that w e l l or 

something e l s e was done to e f f e c t i v e l y u n i t i z e that 

f i e l d ? 

A. I n r e l a t i o n t h a t ' s one thing that comes to 

mind i n most engineers that aren't b r o i l e d up i n the 

economics and ownership problem and whatnot, i t would 

make sense to u n i t i z e . 

You know, they've got that -- Santa Fe has 

that u n d r i l l e d quarter s e c t i o n ; i t ' s t h e i r option to 

d r i l l . 

D e f i n i t e l y , i f they do not d r i l l i t , then the 

Holmstrom w e l l and the Deemar w e l l w i l l e v e n t u a l l y 

d r a i n the o i l out from under th a t . 

What share each of them gets r e a l l y depends 
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on the allowables and the r a t e s that those w e l l s are 

produced. 

Q. I guess t h a t ' s my next question. I s there a 

s t r a i g h t l i n e r e l a t i o n s h i p between the allowables and 

recoverable r e s e r v e s ? 

A. There i s a s t r a i g h t l i n e r e l a t i o n s h i p between 

the p r o p o r t i o n a l i t y of allowables, not i n absolute 

amounts. 

I f we set a top allowable and then were to 

proportion that allowable i n the method such as I 

suggest on my E x h i b i t 14, I b e l i e v e i t i s , or 13, then 

your main thing, you're r e l a t i v e l y between the t r a c t s 

and the recovery would be unchanged. 

Now, i f you were to swing at where the 

allowable i n one w e l l or allowable i n the w e l l s were 

not i n some proportion to the res e r v e s under t h e i r 

t r a c t s , w e l l , then, yes, s i r , that does a f f e c t , very 

d e f i n i t e l y , the ultimate recovery from the various 

w e l i s . 

Q. Not even allowables. L e t ' s say productive 

r a t e s because I think that we v i s u a l i z e t h i s as the 

r e s e r v o i r goes on that the down-dip w e l l s -- i n t h i s 

case the Holmstrom w e l l -- w i l l water out or s t a r t 

producing large enough volumes of water so i t ' s 

operational p r a c t i c e to cut back the flow r a t e s . 
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Maybe t h a t ' s what's being done now; w e ' l l 

f i n d that out with l a t e r testimony. But 515 b a r r e l s a 

day allowable doesn't do you any good i f you bring i n 

more water and prematurely d r a i n t h i s w e l l , does i t ? 

A. No, s i r , i t does not. 

Of course, at t h i s point i n time, the Deemar 

i s capable of 515 without water. And i t ' s been my 

testimony that they have the option to plug back the 

Holmstrom and make i t water-free and capable of 515. 

So i t ' s kind of an option with the operator. 

Q. But u l t i m a t e l y , even though they plugged i t 

back, wouldn't the normal course of producing a w e l l i n 

time s t a r t c u t t i n g some water and therefore --

A. Yes, s i r , the water t a b l e s c o n t i n u a l l y r i s e . 

Q. Comes up? 

A. And ev e n t u a l l y a l l good things must come to 

an end. 

Q. Or does i t come to an end slowly? Do they 

cut back on the productive c a p a b i l i t y of that w e l l so 

that they extend the l i f e of i t normally? 

A. Yes, s i r , i n these v e r t i c a l l y f r a c t u r e d 

r e s e r v o i r s , which I b e l i e v e i s the case here and has 

been i n p r i o r hearings, there's been some testimony to 

that e f f e c t . 

Depending on various p h y s i c a l f a c t o r s , there 
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i s a r e l a t i o n s h i p you get w i t h i n a c e r t a i n -- the water 

l e v e l gets w i t h i n a c e r t a i n d i s tance of the producing 

i n t e r v a l and coning can take place, which i s j u s t a 

l o c a l i z e d r i s e of water above the common water t a b l e . 

And i t ' s r a t e s e n s i t i v e i n most i n s t a n c e s . 

And so you can lower that. By lowering your 

rate,, you can lower the volume of water. And i n some 

cases you can lower i t to the point where the water 

q u i t s u n t i l the tabl e r i s e s higher. 

And i n other i n s t a n c e s , i t proves not to be 

rat e s e n s i t i v e . 

I think i n most in s t a n c e s the f r a c t u r e d 

Devonian proves to be rate s e n s i t i v e to the coning 

e f f e c t . 

MR. LeMAY: Thank you very much. 

Additional questions of the witness? 

MR. KELLAHIN: Mr. Chairman. 

MR. LeMAY: Yes, s i r . 

MR. KELLAHIN: There are c l a r i f y i n g questions 

I wanted to ask the witness. 

FURTHER CROSS-EXAMINATION 

BY MR. KELLAHIN: 

I f you '11 go to E x h i b i t No. 10, Mr. Hickman. 

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

Q. Am I c o r r e c t i n understanding that the way 
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you have approached a n a l y s i s of the r e s e r v o i r assumes 

that t h i s primary f a u l t i s t r u l y v e r t i c a l ? 

A. That i s c o r r e c t . The c r o s s - s e c t i o n that --

not t h i s one, but the one i n the e x h i b i t -- I forget 

the number -- a c t u a l l y shows the dip of the f a u l t to 

the west. 

So i t would a c t u a l l y i n c r e a s e a l i t t l e b i t 

the productive area under the Deemar t r a c t because i t ' s 

wider at the bottom than i t i s at the top. 

We used the top here, and i t ' s not 

s i g n i f i c a n t . 

Q. That was the point of my question. There was 

dip Mr. Ahlen t e s t i f i e d to, and I wanted to know i n 

terms of your estimating the o i l r e s e r v e s i f you had 

taken into c o n s i d e r a t i o n the dip? 

A. No. I'm assuming t h i s represents the tr a c e 

of the f a u l t i n the top of s t r u c t u r e , and t h a t ' s what 

we used and --

Q. And i t goes v e r t i c a l ? 

A. Yes, s i r . 

MR. KELLAHIN: Thank you. 

MR. LeMAY: Additi o n a l questions? 

I f not, the witness may be excused. 

You may c a l l your next witness. 

MR. CARR: May i t please the Commission, at 
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t h i s time I c a l l Henry J . Gruy. 

HENRY J . GRUY, 

having been p r e v i o u s l y duly sworn, t e s t i f i e d upon h i s 

oath as follows: 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e your f u l l name for the record, 

please. 

A. My f u l l name i s Henry J . Gruy, G-r-u-y. 

Q. Mr. Gruy, where do you r e s i d e ? 

A. I l i v e i n Houston, Texas. 

Q. What do you do for a l i v i n g ? 

A. I'm a consultant i n petroleum and ge o l o g i c a l 

engineer ing. 

Q. Are you a Registered Petroleum Engineer? 

A. Yes, s i r , I am. 

Q. In what s t a t e ? 

A. Texas. 

Q. Are you a l s o a C e r t i f i e d Petroleum Geologist? 

A. I'm a C e r t i f i e d Petroleum Geologist by the 

American A s s o c i a t i o n of Petroleum Geologists. 

Q. Where did you go to c o l l e g e , and what degrees 

did you r e c e i v e ? 

A. I went to Texas A & M. I rec e i v e d a BS 

degree i n petroleum engineering i n 1937. I l a t e r 
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re c e i v e d a p r o f e s s i o n a l degree based on work done i n 

the industry and submission of a t h e s i s . 

Q. Could you b r i e f l y summarize for the 

Commission your work experience s i n c e graduation? 

A. I went to work o r i g i n a l l y for the Standard 

O i l Company of Texas i n West Texas. I worked for them 

as f i e l d engineer. 

And i n the spring of 1938, the c h i e f engineer 

for the C a l i f o r n i a -- Standard of C a l i f o r n i a came to 

West Texas and got a l l the engineers together and s a i d 

any of us that hadn't gone to Stanford U n i v e r s i t y had 

no future with the company, so I q u i t . 

March 1, 1938, I went to work for S h e l l O i l 

Company. I worked for S h e l l O i l Company at what they 

c a l l e d at that time an e x p l o i t a t i o n engineer -- tha t ' s 

before that was a bad word -- u n t i l the f a l l of 1945 

when I worked on a number of areas for S h e l l and was 

d i s t r i c t engineer when I q u i t . 

And went to work for the Guardian McNaulton 

as a co n s u l t i n g petroleum engineer and ge o l o g i s t . I 

worked for them for f i v e years, worked i n most of the 

o i l producing areas i n the world. 

I s t a r t e d my own business i n 1950 i n Fort 

Worth. 1956 I moved i t to D a l l a s . 

In 1960 I opened a Houston o f f i c e . And 1972 
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I moved to Houston p e r s o n a l l y . I had two other 

companies: I had Gruy Petroleum Property Management, 

which I formed i n 1960 to operate w e l l s — d r i l l and 

operate and complete w e l l s for other people on a fee 

b a s i s . 

I was president and chairman of that u n t i l 

1972, at which time I got a president and remained 

chairman. And I remained chairman of that u n t i l I s o l d 

the company i n December 31, 1986. 

In 1972 I formed a company c a l l e d Gruy 

Petroleum Technology. That's when DOE had a big 

budget, and I did a l o t of re s e a r c h work for DOE and 

Gruy Petroleum Technology u n t i l l a s t year when I 

d i s s o l v e d that company. 

And I now j u s t have Gruy Engineering 

Corporation of which I'm now the cochairman. 

Q. Are you a member of any p r o f e s s i o n a l 

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

A. Yes. I'm a member of the Society of 

Petroleum Engineers, which I was president i n 1968, the 

Society of Petroleum E v a l u a t i o n Engineers, of which I 

was president i n 1964. 

I belong to the American A s s o c i a t i o n of 

Petroleum Geologists. I was the D a l l a s D i s t r i c t 

r e p r e s e n t a t i v e i n 1960-something-or-other for two 
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ye a r s . 

And I belong to the IPAA and the API. 

Q. Are you a member of the National Academy of 

Engineer ing? 

A. I've been e l e c t e d to the National Academy of 

Engineering, yes. 

Q. What other s p e c i a l awards or reco g n i t i o n have 

you received for your work as an engineer and 

geologist ? 

A. Well, I'm a d i s t i n g u i s h e d member of the SPE 

-- an honorary member of both SPE and the AIM, which 

i s the highest award they can give. 

I got the award for Engineer of the Year i n 

D a l l a s from the National Society of P r o f e s s i o n a l 

Engineers i n 1964. 

I got the DeGuille medal from the SPE i n 

1984. I got a medal for Dis t i n g u i s h e d Engineering 

Alumnus of Texas A & M U n i v e r s i t y i n 1985. 

Q. Have you i n the course of your career been 

c a l l e d upon to t e s t i f y before government bodies on o i l 

and gas matters? 

A. Yes, I've t e s t i f i e d before the Conservation 

Commissions of most of the s t a t e s . 

Q. Have you t e s t i f i e d i n New Mexico before? 

A. Yes, s i r , I've t e s t i f i e d i n New Mexico. I've 
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t e s t i f i e d b e f o r e the Atomic Energy Commission, the 

F e d e r a l Power Commission, and the S e c u r i t i e s and 

Exchange Commission. 

Q. Have you had e x p e r i e n c e i n the c o u r s e of your 

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

gas f i e l d s ? 

A. I have. 

Q. Have you been i n v o l v e d i n e f f o r t s to a l l o c a t e 

u n i t i z a t i o n p r o j e c t s ? 

A. I have. 

Q. Have you done thos e i n the U n i t e d S t a t e s and 

ot h e r p l a c e s ? 

A. I have. 

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

i n the a l l o c a t i o n of r e s e r v e s to w e l l s and t r a c t s i n 

r e s e r v o i r s i n the pri m a r y p r o d u c i n g s t a t e s i n t h i s 

c o u n t r y ? 

A. Yes, s i r . 

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 s 

i n v o l v e d i n t h i s c a s e and what's being sought i n t h i s 

hear i n g ? 

A. Yes, s i r . 

MR. CARR: I tender Mr. Gruy as an e x p e r t 

w i t n e s s i n petroleum e n g i n e e r i n g and i n petroleum 

geology as w e l l . 
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MR. LeMAY: Mr. Gruy i s so q u a l i f i e d . 

Q. (BY MR. CARR) Mr. Gruy, have you been 

r e t a i n e d i n t h i s case by Stevens Operating and Curry 

and Thornton Corporation? 

A. Yes, s i r . 

Q. By Stevens Operating Corporation and by Curry 

and Thornton? 

A. I've been r e t a i n e d by Stevens Operating 

Company. I don't know anything about Curry and 

Thornton. 

Q. What were you asked to do when you were 

ret a i n e d ? 

A. I was asked to review the work that Mr. 

Hickman did and to see i f i t was reasonable. 

Q. And have you reviewed the data t h a t ' s 

a v a i l a b l e on t h i s pool and been present at t h i s 

hear ing? 

A. Yes, s i r , I have. 

Q. Do you have an opinion as to whether or not 

that data i s s u f f i c i e n t to c a l c u l a t e the t o t a l r e s e r v e s 

i n the pool? 

A. Yes, s i r , I do. 

Q. And what i s that opinion? 

A. My opinion i s that i t ' s reasonably good data 

and that you can make a reasonable estimation of the 
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o i l i n place and recoverable o i l . 

Of course, the recoverable o i l by t r a c t s 

depends upon the r e l a t i v e producing r a t e s that they're 

allowed. 

Q. Were you present for Mr. Ahlen's testimony? 

A. I was. 

Q. And did you hear h i s testimony concerning the 

placement of an oi l - w a t e r contact i n t h i s r e s e r v o i r ? 

A. Yes, I did. 

Q. In your experience as a petroleum geologist, 

are the methods that were employed by Mr. Ahlen 

c o n s i s t e n t with sound engineering p r a c t i c e ? 

A. Well, t h a t ' s what's u s u a l l y done when you 

don't know; you guess i n between what you know and what 

you don't know. 

Q. In your opinion was t h i s a reasonable 

s e l e c t i o n for an oi l - w a t e r contact? 

A. I thought i t was reasonable. I think i t ' s 

p o s s i b l y higher than that based on the e a r l y water 

production from the w e l l s , but I think i t ' s reasonable. 

Q. Were you a l s o present for Mr. Hickman's 

t e s t imony? 

A. Yes, s i r , I was. 

Q. In your opinion, i s there s u f f i c i e n t data 

a v a i l a b l e to c a l c u l a t e the recoverable r e s e r v e s i n t h i s 
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pool? 

A. Yes, s i r . 

Q. Can those c a l c u l a t i o n s a l s o be made on a 

t r a c t b a s i s i n the pool? 

A. The recoverable r e s e r v e s that o r i g i n a l l y 

u n d e r l i e the t r a c t s can be estimated. 

How much they're a c t u a l l y going to recover 

w i l l again depend on the r e l a t i v e r a t e s they're allowed 

to produce. 

Q. In your opinion were the methods employed by 

Mr. Hickman c o n s i s t e n t with standard industry p r a c t i c e ? 

A. Yes, s i r . 

Q. What would be the e f f e c t on Mr. Hickman's 

c a l c u l a t i o n s i f c e r t a i n f a c t o r s , l i k e , say, the 

recovery f a c t o r were changed? 

A. The recovery f a c t o r doesn't make any 

d i f f e r e n c e i f you used the same recovery f a c t o r for the 

whole f i e l d . 

What's r e a l l y important i s the gross volume 

of rock t h a t ' s under the variou s t r a c t s and j u s t 

g e t t i n g i t down to the recoverable o i l . 

I f you're wrong on those f a c t o r s , i f the 

recovery i s 60 percent i n s t e a d of 35, i t won't change 

the r e l a t i v e p o s i t i o n of the t r a c t s with regard to the 

necessary allowable or producing r a t e to allow them to 

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 

180 

recover the o i l t h a t ' s o r i g i n a l l y i n place, recoverable 

under t h e i r t r a c t . 

Q. Were you present for the cross-examination of 

Mr. Hickman when he was asked i f he had exact f i g u r e s 

and p r e c i s e numbers as to the re s e r v e s under these 

t r a c t s ? 

A. Yes, s i r . 

Q. When you use the d i s c i p l i n e s or s c i e n c e s of 

engineering and geology, do you get exact and p r e c i s e 

numbers l i k e that? 

A. We get exact and p r e c i s e numbers on very few 

things. I don't even know how much I weigh. I t 

depends on how long i t ' s been s i n c e I had a drink of 

water. 

Q. But w i t h i n general and accepted engineering 

p r i n c i p l e s and standards, has the data that has been 

presented, i n your judgment, been s u f f i c i e n t to 

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

A. In my opinion, i t i s . 

Q. I n your opinion, w i l l approval of a 

nonstandard p r o r a t i o n u n i t comprised of the east h a l f 

of the west h a l f of Section 9 prevent waste? 

A. Yes, because i t w i l l prevent the d r i l l i n g of 

unnecessary w e l l s . 

Q. In your opinion, w i l l the No. 1 Deemar drain 
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the r e s e r v e s that are under that spacing or p r o r a t i o n 

u n i t ? 

A. I f allowed to produce at something t h a t ' s a 

reasonable r a t e , i t w i l l . I t won't dr a i n i t at 23 

b a r r e l s a day. 

Q. Mr. Gruy, there's been a l o t of t a l k i n the 

proceeding about the a l l o c a t i o n or the p e n a l t i e s being 

imposed on w e l l s because of proximity to the property 

boundaries, questions Mr. Hickman responded s t a t i n g 

that no advantage would be gained by v i r t u e of t h i s 

l o c a t i o n . 

Do you concur with Mr. Hickman's statement 

that no advantage w i l l be gained from the Deemar 

loc a t ion? 

A. Yes. I f you have two straws i n a Coke 

b o t t l e , how much you get depends on how f a s t each straw 

sucks. 

The p o s i t i o n of the bottom of those straws i n 

the Coke b o t t l e doesn't make any d i f f e r e n c e . 

Q. I f Mr. Stevens' straw i s on the edge of the 

Coke b o t t l e and Santa Fe's i s i n the center, w i l l that 

a f f e c t the amount that they each can r e c e i v e ? 

A. No, s i r . 

Q. I f Mr. Stevens owns a quarter of the Coke i n 

the b o t t l e , and h i s straw i s on the boundary, and Santa 
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Fe owns thre e - q u a r t e r s , and they're i n the middle, and 

he's permitted to suck one-quarter as much or as 

strong, w i l l that a f f o r d him an opportunity to get h i s 

share? 

A. Yes, s i r , r e g a r d l e s s of where the bottom of 

the straw i s . 

Q. W i l l that deny the other guy the opportunity 

to get h i s ? 

A. No, s i r . 

Q. In your opinion, should the Deemar No. 1 wel l 

be penalized beyond what Mr. Hickman recommended? 

A. I t ought to be penalized only to the amount 

of r e s e r v e s i s l e s s than the other. 

Q. Do you agree with the recommended a l l o c a t i o n 

made by Mr. Hickman that the Deemar w e l l w i l l gain an 

advantage on other acreage i n the pool? 

A. I t won't gain any advantage. I t ' s how much 

o i l Deemar w e l l w i l l recover i s s t r i c t l y dependent on 

i t s r e l a t i v e r a te of productions v i s - a - v i s other w e l l s 

i n the r e s e r v o i r . 

Q. What i s the impact? Are you f a m i l i a r with 

the r e s t r i c t i o n s that have been imposed on the 

producing r a t e on the Deemar w e l l ? 

A. I understand i t was r e s t r i c t e d to 23 b a r r e l s 

a day, or something r i d i c u l o u s l i k e t h at. 
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Q. In your opinion, i f that i s maintained, w i l l 

i t give the Deemar w e l l the opportunity to produce the 

re s e r v e s under that t r a c t dedicated to that w e l l ? 

A. In my opinion, i t w i l l not. 

Q. In your opinion, i s a l l o c a t i o n of r e s e r v e s i n 

the North King Camp Devonian Pool based on r e s e r v e s 

pract i c a b l e ? 

A. Yes, s i r . 

Q. And on t h i s kind of data, has i t been done i n 

your experience and have r e s e r v e s been a l l o c a t e d i n 

u n i t s based on t h i s kind of data? 

A. Yes, s i r , i n many p l a c e s . 

Q. On data that i s no more s u f f i c i e n t than t h i s , 

have r e s e r v e s been a l l o c a t e d between t r a c t s i n other 
\ 

r e s e r v o i r s i n other j u r i s d i c t i o n s ? 

A. Yes, s i r . 

MR. CARR: Thank you. I have nothing 

f u r t h e r . 

MR. LeMAY: Thank you. 

Cross-examinat ion. 

CROSS-EXAMINATION 

BY MR. PADILLA: 

Q. Mr. Gruy, when were you h i r e d by Stevens? 

A. About two weeks ago. 

Q. How much time have you spent reviewing the 
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i n f o r m a t i o n i n t h i s case? 

A. A l l o f y e s t e r d a y a f t e r n o o n and a few h o u r s i n 

my o f f i c e based on d a t a t h e y s e n t me. 

Q. D i d you r e v i e w t h e p r i o r o r d e r s o f t h e 

D i v i s i o n ? 

A. No, s i r . 

Q. D i d you r e v i e w t h e l e t t e r r e s t r i c t i n g --

a p p l y i n g t h e p e n a l t y on t h e Deemar w e l l ? 

A. No, s i r . 

Q. Would i t s u r p r i s e you t o know t h a t ' s 34 

b a r r e l s and n o t 23 b a r r e l s ? 

A. No, s i r . 

MR. PADILLA: I t h i n k t h a t ' s a l l I have. 

MR. LeMAY: Thank y o u , Mr. P a d i l l a . 

Mr. K e l l a h i n . 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Gruy, l e t me examine y o u r Coke b o t t l e 

w i t h y o u . 

A. Yes, s i r . 

Q. Your r e s p o n s e t o Mr. C a r r presumed t h e Coke 

was c o n t a i n e d w i t h i n t h e b o t t l e and t h a t each s t r a w was 

o f c o m p a r a b l e l e n g t h ? 

A . Yes, s i r . 

Q. And t h a t as a p p l i e d t o t h i s r e s e r v o i r w i t h i n 
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the range of reason and the mechanics of the r e s e r v o i r , 

Mr. Stevens and Mr. McAlpine can each suck t i l l they're 

content on t h e i r r e s p e c t i v e straws? 

A. Yes, s i r . 

Q. L e t ' s take the bottom out of your Coke b o t t l e 

and introduce a water d r i v e into your Coke b o t t l e . 

A. Yes, s i r . 

Q. And l e t ' s take Mr. Stevens' straw and make i t 

the short straw. 

A. Yes, s i r . 

Q. And i f we introduce a water d r i v e into your 

Coke b o t t l e , there i s going to be a point i n time i n 

which Mr. McAlpine i s sucking water and not Coke and 

Mr. Stevens i s s t i l l g e t t i n g h i s Coke? 

A. That's c o r r e c t . 

Q. Based upon your vast experience -- and I'm 

impressed, and i t ' s not often we have someone before us 

with your background, s i r -- I assume, and perhaps i t ' s 

a presumption, but I assume i n the years of your 

experience, you have been involved i n one s i d e or 

another of a case or perhaps had to decide a case i n 

which geologic experts, each of whom you knew 

pe r s o n a l l y and had tremendous respect, had taken 

s i m i l a r data and come to s i g n i f i c a n t , m a t e r i a l , 

s u b s t a n t i a l d i f f e r e n c e s i n t h e i r i n t e r p r e t a t i o n of that 
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geology? 

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

Q. Mr. Hickman's work as an e n g i n e e r i s 

p r e d i c a t e d on what Mr. Ahlen has determined to be the 

g r o s s r e s e r v o i r volume f o r the Devonian, i s i t not? 

A. T h a t ' 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 . 

MR. LeMAY: Thank you, Mr. K e l l a h i n . 

A d d i t i o n a l q u e s t i o n s of the w i t n e s s ? 

MR. CARR: W e l l , I c a n ' t r e s i s t the 

temptat i o n . 

MR. KELLAHIN: You l e a v e my Coke b o t t l e 

a l o n e . 

MR. CARR: I ' d l i k e to go back to your Coke 

b o t t l e . I t h i n k i t ' s going to be the one t h i n g we 

remember two days from today. 

REDIRECT EXAMINATION 

BY MR. CARR: 

Q. Could Mr. McAlpine c o n t i n u e to suck Coke w i t h 

Mr. S t e v e n s i f he put another s h o r t e r s t r a w i n t h a t 

b o t t l e ? 

A. I f he put a s h o r t e r s t r a w i n t h e r e , he c o u l d , 

yes . 

Q. Do you know of a n y t h i n g i n your knowledge 

t h a t would p r e c l u d e t h a t ? 
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A. I t would depend upon whether he's allowed to 

put another straw l n . 

Q. But you don't know i f he has the opportunity 

or not? 

A . I don't know. 

MR. CARR: That's a l l . 

MR. LeMAY: Thank you, Mr. Carr. 

Commissioner Weiss. 

EXAMINATION 

BY MR. WEISS: 

Q. Do you think that the pressures w i l l remain 

equal, or i s there -- l e t me put i t t h i s way. I s there 

a r a t e we can set these two w e l l s at where the pressure 

w i l l remain equal across the leas e l i n e ? 

A. I don't think i t makes any d i f f e r e n c e whether 

i t does or not. 

Q. Do you think i t w i l l flow across the le a s e ? 

A. I t doesn't make any d i f f e r e n c e i f i t flows 

across the leas e l i n e . What we're t a l k i n g about here 

i s net uncompensated drainage. 

There's going to be some flow across that 

l e a s e l i n e there, but there's going to be flow the 

other way across the leas e l i n e up at the other end. 

That i s a tank j u s t l i k e that Coke b o t t l e , 

and i t doesn't r e a l l y make any d i f f e r e n c e . Some o i l i s 
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going to flow across that l e a s e l i n e toward --

Q. The low pressure s i d e ? 

A. Well, i t doesn't make any d i f f e r e n c e whether 

the pressure i s lower or not; there's going to be some 

flow across there. 

But what we're t a l k i n g about i s recovering 

the f a i r share based on what was o r i g i n a l l y under the 

t r a c t . 

Everybody -- i n my understanding of i t , 

everybody should be given the opportunity to recover 

the recoverable o i l o r i g i n a l l y underlying t h e i r l e a s e . 

And some of the laws say that which drains 

there n a t u r a l l y too. But --

MR. WEISS: Thank you. 

MR. LeMAY: Mr. Gruy, I , too, am impressed by 

your c r e d e n t i a l s . 

THE WITNESS: I t e l l you i t ' s j u s t because 

I've l i v e d longer than anybody e l s e . Everybody e l s e my 

age and my experience i s r e t i r e d out on the ranch 

somewhere, and I'm s t i l l working. 

MR. LeMAY: Well, I promised not to t e l l any 

Aggie jokes; t h a t ' s not something you appreciate. 

I f you owned t h i s e n t i r e f i e l d , how would you 

produce i t ? 

THE WITNESS: I f I owned t h i s e n t i r e f i e l d , I 
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would produce the two w e l l s that are there u n t i l the 

lower one watered out, and then I would produce the 

higher one as long as I could, t i l l i t watered out. 

And I think those two w e l l s would e f f e c t i v e l y 

d rain t h i s r e s e r v o i r . 

MR. LeMAY: And you would not d r i l l 

a d d i t i o n a l w e l l s ? 

THE WITNESS: I don't think I would unless 

the p r i c e of o i l got to where I wanted to inc r e a s e my 

income. 

MR. LeMAY: Thank you very much. 

Additio n a l questions of the witness? 

I f not, you may be excused. 

THE WITNESS: Thank you, s i r . 

MR. LeMAY: Thank you, s i r . 

MR. LeMAY: Any more witnesses? 

MR. CARR: We have nothing f u r t h e r on 

d i r e c t . 

L e t ' s take a break, 15 minutes. Come back at 

3:00, and w e ' l l hear the other s i d e . 

(Thereupon, a r e c e s s was taken.) 

MR. LeMAY: We s h a l l resume. 

Mr. P a d i l l a . 

MR. PADILLA: Mr. Chairman, at t h i s time 

w e ' l l c a l l Chuck Holmstrom. 
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CHARLES HOLMSTROM, 

having been p r e v i o u s l y duly sworn, t e s t i f i e d upon h i s 

oath as follows: 

DIRECT EXAMINATION 

BY MR. PADILLA: 

Q. Mr. Holmstrom, would you s t a t e for the record 

your f u l l name, please. 

A. Charles Holmstrom. 

Q. Where are you from, Mr. Holmstrom? 

A. Midland, Texas. 

Q. What do you do for a l i v i n g ? 

A. I'm a co n s u l t i n g g e o p h y s i c i s t . 

Q. Have you t e s t i f i e d at the O i l Conservation 

D i v i s i o n i n connection with t h i s hearing before? 

A. Yes. 

Q. Can you b r i e f l y go through your educational 

background i n your p r o f e s s i o n ? 

A. I have a bachelor's of sci e n c e degree i n 

geology from the U n i v e r s i t y of Oklahoma. I worked 

eight years for s e i s m i c c o n t r a c t o r s . 

Q. For whom did you work? 

A. Republic E x p l o r a t i o n and GSI. Following my 

employment with GSI, I worked for Union Texas Petroleum 

for eight years i n Midland, and I was d i s t r i c t 

g e o p h y s i c i s t when I l e f t that job. 
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And s i n c e t h a t time, I ' v e been c o n s u l t i n g . 

Q. How long have you been c o n s u l t i n g ? 

A. Twelve y e a r s . 

Q. Did you c o n s u l t i n the d r i l l i n g of the Santa 

Pe w e l l ? 

A. Yes. 

Q. T e l l us about t h a t . What s t u d i e s d i d you 

make i n orde r to c o n s u l t w i t h r e g a r d to t h a t w e l l ? 

A. I made s t u d i e s of the s e i s m i c d a t a we f i r s t 

looked a t when they were t a k i n g an i n t e r e s t i n the 

we 11. 

And then f o l l o w i n g t h a t S a n t a Fe E x p l o r a t i o n , 

shot two a d d i t i o n a l s e i s m i c l i n e s , and those were 

i n c l u d e d i n the map b e f o r e the f i r s t w e l l was d r i l l e d . 

Q. Mr. Holmstrom, d i d you recommend the d r i l l i n g 

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

A. Yes. 

Q. As a r e s u l t of your s t u d i e s ? 

A. Yes. 

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

i n t r o d u c t i o n here today? 

A. Yes. 

Q. How many? 

A. One. 

Q. One. 
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MR. PADILLA: Mr. Chairman, we tender Mr. 

Holmstrom as an expert witness. 

MR. LeMAY: His q u a l i f i c a t i o n s are 

acceptable. 

Q. (BY MR. PADILLA) Mr. Holmstrom, l e t me hand 

you --

A. I have one. Thank you. 

Q. -- what we have labeled as E x h i b i t No. 1. 

Would you t e l l the Commission what that e x h i b i t i s ? 

A. E x h i b i t No. 1 i s the exact same e x h i b i t that 

I used l a s t time I ta l k e d to you f e l l o w s , except I have 

two new pieces of information, the two s i d e t r a c k holes 

that Mr. Stevens d r i l l e d . 

The change I made on the map, I've spotted 

h i s bottom-hole l o c a t i o n s on as a c c u r a t e l y as I could. 

I ran the f a u l t through -- between w e l l s , and tha t ' s 

the -- and a l s o I've added a minus 6100-foot contour 

l i n e between h i s f i r s t s i d e t r a c k hole and the Honolulu 

Fe d e r a l . 

(Thereupon, Holmstrom E x h i b i t No. 1 

was i d e n t i f i e d . ) 

Q. Mr. Holmstrom, what was the f i r s t item you 

mentioned that you changed? 

A. The l o c a t i o n of the f a u l t . 

Q. Well, why did you change the l o c a t i o n of the 
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f a u l t ? 

A. W e l l , they c r o s s e d the f a u l t w i t h t h e i r 

second s i d e t r a c k h o l e , and t h a t w e l l i s upwards. 

So between those two w e l l s , we know t h a t 

l o c a t i o n where the f a u l t i s . 

Q. What's the second t h i n g you changed? 

A. The second t h i n g I changed was adding a 

contour, a minus 6100-foot contour between the f i r s t 

s i d e t r a c k h o l e and the Honolulu F e d e r a l . 

Q. Now, why d i d you do t h a t ? 

A. The f i r s t s i d e t r a c k h o l e was r o u g h l y 25 f e e t 

h i g h s t r u c t u r a l l y to the Honolulu w e l l . 

Q. What's the e f f e c t , the net e f f e c t , of the 

changes you have made on t h i s e x h i b i t ? 

A. The net e f f e c t i s t h a t the p a r t , the 

up-thrown p a r t of the s t r u c t u r e on the west h a l f of the 

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

Q. Would t h a t have the e f f e c t of r e d u c i n g 

p r o d u c t i v e a c r e a g e or r e s e r v e s on the S t e v e n s t r a c t ? 

A. Y e s . 

Q. I n terms of the r e s e r v o i r l i m i t s , does t h i s 

e x h i b i t h e l p us i n d e t e r m i n i n g what those l i m i t s a r e ? 

A. Excuse me? 

Q. Does t h i s e x h i b i t h e l p us i n d e c i d i n g what 

the l i m i t s of the r e s e r v o i r a r e ? 
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A. Yes, I would judge i t to help. 

Q. And how would that help? 

A. I t shows the shape of the s t r u c t u r e — 

Q. Let me hand you --

A. -- and the l i m i t s . 

Q. -- Mr. Holmstrom, what we have marked, what 

has been marked as E x h i b i t 4, and t h i s i s the e x h i b i t 

that Mr. Ahlen used i n h i s testimony. 

Can you, please, t e l l the Commission what the 

d i f f e r e n c e i s between the two, your i n t e r p r e t a t i o n of 

the s t r u c t u r e and Mr. Ahlen 1s i n t e r p r e t a t i o n of the 

s t r u c t u r e ? 

A. The primary d i f f e r e n c e , i n my opinion, of 

these two maps, on the map I constructed for Santa Fe 

Expl o r a t i o n , we have a sei s m i c l i n e marked SF2. 

I t ' s marked i n the north part of Section 21, 

the north-south l i n e . 

That l i n e d i s p l a y s north dip from shot point 

180 j u s t north of the h a l f l i n e i n Section 9 to the 

north end of the s e c t i o n . 

And Mr. Ahlen's map tends to open that up, 

and he's showing mostly east dip i n there. 

And i f I were to use h i s minus 6,055 contour, 

h i s estimated o i l - w a t e r contact, i t cuts off about 

midway up through the north h a l f of the Section 9. 
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And the way he has i t drawn, i t goes c l e a r to 

the north end of the s e c t i o n . 

Q. Now, Mr. Holmstrom, you're r e l y i n g on the 

a c t u a l shot point on the seismic data? 

A. I'm r e l y i n g on the seismic data that we have, 

and Mr. Ahlen doesn't have any. 

Q. I s your approach, i n your opinion, more 

prudent, Mr. Holmstrom? 

A. Well, I think I have -- I think I have 

information that shows we have north dip. 

Q. And that shows the l i m i t of the r e s e r v o i r ? 

A. Yes, i t shows the north l i m i t of i t . 

Q. Okay. And what does that do to productive 

acreage? 

A. Well, i t would make i t l e s s . 

Q. I f you did what Mr. Hickman did, you would 

wind up with l e s s of a r e s e r v o i r e s s e n t i a l l y ; i s that 

what happens? 

A. I'm sure you would. 

Q. Mr. Holmstrom, on an e y e b a l l b a s i s , what i s 

the d i f f e r e n c e between the two maps i n terms of 

percentages? 

I don't want to pin you down to any 

s i g n i f i c a n t percentage or p a r t i c u l a r percentage, but 

can you t e l l us g e n e r a l l y what the d i f f e r e n c e i s as f a r 
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as p r o d u c t i v e a c r e a g e i s concerned? 

A. I don't know. I h o n e s t l y haven't made t h a t 

c a l c u l a t i o n to t e l l you t h a t . And i t ' s p r o bably 10 

p e r c e n t l e s s , anyway. 

Q. Okay. Do you have a n y t h i n g f u r t h e r 

c o n c e r n i n g your t e s t i m o n y on E x h i b i t No. 1, Mr. 

Holmstrom? 

A. No. 

MR. PADILLA: I b e l i e v e t h a t ' s a l l I have f o r 

t h i s w i t n e s s , Mr. Chairman. 

MR. LeMAY: Thank you, Mr. P a d i l l a . 

Do you want to do the d i r e c t ? 

MR. KELLAHIN: L e t me ask Mr. C a r r . 

MR. CARR: I t ' s f i n e i f they want to both do 

d i r e c t . We voted on my s i d e , and I'm going to do 

c r o s s . 

MR. LeMAY: I assumed t h a t . 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Holmstrom, do you have b e f o r e you Mr. 

A h l e n 1 s s t r u c t u r a l i n t e r p r e t a t i o n ? 

A. Yes. 

Q. And you have a l s o your e x h i b i t b e f o r e you? 

A. Yes. 

Q. When we look a t the w e l l water c o n t a c t t h a t 
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Mr. Ahlen has located on h i s d i s p l a y , he shows an 

o i l - w a t e r contact, which he shows to be at 6,055 

estimated? 

A. Yes. 

Q. Do you and he have a disagreement about the 

s t r u c t u r a l p o s i t i o n of the o i l to the water i n the 

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

A. I f we use the same o i l - w a t e r contact on the 

map that I've drawn, there would be a d i f f e r e n c e , yes. 

Q. I didn't make myself c l e a r . What, i n your 

opinion as a ge o l o g i s t , i s the o i l - w a t e r contact i n the 

s e c t i o n ? 

A. I have no idea what the o i l - w a t e r contact i s . 

Q. I f you take Mr. Ahlen's pick of the o i l - w a t e r 

contact and then use your s t r u c t u r e map, what i s the 

e f f e c t of that o i l - w a t e r contact using your contour 

l i n e s as we move into the west h a l f of the s e c t i o n ? 

A. The amount of petroleum r e s e r v e s becomes 

l e s s . 

Q. As compared to what Mr. Ahlen has 

i n t e r p r e t e d ? 

A. Yes, s i r . 

Q. There i s a d i f f e r e n c e then between the two 

g e o l o g i s t s about how you have contoured the contour 

l i n e s through the northeast quarter of the s e c t i o n and 
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integra t e d them back into the f a u l t ? 

A. That's r i g h t . 

Q. When we look at Mr. Ahlen's d i s p l a y , we see a 

p a r t i c u l a r way of mapping the contour l i n e s , and yet i n 

contra s t you have done something d i f f e r e n t ? 

A. (Witness nodded.) 

Q. What have you done th a t ' s d i f f e r e n t from Mr. 

Ahlen? 

A. I've used s e i s m i c data to make the dip, the 

north dip, that i s shown on my map, which I point 180 

to the north edge of the s e c t i o n . 

Q. When we look at your d i s p l a y , I see shot 

point 180; that i s the seismic information that you 

have i n t e r p r e t e d to cause you to take those contour 

l i n e s and wrap them back into the f a u l t ? 

A. Yes. 

Q. What t e l l s you by looking at that information 

t h a t ' s how you should i n t e r p r e t the data? 

Do you look at something and i t shows you as 

a geologist t h a t ' s how you ought to contour? 

A. You look at the seismic data and make a 

c a l c u l a t i o n a f t e r you get the data. 

Q. And that i s an i n t e r p r e t a t i o n and a s e l e c t i o n 

of a way to contour through t h i s portion of the s e c t i o n 

that you presented at e a r l i e r hearings i n these cases? 
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A. T h i s has not been changed. T h i s i s the same 

map t h a t I used l a s t time. 

Q. You have s a t through Mr. A h l e n 1 s p r e s e n t a t i o n 

and looked a t h i s i n t e r p r e t a t i o n , have you not, s i r ? 

A. Yes. 

Q. Has a n y t h i n g he has s a i d w i t h r e g a r d s to how 

t h e s e l i n e s a r e contoured caused you to change your 

o p i n i o n ? 

A. No. 

Q. When we look a t the f a u l t , what i s the 

a v a i l a b l e d a t a t h a t you have u t i l i z e d t h a t c a u s e s you 

to conclude g e o l o g i c a l l y t h a t the f a u l t i s more 

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

of the s e c t i o n than Mr. Ahlen o b v i o u s l y has done i n h i s 

d i s p l a y ? 

A. I base the f a u l t l o c a t i o n i n a s i m i l a r -- the 

te c h n i q u e was the same as I d i d the l a s t time. 

T h e r e ' s a f a u l t c u t on the l i n e t h a t ' s shown 

as GS1282 t h a t runs e a s t - w e s t through the middle of 

S e c t i o n s 17, 16, 15, 14. 

And I i n t e r p r e t t h a t as the same f a u l t as 

i t ' s shown between the two S t e v e n s w e l l s . 

And what I ' v e done on t h i s map i s drawn a 

s t r a i g h t l i n e between those two f a u l t c u t s . 

Q. You're f a m i l i a r w i t h the w e l l b o r e imagery 

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 

200 

t h a t Mr. Ahlen t a l k e d about t h a t he u t i l i z e d i n , I 

b e l i e v e , the second r e e n t r y of the w e l l ? 

A. Yes. 

Q. You've had an o p p o r t u n i t y to look a t t h a t 

i n f o r m a t i o n ? 

A. (Wi t n e s s nodded.) 

Q. D e s c r i b e f o r us what your o p i n i o n s and 

c o n c l u s i o n s a r e w i t h r e g a r d s to t h a t i n f o r m a t i o n ? 

A. W e l l , I'm p r i m a r i l y a g e o p h y s i c i s t . And 

t h a t ' s a l o g g i n g t e c h n i q u e , and i t ' s a v e r y new 

t e c h n i q u e . I'm s u r e i t ' s v e r y powerful technology 

and --

Q. Have you had the o p p o r t u n i t y to u t i l i z e i t on 

any of your w e l l s ? 

A. I had seen i t on one w e l l , y e s , s i r , but I 

don't c o n s i d e r myself as an e x p e r t on the Formation 

MicroScanner. 

Q. When we look a t the way you have contoured 

the s t r u c t u r e , does i t make a d i f f e r e n c e to you as to 

what the l o c a t i o n i s of the Holmstrom w e l l i n the 

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

A. I don't --

Q. When we look a t the Holmstrom w e l l as shown 

on your d i s p l a y --

A. Okay. No. 1 w e l l ? 
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Q. Yes, s i r , you know, the one t h a t --

A. The prod u c i n g w e l l . 

Q. The prod u c i n g w e l l . 

A. A l l r i g h t . 

Q. Mr. McAlpine's p r o d u c i n g w e l l , t h a t w e l l . 

What have you used as the l o c a t i o n of t h a t w e l l by 

which then you have contoured your s t r u c t u r e l i n e s ? 

Where i s t h a t w e l l l o c a t e d p h y s i c a l l y w i t h i n 

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

A. 1980 from the south and e a s t . 

Q. What i s the l o c a t i o n of t h a t w e l l to the 

common boundary between the two p r o p e r t i e s , meaning the 

S t e v e n s ' s p a c i n g u n i t and S a n t a Fe E x p l o r a t i o n ' s 

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

A. I t ' s the l e g a l l o c a t i o n w i t h i n t h a t l e a s e 

l o t . 

Q. When we i n t e r p r e t your s t r u c t u r e map f o r the 

w e l l a t t h a t l o c a t i o n , do you and Mr. Ahlen have 

agreement or disagreement about the s t r u c t u r a l 

r e l a t i o n s h i p of the top of the Devonian and the St e v e n s 

w e l l v e r s u s the McAlpine w e l l ? 

A. No, I don't t h i n k we have. 

Q. You both f i n d t h a t the top of the Devonian i n 

the r e s p e c t i v e w e l l s i s a p p r o x i m a t e l y 55 f e e t a p a r t ? 

A. Yes. 
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MR. KELLAHIN: Thank you, s i r . 

MR. LeMAY: Thank you, Mr. K e l l a h i n . 

Mr. C a r r . 

MR. CARR: Anyone e l s e want to do d i r e c t ? 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Holmstrom, you t e s t i f i e d you were 

i n v o l v e d a t the time the o r i g i n a l w e l l was d r i l l e d , the 

Holmstrom F e d e r a l No. 1; i s t h a t c o r r e c t ? 

A. Yes. 

Q. At the time t h a t w e l l was d r i l l e d , based on 

the s e i s m i c d a t a and o t h e r i n f o r m a t i o n you had 

a v a i l a b l e , you were aware t h e r e was a f a u l t i n the 

a r e a ; i s t h a t not c o r r e c t ? 

A. Yes. 

Q. You were aware t h a t f a u l t was on the west 

h a l f of S e c t i o n 9; i s t h a t c o r r e c t ? 

A. Yes. 

Q. You were aware t h e r e were r e s e r v e s over 

t h e r e . Did you have any i n f o r m a t i o n c o n c e r n i n g the 

ownership of S e c t i o n 9 a t t h a t time? 

A. (W i t n e s s shook head.) 

Q. But you d i d know t h e r e was a f a u l t on the 

west h a l f of the s e c t i o n ; i s t h a t r i g h t ? 

A. T h a t ' s r i g h t . 
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Q. And t h e r e were r e s e r v e s over t h e r e a t the 

time you d r i l l e d the w e l l ? 

A. (Witness nodded.) 

Q. I s t h a t r i g h t ? 

A. That 1 s r i g h t . 

Q. When you look a t the s e i s m i c work t h a t you 

have i n t h i s a r e a , do you have a r e f l e c t i o n i n the 

s e i s m i c on the Devonian -- i s t h a t what i t ' s c a l l e d ? 

I s t h a t how you see the Devonian? 

A. I i n t e r p r e t i t as a r e f l e c t i o n on the 

Devonian, y e s . 

Q. I s i t c l e a r l y i d e n t i f i a b l e i n the a r e a of the 

f a u l t ? 

A. No 

f a u l t . 

Q. 

A. 

I t ' s i n t e r f e r i n g w i t h the n o i s e from the 

Now, when you --

How c l o s e to the f a u l t a r e you t a l k i n g 

about ? 

Q. We l l , I mean w i t h what we have as I look a t 

the t h r e e p l a t s t h a t you have p r e s e n t e d i n the l a s t 

h e a r i n g s i s t h a t i n a l l c a s e s we have a f a u l t and 

b a s i c a l l y they have moved from h e a r i n g to h e a r i n g . 

A. (Wi t n e s s nodded.) 

Q. And my q u e s t i o n i s , how a c c u r a t e i s the 

s e i s m i c i n t h i s a r e a ? 
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A. W e l l , i n t h i s c a s e I moved the f a u l t 200 f e e t 

to the e a s t a c c o r d i n g to my s c a l e . 

And I don't f e e l l i k e 200 f e e t -- I f e e l l i k e 

200 f e e t i s w i t h i n the l i m i t s of what I'm a b l e to do. 

Q. Could i t be t h a t the f a u l t c o u l d be 200 f e e t , 

say, even w i t h t h i s d a t a to the west of where you 

p l a c e d i t r i g h t now? 

A. No. Then the S t e v e n s No. 1 s i d e t r a c k would 

have been up from i t . 

Q. What about i n the n o r t h e r n p o r t i o n of S e c t i o n 

9, say, i n the n o r t h e a s t of the n o r t h w e s t ? Could i t be 

200 f e e t i n t h a t a r e a ; would t h a t be w i t h i n the r e a s o n ? 

A. I t c o u l d be w i t h i n 200 f e e t . 

Q. I f i t ' s 200 f e e t to the west up t h e r e , 

wouldn't you have l e s s of a n o r t h d i p and more of an 

e a s t d i p i n the f o r m a t i o n ? 

I f you take the f a u l t i n the n o r t h e r n p o r t i o n 

of S e c t i o n 9, move i t 200 f e e t to the west, wouldn't 

t h a t tend to i n f a c t make the d i p more e a s t e r l y and 

l e s s n o r t h e r l y ? 

A. I don't see how you're changing the dip on 

the c o n t o u r s by moving the f a u l t i f you don't change 

the c o n t o u r s . 

Q. But you move the f a u l t and honor t h a t 

i n f o r m a t i o n , wouldn't you a l s o have to a d j u s t the 
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contour ? 

A. I d i d n ' t a d j u s t c o n t o u r s on t h i s map. 

Q. I n terms of the s e i s m i c d a t a you have 

a v a i l a b l e to you a t t h i s time, i s t h e r e a n y t h i n g new 

t h a t you d i d n ' t have a v a i l a b l e to you a y e a r ago i n the 

pool r u l e h e a r i n g s ? 

A. We have the i n f o r m a t i o n on t h e s e two w e l l s . 

Q. Do you have a d d i t i o n a l s e i s m i c work? 

A. No . 

Q. But b a s i c a l l y your i n t e r p r e t a t i o n i s t h e s e 

two new w e l l s and the p r e e x i s t i n g s e i s m i c d a t a ? 

A. Y e s . 

Q. And i t was based, i f we look a t the 

i n f o r m a t i o n t h a t you're u t i l i z i n g to p r o j e c t the dip i n 

the n o r t h e a s t of 9, t h a t ' s the l i n e t h a t i s l a b e l e d 

SF2; i s n ' t t h a t r i g h t ? 

A. Yes. 

Q. Do you a l s o i n t e g r a t e i n f o r m a t i o n from l i n e 

SF1 t h a t runs e a s t - w e s t a c r o s s the a r e a ? 

A. Yes. 

Q. I s n ' t t h a t the v e r y same s e i s m i c i n f o r m a t i o n 

t h a t you would have u t i l i z e d to have p r e v i o u s l y p l a c e d 

the f a u l t to the west of where you're p l a c i n g i t today? 

A. I t i s the e x a c t same d a t a . 

Q. And so the only new da t a t h a t you've u t i l i z e d 
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to move t h i s i s i n f a c t the i n f o r m a t i o n from the two, 

the s i d e t r a c k w e l l s , t h a t were d r i l l e d by S t e v e n s ? 

A. Yes. 

Q. I b e l i e v e you s t a t e d you had not had a c c e s s 

to the i n f o r m a t i o n from the Formation MicroScanner; 

i s n ' t t h a t c o r r e c t ? 

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

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

i n f o r m a t i o n on the d i p and the s t r i k e of the f a u l t ; 

i s n ' t t h a t r i g h t ? 

A. T h a t ' s i n t e r p r e t i v e . 

Q. But i f you had i n f o r m a t i o n t h a t you c o u l d 

i n t e r p r e t d i p and s t r i k e of the f a u l t , wouldn't t h a t be 

something t h a t you would a l s o be a b l e to u t i l i z e i n 

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

A. P o s s i b l y . 

Q. And t h a t ' s i n f o r m a t i o n you haven't had; i s n ' t 

t h a t r i g h t ? 

A. T h a t ' s r i g h t . 

Q. Now, i f we look a t the s e i s m i c l i n e s , the SF 

No. 2 and SF No. 1, t h a t ' s the o n l y s e i s m i c i n f o r m a t i o n 

t h a t c o u l d have been u t i l i z e d to i n f a c t d r i l l the 

f i r s t s i d e t r a c k h o l e d r i l l e d by the S t e v e n s and the 

Deemar e a r l i e r t h i s y e a r ; i s n ' t t h a t c o r r e c t ? 

A. Yes. 
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Q. That r e s u l t e d i n a dry h o l e , d i d n ' t i t ? 

A. Yes. 

Q. The f a u l t wasn't where i t was p r o j e c t e d ; 

i s n ' t t h a t r i g h t ? 

A. T h a t ' s r i g h t . 

Q. I t ' s a l s o the v e r y same s e i s m i c i n f o r m a t i o n 

t h a t you u t i l i z e d i n p i c k i n g the l o c a t i o n f o r your 

Holmstrom No. 2; i s n ' t t h a t r i g h t ? 

A. T h a t ' s r i g h t . 

Q. That was a dry h o l e ? 

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

MR. CARR: T h a t ' s a l l I have. Thank you. 

MR. LeMAY: Thank you, Mr. C a r r . 

A d d i t i o n a l q u e s t i o n s of the w i t n e s s ? 

Yes, s i r , Mr. P a d i l l a . 

REDIRECT EXAMINATION 

BY MR. PADILLA: 

Q. Mr. Holmstrom, i n r e v i e w i n g the imaging 

i n f o r m a t i o n t h a t was p r e s e n t e d by S t e v e n s t h i s morning, 

d i d t h a t have any e f f e c t i n your i n t e r p r e t a t i o n of the 

f a u l t or the contour l i n e s ? 

A . No . 

Q. No i n f l u e n c e a t a l l ? 

A. No . 

MR. PADILLA: T h a t ' s a l l . 

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 

208 

MR. LeMAY: Just one here, Mr. Holmstrom. 

EXAMINATION 

BY MR. LeMAY: 

Q. On your map i t ' s -- the s c a l e that we're 

t a l k i n g about -- a couple hundred feet i s n ' t much? 

A. I t ' s about the width of the f a u l t l i n e , yes, 

s i r . 

Q. That's what i t looks l i k e to me. My concern 

i s on your l i n e SF2 and SF1, are those p r e t t y 

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

footages i n there? 

I mean i s i t -- i t ' s not j u s t e y e b a l l l i n e , 

i s i t ? 

A. No, s i r . That's as a c c u r a t e l y as I can --

the survey i n the f i e l d was made to t h i s same s c a l e , 1 

inch to 2,000. 

And that surveyor's p l a t was used to lo c a t e 

these shot points on the map. 

Q. So we can assume that even though the s c a l e 

i s — 

A. They're as a c c u r a t e l y as I can get them on a 

t o - s c a l e map. 

Q. And the other i n d i c a t i o n , you show an 

a d d i t i o n a l f a u l t where I think Mr. Ahlen shows j u s t one 

f a u l t . 
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He t a k e s a curve i n t h a t f a u l t , and you show 

two f a u l t s s e p a r a t i n g t h a t dry h o l e , t h a t No. 2 w e l l . 

You were a b l e to see on the r e c o r d down t h e r e 

a f a u l t ? 

A. The second f a u l t i s not as c l e a r as the f a u l t 

on the west s i d e . I t ' s more i n t e r p r e t i v e than the 

l a r g e f a u l t , the s t r u c t u r e - f o r m i n g f a u l t on the west 

s i d e . 

But I f e e l t h e r e i s some e v i d e n c e f o r f a u l t 

on the n o r t h - s o u t h l i n e . 

MR. LeMAY: Thank you. 

A d d i t i o n a l q u e s t i o n s ? 

I f not, you may be excused. Thank you, s i r . 

L. D. SIPES , J r . , 

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

oath as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. PADILLA: 

Q. Mr. S i p e s , p l e a s e s t a t e your name. 

A . L. D. S i p e s , J r . 

Q. Where do you l i v e , Mr. S i p e s ? 

A. I l i v e a t 1400 P r i n c e t o n , Midland, Texas. 

Q. Are you a petroleum c o n s u l t i n g e n g i n e e r ? 

A. I am a petroleum e n g i n e e r , y e s . 

Q. And you're a c o n s u l t a n t to Sa n t a Fe 
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E x p l o r a t i o n i n t h i s c a s e ? 

A. Yes, I am. 

Q. Can you t e l l us about where you r e c e i v e d your 

e d u c a t i o n i n petroleum e n g i n e e r i n g ? 

A. I r e c e i v e d my b a c h e l o r of s c i e n c e degree i n 

petroleum e n g i n e e r i n g from Texas Tech U n i v e r s i t y i n 

1957 . 

Q. And what have you done s i n c e you r e c e i v e d 

t h a t degree, Mr. S i p e s ? 

A. W e l l , f o r the next t e n y e a r s , w i t h some time 

out to go to s c h o o l and to the Army t w i c e , I worked f o r 

four l a b o r a t o r i e s , mostly i n the r e s e a r c h l a b and i n 

t h e i r e n g i n e e r i n g c o n s u l t i n g department. 

Q. And f o r how long d i d you do t h a t ? 

A. U n t i l 1966. And i n 1966 I went to work f o r a 

l o c a l c o n s u l t i n g f i r m i n Midland, Texas. I n 1969 we 

purc h a s e d t h a t f i r m , employee's d i d . And t h a t f i r m has 

been i n e x i s t e n c e s i n c e t h a t time. 

For about 25 y e a r s I was i n the c o n s u l t i n g 

bus i n e s s . 

Q. What was the name of t h a t f i r m ? 

A. S i p e s , W i l l i a m s o n & A s s o c i a t e s . 

Q. Are you s t i l l a c o n s u l t a n t e n g i n e e r , a 

c o n s u l t i n g e n g i n e e r i n g ? 

A. I do c o n s u l t i n g on o c c a s i o n , y e s , s i r . 
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Q. And you're w i t h t h a t f i r m s t i l l , or you're no 

longer w i t h t h a t f i r m ? 

A. I'm s t i l l a s s o c i a t e d w i t h t h a t f i r m , a l t h o u g h 

I'm not an a c t i v e c o n s u l t a n t i n t h a t f i r m . 

Q. Now, you t e s t i f i e d i n c o n n e c t i o n i n the f i r s t 

h e a r i n g on the matter; i s n ' t t h a t c o r r e c t ? 

A. Yes, I d i d . 

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

f o r today's h e a r i n g ? 

A. Yes, I have. 

MR. PADILLA: Mr. Chairman, we tender Mr. 

S i p e s as an e x p e r t i n petroleum e n g i n e e r i n g . 

MR. LeMAY: H i s q u a l i f i c a t i o n s a r e 

a c c e p t a b l e . 

Q. (BY MR. PADILLA) Mr. S i p e s , l e t ' s get i n t o 

E x h i b i t No. 2 and have you i d e n t i f y t h a t f o r the 

Commission. 

A. E x h i b i t No. 2 i s a s t r u c t u r e map on the top 

of the Devonian f o r m a t i o n i n the North King Camp F i e l d , 

Chaves County, New Mexico. 

On t h a t I have attempted to honor the w e l l 

c u t s and datum which you see l i s t e d t h e r e . 

And then I have a l s o t r i e d to honor the d i p , 

which was e s t a b l i s h e d by Mr. Holmstrom on h i s maps, 

r e g a r d i n g the n o r t h d i p and e a s t d i p i n the p o r t i o n s of 
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the r e s e r v o i r where we have no w e l l information. 

(Thereupon, Sipes E x h i b i t No. 2 

was i d e n t i f i e d . ) 

Q. Now, you e s s e n t i a l l y did the same thing that 

Mr. Hickman did with regard to Mr. Ahlen's maps; i s 

that e s s e n t i a l l y what you've done i n making E x h i b i t No. 

2? 

A. E s s e n t i a l l y , so although y o u ' l l notice that 

the shape of the contour may not be p r e c i s e because 

t h i s was not done as an overlay; i t was done to honor 

the dips and the s p e c i f i c d i s t a n c e s that I know are 

there. 

Q. Why i s i t important to honor the dips i n t h i s 

case? 

A. We have to p r o j e c t the top of the Devonian 

where i t i n t e r s e c t s the o i l - w a t e r contact i n order to 

describe the e n t i r e area of the r e s e r v o i r and the 

volume. 

Q. Where do you e s t a b l i s h the o i l - w a t e r contact? 

A. The o i l - w a t e r contact, we don't have any data 

on which to e s t a b l i s h that contact i n t h i s f i e l d . 

We know that the highest known water that 1 s 

been measured on the east s i d e of the f a u l t has been at 

a minus 6,107. 

Q. You're looking now at E x h i b i t No. 3; i s that 
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c o r r e c t ? 

A. I'm looking at E x h i b i t No. 3 to get the exact 

numbers. 

The lowest known o i l i n the r e s e r v o i r at t h i s 

time i s a minus 6,016. 

Q. How i s the o i l - w a t e r contact important 

i n s o f a r as determining r e s e r v e s i n t h i s case? 

A. The o i l - w a t e r contact i s extremely important 

i n t h i s f i e l d because i t determines -- because i t i s a 

water d r i v e r e s e r v o i r , i t determines the volume of 

res e r v e s which you w i l l u l t i m a t e l y recover from t h i s 

f i e l d and a l s o how those r e s e r v e s w i l l be shared as the 

cumulative production i n the f i e l d goes up. 

Q. As you produce the r e s e r v o i r , what happens to 

the water drive mechanism? How does that a f f e c t 

producing r a t e s ? 

A. Well, i n a water dr i v e r e s e r v o i r , what you 

have i s a s i m i l a r analogy to Mr. Gruy's Coke b o t t l e ; 

only whenever i t i s expanded to the extent of the 

additions which Mr. K e l l a h i n gave i t , which was the 

bottom water d r i v e , when you s t a r t putting water into 

i t . 

The amount of re s e r v e s that would be produced 

as the oi l - w a t e r contact moves up i n a water dr i v e 

r e s e r v o i r w i l l be shared proportional to the amount of 
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ra t e or o i l that i s produced from each w e l l that i s 

capable of producing. 

Q. Now, you've heard the testimony t h i s morning 

from Mr. Hickman, and he wants to produce both w e l l s at 

e s s e n t i a l l y even r a t e s . 

What do E x h i b i t s 1 and 2 show i n r e l a t i o n to 

producing r a t e s on the b a s i s of top allowable? 

A. Well, i f you take E x h i b i t 2, and I took 

E x h i b i t 2 and I planimetered the information, the areas 

and volumes on E x h i b i t 2, from which I prepared E x h i b i t 

3 . 

E x h i b i t 3 i s simply a de p i c t i o n of the 

r e s e r v o i r dip sub-C on the l e f t and then the cumulative 

r e s e r v o i r volume at that depth and drew a graph of that 

information so we would have something g r a p h i c a l l y that 

we could look at and understand what's happening i n 

that r e s e r v o i r . 

Now, using E x h i b i t 3 I have shown on here the 

perforated i n t e r v a l i n the Deemar Federal No. 1 and 

al s o the open hole s e c t i o n of the Holmstrom Federal No. 

1 . 

I f you look at t h i s , and I would j u s t e y e b a l l 

t h i s , but at an o i l - w a t e r contact, which Mr. Ahlen 

suggested might be at 6,055 f e e t , then there's probably 

11,000, 11,500 acre feet of productive r e s e r v o i r i n 
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t h i s s t r u c t u r e i n my opinion. 

I agree with Mr. Gruy that probably the 

oi l - w a t e r contact i s s l i g h t l y above that because of the 

performance of the Holmstrom Federal No. 1 

(Thereupon, Sipes E x h i b i t No. 3 

was i d e n t i f i e d . ) 

Q. In other words, by v i r t u e of cumulative 

production on that w e l l , the o i l - w a t e r contact has 

r i s e n ? 

A. Yes. I t w i l l r i s e i n the e n t i r e r e s e r v o i r 

because of the good permeability w i t h i n the r e s e r v o i r . 

And at -- with each s u c c e s s i v e l e v e l of 

movement of that o i l - w a t e r contact, the r e s e r v e s w i l l 

be shared by the r e l a t i v e amounts of production t h a t ' s 

taken from each w e l l . 

And there w i l l be drainage across l e a s e l i n e s 

w i t h i n t h i s r e s e r v o i r . 

Q. Because of the proximity of the Deemar w e l l 

to the property l i n e , or how -- would you e x p l a i n your 

l a s t remark, please? 

A. Well, the l a s t remark was simply made and i t 

assumes that there would be some, as you had i n d i c a t e d 

e a r l i e r , some p a r i t y between the producing r a t e s 

between the Deemar and the Holmstrom. 

For example, i f the o i l - w a t e r contact moved 
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up and there was 100,000 b a r r e l s of o i l produced in 

t h i s r e s e r v o i r , with that movement of the o i l - w a t e r 

contact, and each w e l l produced at 500 b a r r e l s a day 

during that period of time, then they would share 

r e s e r v e s f i f t y - f i f t y . 

Q. Now, l e t me show you what we have marked as 

E x h i b i t No. 4. Please i d e n t i f y that for the record. 

A. This i s a l e t t e r from the O i l Conservation 

D i v i s i o n dated August 28, 1989. I t ' s addressed to 

Campbell & Black, P.A., Santa Fe, New Mexico, a t t e n t i o n 

Mr. William F. Carr. 

(Thereupon, Sipes E x h i b i t No. 4 

was i d e n t i f i e d . ) 

Q. What's the bottom l i n e of that l e t t e r ? I 

r e a l i z e the l e t t e r speaks for i t s e l f , but that l e t t e r 

s e t s an allowable r e s t r i c t i o n , doesn't i t ? 

A. According to t h i s l e t t e r , the a p p l i c a t i o n of 

the penalty, which i s w r i t t e n into the Commission 

order, to the Deemar Federal No. 1 would give an 

allowable of 34.04 b a r r e l s per day. 

Q. Have you i n your e x h i b i t s made an independent 

ev a l u a t i o n of how t h i s f i g u r e r e l a t e s to an appropriate 

penalty for the Deemar No. 1 w e l l ? 

A. Well, i n some of my work, I have taken the 

amount of r e s e r v o i r volume, which i s west of the lease 
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l i n e or i n the west h a l f of Section 9, and compared 

that to the t o t a l r e s e r v o i r . 

And at a sub-C depth of 6,055 for the 

oil - w a t e r contact, the proportion of r e s e r v e s , i n my 

opinion, that l i e west of that l e a s e l i n e and on Mr. 

Stevens' lease i s approximately 10 percent. 

Q. And i n applying, how do you apply that 10 

percent to the top allowable of the pool? 

A. I f you assume that the t o t a l withdrawals from 

the pool are 500 b a r r e l s a day, then the Deemar Federal 

should be allowed to produce 10 percent of that, or 50 

b a r r e l s . 

Q. F i f t y b a r r e l s . So your estimate i s that 

based on that 10 percent that you ought to have an 

inc r e a s e of 34 b a r r e l s , as s t a t e d i n t h i s E x h i b i t 4, 

from 34 to about 50? 

A. No, s i r , not e x a c t l y . The Holmstrom Federal 

No. 1 r i g h t now i s producing s l i g h t l y over 200 b a r r e l s 

of o i l per day. 

And i f you apply that 10 percent, then i t 

would equate to about 21 b a r r e l s a day for t h e i r 10 

percent withdrawal from the r e s e r v o i r . 

Q. In e f f e c t , so you're saying you should not 

apply i t against the top allowable, but the a c t u a l 

producing r a t e of Santa Fe w e l l ? 
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A. I think that would put i t i n f a i r n e s s and 

would be equitable based on t h e i r proportion of the 

r e s e r v o i r above the o i l - w a t e r contact. 

Q. Mr. Sipes, do you have anything f u r t h e r 

concerning E x h i b i t s 1, 2, 3, or 4? 

A. I don't b e l i e v e so. 

MR. PADILLA: Pass the witness, Mr. 

Chairman. 

MR. LeMAY: Thank you, Mr. P a d i l l a . 

Mr. K e l l a h i n . 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Sipes, you were present i n the hearing 

room today during the course of Mr. Ahlen's 

p r e s e n t a t i o n testimony, and you have seen and looked at 

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

A. Yes, I have. 

Q. Were you a l s o present i n the hearing room 

when Mr. Hickman t e s t i f i e d and had an opportunity to 

hear h i s testimony and review h i s e x h i b i t s with him as 

he made h i s presentation? 

A. Yes. 

Q. Would you buy and s e l l r e s e r v e s w i t h i n t h i s 

s e c t i o n based upon Mr. Ahlen's and Mr. Hickman's 

cumulative study of the estimated o i l recovery w i t h i n 
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the s e c t i o n ? 

A. No, s i r . 

Q. Why not? 

A. In my opinion the o i l - w a t e r contact i s higher 

than than they have assumed, t h a t ' s number one, that 

would reduce the o v e r a l l r e s e r v e s . 

And, number two, from the information I had, 

I c a l c u l a t e d Mr. Hickman's a r r i v e d at about 431 b a r r e l s 

of o i l i n place per acre foot. 

And I questioned whether or not we have 

enough information on which to make that kind of --

that kind of judgment, s i r . 

We have not penetrated the e n t i r e r e s e r v o i r , 

and we do not have logs and other information that 

would t e l l us what those p r o p e r t i e s are below the 

bottom of the holes which have been d r i l l e d . 

Q. In your opinion, as a r e s e r v o i r engineer --

w e l l , l e t me ask you t h i s . 

I f a v a i l a b l e t e c h n i c a l data i s supplied to 

you i n which you have confidence, are you able i n 

c e r t a i n areas to determine w i t h i n a reasonable degree 

of p r o b a b i l i t y the net productive acres w i t h i n a 

p a r t i c u l a r t r a c t ? 

A. Yes. 

Q. Do we have, i n your opinion as a r e s e r v o i r 
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engineer, s u f f i c i e n t data w i t h i n t h i s area to make that 

determination i n t h i s case? 

A. In my opinion, yes. 

Q. When we look at the o i l - w a t e r contact, what 

information do we have with regards to the o i l - w a t e r 

contact? 

A. Three p i e c e s , three or four pieces of 

information. 

On the west s i d e -- on the east side of the 

f a u l t , which d e s c r i b e s the western boundary of t h i s 

p a r t i c u l a r r e s e r v o i r , we know these f a c t s : 

The Deemar Federal was completed and did not 

produce any water; therefore, the o i l contact i s below 

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

We know that the Holmstrom Federal No. 1 that 

upon i n i t i a l completion down to a minus 6,016 that i t 

produced water-free. 

We know that the Holmstrom Federal No. 2, 

again on the east side of the f a u l t , t e s t e d water at a 

sub-C depth of minus 6,107 f e e t . 

Those are the only f a c t s we have other than 

the water which had been produced a f t e r some period of 

time from the Holmstrom No. 1. 

Q. In examining Mr. Hickman's methodology, he 

made volumetric c a l c u l a t i o n s of recoverable r e s e r v e s ; 
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then he ran a computer sim u l a t i o n to give him 

a d d i t i o n a l information. 

That i s not a unique methodology to apply i n 

order to come up with an estimate of ultimate o i l 

recovery i n a r e s e r v o i r , i s i t ? 

A. No, i t i s n ' t . And I might point out that Mr. 

Hickman, given the co n f i g u r a t i o n of the r e s e r v o i r i n 

which he was working and the permeability which he used 

in that r e s e r v o i r , could have probably done the same 

thing by c o n s t r u c t i n g a graph such as I did, E x h i b i t 

No. 3 here. 

Q. I s i t a c o r r e c t statement that your work and 

Mr. Hickman's work i s going to be founded and 

predicated upon the geology? 

A. Yes, i t i s . 

Q. And that i f there i s a m a t e r i a l d i f f e r e n c e i n 

the information given to you or to Mr. Hickman as an 

engineer with regards to the s i z e and the shape of that 

r e s e r v o i r , then i n applying your p a r t i c u l a r 

c a l c u l a t i o n s to that information, you can each come up 

with m a t e r i a l l y d i f f e r e n t ultimate o i l r e c o v e r i e s ? 

A. Yes, we can. 

Q. Now, you s a i d awhile ago that you believed --

w e l l , f i r s t of a l l , you would not buy and s e l l 

p r o p e r t i e s i n t h i s s e c t i o n based upon Mr. Ahlen's and 
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Mr. Hickman's conclusions; that was true? 

A. Yes. 

Q. But you've a l s o t o l d me, i n your opinion as a 

r e s e r v o i r engineer, that you and Mr. Holmstrom had 

s u f f i c i e n t data by which you could with a reasonable 

degree of engineering p r o b a b i l i t y come up with 

estimates of r e s e r v e s ? 

A. I don't b e l i e v e I t e s t i f i e d that we could 

come up with r e s e r v e s . I work s t r i c t l y with r e s e r v o i r 

volumes. 

And as has been pointed out here e a r l i e r 

today, the f a c t o r s which you apply to those r e s e r v o i r 

volumes, because we don't know anything d i f f e r e n t , are 

going to be uniform across the f i e l d . 

So any p r o p o r t i o n a l i t y that you want to be 

d i s c u s s i n g can be done s t r i c t l y off of r e s e r v o i r 

volumes. 

And you don't have to put i n other u n c e r t a i n 

f a c t o r s to get down to recoverable r e s e r v e s . 

Q. Mr. Hickman has given a d i f f e r e n t r e s e r v o i r 

volume than you have? 

A. Yes, he has. 

Q. In examining the choices you make as a 

r e s e r v o i r engineer and which information to u t i l i z e to 

come up with r e s e r v o i r volumes, which would you s e l e c t ? 
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A. I would s e l e c t the one that I used. And the 

primary d i f f e r e n c e appears to be the north dip i n the 

east h a l f of Section 9, which i s predicated upon 

seismic information. 

And Mr. Hickman and Ahlen did not have access 

to that information, and, therefore, they have moved 

those contours f u r t h e r north and opened them up and 

increased the volume of the r e s e r v o i r . 

And there's no information up there on which 

to make those judgments. 

Q. I f the Commission makes the judgment that 

they are going to adopt some type of volume equity in 

e s t a b l i s h i n g a producing r a t e for the Deemar w e l l , how 

would we accomplish that? 

A. In my opinion, they should go back and look 

at the volumes which I've c a l c u l a t e d and t e s t i f i e d that 

the west h a l f of the s e c t i o n has approximately 10 

percent of the productive growth volume of the 

r e s e r v o i r . 

And they should a l l o c a t e approximately 10 

percent of the r e s e r v o i r withdrawals to the Deemar No. 

1 . 

Q. I f we do that, then, how do we peg the 

producing r a t e upon which we f i x the 10 percent? 

I s i t going to be the p r o d u c t i v i t y or the 
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d e l i v e r a b i l i t y of the Deemar w e l l ? 

W i l l i t be the allowable? 

W i l l i t be the current producing r a t e of 

Holmstrom w e l l or the Deemar w e l l ? 

What, i n your opinion, should be the 

mechanics by which that r e l a t i o n s h i p i s reduced to a 

producing r a t e ? 

A. I t should be based p r i m a r i l y upon a 10 

percent of withdrawals, and that i s not n e c e s s a r i l y top 

allowable. Now --

Q. You're t a l k i n g about 10 percent of the 

withdrawals from the r e s e r v o i r ? 

A. Yes, I am. Now, Mr. --

Q. Exp l a i n to me how that would work. 

A. Mr. Hickman e a r l i e r had t e s t i f i e d that there 

are a d d i t i o n a l r e s e r v e s behind-pipe, I b e l i e v e , i n 

Holmstrom No. 1 that have not perforated. 

Mr. Hickman perhaps did not know that that 

s e c t i o n of the borehole had been d r i l l - s t e m t e s t e d and 

was found to be t i g h t . 

Q. In your opinion, i s i t necessary to introduce 

an a d d i t i o n a l f a c t o r into the producing r a t e 

c a l c u l a t i o n for the Deemar w e l l that takes into account 

the p h y s i c a l l o c a t i o n -- we have discu s s e d a f a c t o r to 

bring equity to the various i n t e r e s t owners by 
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e s t a b l i s h i n g a parameter for the producing r a t e that 

has a r e l a t i o n s h i p to r e s e r v o i r volume. 

I want to d i s c u s s with you now whether or 

not, i n your opinion as an engineer, you f e e l i t 

necessary to recommend to the Commission that they a l s o 

u t i l i z e a f a c t o r to consider the r e l a t i o n s h i p of the 

bottom-hole l o c a t i o n of the Deemar w e l l 78 feet from 

the common l i n e versus the f a c t that the o f f s e t t i n g 

Holmstrom w e l l i s at l e a s t a standard w e l l l o c a t i o n ? 

A. I b e l i e v e that the Commission could use 

e i t h e r methodology but not both. 

Q. Which, i n your opinion, i s the methodology 

that gives you the gr e a t e s t comfort as a r e s e r v o i r 

engineer i n attempting to e s t a b l i s h an equity for 

uncompensated drainage as the two w e l l s compete for the 

res e r v e s i n the pool? 

A. I n my opinion, the approach that the D i v i s i o n 

has already taken i n t h e i r order very adequately 

compensates and s e t s the allowables that would be 

reasonable i n t h i s pool. 

Q. And that current producing r a t e , i n your 

opinion, can be j u s t i f i e d based upon a volumetric 

p a r i t y between the east h a l f of the s e c t i o n and the 

west h a l f of the s e c t i o n ? 

A. Yes. 
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MR. KELLAHIN: Thank you, Mr. Chairman. 

MR. LeMAY: Thank you, Mr. K e l l a h i n . 

Mr. P a d i l l a . 

MR. PADILLA: Mr. Chairman, l e t me move the 

a d m i s s i o n of our E x h i b i t s 1 through 4. I don't b e l i e v e 

I d i d t h a t . And we won't be u s i n g E x h i b i t No. 5, which 

I d i d d i s t r i b u t e to the Commission. 

(Thereupon, S i p e s E x h i b i t s 1-4 

were o f f e r e d i n t o e v i d e n c e . ) 

MR. LeMAY: Thank you. 

Without o b j e c t i o n , E x h i b i t s 1 through 4 w i l l 

be a d m i t t e d i n t o the r e c o r d . 

(Thereupon, S i p e s E x h i b i t s 1-4 

were a d m i t t e d i n t o e v i d e n c e . ) 

Thank you, s i r . 

Mr. C a r r . 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. S i p e s , I d i d not c l e a r my f i r s t q u e s t i o n 

w i t h Mr. Hickman, but do you know Mr. Hickman? 

A. Mr. Hickman I know. 

Q. I s he a f r i e n d of y o u r s ? 

A. Yes. 

Q. Have you had the o p p o r t u n i t y to r e v i e w h i s 

work? 
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A. Yes. 

Q. Do you consider him to be a competent 

co n s u l t i n g petroleum engineer? 

A. Yes. 

Q. I'm glad your answers were that because I 

have to go and see Mr. Hickman a f t e r the hearing. 

In your work reviewing the w e l l s i n the North 

King Camp Devonian Pool, have you come across any 

t e s t i n g data concerning f l u c t u a t i o n s i n the rate on the 

Holmstrom Federal No. 1 to determine what impact that 

changing the r a t e may i n f a c t have on water production 

in that w e l l ? 

A. No . 

Q. Are you aware of any such t e s t s having been 

run? 

A. No, I'm not. 

Q. I'd l i k e to go to your, I guess, E x h i b i t No. 

2. We'll s t a r t with t h a t . 

The contours that you have placed on t h i s 

e x h i b i t , i f I understand them, are based on the seismic 

work from Mr. Holmstrom; i s that c o r r e c t ? 

A. That's b a s i c a l l y c o r r e c t , yes. 

Q. As you curve the contours across the 

northeast quarter of Section 9 and off to the west, 

t h i s a l s o tends to reduce the r e s e r v e s that would be 
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under the northeast quarter at the same time i t reduces 

those that are under the west h a l f ; i s n ' t that c o r r e c t ? 

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

Q. Now, did I understand your testimony to be 

that based on your c a l c u l a t i o n s , approximately 10 

percent of the t o t a l r e s e r v e s i s a l l that i s under the 

west h a l f of t h i s s e c t i o n ? 

A. That's r i g h t . 

Q. Now, i f I understood your recommendation, 

your recommendation was not that -- was that we be 

e n t i t l e d to produce 10 percent of something. I'm going 

to ask you some questions to t r y and f i n d out what that 

was . 

Was i t 10 percent of the t o t a l pool 

allowable? 

A. No, Mr. Carr. I think I was -- I don't think 

there's a misunderstanding here because I was very 

p l a i n . I s a i d 10 percent of the r e s e r v o i r withdrawals. 

Q. I'm s o r r y ? 

A. Ten percent of the r e s e r v o i r withdrawals. 

Q. Now, that would be 10 percent of whatever the 

Santa Fe decides to produce? 

A. Ten percent of whatever i s produced from the 

r e s e r v o i r whether i t ' s from the two w e l l s that are 

there or how many ever afterwards. 
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Q. And a t the p r e s e n t time t h e r e a r e on l y two 

w e l l s ? 

A. There a r e on l y two w e l l s . 

Q. And i f Sa n t a Fe s h u t s down f o r a month, does 

t h a t mean we get n o t h i n g f o r a month? 

A. I would a n t i c i p a t e t h a t would not be the way 

i t works. 

Q. W e l l , i f Sa n t a Fe comes i n and reworks t h e i r 

w e l l and g e t s the 515, does t h a t mean we get 51 a 

month? 

A. Yes. 

Q. I f they go and d r i l l an a d d i t i o n a l w e l l and 

get 515 i n the n o r t h e a s t , does t h a t mean we then get an 

a d d i t i o n a l 10 p e r c e n t of whatever t h e i r w e l l w i l l make? 

A. Yes. 

Q. Are you aware of any s i t u a t i o n where an 

a l l o w a b l e i s a s s i g n e d to a w e l l based on what an 

o f f s e t t i n g w e l l makes? 

A. Mr. C a r r , i f you w i l l go back and r e c a l l my 

t e s t i m o n y , I d i d not recommend t h a t . I s a i d t h a t t h a t 

was one way of a c h i e v i n g e q u i t y . 

Q. Are you not recommending t h a t ? 

A. I'm not recommending t h a t . 

I f you r e c a l l , i n my d i s c u s s i o n w i t h Mr. 

K e l l a h i n , t h a t he asked i f -- what I would recommend, I 
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s a i d the -- what the Commission has done up to t h i s 

point I think has adequately taken care of the equity 

c a l c u l a t i o n s . 

Q. Now, l e t me ask you t h i s . In terms of the 

equity c a l c u l a t i o n , do you think i t would be 

unequitable to l e t the owners of 10 percent of the 

res e r v e s have 10 percent of the pool allowable; i s n ' t 

that c o r r e c t ? 

A. Under a water d r i v e s i t u a t i o n , even with the 

-- with a 10 percent of the t o t a l pool allowable and 

with the s t r u c t u r a l p o s i t i o n which you have, u l t i m a t e l y 

that w e l l i s going to produce more than 10 percent of 

the r e s e r v e s i n that w e l l . 

Q. And that doesn't have any r e l a t i o n s h i p to 

whether we produce 10 b a r r e l s a day or 515 b a r r e l s a 

day, does i t ? 

U l t i m a t e l y the higher s t r u c t u r a l w e l l w i l l 

recover more from the r e s e r v o i r ; i s n ' t that r i g h t ? 

A. Yes, s i r , t h a t ' s true, i f there's not another 

w e l l put i n there 78 feet off of your l i n e somewhere to 

compete with you at the top of the r e s e r v o i r . That i s 

what would happen. 

Q. And the owners of the o f f s e t t i n g t r a c t s would 

have an opportunity to come place a w e l l at that 

l o c a t i o n , would they not? 
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A. I r e a l l y couldn't say. That would be up to 

t h i s Commission, Mr. Carr. 

Q. Do you know of anything that would prevent an 

operator from o f f s e t t i n g at that kind of a l o c a t i o n ? 

A. I know they'd have to come before t h i s body. 

Q. Are you recommending that we not be allowed 

10 percent of the t o t a l pool allowable? 

I s that a c o r r e c t statement of what you would 

recommend? 

A. Try that again. 

Q. What I'm t r y i n g to do i s you s a i d we have 10 

percent of the pool allowable. My question to you i s 

are you saying we shouldn't have an opportunity to 

produce ctt a r a t e that i s equal to 10 percent of the 

t o t a l pool allowable? 

A. No, I did not say that. 

Q. And wouldn't i t be appropriate, i f we're 

looking sit t o t a l pool allowable, to include the top 

allowable for each of the three p r o r a t i o n s ? 

A. Not n e c e s s a r i l y , no, s i r . 

Q. Why would that not be? 

A. Because i n my opinion that would not 

represent equity because i n my previous d i s c u s s i o n I 

s a i d 10 percent of r e s e r v o i r withdrawals, not 10 

percent of the allowables. 
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Q. Mr. Sipes, are you f a m i l i a r with the 

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

A. Yes. 

Q. Do you understand that to be an opportunity 

to produce your j u s t and f a i r share of the r e s e r v e s ? 

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

Q. And the man who d r i l l s the w e l l has a v a i l e d 

himself of that opportunity; i s n ' t that r i g h t ? 

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

Q. And the man who doesn't d r i l l a w e l l hasn't 

a v a i l e d himself of that opportunity; i s n ' t that r i g h t ? 

A. Generally speaking. 

Q. And the man who doesn't d r i l l a w e l l i n the 

northeast quarter hasn't a v a i l e d himself of an 

opportunity to produce those r e s e r v e s , has he? 

A. He hasn't at t h i s current time, no. 

Q. And because he hasn't done that, i s that any 

reason to pen a l i z e the man i n the west h a l f who has 

a v a i l e d himself of the opportunity and d r i l l e d a w e l l ? 

A. I don't have an opinion on that. 

Q. I f I understand your testimony concerning 

E x h i b i t 2, you're concerned about drainage of 

production from the east h a l f to the west h a l f because 

of the l o c a t i o n of Deemar w e l l ; i s that r i g h t ? 

A. I don't think I've t e s t i f i e d to that, Mr. 
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C a r r . 

Q. That i s not a con c e r n ? 

A. That i s not a concern i f they a r e l i m i t e d to 

10 p e r c e n t of the r e s e r v o i r w i t h d r a w a l s . 

Q. But i f they a r e p e r m i t t e d to produce as Mr. 

Hickman recommends, i s t h a t one of your c o n c e r n s and 

the r e a s o n you're recommending 10 p e r c e n t ? 

A. Yes, i t i s . 

Q. Now, suppose we r e s t r i c t the Deemar w e l l to 

34 b a r r e l s a day and we l e t the Sant a Fe w e l l produce a 

top a l l o w a b l e , 515, and we l e t t h a t go on, and I'm not 

going to tak e i t t e n y e a r s , but we l e t i t go on f o r , 

say, t h r e e or f o u r , i n t h a t s i t u a t i o n i s n ' t i t p o s s i b l e 

t h a t t h e r e c o u l d be some d r a i n a g e from the northwest 

a c r o s s the l e a s e l i n e toward the Sant a Fe w e l l ? 

A. With the assumption which you've g i v e n , y e s . 

Q. I f the d r a i n a g e i n the r e s e r v o i r e a s t to west 

i s o f f s e t or compensated f o r w i t h d r a i n a g e from west to 

e a s t , each owner, even though t h e r e i s m i g r a t i o n a c r o s s 

the lease; l i n e , does have a s h a r e , an o p p o r t u n i t y to 

produce t h e i r s h a r e ; i s n ' t t h a t r i g h t ? 

A. I f you have the e x a c t l y e q u a l o f f s e t t i n g 

d r a i n a g e . 

Q. Now, l e t ' s go to your E x h i b i t No. 3. Where 

i s the top of the Devonian i n the Holmstrom F e d e r a l No. 
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1 w e l l ? 

A. Top of the Devonian? 

Q. Yes, s i r . 

A. Minus 5956, I b e l i e v e . 57. 

Q. 5957. Now, when you say on t h i s e x h i b i t t h a t 

you're assuming the r e s e r v o i r has 200 f e e t of 

t h i c k n e s s , what do you mean by 200 f e e t of t h i c k n e s s ? 

I s t h a t the p o r t i o n of the r e s e r v o i r t h a t 

c o n t a i n s o i l , or does t h a t i n c l u d e a p o r t i o n of i t t h a t 

i s water s a t u r a t e d ? 

A. That assumes t h a t i s e n t i r e l y o i l s a t u r a t e d 

down to the assumed o i l - w a t e r c o n t a c t and t h a t i t i s 

t h i c k enough to where t h a t 150 or so f e e t would a l l 

c o n t a i n o i l . 

Q. A l l c o n t a i n o i l . So i f we look a t the 

Holmstrom F e d e r a l No. 1, t h a t i s c u r r e n t l y making some 

water, i s i t not? 

A. Yes, i t i s . 

Q. I t h i n k you s t a t e d t h a t you wouldn't buy and 

s e l l r e s e r v e s based on Mr. Hickman's and Mr. Ahlen's 

d a t a . And i f t h a t ' s a wrong s t a t e m e n t , c o r r e c t me. 

A. I s a i d i t . 

Q. Didn't you a l s o --

A. That i s the ca s e r i g h t now. 

Q. Didn't you say t h a t i n your o p i n i o n the 
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o i l - w a t e r c o n t a c t was i n f a c t somewhat h i g h e r than what 

Mr. Ahlen had i n d i c a t e d ? 

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

Q. I f the o i l - w a t e r c o n t a c t i s a c t u a l l y h i g h e r , 

t h a t would tend to reduce the r e s e r v e s under the Santa 

Fe E x p l o r a t i o n t r a c t , would i t not? 

A. Yes, as w e l l as the S t e v e n s t r a c t . 

Q. As w e l l as the S t e v e n s t r a c t . But to t h a t 

e x t e n t i t would have a more immediate impact on t h i s 

t r a c t , would i t not, o f f the San t a Fe t r a c t ? 

A. At t h a t depth, Mr. C a r r , i t ' s about 

p r o p o r t i o n a l . 

Q. I f the o i l - w a t e r c o n t a c t -- have you p i c k e d 

an o i l - w a t e r c o n t a c t h e r e , Mr. S i p e s ? 

A. No, I have not. 

Q. Mr. Ahlen p i c k e d one a t 6107; does t h a t seem 

r i g h t ? 

A. No . 

Q. 6055. And you t h i n k i t ' s h i g h e r than t h a t ? 

A. Yes, I do. 

Q. I'm hav i n g t r o u b l e w i t h , i f the o i l - w a t e r 

c o n t a c t i s above 6055 i n the Holmstrom F e d e r a l No. 1 

and the top of the Devonian i s a t 5957, u n d e r s t a n d i n g 

how you assume the r e s e r v o i r has 200 f e e t of t h i c k n e s s 

a t s a t u r a t e d o i l ? 
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A. I d i d n ' t make t h a t assumption. I s a i d t h a t 

the t h i c k n e s s down to the o i l - w a t e r c o n t a c t i s 

s a t u r a t e d w i t h o i l . T h a t ' s a l l I s a i d . 

Q. A l l r i g h t . 

A. And I assume t h e r e ' s a maximum of 200 or more 

f e e t so t h a t I can c o n s t r u c t the e n t i r e p o r t i o n of t h i s 

graph, and then I can i n t e r p r e t t h i s graph. 

Q. And I'm j u s t m i s r e a d i n g i t then? When you 

say assuming the r e s e r v o i r has 200-plus f e e t of 

t h i c k n e s s , what does t h a t mean? 

A. W e l l , i t means t h a t i f the o i l - w a t e r c o n t a c t 

went down to minus 6100, t h a t i t would have to have 200 

f e e t of t h i c k n e s s i n order to have o n l y 2,000 a c r e f e e t 

i n i t . 

Q. And i t ' s your t e s t i m o n y i n your o p i n i o n i t ' s 

s u b s t a n t i a l l y above t h a t ? 

A. Yes, i t i s . 

Q. Do you have any i n f o r m a t i o n as to whether or 

not i t would be p o s s i b l e to complete the Holmstrom 

F e d e r a l No. 1 h i g h e r i n the s e c t i o n and t h e r e b y 

i n c r e a s e i t s p r o d u c i n g c a p a b i l i t i e s ? 

A. There i s a -- t h e r e was a p o r t i o n of t h a t 

h o l e j u s t i n t o the Devonian f o r m a t i o n t h a t was 

d r i l l - s t e m t e s t e d , and i t t e s t e d v e r y poor. 

We do not have the same q u a l i t y of r e s e r v o i r 
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i n t h a t p o r t i o n of the ho l e i n my o p i n i o n . 

Q. So i n your o p i n i o n the upper p o r t i o n of the 

Holmstrom No. 1 does not have comparable r e s e r v o i r 

q u a l i t y of the lower s e c t i o n ? 

A. I t does not appear to be. 

Q. Now, i n the c o u r s e of your work as a 

c o n s u l t i n g petroleum e n g i n e e r , you've been c a l l e d upon 

to a l l o c a t e r e s e r v e s among t r a c t s , have you not? 

A. Yes, I have. 

Q. Have you been a b l e to do t h a t i n the p a s t 

w i t h l e s s d a t a than i s a v a i l a b l e i n t h i s c a s e ? 

A. I don't t h i n k so. 

MR. CARR: T h a t ' s a l l I have. 

MR. LeMAY: Thank you, Mr. C a r r . 

A d d i t i o n a l q u e s t i o n s of the w i t n e s s ? 

Mr. P a d i l l a . 

REDIRECT EXAMINATION 

BY MR. PADILLA: 

Q. Mr. S i p e s , Mr. C a r r gave you the d e f i n i t i o n 

of c o r r e l a t i v e r i g h t s , and he asked you some q u e s t i o n s 

on c o r r e l a t i v e r i g h t s . 

The q u e s t i o n I have f o r you i s i f the S t e v e n s 

w e l l i s a l l o w e d to produce a top a l l o w a b l e , how does 

San t a Fe E x p l o r a t i o n p r o t e c t i t s c o r r e l a t i v e r i g h t s 

g i v e n the p r o x i m i t y of the S t e v e n s w e l l to the l e a s e 
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l i n e ? 

A. The on l y way, i n my o p i n i o n , to do so would 

be to move up d i r e c t l y o f f s e t t i n g t h a t w e l l and d r i l l 

a nother wel1. 

MR. PADILLA: T h a t ' s a l l I have. 

MR. LeMAY: Thank you. 

Are you going to have any more w i t n e s s e s , Mr 

P a d i l l a ? 

MR. PADILLA: T h i s i s him. 

MR. LeMAY: Your l a s t w i t n e s s . 

MR. PADILLA: T h i s i s my l a s t w i t n e s s . 

MR. LeMAY: Are you going to c a l l any 

w i t n e s s e s , Mr. K e l l a h i n ? 

MR. KELLAHIN: I'm not s u r e . I need to take 

a minute 

w i t n e s s ? 

MR. LeMAY: A d d i t i o n a l q u e s t i o n s of the 

Commissioner Weiss. 

EXAMINATION 

BY MR. WEISS: 

Q. What do you e s t i m a t e the KHKV? I b e l i e v e we 

heard 1,000 m i l l i d a r c i e s e a r l i e r . What's your 

e s t imate? 

A. I b e l i e v e t h a t the San t a Fe w e l l showed t h a t 

the t o t a l r e s e r v o i r c a p a c i t y was something over 3,000 
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m i l l i d a r e y f e e t . 

And my c a l c u l a t i o n s , u s i n g d a t a t h a t was 

s u p p l i e d from the Deemar F e d e r a l No. 1, I c a l c u l a t e d 

a p p r o x i m a t e l y 4500 m i l l i d a r e y f e e t . 

Q. And what do you t h i n k , c o u l d a m a t e r i a l 

b a l a n c e e q u a t i o n a p p l i c a t i o n i n t h i s s i t u a t i o n , would 

i t be h e l p f u l ? 

A . No, s i r . 

Q. One o t h e r q u e s t i o n . How does Texas handle a 

f o r c e d u n i t i z a t i o n ? I'm new to t h i s . 

A. I had an e x p e r i e n c e some time ago, Mr. Weiss, 

i n the B r i a n Woodbine f i e l d . And the way the 

Commission u l t i m a t e l y s o l v e d t h a t problem was to reduce 

everyone's a l l o w a b l e down to the p o i n t i t h u r t so bad 

they had to get t o g e t h e r . 

Q. I u n d e r s t a n d t h a t ' s done i n Wyoming a l s o . 

A. I t ' s done, y e s , s i r . 

MR. WEISS: No more q u e s t i o n s . Thank you. 

THE WITNESS: Thank you. 

MR. LeMAY: Mr. S i p e s , can I ask you a couple 

more? 

THE WITNESS: I'm s o r r y . 

EXAMINATION 

BY MR. LeMAY: 

Q. I s t h a t a recommendation of y o u r s , f o r t h i s 
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Commission to reduce the allowables to the point where 

the Santa Fe and the Stevens have to get together on 

some kind of u n i t i z a t i o n ? 

A. No, s i r , I'm not ready for the lynch mob. 

Q. I f you owned the f i e l d , would you j u s t 

produce the one w e l l , the Deemar No. 1 w e l l , or would 

you produce both w e l l s ? 

A. No, s i r . I f I owned the e n t i r e f i e l d , I'd 

produce, as has been t e s t i f i e d here today, I'd produce 

both w e l l s u n t i l the Holmstrom Federal watered out. 

And then I would produce the Deemar Federal 

at a maximum e f f i c i e n t r a t e that would not come to 

water. 

Q. I see. You made some testimony as to the 

fa c t there's a d r i l l - s t e m t e s t in the upper i n t e r v a l , 

and we don't have any data on that. 

Are you r e f e r r i n g to a d r i l l - s t e m t e s t t h a t ' s 

not on E x h i b i t No. 3 that Mr. Ahlen submitted? 

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

Q. I assume that was a t i g h t w e l l and that was 

d r i l l - s t e m t e s t e d . 

We don't have any information on i t ; i s n ' t 

that c o r r e c t ? 

A. I t may w e l l be. 

Q. There was a d r i l l - s t e m t e s t . We had quite a 
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b i t of o i l lower down? 

A. Lower down, t h a t ' s t r u e , but a f t e r they 

d r i l l e d i n t o the top of the Devonian, they d i d tak e a 

top of the d r i l l - s t e m t e s t . 

And i t showed t h a t p o r t i o n of the r e s e r v o i r 

to be r e l a t i v e l y t i g h t . 

Q. Do you want to -- have you done some work 

w i t h t h a t , a n a l y z i n g l o g s ? 

A. No, I haven't, s i r . 

Q. Could you s u p p l y the Commission or ask the 

o p e r a t o r to su p p l y the Commission w i t h t h a t d r i l l - s t e m 

t e s t ? 

A. Of c o u r s e . 

Q. I ' d l i k e to have t h a t d a t a . I t ' s not i n our 

f i l e s . 

What about the log ? J u s t e y e b a l l i n g the l o g , 

i t l o o k s l i k e t h e r e ' s p o r o s i t y a l l the way to the top. 

I s t h a t j u s t an e y e b a l l s i t u a t i o n ? I s t h a t 

your i m p r e s s i o n of t h a t w e l l too? 

A. P o r o s i t y i s p r e t t y low up t h e r e , a l t h o u g h 

i t ' s not as poor as the d r i l l stem t e s t would 

i n d i c a t e . 

Q. We're h a v i n g a problem t r y i n g to come to 

g r i p s w i t h some r a t h e r wide recommendations from two 

maps t h a t a r e n ' t t h a t much a p a r t . 
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You can swing t h a t f a u l t a l i t t l e b i t . That 

w i l l a f f e c t the S t e v e n s a c r e a g e q u i t e a b i t . I f you 

c l o s e i n the c o n t o u r s on the n o r t h d i p r e l a t i v e to both 

t r a c t s , you're not going to l o s e t h a t much p r o p o r t i o n . 

You're a l l i n f a i r l y w e l l agreement on the 

o i l - w a t e r c o n t a c t , i f you're going to r a i s e i t . When 

you say a l i t t l e b i t , how much i s a l i t t l e ? F i v e f e e t , 

ten f e e t ? 

A. I n my o p i n i o n , I j u s t p i c k e d the f i g u r e of 

6,040 f e e t . 

Q. 6,040? 

A. Minus 6,040. 

Q. Okay. 

A. But I b e l i e v e t h a t changing those c o n t o u r s 

has a more marked e f f e c t than you might r e a l i z e . 

Q. That c o u l d be. 

A. That seems to be the p r i n c i p a l d i f f e r e n c e 

between the two maps. 

Q. W e l l , even g i v e n t h a t , we're t a l k i n g about, 

what, 10 p e r c e n t to 30 p e r c e n t , t h a t ' s the range we're 

a r g u i n g as f a r as p r o d u c t i v e a c r e a g e , p e r c e n t a g e of 

r e l a t i v e p r o d u c t i v e a c r e a g e i n the f i e l d ? 

I thought p r e v i o u s t e s t i m o n y , Mr. Hickman 

i n d i c a t e d t h a t 29 p e r c e n t , or something l i k e t h a t , of 

the p r o d u c t i v e volume of rock was under the St e v e n s 
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acreage. That leaves about 70 for Santa Fe Energy. 

You're saying maybe 10 and 90, and yet you're 

both recommending such a wide v a r i a t i o n of allowables. 

You want to keep t h i s thing at 34, and I think are Mr. 

Hickman wanted to go up to something l i k e 450. 

That doesn't seem to -- and yet you say you 

agree on p r e t t y much everything e l s e w i t h i n t h i s range 

of v a r i a t i o n . 

Can you help the Commission kind of come to 

g r i p s with why t h i s wide v a r i a t i o n i n allowable 

recommendat ions? 

A. I think, Mr. LeMay, i t ' s a matter of when you 

do change those contours on the north end, i t makes 

that kind of d i f f e r e n c e i n volumes of productive 

r e s e r v o i r on that west h a l f , number one. 

Number two i s Mr. Hickman i s assuming that 

the Holmstrom Federal No. 1 can be reworked and go to 

515 b a r r e l s allowable, which I'm not sure i t can do 

without coning a l o t of water. 

And that goes to the heart of the maximum 

e f f i c i e n t r a t e i n my opinion. 

Q. Do you have a recommendation for a maximum 

e f f i c i e n t r a t e for that w e l l ? 

A. We have not done any coning c a l c u l a t i o n s , 

which I think i s what would u l t i m a t e l y be required to 
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come to those numbers, Mr. LeMay. 

Q. I s there a maximum e f f i c i e n t r a t e for the 

Stevens w e l l ? 

A. I think you can produce the Stevens w e l l , 

given what I know about i t at t h i s point, at whatever 

r a t e you wanted to, whatever i t w i l l p h y s i c a l l y 

produce. I t w i l l not hurt at t h i s point. 

But down the road i t w i l l cone water and 

cause waste. 

Q. So there i s some point at which an allowable 

could be s e t , e s p e c i a l l y when you're ge t t i n g water 

clos e to i t that i s an e f f i c i e n t r a t e that w i l l 

maximize the recovery from that w e l l and not cone 

water; i s that kind of what you're saying? 

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

Q. But that r a t e we don't know? 

A. We don't know where that l e v e l i s , and we 

have not run any t e s t that would optimize that 

producing r a t e in the Holmstrom w e l l s . 

MR. LeMAY: That's a l l the questions I have. 

Additi o n a l questions of the witness? 

I f not, he may be excused. 

MR. KELLAHIN: Mr. Chairman, I w i l l t e l l you 

what my witness was prepared to d i s c u s s , and I ' l l be 

happy to put her on. 
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There i s , i n my o p i n i o n , a m a t e r i a l 

d i f f e r e n c e between the l o c a t i o n of the f a u l t l i n e and 

the two g e o l o g i c i n t e r p r e t a t i o n s . 

I propose to c a l l a g e o l o g i s t t h a t w i l l t a l k 

about the MicroScanner images used by Mr. Ahlen and how 

she b e l i e v e s t h a t h i s o r i e n t a t i o n of t h a t f a u l t i s not 

c o r r e c t . 

That being the hour, I t h i n k I can do t h a t i n 

20 minutes, i f you want to hear t h a t t e s t i m o n y . That 

i s -- t h a t ' s the e x t e n t of our p r e s e n t a t i o n . 

I don't b e l i e v e Mr. C a r r has any ot h e r 

w i t n e s s e s , and I c e r t a i n l y don't t h i n k we do. 

I f y o u ' l l i n d u l g e me, w e ' l l do t h a t as 

q u i c k l y as p o s s i b l e . 

MR. LeMAY: Why don't we take a f i v e - m i n u t e 

break so the c o u r t r e p o r t e r can get s e t up f o r the end 

of i t . 

(Thereupon, a r e c e s s was take n . ) 

MR. LeMAY: We're going to r e c a l l a w i t n e s s . 

We have t h a t p r e r o g a t i v e . 

Buddy S i p e s , where a r e you? I r e a l l y want to 

ask you a couple more, i f you don't mind. We 

i n s t i t u t e d a Commission p o l i c y , we can r e c a l l w i t n e s s e s 

a f t e r t h e y ' r e a l l through so we can ask a few more 

q u e s t i o n s t h a t might become c l e a r e r a f t e r we hear a l o t 
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of t e s t i m o n y . 

THE WITNESS: May I come up w i t h o u t my c o a t ? 

MR. LeMAY: You come any way you want. 

L. D. S I P E S , 

h a v i n g been p r e v i o u s l y duly sworn, t e s t i f i e d f u r t h e r 

upon h i s oath as f o l l o w s : 

FURTHER EXAMINATION 

BY MR. LeMAY: 

Q. Going back to your E x h i b i t No. 3 --

A. Yes, s i r . 

Q. -- can you take us through t h a t e x h i b i t . And 

i t has c u m u l a t i v e r e s e r v e volumes and a c r e f e e t a t the 

bottom. And your v e r t i c a l s c a l e i s a sub-C s c a l e . 

Does t h a t mean i n u s i n g t h a t map you c o u l d 

t a k e any sub-C number, l i k e minus 6,000 f e e t ? 

A. Yes. 

Q. Take t h a t over to -- I don't know how you got 

t h i s c u r v e h e r e . 

A. I p l a n i m e t e r e d those volumes i n the r e s e r v o i r 

down to t h a t p a r t i c u l a r c o ntour. 

Q. So you take 6,000 over h e r e , which would be 

-- you p l a n i m e t e r e d -- I'm t r y i n g to f i n d out, maybe, 

5,000 volume? 

A. 5,000 a c r e f e e t . 

Q. 5,000 a c r e f e e t ? 
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A. R i g h t . 

Q. I s t h i s what i s under the -- i s the amount of 

volume of rock w i t h i n the 6 — minus 6,000 contour 

l i n e ? 

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

Q. So then a f t e r t a k i n g a l l t h a t , t h i s was the 

l i n e t h a t p r e v a i l e d a f t e r you d i d the p l a n i m e t e r work; 

i s t h a t r i g h t ? 

A. Yes, i t i s . 

MR. LeMAY: Mr. Weiss has got a q u e s t i o n 

here . 

FURTHER EXAMINATION 

BY MR. WEISS: 

Q. Can you rea d t h e r e and t e l l me on E x h i b i t 12 

of Mr. Hickman's what he c a l l s g r o s s r e s e r v o i r 

volume -- can you p i c k o f f your g r o s s , your e s t i m a t e s 

of g r o s s r e s e r v o i r volume? 

A. At a p a r t i c u l a r sub-C e l e v a t i o n or by 

l o c a t i o n ? He's got i t by l o c a t i o n . 

Q. He has i t by l o c a t i o n . 

A. I do not have i t on t h a t map or on t h a t 

f i g u r e t h e r e , but I d i d go i n and p l a n i m e t e r t h a t 

p o r t i o n of the r e s e r v o i r t h a t i s on the west h a l f of 

the s e c t i o n . 

And I d i d i t the same way and t h e r e b y was 
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a b l e to c o n s t r u c t another cu r v e of r e s e r v o i r volume 

v e r s u s depth i n t h a t west h a l f . 

Then r e l a t i n g those two a t each sub-C 

e l e v a t i o n , I came to the f a c t t h a t i f the o i l - w a t e r 

c o n t a c t i s a c e r t a i n l e v e l , then t h a t e a s t — t h a t west 

s l i v e r has a c e r t a i n p o r t i o n of the t o t a l p r o d u c t i v e 

rock volume i n the r e s e r v o i r . 

Q. As I r e c a l l , you s a i d the t o t a l p r o d u c t i v e 

rock volume might be 11,000 a c r e f e e t ? 

A. I f the o i l - w a t e r c o n t a c t i s minus 6,055. I 

c o u l d be more p r e c i s e . 

Q. And the west h a l f c o n t a i n s what p o r t i o n of 

t h a t 11,000? 

A. Approximately 10 p e r c e n t . I c o u l d g i v e you 

b e t t e r numbers than t h a t by g e t t i n g my d a t a , s i r . Be 

between 9 and 10. 

MR. LeMAY: Thank you v e r y much. 

MR. S I P E S : Okay. 

MR. LeMAY: I ' d l i k e to r e c a l l , too, Mr. 

Hickman j u s t f o r a minute and have h i s comments on Mr. 

S i p e s . 

MR. HICKMAN: Do I need to b r i n g my e x h i b i t s 

w i t h me? 

MR. STOVALL: I can hand you some i f you need 

them. 
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MR. HICKMAN: Thank you, s i r . 

MR. LeMAY: Just E x h i b i t 3 on Buddy Sipes' 

presentation, t h a t ' s a l l . 

T. SCOTT HICKMAN, 

having been p r e v i o u s l y duly sworn, t e s t i f i e d f u r t h e r 

upon h i s oath as follo w s : 

FURTHER EXAMINATION 

BY MR. LeMAY: 

Q. Looking at that, i s that a l s o an acceptable 

way to -- we're assuming that you accept the geologic 

parameters as shown by the other s i d e ? 

A. Okay, s i r . 

Q. Assuming those parameters, do you agree with 

t h i s method of c a l c u l a t i o n of r e s e r v o i r volume? 

A. Yes, of r e s e r v o i r volume only, not of 

producible r e s e r v o i r volume. 

And the 10 percent number Mr. Sipes came up 

with i s a d i f f e r e n t -- i s based on a d i f f e r e n t approach 

than the 29.-something percent that I came up with. 

Q. Maybe i t ' s the approaches I'm t r y i n g to come 

to g r i p s with. How are the approaches d i f f e r e n t ? 

Aren't we a l l taking volumes wi t h i n that 

r e s e r v o i r ? 

A. I f I understood Mr. Sipes' testimony, and i f 

I haven't, e i t h e r h i s lawyer w i l l c o r r e c t me or when I 
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get back to Midland, Buddy w i l l c o r r e c t me. 

He f i r s t did, using gross i n t e r v a l , he did 

t h i s i n t e g r a t i o n approach, which i s a good approach to 

get t o t a l gross r e s e r v o i r volume in any p a r t i c u l a r 

sub-C. 

I've got no argument with that, assuming 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 i s one that I accepted. 

Then I think he s a i d t h i s -- now, again, 

t r y i n g not to misquote him -- that he then took the 

west s i d e , the Deemar l e a s e , and constructed v i r t u a l l y 

the same curve for i t by planimetering that l e a s e . 

And then that that worked out to be, based on 

that part, came up with that volume was about 10 

percent of that t o t a l volume. 

That's an e n t i r e l y d i f f e r e n t approach than 

what I used. 

What I did was to, i f I can step down here a 

moment, I worked with i n d i v i d u a l t r a c t s . And as I went 

through e a r l i e r , much e a r l i e r today, you know, we had 

the producing, the current producing volume, on t h i s 

t r a c t i s here. 

What I c a l l behind-pipe volume i s here, and 

the a t t i c i s here. Same way on t h i s t r a c t and the same 

way on the u n d r i l l e d t r a c t . 

MR. STOVALL: May I , to make a record, s i n c e 
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the Commission i s a s k i n g the q u e s t i o n s , would you 

i d e n t i f y the e x h i b i t you're r e f e r r i n g to now. 

MR. CARR: T h i s i s Ahlen E x h i b i t 3. 

THE WITNESS: Ahlen E x h i b i t 3. 

And so my comparison, whether you do i t on 

the r e s e r v o i r volume or r e s e r v o i r volume, you get the 

same p r o p o r t i o n . That 29.-something p e r c e n t , comes 

from t o t a l i n g the t o t a l p r o d u c i b l e volume on t h i s 

t r a c t , t o t a l p r o d u c i b l e volume on t h i s t r a c t , and t o t a l 

p r o d u c i b l e volume, assuming a r e g u l a r l o c a t i o n , on t h i s 

t r a c t . 

Q. (BY MR. LeMAY) When you say " t h i s t r a c t , " 

f o r the r e c o r d , we're r e f e r r i n g to the t h r e e p r o r a t i o n 

u n i t s . 

A. W e l l , two p r o r a t i o n u n i t s p l u s the u n d r i l l e d 

t r a c t . 

And then what's s i g n i f i c a n t here then i s i f 

t h i s water l e v e l i s a t minus 6040, r a t h e r than a t a 55, 

at what we assumed, i f t h i s b ehind-pipe a r e a i s t i g h t , 

as has been su g g e s t e d by a d r i l l - s t e m t e s t I'm not 

f a m i l i a r w i t h , then you've g r e a t l y reduced the 

p r o d u c i b l e , both the p r o d u c i b l e volume, i . e . , the 

p r o d u c i b l e r e s e r v e s on t h i s t r a c t . 

MR. CARR: Which t r a c t i s t h a t ? 

THE WITNESS: I a p o l o g i z e . On the Holmstrom 
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t r a c t and to some degree by the higher water l e v e l on 

a l l three -- higher water l e v e l a f f e c t s a l l three 

t r a c t s . 

I t s e f f e c t i s g r e a t e s t for i t s remaining 

r e s e r v e s . Reduction of remaining r e s e r v e s i s g r e a t e s t 

on t r a c t s that have the lowest s t r u c t u r a l p o s i t i o n . 

And so the Stevens t r a c t comes out ahead then 

by r a i s i n g the water l e v e l . 

As f a r as the proportion of remaining 

r e s e r v e s , i t keeps gaining because i t ' s got that high 

s t r u c t u r a l p o s i t i o n . 

Q. (BY MR. LeMAY) I understand. You say that 

the r e l a t i v e r a t i o s would remain the same with your 

method and with Mr. Sipes' method, assuming the same 

geo l o g i c a l parameters? 

A. No, they don't. They're d i f f e r e n t , again, 

because he's comparing -- on the Stevens lease the w e l l 

i s located up near the very top. There's j u s t a l i t t l e 

b i t of a t t i c there. We f i g u r e about 4,000 b a r r e l s i n 

the a t t i c . I wouldn't argue whether i t was 3 or 7 i n 

that order of magnitude. 

And so the gross i n t e r v a l there i s 

r e p r e s e n t a t i v e of i t s t o t a l producing i n t e r v a l and 

r e p r e s e n t a t i v e of i t s r e s e r v e s . 

On the other t r a c t , on the Holmstrom t r a c t , 
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where that w e l l i s located lower s t r u c t u r a l l y , i t s 

gross i n t e r v a l i s not r e p r e s e n t a t i v e of i t s producible 

r e s e r v e s or producible r e s e r v o i r volume, whichever you 

choose to use. 

So I would question the 10 percent number i f 

i t was r e f i g u r e d j u s t on producible r e s e r v o i r volume as 

opposed to gross r e s e r v o i r volume. 

I appear to have muddied the water f u r t h e r . 

Q. Yes. We're t r y i n g to get to the bottom of 

t h i s . I f you're looking at volume for volume, i f 

you're going to run a planimeter on t h i s map, t h i s map 

being Santa Fe's E x h i b i t No. 2, t h e i r s t r u c t u r a l 

parameters, t h e i r g e o l o g i c a l parameters, and you're 

taking the volume under t h i s s l i v e r compared to the 

volume of rock, taking the o i l - w a t e r contact, under the 

Holmstrom, the Santa Fe Energy productive acreage, 

aren't we going to come up with two d i f f e r e n t volumes 

of rock that w i l l be j u s t about the same as was done by 

your method? 

A. No, s i r . Now, i f you r e f e r to my E x h i b i t 12, 

which I b e l i e v e i s the tabular -- i s the t a b u l a t i o n of 

data, i n the second l i n e , the gross reserve volume, i f 

you worked out that proportion that each of the three 

t r a c t s have to the t o t a l , r e s e r v o i r t o t a l , you would 

f i n d that that proportion i s d i f f e r e n t than the 
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proportion you get i f you drop down to the l i n e about 

the one, two, three -- about the s i x t h l i n e e n t i t l e d , 

"Total Producible Reservoir Volume." 

I don't have my c a l c u l a t o r handy or my s l i d e 

r u l e , but — 

Q. Well, now we're ge t t i n g to the — why should 

that be d i f f e r e n t ? I guess t h a t ' s my question. 

A. Because they are non on the Holmstrom 

l e a s e , there i s a f a i r l y s i g n i f i c a n t nonproducible 

volume by that Holmstrom w e l l because i t ' s not located 

on the highest point of that l e a s e . 

I t ' s located down-dip with the encroaching 

water l e v e l . There w i l l be o i l recovery. 

And indeed, as Mr. Sipes' testimony -- w e l l , 

i t ' s accurate, but i f h i s i n t e r p r e t a t i o n that 

behind-pipe zone i s t i g h t and the water l e v e l i s 

higher, then they have even l e s s producible volume than 

what I've shown. 

Q. I guess I'm j u s t not grasping the concept 

between t o t a l producible r e s e r v o i r volume and gross 

r e s e r v o i r volume i n acre feet that those r e l a t i o n s h i p s 

should be d i f f e r e n c e percentage-wise. 

I f we're taking a planimeter of the 

productive acreage under each contour using the w e l l s 

only for c o n t r o l , geologic c o n t r o l , then we should have 
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comparable r a t i o s , shouldn't we? 

A. No, s i r . I'm r e f e r r i n g again to Ahlen 

E x h i b i t 3. And I think t h i s i s to s c a l e , i s i t not, 

Jack? 

MR. AHLEN: Roughly. Within the context of 

the l i n e s . 

THE WITNESS: What I planimetered as 

producible r e s e r v o i r volume, as shown on the E x h i b i t 

12, for the Holmstrom lease i s t h i s rectangular area 

from our estimated water l e v e l out off the deal to 

where the contour i n t e r s e c t s the water l e v e l back --

w e l l , back up to here. I included behind-pipe. 

MR. CARR: Where i s "here"? 

THE WITNESS: Back to the top of the zone i n 

the Holmstrom No. 1 w e l l . And there i s a p r e t t y 

s i g n i f i c a n t wedge area here that because of t h i s w e l l 

s t r u c t u r e l o c a t i o n i t cannot recover t h i s o i l . 

I t cannot r e a l l y recover t h i s o i l , whether my 

c l i e n t has a w e l l here or not, i t doesn't c o n t r o l i t . 

On t h i s one you can see that t h i s i s -- t h i s 

i s the Stevens t r a c t -- i t ' s been a long day, I ' l l t e l l 

you -- and the producible area goes almost a l l the way 

up to the top of the l e a s e . 

There's j u s t a l i t t l e t i n y wedge there. You 

can see i n comparing the gross area, gross t o t a l 
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s e c t i o n on the Holmstrom l e a s e to the p r o d u c i b l e 

s e c t i o n would g i v e you a d i f f e r e n t p r o p o r t i o n i n 

comparing i t on the S t e v e n s l e a s e . 

Q. (BY MR. LeMAY) Thank you, Mr. Hickman. I'm 

a l i t t l e b i t dense. I t f i n a l l y o c c u r r e d to me you're 

t a l k i n g about the a t t i c o i l t h a t would not be r e c o v e r e d 

by the Holmstrom w e l l ? 

A. Yes. 

MR. LeMAY: Thank you, s i r , I a p p r e c i a t e i t . 

MR. LeMAY: Mr. K e l l a h i n . 

MR. KELLAHIN: Mr. Chairman, w h i l e Ms. 

S u l l i v a n i s g e t t i n g to the w i t n e s s s t a n d , she i s a 

g e o p h y s i c i s t and a g e o l o g i s t employed by Exxon Company, 

and her name i s C y n t h i a S u l l i v a n . 

CYNTHIA SULLIVAN, 

h a v i n g been p r e v i o u s l y duly sworn, t e s t i f i e d upon her 

oath as f o l l o w s : 

DIRECT EXAMINATION, 

BY MR. KELLAHIN: 

Q. Ms. S u l l i v a n , would you, p l e a s e , s t a t e your 

name and o c c u p a t i o n . 

A. My name i s C y n t h i a B l a c k S u l l i v a n . I'm a 

g e o p h y s i c i s t , s e n i o r g e o p h y s i c i s t w i t h Exxon. 

Q. Would you g i v e us a b r i e f summary of your 

e d u c a t i o n a l background and your employment e x p e r i e n c e 
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as a g e o l o g i s t and as a g e o p h y s i c i s t ? 

A. Yes. I got my b a c h e l o r ' s of s c i e n c e a t the 

U n i v e r s i t y of Aberdeen i n S c o t l a n d . 

Q. I n what y e a r ? 

A. 1980. I then went on to a c q u i r e a master of 

s c i e n c e degree a t Texas A & M U n i v e r s i t y . I was 

awarded t h a t degree i n 1983. 

I began working f o r Exxon i n Midland, Texas, 

i n December of 82, and I ' v e been employed w i t h them 

s i n c e t h a t d a t e . 

Q. P r i o r to today's h e a r i n g have you examined 

the s e i s m i c i n f o r m a t i o n Mr. Holmstrom u t i l i z e d i n 

c o n s t r u c t i n g h i s s t r u c t u r e map and h i s l o c a t i o n i n 

i n t e r p r e t a t i o n of the primary f a u l t t h a t i s shown on 

h i s E x h i b i t No. 1? 

A. Yes, s i r . 

Q. And have you s a t through the p r e s e n t a t i o n 

today and heard Mr. Ahlen's t e s t i m o n y and re v i e w e d h i s 

e x h i b i t s c o n c e r n i n g h i s l o c a t i o n of the pri m a r y f a u l t 

l i n e on h i s E x h i b i t No. 4? 

A. Yes, s i r . 

Q. Do you have both those d i s p l a y s b e f o r e you? 

A. Yes, I do. 

MR. KELLAHIN: At t h i s time, Mr. Chairman, we 

tender Mrs. S u l l i v a n as an e x p e r t g e o l o g i s t and 

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 

258 

g e o p h y s i c i s t . 

MR. LeMAY: She i s so q u a l i f i e d . 

Q. (BY MR. KELLAHIN) I n the sake of time, Mrs. 

S u l l i v a n , l e t me ask you to f o c u s , f i r s t of a l l , on the 

Formation MicroScanner i n f o r m a t i o n t h a t Mr. Ahlen had 

u t i l i z e d , and I b e l i e v e t h a t has been i n t r o d u c e d as h i s 

E x h i b i t No. 7? 

A. Yes. 

Q. I'm s u r e Mr. C a r r w i l l c o r r e c t me i f I 

misspeak, but my r e c o l l e c t i o n many hours ago of Mr. 

Ahlen's p o i n t w i t h r e g a r d to the MicroScanner 

i n f o r m a t i o n t h a t one of the t h i n g s he was a b l e to 

u t i l i z e t h a t i n f o r m a t i o n f o r was to g i v e him the 

azimuth or the d i r e c t i o n w i t h r e g a r d s to how he 

i n t e r p r e t e d the primary f a u l t as he moved through the 

w e l l t h a t t h a t i n f o r m a t i o n was taken and got to the 

n o r t h e r n end of h i s p r i m a r y f a u l t ? 

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

Q. Now, you have had an o p p o r t u n i t y to look a t 

each of the d i s p l a y s s t a p l e d t o g e t h e r as E x h i b i t No. 7 

Mr. Ahlen used? 

A. Yes, I have. 

Q. L e t ' s s t a r t w i t h page 1. 

A. Okay. 

Q. What's going on? 
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A. What's going on here i s t h a t t h e y ' r e showing 

the image of the four pads, and t h e s e t h i n g s a r e being 

d i s p l a y e d on a computer s c r e e n . 

The Schlumberger e n g i n e e r i s working --

p r o b a b l y working w i t h the g e o l o g i s t i n order to a s s i s t 

him i n c o r r e l a t i n g the low and h i g h , r e l a t i v e l y low, 

r e l a t i v e l y h i g h , r e s i s t i v e l a y e r s w i t h i n the bed. 

Q. T h i s i s a d e v i c e t h a t s c a n s the w e l l b o r e i n 

something l e s s than an 8 - i n c h diameter, some 9,000 f e e t 

below s u r f a c e ? 

A. The pads a r e i n c o n t a c t w i t h the i n n e r w a l l s 

of the b o r e h o l e which --

Q. As i t moves up and down through the v a r i o u s 

f o r m a t i o n s , i t r e g i s t e r s v a r i o u s --

A. I t ' s r e c o r d i n g r e s i s t i v i t y . 

Q. A l l r i g h t . What happens w i t h the f i r s t page 

of E x h i b i t No. 7? 

A. I t appears i n t h i s , i f you look a t the s c a l e , 

the depth s c a l e on the l e f t - h a n d s i d e of t h i s d i s p l a y , 

you see t h a t i t ' s marked o f f i n 9702, 9704, and so 

f o r t h , so you're l o o k i n g a t a v e r y f i n e s c a l e of 

depth. 

You're s e e i n g v e r y t h i n beds. They a r e 

a p p a r e n t l y v e r y w e l l o r g a n i z e d beds because i t ' s easy 

f o r the i n t e r p r e t e r to c o r r e l a t e a c r o s s t h e r e w i t h h i s 
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cursor and make these c o r r e l a t i o n s , i f you w i l l , from 

pad-to-pad, image-to-image. 

Q. When we look at the f i r s t page of E x h i b i t No. 

7, am I c o r r e c t i n understanding, i n your opinion, 

t h a t ' s a simple, easy c o r r e l a t i o n to make for that 

p a r t i c u l a r point? 

A. I would say i t i s , yes. 

Q. Le t ' s go on to page 2. In f a c t , l e t ' s look 

at 7, i n terms of the page numbers, and i d e n t i f y for us 

the pages of E x h i b i t 7 that i n your opinion are 

c r i t i c a l i n terms of a judgment about t h i s f a u l t . 

A. Okay. So I'm going to go on to the -- s t a r t 

with t h i s second page, or do you want me to go --

Q. No, ma'am. Le t ' s go to the keyboards. 

A. Okay. I considered the key information with 

respect to the o r i e n t a t i o n of the f a u l t on Mr. Ahlen's 

map as being on the second-to-last page. 

In t h i s p a r t i c u l a r diagram, again, you see 

the image of the pads. Along the top you see i n 

degrees the o r i e n t a t i o n of that pad. And you're to key 

i n on the map view of the borehole over here. 

You might note that three dips have been 

processed for t h i s p l o t , which accounts for the f a c t 

that there's very few samples here p l o t t e d . 

I f y o u ' l l compare the c o r r e l a t i o n s on t h i s 
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p a r t i c u l a r diagram w i t h the c o r r e l a t i o n s on the f i r s t 

page, I t h i n k you can r e a l i z e t h a t t h e r e i s q u i t e a b i t 

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

beds . 

I n f a c t , I t r i e d to do a l i t t l e c o r r e l a t i o n 

of my own, and I came up w i t h something d i f f e r e n t . 

Q. W i t h i n the range of i n t e r p r e t a t i o n , as shown 

on t h a t p o r t i o n of the d i s p l a y , can you as a g e o l o g i s t 

i n t e r p r e t t h a t i n f o r m a t i o n and g i v e y o u r s e l f a 

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

c o n c l u s i o n Mr. Ahlen has reached? 

A. No, s i r . 

Q. L e t ' s go to the next i n f o r m a t i o n . What's the 

next c r i t i c a l p o r t i o n of t h a t d i s p l a y ? 

A. T h i s d i s p l a y i s imaging the secondary f a u l t , 

which i s on Mr. Ahlen's map, and i t ' s c r i t i c a l i n the 

se n s e , a g a i n , he g e t s the same o r i e n t a t i o n f o r the 

f a u l t , or c l o s e to the same o r i e n t a t i o n t h a t you can 

see on h i s E x h i b i t No. 3. 

Q. L e t ' s t a k e a moment. I n terms of the page 

numbers, which i s t h a t p o r t i o n of the d i s p l a y t h a t 

shows the secondary f a u l t ? 

A. They're not numbered, and i t ' s the l a s t page. 

Q. The l a s t page i s the secondary --

A. T h a t ' s r i g h 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 

262 

Q. -- f a u l t i n f o r m a t i o n . Which one i s the 

primary f a u l t i n f o r m a t i o n ? 

A. I t ' s on the s e c o n d - t o - t h e - l a s t page. 

Q. L e t ' s t u r n to the s e c o n d - t o - t h e - l a s t page. 

We've not y e t d i s c u s s e d t h a t . 

A. That was the one I thought I was d i s c u s s i n g 

b e f o r e . 

Q. I was on a d i f f e r e n t page. T h a t ' s why we 

needed to number the pages. 

When we look a t t h a t page, t h a t i s the one 

t h a t shows the i n f o r m a t i o n f o r the primary f a u l t ? 

A. T h a t ' s c o r r e c t . On the r i g h t - h a n d s i d e i s 

the main f a u l t zone d i p p i n g to the west. 

And the depth on the l e f t - h a n d s i d e c o i n c i d e s 

w i t h the depth on the c r o s s - s e c t i o n . 

Q. Tak i n g t h a t i n f o r m a t i o n would you c o n s t r u c t 

the l o c a t i o n of the f a u l t as i t moves n o r t h , the 

primary f a u l t , n o r t h to the end of the n o r t h e r n edge of 

S e c t i o n 9? 

Would you c o n s t r u c t t h a t i n agreement w i t h 

what Mr. Ahlen has done, or would you do i t as Mr. 

Holmstrom has done? 

A. I f t h i s were the o n l y p i e c e of i n f o r m a t i o n I 

had, I might have e x t r a p o l a t e d as Mr. Ahlen had done. 

However, I have two, a c t u a l l y I have t h r e e 
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s e i s m i c l i n e s where I ' v e a l s o determined the f a u l t 

c u t . 

I n a d d i t i o n , I have the s u b s u r f a c e 

i n f o r m a t i o n and now t h i s i n f o r m a t i o n . I n doing t h a t , 

by c o n n e c t i n g those f a u l t c u t s , I have to conclude t h a t 

the f a u l t i s o r i e n t e d i n the n o r t h - s o u t h o r i e n t a t i o n 

r a t h e r than a more n o r t h w e s t - s o u t h e a s t o r i e n t a t i o n . 

Q. The judgment the Commission must make based 

upon the l o c a t i o n of t h a t f a u l t has c o n s i d e r a b l e impact 

on a l l p a r t i e s because t h a t h e l p s determine the 

r e s e r v o i r volume w i t h i n the west h a l f of the s e c t i o n , 

does i t not? 

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

Q. A l l r i g h t . What degree of c o n f i d e n c e t h a t 

you have as to which of t h e s e gentlemen i s c o r r e c t i n 

t h e i r i n t e r p r e t a t i o n ? 

A. With the d a t a I have a v a i l a b l e to me, I would 

say t h a t Mr. Holstrom's i n t e r p r e t a t i o n i s more 

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 

you . 

MR. LeMAY: Thank you, Mr. K e l l a h i n . 

Mr. P a d i l l a . 

MR. PADILLA: I have no q u e s t i o n s . 

MR. LeMAY: Mr. C a r r . 
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CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mrs. S u l l i v a n , the s e i s m i c l i n e s you're 

t a l k i n g about a r e the s e i s m i c l i n e s t h a t Mr. Holmstrom 

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

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

Q. Do you have any i n f o r m a t i o n as to the 

l o c a t i o n from the s e i s m i c l i n e s , the e x a c t l o c a t i o n of 

the f o r m a t i o n as we go a c r o s s the n o r t h l i n e of S e c t i o n 

9? 

A. Are you a s k i n g me where the Devonian s u r f a c e 

i s on the s e i s m i c l i n e ? 

Q. Do you have a n y t h i n g t h a t would show the 

l o c a t i o n of the f a u l t of the n o r t h e r n boundary of 

S e c t i o n 9? 

A. No, I do not. 

Q. But what you're doing i s t a k i n g the 

i n f o r m a t i o n from the Formation MicroScanner and 

a p p l y i n g t h a t to the s e i s m i c i n f o r m a t i o n t h a t Mr. 

Holmstrom had, and then you a r e c o n c u r r i n g w i t h h i s 

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

A. I am u s i n g i t as a s i n g l e d a t a p o i n t , which 

i s what i t i s . 

Q. The i n f o r m a t i o n from the Micr o S c a n n e r ? 

A. From the MicroScanner. 
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Q. And t h a t ' s a t the w e l l b o r e down here towards 

the c e n t e r of S e c t i o n 9? 

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

Q. And you have n o t h i n g t h a t would i d e n t i f y the 

e x a c t l o c a t i o n a c r o s s the n o r t h e r n p o i n t , the n o r t h e r n 

l i n e of the s e c t i o n ? 

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

Q. And you're u t i l i z i n g j u s t the s e i s m i c 

i n f o r m a t i o n , the same s e i s m i c i n f o r m a t i o n t h a t was 

a v a i l a b l e to Mr. Holmstrom? 

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

Q. And the same s e i s m i c i n f o r m a t i o n t h a t 

r e s u l t e d i n d r i l l i n g a dry ho l e i n the c e n t e r of 9 and 

a dry h o l e i n the n o r t h of 16? 

A. There was a pro d u c i n g w e l l --

Q. I n i t i a l l y a dry h o l e . 

A. -- i n S e c t i o n 9. 

Q. The i n i t i a l h o l e was dry, was i t not? 

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

MR. CARR: T h a t ' s a l l I have. 

THE WITNESS: T h a t ' s r i g h t . I t ' s the same 

d a t a . 

REDIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. C a r r has succeeded i n c o n f u s i n g me, and 
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perhaps I'm the only one confused. 

Am I c o r r e c t I n u n d e r s t a n d i n g t h a t the 

MicroScanner i n f o r m a t i o n i n u s i n g the E x h i b i t No. 7 

t h a t you, w i t h i n the range of the a v a i l a b l e d a t a , can 

i n t e r p r e t t h a t d a t a and s t i l l f i n d the f a u l t l i n e to be 

as Mr. Holmstrom has p l a c e d i t on h i s e x h i b i t ? 

A. Yes, I can. 

MR. KELLAHIN: No more q u e s t i o n s . 

MR. LeMAY: Mr. C a r r . 

MR. CARR: I would ask the same q u e s t i o n s 

a g a i n on c r o s s , but I'm s u r e I ' l l get the same answers, 

and I won't. 

MR. LeMAY: W i l l you g i v e the same answers i f 

I ask the q u e s t i o n ? 

THE WITNESS: Depends on how you ph r a s e the 

quest i o n . 

MR. LeMAY: A d d i t i o n a l q u e s t i o n s of the 

w i t n e s s ? 

Thank you. You may be excused. 

We'll take c l o s i n g arguments. And a r e t h e r e 

any more w i t n e s s e s on e i t h e r s i d e ? 

Mr. Cooter, Do you want to make a statement 

a f t e r the c l o s i n g arguments? 

MR. COOTER: Yes, s i r . I ' d l i k e to make a 

c l o s i n g s t a t e m e n t . 
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MR. LeMAY: A l l r i g h t . Closing arguments. 

Do you want to reverse the procedure? 

MR. PADILLA: May i t please the Commission, 

t h i s morning I had a l i t t l e problem with my opening 

statement because I f e l t that to some extent I was 

making an argument that was going to be my c l o s i n g 

argument i n terms of what we were going to show and 

what we were not going to show as far as supporting the 

previous D i v i s i o n order. 

I think the case has turned out to be pr e t t y 

much what I had ta l k e d about t h i s morning i n terms of 

the Rule of Capture, i n terms of changing the 

e s t a b l i s h e d r u l e s of the D i v i s i o n and of the Commission 

in p l a c i n g w e l l s i n accordance with spacing r u l e s and 

we l l l o c a t i o n s . 

By allowing Stevens to d r i l l t h i s w e l l at 78 

or -- 78 f e e t , as the D i v i s i o n has c a l c u l a t e d , or 

between 60 and 70 feet as Mr. Ahlen has c a l c u l a t e d , 

then we have placed ourselves i n a s i t u a t i o n where any 

corner shot i s going to be a v a l i d shot from now on. 

With t h i s kind of precedent, I think the 

Commission i s p l a c i n g i t s e l f i n a s i t u a t i o n where we're 

going to be arguing t h i s type of case, and i t probably 

i s going to be great for lawyers i s a l l I can say. 

In terms of, for example, we look at t h i s 
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e x h i b i t h e r e , E x h i b i t No. 3 o f Mr. A h l e n , and he has 

made o r c a t e g o r i z e d o i l t h e r e t h a t i s i n t h e a t t i c . 

The o n l y one who can r e c o v e r t h a t o i l now i s 

g o i n g t o be t h e S t e v e n s w e l l . T hat f o r c e s Santa Fe t o 

d r i l l a w e l l as an o f f s e t t o t h e S t e v e n s w e l l . 

T h a t ' s t h e o n l y way t h a t t h a t i s g o i n g t o be 

a b l e -- o r t h a t S a n t a Fe i s g o i n g t o be a b l e t o r e c o v e r 

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

The same e x i s t s w i t h t h e second t i e r o f o i l 

t h a t ' s shown by Mr. A h l e n . I n t h a t second t i e r , S anta 

Fe i s g o i n g t o have t o p e r f o r a t e i t s w e l l . And we 

d o n ' t know now w h e t h e r o r n o t t h a t can be a d e q u a t e l y 

done g i v e n t h e t i g h t n e s s t h a t Mr. S i p e s t a l k e d a b o u t . 

I n t h a t c o n n e c t i o n we w i l l g i v e you t h e 

d r i l l - s t e m t e s t t o e s t a b l i s h t h a t . But o v e r a l l I t h i n k 

t h i s i s a p o l i c y case. I d o n ' t want t o g e t i n t o t h e 

e v i d e n c e because I t h i n k we've hashed o v e r t h a t 

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

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

h e r e i s t h a t we can make c a s e s , t w i s t t h e 

c i r c u m s t a n c e s , and show r e c o v e r a b l e r e s e r v e s o r show 

volume o r show w h a t e v e r i t i s t h a t we a r e a b l e t o show 

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

S t e v e n s came h e r e t o t h e D i v i s i o n and asked 

f o r a d i r e c t i o n a l d r i l l i n g a u t h o r i t y . They s a i d t h a t 
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based upon where the f a u l t i s we w i l l c r o s s that, and 

we w i l l be able to bottom-hole w i t h i n a c e r t a i n window 

down there. And we w i l l be able to e s t a b l i s h our 

production and recover our f a i r share of production. 

They whipstock i t down there. They decide 

that they a c t u a l l y d r i l l e d a dry hole, so they t r i e d 

again. "Let's do i t again." 

And t h i s time they yanked i t over fu r t h e r to 

the e a s t , and we wound up where we are now, and we have 

a nice j u i c y w e l l . 

But I don't think that i t takes a l o t of 

e x p e r t i s e i n t h i s area to show that the drainage i s 

going to come d i r e c t l y from the Santa Fe property. 

Now, we are t o l d that we w i l l be able to 

d r a i n a l l the way from the north l i n e of the s e c t i o n 

and recover r e s e r v e s i n that manner. 

But I think we a l l know that probably the 

drainage i s going to be c i r c u l a r i n nature. And with 

the w e l l bottom hole at 70 f e e t , or whatever the 

distance i s , i t ' s going to be coming out of Santa Fe 

property. 

The a l t e r n a t i v e , the only a l t e r n a t i v e that 

Santa Fe has under t h i s circumstance -- and I don't 

want -- I can't emphasize that enough, I should say --

i s that an o f f s e t w e l l i s going to have to be d r i l l e d 
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in order to protect the r e s e r v e s , i f Stevens i s allowed 

to operate t h e i r w e l l at 515, top allowable. 

Already the Santa Fe w e l l i s being r e s t r i c t e d 

and has always been r e s t r i c t e d because of the nature of 

the coning or the fear of coning too much water into 

the wellbore. 

So you have one operator here who has d r i l l e d 

a w e l l at i t s own r i s k , a new f u l l w e l l that they were 

encroaching on the property l i n e of Santa Fe. They 

continued going that way. They knew that the D i v i s i o n 

had already e s t a b l i s h e d an allowable r e s t r i c t i o n , and 

they, nonetheless, continued. 

Whether or not you're going to allow the 

camel i n the tent i n t h i s case, and at 515 b a r r e l s i t 

remains to be seen, but i t j u s t seems from a p o l i c y 

standpoint that the Commission should enforce i t s 

r u l e s , allow Stevens to operate, and to recover t h e i r 

f a i r share of production, but not at the r a t e of 515 

b a r r e l s , e s p e c i a l l y i n view of the 200 that i s being 

produced c u r r e n t l y by the Santa Fe w e l l . 

So I cannot emphasize the importance of those 

r u l e s , and I can only point to the recent experience 

here with the O i l Conservation D i v i s i o n , that 

unorthodox l o c a t i o n s are tre a t e d much more harsh l y and 

they're viewed that way. 
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That p o l i c y has been e s t a b l i s h e d by the 

general e x i s t i n g orders. And i f you take the distance 

to the l e a s e l i n e , which I don't n e c e s s a r i l y agree 

with, on that kind of a b a s i s , i t ' s 10 percent; i t ' s 90 

percent penalty. That's according to Mr. Ahlen's own 

testimony t h i s morning on cross-examination. 

I f you take Mr. Sipes' f i g u r e s , you come down 

with the same approximate amount, 10 percent. And that 

i s what the allowable ought to be set and e s t a b l i s h e d 

in that regard, somewhere in there, i n the nature of 

what the D i v i s i o n has done. 

And I think that the previous order issued by 

Mr. Lyon i s an adequate order that p r o t e c t s the 

c o r r e l a t i v e r i g h t s of Santa Fe, and i t allows Stevens 

to produce t h e i r f a i r share of production. 

I t does not r e s t r i c t Stevens from producing 

o i l and obtaining e v e n t u a l l y t h e i r f a i r share of 

production. What Stevens ignores e n t i r e l y i s that 

t h e i r w e l l i s -- that the f a u l t i s even fu r t h e r east 

than what i t was estimated to be. That can only reduce 

the recoverable r e s e r v e s under t h e i r t r a c t . 

So i t seems i n c o n s i s t e n t to argue today that 

somehow despite the f a c t that the f a u l t i s further east 

than what was o r i g i n a l l y a n t i c i p a t e d , that the r e s e r v e s 

are a c t u a l l y increased. 
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I ' l l stop at t h i s point. I think that the 

D i v i s i o n , again, should protect the c o r r e l a t i v e r i g h t s 

of Santa Fe and and do f a i r n e s s i n t h i s case. 

MR. LeMAY: Thank you, Mr. P a d i l l a . 

Mr. K e l l a h i n . 

MR. KELLAHIN: Gentlemen, t h i s s e r i e s of 

cases have an i n t e r e s t i n g h i s t o r y . Began sometime l a s t 

s p ring. I would i n v i t e you to read through the various 

f i n d i n g s made by f i r s t Examiner Lyon and then 

subsequently by Mr. Stogner i n h i s order. 

I t ' s i n t e r e s t i n g to note that Mr. Lyon, a f t e r 

hearing t h i s very case, found and concluded that there 

was inadequate data at that time to estimate r e s e r v e s 

with s u f f i c i e n t p r e c i s i o n upon which a penalty could be 

assessed. 

He did that at a time when only two 

a d d i t i o n a l things have occurred. C e r t a i n l y nothing has 

occurred i n the east h a l f of the s e c t i o n to change 

that . 

The testimony we presented today i s no 

d i f f e r e n t than the testimony we gave Mr. Lyon by which 

he concluded i t was too s p e c u l a t i v e . 

The things that have changed i s that i n that 

o r i g i n a l hearing i t was thought to be among a l l the 

t e c h n i c a l people on both s i d e s that the approximate 
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l o c a t i o n of that f a u l t was some 200 feet f a r t h e r west. 

We had a case where there was p r e t t y good 

agreement about the o r i e n t a t i o n and l o c a t i o n of that 

f a u l t . 

And despite having that information, i t was 

acknowledged by the hearing examiner that there was a 

great deal of discomfort, s p e c u l a t i o n about coming up 

with a penalty formula based upon the geologic 

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

Since then what we have, what he a l s o found 

i s -- he says that the l i k e l y productive i n t e r v a l 

w i t h i n the west h a l f of the s e c t i o n i s only some 60 

acres stacked v e r t i c a l l y . 

I t ' s i n t e r e s t i n g to see what the opposition 

has attempted to do to maximize t h e i r a b i l i t y to 

produce what we contend w i l l be a s i g n i f i c a n t portion 

of the re s e r v e s i n the east h a l f of the s e c t i o n for 

which they're not e n t i t l e d . 

Look at the shape of the nonstandard u n i t . 

That should have been denied, I contend. The standard 

s i z e d shape i s the southeast quarter to which the 

McAlpine Santa Fe w e l l i s located. 

Admittedly, everyone agrees the f a u l t 

condemns a s i g n i f i c a n t portion of the west h a l f . And 

what do they do? 
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Well, rather than dedicate the southwest 

quarter to t h i s w e l l and recognize that there's going 

to be a s i g n i f i c a n t penalty for nonproductive a c r e s , 

they f i g u r e out a way to stack these 4-acre t r a c t s , one 

on top of another, to attempt to mitigate and reduce 

the p o t e n t i a l for that type of penalty. 

What e l s e has happened? Well, they've, 

knowing the r i s k of the penalty order, the mechanics of 

the order from the Curry and Thornton to the Stevens 

order i s the same, they came back i n . 

Mr. Stevens decides to d i r e c t i o n a i l y d r i l l . 

He knew the deal before he got into i t . He knew how 

the penalty was to be constructed. 

The evidence at that hearing, he planned to 

be 165 feet from a common l i n e from our property. And 

he was given a d r i l l i n g window with a radius of 500 

feet to the west. T r i e d that once and f a i l e d . 

He found the f a u l t was 200 feet f a r t h e r to 

the e a s t . He's got a l i t t l e s l i v e r of the r e s e r v o i r , 

and he wants h i s share. And he's going to end up with 

h i s share and our share. 

We might as w e l l forget the whole process 

because i t looks to me l i k e the only way you protect 

y o u r s e l f i s to have Mr. McAlpine come i n on an 

equivalent s t r u c t u r a l p o s i t i o n i n the east h a l f where 
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we have the same ownership and d r i l l a w e l l 78 feet 

from the common l i n e . 

And t h a t ' s how we're going to have to protect 

o u r s e l v e s . We're going to have to come back i n here 

and amend our case and ask for a nonstandard pr o r a t i o n 

u n i t that c o n s i s t s of the acreage stacked 40 acres on 

top of each other and dedicate the west h a l f of the 

east h a l f so we can balance a l l these numbers that are 

given to us on r e s e r v o i r volumes. 

Look at the r e s e r v o i r volumes. Everybody has 

acknowledged on both s i d e s that those numbers are 

predicated and founded s o l e l y and s u b s t a n t i a l l y on the 

geology for which there i s a mat e r i a l d i f f e r e n c e of 

opinion. 

And the opinion i s d i f f e r e n t but -- su b t l e , 

but very important. Look, f i r s t of a l l , at the 

o r i e n t a t i o n of the f a u l t . Mr. Ahlen has i t s l i g h t l y 

turned to the west. And because of the th i c k n e s s of 

the r e s e r v o i r i n the s t r u c t u r a l p o s i t i o n , he has 

maximized h i s r e s e r v o i r volume by a s l i g h t adjustment 

of that f a u l t . 

We b e l i e v e that was inappropriate. I t 

doesn't honor the data as we i n t e r p r e t i t . But there 

i s a mat e r i a l d i f f e r e n c e between the t e c h n i c a l people 

upon the o r i e n t a t i o n of the f a u l t . 
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Look at the other c r i t i c a l thing about the 

geology. Note how they have contoured the s t r u c t u r e . 

Mr. Holmstrom takes that, and he wraps h i s contour 

l i n e s back into the f a u l t . 

Mr. Ahlen takes i t and he's more general i z e d 

in how he r o l l s those contour l i n e s back. You can see 

when you're c a l c u l a t i n g r e s e r v o i r volume that i s going 

to make a s i g n i f i c a n t d i f f e r e n c e . 

We think t h i s case i s not any d i f f e r e n t from 

the kinds of cases Mr. Carr and I used to bring to you 

on the Shipp-Strawn. 

He and I have argued about i n t e g r a t i n g e i t h e r 

for or against net productive acreage f a c t o r s i n a 

penalty formula for years. 

Last time I was before t h i s Commission on 

t h i s kind of case, you t o l d us not to do t h i s anymore. 

I t was too s p e c u l a t i v e . I t wasted your time and 

energy. 

And you thought i t was better and more d i r e c t 

to come up with a penalty f a c t o r based upon l o c a t i o n of 

the w e l l to the common l i n e . 

I s n ' t i t i n t e r e s t i n g how w e l l that worked for 

Mr. Lyon's formula because he a l s o r e j e c t e d the net 

productive acreage argument. So did Mr. Stogner; he 

r e j e c t e d i t . 
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I s n ' t I t i n t e r e s t i n g how w e l l i t f i t s into 

Mr. Sipes' volumetric c a l c u l a t i o n of the r e s e r v o i r . I t 

gets you down to the 10 percent. 

Sometimes the most d i r e c t approach i s the 

best approach. And we don't think that Mr. Stevens or 

Stevens Operating Company ought to r e c e i v e a w i n d f a l l 

of some 459 b a r r e l s of o i l a day from t h i s r e s e r v o i r 

when we think we can't even produce ours i n excess of 

200. I t ' s a b s o l u t e l y i n h e r e n t l y u n f a i r . 

We think when you s i f t through a l l t h i s 

s t u f f , you get down to the point where, i n a l l 

f a i r n e s s , the b a s i c orders are those that you ought to 

approve. 

And i f you don't, then we're going to have to 

come do net productive acreage hearings for you t i l l 

you change your mind again. And the reason you haven't 

accepted them before and why you shouldn't now i s there 

too s p e c u l a t i v e . 

Any of these competent g e o l o g i s t s and 

engineers can take the e x i s t i n g data and come up with 

m a t e r i a l l y d i f f e r e n t volumes. I t ' s not a good way to 

run the r a i l r o a d , and we don't think i t ' s a good way to 

run t h i s d e a l . 

And we would suggest you approve the Examiner 

orders as you have applied them and to r e j e c t the 
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e f f o r t now, a f t e r the f a c t , to have Mr. Stevens change 

the r u l e s of the game a f t e r he's played the game. 

He knew before he went into the f i r s t reentry 

what the penalty c a l c u l a t i o n and procedure was to be. 

He knew when the second reentry was going on what he 

was exposed to. He took the r i s k ; he ought to pay the 

p r i c e . 

MR. LeMAY: Thank you, Mr. K e l l a h i n . 

Mr. Carr. 

MR. CARR: May i t please the Commission, 

we've heard a l o t of lawyers p r a c t i c i n g engineering 

today, and I for a minute would l i k e to t r y and 

p r a c t i c e law. 

We are not here before you asking you to do 

anything that i s new or unique. We are here asking you 

to do what the O i l and Gas Act i n s t r u c t s you to do. 

The New Mexico Supreme Court i n Continental 

v. O i l Conservation c o r r e c t l y noted that "The O i l 

Conservation Commission i s a creature of s t a t u t e , and 

i t s powers are e x p r e s s l y defined and l i m i t e d by the O i l 

and Gas Act." 

We come before you with a case that f a l l s 

squarely w i t h i n the O i l and Gas Act. And we're being 

accused of a corner shot, running back to the Rule of 

Capture, and a l l we're asking you to do i s enforce the 
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law. 

And I think i t ' s important when we s t a r t 

t a l k i n g about the law to go to i t and read i t . And I 

want you to bear with me because I think when we t a l k 

about c o r r e l a t i v e r i g h t s , we forget what the law i n New 

Mexico i s on those things. 

The law on waste, the s t a t u t e defines i t as: 

"The spacing, d r i l l i n g , producing, among other things, 

of any w e l l i n a matter which tends to reduce the t o t a l 

q u a l i t y of crude petroleum o i l recovered from a pool." 

And when you take us and r e s t r i c t us to 34 

b a r r e l s a day, when no matter how you count anybody's 

c a l c u l a t i o n s in here we've got a heck of a l o t more 

than 6 percent of the r e s e r v e s , you are not l e t t i n g us 

produce t h i s according to the s t a t u t e because we cannot 

produce i t i n a manner that l e t ' s us produce the 

quantity of o i l that we could produce i f we could get 

out from regulatory a r b i t r a r y r e s t r i c t i o n s . 

That's what t h i s shows. But more than that, 

we have to go to c o r r e l a t i v e r i g h t s because we b u i l t a 

case for you to present today that i s based on the 

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

C o r r e l a t i v e r i g h t s means: "The opportunity 

afforded, so f a r as i t i s p r a c t i c a b l e to do so, to the 

owner of each property i n a pool to produce without 
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waste h i s j u s t and equitable share of o i l or gas or 

both i n the pool." 

And then i t defines that as being "An amount 

so f a r as can be p r a c t i c a b l y determined and so far as 

can be p r a c t i c a b l y obtained without waste s u b s t a n t i a l l y 

i n the proportion that the q u a l i t y of recoverable o i l 

or gas or both bear under the property bear to the 

t o t a l recoverable o i l or gas i n the pool." 

Now, there are key words there, and I want to 

go through them. C o r r e l a t i v e r i g h t s i n New Mexico 

means opportunity. 

When we d r i l l a w e l l into the top of a 

s t r u c t u r e under a t r a c t that i s ours, we have a v a i l e d 

ourselves of the opportunity. 

When Mr. McAlpine d r i l l s a w e l l into the 

s t r u c t u r e , down here lower on the s t r u c t u r e , he has 

a v a i l e d himself of the opportunity to produce what he 

can recover. 

Recover i s a key word i n the s t a t u t e . And 

the a t t i c i s n ' t something that with t h i s w e l l he can 

recover. 

And t h a t ' s why when Mr. Hickman comes before 

you, u n l i k e Mr. Sipes, he says I'm t a l k i n g about 

recoverable r e s e r v e s because he i s t a l k i n g about 

c o r r e l a t i v e r i g h t s as i t ' s defined i n the s t a t u t e and 
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i s defined as a matter that you are d i r e c t e d to 

pro t e c t . 

I t t a l k s about the owner under each 

property. We come before you with a formula that i s 

based on sound engineering and ge o l o g i c a l p r i n c i p l e s no 

matter what everybody e l s e says. You know that. 

Mr. Gruy doesn't get paid to come i n here to 

say something because he needs the money. I t ' s not 

because he's old; i t ' s because he knows what he's 

doing. He hasn't j u s t o u t l i v e d a l l of us i n t h i s 

room. 

He i s i n here and he has t o l d you the t r u t h . 

And we have come forward with the formula that w i l l l e t 

us get ours and l e t them get t h e i r s . 

I t ' s c o n s i s t e n t with the d e f i n i t i o n of 

c o r r e l a t i v e r i g h t s . I t gives the owner of each 

property the opportunity, i f they take care of i t . 

A l l of the c l e v e r attorneys i n the room --

and I guess I'm not one of them -- wants to torque that 

and say that i t means more than j u s t the opportunity 

they a v a i l e d themselves of. 

Somehow we have to give them more because 

they're down-structure, because they've got a t i g h t 

formation, because the water contact i s up, or because 

they cannot p o s s i b l y produce the a t t i c without another 
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we 11. 

The f a c t of the matter i s there's one way to 

a v a i l y o u r s e l f of that opportunity, to get that a t t i c , 

and that i s to d r i l l a w e l l . 

And they somehow think there's something 

wrong with the f a c t that we suggest they have to a v a i l 

themselves of an opportunity before you are supposed to 

act to protect i t . 

We're t a l k i n g about a j u s t an equitable 

share. A j u s t an equitable share for Stevens i s what 

i s under t h i s pie-shaped piece, what i s under h i s 

t r a c t . 

I t doesn't make any d i f f e r e n c e i f i t moves 

from east -- from the east southeast quarter or i f i t 

comes s t r a i g h t down as long as what he has an 

opportunity to get i s j u s t what i s there. 

And t h a t ' s why we propose to you r e s t r i c t i n g 

the allowables based, as the s t a t u t e t e l l s us to, on 

recoverable r e s e r v e s . 

That's what we did. We've come before you 

not asking for something new, not saying we're going to 

change the way the world i s going to be run. 

We're coming before you following the 

s t a t u t e . Another key word i n the d e f i n i t i o n of 

c o r r e l a t i v e r i g h t s i s the word " p r a c t i c a b l e . " 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

283 

What does that mean? Does that mean, as Mr. 

K e l l a h i n or Mr. P a d i l l a would suggest, i t has to be 

exact? No. I t ' s defined i n Black's D i c t i o n a r y as 

"that which may be done," that which may be done. 

You're to protect c o r r e l a t i v e r i g h t s to the 

extent that that may be done. Well, take anybody's 

testimony i n the room, and I w i l l t e l l you r i g h t now 

that on a d i f f e r e n t record, not l i k e t h i s , Mr. Lyon 

entered an order that may have been f i n e then, but as 

the data has developed, i t doesn't protect c o r r e l a t i v e 

r i g h t s . 

And now we're asking you to do that which may 

be done and give us that the opportunity. 

But there's another i n t e r e s t i n g thing about 

the laws and the r u l e s and the way t h i s Commission i s 

st r u c t u r e d , and that i s they have asked you to be the 

t r i e r of f a c t i n cases i n v o l v i n g o i l and gas matters. 

And t h a t ' s not an accident. I t i s 

t e c h n i c a l . And tha t ' s why they have an engineer 

s i t t i n g on the Commission, to the l i s t e n the 

engineers. 

That's why they have a geologist s i t t i n g on 

Commission, to l i s t e n to the g e o l o g i s t s . 

And that i s why we a l l know, while we scream 

about g e t t i n g to the l a s t b a r r e l , that what we're 
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t a l k i n g about i s the r e l a t i v e values to the -- to be 

assessed to each of these t r a c t s and to a l l o c a t e those 

reasonably and f a i r l y to the extent that that may be 

reasonably done w i t h i n your d i s c i p l i n e as a geologist 

and your d i s c i p l i n e as petroleum engineer. 

They're not -- we're not marching back to the 

Rule of Capture. They're throwing that as a smoke 

screen while they're asking you to ignore the very 

f i e l d you're experts i n . 

They're asking us to come i n here and t a l k 

about j u s t the proximity of our wellbore to the 

adj o i n i n g t r a c t . That was known before the Rule of 

Capture, how clo s e you were to your neighbor when you 

d r i l l e d , I guess, a water w e l l next to h i s pond or 

outhouse -- I don't know. 

But the f a c t of the matter i s they're a c t i n g 

l i k e things stopped at that point. We've come forward 

with a thorough, d e t a i l e d engineering p r e s e n t a t i o n . I t 

i s sound; i t i s extensi v e . 

And we're bringing i t to you and e n t r u s t i n g 

you with making a d e c i s i o n , based on t h i s record, that 

i s c o n s i s t e n t with these s t a t u t e s . 

And the most absurd thing t h a t ' s been 

advanced today i s the f a c t that somehow Mr. Stevens' 

r i g h t s are contingent upon how Mr. McAlpine i s going to 
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produce h i s w e l l . 

Everytime he says, "Well, we only produce 

200," I ask you to remember that they're saying that on 

the very day they dismissed t h e i r case to reduce the 

allowable i n t h i s pool. 

We think what we've got i s a case that was 

t a i l o r e d to a c t , that i s sound from a engineering point 

of view, that i s sound from a g e o l o g i c a l view. 

And when you take your e x p e r t i s e and apply i t 

to the s t a t u t e s which co n t r o l your a c t i v i t y , you w i l l 

see i t may not be easy, but t h i s i s a case, u n l i k e the 

Jalmat case, where you can't hide by the word 

" p r a c t i c a b l e . " 

You have the data now before you to make a 

d e c i s i o n , a reasonable d e c i s i o n , and now do what the 

s t a t u t e t e l l s you to do: Protect c o r r e l a t i v e r i g h t s 

and do i t i n a fashion that won't require d r i l l i n g 

unnecessary w e l l s . 

And don't l e t y o u r s e l f be put into a p o s i t i o n 

where you are somehow supposed to adjust our r i g h t s 

because we have a t h i c k narrow s e c t i o n and they have a 

long t h i n one that i s being r a p i d l y gobbled up by 

water. 

MR.LeMAY: Thank you, Mr. Carr. 

Additional statements i n the case? 

\ 
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Yes, s i r , Mr. Cooter. 

MR. COOTER: I ' l l be v e r y b r i e f . Once a g a i n , 

f o r the r e c o r d , my name i s P a u l Cooter, and I r e p r e s e n t 

Armstrong Energy C o r p o r a t i o n . 

So t h a t t h e r e w i l l be no q u e s t i o n i n anyone's 

minds, Armstrong Energy C o r p o r a t i o n i s an i n t e r e s t 

owner w i t h Santa Fe i n i t s w e l l i n the s o u t h e a s t 

q u a r t e r of S e c t i o n 9. 

I'm not going to cover what has been so 

e l o q u e n t l y covered by the ot h e r a t t o r n e y s , but I would 

l i k e to make four p o i n t s . 

The f i r s t the Chairman asked about t h e s e 

d i f f e r e n t p e r c e n t a g e s b e i n g t o s s e d back and f o r t h ; t h a t 

i t appeared t h a t S t e v e n s had some 29 p e r c e n t of 

r e s e r v e s but was a s k i n g f o r a l a r g e r p e r c e n t a g e as i t s 

s h a r e of the a l l o w a b l e . 

T h a t ' s because they used d i f f e r e n t f i g u r e s . 

They've asked f o r 4 5 9 - b a r r e l a l l o w a b l e based upon the 

f a c t t h a t the 670,000 f i g u r e i s some 89 p e r c e n t of the 

732,000 f i g u r e . 

But by doing t h a t they have c o m p l e t e l y f a i l e d 

to cover the 863,000 b a r r e l s of r e c o v e r a b l e r e s e r v e s i n 

the n o r t h e a s t q u a r t e r . 

A d m i t t e d l y , t h a t 670 i s 89 p e r c e n t of 515, 

and t h a t ' s how they come up w i t h the 459. I t i s some 
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29 percent of the recoverable r e s e r v e s , or the proven 

r e s e r v e s , i n the e n t i r e pool. 

Why do they want that l a r g e r f i g u r e ? Well, 

that, again, i s quite obvious, and t h i s i s my second 

point. The sooner that that production can be obtained 

from those two w e l l s , the water l e v e l w i l l r i s e , and 

which w e l l i s going to be watered out f i r s t ? 

Well, i t ' s the Santa Fe w e l l . So that w i l l 

leave then the Stevens w e l l as the only w e l l i n the 

f i e l d . 

I t ' s obvious that o i l from no fu r t h e r than 

j u s t the end of the room i s going to be sucked into the 

Stevens w e l l quicker than o i l that i s some 3,000 feet 

to the north. So i t ' s j u s t common sense t h a t ' s going 

to occur. 

Well, then they say, " D r i l l a t h i r d w e l l , " 

but i n response to the questions asked by the chairman 

of a l l of the experts, even mentioned by Mr. Carr i n 

h i s c l o s i n g argument was, "That's economic waste. 

Produce the two w e l l s . " 

So i t depends upon what i s s a i d and when i t ' s 

s a i d as to whether or not Santa Fe could c e r t a i n l y go 

d r i l l a w e l l i n the northeast quarter, but everyone 

agrees that i s economic waste. 

What w i l l happen when the Santa Fe w e l l i s 
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watered out, absent the commission of economic waste, 

i s that Mr. Stevens w i l l recover s u b s t a n t i a l l y more 

than the 670,000 because, one, h e ' l l recover i f there's 

anything behind that t i g h t behind-the-pipe i n that 

t i g h t formation, he w i l l recover i t . 

That l i t t l e pipe-shaped feature up above the 

top of the Devonian i n that w e l l he w i l l recover. And 

s i n c e there's no other w e l l i n the pool, h e ' l l recover 

the balance of the 863,000 b a r r e l s that migrate from 

the northeast. 

And everyone's i n accord, one w e l l could 

drain the whole pool. Two w e l l s c e r t a i n l y can. And 

not a one, anyone here today, recommended the d r i l l i n g 

of a t h i r d wel1. 

With that I c l o s e . Thank you very much for 

your c o n s i d e r a t i o n . 

MR. LeMAY: Thank you, Mr. Cooter. 

Mr. Dungan, or Ms., I should say. I'm sorry. 

MS. DUNGAN: That's a l l r i g h t . 

The New Mexico O i l Corporation has a working 

i n t e r e s t i n the Holmstrom w e l l along with the Santa Fe 

E x p l o r a t i o n Company and wants to again voice i t s 

support for the p o s i t i o n of the Santa Fe E x p l o r a t i o n 

Company. 

And we b e l i e v e t h e i r s i s the only p o s i t i o n 
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which t r u l y p r o t e c t s our c o r r e l a t i v e r i g h t s and 

p r e v e n t s waste. 

Thank you. 

MR. LeMAY: Thank you v e r y much. 

A d d i t i o n a l s t a t e m e n t s i n the c a s e ? 

I f not, we s h a l l t a k e the c a s e under 

advisement. 

Thank you, gentlemen, l a d i e s . 

(Thereupon, the p r o c e e d i n g s were concluded.) 
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