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EXAMINER CATANACH: C a l l the h e a r i n g back 

t o order and c a l l Case 9854. 

MR. STOVALL: A p p l i c a t i o n of Stevens 

Op e r a t i n g C o r p o r a t i o n f o r p o o l c r e a t i o n and s p e c i a l 

p o o l r u l e s , Chaves County, New Mexico. 

EXAMINER CATANACH: Are t h e r e appearances 

i n t h i s case? 

MR. CARR: May i t please the Examiner, my 

name i s W i l l i a m F. Carr w i t h the law f i r m Campbell & 

Black, P.A., of Santa Fe. We re p r e s e n t Stevens 

Op e r a t i n g C o r p o r a t i o n . 

MR. CARROLL: My name i s Ernest C a r r o l l , of 

Losee, Carson, Haas & C a r r o l l of A r t e s i a , New Mexico, 

and we re p r e s e n t Yates Petroleum C o r p o r a t i o n . 

MR. BRUCE: Mr. Examiner, my name i s Jim 

Bruce from the H i n k l e Law Firm i n Albuquerque, 

r e p r e s e n t i n g Marsh Op e r a t i n g Company. 

EXAMINER CATANACH: How many witnesses do 

you have, Mr. Carr? 

MR. CARR: I have two, maybe t h r e e . 

MR. CARROLL: I have two w i t n e s s e s . 

EXAMINER CATANACH: Any w i t n e s s e s , Mr. 

Bruce ? 

MR. BRUCE: None. 

EXAMINER CATANACH: Can I get a l l the 
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witnesses t o stand up and be sworn i n . 

(Thereupon, a l l w i t n e s s e s were sworn.) 

EXAMINER CATANACH: Mr. C a r r ? 

MR. CARR: At t h i s time we would c a l l Mr. 

Ahlen . 

JACK AHLEN 

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

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

EXAMINATION 

BY MR. CARR: 

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

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

A. Jack Ahlen. 

Q. Mr. Ahlen, where do you r e s i d e ? 

A. Roswell, New Mexico. 

Q. By whom are you employed? 

A. Stevens O p e r a t i n g C o r p o r a t i o n . 

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

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

accepted and made a matter of record? 

A. Yes, I have. 

Q. How were you q u a l i f i e d at t h a t time? as a 

pet r o l e u m g e o l o g i s t ? 

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 f i l e d 
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i n t h i s case on b e h a l f of Stevens O p e r a t i n g 

Corporat i on ? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h the area t h a t i s the 

s u b j e c t of the a p p l i c a t i o n ? 

A. Yes, I am. 

Q. Have you made a study of the area? 

A. Yes, I hav e . 

MR. CARR: Are the w i t n e s s ' s q u a l i f i c a t i o n s 

accept able ? 

EXAMINER CATANACH: They a r e . 

Q. Mr. Ahlen, would you b r i e f l y s t a t e what 

Stevens seeks i n t h i s case. 

A. I n t h i s case, Stevens seeks a 320-acre 

sp a c i n g . We a l s o seek a temporary t e s t i n g a l l o w a b l e 

of 650 b a r r e l s of o i l per day, which i s the depth 

spacing a l l o w a b l e , a g a s / o i l r a t i o of 20,000 t o 1, and 

a nine-month t e s t i n g p e r i o d . 

Q. Are you al s o seeking the c r e a t i o n of a po o l 

i n the Fusselman f o r m a t i o n ? 

A. Yes, s i r . 

Q. Have you prepared 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 i n t h i s case? 

A. Yes, I have. 

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

CUMBRE COURT REPORTING 
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Stevens E x h i b i t 1 , i d e n t i f y t h i s e x h i b i t and review i t 

f o r the Examiner? 

A. Stevens E x h i b i t No. 1 i s a land p l a t which 

i s a copy of the Midland Map Company land map i n t h i s 

p a r t i c u l a r area c o v e r i n g a p o r t i o n of Township 10 

South, Range 27 East. I t shows lease ownership and 

the l o c a t i o n of w e l l s . The w e l l s t h a t are not w i t h 

l a r g e c i r c l e s around them are e s s e n t i a l l y San Andres 

o i l p r o d u c i n g w e l l s and dry h o l e s . 

There are f o u r deep w e l l s on t h i s 

i l l u s t r a t i o n . They have the l a r g e c i r c l e s drawn 

around them, being the w e l l i n the southeast q u a r t e r 

of the southeast q u a r t e r of Se c t i o n 16; t h e r e are two 

w e l l s i n the west h a l f of Sec t i o n 2 1 ; and one w e l l i n 

the northwest q u a r t e r of Se c t i o n 28. These are deep 

p e n e t r a t i o n s . They a l l have p e n e t r a t e d t o the 

Pre-Cambrian basement i n t h i s area. There are no 

other w e l l s on t h i s i l l u s t r a t i o n t h a t are deep w e l l s . 

Q. What i s the s t a t u s of the northernmost 

w e l l ? Has t h a t one been completed? 

A. That w e l l , the northernmost w e l l has been 

completed as a d r y hole i n 1950. I t i s c u r r e n t l y 

p r o d u c i n g out of the San Andres a f t e r p l u g g i n g back t o 

i t a long time ago. 

Q. What are the proposed p o o l boundaries f o r 
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the new pool? 

A. We would propose the south h a l f of Se c t i o n 

21 and the n o r t h h a l f of Se c t i o n 28. 

Q. On t h i s map you have a t r a c e f o r t h e 

c r o s s - s e c t i o n which i s your next e x h i b i t ? 

A. That i s c o r r e c t . The heavy l i n e t h a t 

connects those f o u r w e l l s i s E x h i b i t No. 2. 

Q. Mr. Ahlen, would you review the h i s t o r y of 

the development of t h i s area? And i n so d o i n g , i f you 

need t o , would you r e f e r t o your c r o s s - s e c t i o n which 

i s E x h i b i t 2. 

A. Okay. I n 1950, a p p r o x i m a t e l y , Honolulu 

d r i l l e d a #1 L e v i c t e s t i n the southeast of the 

southeast of Sec t i o n 16. They had a few shows of o i l 

and gas i n the lower P a l e o z o i c s . A f t e r t e s t i n g , t he 

w e l l was subsequently plugged and abandoned, then i t 

was r e e n t e r e d and made a San Andres producer. 

I n the e a r l y 1980s, San Andres development 

s t a r t e d i n t h i s v i c i n i t y . Then a p p r o x i m a t e l y 86 and 

87 t h e r e was a r a p i d expansion of San Andres 

development. D u r i n g t h a t development, a s h a l l o w , 

s t r u c t u r a l anomaly was developed and seismic work was 

done i n the area, w i t h the r e s u l t t h a t Yates d r i l l e d 

t h e i r # 3 "AFT" w e l l , which was a d i s c o v e r y w e l l i n 

the S i l u r o - O r d o v i c i a n s e c t i o n . I t was a gas w e l l . 
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Subsequent t o t h a t , Stevens d r i l l e d a w e l l 

i n the n o r t h e a s t border of Se c t i o n 28. That was i n 

l a t e November and December of 89. The Yates d i s c o v e r y 

was i n 88, November and December. Most r e c e n t l y Yates 

has d r i l l e d t h e i r #6 "AFT" w e l l i n the northwest 

q u a r t e r of Sec t i o n 2 1 . The l a t t e r t h r e e w e l l s are a l l 

capable of p r o d u c t i o n i n the S i l u r o - O r d o v i c i a n 

sect i o n . 

Q. Would you now l i k e t o work w i t h your 

c r o s s - s e c t i o n and review each of the w e l l s on t h a t f o r 

the Examiner? Are you ready t o go t o t h a t ? 

A. Yes, I am. May I go t o the w a l l ? 

Q. Yes. 

A. On t h i s c r o s s - s e c t i o n , I show the f o u r deep 

w e l l s t h a t are c i r c l e d on the index map, w i t h the 

Honolulu w e l l on the extreme r i g h t , the deep d r y hole 

d r i l l e d i n 1950. The next w e l l i n l i n e i s the #6 

"AFT" d r i l l e d by Yates. The next w e l l i n l i n e i s the 

#3 "AFT" d r i l l e d by Yates. The w e l l on the l e f t i s 

the Stevens w e l l . 

A l l of them, I have arranged the w e l l s on a 

sea l e v e l , subsea datum. They are datumized at a 

minus — I wrote i t down, minus datum of 2700 f e e t . I 

have a c o r r e l a t i o n marker i n the Pennsylvanian S e c t i o n 

immediately above the u n c o n f o r m i t y , and i t i s c a r r i e d 
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across the c r o s s - s e c t i o n and p r o j e c t e d i n t o the 

Honolulu w e l l at t h i s p o i n t . 

Q. That's the dark , black l i n e r u n n i n g across 

the e x h i b i t on the top? 

A. And marked Penn marker. There i s an 

e r o s i o n a l c o n f o r m i t y at the base of the Pennsylvanian 

and the top of the S i l u r o - O r d o v i c i a n s e c t i o n over the 

c r e s t of the s t r u c t u r e , and the u n c o n f o r m i t y i s 

present on top of the M i s s i s s i p p i a n i n the 

H o n o l u l u - L e v i c w e l l . The on l y w e l l t h a t has Woodford 

s e c t i o n p r e sent i s the H o n o l u l u - L e v i c w e l l , and I've 

marked t h a t as the top of the Fusselman i n t h a t w e l l . 

That c o r r e l a t e s w i t h the eroded Fusselman top here, 

but t h e r e i s a s i g n i f i c a n t amount of s e c t i o n m i s s i n g 

at the top of the Fusselman. The M i s s i s s i p p i a n i s 

als o c o m p l e t e l y m i s s i n g . 

There i s a Montoya marker t h a t I have 

c o r r e l a t e d across the s e c t i o n based on a r a d i o a c t i v e 

marker t h a t i s p r e s e n t at a depth of a p p r o x i m a t e l y 

6435 f e e t i n the Stevens w e l l . That c o r r e l a t e s w i t h 

t h i s r a d i o a c t i v e marker and t h i s r a d i o a c t i v e marker i n 

the #6 "AFT", and t h i s marker i n the H o n o l u l u - L e v i c , 

and the Pre-Cambrian f o l l o w s t h a t v e r y c l o s e l y . 

On the b a s i s of sample shows, the e l e c t r i c 

l o g , water s a t u r a t i o n , bulk volume water c a l c u l a t i o n s , 
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I have e s t a b l i s h e d , as w e l l as l o g c h a r a c t e r i s t i c s , I 

have e s t a b l i s h e d a g a s / o i l c o n t a c t at a datum of 

ap p r o x i m a t e l y minus 2524. There i s an o i l column of 

ap p r o x i m a t e l y 50 t o 60 f e e t , from t h a t datum, t o a 

datum of minus 2587. There i s a t r a n s i t i o n zone, an 

o i l t o water t r a n s i t i o n zone from t h a t datum t o 

ap p r o x i m a t e l y minus 2650. Below t h i s zone e s s e n t i a l l y 

water o n l y i s i n d i c a t e d by l o g c a l c u l a t i o n s . No 

t e s t i n g has taken place below t h i s except i n the 

Hon o l u l u - L e v i c w e l l where o n l y water was recovered on 

d r i l l stem t e s t s . 

Now, Yates has r e c e n t l y completed 

e v a l u a t i n g a zone i n the t r a n s i t i o n zone. I n i t i a l l y 

t h a t w e l l produced o i l , and i t s h o r t l y went t o o i l and 

wate r , a p p r o x i m a t e l y 50/50. They are c u r r e n t l y 

t e s t i n g a zone a p p r o x i m a t e l y 20 f e e t up from t h a t , and 

I t h i n k perhaps other witnesses can t e s t i f y t h a t i t 

w i l l , b e t t e r than I do, they have more re c e n t 

i n f o r m a t i o n , but at l a s t word i t was p r o d u c i n g o i l 

o n l y . 

Yates has al s o p e r f o r a t e d i n the o i l zone 

on l y i n t h i s p a r t i c u l a r w e l l , and i t produces o i l . 

Yates i n i t i a l l y completed t h e i r d i s c o v e r y w e l l i n the 

i n t e r v a l from 6255 t o 6356, and i t was completed as a 

gas w e l l w i t h no o i l i n d i c a t e d . I t flowed based on a 
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f i v e - h o u r t e s t , 3,800 Mcf per day at t h a t r a t e . 

Stevens d r i l l e d the McBride. No d r i l l stem 

t e s t s were taken on the way down. However, p r o d u c t i o n 

t e s t s have been conducted t h r o u g h p e r f o r a t i o n s from a 

depth of 6218 th r o u g h 6364. We w i l l have a l a t e r 

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

t h a t t i m e , but e s s e n t i a l l y an o i l / w a t e r — e x c u s e me, an 

o i l / g a s c o n t a c t was q u i t e f i r m l y e s t a b l i s h e d , some 

water and o i l and gas. A l l of these were produced 

from the lower p e r f o r a t i o n s o n l y . 

From a n a l y s i s of the samples and the 

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

s u g g e s t i o n t h a t the r e s e r v o i r has both f r a c t u r e 

p o r o s i t y as w e l l as vuggy p o r o s i t y as w e l l as 

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

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

inhomogenous r e s e r v o i r . 

I would l i k e t o e x p l a i n the mud l o g on the 

extreme l e f t here. E s s e n t i a l l y we have some shows of 

o i l and gas i n the gas zone. The o i l and gas zone 

does have some o i l s t a i n i n g and some good c u t s , and 

the gas a n a l y s i s does show methane, ethane and 

butane. There i s a d i s t i n c t change i n the c h a r a c t e r 

at the g a s / o i l c o n t a c t i n t h a t the gas anomaly 

d i m i n i s h e s both on the C-l and the C-2. However, the 
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C-3 increa s e s t h r o u g h the o i l zone. A l s o , the sample 

shows i n c r e a s e i n the o i l zone. I t appears as though 

most of the rock fragments are o i l s t a i n e d i n the o i l 

zone . 

I n the t r a n s i t i o n zone we get some p o r o s i t y 

t h a t i s o i l s t a i n e d and some p o r o s i t y t h a t i s not o i l 

s t a i n e d . I t i s i n t e r e s t i n g t o note t h a t t h e r e v e r y 

d e f i n i t e l y i s o i l s t a i n i n g up i n the o i l column which 

suggests t h a t the r e s e r v o i r may have been o i l 

s a t u r a t e d at one time but c u r r e n t l y i s n o t , t o the 

degree t h a t i t could be wet o i l s a t u r a t e d p o r o s i t y . 

However, i t has been subsequently d r a i n e d since we 

b e l i e v e t h a t the o i l source and the gas source are 

d i f f e r e n t . The gas pr o b a b l y came from Pennsylvanian 

sediments and the o i l came from M i s s i s s i p p i a n and 

p r e M i s s i s s i p p i a n sediments. They both m i g r a t e d i n t o 

the s t r u c t u r e at s l i g h t l y d i f f e r e n t t i m e s . 

Q. What c o n c l u s i o n s can you draw now from t h i s 

p a r t i c u l a r e x h i b i t and the data shown thereon? 

A. I f e e l t h a t the g a s / o i l c o n t a c t i s 

r e l a t i v e l y u n i f o r m t h r o u g h the t h r e e w e l l s . The 

o i l / w a t e r c o n t a c t appears t o be a t r a n s i t i o n zone i n 

the t h r e e w e l l s , and one may produce some o i l and some 

water from d i f f e r e n t zones of p o r o s i t y w i t h i n t h a t 

i n t e r v a l . I t i s a l s o a p o s s i b i l i t y t h a t we may have 
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some o i l s a t u r a t i o n a l r e a d y i n the o i l zone, si n c e i n 

the o r i g i n a l d r i l l stem t e s t s by Yates they d i d 

a c t u a l l y recover 2.1 b a r r e l s of o i l w h i l e f l o w i n g 1.8 

m i l l i o n c u b i c f e e t of gas out of t h a t zone. 

Q. Does t h a t conclude your t e s t i m o n y from 

E x h i b i t No. 2? 

A. Yes, s i r , unless you have any q u e s t i o n s . 

Q. Would you l i k e t o r e t u r n t o your seat? 

A. Thank you. 

Q. Mr. Ahlen, would you r e f e r t o what has been 

marked as Ahlen E x h i b i t No. 3, i d e n t i f y t h i s f o r Mr. 

Catanach and review the i n f o r m a t i o n c o n t a i n e d on t h i s 

e x h i b i t . 

A. E x h i b i t No. 3 i s a s t r u c t u r e contour map on 

the top of the Fusselman f o r m a t i o n . There are f o u r 

subsurface c o n t r o l p o i n t s and they are the f o u r 

p r e v i o u s l y mentioned w e l l s . I t i s a l s o c o n t r o l l e d by 

two seismic l i n e s , e s s e n t i a l l y one east/west and one 

n o r t h / s o u t h , q u i t e near the ea s t e r n l i n e of Se c t i o n 21 

and 28. 

I t does appear as though a l l p o i n t s along 

t h a t n o r t h / s o u t h seismic l i n e are on the downthrow 

side of a major f a u l t . The east/west l i n e crosses two 

major f a u l t s . On the seismic l i n e , on the e a s t e r n 

f a u l t , i s near shot p o i n t 435--excuse me, 360. On the 
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western f a u l t , the f a u l t i s a p p r o x i m a t e l y near shot 

p o i n t 345. 

I have contoured t h e datums of t h a t seismic 

and the subsurface data on the same map. I t h i n k 

t h a t ' s j u s t i f i e d by the data t h a t i s a v a i l a b l e . I 

show the Yates d i s c o v e r y w e l l t o be 20 f e e t h i g h t o 

the Stevens w e l l ; the second Yates w e l l , the #6 "AFT" 

i s a p p r o x i m a t e l y 120 f e e t low t o t h e i r d i s c o v e r y 

w e l l . I t ' s q u i t e p o s s i b l e t h a t t h a t i s a f a u l t t h a t 

caused t h a t s i g n i f i c a n t d i f f e r e n c e i n datum. However, 

I have contoured i t i n the most simple manner 

p o s s i b l e , and i t i s p r o b a b l y c o r r e c t . That, i n t u r n , 

i s 400 f e e t h i g h t o the Honolulu w e l l , which i s i n the 

southeast of the southeast of Sec t i o n 16, j u s t i f y i n g 

the major down t o the east f a u l t . 

Q. Would you now go t o Ahlen E x h i b i t No. 4 and 

review t h a t , p l e a s e . 

A. Thi s i s a s t r u c t u r e contour map on the top 

of the Montoya f o r m a t i o n . The gamma ray marker t h a t I 

have p o i n t e d out on the c r o s s - s e c t i o n i s u t i l i z i n g the 

same f o u r subsurface w e l l s t h a t reach the subsurface 

d a t a , and f o l l o w i n g t h e form l i n e s of the p r e v i o u s 

Fusselman map. Y o u ' l l note i n t h i s i n s t a n c e t h e r e ' s a 

s i g n i f i c a n t d i f f e r e n c e between the Yates #3 "AFT" and 

the Stevens w e l l , i n t h a t the Stevens w e l l i s now 
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s t r u c t u r a l l y h i g h t o the Yates w e l l , s u g g e s t i n g t h a t 

t h e r e had been d i f f e r e n t i a l e r o s i o n at the 

u n c o n f o r m i t y . What t h a t means o v e r a l l i s t h a t the 

Stevens w e l l has a t h i n n e r Fusselman/Montoya S e c t i o n . 

Then the d i f f e r e n c e between the #3 "AFT" 

and the #6 "AFT" i s a p p r o x i m a t e l y 260 f e e t . T h i s 

means t h a t the Fusselman r e s e r v o i r s e c t i o n has 

t h i c k e n e d s i g n i f i c a n t l y from the #3 "AFT" t o the #6 

"AFT". Again, t h e r e ' s a b i g d i f f e r e n c e i n datum 

between the Honolulu w e l l and the #6 "AFT". I n t h i s 

p a r t i c u l a r i n s t a n c e , 370 f e e t , again p r i m a r i l y due t o 

t o t h e f a u l t . 

Q. Based on your study of t h i s area, what 

c o n c l u s i o n s have you reached? 

A. I have reached the c o n c l u s i o n t h a t t h i s i s 

an o i l f i e l d w i t h a gas cap; i t i s bounded on the east 

and west by a major s t r u c t u r a l d e f o r m a t i o n of f a u l t s 

down t o the west and a f a u l t down t o the ea s t . This 

i s a horsed p r i m a r y r e s e r v o i r perhaps t h a t ' s been 

enhanced by secondary l e a c h i n g f l u i d s . The i n t i m a t i o n 

i s t h a t t h e r e i s s i g n i f i c a n t f r a c t u r i n g w i t h i n the 

r e s e r v o i r i t s e l f and t h a t p e r m e a b i l i t y h o r i z o n t a l l y 

and v e r t i c a l l y are p r o b a b l y about e q u a l . 

Q. How would you c h a r a c t e r i z e the data t h a t i s 

a v a i l a b l e t o you t o make these judgments on the 
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r e s e r v o i r ? 

A. I had f o u r w e l l s t o make these judgments. 

What we need are a d d i t i o n a l w e l l s t o f u r t h e r develop 

the a e r i a l e x t e n t of the po o l and c h a r a c t e r i z e the 

se d i m e n t a t i o n and the s t r u c t u r a l mode. 

Q. When you look at the Stevens w e l l i n t h i s 

r e s e r v o i r , does i t appear t o be a t y p i c a l w e l l or what 

you would expect from a g e o l o g i c a l p o i n t of view? 

A. Oh, yes. 

Q. From a g e o l o g i c p o i n t of view, why would 

320-acre spacing be d e s i r a b l e ? 

A. I n the f i r s t p l a c e , when we i n i t i a t e d these 

proceedings and asked f o r a h e a r i n g , Yates had a gas 

w e l l . We suspected t h a t we had an o i l w e l l because of 

the n a t u r e of the f l u i d s at the s u r f a c e , the c o l o r of 

the f l a r e , and we put a se p a r a t e r on and, sure enough, 

we had copious q u a n t i t i e s of o i l p r e s e n t i n our gas 

f l o w . So as we co n t i n u e d t o develop evidence, we have 

come t o the c o n c l u s i o n t h a t i t i s an o i l f i e l d w i t h a 

ver y t h i c k and l a r g e gas cap. However, we d i d not 

r e a l l y want t o p e n a l i z e Yates Petroleum C o r p o r a t i o n 

f o r h a v i n g a gas w e l l w h i l e we had an o i l w e l l and, 

t h e r e f o r e , we de s i g n a t e d a 320-acre spacing s i n c e 320 

acres i s the s t a t e - w i d e spacing u n i t f o r a Pre-Permian 

w e l l . 
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Q. So the impact on the Yates w e l l was 

consid e r e d i n d e v e l o p i n g these parameters? 

A. A b s o l u t e l y . 

Q. Does t h a t a l s o apply t o seeking a 20,000 t o 

1 g a s / o i l r a t i o ? 

A. Yes, s i r . I f Yates had a gas w e l l and we 

de c l a r e d t h i s an o i l p o o l , t h e y would have d i f f i c u l t y 

making a commercial w e l l out of t h a t p a r t i c u l a r w e l l , 

and we d i d not want them t o be p e n a l i z e d . 

Q. What t e s t i n g p e r i o d or i n i t i a l p e r i o d f o r 

the temporary r u l e s i s Stevens a c t u a l l y seeking? 

A. A nine-month t e s t i n g p e r i o d . 

Q. W i l l t h a t p e r m i t s u f f i c i e n t development of 

data t o make judgment c a l l s on f u r t h e r development of 

the r e s e r v o i r ? 

A. We hope t h a t i t w i l l , yes, s i r . 

Q. I n your o p i n i o n , w i l l g r a n t i n g t h i s 

a p p l i c a t i o n p r e v e n t waste? 

A. Yes. 

Q. How so? 

A. F i r s t of a l l , i f we on l y go on c l a s s i c 

r e s e r v o i r i n t e r p r e t a t i o n , we on l y t h i n k t h a t we know 

the c o r r e c t parameters t o use i n the proper 

development of t h i s p o o l . I f we are a l l o w e d enough 

time t o a c t u a l l y t e s t some of the t h e o r e t i c a l 
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i m p l i c a t i o n s , w e l l , t h e n , we may a c t u a l l y be damaging 

the f i e l d r a t h e r than h e l p i n g i t , and we would promot 

waste r a t h e r than p r e v e n t i n g waste. So we need t h a t 

time i n order t o develop e f f e c t i v e parameters t h a t 

w i l l ensure t h a t the p o o l i s developed p r o p e r l y . 

Q. You're t a l k i n g about damage t o the poo l 

being a d d i t i o n a l development w i t h o u t the data t h a t 

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

c o r r e c t ? 

A. W e l l , the damage could be economic i n the 

sense t h a t you d r i l l e d t o o many w e l l s , or t h e r e c o u l d 

be economic damage i n causing t h e o i l t o f l o w i n t o a 

dry gas cap. We do not know f o r sure. We suspect 

t h a t i t i s , but t h e r e i s some evidence t h a t suggests 

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

The samples, as I p o i n t e d out on the 

c r o s s - s e c t i o n , have good o i l s t a i n i n g , good c u t , as 

w e l l as the d r i l l stem t e s t on the Yates #3 d i d 

a c t u a l l y recover what was c a l l e d 2 8 - g r a v i t y o i l . 

There are some unanswered q u e s t i o n s t h a t we need 

a d d i t i o n a l d a t a . The next w e l l t h a t i s d r i l l e d , we 

need t o tak e t h a t i n t o c o n s i d e r a t i o n , c o n s i d e r c o r i n g 

i f i t ' s p o s s i b l e t o core here, as w e l l as gather othe 

d a t a , f l o w d a t a , t h a t w i l l be de v a l u a t e d d u r i n g the 

nine-month p e r i o d t h a t we're p r o p o s i n g . 
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Q. Now, you've t a l k e d about waste. What would 

be the impact on c o r r e l a t i v e r i g h t s of a d e n i a l of the 

Stevens a p p l i c a t i o n ? 

A. W e l l , Stevens would not be able t o produce 

i t s r i g h t f u l share of the hydrocarbons p r e s e n t i n 

t h e i r p r o r a t i o n u n i t . 

Q. Mr. Ahlen, were E x h i b i t s 1 t h r o u g h 4 

prepared by you? 

A. Yes, s i r , t h e y were. 

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

would move the admission of Ahlen E x h i b i t s 1 t h r o u g h 

4 . 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 4 

w i l l be a d m i t t e d as evidence. 

MR. CARR: That concludes my d i r e c t 

e x a mination of t h i s w i t n e s s . 

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

EXAMINATION 

BY MR. CARROLL: 

Q. Mr. Ahlen, at the pr e s e n t t i m e , does 

Stevens O p e r a t i n g have a method by which t o market the 

gas t h a t w i l l be produced i n t h i s w e l l ? 

A. Yes, s i r . There i s a 10-inch p i p e l i n e i n 

the v i c i n i t y t h a t crosses v e r y near or goes t h r o u g h 

the l o c a t i o n , T ranswestern. The gas does have 
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hydrogen s u l f i d e i n i t t h a t makes i t unmarketable, but 

at the p r e s e n t time Stevens i s i n the process of 

pu r c h a s i n g a u n i t which w i l l remove t h a t s u l f u r from 

the gas stream so t h a t i t may be s o l d . And the other 

f a c i l i t i e s are a l r e a d y p r e s e n t on the l o c a t i o n . 

Q. Are the p i p e l i n e c o n n e c t i o n s a l r e a d y 

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

A. No, s i r . They're i n the process of being 

hooked up. 

Q. And the u n i t t o sweeten the gas, i s i t on 

s i t e at the p r e s e n t time? 

A. I t i s n o t . 

Q. What's the time frame t h a t Stevens 

O p e r a t i n g i s l o o k i n g t o connect the w e l l t o the 

p i p e l i n e and p r o v i d e the sweetening f a c i l i t i e s ? 

A'. W i t h i n a week. 

Q. One week? 

A. Yes, s i r . 

Q. That would cover both items? 

A. Yes, s i r . 

Q. There has been some t e s t i n g going on w i t h 

r e s p ect t o t h i s p a r t i c u l a r w e l l , has t h e r e not? 

A. Yes, s i r . 

Q. With respect t o those t e s t s , what k i n d of 

p r o d u c t i o n are you l o o k i n g at from t h i s McBride w e l l ? 
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A. We have had r a t e s of o i l p r o d u c t i o n up t o 

350 b a r r e l s of o i l per day. 

Q. How much gas was being produced at 350 

b a r r e l s per day? 

A. About 3.5 m i l l i o n c u b i c f e e t per day. 

There w i l l be l a t e r t e s t i m o n y by our e n g i n e e r i n g 

w i t n e s s t h a t w i l l s p e c i f i c a l l y d e t a i l what you are 

as k i n g . 

Q. A l l r i g h t . Now, Mr. Ahlen, you made the 

statement t h a t Stevens Op e r a t i n g f e e l s t h a t i t needs 

nine months t o perf o r m a d d i t i o n a l t e s t i n g and answer 

unanswered q u e s t i o n s ? 

A. Yes, s i r . 

Q. Would you please s p e c i f y what unanswered 

q u e s t i o n s you i n t e n d t o seek answers t o and what 

methods of t e s t i n g you i n t e n d t o employ t o answer 

those q u e s t i o n s ? 

A. Okay. F i r s t of a l l , most of those 

q u e s t i o n s are e n g i n e e r i n g q u e s t i o n s , and t h e y ' r e more 

p r o p e r l y addressed by an eng i n e e r . However, one of 

the q u e s t i o n s t h a t we are concerned about i s the 

encroachment of water and whether t h i s i s a 100 

percent e f f i c i e n t water d r i v e p o o l or n o t . Those 

q u e s t i o n s w i l l be more p r o p e r l y addressed by the 

e n g i n e e r i n g w i t n e s s . 
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Q. A l l r i g h t . W e l l , w i t h respect t o 

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

t h e r e any evidence you t h i n k you would gain f o r you t o 

be ab l e t o b e t t e r d e f i n e the boundaries of t h i s p o ol? 

A. With the p r o d u c t i o n t e s t s only? 

Q. Yes. 

A. That might be enough t i m e . However, i n the 

meantime, we are a l s o r u n n i n g a d d i t i o n a l seismic l i n e s 

t h a t w i l l help us t o d e f i n e the p o o l . This r e q u i r e s 

t i m e . We are a l s o i n the process of c o o r d i n a t i n g w i t h 

Yates O i l C o r p o r a t i o n i n t r a d i n g data so t h a t we a l l 

may have a b e t t e r o p p o r t u n i t y t o i n t e r p r e t the l i m i t s 

of the res e r v o i r . 

Q. You are aware t h a t Yates Petroleum 

C o r p o r a t i o n does have more than t h e east/west l i n e and 

the n o r t h / s o u t h l i n e you t a l k e d about? 

A. Yes, s i r , I am. This i s p a r t of the 

seismic data t h a t we have requested from them. 

Q. Now, I b e l i e v e you made the statement t h a t 

the o n l y c o n t r o l or the c o n t r o l you have out t h e r e 

r i g h t now w i t h respect t o t h i s p o o l e x i s t s w i t h the 

fo u r w e l l s and the two l i n e s of seismic? That's what 

you're armed w i t h today? 

A. That's what has been a v a i l a b l e up t o t h i s 

p o i n t . We have shot a l i n e a l r e a d y , an east/west 
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l i n e , and i t ' s at the processor r i g h t now being 

converted t o data t h a t ' s r e a d i l y a v a i l a b l e . I t runs 

east/west a p p r o x i m a t e l y 1980 f e e t from the south l i n e 

of S e c t i o n 28. I t ' s p a r t of the a d d i t i o n a l 

i n f o r m a t i o n t h a t i s needed t o develop the 

c o n f i g u r a t i o n of the p o o l . 

Q. That seismic l i n e i s t o the south of the 

seismic l i n e you've a l r e a d y discussed w i t h us a l r e a d y , 

i s i t not ? 

A. That's c o r r e c t . Brand-new l i n e . 

Q. Now, your E x h i b i t s 3 and 4, one of the 

purposes of them i s t o help i n d e f i n i n g the e x t e n t of 

t h i s p o o l t h a t we're t a l k i n g about, i s i t not? 

A. Yes, s i r . 

Q. The data t h a t you have, at l e a s t t h a t 

you've been able t o o b t a i n t h r o u g h the two 

northernmost w e l l s , the d r y h o l e , the Honolulu w e l l 

and the #6 P a t h f i n d e r "AFT" w e l l t h a t Yates j u s t 

d r i l l e d , t h e y p r e t t y w e l l d e f i n e the n o r t h e r n boundary 

of t h i s p o o l , do they not? 

A. I f y o u ' l l look at the map, not 

n e c e s s a r i l y . But the e a s t e r n l i m i t of the p o o l i s 

d e f i n e d by the n o r t h / s o u t h f a u l t . I do not r e a l l y 

know what the s t r u c t u r a l c o n f i g u r a t i o n i s n o r t h of the 

#6 "AFT". There's a s t r o n g s u g g e s t i o n t h a t i t i s low 
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but t h i s i s , a g a i n , p a r t of the a d d i t i o n a l data t h a t 

we're t r y i n g t o develop. 

Q. With respect t o the area south of the 

McBride w e l l , you r e a l l y have no r e a l good c o n t r o l at 

a l l ? 

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

Q. So b a s i c a l l y , i f you set a l i m i t on the 

po o l t o the s o u t h , i t ' s p r e t t y much guesswork, t h e n , 

i s n ' t i t ? 

A. That's c o r r e c t . 

Q. Mr. Ahlen, I take i t , t h e n , t h a t you have 

done no s t u d i e s w i t h respect t o p o s s i b l e reserves t h a t 

might be i n t h i s p o o l , the d e p l e t i o n of those 

r e s e r v e s , whether o i l or gas, then? That's been done 

by the engineer t h a t ' s going t o t e s t i f y , 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. But your maps, I would take i t , were 

f u r n i s h e d t o t h i s engineer t o he l p him i n d e t e r m i n i n g 

r e s e r v e s , i s t h a t your u n d e r s t a n d i n g ? 

A. Yes , s i r . 

Q. B a s i c a l l y what we're l o o k i n g at i s a po o l 

t h a t ' s l o c a t e d p r o b a b l y r i g h t i n the middle of what's 

commonly c a l l e d a horse b l o c k ? I t ' s been pushed up 

and you've got f a u l t s on each s i d e , i s t h a t c o r r e c t ? 
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A. Yes, t h a t i s c o r r e c t . 

Q. And at l e a s t t o the seismic l i n e t h a t you 

have seen, you can p r e t t y w e l l determine t h a t at l e a s t 

the east and the west boundaries of t h i s p o o l are 

p r e t t y c e r t a i n because your east/west seismic l i n e 

v e r y d e f i n i t e l y d e f i n e those f a u l t l i n e s , d i d they 

not ? 

A. Th i s Commission i s v e r y f a m i l i a r w i t h 

s eismic t e c h n i q u e s and t h e i r accuracy, which i s 

sometimes l i m i t e d . 

Q . I understand. 

A. W i t h i n the c a p a b i l i t y t o i n t e r p r e t the 

d at a, yes . 

Q. At l e a s t your E x h i b i t s 3 and 4 have p r e t t y 

w e l l d e f i n e d the l i m i t s of the p o o l based on t h a t 

s e i s m i c , then ? 

A. Yes , s i r . 

Q. And i t ' s w i t h i n those f a u l t l i n e s ? You 

have c o n t a i n e d i t w i t h i n them? 

A. Yes. 

Q. Can you t e l l me why i t i s necessary t o have 

a 6 5 0 - b a r r e l a l l o w a b l e ? 

A. We do not want t o l i m i t the Yates 

p r o d u c t i v i t y i n t h e i r gas farm. 

Q. And t h a t i s b a s i c a l l y your s o l e reason f o r 
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p i c k i n g 650 b a r r e l s as a l i m i t ? You j u s t don't want 

t o u n f a i r l y t r e a t Yates? 

A. There i s another f a c t o r , i n t h a t i f we do 

not produce our gas at an adequate r a t e , we w i l l 

recover no o i l . T h i s w i l l be discussed by the 

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

Q. So at l e a s t your u n d e r s t a n d i n g i s t h a t you 

won't have an o i l w e l l out t h e r e unless you produce 

s i g n i f i c a n t amounts of gas? 

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

Q. And a g a i n , the 20,000 t o 1 GOR t h a t you're 

r e q u e s t i n g , again I b e l i e v e you t e s t i f i e d t h a t the 

reason t h a t you p i c k e d such a h i g h GOR was because you 

d i d not want t o p e n a l i z e Yates? 

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

we were r u n n i n g GORs anywhere from 9,000 t o 1 up t o 

15,000 t o 1. I t a l s o came w i t h s l i g h t l y above what 

our t e s t s i n d i c a t e d . 

Q. Did you compute the g a s / o i l r a t i o i f you 

were p r o d u c i n g 350 b a r r e l s at 3.5 m i l l i o n , what t h a t 

g a s / r a t i o i s ? 

A. I t was about 9,000 t o 1. 

Q. 9,000 t o 1? 

A. Yes, s i r . 

Q. So b a s i c a l l y , from t h e - -
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A. At a lower r a t e i t was a hig h e r GOR, which 

i s r a t h e r anomalous f o r t h i s type of a r e s e r v o i r . 

Q. So b a s i c a l l y , at l e a s t at t h i s t i m e , i n 

your t e s t i n g s you have not at l e a s t proven a need f o r 

a GOR of 20,000 t o 1 out of your w e l l ? 

A. No. Our h i g h e s t GOR at the lowest r a t e 

t h a t would produce o i l was about 15- t o 16,000 t o 1. 

There w i l l be an exact number w i t h the next w i t n e s s . 

Q. Now, i s t h e r e any doubt i n your mind, Mr. 

Ahlen, t h a t the P a t h f i n d e r #6 w e l l , the #3 w e l l , which 

are both Yates wheels, and the McBride w e l l which i s a 

Stevens O p e r a t i n g w e l l , i s t h e r e any doubt i n your 

mind t h a t those t h r e e w e l l s are s i t t i n g i n the same 

po o l or i n communication w i t h each o t h e r ? 

A. No doubt i n my mind. I t h i n k t h e y ' r e q u i t e 

w e l l connected by f r a c t u r i n g w i t h i n the p o o l i t s e l f , 

as w e l l as being the same s t r a t i g r a p h i c h o r i z o n . 

Q. Now, Mr. Ahlen, you're b a s i c a l l y f a m i l i a r 

w i t h the p r o p o s i t i o n t h a t some o i l w e l l s do have, as a 

d r i v e mechanism, a gas cap, i s t h a t c o r r e c t ? 

A. Yes , s i r . 

Q. I f one d e p l e t e s the gas cap too r a p i d l y , 

hasn't i t been proven by the i n d u s t r y t h a t t h a t could 

a l s o r e s u l t i n a l o s s i n r e c o v e r a b l e o i l ? 

A. Oh, yes. That's why we're a s k i n g f o r a 
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temporary t e s t i n g a l l o w a b l e o n l y . We have a b s o l u t e l y 

no i n t e n t i o n of making t h i s a permanent r u l i n g . We 

need t o f i n d out a d d i t i o n a l i n f o r m a t i o n b e f o r e 

permanent r u l e s are e s t a b l i s h e d f o r the p o o l . 

Q. At l e a s t you do recog n i z e and Stevens 

Op e r a t i n g recognizes t h a t i f we d i d make a mistake out 

here we could h u r t o u r s e l v e s , both Yates Petroleum 

C o r p o r a t i o n and Stevens, i f you unduly d e p l e t e d t h a t 

gas cap? 

A. A b s o l u t e l y . Stevens wants the g r e a t e s t 

r e t u r n on t h e i r i n v e s t m e n t . I t ' s obvious t h a t the o i l 

i s much more v a l u a b l e than the gas i n t h i s p o o l . 

MR. CARROLL: May I have j u s t a second, Mr. 

Examiner? (Pause) Just a couple more q u e s t i o n s , Mr. 

Catanach. 

Q. Mr. Ahlen, you made the pronouncement t h a t , 

i n your o p i n i o n , an ad o p t i o n t h a t what Stevens O i l i s 

pr o p o s i n g here would p r e v e n t waste, i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. I f what Stevens O i l i s p r o p o s i n g would 

cause an unnecessary d e p l e t i o n of the gas cap, i . e . , 

t h e r e might be other ways of t e s t i n g , wouldn't you 

consider t h a t unnecessary d e p l e t i o n of the gas cap 

waste al s o ? 

A. Not r e a l l y , so lo n g as we st a y w i t h i n two 
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or t h r e e p e r c e n t of the t o t a l r e s e r v o i r volume. I 

don't t h i n k t h a t would c o n s t i t u t e i r r e p a r a b l e waste. 

Q. I f we're t r y i n g t o determine what's 

w a s t e f u l and n o t , we need t o p r e t t y w e l l have a handle 

on what the r e s e r v o i r volume i s ? 

A. Yes, s i r . 

Q. Because i f we miss our guess on how b i g the 

r e s e r v o i r i s , then we could be m i s s i n g our guess on 

p r e d i c t i n g how much damage we may be doing t o t h a t gas 

cap, i . e . , r e d u c i n g i t by one or two per c e n t as 

opposed t o 10 or 12 pe r c e n t ? 

A. There's no chance, I don't t h i n k , t h a t we 

would be p r o d u c i n g 10 t o 12 pe r c e n t of the gas i n 

place by the t e s t i n g t h a t we're p r o p o s i n g . 

Q. Have you done or performed any s t u d i e s w i t h 

numbers t o t e l l you t h a t ? 

A. I have heard some but what I t e l l you would 

be o n l y hearsay, and I p r e f e r not t o do t h a t . 

Q. So you're basing t h a t s t a t e m e n t , t h e n , upon 

other person's work or — 

A. Q u a l i f i e d persons, yes, s i r . 

Q. A l l r i g h t . Now, you've a l s o s t a t e d t h a t 

w i t h respect t o the harm t h a t Stevens O i l would be 

e x p e r i e n c i n g i f they d i d n ' t a l l o w t h i s t o happen, I 

b e l i e v e you b a s i c a l l y made i t or summed i t up i n the 
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statement t h a t Stevens would not be able t o produce 

t h e i r r i g h t f u l share of the o i l and gas i n p l a c e , and 

t h a t ' s what you're w o r r i e d about. 

W e l l , i f the Commission were t o adopt, 

l e t ' s say, more r e s t r i c t i v e g u i d e l i n e s f o r the t e s t i n g 

of t h i s area, i . e . , a s h o r t e r time p e r i o d , l e s s e r 

amounts of o i l t o be produced, and a lower GOR, i f 

t h a t was a p p l i c a b l e t o a l l p a r t i e s i n t h i s p o o l , then 

Stevens O i l would not be unduly or u n f a i r l y harmed, 

would they? 

A. I t depends i f the a l l o w a b l e i s lowered t o 

such an e x t e n t t h a t we can't produce any o i l at a l l t o 

ev a l u a t e the r e s e r v o i r . We need an adequate amount of 

gas p r o d u c t i o n t o get the o i l t o the s u r f a c e . We 

cannot do t h a t on a GOR of 2,000 t o 1. That's a l r e a d y 

been demonstrated t o us by our w e l l t e s t i n g . I should 

say, a s t a t e - w i d e r u l e . 

Q. The s t a t e - w i d e r u l e s d i c t a t e a 2,000 t o 1? 

A. Yes, s i r . 

Q. Are you aware of any other o i l w e l l s i n 

t h i s area t h a t have a p r o r a t i o n set at 320 acres? 

A. I am not aware of any anywhere. 

Q. T h i s would be a f i r s t t i m e , would i t n o t , 

at l e a s t i n Southeastern New Mexico? 

A. Yes. Remember, we p r i m a r i l y set up the 320 
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t o accommodate a 320-acre gas u n i t i m m e d i a t e l y 

o f f s e t t i n g us t o the n o r t h . 

Q. A l l of these w e l l s were d r i l l e d on 320s 

c o n t e m p l a t i n g t h a t t h e y would be gas w e l l s , 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. Why would you leave the #6 w e l l out of t h i s 

p o o l ? 

A. Because i t ' s an o i l w e l l . 

Q. But i t i s i n communication w i t h the other 

two w e l l s , though? 

A. Yes. 

Q. The McBride w e l l i s a l s o an o i l w e l l ? 

A. We t h i n k so. 

Q. What b a s i s , t h e n , would you have f o r 

l e a v i n g i t o u t , i f we got your p o o l as an o i l p o o l and 

t h a t ' s an o i l w e l l and i t ' s a d j a c e n t t o i t ? 

A. We would be w i l l i n g t o i n c l u d e i t , i f Yates 

would so e l e c t . 

MR. CARROLL: I pass the w i t n e s s . 

MR. STOVALL: Any r e d i r e c t ? 

MR. CARR: A l i t t l e b i t . 

MR. BRUCE: I have j u s t one q u e s t i o n . 

EXAMINER CATANACH: Go ahead, Mr. Bruce. 
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EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Ahlen, what i s the ba s i s f o r r e q u e s t i n g 

o n l y lay-down u n i t s i n t h i s pool? 

A. The b a s i s i s t h a t ' s the p r e v i o u s l y e x i s t i n g 

c o n f i g u r a t i o n of the p r o r a t i o n u n i t s . 

Q. I n oth e r words, the f i r s t two w e l l s were 

lay-down u n i t s , i n e f f e c t ? 

A. Yes, s i r . 

MR. BRUCE: Thank you. 

REDIRECT EXAMINATION 

BY MR. CARR: 

Q. Mr. Ahlen, i n response t o q u e s t i o n s by Mr. 

C a r r o l l , you s t a t e d t h a t d e p l e t i n g a gas cap could 

harm a r e s e r v o i r , i s n ' t t h a t c o r r e c t ? 

A. Yes. 

Q. I s t h a t your c o n c l u s i o n i n regard t o t h i s 

p a r t i c u l a r r e s e r v o i r , t h a t t h a t i s going t o occur? 

A. With the l i m i t e d temporary a l l o w a b l e t h a t 

we're r e q u e s t i n g , I do not f e e l as though we w i l l 

o v e r l y damage the r e s e r v o i r i n t h i s i n s t a n c e . We need 

a d d i t i o n a l i n f o r m a t i o n t o develop what the r e a l s t o r y 

i s i n the p o o l . 

Q. Before you can reach t h a t c o n c l u s i o n , what 

do you have t o know about the water d r i v e ? 
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A. You have t o know whether i t i s a c t i v e or 

no t , f i r s t , then you need t o know the degree of 

a c t i v i t y , whether i t ' s a 50-percent water d r i v e , 

75-percent water d r i v e or 10-percent water d r i v e . 

Q. With the data a v a i l a b l e now, do you know 

t h a t ? 

A. A b s o l u t e l y n o t . 

Q. Would i t be h e l p f u l t o know whether you 

have o i l s a t u r a t e d rock i n the gas zone? 

A. Yes , i t w ou I d . 

Q. Do you know t h a t now? 

A. We do n o t . 

Q. Now, we t a l k e d about w e l l s i n t h i s area and 

whether or not you're aware of any other o i l w e l l t h a t 

has t h i s s o r t of sp a c i n g . Are you aware of any other 

o i l w e l l i n the area t h a t i s d i s p l a y i n g t h e p r o d u c i n g 

c h a r a c t e r i s t i c s of the Stevens w e l l i n S e c t i o n 28? 

A. Yes. Up i n the Foor Ranch, Fred Pool has a 

gas w e l l t h a t a c t u a l l y produces o i l along w i t h the 

gas. He has a second w e l l i n the same s e c t i o n , 

S e c t i o n 13, t h a t produces condensate. So t h e r e v e r y 

d e f i n i t e l y are other w e l l s i n t h i s area t h a t are o i l 

pool s w i t h a gas cap. Now, i n Foor Ranch, the o i l 

r i n g i s e x t r e m e l y t h i n and p r o b a b l y i s not e f f e c t i v e . 

Q. Would i t be comparable t o t h e s i t u a t i o n you 
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see i n t h i s r e s e r v o i r ? 

A. Yes, s i r . 

Q. When the a p p l i c a t i o n was made f o r these 

p a r t i c u l a r r u l e s , are you aware of what the s t a t u s of 

the #6 w e l l was at t h a t time? 

A. I t hadn't even s t a r t e d d r i l l i n g y e t . 

Q. I s t h a t one of the reasons i t was not 

i n c l u d e d i n the pool? 

A. That's c o r r e c t . 

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

MR. STOVALL: I have a r a t h e r unusual 

s i t u a t i o n or request here at t h i s p o i n t i n the 

h e a r i n g . I n l i s t e n i n g t o Mr. C a r r o l l ' s 

c r o s s - e x a m i n a t i o n , both the Examiner and myself are 

not q u i t e c e r t a i n where Yates i s coming from and what 

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

I t h i n k , b e f o r e you speak, Mr. C a r r o l l , I 

t h i n k what we would l i k e t o ask at t h i s p o i n t , and 

then w e ' l l g i v e Mr. Bruce a l s o , i f you care t o do so 

on b e h a l f of Marsh, t h a t would be f i n e , but i f you 

would j u s t make a ve r y b r i e f statement of the concerns 

so t h a t when we l i s t e n t o the c r o s s - e x a m i n a t i o n and 

your w i t n e s s e s , we can have some idea what your 

p o s i t i o n i s . Then, Mr. Carr, i f you have any concerns 

t h a t you would l i k e t o respond t o i n c l a r i f y i n g your 
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p o s i t i o n , f i n e . I t h i n k we understand Stevens' 

p o s i t i o n , but not Yates* at t h i s p o i n t . 

MR. CARROLL: F i n e . The d i s c o v e r y w e l l out 

here i s the #3 w e l l , and i t was d r i l l e d a l i t t l e over 

a year ago. We thought we had a gas w e l l . There was 

no l i n e t o produce t h a t w e l l i n t h a t area at the time 

i t was d r i l l e d . 

Yates entered i n t o n e g o t i a t i o n s , 

Transwestern agreed t o b u i l d , and i t ' s o n l y j u s t been 

r e c e n t l y b u i l t out t o t h i s area. So the w e l l has 

never been produced or r e a l l y t e s t e d , other than j u s t 

the i n i t i a l t e s t i n g and what have you. 

Then the McBride w e l l was d r i l l e d and then 

we began d r i l l i n g t he #6 w e l l , and the r e s u l t s t h a t we 

became aware of from the McBride w e l l and the #6 w e l l , 

changed our t h i n k i n g t h a t we may not have a gas w e l l , 

we may have an o i l p o o l out here w i t h a gas cap. 

We're v e r y concerned about i t because we 

co u l d n ' t d e p l e t e the gas cap. We f e e l t h a t t h i s 

r e s e r v o i r i s a l i m i t e d r e s e r v o i r as d e f i n e d by our 

se i s m i c , which we w i l l t e s t i f y t o , and t h a t the 

temporary r u l e s t h a t are being requested by Stevens 

O i l c o u l d , r e a l i s t i c a l l y , d e p l e t e as much as 10 t o 15 

per c e n t of t h a t gas cap i n the nine months, or even 

s h o r t e r p e r i o d . This i s why we are here , because t h a t 
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c o u l d , i n e f f e c t , cut i n h a l f the amount of 

re c o v e r a b l e o i l . And w e ' l l t e s t i f y about the reserves 

which we p r e d i c t . 

What we are going t o propose, t h e n , i n 

o p p o s i t i o n or f o r c o n s i d e r a t i o n of the Commission, i s 

t h a t we a r e , r i g h t now, i n v o l v e d i n some v e r y 

e x t e n s i v e t e s t i n g on both the #3 and the #6 w e l l . We 

would propose temporary r u l e s f o r 90 days. We would 

ask t h a t we l i m i t the b a r r e l s t o 222 b a r r e l s , and the 

GOR t o the s t a t e - w i d e r u l e s , i t ' s 2,000 t o 1. 

We f e e l t h a t t h a t would a l l o w the k i n d of 

t e s t i n g t h a t i s necessary out t h e r e t o determine what 

k i n d of r e s e r v o i r we have w i t h o u t t a k i n g the r i s k of 

d e p l e t i n g the gas cap. And our t e s t i m o n y w i l l be 

d i r e c t e d at t h a t , I t h i n k , and t h a t ' s what we're going 

t o propose t o the Commission as a s o l u t i o n . 

MR. STOVALL: Mr. Bruce, d i d you have 

a n y t h i n g you wanted t o add? 

MR. BRUCE: No. We don't oppose Stevens' 

a p p l i c a t i o n . We're j u s t here f o r i n f o r m a t i o n . We're 

an o f f s e t t i n g i n t e r e s t owner — work i n g i n t e r e s t owner. 

MR. STOVALL: Mr. Carr, d i d you need t o 

c l a r i f y i n any way? Mr. Ahlen, we're not examining 

you at t h i s p o i n t . We j u s t want t o know where we're 

coming from. 
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MR. CARR: B a s i c a l l y , our p o s i t i o n i s t h a t 

we have a r e s e r v o i r t h a t i s p e r f o r m i n g i n a way t h a t 

was not i n i t i a l l y a n t i c i p a t e d , t h a t what i s needed now 

i s the a c q u i s i t i o n of a d d i t i o n a l i n f o r m a t i o n . And 

what we have proposed, we t h o u g h t , would enable us t o 

o b t a i n t h a t i n f o r m a t i o n and, at the same t i m e , not 

pose problems f o r the o f f s e t t i n g Yates w e l l s . 

I can t e l l you now t h a t the recommendation 

t h a t Mr. C a r r o l l has j u s t proposed has t o be 

u n s a t i s f a c t o r y t o us because w i t h the l i m i t s they've 

imposed, not the 90 days as much as the g a s / o i l r a t i o , 

i t ' s s i m p l y going t o be i m p o s s i b l e t o produce any 

o i l . The q u e s t i o n becomes, when you have s u b s t a n t i a l 

volumes of o i l under your t r a c t , you have w e l l s t h a t 

a r e n ' t p e r f o r m i n g l i k e you would expect, what you have 

t o do i s t o be able t o a c q u i r e i n f o r m a t i o n so you can 

make some informed judgments and not be r e s t r i c t e d t o 

pro d u c i n g some gas from a w e l l t h a t i s i n an o i l p o o l 

w h i l e other w e l l s i n the p o o l produce the o i l t h a t ' s 

under your t r a c t . That's where we a r e . I t ' s 

com p l i c a t e d and i t ' s not what anybody, I t h i n k , 

expected when the w e l l s were i n i t i a l l y d r i l l e d . 

MR. STOVALL: U s u a l l y we can f i g u r e o u t , 

coming i n , what the opponents are s a y i n g . T h i s time 

i t was r e a l l y u n c l e a r . 
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( D i s c u s s i o n o f f the r e c o r d . ) 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Ahlen, you're p r e t t y c o n f i d e n t t h a t 

what you re d e a l i n g w i t h i s an o i l r e s e r v o i r ? 

A. Yes , s i r . 

Q. With a gas cap? 

A. Yes , s i r . 

Q. On what b a s i s , besides l e a s e h o l d i n t e r e s t 

or a n y t h i n g e l s e , are you p r o p o s i n g the 320-acre 

spac i n g ? 

d i d n ' t want t o p e n a l i z e Yates Petroleum C o r p o r a t i o n 

because they had a gas w e l l . I t was completed as a 

gas w e l l and we knew n o t h i n g d i f f e r e n t u n t i l j u s t a 

few days ago. What they have, the y have now 

recompleted t h e i r gas w e l l t o a w e l l t h a t w i l l produce 

o i l . 

Q. I see. So you don't have any t e c h n i c a l 

support t o j u s t i f y your p o s i t i o n t h a t these w e l l s w i l l 

d r a i n 320 acres ? 

A. No, s i r . 

Q. How deep are these w e l l s , Mr. Ahlen? Let 

me rephrase t h a t . I n terms of a depth b r a c k e t 

a l l o w a b l e , what would they r e c e i v e ? 

A. I t i s p r i m a r i l y an i n d i c a t i o n t h a t we 
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A. 6,000 t o 7,000 f e e t . The deepest w e l l i s 

the d r y hole t o the n o r t h , and i t ' s 7,216 f e e t deep. 

The other w e l l s are 500 f e e t s h a l l o w e r than t h a t . 

Q. How d i d you a r r i v e a t your 650 b a r r e l s a 

day a l l o w a b l e ? 

A. J u s t took 160-acre depth b r a c k e t f i g u r e and 

doubled i t . No? Excuse me. There's a b e t t e r w i t n e s s 

t o t h a t . 

Q. I was going t o t e l l you t h a t was 

i n c o r r e c t . As I understand i t , you have not done any 

c a l c u l a t i o n s t o determine the volume of gas? 

A. That i s c o r r e c t . I have n o t . 

Q. I s the Stevens w e l l c u r r e n t l y j u s t 

completed below the g a s / o i l c o n t a c t ? 

A. I t has p e r f o r a t i o n s i n the gas column and 

the o i l column. They are a l l open. I t has been 

t e s t e d - - a l l of those p e r f o r a t i o n s have been t e s t e d 

s i m u l t a n e o u s l y . We have a l s o t e s t e d i t w i t h a packer 

at what we consider t o be the g a s / o i l c o n t a c t . We 

have produced w i t h an annulus o n l y , i n the gas zone 

o n l y , we've a l s o produced t h r o u g h the t u b i n g i n the 

o i l zone o n l y . 

We have done e x t e n s i v e t e s t i n g a t t e m p t i n g 

t o e v a l u a t e a l l these t h i n g s , but we h e s i t a t e t o t e s t 

t o o much because i t ' s a waste of n a t u r a l r e s o u r c e . 
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When we vent t h a t gas, i t ' s l o s t f o r e v e r and we los e 

money, j u s t as Yates does. That's why we don't want 

t o do ex t r e m e l y e x t e n s i v e t e s t i n g and waste money. We 

would much r a t h e r do i t i n t o t h e p i p e l i n e . 

Q. You mentioned one t e s t t h a t you had 

conducted t h a t you recovered 350 b a r r e l s a day at 3.5 

m i l l i o n c u b i c f e e t a day. I s t h a t from both zones, 

from a l l the zones open? 

A. No. That was from one of the zones o n l y . 

There w i l l be t e s t i m o n y t o those exact t e s t s i n j u s t a 

few moments. 

Q. You t e s t i f i e d t h a t your t e s t i n g d i d 

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

A. Yes, the t e s t i n g does i n d i c a t e t h a t , as 

w e l l as the d r i l l i n g c h a r a c t e r i s t i c s , as w e l l as 

re f e r e n c e t o the r e s i s t i v i t y l o g t h a t we d i d r u n . On 

hearsay evidence, the Yates w e l l s a l s o are h i g h l y 

f r a c t u r e d . They ran devices i n the hole t h a t more 

e x a c t l y t r e a t t h a t s u b j e c t . I have not seen those 

l o g s , though. 

EXAMINER CATANACH: I t h i n k t h a t ' s a l l I 

have f o r now. The w i t n e s s may be excused, i f t h e r e ' s 

n o t h i n g f u r t h e r . 

MR. CARR: Nothi n g f u r t h e r . 

MR. CARROLL: No. 
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EXAMINER CATANACH: L e t ' s take a 10-minute 

break . 

(Thereupon, a recess was taken.) 

EXAMINER CATANACH: C a l l the h e a r i n g back 

t o o r d e r . Mr. Carr, you may proceed. 

MR. CARR: At t h i s time we c a l l Mr. 

Davis. 

PAUL H. DAVIS 

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

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

EXAMINATION 

BY MR. CARR: 

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

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

A. Paul H. Davis. 

Q. Mr. Davis, where do you r e s i d e ? 

A. I n Mid l a n d , Texas. 

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

A. I work f o r W i l l i a m s o n Petroleum C o n s u l t a n t s 

as a c o n s u l t i n g engineer. 

Q. Have you been employed as a c o n s u l t i n g 

engineer by Stevens O p e r a t i n g C o r p o r a t i o n i n t h i s 

case ? 

A. Yes, I hav e. 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e the 
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New Mexico O i l Co n s e r v a t i o n D i v i s i o n ? 

A. Yes, s i r , I have. 

Q. How long ago was t h a t ? 

A. I t ' s been a p p r o x i m a t e l y 10 years ago. 

Q. Could you b r i e f l y review f o r Mr. Catanach 

your e d u c a t i o n a l background and work experience? 

A. C e r t a i n l y . I spent 19 years w i t h a major 

o i l company; s i x years of t h a t was as a f i e l d 

e n g i n e e r , seven years as a r e s e r v o i r e n g i n e e r , and 

another s i x years as a u n i t i z a t i o n and p r o r a t i o n 

e n g i n e e r . A f t e r t h a t I went t o work f o r W i l l i a m s o n 

and I've worked f o r them f o r the past 10 years i n 

p r i m a r i l y r e s e r v o i r work. 

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

i n t h i s case on b e h a l f of Stevens O p e r a t i n g 

Corporat i o n ? 

A. Yes, I am. 

Q. Have you made a study of the area? 

A. Yes, I hav e. 

MR. CARR: We tender Mr. Davis as an exp e r t 

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

EXAMINER CATANACH: He i s SO q u a l i f i e d ' . 

Q. Mr. Davis, have you prepared 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 here today? 

A. Yes, I have . 
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Q. Would you r e f e r t o what has been marked as 

Davis E x h i b i t 5, i d e n t i f y t h i s e x h i b i t and then review 

i t f o r the Examiner? 

A. Yes. E x h i b i t No. 5 i s a r e p o r t from 

Schlumberger Well S e r v i c e s i n r e f e r e n c e t o p r o d u c t i o n 

l o a d i n g and t e s t i n g which they d i d on the McBride 

Sta t e Com. Well #1. T h i s t e s t i n g was done t o 

undertake an e x t e n s i v e t e s t i n g program t o determine 

two t h i n g s : One was the p r o d u c i n g r a t e s from 

p a r t i c u l a r zones, and the other was the type of f l u i d 

from each zone. 

I n order t o accomplish t h i s purpose, 

Schlumberger measured f o u r d i f f e r e n t q u a n t i t i e s 

s i m u l t a n e o u s l y and used them t o come up w i t h 

s o l u t i o n s — w i t h answers. The f i r s t measuring device 

they used was an adaptable Packer flowmeter which, i n 

essence, measures the r a t e of f l o w u s i n g a spinner 

survey. I t a l s o i n c o r p o r a t e s a f l e x i b l e diaphragm 

t h a t puts a l l of the f l u i d t h r o u g h t h a t spinner 

survey. 

The second device they used was a 

gradiomanometer. This measures the d i f f e r e n t i a l 

p r e s s ure between two p o i n t s , and i t s p r i m a r y purpose 

i s t o determine the f l u i d d e n s i t y i s at any plac e and 

als o t o d i s t i n g u i s h what i s the gas and o i l and 
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water. 

The t h i r d d evice t h a t was used i s a 

temperature survey, and t h i s i s t o get a temperature 

p r o f i l e under s t a t i c c o n d i t i o n s and then t o get one 

under f l o w i n g c o n d i t i o n s , and make comparisons w i t h 

t h a t temperature p r o f i l e and make d e t e r m i n a t i o n s from 

t h a t . 

The f o u r t h and f i n a l d e v i c e t h a t was used 

i s c a l l e d a manometer, and t h i s i s sim p l y a pressure 

measuring de v i c e i n the hole and i t s i m p l y measures 

bottomhole p r e s s u r e , and i t ' s used t o make c o r r e c t i o n s 

from r e s e r v o i r c o n d i t i o n s t o s u r f a c e c o n d i t i o n s i n the 

c a l c u l a t i o n s . 

So, a l l f o u r of these surveys are run 

s i m u l t a n e o u s l y . We have the r e s u l t s of fou r d i f f e r e n t 

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

would l i k e t o review. I f y o u ' l l t u r n back t o — 

Q. Are these the log s t h a t are a t t a c h e d t o the 

r e p o r t ? 

A. That's c o r r e c t , as f i g u r e s 1 t h r o u g h 4. 

Q. Would you go t o f i g u r e 1, i d e n t i f y which 

t e s t t h i s was and then e x p l a i n the r e s u l t s ? 

A. Okay. F i g u r e 1 i s the l o g t h a t d e p i c t s t he 

w e l l i n a s h u t - i n c o n d i t i o n . I t h i n k I need t o 

perhaps go over what the curves are and how th e y 
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r e l a t e t o each other so t h a t we can have some 

un d e r s t a n d i n g of what we're l o o k i n g a t . 

The curve on the l e f t i s the Gamma Ray 

cur v e , j u s t a standard Gamma Ray curv e . Just t o the 

r i g h t of t h a t , and almost on top of the c e n t e r l i n e of 

the l e f t - h a n d t r a c k , you can see t h a t i t d e p a r t s from 

t h a t down i n the lower p a r t of the c u r v e , i s the 

manometer or pres s u r e r e a d i n g . Y o u ' l l n o t i c e t h a t i t 

changes i n g r a d i a n t at about 6345, from a slope t o 

j u s t a s t r a i g h t l i n e . 

The next t h i n g I wanted t o p o i n t out was 

the p e r f o r a t i o n s which are j u s t t o the l e f t of the 

bore h o l e . They're numbers and s t a r t w i t h number 

t h r e e near the t o p , number one and two being packer 

r e f l e c t i o n s , and they do s k i p c e r t a i n numbers but 

t h a t ' s because t h e r e ' s two p e r f o r a t i o n s , t o o c l o s e t o 

each other t o get both of them on here. These are the 

p e r f o r a t i o n s t h a t are i n the w e l l . 

The l o g s on the r i g h t - h a n d s i d e of the l o g , 

f i r s t of a l l , i t ' s been h i g h l i g h t e d i n y e l l o w , i s the 

temperature survey. This temperature survey goes, as 

i n d i c a t e d above, from 120 t o 130 degrees F a h r e n h e i t . 

The blue curves are f l u i d d e n s i t y , which i s measured 

by the gradiomanometer, and the s o l i d l i n e i s the 

f l u i d d e n s i t y and i t s s c a l e i s at the top and i t goes 
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from zero t o one t o two. One i n the ce n t e r would be 

the d e n s i t y of water i n grams per cc. The dashed 

l i n e s , t h e n , t h a t are a l s o h i g h l i g h t e d i n b l u e , are 

n o t h i n g more than j u s t an a m p l i f i e d f l u i d d e n s i t y , and 

we do not have a scal e on here t o t e l l what those 

s p e c i f i c values a re. 

Now, the s p e c i f i c g r a v i t y , f o r i n s t a n c e , 

t h a t ' s shown on the blue c u r v e , would have a r e a d i n g 

of a p p r o x i m a t e l y 1.4, which we know i s p r o b a b l y much 

higher than what the f o r m a t i o n of water a c t u a l l y i s , 

and so Schlumberger e x p l a i n e d t h a t by sayi n g t h a t 

t h e r e were m a t e r i a l s t h a t got i n t o t h e i r t o o l on the 

way down and as a r e s u l t i t always gave a hig h e r 

r e a d i n g than what i t should g i v e , but i t ' s r e l a t i v e . 

So t h i s i s a q u a l i t a t i v e type l o g r a t h e r than a 

qu ant i t at i v e . 

Q. What does i t show you? 

A. T h i s p a r t i c u l a r l o g shows, down at the 

bottom, a depth of 6347 f e e t t h e r e i s a change i n the 

d e n s i t y t o show t h a t we've gone from the water i n t o 

the o i l column. 

J u s t above t h a t , t h e n , at 6334, t h e r e ' s a 

second change i n r a t e . I t shows where the gas i s . 

Thi s i s where the f l u i d s are i n the w e l l b o r e and they 

don't n e c e s s a r i l y r e f l e c t where they are i n the w e l l 
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format i on. 

Now, i n c i d e n t a l l y , f o r i n s t a n c e on t h i s 

p a r t i c u l a r one, we've had the o i l / w a t e r c o n t a c t at 

6405, which i s j u s t almost down o f f the page. That's 

the f o r m a t i o n f o r o i l / w a t e r c o n t a c t . 

Q. L e t ' s go t o f i g u r e 2 and I would ask you t o 

review what's shown t h e r e o n . 

A. On f i g u r e 2, we have the same l o g s . We 

have added one a d d i t i o n a l l o g at t h i s t i m e , of course, 

because t h i s f i g u r e 2 i s w i t h the w e l l f l o w i n g at a 

r a t e of 2.6 m i l l i o n c ubic f e e t per day and 250 b a r r e l s 

of o i l per day. L e t ' s go on a curve-by-curve b a s i s , 

s i m i l a r t o what we d i d b e f o r e . 

The pressure g r a d i a n t on the l e f t has 

changed the g r a d i a n t . You can see t h a t i n s t e a d of 

f o l l o w i n g the c e n t e r , the l e f t - h a n d l o g s t r a i g h t up, 

i t i s b e a r i n g t o the l e f t , i n d i c a t i n g a lower pressure 

at t h a t p o i n t , which means t h a t t h e r e i s gas i n the 

column and t h a t ' s what i t i s l i k e i n the column at 

t h a t p o i n t . I t i s more co n s t a n t g r a d i a n t . 

The f l u i d d e n s i t y curve has a d e f l e c t i o n 

t h a t ' s moved up from the l a s t curve from about 6347 t o 

6327, and the temperature curve has a d e f l e c t i o n a l s o 

at about 6322, and t h i s d e f l e c t i o n here can be 

i n t e r p r e t e d as o i l e n t e r i n g . 
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The curve t h a t we mentioned, the red c u r v e , 

which i s the f i r s t time we've seen i t , t h i s i s the 

r e s u l t s of the spinner survey. I f you s t a r t at the 

bottom from t h a t , w e ' l l n o t i c e i t shows zero f l u i d 

e n t r y at a p o i n t about 6348. I need t o back up one 

time because t h e r e on the r i g h t - h a n d p a r t of the bore 

h o l e , i t has l i t t l e d o t s . Those dots i n d i c a t e where 

the s pinner survey was taken at each survey as you go 

up the h o l e . There was p r o b a b l y some movement i n the 

bore h o l e down below the i n d i c a t e d p o i n t t h e r e at 

6334, because the spinner w i l l not operate at r a t e s 

below 10 b a r r e l s of o i l per day. 

We can t e l l from the d e n s i t y curve t h a t 

t h e r e ' s m o s t l y gas movement above 6332, and mos t l y o i l 

movement below t h a t p o i n t . I f we f o l l o w t h e red curve 

from the bottom, at the p o i n t t h e r e a t 6314, i t s t i l l 

shows the 250 b a r r e l s of o i l per day which i s the 

maximum t h a t w i l l produce from t h i s w e l l at t h i s ^ r a t e , 

and j u s t some gas. 

The next p o i n t up shows m o s t l y gas e n t r y , 

and as the spinner survey i s moved up the h o l e , we 

show more and more gas p r o d u c t i o n but w i t h the same 

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

Q. An y t h i n g e l s e on f i g u r e 2? 

A. I might mention one t h i n g on the f l u i d 
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d e n s i t y curve. I t k i n d of gets wavy up towards the 

top of i t , and we f e e l l i k e i t ' s due t o changes i n the 

gas column. There's an i n c r e a s e i n gas i n the 

1iqu i d s . 

Q. Le t ' s go now t o f i g u r e 3. Could you 

e x p l a i n what t h i s shows? 

A. F i g u r e 3, we reduced the f l o w r a t e from 2.6 

m i l l i o n a day t o 1.5 m i l l i o n a day, and at t h i s r a t e 

we get 50 b a r r e l s of o i l per day along w i t h i t , as 

opposed t o the 250 b a r r e l s a day we get at the 2.6 

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

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

100 p e r c e n t of the o i l comes from below 6314 d e p t h , 

because t h a t ' s the f i r s t i n t e r v a l where we show the 50 

b a r r e l s per day which i s the maximum f l u i d e n t r y t h a t 

we show at t h i s r a t e . T h i s doesn't have the l i n e a r 

shape of the curve t h a t we had at the h i g h e r r a t e . 

We don't see a l o t of gas e n t r y , r e a l l y , 

u n t i l we get up t o around 3258, where i t d e p a r t s and 

goes i n t o h i g h e r gas r a t e s . As an example of t h a t , 

from the t h r e e p e r f o r a t i o n s above 6248, 58 pe r c e n t of 

the gas comes from t h e r e . I f we look at the v e r y top 

p e r f o r a t i o n , the number t h r e e , over 29 p e r c e n t of the 

t o t a l gas e n t e r i n g the w e l l comes from t h a t one 

p e r f o r a t i o n . 
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Q. Le t ' s go on t o f i g u r e 4. 

A. I n f i g u r e 4, we begin t o reduce the r a t e of 

flo w at t h i s time t o 680 Mcf per day, and we've got 

zero o i l p r o d u c t i o n as a r e s u l t of i t . I f you look at 

the spinner survey, we show t h a t over 100 pe r c e n t of 

the gas i s e n t e r i n g above 6274 w i t h no movement i n the 

w e l l b o r e below t h a t p o i n t . 

Q. Mr. Davis, what c o n c l u s i o n s can you draw 

from t h i s i n f o r m a t i o n ? 

A. I t h i n k one of the c o n c l u s i o n s I have would 

be i n the next e x h i b i t , i f we c o u l d . 

Q. Le t ' s go t o E x h i b i t No. 6. I would ask you 

t o i d e n t i f y t h i s ? 

A. Okay. E x h i b i t No. 6 i s k i n d of a g r a p h i c 

i l l u s t r a t i o n of the f o u r l o g s t h a t we j u s t looked a t . 

One t h i n g , of course, t h a t ' s e v i d e n t from the t e s t s 

t h a t were r u n , the w e l l was pr o d u c i n g o i l from the 

lower p e r f o r a t i o n s and gas from the upper 

p e r f o r a t i o n s . I t h i n k t h a t ' s b a s i c . 

As the gas r a t e decreases, the o i l a l s o 

decreases u n t i l you get t o t h e 680 Mcf per day, at 

which no o i l i s produced. That we can demonstrate on 

t h i s p a r t i c u l a r l o g by showing those l e v e l s w i t h i n the 

w e l l b o r e t o the f i r s t f l u i d movement at the v a r i o u s 

r a t e s of f l o w . 
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I f we s t a r t from the bottom up r t h e r e at 

6367 , w e l l s were p r o d u c i n g at a r a t e of 2.6 m i l l i o n 

day, 250 b a r r e l s of o i l a day, GOR i s at 10,400. I f 

we reduce t h a t r a t e t o 1.5 m i l l i o n a day we get 50 

b a r r e l s of o i l , GOR in c r e a s e s t o 30,000. This happens 

t h e r e at 6310. 

I f we go up t o what we show as the p o i n t of 

lowest f l u i d movement at 6258 at the r a t e of 680 Mcf a 

day, we get no o i l . The GOR here we put at 680,000. 

That would assume one b a r r e l of l i q u i d produced. 

M a t h e m a t i c a l l y i t ' s i n f i n i t e . 

Q. Could you summarize now e x a c t l y your 

c o n c l u s i o n s ? 

A. The c o n c l u s i o n from t h a t i s t h a t as you 

reduce the r a t e of the f l o w from the w e l l , t h a t you 

produce l e s s and l e s s l i q u i d s u n t i l at lower r a t e s you 

produce no l i q u i d at a l l . 

Q. At those lower r a t e s the o i l and the l i q u i d 

i s l e f t i n the r e s e r v o i r ? 

A. That * s r i g h t . 

Q. Are you ready t o go t o E x h i b i t 7? 

A. Yes. 

Q. Could you i d e n t i f y what E x h i b i t 7 i s ? 

A. E x h i b i t No. 7 i s a c t u a l l y t h r e e d i f f e r e n t 

t e s t s t h a t were run on the McBride State Well #1 at 
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d i f f e r e n t t i m e s . The f i r s t f l o w t e s t was taken d u r i n g 

the Schlumberger t e s t i n g . These r a t e s t h a t are shown 

on t h i s p a r t i c u l a r e x h i b i t are a c t u a l l y the s u r f a c e 

f l o w r a t e s . You compare t h i s , t h e n , t o what 

Schlumberger shows on t h e i r logs and th e y compared i t 

v e r y f a v o r a b l y i n v a l u e — c l o s e agreement. 

Q. Page 1 i s the November 30 t e s t . Were a l l 

p e r f o r a t i o n s t e s t e d at t h i s time? 

A. Okay. Th i s i s the November 15th t e s t we're 

l o o k i n g a t , and t h i s i s a l l p e r f o r a t i o n s t h a t are 

being t e s t e d . 

Q. What was the l e n g t h of t h a t t e s t ? 

A. The t o t a l l e n g t h of the t e s t was from 10:15 

i n the morning u n t i l 6:30 at n i g h t was the t o t a l run 

of the t e s t , so a r e l a t i v e l y s h o r t l e n g t h of t i m e . 

Q. L e t ' s go t o the next page. 

A. Okay. The t e s t on the McBride St a t e # 1 , 

j u s t t e s t i n g t h e lower p e r f o r a t i o n s by moving the 

packer down between the upper and the lower 

p e r f o r a t i o n s ; t h a t i s , between the gas and the o i l 

zones. These t e s t s were run at a f a i r l y c o n s t a n t 

r a t e , at about a m i l l i o n and a h a l f a day as we go 

down t o l a r g e r choke s e t t i n g s i n t i m e . 

The one t h i n g t h a t I t h i n k should be 

mentioned here i s t h a t t h e r e i s an i n c r e a s e , as we 
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in c r e a s e the amount of gas and the amount of f l u i d s 

t h a t are produced w i t h i t ; f o r i n s t a n c e , from the 

f i r s t t e s t i t goes from 80 b a r r e l s a day t o the next 

r a t e of 144 t o 170, and the l a s t r a t e drops t o 153, 

but t h i s i s the f i r s t r a t e at which we see some water 

p r o d u c t i o n . So t h e r e i s some evidence, at l e a s t i n 

t h i s t e s t , t h e r e i s some water coning i n the 

r e s e r v o i r . 

Q. An y t h i n g e l s e on E x h i b i t No. 7? 

A. One comment i s t h a t at the GORs t h a t are 

i n d i c a t e d on the t e s t t h a t was taken on December 19th 

w i l l be q u i t e s i m i l a r t o the GORs t h a t w e ' l l see on 

the December 21st t e s t , which i s of the upper 

p e r f o r a t i o n s of the annulus of the w e l l . 

I have the data from t h i s f l o w t e s t p l o t t e d 

as the next e x h i b i t but t h e r e are a couple of t h i n g s I 

would l i k e t o p o i n t out b e f o r e we go t o t h a t e x h i b i t . 

I n the t e s t t h a t was between 11:30 and 12:15 p.m., 

t h a t ' s the f i r s t time d u r i n g t h a t p e r i o d t h a t the 

condensate t u r n e d t o o i l . So i t ' s d e f i n i t e l y an o i l 

r e s e r v o i r . We had condensate t o s t a r t w i t h , but a f t e r 

a c e r t a i n amount of f l o w p e r i o d , we went t o an a c t u a l 

o i l r a t e . 

And the next r a t e , you can see where t h a t 

g r a v i t y was measured at 42.5, which has some i n f l u e n c e 
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of condensate from i t . We f e e l l i k e the a c t u a l 

g r a v i t y out here i s p r o b a b l y c l o s e r t o 35 degree API. 

Q. Are you ready t o go t o your graph? 

A. Yes. 

Q. Take a look at t h a t and e x p l a i n t o Mr. 

Catanach what you've d e p i c t e d on t h i s e x h i b i t ? 

A. T h i s i s r e a l l y the data from the p r e v i o u s 

e x h i b i t . On the l e f t - h a n d column we have scales 

showing the r a t e of gas p r o d u c t i o n the r a t e of o i l 

p r o d u c t i o n and the r a t e of water p r o d u c t i o n . I would 

p o i n t o u t , t o o , t h a t the o i l and the water are on the 

same s c a l e , so t h a t those volumes of o i l and water 

would be compared. 

A l s o , i n the l e f t - h a n d s c a l e we show the 

choke s e t t i n g s at each of the d i f f e r e n t f l o w r a t e s f o r 

these s i x t e s t r a t e s . Over i n the r i g h t - h a n d margin 

i s the s c a l e f o r the GOR, which i s a l s o p l o t t e d . 

About the f i r s t f l o w p e r i o d at the bottom i s f o r 90 

minutes, and the f l o w p e r i o d of each of the a d d i t i o n a l 

t e s t s are shown at the bottom. 

The f i r s t 90-minute f l o w p e r i o d d i d not 

have f l u i d w i t h i t , but t h i s w e l l had been shut i n and 

i t was pr o b a b l y u n l o a d i n g f l u i d o v e r n i g h t and what 

f l u i d had b u i l t up d u r i n g t h a t p e r i o d of t i m e . The 

second f l o w p e r i o d s t a r t e d at the time the condensate 
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t u r n e d t o o i l , so t h a t t h a t should be a more 

r e p r e s e n t a t i v e v a l u e . You can see, as f l o w r a t e 

decreased on the gas p r o d u c t i o n , i t a l s o decreased on 

the o i l p r o d u c t i o n and the water p r o d u c t i o n . But the 

strange t h i n g about i t i s t h a t the GOR in c r e a s e d 

d u r i n g t h i s same p e r i o d . 

The GOR went t o a maximum val u e t h a t 

exceeded 20,000 t o 1, which i s what we had requested 

i n the f i e l d r u l e s . The l a s t t e s t was f o r a ve r y 

s h o r t time p e r i o d and we f e e l l i k e i t r e a l l y hadn't 

s t a b i l i z e d i n , and t h a t ' s p r o b a b l y what accounts f o r 

the o i l r a t e s t i l l going down at t h a t t i m e . 

Q. B a s i c a l l y the i n f o r m a t i o n on these e x h i b i t s 

c o n firmed Schlumberger's c o n c l u s i o n ? 

A. Yes. This i s j u s t another t e s t t h a t ' s 

independent of those t e s t s . 

Q. Mr. Davis, do you have an o p i n i o n as t o 

what f l o w r a t e s are necessary i f the o i l under the 

Stevens t r a c t i s t o be produced? 

A. The r a t e t h a t we f e e l l i k e we need i n order 

t o produce the f l u i d s t h a t are i n the w e l l i s 2.5 

m i l l i o n a day. 

Q. I n your o p i n i o n , i f Stevens' a p p l i c a t i o n i s 

g r a n t e d , w i l l waste be prevented? 

A. Yes, we t h i n k i t w i l l , i n the o v e r a l l 
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p i c t u r e . Of course, we understand and a p p r e c i a t e t h i s 

i s a water d r y r e s e r v o i r , we have a gas cap i n v o l v e d . 

There i s r i s k i n l o s i n g some of t h a t p r o d u c t i o n i n t o 

the gas cap, the r e s i d u a l b e ing n o n r e c o v e r a b l e . 

At t h i s time I b e l i e v e t h e r e i s an a c t i v e 

water d r i v e but the water i n f l u x t h a t we have may not 

re p l a c e the hydrocarbons t h a t are being withdrawn so 

t h i s t e l l s us t h a t i t may be j u s t a p a r t i a l water 

d r i v e r a t h e r than a f u l l water d r i v e . T h i s i s 

something t h a t we don't know at t h i s t i m e . I t ' s a l s o 

p o s s i b l e , as was mentioned e a r l i e r , t h a t the r e s e r v o i r 

could be o i l s a t u r a t e d . T h e r e f o r e , t h e r e would be no 

los s as f a r as the o i l moving t o the gas cap and 

having a r e s i d u a l s a t u r a t i o n i f you had d e p l e t i o n . 

Q. At t h i s p o i n t i n t i m e , i s i t p o s s i b l e t o 

determine the maximum e f f i c i e n t r a t e at which t o 

produce t h i s r e s e r v o i r ? 

A. No, I t h i n k the r e s e r v o i r i s way t o o 

e a r l y . There's been so l i t t l e w i t h d r a w a l from t h a t 

r e s e r v o i r , and we need t o have a t e s t a l l o w a b l e t h a t ' s 

s u f f i c i e n t i n order t o t e s t t h a t . 

Q. Could you e x p l a i n b a s i c a l l y what Stevens 

proposes t o do d u r i n g t h i s t e s t i n g p e r i o d ? What k i n d s 

of t e s t s or logs w i l l be run? 

A. One l o g we've a l r e a d y ran t h a t w i l l have t o 
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be r e r u n i s a TDT l o g , t o t r y t o determine where the 

o i l / w a t e r c o n t a c t i s and the g a s / o i l c o n t a c t i s . 

Q. That's a TDT ? 

A. TDT, yes, t h e r m a l d e l a y t i m e . Of course, 

the second t h i n g we would want t o run would be 

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

as the f l o w r a t e s go, bottomhole pressure on a 

p e r i o d i c b a s i s . 

Q. I s i t going t o be p o s s i b l e t o move towards 

a balance whereby you can produce the r e s e r v o i r at a 

more e f f i c i e n t r a t e ? 

A. That's the b a s i s of what we're t r y i n g t o 

f i n d here. I t ' s what Stevens wants, j u s t t o get a l l 

t h a t we can out of i t but at a maximum e f f i c i e n t r a t e , 

and t h a t ' s what we're t r y i n g t o c a l c u l a t e . 

Q. Do you foresee harm t o the r e s e r v o i r by 

implementing a t e s t program t o a c q u i r e t h i s 

i n f ormat i on ? 

A. There's always t h a t danger. But at the 

r a t e t h a t we've asked f o r - - I haven't done any exact 

c a l c u l a t i o n s on t h i s - - b u t we're t a l k i n g on the range 

of f i v e p e r c e n t of the t o t a l r e s e r v o i r volume. With 

t h a t volume, t h a t ' s p r e t t y minimal i n order t o 

determine what the MER should be f o r the f i e l d . 

Q. I n your o p i n i o n , would i t be prudent t o go 
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f o r w a r d w i t h the development of the r e s e r v o i r w i t h o u t 

f i r s t o b t a i n i n g t h i s a d d i t i o n a l i n f o r m a t i o n ? 

A. No. W e l l , I t h i n k t h a t i t would c e r t a i n l y 

be b e t t e r t o have the i n f o r m a t i o n b e f o r e we do that". 

Q. When you t a l k about removing f i v e p e r c e n t 

of the r e s e r v o i r , you mean the t o t a l r e s e r v o i r or the 

r e s e r v o i r t h a t e x i s t s under the Stevens t r a c t ? 

A. Those c a l c u l a t i o n s were made based on the 

o r i g i n a l gas i n pla c e on what we c a l c u l a t e d as a 

320-acre p r o r a t i o n u n i t . 

Q. The pre s e n t recommendation by Stevens 

proposes 320-acre development. Do you have an o p i n i o n 

on t h a t ? 

A. W e l l , of course, the o r i g i n a l 

recommendation or request by Stevens was f o r 320 

acres. As we e x p l a i n e d , we had done t h a t p r i m a r i l y 

because of the Yates w e l l . We f e e l l i k e t h a t we coul d 

p r o b a b l y l i v e w i t h 160-acre spacing at t h i s t i m e . 

Q. What about the g a s / o i l r a t i o of 20,000 t o 

1? I s t h a t something you b e l i e v e i s necessary t o 

e f f e c t i v e l y t e s t and o b t a i n data on the r e s e r v o i r 

d u r i n g the t e s t p e r i o d ? 

A. We hope i t w i l l be a maximum r a t e , GOR 

r a t e , t h a t we would ever have t o use. We need t o have 

t h a t f l e x i b i l i t y i n our t e s t i n g i n order t o d e f i n e the 
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r e s e r v o i r . 

Q. You could a d j u s t t h i s r a t e as you attempt 

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

the r e s e r v o i r ? 

A. Yes. 

Q. I n your o p i n i o n , w i l l g r a n t i n g t h i s 

a p p l i c a t i o n be i n the best i n t e r e s t of c o n s e r v a t i o n 

and the p r e v e n t i o n of waste? 

A. Yes, i t would. 

Q. I s E x h i b i t 9 an a f f i d a v i t and accompanying 

l e t t e r showing t h a t n o t i c e of the h e a r i n g had been 

given as r e q u i r e d by O i l C o n s e r v a t i o n D i v i s i o n r u l e s ? 

A. Yes, i t i s . 

MR. CARR: At t h i s t i m e , Mr. Examiner, we 

would o f f e r Stevens E x h i b i t s 5 th r o u g h 8, and also 9, 

which i s the a f f i d a v i t . 

EXAMINER CATANACH: E x h i b i t s 5 th r o u g h 9 

w i l l be a d m i t t e d as evidence. 

Q. Do you have a n y t h i n g f u r t h e r t o add t o your 

t e s t i m o n y at t h i s time? 

A. No. 

MR. CARR: Pass the witness'. 

EXAMINATION 

BY MR. CARROLL: 

Q. Mr. Davis, l e t me ask you some gen e r a l 
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q u e s t i o n s and then w e ' l l go i n t o some more s p e c i f i c s 

d i r e c t e d at your t e s t i m o n y . As a ge n e r a l p r o p o s i t i o n , 

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

w i t h a t r a n s i t i o n zone 7 5 - f o o t t h i c k ? 

A. Pr o b a b l y . 

Q. Probably? The McBride w e l l , was i t 

completed as a gas w e l l or as an o i l w e l l , a c c o r d i n g 

t o t h e records of the O i l Con s e r v a t i o n D i v i s i o n ? 

A. I b e l i e v e i t was o r i g i n a l l y f i l e d as an o i l 

w e l l - - n o , as a gas w e l l ? and l a t e r r e f i l e d as an o i l 

w e l l . 

Q. Okay. I f you have a water d r i v e i n a 

r e s e r v o i r , i s i t b e t t e r t o keep the gas i n a gas 

cap — suppose we do have, and t h i s i s k i n d of a 

h y p o t h e t i c a l — and we have a r e s e r v o i r , an o i l 

r e s e r v o i r w i t h a water d r i v e and a gas cap i n p l a c e , 

i s i t b e t t e r t o keep t h a t gas i n the gas cap or t r y t o 

prese r v e t h a t gas or t o l e t the o i l move i n t o t h e gas 

cap ? 

A. I f t h e r e ' s no p r i o r o i l s a t u r a t i o n i n the 

gas cap, i t would be b e t t e r t o keep i t o u t . 

Q. The e x h i b i t t h a t had the r e p o r t s of the 

t e s t i n g , I guess t h a t ' s E x h i b i t 7, the t e s t p e r i o d s , 

t h a t was j u s t d u r i n g the l a t t e r p a r t of l a s t y e ar, 

were they n o t , November and December t e s t s ? 
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A. That's r i g h t . I t h i n k a l l t h r e e of these 

t e s t s were i n the December p e r i o d . 

Q. How much water was produced d u r i n g t h i s 

t e s t i n g ? 

A. T o t a l amount? I don't know the answer t o 

t h a t . We know from E x h i b i t 8 what was produced at the 

d i f f e r e n c e r a t e s , but I don't know what the t o t a l 

amount of water i s . We f e e l l i k e the water i s 

pr o b a b l y more than any load water t h a t was t h e r e , i f 

t h a t ' s what you're a s k i n g . I t exceeded the load 

volume. 

Q. Has any f u r t h e r t e s t i n g been performed on 

t h i s McBride w e l l s ince the f i r s t of the y e a r , 

January, February? 

A. There have been some recent t e s t s i n the 

l a s t few days, and I saw one of them j u s t a few 

minutes ago and t h a t ' s r e a l l y the o n l y i n f o r m a t i o n I 

have. They have been t e s t e d , though. 

Q. What you saw, d i d t h a t d e p i c t any 

s i g n i f i c a n t d i f f e r e n c e from the t e s t s t h a t were taken 

back i n December of 1989? 

A. No. The ba s i c t h i n g t h a t was d e p i c t e d 

t h e r e i s t h a t t h e r e was communication i n the t e s t 

between the upper and lower p e r f o r a t i o n s . 

Q. A l l r i g h t . 
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A. We saw a pressure drop, f o r i n s t a n c e , i n 

the upper p e r f o r a t i o n than i n the lower p e r f o r a t i o n s . 

Q. What you d i d , a p p a r e n t l y you used a packer 

t o t e s t the upper p e r f o r a t i o n s as opposed t o the lower 

p e r f o r a t i o n s , and when you had the lower ones squeezed 

o f f you saw a decrease i n pressure i n both areas? 

A. That's r i g h t . And the packer r e a l l y has 

not moved since the December t e s t s were t a k e n . 

Q. That packer, i t s a t , t h e n , at the 

approximate area of what you consi d e r e d t o be the 

g a s / o i l c o n t a c t ? 

A. Yes, i t i s . 

Q. Was any water produced d u r i n g t h a t t e s t i n 

February? 

A. I don't know the answer t o t h a t . 

Q. Judging from what you've j u s t t o l d us and 

the f a c t t h a t Stevens knows or at l e a s t contends t h a t 

i t has set the packer i n the area of the g a s / o i l 

c o n t a c t , can you t e l l me why Stevens has p e r f o r a t e d 

across both areas, both across the o i l column and i n t o 

the gas area? 

A. The on l y reason I would know, they wanted 

t o t e s t both i n t e r v a l s t o see what was t h e r e and what 

r a t e s would be produced from t h o s e , so both those 

i n t e r v a l s were opened. 
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Q. Nov, I guess a shorthand c o n c l u s i o n t o be 

drawn from the Schlumberger t e s t i n g i s t h a t i n f a c t 

the gas comes from the upper p e r f s and the o i l comes 

from the lower p e r f s ? I s t h a t b a s i c a l l y what a l l of 

these d i f f e r e n t t e s t s i n d i c a t e d ? 

A. That's one of the t h i n g s they i n d i c a t e , 

yes . 

Q. And the t e s t i n g t h a t you performed out 

t h e r e i n d i c a t e d t h a t the more gas you produced and the 

more—and as you produce gas from a w e l l , you reduce 

the p r e s s u r e i n the w e l l b o r e , do you not? 

A. Yes. 

Q. Weren't these t e s t s a c t u a l l y showing t h a t 

as you produced more gas, the p r e s s u r e i n the w e l l b o r e 

t h r o u g h these upper p e r f s were reduced t o a l l o w the 

o i l t o come i n ? 

A. Would you repeat t h a t q u e s t i o n ? 

Q. Okay. What, b a s i c a l l y , your t e s t showed 

out t h e r e , i s t h a t given the assumption t h a t as you 

produce gas you produce the gas pressure i n the 

w e l l b o r e , i s n ' t i t t r u e t h a t what you're r e a l l y s a ying 

i s you had t o draw down the pressure i n the w e l l b o r e 

caused by the gas t o a l l o w the o i l t o come i n th r o u g h 

the lower p e r f s ? 

A. The t e s t t h a t you have r e f e r e n c e d t h e r e , 
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the most recent t e s t , those were t e s t s taken of the 

p r o d u c t i o n t o load the packer, as I understand i t . 

Q. W e l l , Mr. Dav i s , i s n ' t i t t r u e t h a t i f you 

squeezed o f f the upper p e r f s t h a t you coul d p r o b a b l y 

do away w i t h the problem you're e x p e r i e n c i n g out 

t h e r e , having t o produce a h i g h r a t e of gas t o get any 

o i l p r o d u c t i o n at a l l ? 

A. No. I b e l i e v e t h a t w i t h the p r e ssure we 

have i n t h a t area, you're going t o have communication 

between the o i l and gas zone. That's complete 

communication as i n d i c a t e d by the t e s t s t h a t were 

r e c e n t l y taken i n the w e l l . 

Q. L e t ' s assume we squeezed o f f the upper 

p e r f s . You're sa y i n g t h a t because of the f r a c t u r i n g 

t h a t ' s i n t h i s p a r t i c u l a r p o o l , i f you squeezed o f f 

the upper p e r f s , the gas i s going t o communicate down 

thr o u g h these f r a c t u r e s and pr e v e n t the o i l from 

coming i n t o t he w e l l b o r e , t h e n , i f you're j u s t open i n 

the o i l column? 

A. One of the t h i n g s these two t e s t s showed 

t h a t I i n d i c a t e d a w h i l e ago was t h a t we had almost 

the same GOR from below the packer as we d i d above the 

packer, which would i n d i c a t e t h a t you're r e a l l y not 

changing, I guess, the f l o w p a t t e r n s i n the r e s e r v o i r , 

at l e a s t v e r y f a r out i n the r e s e r v o i r , by p r o d u c i n g 
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from e i t h e r the upper zone or the lower zone. 

Q. Fi g u r e 3 and f i g u r e 4 t o the Schlumberger 

e x h i b i t d i d n ' t show t h a t . I t , i n f a c t , showed t h a t 

when you were p r o d u c i n g your o i l down i n the lower 

zones t h a t you got almost no gas the lower the p e r f 

w i t h your p r o d u c t i o n of o i l ? 

And I'm s o r r y , I don't have my f i g u r e 3 and 

4 here. I t would be E x h i b i t 5. I t h i n k Mr. Carr 

r e f e r r e d t o them as f i g u r e s . 

A. They are i n d i c a t e d as f i g u r e s , as 

attachments t o the l e t t e r . 

Q. I n p a r t i c u l a r , l o o k i n g at f i g u r e 3, I guess 

i t ' s your spinner c u r v e , you show t h a t the f i r s t p o i n t 

where you have o i l coming i n , you have 50 b a r r e l s of 

o i l o n l y ; then the next p o i n t you have 50 b a r r e l s of 

o i l w i t h j u s t some gas. I n f a c t , i f you were 

p r o d u c i n g , t h e n , from those lower p e r f s , you wouldn't 

have a problem except i n gas, would you? 

A. Ju s t on the b a s i s of t h i s survey you might 

be able t o presume t h a t , but t h i s i s a t e s t of v e r y 

s h o r t d u r a t i o n . I t h i n k once you e s t a b l i s h a gas 

s a t u r a t i o n , t h a t you're going t o have the c h a n n e l i n g . 

Q. W e l l , Mr. Davis, d i d you do any s t u d i e s t o 

determine i f , i n f a c t Mr. Davis could a c t u a l l y p e r f 

lower than the p e r f o r a t i o n s t h a t are now e x i s t i n g i n 
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the McBride w e l l ? 

A. No, I d i d n ' t . 

Q. Have you looked at the cement bond log? 

A. I have a copy of i t , but I r e a l l y d i d n ' t 

look at i t as p a r t of my stud y . 

Q. I t i s t r u e t h a t Stevens made no e f f o r t t o 

keep the o i l and gas zoned s e p a r a t e , i s t h a t c o r r e c t ? 

A. That's c o r r e c t . 

Q. As f a r as you know, both zones were 

p e r f o r a t e d and a l l of those p e r f o r a t i o n s were 

a c i d i z e d , were the y not? 

A. Yes, I b e l i e v e t h a t ' s r i g h t . 

Q. I a p o l o g i z e . I d i d n ' t q u i t e c a t c h i t when 

you gave an o p i n i o n as t o , I t h i n k i t was, the r a t e of 

p r o d u c t i o n t h a t you t h i n k would be a p p l i c a b l e or best 

f o r t h i s McBride w e l l , and I t h i n k you gave the f i g u r e 

of 2.5. I wasn't sure e x a c t l y i f t h a t was what your 

o p i n i o n was. I missed the f i r s t p a r t of i t . Could 

you r e s t a t e t h a t f o r me, j u s t so I know I'm t r a c k i n g 

along w i t h you? 

A. Yes. We f e e l l i k e we need a r a t e of 2.5 

m i l l i o n per day i n order t o make the t e s t s t h a t we 

f e e l l i k e we need t o s u f f i c i e n t l y produce the 

r e s e r v o i r . 

Q. Have you done any c a l c u l a t i o n s as t o how 
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much o i l would then be produced at 2.5 m i l l i o n per 

day? 

A. No f I haven
 1 t . 

Q. Have you done c a l c u l a t i o n s t h a t n e c e s s i t a t e 

an o i l p r o d u c t i o n of 650 b a r r e l s a day? 

A. No, s i r . That 650 b a r r e l s a day i s r e a l l y 

an a r b i t r a r y amount. I t ' s somewhat based on the r a t i o 

of what 80 acres t o 160 acres i s , versus 160 t o 320 

acres. 

Q. So at l e a s t you've performed no s t u d i e s 

which d i c t a t e s 650 as a magic number? 

A. No, s i r , we have n o t . 

Q. I f you say t h a t two and a h a l f m i l l i o n Mcf 

i s the i d e a l number t h a t you t h i n k i s necessary t o get 

the k i n d of data t h a t you want, why would you ask f o r 

a 20,000 t o 1 g a s / o i l r a t i o ? That would, e s s e n t i a l l y , 

a l l o w you t o produce 13 m i l l i o n Mcf per day. 

A. The reason i s , I guess, we don't want t o be 

l i m i t e d by our t e s t i n g i n t r y i n g t o determine what i s 

the MER of the r e s e r v o i r . The a c t u a l r a t e we're going 

t o produce out here w i l l p r o b a b l y be i n the 

neighborhood of two and a h a l f m i l l i o n a day. 

Q. What you're s a y i n g i s t h a t you may have an 

e r r o r f a c t o r of at l e a s t f i v e times out t h e r e , at 

l e a s t t o your reasoning you've got here? At l e a s t you 
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want t o a l l o w y o u r s e l v e s t o be able t o produce at 

l e a s t f i v e times more gas? 

A. W e l l , under the i n i t i a l r e q u e s t , t h a t ' s 

t r u e . 

Q. Now, have you done a c a l c u l a t i o n of the 

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

A. I d i d a c a l c u l a t i o n of the o r i g i n a l o i l i n 

pl a c e under the 320-acre p r o r a t i o n u n i t . 

Q. What p r o r a t i o n u n i t are we t a l k i n g about? 

The n o r t h h a l f of Se c t i o n 28? 

A. Yes, t h a t ' s r i g h t . 

Q. Did you do a c a l c u l a t i o n of the o r i g i n a l 

gas i n pla c e understand t h a t same p r o r a t i o n u n i t ? 

A. Yes, s i r . 

Q. What are the numbers you got f o r t h a t 

320-acre spacing u n i t ? 

A. O r i g i n a l gas i n pla c e was 34.4 Bcf and the 

o i l i n pla c e was 13,000,000 b a r r e l s of o i l . 

Q. What numbers d i d you u t i l i z e t o come up 

w i t h these f i g u r e s or these numbers? 

A. Thi s i s b a s i c a l l y from the l o g of 

Schlumberger*s and t h e i r i n t e g r a t e d l o g c a l c u l a t i o n s . 

Q. What you're assuming, based on t h a t l o g and 

the w e l l b o r e of the McBride w e l l , you've e x t r a p o l a t e d 

whatever the p o r o s i t y , whatever the t h i c k n e s s of the 
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d i f f e r e n t pay i s , you've e x t r a p o l a t e d from t h a t 

w e l l b o r e o u t , t o i n c l u d e or encompass the whole 320 

acres i n t h a t p r o r a t i o n ? 

A. That would be what a 320-acre p r o r a t i o n 

would, w i t h t h a t same t h i c k n e s s , would have i n p l a c e . 

We've downgraded t h a t f o r s t r u c t u r e and f o r the 

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

and a l s o f o r r e c o v e r y . 

Q. What k i n d of f i g u r e s d i d you use i n 

downgrading? 

A. As f a r as the d i s t a n c e t o the f a u l t we s a i d 

i n s t e a d of having the 320 ac r e s , t h a t we p r o b a b l y had 

20 p e r c e n t l e s s than t h a t . J u s t a rough idea of the 

d i s t a n c e we've reduced between the two f a u l t s as 

opposed t o a f u l l m i l e across t h e r e . 

The down s t r u c t u r e we know w i l l p i n c h out 

on the edges of the r e s e r v o i r . There we e s t i m a t e d 

maybe a r e d u c t i o n of 30 p e r c e n t . Then, i f we had a 

recover y of 80 pe r c e n t of the reserves t h a t were 

r e m a i n i n g , we're t a l k i n g about a 13.76 Bcf. T h i s i s 

j u s t rough numbers, and a r e n ' t meant t o be p r e c i s e 

engineer numbers. They're b a l l p a r k numbers. 

Q. A l l r i g h t . That 13 Bcf, i s t h a t what 

you're s a y i n g i s r e c o v e r a b l e gas? 

A. Recoverable gas from the gas cap. 
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Q. As opposed t o the 34.4 o r i g i n a l gas i n 

place? 

A. Which i s o r i g i n a l gas i n p l a c e , assuming 

t h a t the f o r m a t i o n t h i c k n e s s was the same and we had a 

f u l l 320 acre s . 

Q. Thi s 34.4 Bcf, was t h a t number a r r i v e d at 

a f t e r you d i d the r e d u c t i o n s t h a t you j u s t d e s c r i b e d 

f o r us, the 20 pe r c e n t i n acreage and 30 pe r c e n t i n 

s t r u c t u r e ? 

A. No. 

Q. But the 13.4 Bcf r e c o v e r a b l e , you d i d use 

t h a t ? 

A. 13.76, yes. 

Q. 13.76. Okay. Excuse me. Now, you gave us 

a f i g u r e , or I t h i n k you gave a f i g u r e , I'm not 

e x a c t l y s u r e , but you used a number of f i v e p e r c e n t . 

Are you sayi n g t h a t i f you allowed the p r o d u c t i o n t o 

go at the r a t e s asked f o r by Mr. Stevens, t h a t you 

would o n l y see a p o s s i b l e f i v e p e r c e n t r e d u c t i o n i n 

the gas i n the gas cap? Was t h a t what your t e s t i m o n y 

was ? 

A. W e l l , t h a t ' s based on the c a l c u l a t i o n s of 

t h i s one w e l l which we assumed would apply t o areas 

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

Q. Your f i g u r e of f i v e p e r c e n t , were you us i n g 
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13 m i l l i o n a day p r o d u c t i o n f i g u r e s or were you us i n g 

2.5 m i l l i o n p r o d u c t i o n f i g u r e s ? 

A • 2*5* 

Q. So your r e d u c t i o n of the gas cap, i f i t d i d 

i n f a c t go up t o the 20,000 t o 1 t h a t i s being asked 

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

by f i v e t i m e s , c o u l d n ' t i t ? 

A. I t would i n c r e a s e i t . I don't know by how 

much, but i t c e r t a i n l y would i n c r e a s e i t . 

Q. You've d e s c r i b e d two sets of t e s t s t h a t you 

want t o do, the PDT t o a l l o w you t o , I guess, 

r e c o n f i r m the o i l water c o n t a c t and the gas water 

c o n t a c t ? 

A. Reconfirm or see how much they've moved 

from over a p e r i o d of t i m e . 

Q. A l l r i g h t . So you f i n d t h i s o u t . What i s 

t h a t going t o t e l l you? What i s t h a t going t o 

d i c t a t e ? I n ot h e r words, how i s t h a t i n f o r m a t i o n , the 

c o n t a c t ' s moved X inches or f e e t or what have you, 

what's t h a t going t o t e l l you w i t h respect t o how t h i s 

r e s e r v o i r should be produced? 

A. We'll know whether t h e r a t e of water i n f l u x 

i s equal t o the r a t e of w i t h d r a w a l s of gas and o i l 

from the r e s e r v o i r . We'll be abl e t o make r e s e r v o i r 

c a l c u l a t i o n s t h a t w i l l , I b e l i e v e , t e l l us whether the 
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o i l zone w i l l move up i n t o the gas cap and at those 

r a t e s , whether we could make i t even produce at a 

highe r r a t e and i t wouldn't move, or whether we need 

t o produce at a lower r a t e . But those are t h i n g s we 

would have no way of knowing now, and need t o have the 

t e s t i n order t o determine i t . 

Q. I t ' s q u i t e p o s s i b l e t h a t at the end of your 

t e s t i n g you could determine t h a t i n f a c t the 

p r o d u c t i o n r a t e s asked f o r by Stevens and maybe used 

d u r i n g t h i s p e r i o d of time were, i n f a c t , t o o g r e a t , 

and t h a t a d e p l e t i o n of the gas cap could have 

occurred? I t ' s one of the p o s s i b l e r e s u l t s , i s n ' t i t ? 

A. I don't t h i n k a d e p l e t i o n of the gas cap 

could p o s s i b l y have o c c u r r e d , but t h e r e may be some 

damage. That's something t h a t we j u s t don't know at 

t h i s p o i n t . I t would be a small amount of damage when 

we're t a l k i n g about f i v e p e r c e n t of the t o t a l . 

Q. But i f we're t a l k i n g about 15 or 20 pe r c e n t 

of the r e s e r v e s , i s t h a t an i n s i g n i f i c a n t amount of 

damage t o the r e s e r v o i r ? 

A. W e l l , i t does need t o be a s i g n i f i c a n t 

amount. 

Q. And i f , i n f a c t - - a n d we're u s i n g the term 

n d a m a g e n - - i f , i n f a c t , we the r e s e r v o i r as we're 

t a l k i n g about or as you're t a l k i n g about, t h a t damage 
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would equate i n t o waste, would i t not? 

A. I t would, t h e r e again assuming t h a t t h e r e 

wasn't any o i l s a t u r a t i o n i n the gas cap t o s t a r t 

w i t h . 

MR. CARROLL: I have no f u r t h e r q u e s t i o n s 

Mr . Examiner. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Davis, the proposed t e s t i n g , i s two and 

a h a l f m i l l i o n i s day s a t i s f a c t o r y f o r t h i s k i n d of 

t e s t , or do you a c t u a l l y want more f l e x i b i l i t y t o 

incr e a s e t h a t ? 

A. We f e e l s ince we have a d d i t i o n a l 

i n f o r m a t i o n now t h a t we could p r o b a b l y do our t e s t i n g 

over a p e r i o d of nine months at a r a t e of two and a 

h a l f m i l l i o n and get the r e s u l t s t h a t we needed. 

Q. And the g a s / o i l r a t i o t h a t you would need 

at the two and a h a l f m i l l i o n r a t e , would be l e s s than 

20,000 t o 1, would i t not? 

A. Yes, i t would, and I haven't c a l c u l a t e d 

what i t would be; but yes, i t would. 

Q. Do you have the data you need t o c a l c u l a t e 

t h a t ? 

A. Yes, s i r . We're speaking of the GOR now? 

Q. R i g h t . 
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A. I t h i n k r a t h e r than c a l c u l a t e t h a t , I t h i n k 

the r a t e t h a t you see on our E x h i b i t No. 8 would 

i n d i c a t e t h a t we could go over 20,000 t o 1, but we 

could p r o b a b l y l i v e w i t h a 15,000 t o 1 r a t i o . 

Q. So you t h i n k 15,000 would be adequate? 

A. That would be a maximum r a t e t h a t we would 

need t o have. We wouldn't e x p e c t , r e a l l y , t o go t o 

t h a t h i g h of a r a t e , but we would l i k e t o be able t o 

do i t i f i t became necessary, i n order t o t e s t the 

w e l l s . 

Q. I n the t e s t t h a t you're p r o p o s i n g t o 

conduct, would the w e l l be produced at a con s t a n t r a t e 

f o r a l l t h i s p e r i o d of t i m e , or would you va r y the 

r a t e s ? 

A. No, I t h i n k we'd need t o va r y those r a t e s . 

We haven't set up any k i n d of a program f o r t h a t , but 

I t h i n k t h e y would d e f i n i t e l y need t o be v a r i e d . 

Q. Two and a h a l f m i l l i o n would be your 

maximum, and from t h e r e you might come down some i n 

your t e s t i n g ? 

A. Yes, s i r . I t h i n k the r e s u l t s of those 

t e s t s as we took them, as f a r as the pressure t e s t s 

and the TDT l o g s , would d i c t a t e how f a r we needed t o 

come down or how f a r we needed t o go w i t h our t e s t i n g 

i n order t o determine the MER f o r the f i e l d . 
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Q. Why do you f e e l you need 90 days f o r the 

t e s t ? 

A. Nine months. 

Q. I mean nine months. 

A. B a s i c a l l y , we want t o be able t o produce a 

s i g n i f i c a n t r e s e r v o i r i n volume, and we don't t h i n k 

t h a t one or even two pe r c e n t i s s u f f i c i e n t i n order t o 

make a judgment of t h a t k i n d . For i n s t a n c e , an 

example, i n P/Z work g e n e r a l l y we say w e l l , we don't 

have good data u n t i l we get t o 10 pe r c e n t of the 

r e s e r v o i r volume. What we're a s k i n g f o r here i s 

somewhat i n the range of f i v e p e r c e n t of the r e s e r v o i r 

volume, and we f e e l we need t h a t b e f o r e we can get 

data t h a t we can r e l y on. 

EXAMINER CATANACH: I b e l i e v e t h a t ' s a l l I 

have of the w i t n e s s at t h i s t i m e . He may be excused. 

MR. CARR: At t h i s time I c a l l Don 

Stevens. 

DONALD G. STEVENS 

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

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

EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e your f u l l name f o r the 

r e c o r d , p l e a s e . 
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A. My name i s Donald G. Stevens. 

Q. Where do you r e s i d e ? 

A. Ro s w e l l , New Mexico, I'm p r e s i d e n t of 

Stevens O p e r a t i n g C o r p o r a t i o n . 

Q. And Stevens O p e r a t i n g C o r p o r a t i o n i s the 

A p p l i c a n t i n t h i s case? 

A. Yes. 

Q. Have you t e s t i f i e d i n the past? 

A. Yes, I have. 

Q. Were your q u a l i f i c a t i o n s accepted at t h a t 

time and made a matter of record? 

A. They were. 

Q. How were you q u a l i f i e d then? 

A. As an ex p e r t w i t n e s s . 

Q. I n what f i e l d ? Are you a pe t r o l e u m 

engineer ? 

A. No, I'm an o i l and gas producer w i t h 

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

geology, o i l and gas p r o d u c t i o n , gauging, t e s t i n g , 

a l l — 

Q. I s t h i s p r a c t i c a l e x p e r i e n c e , Mr. Stevens? 

A. Some of i t i s p r a c t i c a l , some of i t i s not 

so p r a c t i c a l . 

Q. Mr. Stevens, are you f a m i l i a r w i t h the w e l l 

and the p o o l t h a t are the s u b j e c t of t h i s h e a r i n g ? 
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A. Yes, I am. 

Q. Have you s t u d i e d the w e l l and the pool? 

A. C o n s i d e r a b l y . 

MR. CARR: Are the w i t n e s s ' s q u a l i f i c a t i o n s 

acceptable? He's not going t o make d e t a i l e d 

e n g i n e e r i n g c o n c l u s i o n s . 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. Mr. Stevens, when d i d you d r i l l your 

McBride w e l l ? 

A. I t was i n October and we completed i t i n 

November. 

Q. When you completed i t , i n your o p i n i o n d i d 

you have an o i l w e l l or a gas w e l l ? 

A. We i n i t i a l l y t h o u ght we had a gas w e l l . 

The o f f s e t w e l l was presumably a gas w e l l , but i t o n l y 

p e r f o r a t e d the upper p o r o s i t y . We had no evidence 

t h a t i t might be other than t h a t , o t h er than a d r i l l 

stem t e s t they had made i n the upper which showed 2.1 

b a r r e l s of 2 8 - g r a v i t y o i l , which was v e r y c o n f u s i n g t o 

u s . 

I n any case, we p e r f o r a t e d our w e l l as a 

gas w e l l . We saw a g r e a t e r amount of what we thought 

at the time were condensate gas f r a c t i o n s , the C-3 and 

the C-2 at the bottom more so, and we f e l t t h a t i f we 

p e r f o r a t e d the e n t i r e s e c t i o n , we might have a chance 
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of g e t t i n g more condensate which, from we thought at 

the t i m e , looked as i f i t were at the bottom of the 

w e l l i n the lower p o r o s i t y . 

When we completed the w e l l , i t was a gas 

w e l l . I t f l o a t e d . The i n i t i a l t e s t showed some 

stra n g e hydrocarbons which s u r e l y looked l i k e o i l . I t 

was a j e l l y - l i k e substance, h i g h l y p a r a f i n i c . I t 

wouldn't pour out of a b o t t l e , which k i n d of confused 

us, so t h e r e f o r e we determined t o make the a d d i t i o n a l 

t e s t s which were the Schlumberger t e s t s , which have 

been p r e v i o u s l y t e s t i f i e d t o . 

Q. The reason t h a t you p e r f o r a t e d above and 

below what i s now what you b e l i e v e t o be the g a s / o i l 

c o n t a c t was because of the p r o d u c t i o n of condensates, 

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

A. Yes. We thought we would get gas and gas 

conden sat e . 

Q. I t was at t h a t time you f e l t t h a t the 

e n t i r e zone might be p r o d u c t i v e of gas, so you 

p e r f o r a t e d the e n t i r e zone? 

A. Yes, and i t was o i l / w a t e r c o n t a c t , p r e t t y 

o b v i o u s l y , lower than where we had p e r f o r a t e d , but the 

p o r o s i t y wasn't t h a t p a r t i c u l a r l y good. We 

p e r f o r a t e d , presuming t h e r e was v e r t i c a l f r a c t u r e s 

based on the d r i l l i n g and samples and a l l the other 
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evidence we had, we d i d n ' t want t o p e r f o r a t e too low, 

f e a r f u l of wate r . G e n e r a l l y speaking, you tend t o 

have a water d r i v e . We don't know yet t h a t t h i s does, 

but t h a t was the tendency. 

I might mention a couple of q u e s t i o n s which 

I might be able t o answer, asked of our p r e v i o u s 

w i t n e s s t h a t I might get out of the way sinc e I'm a 

l i t t l e more f a m i l i a r w i t h i t having been t h e r e , the 

l a s t t e s t s t h a t were made i n the l a s t two or t h r e e 

days p r i o r t o t h i s t e s t showed s l i g h t l y h i g h e r g a s / o i l 

r a t i o s and s l i g h t l y h i g her water c u t s . The water cuts 

a g a i n , we have produced these w e l l s o n l y f o r s h o r t 

p e r i o d s of t i m e , o n l y t o determine some data f o r t h i s 

h e a r i n g . We d i d n ' t produce them v e r y long s imply 

because we d i d n ' t want t o waste anymore gas than was 

necessary. 

The water r a t i o s v a r i e d . There was v e r y 

l i t t l e d i f f e r e n c e between p r o d u c i n g the w e l l t h r o u g h 

the lower o i l p e r f o r a t i o n s w i t h the packer r i g h t above 

those o i l p e r f o r a t i o n s . You make almost as much gas 

from t h e , quote, o i l p e r f o r a t i o n s as you make from the 

gas p e r f o r a t i o n s , which are now above the packer and 

what we know as the gas zone today, i n d i c a t i n g t o us 

c o n s i d e r a b l e heavy f r a c t u r i n g . When you open up the 

o i l p e r f o r a t i o n s and have the gas zone shut o f f behind 
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the annulus, and you make a tremendous amount of gas, 

you have t o have communication between the two. 

Q. Do you b e l i e v e you coul d squeeze o f f the 

upper p e r f o r a t i o n s and t h e r e b y produce the o i l i n t h i s 

r e s e r v o i r ? 

A. Oh, t h e r e i s a s l i g h t p o s s i b i l i t y . My 

experience and, I t h i n k , the i n d u s t r y experience w i t h 

squeezing o f f p r o d u c i n g zones, i s ex t r e m e l y poor i n 

success r a t i o s . I t can happen, but i t ' s e x t r e m e l y 

r a r e . I t u s u a l l y runs on. There's r e a l l y no reason 

t o , as f a r as we are concerned, at l e a s t d u r i n g t h i s 

t e s t i n g p e r i o d and even a f t e r w a r d . We have no p r o o f 

at t h i s j u n c t u r e t h a t t h i s would r e s u l t i n waste. 

There has been t e s t i m o n y and i n f e r e n c e s 

t h a t i f the o i l column moves up i n t o t h e gas column, 

t h e r e may be waste. That may w e l l be t r u e i f you have 

a d r y gas rock up t h e r e ; but i f you have an o i l 

s a t u r a t e d r o c k , i n d i c a t i n g the r e s e r v o i r was perhaps 

once an o i l zone and gas came i n l a t e r , the o n l y l o s s 

would be the r e s i d u a l o i l s a t u r a t i o n and t h a t ' s 

a l r e a d y been l o s t when the gas may go o u t . 

Again, t h i s i s p a r t of the p r o o f we need t o 

determine d u r i n g t h i s t e s t i n g p e r i o d . So, t o suggest 

t h a t an e x c e l l e n t , m a g n i f i c e n t , w e l l such as t h i s be 

squeezed t o t r y t o shut o f f some e x c e l l e n t , w o n d e r f u l 
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gas p r o d u c t i o n w i t h o u t any g r e a t e r knowledge than we 

have, I t h i n k i s premature. 

Q. I n your experience i n the o i l and gas 

bus i n e s s , i s the performance of t h i s p a r t i c u l a r w e l l 

and p o o l unique t o you? 

A. W e l l , i t ' s not unique but i t ' s r e l a t i v e l y 

r a r e f o r t h i s p a r t of the c o u n t r y . Most don't make 

water when you add gas and o i l . Again, I t h i n k t h a t ' s 

i n d i c a t i v e of the heavy f r a c t u r i n g t h a t must be 

present i n the r e s e r v o i r , and a l l evidence i n d i c a t e s 

t h a t . 

Q. To make d e c i s i o n s about how you are t o go 

for w a r d w i t h f u r t h e r development of the r e s e r v o i r , i s 

i t e s s e n t i a l t h a t you o b t a i n a d d i t i o n a l i n f o r m a t i o n ? 

A. I t h i n k so. The o i l on the H - d r i l l stem 

t e s t i n the gas zone i n d i c a t e s t h a t t h a t r e s e r v o i r may 

have been o i l wet. I n t h a t case, we have no concern 

w i t h moving the o i l column i n t o t h e gas column. We 

don't know t h i s . I f i t i s d r y gas r o c k , then we have 

as g r e a t a concern as Yates a p p a r e n t l y i s e v i d e n c i n g 

by t h e i r c r o s s - e x a m i n a t i o n q u e s t i o n s . 

The BTU of the Yates gas, at 1235 i n t h e i r 

#6 w e l l out of the o i l zone, 1235 BTU, whereas our 

w e l l t e s t e d 1050 BTU, i n d i c a t e s q u i t e a d i f f e r e n c e i n 

the gas. The gas and the o i l d i d come from a 
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d i f f e r e n t p l a c e . Do we have water d r i v e ? There's 

some evidence of i t , but t h e r e ' s no p r o o f of i t . I t 

w i l l t a ke p r o d u c t i o n t o prove i t . There's no g r e a t 

harm, even i f a l l of the f a c t o r s m i l i t a t e a g a i n s t — w e 

hope they d o n ' t - - i f t h i s i s a d r y gas r e s e r v o i r rock 

t h e r e , yes, t h e r e i s a r i s k t h a t we w i l l waste, i f the 

term be used, a l i t t l e b i t of o i l and gas. 

Conversely, t h i s Commission i s concerned 

w i t h c o r r e l a t i v e r i g h t s , t o go back t o the s t a t e - w i d e 

2,000 t o 1 g a s / o i l r a t i o as recommended by Yates 

Petroleum C o r p o r a t i o n , means t h a t t h a t w e l l doesn't 

produce. We can't recover the o i l u n d e r l y i n g t h i s 

t r a c t as the Commission r u l e s , regs and s t a t u t e s 

s t a t e . 

We do have water coning i n t h i s f i e l d at 

the h i g h e r r a t e s . When you lower the r a t e , the water 

doesn't cone as much, but the gas decreases. To my 

un d e r s t a n d i n g , t h e r e ' s no problem w i t h water coning i n 

a r e s e r v o i r . I t may be a problem i n the w e l l , but 

t h e r e ' s no lo n g - t e r m damage t o the r e s e r v o i r . So t h a t 

doesn't concern us, i n any case. 

We t h i n k we need the time t o run the TDT 

l o g so t h a t we can see and produce enough gas so we 

can see i f , i n f a c t , the o i l column i s moving up i n t o 

the gas column. I f we can't f l o w gas and o i l , i t ' s 
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i m p o s s i b l e t o r a t e . 

Q. You have proposed 20,000 t o 1 g a s / o i l 

r a t i o , 650 b a r r e l s per day. I s i t your i n t e n t i o n t o 

produce at these l e v e l s , or are these j u s t maximums? 

A. No, a g a i n , as i s borne out many t i m e s , 

20,000 t o 1, I t h i n k , we need based upon a l e s s e r 

amount of o i l p r o d u c t i o n . We don't know e x a c t l y what 

t h a t i s , but i f we got two and a h a l f m i l l i o n a day, 

then my presumption i s we would be p r o d u c i n g somewhere 

around 150 t o 200 t o 250 b a r r e l s a day. So we don't 

need the 650. That was an e a r l y - o n request based upon 

t r y i n g t o make sure t h a t Yates and t h e i r w e l l t h a t 

they had and the o i l w e l l t h e y might be d r i l l i n g 

wouldn't be p e n a l i z e d by the f a c t t h a t we found the 

o i l zone, and we d i d n ' t want them t o o b j e c t t o what we 

were going t o propose d u r i n g t h i s t e s t i n g p e r i o d . And 

i t t u r n e d i t s e l f around the other d i r e c t i o n . They 

found more o i l and f e e l t h a t they don't want t o 

produce the gas d u r i n g t h i s p e r i o d . 

Q. I f some r e l i e f i s not o b t a i n e d i n terms of 

adjustment t o p r o d u c i n g r a t e or a d d i t i o n a l data f o r 

you, i s t h e r e any way t h a t you can produce the o i l 

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

A. Not t h a t we know o f . When you shut down 

t h a t g a s / o i l r a t i o t o 2,000 t o 1, you cannot produce 
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o i l , p e r i o d . Squeezing i t , I t h i n k , j u s t i s n ' t 

p r a c t i c a l . There's an o u t s i d e chance i t can work, but 

i t s u r e l y i s n ' t p r a c t i c a l . 

Q. I f a d d i t i o n a l data i s o b t a i n e d d u r i n g the 

t e s t p e r i o d , do you b e l i e v e t h a t w i l l a s s i s t you and 

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

most e f f i c i e n t way p o s s i b l e ? 

A. I would c e r t a i n l y t h i n k so. 

Q. Would t h a t , t h e n , tend t o reduce the 

p o t e n t i a l f o r waste of hydrocarbons from t h i s pool? 

A. Yes, i t w i l l . I guess when we f i r s t 

s t a r t e d t a l k i n g about t h i s 20,000 t o 1 g a s / o i l r a t i o 

and 320-acre s p a c i n g , the purpose was t o pr e v e n t a l o t 

of e a r l y - o n r u l e s t h a t kept we and Yates from 

d e v e l o p i n g t h i s f i e l d p r o p e r l y . The only way you can 

develop the p r o p e r t y i s t o get the proper i n f o r m a t i o n , 

and you can't get the i n f o r m a t i o n when you can't 

produce your w e l l more than 444,000 a day. 

Q. Do you have a n y t h i n g f u r t h e r t o add t o your 

t e s t imony ? 

A. No, s i r . 

MR. CARR: That concludes my examination of 

Mr. Stevens . 

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

BY MR. CARROLL: 

Q. Mr. Stevens, e a r l y on i n your t e s t i m o n y you 

i n d i c a t e d t h a t the new t e s t s t h a t were j u s t run i n the 

l a s t few days on your McBride w e l l , i n d i c a t e d s l i g h t l y 

h i g her g a s / o i l r a t i o s ? 

A. That's c o r r e c t . 

Q. What do you mean by s l i g h t l y h i g h e r ? How 

do you d e f i n e t h a t ? 

A. Maximum, I t h i n k we had i s 15,000 t o 1. We 

g e n e r a l l y , however, produced at a hig h e r r a t e and we 

d i d n ' t produce at the lower r a t e s as we had p r e v i o u s l y 

because we wanted t o produce enough water t o determine 

i f i t were r e a l l y f o r m a t i o n water as opposed t o 

t r e a t i n g w ater. I f we had produced i t at the lower 

r a t e s , I f e e l sure our g a s / o i l r a t i o s would have 

climbed s u b s t a n t i a l l y as they had the p r i o r r a t e s . 

Q. P r i o r t o t h i s t i m e , you say t h i s was about 

15,000 t o 1. P r i o r t o t h i s t i me what was the maximum? 

A. We had a 20- or a 22,000 t o 1 at a low f l o w 

r a t e , and t h a t was evidence which was presented by the 

engin e e r . A l l of t h i s f l o w r a t e data has been 

s u b m i t t e d t o Yates, t o o , f o r t h e i r i n f o r m a t i o n . 

Q. You s a i d t h a t the water cuts were s l i g h t l y 

h i g h e r . Again, what do you mean by " s l i g h t l y h i g h e r " ? 
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A. W e l l , t h e y ' r e v a r i a b l e . We had such s h o r t 

f l o w r a t e s , you can't r e a l l y say. I n some cases we 

got as hi g h as a 50 per c e n t water c u t . I n some cases 

t h e y ' r e as h i g h as f i v e p e r c e n t or none. 

My o p i n i o n i s t h a t a s u s t a i n e d f l o w r a t e of 

about 2.5 m i l l i o n , t h a t the percentage would be 

somewhere around 20 p e r c e n t . But t h a t ' s merely an 

un t e s t e d o p i n i o n t h a t can o n l y be determined by more 

f l o w i n g . 

Q. What were the time p e r i o d s t h a t you t e s t e d 

t h i s w e l l d u r i n g the l a s t t e s t ? 

A. They were a p p r o x i m a t e l y f i v e hours a day on 

the Saturday, Sunday and Monday p r i o r t o t h i s d a t e . 

Q. Five hours each day? 

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

Q. Based on your i n f o r m a t i o n , would i t be 

p o s s i b l e t o p e r f o r a t e the McBride w e l l t o st a y w i t h i n 

t h a t o i l column? 

A. I t h i n k you can st a y w i t h i n the o i l 

column. I have a concern t h a t you're c l o s e r t o the 

o i l water t r a n s i t i o n zone and t h a t you may in c r e a s e 

your water cut by so d o i n g . P l u s , you have lower 

p o r o s i t y down t h e r e , so t h a t would mean you would get 

a l e s s e r f l o w . We would p r e f e r not doing so sim p l y 

because i t might r e s u l t i n the w e l l s being even more 
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water p r o d u c t i v e . 

Q. As I understand your p o s i t i o n , Mr. Stevens, 

i t i s b a s i c a l l y t h a t unless you get what you're 

a s k i n g , you're unable t o produce o i l at l e a s t i n the 

s i t u a t i o n or how the w e l l i s now completed and where 

the p e r f o r a t i o n s now e x i s t ? 

A. I f i t were 2,000 t o 1? Was t h a t your 

q u e s t i o n ? 

Q. I f you don't get what you're a s k i n g . I 

b e l i e v e your w e l l i s now p r e s e n t l y - -

A. Or something l i k e what we're a s k i n g , yes, 

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

Q. You a l s o s t a t e d t h a t i t was not p r a c t i c a l 

t o change the way your w e l l was completed? 

A. I t ' s p r o b a b l y not p r a c t i c a l . The r i s k , 

when you're t a l k i n g about squeezing, i s ex t r e m e l y 

h i g h . That's i n d u s t r y consensus. You squeeze a gas 

zone or an o i l zone, h e a v i l y f r a c t u r e d as t h i s i s , 

h i g h l y porous, the p e r m e a b i l i t y i s the g r e a t e s t I've 

seen i n any l o g i n the Permian B a s i n , your chances of 

g e t t i n g an adequate squeeze j o b on t h a t are g e n e r a l l y 

n i l . I t can happen. 

Q. The p e r f o r a t i o n s t h a t were made i n the 

McBride w e l l , were the y made a l l at the same time or 

d i d you go i n at a process and p e r f o r a t e an area and 
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t e s t or d i d you j u s t p e r f o r a t e a l l of the zones? 

A. A l l at the same t i m e . 

Q. And b a s i c a l l y what you now know, t h a t was 

pr o b a b l y a mistake? 

A. I don't t h i n k t h a t n e c e s s a r i l y was a 

mista k e . I t h i n k you have massive f r a c t u r i n g i n t h e r e 

and y o u ' l l have t h a t r e g a r d l e s s . Now, t h e r e i s a 

d i s t i n c t i o n between the McBride S t a t e , our w e l l , and 

the Yates "3" P a t h f i n d e r . There i s an extr e m e l y dense 

and permeable zone between the gas zone and the o i l 

zone, a p p r o x i m a t e l y 10 f e e t t h i c k . I n our w e l l , t h a t 

zone does not e x i s t . The p e r m e a b i l i t y i s cons t a n t 

t h r o u g h o u t both o i l and gas zones. 

Whether, i n f a c t t h a t helps the Yates #3 i n 

t h i s case or n o t , I don't know. I t could v e r y w e l l 

i f , i n f a c t , the Yates #3 ends up w i t h o u t a h i g h 

g a s / o i l r a t i o . 

MR. CARROLL: That's a l l the q u e s t i o n s I 

have . 

EXAMINER CATANACH: The w i t n e s s may be 

excused. 

(Thereupon, a recess was taken.) 

EXAMINER CATANACH: The h e a r i n g w i l l come 

t o o r d e r . 

MR. CARROLL: May I proceed? 
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EXAMINER CATANACH: Yes. 

LESLIE BENT Z 

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

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

EXAMINATION 

BY MR. CARROLL: 

Q. Would you please s t a t e your name, 

o c c u p a t i o n , and by whom you're employed? 

A. My name i s L e s l i e Bentz. I'm employed as a 

pe t r o l e u m g e o l o g i s t by Yates Petroleum C o r p o r a t i o n of 

A r t e s i a , New Mexico. 

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

New Mexico O i l C o n s e r v a t i o n D i v i s i o n as a pe t r o l e u m 

g e o l o g i s t and had your c r e d e n t i a l s accepted as same? 

A. Yes, I hav e. 

MR. CARROLL: I tender Ms. Bentz as an 

e x p e r t . 

EXAMINER CATANACH: She i s so q u a l i f i e d . 

Q. Ms. Bentz, you have been p r e s e n t here i n 

the h e a r i n g room d u r i n g the t e s t i m o n y of the expert 

witnesses f o r Stevens O i l , have you not? 

A. Yes, I hav e. 

Q. The area w i t h which we are concerned, are 

you f a m i l i a r and have you done any s t u d i e s i n t h a t 

ar ea ? 
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A. Yes, I have. 

Q. Were you the p r i n c i p a l g e o l o g i s t 

r e s p o n s i b l e f o r the d r i l l i n g of the Yates P a t h f i n d e r 3 

and 6 w e l l s ? 

A. Yes, I have . 

Q. Ms. Bentz, i n an e f f o r t t o t r y t o sho r t e n 

t h i s l o n g h e a r i n g and i t ' s g e t t i n g l a t e i n the day, I 

am going t o ask you t o s t a t e t o the Commission 

b a s i c a l l y i f t h e r e are any d i f f e r e n c e s w i t h respect t o 

your g e o l o g i c a l i n t e r p r e t a t i o n of t h i s area, as 

opposed t o t h a t i n t e r p r e t a t i o n given t o us by 

Mr. Ahlen on b e h a l f of Stevens O i l . 

L e t ' s t r y t o l i m i t our d i s c u s s i o n . I 

understand t h e r e are a l o t of t h i n g s where we agree, 

but l e t ' s look at where we d i s a g r e e . 

A. Okay. The two main p o i n t s I d i s a g r e e w i t h 

are the o i l / w a t e r t r a n s i t i o n zone and the o v e r a l l s i z e 

of the f i e l d . The o i l water t r a n s i t i o n zone, as 

Mr. Ahlen has i t , we performed a DST on the P a t h f i n d e r 

#6 below the t r a n s i t i o n zone, and we had a t e s t t h a t 

recovered o n l y o i l . We d i d not recover any water. 

So, t h e r e f o r e , I b e l i e v e t h a t we are d e a l i n g more w i t h 

a t i l t e d o i l water c o n t a c t r a t h e r than a t r a n s i t i o n 

zone. 

Q. You have prepared f i v e e x h i b i t s f o r use 
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here at today's h e a r i n g ? 

A. Yes, I have. 

Q. The f i r s t e x h i b i t was a land p l a t which 

agrees w i t h what Stevens O i l d i d , your second and 

t h i r d e x h i b i t s were the l a r g e c r o s s - s e c t i o n and then a 

sm a l l e r c r o s s - s e c t i o n which r e a l l y d e p i c t s the same 

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

A. That's c o r r e c t . 

Q. And then E x h i b i t s 4 and 5 deal more 

s p e c i f i c a l l y w i t h what you were j u s t t e s t i f y i n g t o , 

about the t r a n s i t i o n zone and water zone and what have 

you, do th e y not ? 

A. Yes, t h e y do. 

Q. I n p a r t i c u l a r , which e x h i b i t would you be 

r e f e r r i n g t o b a s i c a l l y ? 

A. I f we were r e f e r r i n g t o the s m a l l 

c r o s s - s e c t i o n , I t h i n k t h a t - -

Q. I f you c o u l d , p o i n t out f o r the Examiner 

e x a c t l y how t h a t r e l a t e s ? 

A. Okay. I f y o u ' l l n o t e , t h e r e appears t o be 

a d e f i n i t e o i l / w a t e r c o n t a c t i n the Stevens O p e r a t i n g 

McBride. That o i l / w a t e r c o n t a c t i s lower i n the 

P a t h f i n d e r #3 and ag a i n , by the time you reach the #6, 

you're d e a l i n g w i t h almost 50 f e e t lower than you are 

i n the McBride w e l l . 
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T h i s o n l y comes i n t o p l a y when you're 

t r y i n g t o f i g u r e out your o i l column so you can 

c a l c u l a t e how much o i l i s i n p l a c e . 

Q. Now you performed these f u n c t i o n s and 

f u r n i s h e d t h i s i n f o r m a t i o n t o Mr. Boneau, d i d you not? 

A. Yes, I d i d . 

Q. The s p e c i f i c purpose f o r d e t e r m i n i n g the 

o i l / w a t e r c o n t a c t was t o a i d him i n d e t e r m i n i n g the 

o i l i n p l a c e or what the r e s e r v o i r contained? 

A. That i s r i g h t . 

Q. Now, what other item d i d you d i f f e r w i t h , 

w i t h respect t o the i n t e r p r e t a t i o n s given by 

Mr. Ahlen? 

A. I di s a g r e e w i t h the s i z e of the o v e r a l l 

f i e l d . I p r o b a b l y have c o n s i d e r a b l y more data than 

Mr. Ahlen t o make t h i s i n t e r p r e t a t i o n . Yates 

Petroleum has i n t h e i r possession s i x s e i s m i c l i n e s 

t h a t r e a l l y d e l i n e a t e what i s going on i n Sec t i o n 2 1 , 

and p r e t t y much what's happening i n the n o r t h p a r t of 

28. The on l y problem would be i n the south p a r t of 

28 . 

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

seismic t h a t Mr. Ahlen t e s t i f i e d t o ? 

A. Yes, I am. I have them b o t h . 

Q. You do have f o u r other l i n e s of seismic 
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other than the two t h a t Mr. Ahlen had? 

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

Q. Are those l i n e s l o c a t e d both n o r t h and 

south of the l i n e s t h a t you know Mr. Ahlen u t i l i z e d ? 

A. They're l o c a t e d n o r t h . 

Q. North of i t . E x h i b i t 4 d e p i c t s , does i t 

n o t , what you consider the parameters of t h i s 

p a r t i c u l a r pool? 

A. Yes, i t does. One p o i n t I guess I have t o 

dis a g r e e w i t h Mr. Ahlen a l i t t l e b i t . The s e i s m i c , 

these f a u l t c u t s , have up t o 200 f e e t of throw on 

them. They're v e r y easy t o p i c k . There's no q u e s t i o n 

about where i t i s f a u l t e d , where we do have seismic 

c o n t r o l . We have dense enough seismic c o n t r o l i n 

Sec t i o n 21 t h a t we know where the f a u l t s a r e . 

The f a u l t s are w a n t i n g t o come t o g e t h e r i n 

the n o r t h p a r t of 2 1 , and we're g e t t i n g steep d i p 

which suggests t h a t the f i e l d does not extend 

s i g n i f i c a n t l y past the #6 w e l l , as I've got shown on 

my map. To the south again we have the f a u l t s — w e see 

the f a u l t c u t s , and again t h e y are coming t o g e t h e r . 

We see steep d i p t o the southeast and steep d i p t o the 

southwest, which suggests t h a t i t ' s not as f l a t and as 

l a r g e as Mr. Ahlen would suggest. 

Q. Mr. Ahlen's E x h i b i t s 3 and 4, those were 
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h i s attempt t o d e p i c t the magnitude of t h i s p a r t i c u l a r 

f i e l d , were the y not? 

A. Yes. 

Q. I n f a c t , you r e s t r i c t the s i z e of t h a t 

p o o l , as he has shown i n h i s E x h i b i t s 3 and 4, i n your 

e x h i b i t s , do you not? 

A. Yes, I r e s t r i c t i t . Not only do I r e s t r i c t 

i t down on Stevens, but I have i t r e s t r i c t e d from what 

he has drawn on us. I wish i t was the s i z e he's 

drawn. Right now I don't have any data t o i n d i c a t e 

i t ' s t h a t b i g . 

Q. Ms. Bentz, are t h e r e any other items you 

would l i k e t o draw t o the a t t e n t i o n of the Commission 

at t h i s time? 

A. I might t e l l j u s t v e r y b r i e f l y how these 

maps were c o n s t r u c t e d and how we c a l c u l a t e d the 

reserves i n p l a c e . 

Q. A l l r i g h t . 

A. We use s e i s m i c . I can map on top of the 

pre-Penn u n c o n f o r m i t y . Then I had t o c o n s t r u c t an 

isopach of the M i s s i s s i p p i a n which Mr. Ahlen r e a l l y 

d i d n ' t show on h i s c r o s s - s e c t i o n . But from doing 

s y n t h e t i c seismograms, t h a t i s the r e f l e c t i o n and the 

marker we are seein g . 

Then I had t o s u b t r a c t t h a t o f f , and then I 
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had p r e t t y much used the co n s t a n t g a s / o i l c o n t a c t , 

which i s c o n s i s t e n t w i t h what Mr. Ahlen s a i d . Then I 

had t o go from t h a t p o i n t , use the t i l t t h a t we were 

seeing i n the f i e l d , s u b t r a c t o f f the gas c o n t a c t and 

then come up w i t h the o i l pay below i t . 

Q. A l l r i g h t . Ms. Bentz, you d i d hear 

Mr. Ahlen t e s t i f y c o n c e r n i n g h i s c o n s t r u c t i o n of h i s 

E x h i b i t s 3 and 4? 

A. Yes. 

Q. Do you f e e l , a f t e r h a v i n g had the b e n e f i t 

of h e a r i n g him t e s t i f y t o t h a t , do you s t i l l f e e l t h a t 

your d e p i c t i o n s of t h i s p a r t i c u l a r p o o l are more 

reasonable than h i s , based on the f a c t t h a t you had 

more i n f o r m a t i o n ? 

A. Because I had more i n f o r m a t i o n a v a i l a b l e t o 

me . 

MR. CARROLL: I pass the w i t n e s s . 

EXAMINATION 

BY MR. CARR: 

Q. Because you have more i n f o r m a t i o n , you have 

been more able t o , i n your o p i n i o n , c l e a r l y d e f i n e the 

boundaries of the r e s e r v o i r ? 

A. Yes, I have. 

Q. And i t i s sm a l l e r than the r e s e r v o i r as 

d e p i c t e d i n Mr. Ahlen's i n t e r p r e t a t i o n ? 
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A. Yes. 

Q. And you've u t i l i z e d p r o b a b l y f o u r 

a d d i t i o n a l seismic l i n e s t o make t h i s i n t e r p r e t a t i o n ? 

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

Q. Based on your i n t e r p r e t a t i o n , t h e r e ' s s t i l l 

s u b s t a n t i a l reserves under the n o r t h h a l f of 28, i s n ' t 

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

A. Yes, t h e r e are . 

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

EXAMINER CATANACH: No q u e s t i o n s . 

MR. CARROLL: Mr. Examiner, I would tender 

E x h i b i t s 1 th r o u g h 5 at t h i s t i m e . 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 5 

w i l l be a d m i t t e d i n evidence. 

DAVID FRANCIS BONEAU 

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

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

EXAMINATION 

BY MR. CARROLL: 

Q. Would you please s t a t e your name, your 

o c c u p a t i o n , and by whom you're employed? 

A. My name i s David F r a n c i s Boneau. I'm 

employed as an engineer by Yates Petroleum 

C o r p o r a t i o n . I hope I'm s t i l l employed, i f I ever get 

back t h e r e . 
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Q. Mr. Boneau, have you p r e v i o u s l y t e s t i f i e d 

b e f o r e the O i l Co n s e r v a t i o n D i v i s i o n as an ex p e r t i n 

the f i e l d of pe t r o l e u m e n g i n e e r i n g ? 

A. Yes, s i r . 

Q. And had your c r e d e n t i a l s accepted f o r the 

same ? 

A. Yes, s i r . 

MR. CARROLL: I would tender Mr. Boneau as 

an ex p e r t w i t n e s s . 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. Mr. Boneau, you have prepared f o r today's 

h e a r i n g two e x h i b i t s , have you n o t , E x h i b i t s 6 and 7? 

A. Yes, s i r . 

Q. Would you please e x p l a i n t o the Examiner 

what those two e x h i b i t s are? 

A. Those two e x h i b i t s are o i l and gas isopachs 

of t h i s r e s e r v o i r t h a t we have been d i s c u s s i n g . They 

are based — t h e i r o u t l i n e i s c o n s i s t e n t w i t h the 

o u t l i n e developed by Ms. Bentz i n her t e s t i m o n y . 

There are t h r e e data p o i n t s on which the 

o i l i n pla c e and gas i n plac e c a l c u l a t i o n s are made. 

Those are the t h r e e w e l l s t h a t are p r o d u c t i v e from 

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

I've analyzed the logs and come up w i t h 

f e e t of gas hydrocarbon pore volume and o i l 
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hydrocarbon pore volume i n each of the t h r e e w e l l s , 

put those on the o u t l i n e , p l a n i m e t e r e d , drew contour 

l i n e s , p l a n i m e t e r e d , and come up w i t h o r i g i n a l o i l i n 

place of 9.1 m i l l i o n stock tank b a r r e l s and o r i g i n a l 

gas i n pla c e of 16.4 Bcf, and those numbers are going 

t o be sm a l l e r than s i m i l a r numbers developed f o r the 

l a r g e r r e s e r v o i r p r esented by the other people. 

Q. Through Mr. Davis' t e s t i m o n y ? 

A. Yes, s i r . 

Q. Mr. Boneau, you were present d u r i n g the 

t e s t i m o n y of Mr. Davis, i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. Mr. Boneau, would you please d i s c u s s f o r 

the b e n e f i t of the Examiner i f you found any or i f you 

have any d i f f e r e n c e s w i t h the t e s t i m o n y or the 

co n c l u s i o n s drawn by Mr. Davis and why you draw those 

d i f f e r i n g c o n c l u s i o n s ? 

A. I ' l l t r y t o do t h a t . L e t ' s s t a r t w i t h what 

I t h i n k we have i n common. I t h i n k we agree t h a t 

t h e r e ' s a r e s e r v o i r of some s i z e t h a t has r o u g h l y a 

hundred f o o t column of o i l o v e r l a y i n g 500 p l u s or 

minus f e e t of gas, a b i g gas cap. An o i l r e s e r v o i r 

w i t h a b i g gas cap. I t seems t o be f r a c t u r e d . We 

have some i n d i c a t i o n t h a t i t ' s f r a c t u r e d . 

There's an awful l o t of o i l t h e r e , and we 
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s i m p l y want t o spend some time t r y i n g t o recover a 

l a r g e f r a c t i o n of t h a t o i l . What I t h i n k i s happening 

i n Mr. Stevens's w e l l i s t h a t he's coning o i l up, he's 

p e r f o r a t e d , you know, he's b a r e l y i n the top of the 

o i l zone or ha l f w a y i n the o i l zone, but he's not 

r e a l l y p e r f o r a t e d i n the o i l zone. He has a l l t h i s 

gas cap open. 

The o n l y way he can produce o i l i s t o cone 

i t up where i t s p e r f o r a t i o n s are. And t o get a 

pressure drop t o do t h a t , he's got t o p u l l the w e l l 

hard t o lower the p r essure i n the w e l l b o r e so t h a t the 

o i l can move up. 

You know, I'm s o r r y h i s w e l l ' s l i k e t h a t 

and I'm s o r r y our w e l l s a r e n ' t p e r f e c t y e t , e i t h e r , 

but we've got t h i s 9.1 m i l l i o n b a r r e l s of o i l or a 

bigg e r number, I hope, w i t h a b i g gas cap. At Empire 

Abo, which i s a huge f i e l d , i t has t h i s same k i n d of 

geometry on a big g e r s c a l e , but the same k i n d of 

geometry. And by slow p r o d u c t i o n over many years the 

p a r t n e r s at Empire Abo are going t o recover something 

l i k e 40 pe r c e n t of the o i l . That might be a b i g 

t a r g e t , b u t , you know, 30 might be p o s s i b l e . I t might 

be p o s s i b l e t o recover 3,000,000 b a r r e l s of o i l from 

t h i s . 

I would ask you t o do a l i t t l e a r i t h m e t i c 

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 

102 

w i t h me. I f you take--my numbers are e a s i e r f o r me t o 

t a l k about, but i f you tak e 16.2 Bcf of gas and 

produce i t at a 20,000 GOR, you get out 820,000 

b a r r e l s of o i l , which i s l i k e e i g h t p e r c e n t of the o i l 

i n p l a c e . I'm t h i n k i n g , t h a t ' s what t h e y ' r e a s k i n g 

f o r . Maybe t h a t ' s a l l we can do, but g i v e us 90 days 

t o t r y and do i t r i g h t , what I c a l l r i g h t , which i s 

p e r f o r a t e i n the o i l , produce i t at low r a t e s so you 

don't cone w a t e r , so you don't cone gas, see i f you 

can do t h a t . 

That's what we're s u g g e s t i n g , i s t h a t t h e r e 

be a p e r i o d of time t o see i f the o p e r a t o r s can do 

t h a t . And i f t h a t ' s s u c c e s s f u l , we p r o b a b l y can 

develop the f i e l d so t h a t w e ' l l get an e x t r a two or 

two and a h a l f m i l l i o n b a r r e l s of o i l , which i s a l o t 

of money t o us and a l o t of r o y a l t i e s and a l l t h a t 

good s t u f f . 

We d r i l l e d our d i s c o v e r y w e l l a year or 

year and a h a l f ago, and i t sat t h e r e , you know, i t 

produced n o t h i n g . Our people f e e l t h a t another 90 

days of an empty pocket i s okay, i n view of the 

p o s s i b l e plum of t h i s 2- or 3,000,000 b a r r e l s of o i l . 

That's p r e t t y much our p o s i t i o n . We j u s t 

don't b e l i e v e t h a t you can set a GOR and expect people 

not t o go up t o i t . The GOR i s going t o be l i k e a 
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highway speed l i m i t , I t h i n k . The maximum i s going t o 

become the minimum, the minimum i s going t o become the 

maximum. You set 20,000, you're going t o get gas 

wasted. You need t o set a low GOR and a r e l a t i v e l y 

low f l o w r a t e so t h a t we can t r y t o produce t h i s 

r e s e r v o i r as an o i l r e s e r v o i r . I t ' s going t o r e q u i r e 

Mr. Stevens t o do some t h i n g s he doesn't t h i n k w i l l 

work or doesn't want t o do, and i t ' s going t o r e q u i r e 

us t o work on our w e l l s t o reach the same t h i n g . 

Maybe we can't do i t , but we want 90 days t o t r y . 

Q. Mr. Boneau, based on your c a l c u l a t i o n of 

reserves i n p l a c e , the r a t e s t h a t Stevens O i l 

Ope r a t i n g i s r e q u e s t i n g , would those r a t e s , based on 

your reserve numbers, r e s u l t i n a s i g n i f i c a n t 

p r o d u c t i o n of the amount of gas t h a t ' s i n pla c e or a 

r e d u c t i o n i n the pressure i n the gas cap? 

A. Yes. W e l l , i f he's going t o produce, i f 

we're going t o be able t o produce 13,000,000 c u b i c 

f e e t per day out of h i s w e l l and out of at l e a s t one 

of our w e l l s , i n nine months t h a t ' s going t o amount t o 

something l i k e 43 pe r c e n t of the gas i n the 

r e s e r v o i r . 

I f he produces h i s at 20,000 GOR and we 

produce ours at 20,000 GOR f o r the nine months, t h a t ' s 

over 7 Bcf of gas which i s around 40 pe r c e n t of the 
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gas i n the r e s e r v o i r . T h i s t e s t p e r i o d would blow 

down the r e s e r v o i r . The t e s t p e r i o d would be the l i f e 

of the r e s e r v o i r . I t h i n k t h a t ' s not wise. 

Q. Mr. Boneau, i s i t a f a i r s t a t e m e n t , t h e n , 

t h a t you di s a g r e e w i t h Mr. Davis' f i g u r e of f i v e 

p e r c e nt t h a t he a t t r i b u t e d t o a l l o w i n g t h e i r program 

t o go on f o r nine months, t h a t they would onl y r e s u l t 

i n an approximate f i v e p e r c e n t r e d u c t i o n , then? 

A. W e l l , he a d m i t t e d t h a t was based on two and 

a h a l f m i l l i o n a day and a d i f f e r e n t GOR than he was 

askin g f o r . So, yeah, the numbers a r e - - i f people 

would produce what i s allowed by what t h e y ' r e 

r e q u e s t i n g , way more than f i v e p e r c e n t of the 

r e s e r v o i r would be blown down. 

Q. Mr. Boneau, I know you've g o t t e n i n t o p a r t 

of what Yates i s a s k i n g t h i s Commission t o do out 

t h e r e . Would you s p e c i f i c a l l y s t a t e e v e r y t h i n g t h a t 

Yates would l i k e the Commission t o do? because we are 

a s k i n g , i n e f f e c t , or Yates Petroleum C o r p o r a t i o n i s 

asking f o r s p e c i f i c r u l e s t o be imposed out t h e r e on 

t h i s f i e l d , are t h e y not? 

A. Yes, s i r , t h a t ' s c o r r e c t . We're a s k i n g 

t h a t the 320 acres remain as Mr. Stevens asked, and I 

t h i n k our reason f o r t h a t i s t h a t my idea may be 

e n t i r e l y wrong and i n t h r e e months w e ' l l be back here 
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s a y i n g , we got a l i t t l e o i l and most of us got gas and 

we're a l l beyond 320s. We t h i n k you would be wise 

down the road t o st a y w i t h 320s j u s t l i k e they ask. 

THE WITNESS: We'll g i v e you one, okay? 

MR. STEVENS: Thanks. 

A. We t h i n k t h a t the o i l r a t e should be set at 

222 b a r r e l s of o i l per day, and t h a t the GOR should be 

set at 2,000, and t h a t the t e s t p e r i o d should l a s t 90 

days, t h r e e months, r a t h e r than a longer p e r i o d of 

t i m e . 

Q. S p e c i f i c a l l y what t e s t s are you p r o p o s i n g 

or i s Yates p r o p o s i n g t o pe r f o r m out t h e r e , and can 

those t e s t s be performed under the g u i d e l i n e s t h a t 

you've j u s t advocated? 

A. W e l l , as Mr. Davis and I agree, I'm sure we 

could t h i n k up t e s t s which would t a k e longer than 

t h a t . I don't t h i n k t h a t ' s the p o i n t . The main t h i n g 

we want t o t e s t i s whether we can produce o i l at 

r e l a t i v e l y low GOR and r e l a t i v e l y low w a t e r / o i l r a t i o s 

w i t h the idea t h a t i f we're s u c c e s s f u l i n d e v e l o p i n g 

on 80 acres or maybe 40 ac r e s , or maybe d r i l l i n g 

h o r i z o n t a l w e l l s t h r o u g h the o i l , but the main t e s t we 

want t o do i s t r y t o complete the w e l l s so t h a t they 

can produce as o i l w e l l s , okay? 

We would a l s o do some t e s t i n g , 
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i n t e r f e r e n c e - t y p e p r e ssure t e s t i n g , t r y t o seek 

c o n t i n u i t y from w e l l t o w e l l and al s o from gas cap t o 

o i l zone. I have i n mind, i f some of t h i s works o u t , 

i n d o i ng a nu m e r i c a l s i m u l a t i o n r e s e r v o i r model. That 

i s not do-able i n t h r e e months, but t h r e e months i s 

long enough t o determine an answer t o the main 

q u e s t i o n t h a t we t h i n k i s an i m p o r t a n t one t o ask, 

whether these can be produced as o i l w e l l s . 

Q. Mr. Boneau, i n your o p i n i o n , i f the 

Commission were t o accept the g u i d e l i n e s as g u i d e l i n e s 

what you have j u s t advocated, i s i t your o p i n i o n t h a t 

such would p r e v e n t waste i n t h i s area? 

A. Yes, t h e y would s u r e l y p r e v e n t waste. 

Q. Do you f e e l t h a t c o r r e l a t i v e r i g h t s would 

a l s o be p r o t e c t e d ? 

A. Yes, c o r r e l a t i v e r i g h t s would be 

p r o t e c t e d . Both people would be p r o d u c i n g at 

r e l a t i v e l y low r a t e s . 

Q. Mr. Boneau, i f the Commission were t o adopt 

the g u i d e l i n e s t h a t have been promoted by Mr. Stevens 

or Stevens O i l , do you f e e l t h a t those g u i d e l i n e s 

would p r e v e n t waste? 

A. I f e e l i f the Commission g r a n t s what the 

p e t i t i o n e r asks, t h a t a l a r g e p o r t i o n of the gas cap 

w i l l be blown down, whether i t ' s 18 pe r c e n t or 25 
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p e r c e n t or 43 p e r c e n t . An unacceptably l a r g e p o r t i o n 

of the gas cap w i l l be blown down and the r e s u l t w i l l 

be a waste of o i l t h a t i s p o s s i b l y r e c o v e r a b l e . 

Q. I n oth e r words, we would leave o i l i n the 

ground t h a t might have been r e c o v e r e d , had we not 

wasted the gas cap? 

A. Yes, s i r . 

Q. Do you f e e l t h a t Stevens O i l p r o p o s a l , 

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

A. I t p r o b a b l y would, a c t u a l l y . Both people 

would produce l i k e c r a z y , out of c o m p e t i t i o n . 

Q. But the key problem then here i s the issue 

of waste, i s i t n o t , Mr. Boneau? 

A. I t i s i n my o p i n i o n , yes, s i r . 

Q. B a s i c a l l y , t h e n , under both p r o p o s a l s , 

c o r r e l a t i v e r i g h t s would be taken care of because a l l 

p a r t i e s would be t r e a t e d the same? 

A. Yes, s i r . 

Q. The r e a l i ssue i s the p o s s i b l e damage t o 

the r e s e r v o i r ? 

A. That's my o p i n i o n , yes, s i r . 

Q. Do you have a n y t h i n g e l s e t h a t you would 

l i k e t o pr e s e n t t o the Commission today r e l a t i v e t o 

these issues ? 

A. I do not . 
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MR. CARROLL: Pass the w i t n e s s . 

EXAMINATION 

BY MR. CARR: 

Q. Dr. Boneau, i f I understand your concern, 

you b e l i e v e waste w i l l occur i f the recommended gas 

r a t e s , recommended by Stevens, are a u t h o r i z e d and they 

produce those volumes, i s t h a t r i g h t ? You're going t o 

have a r e d u c t i o n i n pressure i n the gas cap? 

A. Yes, s i r . 

Q. And t h a t ' s going t o lea d t o waste? 

A. Uh-huh. 

Q. Would t h a t occur i f you had o i l s a t u r a t e d 

rock i n the gas column i n t h i s r e s e r v o i r ? 

A. I b e l i e v e t h a t my concern i s independent of 

t h a t i s s u e . I d i d not address t h a t i ssue and I don't 

t h i n k t h a t i t ' s - -

Q. When you look at t h i s , does the r e s e r v o i r 

d r i v e mechanism have a n y t h i n g t o do w i t h your concern 

about b l o w i n g down the gas cap? 

A. Oh, yes . 

Q. I f i t ' s a hundred percent water d r i v e 

r e s e r v o i r , would t h a t cause waste? 

A. I f t h e r e ' s a huge water d r i v e , what you 

c a l l a hundred p e r c e n t water d r i v e , i f t h e r e ' s a huge 

water d r i v e , you would want t o keep the pressure i n 
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the gas cap so t h a t the o i l d i d not move up i n t o t h e 

gas cap unless the gas cap i s a l r e a d y s a t u r a t e d w i t h 

o i l . Our g e o l o g i s t doesn't t h i n k t h a t i t ' s a l r e a d y 

s a t u r a t e d w i t h o i l , and we don't t h i n k i t i s and we 

don't t h i n k i t ' s w o r t h t h a t r i s k . 

So, even i f t h e r e i s a water d r i v e , you 

would want t o keep the p r e s s u r e i n the gas cap so t h a t 

the o i l would be f o r c e d t o your w e l l s r a t h e r than up 

i n t o your gas cap. I f t h e r e ' s not a b i g water d r i v e , 

then the dominant mechanism i s the gas cap expansion, 

and you would want t o m a i n t a i n the energy i n t h a t gas 

cap t o push o i l out your w e l l s r a t h e r than t o blow the 

gas o f f of the gas cap. 

Q. We don't know, do we, whether we have a 

50-percent water d r i v e or more than t h a t ? 

A. No, we do not know. 

Q. We r e a l l y don't know f o r sure whether or 

not we've got o i l s a t u r a t e d rock i n the gas column, do 

we? 

A. I don't know w i t h 100-percent c e r t a i n t y the 

answer t o t h a t . I know t h e r e ' s a gas cap. That's the 

one d r i v e I do know, and I'm w o r r i e d about p r o t e c t i n g 

t h a t one. 

Q. The reason t h a t you're p r o p o s i n g the 90-day 

temporary p e r i o d w i t h the r a t e s of w i t h d r a w a l and the 
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g a s / o i l r a t i o t h a t you're recommending, t h a t i s again 

t o gather data on t h i s f o r m a t i o n , i s n ' t t h a t r i g h t ? 

A. Yes, s i r . You could be a b s o l u t e l y r i g h t on 

s e v e r a l o f - -

Q. One t h i n g we can p r o b a b l y agree on, t h e r e 

i s a l o t out here we don't know about t h i s r e s e r v o i r 

yet ? 

A. Yes, s i r , I agree . 

Q. We a l s o know t h e r e ' s a s u b s t a n t i a l volume 

of o i l under Stevens' t r a c t ? I t h i n k t h a t ' s a f a i r 

s t a t e m e n t , i s i t not? 

A. Yes, s i r . 

Q. What you are recommending i s a t e s t p e r i o d 

t h a t w i l l reduce p r o d u c i n g r a t e s f o r 90 days? 

A. W e l l , I ' d p r e f e r t o look at them t h a t i t 

would r a i s e them from zero t o something, but not as 

high as other people want. 

Q. You're going t o have a lower g a s / o i l r a t i o 

than i s recommended by Stevens? 

A. Yes, s i r . 

Q. You're recommending a lower p r o d u c i n g r a t e ? 

A. Yes, s i r . 

Q. Based on your u n d e r s t a n d i n g of t h i s 

r e s e r v o i r and the w e l l s i n i t , at the r a t e s you're 

recommending, i t ' s f a i r t o say t h a t no o i l i s going t o 
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be produced from the Stevens w e l l , i s n ' t t h a t r i g h t ? 

A. W e l l , the g i s t of your q u e s t i o n i s r i g h t i f 

he does n o t h i n g . I t h i n k - - a n d he doesn't g i v e a d a r n , 

you know, what I t h i n k - - b u t I t h i n k t h a t he needs t o 

be out t h e r e t r y i n g t o p e r f o r a t e h i s w e l l lower and 

t r y i n g t o squeeze h i s w e l l and t r y i n g t o produce the 

o i l and--which i s the same t h i n g t h a t we, you know, 

t h i n k we want t o do. And you're r i g h t , I t h i n k , i n 

t h a t our recommendation f o r c e s him t o make a d e c i s i o n 

t o produce n o t h i n g or t o t r y t o produce the o i l . 

Q. And as the w e l l i s now completed, your 

recommendation simply means t h a t t h i s w e l l won't 

produce o i l unless t h e r e ' s some r e a l changes made i n 

the mechanical set-up i n t h a t w e l l ? 

A. I b e l i e v e t h a t ' s t r u e , yes. 

Q. And you would have t o agree t h a t when you 

s t a r t monkeying w i t h a w e l l and s t a r t going i n and 

cementing o f f p e r f o r a t i o n s and a l l , t h e r e ' s a ba s i c 

r i s k t o the w e l l i t s e l f whenever you do t h a t , i s n ' t 

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

A. There i s some r i s k i n t h a t o p e r a t i o n , yes, 

s i r . 

Q. When you go down and t r y and p e r f o r a t e 

deeper i n a zone, you do run the r i s k of a high e r 

water c u t , i s n ' t t h a t c o r r e c t ? 
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A. That's c o r r e c t . 

Q. And you could get i n t o an area of l e s s 

p o r o s i t y ? That's c o r r e c t , i s n ' t i t ? 

A. Not t h a t t h a t ' s bad, but t h a t i s c o r r e c t , 

yes . 

Q. So what you're recommending, i n f a c t , poses 

some r i s k t o the Stevens w e l l , i f he decides t o go out 

t h e r e and do something m e c h a n i c a l l y t o the w e l l , i s n ' t 

t h a t r i g h t ? 

A. That's c o r r e c t . And we've got two w e l l s 

t h a t have t o face the same r i s k . Our w e l l s are not i n 

the c o n d i t i o n where t h e y need t o be t o get t h i s h i g h 

r e c o v e r y of o i l . 

Q. You t a l k e d about t e s t i n g t o see i f t h e r e 

was c o n t i n u i t y w e l l t o w e l l d u r i n g t h i s p e r i o d of 

t i m e . Right now, i s n ' t i t f a i r t o say i t ' s f a i r l y 

obvious t h a t t h e r e i s communication between a l l t h r e e 

w e l l s i n t h i s pool? 

A. Yes, t h a t ' s everyone's o p i n i o n I've t a l k e d 

t o , and t h a t ' s my o p i n i o n a l s o . 

Q. The two Yates w e l l s are c u r r e n t l y p r o d u c i n g 

o i l at lower r a t e s ? 

A. I p u r p o s e l y d i d not t a l k about what our 

w e l l s are d o i n g . They've done d i f f e r e n t t h i n g s on 

d i f f e r e n t days. Our w e l l s cannot produce 222 b a r r e l s 
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of o i l a day at 2,000 GOR r i g h t now. 

Q. Are they p r o d u c i n g o i l r i g h t now? 

A. They have been t e s t e d i n the same time 

p e r i o d t h a t Mr. Stevens t a l k e d about, i n the p r e v i o u s 

few days, and they both produced o i l i n those t e s t s . 

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

EXAMINER CATANACH: Any r e d i r e c t ? 

MR. CARROLL: No. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Boneau, the o u t l i n e of the r e s e r v o i r as 

your g e o l o g i s t has d e f i n e d i t , covers a p p r o x i m a t e l y 

355 a c r e s . You and Stevens are i n agreement t h a t t h i s 

f i e l d should be spaced on 320 i n i t i a l l y . Do you have 

any f e e l f o r what these w e l l s might e v e n t u a l l y be 

determined t o d r a i n , how l a r g e an area? 

A. My f e e l i n g i s t h a t the gas cap, i f they end 

up being produced as gas w e l l s w i t h minor amounts of 

o i l , t h e y can c l e a r l y drain--320 acres i s c l e a r l y 

a p p r o p r i a t e s p a c i n g . I f the t e s t s t h a t I'm t a l k i n g 

about t u r n out t o be s u c c e s s f u l , the f i e l d should be 

developed as an o i l r e s e r v o i r on e i t h e r 40's or 80's. 

We have a l i t t l e p e r m e a b i l i t y d a t a , which i s 

c o n s i s t e n t w i t h what I'm s a y i n g . I n t h i s 90 days we 

would have more pre s s u r e b u i l d - u p s and p e r m e a b i l i t y 
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d e t e r m i n a t i o n s and coul d t e l l you whether a 40 or an 

80 i s a recommended sp a c i n g . But I'm c o n f i d e n t t h a t 

i f i t can be developed as an o i l r e s e r v o i r , 40's or 

80's are the a p p r o p r i a t e s p a c i n g . 

Q. Whether or not i t w i l l be produced as an 

o i l or gas r e s e r v o i r depends on t h i s t e s t p e r i o d , 

doesn't i t , and what i s determined? 

A. That's my p o i n t of view, yes, s i r . That's 

what we're t r y i n g t o convince you o f . 

EXAMINER CATANACH: I have no f u r t h e r 

q u e s t i o n s of t h i s w i t n e s s . 

MR. CARROLL: Mr. Examiner, I would move 

the admission of Yates E x h i b i t s 6 and 7. 

EXAMINER CATANACH: E x h i b i t s 6 and 7 w i l l 

be a d m i t t e d as evidence. 

MR. CARROLL: That concludes Yates 1 

evidence. 

EXAMINER CATANACH: Would counsel l i k e t o 

make c l o s i n g statements i n t h i s case? Okay, 

Mr. C a r r o l l , whenever you're ready, i f you want t o 

make a c l o s i n g s t a t e m e n t . 

MR. CARROLL: I t h i n k t h a t the problem t h a t 

faces the Commission here i s not one of whether t o do 

something or not t o do something. I t h i n k both 

p a r t i e s agree t h a t something needs t o be done. We 
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have a problem. We thought we had a gas f i e l d , a gas 

p r o s p e c t , and now those t h o u g h t s have been shaken. I t 

now appears t h a t we have or q u i t e p o s s i b l y we could 

have a ve r y n i c e o i l d i s c o v e r y out here. 

R e a l l y , I t h i n k when you look at the 

evidence and you weigh the evidence p r e s e n t e d by the 

two s i d e s , I t h i n k what Yates has presented p r o b a b l y 

should be given a l i t t l e more weight because i t ' s 

based upon more i n f o r m a t i o n . Yates has d r i l l e d two 

w e l l s . They have more l i n e s of seismi c out here. 

They've been b e t t e r able t o d e f i n e what the r e s e r v o i r s 

are . 

I t gets us down t o the u l t i m a t e q u e s t i o n , 

which i s t h a t we have a r e s o u r c e , a n a t u r a l r e s o u r c e , 

and we want t o p r o t e c t i t . And our g u i d e l i n e s a r e , we 

are supposed t o pre v e n t waste. W e l l , we both 

presented t e s t i m o n y which says, "Our p r o p o s a l w i l l 

p r e v e nt waste." I t h i n k you need t o break i t down and 

look at i t a l i t t l e more c l o s e l y , because I don't 

t h i n k both sides are t a l k i n g about p r e v e n t i n g waste. 

I do b e l i e v e t h a t Yates' arguments and the 

evidence put on by i t s two w i t n e s s e s are d e p i c t i n g a 

s i t u a t i o n t h a t we c o u l d , i f we do something wrong out 

here, we could r i s k the l o s s of r e c o v e r a b l e o i l ; 

t h e r e f o r e , waste. Our r i s k out t h e r e i s r e a l , i n 
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l o s i n g o i l . 

Mr. Stevens, and Stevens O i l ' s p o s i t i o n i s 

w e l l , we're going t o lo s e because we're not going t o 

be able t o produce. Under the p r o p o s a l presented by 

Yates, I don't t h i n k you're going t o lo s e t h a t o i l . 

I f worse comes t o worse and Stevens O i l does not do 

a n y t h i n g t o i t s w e l l and i t j u s t s i t s out t h e r e f o r 

t h r e e months, t h e y may be d e f e r r e d income, but I don' 

t h i n k t h e r e ' s a n y t h i n g i n what has been proposed by 

Yates t h a t i s going t o cause them t o los e u l t i m a t e 

r e s e r v e s . And t h a t ' s the r i s k we r e a l l y need t o focu 

on here, i s what i s the r e a l r i s k ? 

The r i s k i s l o s i n g r e s e r v e s , not d e f e r r i n g 

p r o d u c t i o n or not g e t t i n g cash f l o w f o r a p e r i o d of 

t i m e . I t i s u n f o r t u n a t e t h a t Mr. Stevens adopted a 

procedure by going out and p e r f o r a t i n g the e n t i r e 

s t r i n g , or what he thought was the e n t i r e s t r i n g , 

where Yates has not done t h a t . And they might be 

b e t t e r a b l e . S t i l l , he's not pre v e n t e d from t a k i n g 

remedial a c t i o n and p u t t i n g h i s w e l l i n t o a s i t u a t i o n 

where i t can produce as an o i l w e l l . 

There i s no easy s o l u t i o n . I t ' s going t o 

cost somebody. What we've got t o do i s weigh the 

r e l a t i v e c o s t . I f Mr. Stevens i s wrong, i f h i s 

p r o p o s a l i s wrong, we may have shot o u r s e l v e s i n the 
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f o o t and l o s t 50 per c e n t of those o i l r e s e r v e s . 

I f Yates i s wrong, we have d e f e r r e d income 

f o r Mr. Stevens f o r t h r e e months. That's what you've 

got t o weigh. I t h i n k t h a t ' s what the d e c i s i o n ought 

t o t u r n on. Which s o l u t i o n i s the l e a s t r i s k y ? 

We do agree we don't have the answers and 

we need t o get some more, but l e t ' s don't adopt a 

p o l i c y which could r e a l l y cost us i n the lo n g run and 

other f o l k s out t h e r e . There's other people 

t h a t — w e l l , I say "other people." Yates c o n t r o l s most 

of t h i s and I t h i n k p o s s i b l y Stevens O i l , at l e a s t the 

way these p o o l s have gone, but we a l s o have the Stat e 

of New Mexico, the r o y a l t y owners and other w o r k i n g 

i n t e r e s t owners, i f t h e r e are any. That's where we 

need t o c o n f i n e o u r s e l v e s , and t h a t ' s the crux of the 

quest i on . 

EXAMINER CATANACH: Thank you. Mr. Carr? 

MR. CARR: May i t please the Examiner, I 

t h i n k the r e a l q u e s t i o n here i s e f f i c i e n t o p e r a t i o n s 

i n t h i s r e s e r v o i r . I t h i n k we agree t h a t what we 

don't have i s s u f f i c i e n t data t o make the k i n d of 

c a l l s t h a t have t o be made so t h a t the o p e r a t o r s i n 

the p o o l can go f o r w a r d , produce the w e l l s at the 

maximum e f f i c i e n t r a t e and recover what i s t h e r e . 

What we have, we have Mr. Stevens coming i n 
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here w i t h a w e l l t h a t we submit t o you has been 

completed and i n an a p p r o p r i a t e f a s h i o n , and we have 

a l s o Yates w e l l s which have been completed i n what 

appears t o be a p p r o p r i a t e manners. Yet, when we look 

at the r e s e r v o i r , we f i n d t h a t t h e y ' r e not p r o d u c i n g 

a c t u a l l y as any of the o p e r a t o r s o r i g i n a l l y hoped. 

So what we're d o i n g , we're coming i n and 

we're a s k i n g f o r some maximum l i m i t s t h a t a d m i t t e d l y 

were set too h i g h . They were set too h i g h because we 

were hoping not t o i n t e r f e r e w i t h Yates o p e r a t i o n s 

w h i l e we c o l l e c t e d d a t a . But we're coming i n here 

w i t h a r e a l i s t i c time p e r i o d t o c o l l e c t some 

meaningf u l data so some r e a l d e c i s i o n s can be made and 

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

we can a c q u i r e data t o make some r e a l i s t i c c a l l s . 

I submit t o you, on the other hand what we 

have i s Yates coming i n w i t h some v e r y low r a t e s and a 

very s h o r t time p e r i o d t h a t we submit w i l l r e a l l y be 

inadequate t o e s t a b l i s h a n y t h i n g , and w e ' l l be back 

here i n another 90 days l o o k i n g at t h i s same q u e s t i o n 

a l l over a g a i n . 

There are a few t h i n g s t h a t we do know. We 

do know t h a t the r e s e r v o i r i s n ' t p e r f o r m i n g l i k e 

anybody suspected, and even when we hear arguments 

from Yates today, no one i s w i l l i n g t o c a l l t h i s , once 
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and f o r a l l , as an o i l and gas r e s e r v o i r now. So 

we've got a s i t u a t i o n where we come b e f o r e you and the 

q u e s t i o n i s : Are we going t o go a f t e r some me a n i n g f u l 

i n f o r m a t i o n and t r y and do t h i s r i g h t ? or are we going 

t o j u s t t ake a s h o r t stab and c o l l e c t a l i t t l e b i t of 

data which, I t h i n k , even Dr. Boneau suggested the 

time frame was inadequate, f o r modeling the r e s e r v o i r 

and some other t h i n g s t h a t might u l t i m a t e l y be 

r e q u i r e d . 

There are other t h i n g s we agree on. 

There's a l o t we don't know. We s i t here and we 

s p e c u l a t e , what i f ? What i f you've got 100-percent 

water d r i v e ? What i f i t ' s 50-percent water d r i v e ? 

What i f t h e r e ' s o i l s a t u r a t e d rock i n the gas zone? 

What i f ? What i f ? What i f the g a s / o i l c o n t a c t i s 

t i l t e d ? The f a c t of the matter i s , we r e a l l y don't 

know v e r y much and we submit t o you we're s t a n d i n g 

b e f o r e you w i t h the only p r o p o s a l t h a t ' s going t o 

enable us t o r e a l l y o b t a i n some i n f o r m a t i o n . 

But t h e r e i s a c o r r e l a t i v e r i g h t s q u e s t i o n 

t h a t a l s o hangs over t h i s , and t h a t i s the p r o p o s a l 

t h a t Mr. Stevens makes i s going t o l e t everybody 

produce. I don't t h i n k anybody would suggest t h a t 

these two o p e r a t o r s are going t o run out and t r y and 

gut a r e s e r v o i r t h a t they've got t h i s k i n d of 
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investment and i n t e r e s t i n . 

What you've got i s a s i t u a t i o n where we're 

p r o p o s i n g something where Yates can produce, and 

t h e y ' r e p r o p o s i n g something t h a t gives us the o p t i o n 

of u n d e r t a k i n g c e r t a i n — a t t e m p t i n g c e r t a i n mechanical 

changes on our w e l l t h a t c o u l d r u i n the w e l l b o r e . I 

t h i n k i t would be ni c e f o r us t o go down and p e r f o r a t e 

where we're going t o be coning water i n t o t h e w e l l or 

the p e r f o r a t i o n s , or the p o r o s i t y i s going t o be 

t i g h t . 

Mr. Stevens i s a prudent o p e r a t o r and he 

t h i n k s these t h i n g s are imprudent, so what we have 

b e f o r e you i s one p r o p o s a l where everyone can produce, 

and another one where Yates w i l l produce and w e ' l l be 

c o n f r o n t e d w i t h making a d e c i s i o n of s i t t i n g back and 

not p r o d u c i n g a n y t h i n g , or ru n n i n g t h e r i s k of r u i n i n g 

ou r w e l l . 

We b e l i e v e we've come f o r w a r d w i t h a 

pr o p o s a l t h a t was conceived i n a f a s h i o n t h a t we 

thought would be ac c e p t a b l e t o everyone, and at the 

same time l e t us develop some me a n i n g f u l i n f o r m a t i o n . 

We f e e l l i k e the h e a r i n g has been t u r n e d and Mr. 

Stevens has been p a i n t e d as someone t r y i n g t o run out 

and blow o f f the gas cap. We t h i n k i t ' s absurd. 

We t h i n k the on l y a p p r o p r i a t e t h i n g f o r you 
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t o do i s t o gr a n t the a p p l i c a t i o n . But, i f you have 

t o make some adjustments i n i t , o b v i o u s l y on t h i s 

r e c o r d we were a s k i n g f o r some t h i n g s t h a t were 

u n u s u a l l y high t o accommodate o t h e r s ; we c e r t a i n l y 

would not o b j e c t t o - - I hate t o say i t — abandoning the 

one t h i n g i n which we seem t o be i n accord. 

I t h i n k perhaps i f you're going t o t r y and 

set up a framework w i t h which some me a n i n g f u l 

i n f o r m a t i o n can be gained, 160-acre spacing i s 

pr o b a b l y the most a p p r o p r i a t e way t o go, f o r i t would 

p e r m i t not o n l y t e s t i n g but a d d i t i o n a l d r i l l i n g w i t h i n 

what appears t o be the boundary of the r e s e r v o i r . We 

submit t h a t i f you're going t o p r o t e c t c o r r e l a t i v e 

r i g h t s , i f you're going t o pre v e n t waste, the 

a p p l i c a t i o n of Stevens should be g r a n t e d . 

EXAMINER CATANACH: Thank you, Mr. Carr. 

I t ' s requested t h a t I r e c e i v e d r a f t o r d ers from both 

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

I s t h e r e a n y t h i n g f u r t h e r i n t h i s case at 

t h i s time? I f n o t , Case 9854 w i l l be taken under 

advisement . 

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 

122 

CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO 
) SS . 

COUNTY OF SANTA FE 

I f C a r l a Diane Rodriguez, C e r t i f i e d 

Shorthand Reporter and Notary P u b l i c , HEREBY CERTIFY 

t h a t the f o r e g o i n g t r a n s c r i p t of proceedings b e f o r e 

the O i l Con s e r v a t i o n D i v i s i o n was r e p o r t e d by me; t h a t 

I caused my notes t o be t r a n s c r i b e d under my p e r s o n a l 

s u p e r v i s i o n ; and t h a t the f o r e g o i n g i s a t r u e and 

accurate r e c o r d of the pr o c e e d i n g s . 

or employee of any of the p a r t i e s or a t t o r n e y s 

i n v o l v e d i n t h i s matter and t h a t I have no p e r s o n a l 

i n t e r e s t i n the f i n a l d i s p o s i t i o n of t h i s m a t t e r . 

I FURTHER CERTIFY t h a t I am not a r e l a t i v e 

WITNESS MY HAND AND SEAL February 25, 1990. 

CARLA DIANE RODRIGU 
CSR No. 91 

My commission e x p i r e s : May 25, 1991 

I do hereby certify that the foregoing Is 
a complete record of the proceedings In/ 
i <i fcxarvinw hearinq of Case No. wSV\ 

OH Conservation Division 

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 

STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n o f Stevens O p e r a t i n g Case 9854 

C o r p o r a t i o n f o r p o o l c r e a t i o n and 

s p e c i a l p o o l r u l e s , Chaves County, 

New Mexico. 

ORIGINAL 
TRANSCRIPT OF PROCEEDINGS 

BEFORE: MICHAEL E. STOGNER, EXAMINER 

STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

January 24, 1990 

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 

2 

EXAMINER: C a l l n e x t case No. 9854. 

MR. STOVALL: A p p l i c a t i o n of Stevens 

O p e r a t i n g C o r p o r a t i o n f o r p o o l c r e a t i o n and s p e c i a l 

p o o l r u l e s , Chaves County, New Mexico. 

A p p l i c a n t r e q u e s t s t h i s case be c o n t i n u e d 

t o F e b r u a r y 7, 1990. 

EXAMINER: Case No. 9854 w i l l be so 

c o n t i n u e d . 
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