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

t o o r d e r . At t h i s t i m e w e ' l l c a l l Case 9883. 

MR. STOVALL: A p p l i c a t i o n o f BTA O i l 

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

Coun t y , New M e x i c o . 

EXAMINER CATANACH: Appearances i n t h i s 

case? 

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

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

B l a c k , P.A., o f Santa Fe. I r e p r e s e n t BTA O i l 

P r o d u c e r s and I have two w i t n e s s e s . 

EXAMINER CATANACH: Any o t h e r a p p e a r a n c e s ? 

MS. CALLAHAN: My name i s Candace C a l l a h a n 

w i t h K e l l a h i n , K e l l a h i n and Aubr e y . I'm here 

r e p r e s e n t i n g B i r d Creek Resources i n o p p o s i t i o n t o 

BTA's a p p l i c a t i o n . 

EXAMINER CATANACH: Can I g e t t h e w i t n e s s e s 

t o s t a n d up and be sworn i n . 

( T h e r e u p o n , t h e w i t n e s s e s were sworn.) 

EXAMINER CATANACH: You may p r o c e e d , Mr. 

C a r r . 

GREGORY L. HAIR 

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

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

EXAMINATION 
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BY MR. CARR: 

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

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

A. Gre g o r y L. H a i r . 

Q. W i l l you s p e l l y o u r l a s t name. 

A. H A I R . 

Q. Mr. H a i r , by whom are you employed and i n 

what capa c i t y ? 

A. BTA O i l P r o d u c e r s , M i d l a n d T e xas, as a 

g e o l o g i s t . 

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

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

a g e o l o g i s t a c c e p t e d and made a m a t t e r o f r e c o r d ? 

A. Yes, I hav e . 

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

i n t h i s case ? 

A. Yes, I am. 

Q. Have you made a s t u d y o f t h e s u b j e c t a r e a ? 

A. Yes. 

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

A. Yes. 

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

a c c e p t a b l e ? 

EXAMINER CATANACH: They a r e . 

Q. Mr. H a i r , w o u l d you b r i e f l y s t a t e what you 

CUMBRE COURT REPORTING 
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seek w i t h t h i s a p p l i c a t i o n ? 

A. We seek t o d r i l l a Delawar e o i l w e l l i n 

S e c t i o n 11 o f Township 23 S o u t h , Range 28 E a s t , a t a 

n o n s t a n d a r d l o c a t i o n . 

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

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

A. Yes, I am. 

Q. Are t h e r e any s p e c i a l s p a c i n g r e q u i r e m e n t s ? 

A. I d o n ' t b e l i e v e t h e r e a r e any s p e c i a l 

s p a c i n g r e q u i r e m e n t s . 

Q. What a re t h e s t a n d a r d r e q u i r e m e n t s f o r 

de v e l o p m e n t of t h i s p a r t i c u l a r o i l p o o l , i n t e r m s o f 

s p a c i n g and w e l l l o c a t i o n ? 

A. 4 0 - a c r e s p a c i n g . 

Q. What i s t h e s t a n d a r d s e t b a c k on t h e 4 0 - a c r e 

t r a c t ? 

A. 330 f e e t . 

Q. What i s t h e p r i m a r y p o o l t h a t we're g o i n g 

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

f o r m a t i o n ? 

A. D e l a w a r e . 

Q. Have you p r e p a r e d c e r t a i n e x h i b i t s f o r 

p r e s e n t a t i o n 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 
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BTA E x h i b i t l r i d e n t i f y t h i s f o r Mr. Catanach and 

r e v i e w t h e i n f o r m a t i o n c o n t a i n e d t h e r e o n ? 

A. Yes. T h i s i s b a s i c a l l y a l a n d p l a t or a 

p l a t s howing o f f s e t o p e r a t o r s , BTA a c r e a g e , and a l l 

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

and are p r o d u c i n g . J u s t t o s e t you s t r a i g h t , t h e r e d 

o u t l i n e i s BTA-contro11ed a c r e a g e . I t ' s a 3 2 0 - a c r e 

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

p r o r a t i o n u n i t s f o r 4 0 - a c r e D e l a w a r e w e l l s . The two 

w e l l s t h a t a r e shown t h e r e , one i s a TD C-2 , w h i c h i s 

i n t h e s o u t h w e s t o f t h e s o u t h w e s t , and B-1, w h i c h i s 

i n t h e n o r t h e a s t of t h e s o u t h w e s t . 

Q. What i s t h e s t a t u s o f t h e B-1, do you know? 

A. The B-1 has been p e r f ' d and t e s t e d and 

c u r r e n t l y i s s t i l l t e s t i n g . 

Q. What about t h e C-1? 

A. The C-1 i s a t TD and a w a i t i n g c o m p l e t i o n . 

Q. The C-2? 

A. The C-2, I'm s o r r y . The C-1 i s our 

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

Q. South o f t h i s i s a t r a c t t h a t i s o p e r a t e d 

by B i r d Creek R e s o u r c e s . Are t h o s e a l l e x i s t i n g 

D elaware p r o d u c i n g w e l l s ? 

A. The w e l l s h i g h l i g h t e d i n gree n a r e e x i s t i n g 

D e laware p r o d u c e r s . 
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Q. Do you know a p p r o x i m a t e l y when t h o s e w e l l s 

were d r i l l e d ? 

A. I n 1989 and 90. 

Q. Would you now r e f e r t o BTA E x h i b i t 2 and 

i d e n t i f y t h a t ? 

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

De l a w a r e . I t i s t h e main main pay i n t h e area and 

i t ' s based on p o r o s i t i e s g r e a t e r t h a n 10 p e r c e n t . 

What t h i s e x h i b i t i s i n t e n d e d t o show i s t h a t t h e sand 

e x i s t s over t h e e n t i r e a c r e a g e b l o c k . There i s no 

l a c k o f sand anywhere. Everyone has t h i s r e s e r v o i r . 

There i s no s t r a t i g r a p h i c t r a p t h a t we're aware o f 

t h a t s e p a r a t e s t h e r e s e r v o i r f r o m anyone e l s e . 

MR. STOVALL: Mr. C a r r , a r e we on E x h i b i t 2 

or 3 ? 

MR. CARR: We're on E x h i b i t 2. 

A. I'm s o r r y . I g o t mine o ut o f o r d e r . I'm 

on t h e wrong one. I had mine o u t o f o r d e r . Can we go 

t o 3? I s t h a t okay? 

Q. W e ' l l go on t o 3 and w e ' l l come back t o 2. 

A. I'm s o r r y . A l l r i g h t . I n any e v e n t , t h e 

o t h e r t h i n g t h i s i s supposed t o show i s t h a t t h e C-1 

l o c a t i o n , as we have p r o p o s e d i t , r e a l l y g i v e s us 

r e a l l y no ad v a n t a g e i n t e r m s o f pay t h i c k n e s s over 

what a s t a n d a r d l o c a t i o n w o u l d be, w h i c h i s j u s t 
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s l i g h t l y t o the n o r t h e a s t of where the red c i r c l e i s . 

We w i l l have b a s i c a l l y the same sand t h i c k n e s s based 

upon our s t u d i e s . 

Q. Le t ' s go back now t o E x h i b i t 2, the 

s t r u c t u r e map, and I would ask you j u s t t o i d e n t i f y 

t h i s now and review what t h i s p a r t i c u l a r e x h i b i t 

shows . 

A. T h i s i s a s t r u c t u r e map on top of the 

Delaware pay. The contour i n t e r v a l here i s 10 f e e t . 

Again, the essence of t h i s e x h i b i t i s t o show t h a t we 

o b t a i n no r e a l s t r u c t u r a l advantage by d r i l l i n g t h i s 

l o c a t i o n . We're moving p r e t t y much along s t r i k e as 

near as we can t e l l , and t h e r e i s no advantage t o be 

gained by t h i s l o c a t i o n . 

Q. From a s t r u c t u r a l p o i n t of view? 

A. From a s t r u c t u r a l p o i n t of vie w , yes. 

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

i d e n t i f y and review t h a t , please? 

A. E x h i b i t No. 4 i s a c r o s s - s e c t i o n , g e n e r a l l y 

n o r t h / s o u t h . I t runs t h r o u g h t h r e e of the w e l l s i n 

Section 14, and one of the BTA B #1 and a l s o a BTA 

Atoka p r o d u c e r , t h a t you see t h e r e marked w i t h a gas 

symbol, and t h a t ' s the Pardue #1. 

What t h i s shows i s the s t r a t i g r a p h i c 

i n t e r v a l t h a t we're e x p l o r i n g f o r here. The green 
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marks on these d e n s i t y n e u t r o n logs are the p o r o s i t i e s 

where these w e l l s are p e r f o r a t e d i n , and r e a l l y shows 

how f l a t the s t r u c t u r e i s out here a l s o . 

Q. Could you d e s c r i b e the b a s i c n a t u r e of the 

Delaware f o r m a t i o n i n t h i s area? 

A. The Delaware i n t h i s area i s a f i n e g r a i n 

sandstone t h a t i s v e r y t i g h t and i s more or l e s s a 

b l a n k e t d e p o s i t . 

Q. B a s i c a l l y the c o n c l u s i o n you've reached 

from your g e o l o g i c study i s t h a t i n terms of s t r u c t u r e 

or t h i c k n e s s of the f o r m a t i o n by moving t o the 

proposed l o c a t i o n , you've gained no advantage? 

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

Q. Has n o t i c e of t h i s a p p l i c a t i o n been 

p r o v i d e d t o o f f s e t t i n g owners as r e q u i r e d by the r u l e s 

of the O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes, i t has. 

Q. Would you i d e n t i f y f o r the Examiner what 

has been marked as E x h i b i t No. 5 and then E x h i b i t No. 

6 ? 

A. E x h i b i t No. 5 i s n o t i f i c a t i o n of the 

unorthodox l o c a t i o n and requests f o r a d m i n i s t r a t i v e 

a p p r o v a l of t h a t l o c a t i o n . A l s o , copies of the green 

cards t h a t were sent out showing t h a t the people 

r e c e i v e d those n o t i f i c a t i o n s . 
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Q. W i l l BTA also c a l l an e n g i n e e r i n g w i t n e s s 

t o t e s t i f y c o n cerning the r i s k i n v o l v e d i n d r i l l i n g 

t h i s w e l l ? 

A. Yes, they w i l l . 

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 ? 

A. I've got one more. 

Q. I'm s o r r y . I f you would, review E x h i b i t 

No . 6 , p l e a s e . 

A. Number 6 i s the h e a r i n g n o t i c e and a l l the 

green cards showing t h a t the people were n o t i f i e d . 

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 ? 

A. No, I do n o t . 

Q. Were E x h i b i t s 1 th r o u g h 6 e i t h e r prepared 

by you or compiled under your d i r e c t i o n and 

s u p e r v i s i o n ? 

A. Yes, they were. 

MR. CARR: At t h i s time we move the 

admission of BTA E x h i b i t s 1 t h r o u g h 6. 

MR. STOVALL: Just a mi n u t e , Mr. Carr. 

( D i s c u s s i o n o f f the r e c o r d . ) 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 6 

w i l l be a d m i t t e d as evidence i n t h i s case. 

MR. CARR: That concludes my d i r e c t 
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e x a m i n a t i o n o f Mr. H a i r . 

EXAMINER CATANACH: Ms. C a l l a h a n . 

EXAMINATION 

BY MS. CALLAHAN: 

Q. Mr. H a i r , h e l p me o u t , i f you w o u l d . Can 

you t e l l me, i f you g a i n no s t r u c t u r a l a d v a n t a g e and 

no a d v a n t a g e i n t e r m s o f t h i c k n e s s , why are you t r y i n g 

t o l o c a t e here r a t h e r t h a n somewhere e l s e ? 

A. I f I can, I wou l d r a t h e r d e f e r t h a t . Our 

e n g i n e e r i n g w i t n e s s i s g o i n g t o co v e r why t h e 

n o n s t a n d a r d l o c a t i o n i s b e i n g d r i l l e d where i t i s . I t 

has n o t h i n g t o do w i t h g e o l o g y , i s what we're s a y i n g . 

Q. Okay. I t has t o do w i t h e n g i n e e r i n g ? 

A. I t has t o do w i t h t o p o g r a p h y . 

Q. Topography? 

A. Yes. 

Q. And t h a t ' s t h e s o l e — 

A. T h a t ' s t h e s o l e p u r p o s e . 

Q. W i l l your e n g i n e e r a l s o be a b l e t o t e l l me 

whe t h e r or n o t you c o n s i d e r e d d i r e c t i o n a l d r i l l i n g ? 

A. Yes, h e ' l l d i s c u s s a l l t h a t . 

Q. I wou l d l i k e t o ask y o u , i f you d o n ' t m i n d , 

about t h e B-1 w e l l . Can you t e l l me, do you know now 

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

A. I do n o t r e c a l l i t . I t h i n k t h e n e x t 
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w i t n e s s w i l l know, but I don't r e c a l l , t o be honest 

w i t h you. I b e l i e v e i t ' s somewhere i n the 

neighborhood of 200 b a r r e l s , but t h a t i s not a c c u r a t e . 

Q. I t i s p r o d u c i n g out of the same f o r m a t i o n 

as the Teledyne ? 

A. Yes. 

Q. And what you propose f o r the Pardue? 

A. Yes. 

Q. Do you have a p o t e n t i a l on the B-1? 

A. No, I don't b e l i e v e i t ' s been p o t e n t i a l e d . 

Q. Do you know what the net pay f e e t i s ? 

A. Yes , 73 . 

Q. This i s d r i l l e d at a standard l o c a t i o n ? 

A. Yes, i t was . 

Q. Do you propose d r i l l i n g t h i s o t h er 40 

acres ? 

A. We're e v a l u a t i n g t h a t r i g h t now. The Atoka 

producer t h a t i s t h e r e i s m a r g i n a l , and i t ' s p o s s i b l e 

t h a t t h a t w e l l w i l l be recompleted i n t o t h e Delaware. 

MS. CALLAHAN: Could I have a minute, 

please? (Pause) I have no f u r t h e r q u e s t i o n s . 

MR. STOVALL: Ms. C a l l a h a n , l e t ' s get one 

t h i n a c l e a r on the r e c o r d . When your l a s t q u e s t i o n 

r e f e r r e d t o the 40 ac r e s , i s t h a t t h e - -

MS. CALLAHAN: I'm s o r r y . I was r e f e r r i n g 
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t o the n o r t h w e s t / n o r t h w e s t of t h i s 160, which would 

b e - - l e t ' s see — 

THE WITNESS: Northwest of the southwest. 

I t ' s where the Atoka procedure i s marked and where the 

gas w e l l symbol i s . That's the w e l l we were t a l k i n g 

about we could p o s s i b l y recomplete. 

EXAMINER CATANACH: No f u r t h e r q u e s t i o n s ? 

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

EXAMINER CATANACH: The w i t n e s s may be 

excused. 

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

Logan. 

KEITH E. LOGAN 

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 name and place of 

re s i d e n c e . 

A. K e i t h E. Logan. I l i v e i n Mi d l a n d , Texas. 

Q. Mr. Logan, by whom are you employed? 

A. I'm employed w i t h BTA O i l Producers as a 

r e s e r v o i r engineer. 

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 onservation D i v i s i o n ? 
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A. Yes, I have. 

Q. At the time of t h a t t e s t i m o n y , were you 

c r e d e n t i a l s as a petro l e u m engineer accepted and made 

a matter of record? 

A. Yes, they were. 

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

has been f i l e d i n t h i s case on b e h a l f of BTA? 

A. Yes, I am. 

Q. Have you s t u d i e d the area? 

A. Yes, I have. 

Q. Are you f a m i l i a r w i t h the proposed w e l l ? 

A. Yes, I am. 

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 

a cceptable? 

EXAMINER CATANACH: They a r e . 

Q. Mr. Logan, I would l i k e t o d i r e c t your 

a t t e n t i o n t o E x h i b i t No. 7, and i f you would, I would 

l i k e you t o f i r s t i d e n t i f y t h i s f o r the Examiner, and 

then u s i n g t h i s e x h i b i t , e x p l a i n how i t was t h a t you 

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

A. Okay. W e l l , t o s t a r t o u t , I r e a l i z e t h a t 

t h i s may be a l i t t l e c o n f u s i n g , but what i t i s , i t ' s 

an expanded copy of a t o p o g r a p h i c map. To giv e you a 

b a s i s , i f you look up towards the t o p , oh, where the 

number 11 i s , t h a t i s the center of Sec t i o n 11. The 
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l a r g e red o u t l i n e i s a l l of Sec t i o n 11. And what I've 

o u t l i n e d i n a sma l l e r red area i s the p r o r a t i o n u n i t 

f o r the Pardue "C" No. 1. 

Now, as you can see, t h e r e are s i g n i f i c a n t 

t o p o g r a p h i c a l problems out here. I n f a c t , our 

o r i g i n a l l o c a t i o n I've shown as a t r i a n g l e No. 1. We 

attempted t o stake t h a t l o c a t i o n , but i t was i n a 

canal coming o f f the Pecos R i v e r . 

Q. I s t h a t a standard l o c a t i o n ? 

A. That i s a standard l o c a t i o n . 

Q. What i s i n d i c a t e d by the t r i a n g l e w i t h a 

"2" beside i t ? 

A. We attempted t o move e a s t , but a l l of t h i s 

area shaded i n green i s i n a f l o o d p l a i n area. I n 

f a c t , t h i s o f f t o the west t h a t you see i n green, I 

have enhanced i t t o show the f l o o d p l a i n area. 

Q. We a l s o have an area shaded i n green t o the 

west. I s t h a t an a d d i t i o n a l f l o o d p l a i n ? 

A. Yes, i t i s . And t h e r e are s e v e r a l other 

t o p o q r a p h i c problems. You've got a r a i l r o a d t h a t runs 

t h r o u g h here; you, of course have the Pecos R i v e r . 

Q. Where i s the Pecos R i v e r ? 

A. Okay. W e l l , up t o the n o r t h , t h i s , r u n n i n g 

down here by the number 11--

Q. The hashed area? 
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A. — i s the Pecos Rive r . This i s a dam r i g h t 

here and then the main course of the r i v e r comes down 

t h r ou gh he r e . 

Q. So r i g h t below the "11" t h e r e ' s a dark 

l i n e , and t h a t ' s the l o c a t i o n of the dam? 

A. That 1 s r i g h t . 

Q. And coming down acr oss the 40 acres i n 

quest i on i s the r i v e r bed? 

A. Right . 

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

e xh i b i t ? 

A. I t ' s the l i n e t h a t ' s got the p e r p e n d i c u l a r 

hash marks going ac ross i t . 

Q. Going east/west acr oss the upper p a r t ? 

A. Going east/west, r i ght . 

Q. Would you al s o i d e n t i f y the l o c a t i o n of 

p ipe 1 i n es across t h i s 40 acres ? 

A. The p i p e l i n e i s the dashed l i n e , and I d i d 

add some a d d i t i o n a l p i p e l i n e i n here going from the 

south up throu g h the l i t t l e square below the proposed 

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

p i p e l i n e . I t c o n t i n u e s on and t i e s i n t o t h i s p i p e l i n e 

up t o the n o r t h . 

Q. So i t goes across the western p o r t i o n of 

the spacing or p r o r a t i o n u n i t , and then t h e r e ' s a 
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p i p e l i n e t h a t cuts across j u s t the v e r y n o r t h e a s t 

corner of the 40 acres? I t t i e s i n t o t h a t l i n e ? 

A. R i g h t . 

Q. Why c o u l d n ' t you have moved the proposed 

l o c a t i o n i n d i c a t e d by the red c i r c l e due n o r t h ? 

A. I f you go due n o r t h , you r e a l l y - - y o u ' r e 

f a l l i n g o f f i n t o t h i s f l o o d p l a i n . I t ' s a ve r y severe 

drop o f f r i g h t here. We d i d n ' t have room t o put the 

equipment i n t h e r e t o d r i l l t he w e l l . 

Q. Based on a l l of these t o p o g r a p h i c a l 

c o n d i t i o n s , p i p e l i n e s , r a i l r o a d s , the Pecos R i v e r , 

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

other than the proposed l o c a t i o n from which you coul d 

d r i l l a w e l l on t h i s 40-acre t r a c t ? 

A. No, t h e r e was n o t . 

Q. Did you consider d i r e c t i o n a l l y d r i l l i n g 

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

A. Yes, we d i d c o n s i d e r d i r e c t i o n a l 1 y d r i l l i n g 

and moving t o the n o r t h e a s t t o a standard l o c a t i o n . 

The problems t h a t we see i s in c r e a s e d d r i l l i n g c o s t s , 

we a l s o see, yes, i n i t i a l l y these w e l l s w i l l f l o w , but 

e v e n t u a l l y they w i l l need t o be a r t i f i c i a l l y pumped. 

In d o i ng t h a t , you inc r e a s e your o p e r a t i n g costs due 

t o excessive rod wear, p o t e n t i a l t u b i n g l e a k s , which 

lead t o premature abandonment and l o s s of r e s e r v e s . 
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Q. What a d d i t i o n a l costs do you e s t i m a t e would 

be i n c u r r e d i n d i r e c t i o n a 1 l y d r i l l i n g from t h i s 

s u r f a c e l o c a t i o n t o a standard bottom hole l o c a t i o n ? 

A. I've been t o l d by our d r i l l i n g people t h a t 

i t would cost around $70 r000. 

Q. What i s the i n i t i a l cost of d r i l l i n g a 

w e l l ? 

A. $45 0,000. 

Q. Other than d i r e c t i o n a l d r i l l i n g , was t h e r e 

any other o p t i o n a v a i l a b l e t o BTA t h a t would enable 

you t o develop the reserves under t h i s 40-acre t r a c t 

from a l o c a t i o n thereon? 

A. No, t h e r e wasn't. 

Q. You've d r i l l e d two other Delaware w e l l s 

i m m ediately o f f s e t t i n a t h i s w e l l , as shown on the 

e x h i b i t s p r esented by Mr. H a i r , i s t h a t c o r r e c t ? 

A. Cor r e c t . 

Q. Based on the performance of these and other 

Delaware w e l l s you're f a m i l i a r w i t h i n the area, c o u l d 

you d e s c r i b e how these w e l l s t y p i c a l l y perform? 

A. The Delaware t y p i c a l l y , i n t h i s area of 

Eddy County, some have come on p r e t t y s t r o n g but 

u l t i m a t e r e c o v e r i e s have not been t h a t g r e a t on an 

average. We are seeina h i g h r a t e s i n t h i s area 

i n i t i a l l y . 
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Q. What i s the w e l l t h a t you're c u r r e n t l y 

t e s t i n g ? What i s i t able t o produce at t h i s time? 

A. The l a s t r a t e I've got on t h a t i s 235 

b a r r e l s a day. 

Q. Does an i n i t i a l performance on the Delaware 

w e l l , i n your o p i n i o n , g i v e you a r e a l i n d i c a t i o n of 

what t h a t w e l l could u l t i m a t e l y produce? 

A. No, i t does not . 

Q. How would you c h a r a c t e r i z e the w e l l t h a t 

you are now t e s t i n g and the w e l l s t h a t B i r d Creek 

operates south of you? How would you c h a r a c t e r i z e 

these i n r e l a t i o n s h i p t o other Delaware w e l l s ? 

A. Oh, t h e y ' r e d e f i n i t e l y b e t t e r than average. 

Q. What k i n d of l o n g - t e r m performance data do 

you have on any of the w e l l s i n t h i s pool? 

A. W e l l , a l l I've done i s , I've looked at 

f i e l d s i n the area. I found one t h a t had reserves of 

a s i g n i f i c a n t amount, but an average Delaware w e l l i s 

m a r g i n a l , at b e s t . 

Q. How much p r o d u c t i o n h i s t o r y do you have on 

any of these w e l l s i n t h i s immediate area? 

A. Very l i t t l e . 

Q. When you're d r i l l i n g and c o m p l e t i n g a 

Delaware w e l l i n t h i s area, can you produce the w e l l 

p r i o r t o s t i m u l a t i o n ? 
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A. Not i n commercial q u a n t i t i e s . 

Q. What do you have t o do t o make a commercial 

w e l l ? 

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

Q. Why i s t h a t ? 

A. I t ' s a v e r y t i g h t , low p e r m e a b i l i t y 

r e s e r v o i r . 

Q. Based on your u n d e r s t a n d i n g of the 

Delaware, do you have an o p i n i o n as t o how l a r g e an 

area one w e l l i n t h i s p o o l i s l i k e l y t o d r a i n ? 

A. I've got v e r y l i m i t e d data here, but the 

f a c t t h a t they do have t o be f r a c t u r e s t i m u l a t e d t o 

become commercial i n d i c a t e s t h a t p e r m e a b i l i t y i s so 

low t h a t the dr a i n a g e area should be low, a l s o . 

Q. I f you're d r i l l i n g your t h i r d w e l l , why i s 

i t t h a t you have l i m i t e d data? 

A. W e l l , because of the m a r g i n a l 

c h a r a c t e r i s t i c of the p r o s p e c t s themselves, because i f 

you base i t on an average Delaware w e l l , BTA would not 

d r i l l them. 

Q. I f you had an average Delaware w e l l w i t h o u t 

a p e n a l t y , based on your u n d e r s t a n d i n g of the 

Delaware, would you expect t h a t t o be an economic 

v e n t u r e f o r BTA? 

A. No, I would n o t . 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

23 

Q. I n your o p i n i o n should a p e n a l t y be imposed 

on t h i s w e l l due t o i t s unorthodox l o c a t i o n ? 

A. No, i t should n o t . 

Q. You i n d i c a t e d t h a t a w e l l would cost 

a p p r o x i m a t e l y 450,000. What s o r t of p r o d u c i n g r a t e s 

are you o b t a i n i n g or do you a n t i c i p a t e from these 

w e l l s ? 

A. W e l l , a l l you're a l l o w e d t o produce i s 

depth b r a c k e t a l l o w a b l e of 142 b a r r e l s a day. 

Q. When you're l o o k i n g at one of these we 

how do you go about e v a l u a t i n g the economic r i s k 

t h a t ' s i n v o l v e d i n making a s u c c e s s f u l w e l l or 

d e c i d i n g t o d r i l l a w e l l i n the area? 

A. W e l l , here the on l y way I c o u l d , w i t h 

l i m i t e d p r o d u c t i o n h i s t o r y determine r e s e r v e s , wa 

v o l u m e t r i c a 1 l y . And v o l u m e t r i c a l l y I d i d assi g n 

150,000 b a r r e l s . I f you look at any Delaware f i e 

your average w e l l i s going t o be w e l l below t h a t 

p o i n t . 

We f e e l l i k e , yes, the r i s k i s low t h a t we 

w i l l f i n d some Delaware p r o d u c t i o n , but w i t h lack of 

p r o d u c t i o n h i s t o r y we j u s t don't know what k i n d of 

reserves we w i l l f i n d . 

Q. There's r e a l l y no r i s k t h a t you're going t o 

h i t the Delaware? 
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A. R i g h t , t h e r e ' s j u s t r i s k , r i s k i n the 

reserves you're going t o f i n d . 

Q. You used 150,000 b a r r e l s . I s t h a t what BTA 

needs t o meet i t s economic l i m i t s ? 

A. Yes. 

Q. What would be the e f f e c t of imposing a 

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

A. W e l l , i t could keep us from d r i l l i n g t he 

p r o sp e c t . 

Q. When you d r i l l a pr o s p e c t i n a po o l l i k e 

t h i s and are a t t e m p t i n g t o recover your c o s t s , what 

s o r t of a p r o d u c t i o n p a t t e r n are you l o o k i n g f o r t o 

best re cover your costs? Are you t r y i n g t o get your 

p r od u c t i o n , most of i t up f r o n t , or — 

A. Wel1, c e r t a i n l y . 

Q • What i s the e f f e c t of a p e n a l t y on 

recov e r i n g your costs ? 

A. I t w i l l l e n g then your payout and u l t i m a t e l y 

redu c e your r e t u r n on i n v e s t m e n t . 

Q. I s t h e r e any doubt i n your mind at a l l t h a t 

t h e r e a re Delaware reserves under your t r a c t ? 

A. No. 

Q. I f a s u b s t a n t i a l p e n a l t y i s plac e d on t h i s 

w e l l , c ould BTA produce those reserves? 

A. No, they c o u l d n o t . 
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Q. I n your o p i n i o n , would those reserves 

u l t i m a t e l y be l e f t i n the ground? 

A. Yes. 

Q. And would t h a t r e s u l t i n waste? 

A. Yes, i t wouId . 

Q. What would be the impact on BTA's 

c o r r e l a t i v e r i g h t s of imposing a s u b s t a n t i a l p e n a l t y 

on t h i s w e l l ? 

A. W e l l , i t denies us the o p p o r t u n i t y t o share 

i n the r e s e r v e s . 

Q. What do you t h i n k the impact would be on 

the o f f s e t t i n g o p e r a t o r of p e r m i t t i n g you t o d r i l l at 

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

A. I don't b e l i e v e t h e y ' l l be impacted. 

Q. Why i s t h a t ? 

A. I j u s t t h i n k w i t h the low p e r m e a b i l i t y , I 

don't f e e l t h a t we're going t o d r a i n them. 

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

a p p l i c a t i o n f o r t h i s proposed unorthodox w e l l l o c a t i o n 

w i t h o u t p e n a l t y 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 , the p r e v e n t i o n of waste and the 

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

A. Yes, I d o. 

Q. W i l l i t r e s u l t s i n the re c o v e r y of o i l t h a t 

would o t h e r w i s e would not be recovered? 
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A . No . 

Q. Would g r a n t i n g the a p p l i c a t i o n r e s u l t i n 

the recovery of o i l t h a t o t h e r w i s e would not be 

recovered ? 

A. Yes, i t w i l l . 

Q. Was E x h i b i t No. 7 prepared by you? 

A. Yes, i t was . 

MR. CARR: At t h i s time I would move the 

admission of E x h i b i t No. 7. 

EXAMINER CATANACH: E x h i b i t 7 w i l l be 

admi t t e d as evidence. 

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

EXAMINATION 

BY MS. CALLAHAN: 

Q. Mr. Logan, d i d you say t h a t you con s i d e r e d 

u l t i m a t e r e c o v e r y on these w e l l s t o be 150 b a r r e l s of 

o i l ? 

A. 150,000. 

Q. 150,000, I'm s o r r y . Did I al s o hear you 

say t h a t you consider t h a t a m a r g i n a l — 

A. No. What I sa i d was, w i t h the lack of 

p r o d u c t i o n h i s t o r y here, i f we were t o f i n d an average 

Delaware f i e l d , i t would be a m a r g i n a l d e a l , you 

know. And we f e e l l i k e we're t a k i n g q u i t e a b i t of 

r i s k , yes, I assigned 150,000 b a r r e l s , but we f e e l 
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t h e r e ' s a l o t o f r i s k i n t h a t number. 

Q. T h i s 150,000 b a r r e l s was a s s i g n e d t o yo u r 

more r e c e n t w e l l ? I s t h a t t h i s one, t h e B-1? 

A. R i g h t . And we f e e l l i k e t h e r e i s q u i t e a 

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

h i s t o r y and what I ' v e seen i n Del a w a r e f i e l d s o u t i n 

h e r e . I d o n ' t know e x a c t l y what t h e a v e r a g e w o u l d be, 

but i f I had t o guess, i t w o u l d be 50,000 b a r r e l s and 

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

Q. D i d you r u n c a l c u l a t i o n s on e s t i m a t e d 

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

of t h e same f o r m a t i o n ? 

A. W e l l , t h e y j u s t h a v e n ' t been on v e r y l o n g . 

Q. Even t h e S e c t i o n 23 w e l l ? 

A. W e l l , we c o u l d n ' t have more t h a n f o u r , f i v e 

months o f p r o d u c t i o n . I j u s t t h i n k t h e d a t a i s 

l i m i t e d . 

Q. What do you e s t i m a t e p a y o u t t o be on your 

B-1 ? 

A . On ou r B-1? 

Q. Yes. 

A. I t h i n k i t ' s t o o e a r l y t o d e t e r m i n e a t t h i s 

t i m e . I mean, we have j u s t r e c e n t l y c o m p l e t e d t h a t 

w e l l . We h a v e n ' t a c t u a l l y p o t e n t i a l e d i t y e t . I t ' s 

s h u t i n now w a i t i n g t o b u i l d a t a n k b a t t e r y . We've 
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got p r o b a b l y t h r e e days of p r o d u c t i o n , s t i l l have some 

load from a f r a c t o rec o v e r . 

Q. But you say i t has a c u r r e n t p r o d u c i n g r a t e 

of 235 b a r r e l s of o i l per day? 

A. R i g h t . 

Q. I f you p r o j e c t e d out the maximum you're 

able t o produce, I b e l i e v e i t ' s 142 b a r r e l s of o i l per 

day? 

A. R i g h t . 

Q. I f you used those f i g u r e s , what would you 

es t i m a t e your payout t o be? Can you do t h a t ? 

A. Oh, I could do i t . I'm t h i n k i n g i n the 

neighborhood of seven months, e i g h t months. 

Q. To pay out f o r the B-1? 

A. R i g h t . 

Q. Would you consid e r t h a t a good w e l l , t h e n , 

i f i t pays out i n seven t o e i g h t months? 

A. That's not the on l y economic c r i t e r i a we 

use. We a l s o l i k e t o get a c e r t a i n r e t u r n on 

inve s t m e n t . And, yes, they come out here and have a 

sh o r t payout but don't l a s t f o r a l e n g t h of t i m e , a l l 

I've got t o base i t on i s Delaware f i e l d s i n the 

area. I can t h i n k of some which made v e r y good i n 

reserves and yes, of course, t h a t ' s what we're hoping 

f o r . But, w i t h the l i m i t e d data I can't say any more 
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beyond t h a t . 

Q. Do you have experience w i t h other Delaware 

w e l l s i n other areas? 

A. I have s t u d i e d them, yes. 

Q. How long do th e y n o r m a l l y produce? 

A. Oh, they can produce a long time and those 

are the ones, of course, t h a t w i l l have g r e a t 

r e s e r v e s . But I see y o u ' l l have f i e l d s t h a t may make 

300,000 b a r r e l s i n one w e l l but the a v e r a g e — t h e r e 

w i l l be so many w e l l s t h a t make 20 t o 30, t h a t you 

can't j u s t i f y the r i s k . 

Q. Can you t e l l me how many acres you t h i n k 

one of these w e l l s w i l l d r a i n ? 

A. W e l l , t h e r e a g a i n , I have l i m i t e d 

i n f o r m a t i o n . I would say I don't t h i n k i t w i l l d r a i n 

more than 20 i t s e l f , but I have n o t h i n g t o base t h a t 

on . 

Q. What would be your b a s i s f o r e s t i m a t i n g 20 

acres? 

A. There i s no b a s i s f o r i t . 

Q. Can you give me the choke s i z e f o r the B-1 

in your f l o w i n g t u b i n g pressure? 

A. Flowing t u b i n g p r e s s u r e , I t h i n k , i s a 

thousand. The l a s t r a t e I had was 230 b a r r e l s a day, 

53 b a r r e l s of load w a t e r , 12/64-inch choke. Tubing 
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pressure was a thousand. 

Q. Can you t e l l me how wide t h i s r a i l r o a d 

r i g h t - o f - w a y i s ? 

A. Right i n the areas we thought we could go 

you need t o be 200 f e e t away from i t . 

Q. I s t h a t because t h a t ' s what the r a i l r o a d 

a l l o w s or what do you base t h a t on? 

A. I'm basing t h a t on t h e i r r e q u i r e m e n t s . 

Q. On the r a i l r o a d ' s r equirements? 

A. R i g h t . 

Q. Under 200 f e e t , i s t h a t r i g h t ? 

A. Right . 

MS. CALLAHAN: May I have a minute? 

Q. I s the 200 f e e t t h a t you s a i d you needed 

f o r the r a i l r o a d r i g h t - o f - w a y , i s t h a t 200 e i t h e r s i d e 

of the r a i l r o a d or i s t h a t - -

A. Let me get t h a t o u t . Now, i f you see here, 

across the m a j o r i t y of t h i s p r o r a t i o n u n i t they are 

c r o s s i n g the Pecos R i v e r . T h i s i s the p r o r a t i o n 

u n i t . And, as you can see from the c e n t e r , you go 200 

f e e t here and 200 f e e t here and a l l you've got l e f t i s 

r i g h t here and you're on a b l u f f and i n a f l o o d p l a i n 

r i g h t here. I t ' s t h i s whole area t h a t t h e y ' r e 

c r o s s i n g the r i v e r , t h e r e ' s 200 f e e t out here j u s t f o r 

the r a i l r o a d i n e i t h e r d i r e c t i o n . 
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MR. STOVALL: Mr. Logan, I might p o i n t out 

t h a t the Examiner i s p a r t of t h i s h e a r i n g process and 

he would l i k e t o see what's going on, t o o . 

MS. CALLAHAN: May we have t h i s as an 

e x h i b i t ? 

MR. CARR: You b e t . Mr. Examiner, what we 

have i s a p l a t t h a t shows the spacing u n i t , and i n the 

green hash l i n e s a r i g h t - o f - w a y f o r the r a i l r o a d i s 

i n d i c a t e d on t h i s , c r o s s i n g the Pecos R i v e r . There's 

a small p o r t i o n t o the nort h w e s t t h a t i s na r r o w e r , 

hashed i n p i n k , a narrower r i g h t - o f - w a y marked i n 

p i n k , and I ' l l mark t h i s as E x h i b i t No. 9, and I w i l l 

move i t s admission. 

MS. CALLAHAN: Thank you. 

EXAMINER CATANACH: E x h i b i t No. 9 w i l l be 

adm i t t e d as evidence: 

MS. CALLAHAN: Would you l i k e t o look at i t 

be f o r e I look at i t ? 

EXAMINER CATANACH: Go ahead. 

Q. (BY MS. CALLAHAN) Let me ask you another 

q u e s t i o n . Can you t e l l me why you d i d n ' t propose 

d r i l l i n g somewhere i n here? 

A. W e l l , f o r one t h i n g , i f you look at the 

scale o f — 

Q. Excuse me. I'm r e f e r r i n q t o the 
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n o r t h e a s t / n o r t h e a s t c o r n e r - -

MR. STOVALL: I d i d n ' t hear t h e q u e s t i o n . 

MR. CARR: The n o r t h w e s t / n o r t h w e s t o f t h e 

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

MR. STOVALL: Would you r e p e a t t h e q u e s t i o n 

so we c o u l d hear i t , p l e a s e . 

MS. CALLAHAN: I asked him why he h a d n ' t 

a t t e m p t e d t o l o c a t e t h e w e l l i n t h i s p a r t of t h e 

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

MR. STOVALL: From t h e n o r t h w e s t o f t h e 

n o r t h w e s t ? 

MS. CALLAHAN: N o r t h w e s t , j u s t n o r t h o f t h e 

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

A. W e l l , f o r one t h i n g , you've gone down and 

you've come back up r i g h t h ere a t t h e edge o f t h e 

p r o r a t i o n - -

MR. CARR: What are you r e f e r r i n g t o , Mr. 

Loaan? 

THE WITNESS: The r a i l r o a d . 

MR. CARR: What e x h i b i t a r e you r e f e r r i n g 

t o ? 

THE WITNESS: m r e f e r r i n g t o t h e t o p o 

map , E x h i b i t 7 . 

MR. CARR: You're i n t h e n o r t h w e s t of t h e 

n o r t h w e s t c o r n e r ? 
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THE WITNESS: R i g h t . And i n here we've got 

a problem not o n l y w i t h the r a i l r o a d , but we've got a 

problem w i t h the p i p e l i n e . We attempted t o move t h i s 

a l i t t l e b i t f a r t h e r n o r t h , but we c o u l d n ' t get what 

we needed i n here t o d r i l l t he w e l l . And, as you can 

see, t h a t i s n ' t much g r e a t e r of an area than we had 

here. 

MR. CARR: The Examiner can't f o l l o w what 

you're s a y i n g . When you say "here" and " t h i s , " the 

Examiner can't f o l l o w t h a t . 

THE WITNESS: What I'm t a l k i n g about i s 

down--well, up i n the northwest of the n o r t h w e s t , 

you're from the f l o o d p l a i n , t h e green on the western 

edge of the p r o r a t i o n u n i t . Then you come up t o the 

r a i l r o a d and you're going back down, and you've got 

the p i p e l i n e here. I went out and looked at a l l these 

p o t e n t i a l l o c a t i o n s , I must say t h a t , and we f e l t l i k e 

t h i s was the o n l y one we could get e v e r y t h i n g i n t h e r e 

we needed t o d r i l l , and get a l l of our equipment i n 

th e r e . 

Q. (BY MS. CALLAHAN) How much acreage do you 

need f o r a l o c a t i o n ? 

A. A p p r o x i m a t e l y 150 by 150. 

Q. I don't know what--

A. I mean, t o get e v e r y t h i n g i n t h e r e . But 
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a g a i n , over i n here, you've got problems w i t h the 

p i p e l i n e . They d i d n ' t l i k e us g e t t i n g c l o s e t o them 

down here, e i t h e r , because we were t r y i n g t o move, 

from the proposed l o c a t i o n , move n o r t h w e s t . 

Q. Can you guesstimate f o r me what acreage i s 

needed i n terms o f - - I don't know how t o work the sca l e 

on t h i s map. Can you give me an idea of how much 

su r f a c e acreage i s needed f o r the w e l l ? 

A. One in c h i s equal t o 500 f e e t , and we're 

t a l k i n g about an area something l i k e t h a t . 

MR. CARR: Mr. Logan, y o u ' l l have t o speak 

up f o r the r e p o r t e r and a l s o f o r the Examiner. You've 

drawn a square i n the nort h w e s t corner of the u n i t , 

and t h a t ' s i n d i c a t i v e of the amount of s u r f a c e acreage 

you t h i n k you would need t o put a l l equipment i n place 

t o d r i l l a w e l l ? 

THE WITNESS: R i g h t . 

MR. STOVALL: A p p r o x i m a t e l y how b i g i s t h a t 

square, Mr. Logan? What are your dimensions on t h a t , 

would you e s t i m a t e ? 

THE WITNESS: I t would be about 

t h r e e - e i g h t h s of an i n c h , I guess. 

MR. STOVALL: No, I mean, go ahead and put 

i t i n f o o t a g e . 

THE WITNESS: 150 by 150. 
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Q. (BY MS. CALLAHAN) I f you're going t o d r a i n 

20 acres by one of these w e l l s and you e s t i m a t e 

150,000 b a r r e l s of o i l as your r e s e r v e s , what's your 

recovery f a c t o r ? 

A. I used a 20-percent r e c o v e r y f a c t o r . 

Q. Do you consider a 20-percent r e c o v e r y 

f a c t o r normal f o r a t i g h t sand? 

A. No. I would say i t ' s p r o b a b l y somewhat 

o p t i m i s t i c . 

MS. CALLAHAN: I have no f u r t h e r 

q u e s t i o n s . 

EXAMINER CATANACH: An y t h i n g e l s e ? 

MR. CARR: One q u e s t i o n . 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Mr. Logan, do you b e l i e v e t h e r e ' s a 

s a t i s f a c t o r y s u r f a c e l o c a t i o n i n the nort h w e s t corner 

of t h i s p r o r a t i o n u n i t from which you could d r i l l a 

w e l l ? 

A. No, I do n o t . 

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

MR. STOVALL: I have a q u e s t i o n , Mr. 

Examiner, j u s t on t h i s E x h i b i t 7. 
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EXAMINATION 

BY MR. STOVALL: 

Q. The orange l i n e s t h a t seem t o be wandering 

a l l over the map, I assume t h e y ' r e contour l i n e s ? 

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

Q. What i s the contour i n t e r v a l ? 

A. I n here I b e l i e v e i t ' s 10 f e e t % There are 

some p r e t t y severe changes going on out here, I must 

mention t h a t . There are a l o t of low places and then 

b l u f f s where l o c a t i o n s were i m p o s s i b l e . 

Q. The reason I'm a s k i n g , I simply don't see 

the f o o t a g e , the e l e v a t i o n markings on the contour 

l i n e s i n t h i s area, and when you go from t h a t s m a l l e r 

f l o o d p l a i n on the west s i d e of the p r o r a t i o n u n i t 

towards the r a i l r o a d t r a c k , s o r t of p a r a l l e l i n g the 

r i v e r and then up towards the p i p e l i n e , what i s the 

d i r e c t i o n of slope? What i s the contour of the 

su r f a c e i n t h a t area? I s i t up? down? both? 

A. Y o u ' l l be going up t h e r e . 

Q. C o n s i s t e n t l y up as you're going n o r t h ? 

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

MS. CALLAHAN: May I ask one more q u e s t i o n 

i n r e l a t i o n t o the contour l i n e ? 

EXAMINER CATANACH: Sure. 
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FURTHER EXAMINATION 

BY MS. CALLAHAN: 

Q. I f these are 1 0 - f e e t i n t e r v a l s , does t h a t 

mean t h i s f l o o d p l a i n i s 20 f e e t lower than your 

proposed l o c a t i o n ? 

A. That would be c o r r e c t , yes. 

Q. Then does t h i s f l o o d p l a i n a l s o extend a l l 

t h r o u g h t h i s area? 

A. That's the way i t appears. 

Q. Excuse me. Let me show the Examiner. I am 

asking him i f the f l o o d p l a i n then extends a l l the way 

here. I d i d n ' t have a way of d e s c r i b i n g i t other than 

j u s t f o l l o w i n g the r a i l r o a d t o the southwest, and I 

t h i n k he answered i n the a f f i r m a t i v e , i s t h a t r i g h t ? 

A. R i g h t . I d i d not f o l l o w i t out t h a t f a r , 

and I d i d enhance t h i s so I could show you what I was 

t a l k i n g about. 

MS. CALLAHAN: A l l r i g h t . I have no 

f u r t h e r q u e s t i o n s . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Logan, i s t h i s f e d e r a l land or fee land 

or s t a t e ? 

A. This i s a l l fee l a n d . 

Q. What are the requirements f o r not d r i l l i n g 
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anywhere i n t h e f l o o d p l a i n ? I s t h a t j u s t - -

A. W e l l , t h e l o c a t i o n we a t t e m p t e d t o s t a k e a t 

#2, we were c o n t a c t e d by t h e Corps o f E n g i n e e r s and 

t h e y s a i d we wou l d n o t be a b l e t o g e t t h a t l o c a t i o n 

p e r m i t t e d . 

Q. D i d t h e y , i n f a c t , t e l l you you c o u l d n o t 

p e r m i t a w e l l anywhere i n t h e f l o o d p l a i n ? 

A. We had him come o u t t h e r e and l o o k a r o u n d . 

We had s e v e r a l a u t h o r i t y p e o p l e come out t h e r e and 

l o o k a t t h e a r e a , t r y i n g t o g e t a s a t i s f a c t o r y 

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

Q. And w i t h a l l t h e s e f o l k s o ut t h e r e , t h i s i s 

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

i s f e a s i b l e ? 

A. Yes, i t i s . 

Q. I s t h i s a new f i e l d ? 

A. I t ' s r e l a t i v e l y new, y e s . There have been 

some w e l l s d r i l l e d even s o u t h o f B i r d Creek's w e l l s , 

t h e i r w e l l s i n 14. There were some East L o v i n g 

D e l a w a r e w e l l s down i n S e c t i o n 23, a l s o . 

Q. There a t t h e n o r t h end o f t h e f i e l d ? 

A. R i g h t . 

Q. And w h i c h w e l l d i d you say you have a b o u t 

f o u r or f i v e month's p r o d u c t i o n h i s t o r y on? 

A. I wou l d say t h e RGA # 1 . They c o m p l e t e d t h e 

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 

39 

Carrasco #1 f i r s t , but i t was completed as a s h u t - i n 

gas w e l l . 

Q. Where are those w e l l s l o c a t e d ? 

A. They're down t o the south of our proposed 

l o c a t i o n . To t e l l you the order they were d r i l l e d i n , 

the Carrasco w e l l was d r i l l e d f i r s t but completed as a 

s h u t - i n gas w e l l . They came south and d r i l l e d the RGA 

#1, the RGA #2 and then r e c e n t l y the Teledyne w e l l i n 

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

Q. Now, you t e s t i f i e d t h a t i t ' s hard t o t e l l 

whether a Delaware w e l l i s going t o be good or bad 

from the i n i t i a l p r o d u c t i o n ? 

A. R i g h t . 

Q. What d i c t a t e s whether a Delaware w e l l i s 

going t o be good or bad? What f a c t o r s come i n t o t h i s ? 

A. W e l l , I'm l o o k i n g at i t h i s t o r i c a l l y o n l y , 

because t h a t ' s a l l I've got i s h i s t o r y i n the area. I 

would say, you know, i f i t ' s a b l a n k e t sand i t ' s got 

some e x t e n t t o i t , but a t y p i c a l Delaware w e l l , BTA 

would not d r i l l e d . We f e e l l i k e what we've seen, 

we've got some w e l l s t o the south t h a t are p o t e n t i a l 

f o r over 200 b a r r e l s a day which says, w e l l , t h i s may 

be b e t t e r than average, but l i m i t e d p r o d u c t i o n h i s t o r y 

keeps us from saying e x a c t l y what t h e y ' l l make. 

Q. W i t h i n t h i s f i e l d , what you're saying i s 
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you're p r o b a b l y l o o k i n g at some p r e t t y good Delaware 

w e l l s as a whole? 

A. We're hoping t o . 

Q. You have no r e a l evidence t o support the 

statement t h a t these w e l l s w i l l p r o b a b l y d r a i n 20 

acres ? 

A. No, I don't. We don't have any pres s u r e 

i n f o r m a t i o n due t o what we f e e l , them being 

p o t e n t i a l l y m a r g i n a l . We have not run any a d d i t i o n a l 

t e s t s , so I don't have a r e a l number f o r p e r m e a b i l i t y ; 

which, w i t h o u t t h a t , I can't c a l c u l a t e t h a t . 

Q. Has your company r u l e d out d i r e c t i o n a l 

d r i l l i n g at t h i s p o i n t ? 

A. Yes, we have. 

Q. As uneconomical? 

A. Uneconomical. 

Q. Without knowing what the reserves might be? 

A. W e l l , you've got the i n c r e a s e d c o s t s of 

d r i l l i n g , you've got p o t e n t i a l l y severe p r o d u c t i o n 

problems i n the f u t u r e , h i g h o p e r a t i n g c o s t s . I t has 

been c o n s i d e r e d . 

Q. Have you had p e r s o n a l experience w i t h a 

w e l l t h a t ' s been d i r e c t i o n a11y d r i l l e d and the type of 

problems t h a t you're t a l k i n g about? 

A. I hav e not . 
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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 . 

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

EXAMINER CATANACH: The w i t n e s s may be 

excused . 

BILL M. BURKS 

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 MS. CALLAHAN: 

Q. Would you please s t a t e your name and 

occ u p a t i o n f o r the r e c o r d . 

A. I t ' s B i l l M. Burks, and I'm co-owner of an 

Oklahoma p a r t n e r s h i p doing business as PK Energy. 

Q. And your e d u c a t i o n a l Background? 

A. I r e c e i v e d a BS degree i n p e t r o l e u m 

engineering from the U n i v e r s i t y of Oklahoma in 1961. 

Q. Would you summarize b r i e f l y your employment 

e xpe r ience ? 

A. Yes. I worked f o r Amoco f o r t h r e e years 

r i g h t a f t e r g r a d u a t i o n i n 61. Then I went t o Reading 

& Bates. I was made p r e s i d e n t of Reading & Bates 

Petroleum Company i n 1982 and served i n t h a t p o s i t i o n 

u n t i l r e t i r i n g i n May of l a s t year. 

Q. Would you t e l l us your r e l a t i o n s h i p w i t h 
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B i r d Creek Resources? 

A. I'm r e p r e s e n t i n g B i r d Creek as a c o n s u l t a n t 

i n t h i s matte r . 

Q. Why are you appearing here today? 

A. I'm appearing t o oppose the proposed 

l o c a t i o n i n Sec t i o n 11. 

Q. Have you made a st u d y , e n g i n e e r i n g and 

g e o l o g i c a l study t h a t , i n your o p i n i o n , a p p l i e s t o 

t h i s h e a r i n g ? 

A. Yes, I have. 

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 ? 

A. No, I have n o t . 

MS. CALLAHAN: Mr. Examiner, I tender Mr. 

Burks as an expert p e t r o l e u m engineer. 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. Based upon your s t u d i e s , Mr. Burks, can you 

t e l l me what c o n c l u s i o n s you drew? 

A. Yes, I can. We f e e l t h a t the BTA w e l l 

d r i l l e d i n the proposed l o c a t i o n w i l l c e r t a i n l y d r a i n 

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

underneath S e c t i o n 14. Let me, t h e n , go t o — 

Q. Why don't you j u s t go t h r o u g h your 

c o n c l u s i o n s . 

A. That would be f i n e . Oh, b e f o r e I r e f e r t o 
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the e x h i b i t s ? 

Q. Yes. 

A. Mr. Examiner, we t h i n k t h a t w e l l w i l l d r a i n 

o i l from underneath S e c t i o n 14, which B i r d Creek has 

leased. We t h i n k t h a t the dr a i n a g e w i l l amount t o and 

we c e r t a i n l y agree w i t h the 150,000 b a r r e l e s t i m a t e of 

o i l r eserves t h a t the engineer has presented h e r e , but 

we t h i n k i f t h a t w e l l i s d r i l l e d i n t h a t l o c a t i o n , 

about 32,800 of those b a r r e l s w i l l come from 

underneath S e c t i o n 14. 

I f e e l t h a t f o r these t i g h t sands, f o r a 

sandstone w i t h a gas s o l u t i o n d r i v e t o have any more 

than 20 per c e n t i s v e r y , v e r y unusual. They n o r m a l l y 

range from 9 t o 21 p e r c e n t , and we have c o n s i d e r a b l e 

p u b l i s h e d l i t e r a t u r e which I t h i n k bears t h a t o u t . 

I f e e l t h a t f o r these w e l l s , 15 pe r c e n t 

recovery f a c t o r i s about the maximum t h a t you can look 

f o r . I f I take those k i n d s of reserves and a 15 

percent recovery f a c t o r , i t c e r t a i n l y spreads them out 

over a 40-acre t r a c t . 

Q. Did you have any other c o n c l u s i o n s ? 

A. You mean r e l a t i v e t o l o c a t i o n of the w e l l ? 

Q. Yes. 

A. Yes, I do. I s t i l l cannot understand why 

the w e l l cannot be l o c a t e d i n the n o r t h w e s t - n o r t h w e s t 
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or somewhere along the west h a l f of the 

southeast-southwest of S e c t i o n 11. I f I may, l e t me 

r e f e r t o t h i s e x h i b i t which i s No. 7, BTA's E x h i b i t 

No . 7 . 

I have no problem i n r e c o g n i z i n g t h i s area 

r i g h t here as a f l o o d p l a i n . That's down i n the r i v e r 

bottom. I have c o n s i d e r a b l e d i f f i c u l t y u n d e r s t a n d i n g 

t h a t t h a t i s a f l o o d p l a i n . That c o n t o u r , as you can 

see, extends a l l the way over across the highway i n t o 

the next s e c t i o n , and I know of no f l o o d p l a i n - - I * v e 

been on the ground t h e r e enough t o say t h a t t h e r e i s 

not a f l o o d p l a i n coming t h r o u g h t h a t area and across 

t h a t highway. I've been t h e r e when i t ' s r a i n e d , which 

i s not t h a t o f t e n , but I've j u s t never seen water i n 

those low areas. 

Consequently, I f e e l t h a t the w e l l c ould be 

l o c a t e d somewhere i n the west h a l f of the n o r t h w e s t of 

the southeast of the southwest. And at a l o c a t i o n i n 

t h e r e the o n l y leases other than t h i s 40-acre t r a c t , 

which i s the s o u t h e a s t - s o u t h w e s t , t h a t would be 

a f f e c t e d by drainage would be BTA leases and not B i r d 

Creek l e a s e s . 

I f u r t h e r f e e l t h a t one of these w e l l s t o 

t h i s Delaware p a y - - f i r s t l e t me say t h a t t h i s Delaware 

i s not p e r f o r m i n g as other Delaware f i e l d s have i n 
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s o u t h e a s t e r n New Mexico. I t h i n k we have an 

e x c e p t i o n a l f i e l d here r e l a t i v e t o a l l of those 

o t h e r s . There are a ve r y few w e l l s t h a t I can f i n d , 

at l e a s t i n Eddy and Lea County, t h a t produce from 

t h i s b a s i l Delaware sand. Most are s h a l l o w e r , h i g h e r 

up i n the Delaware f o r m a t i o n . 

Q. Could I i n t e r r u p t you so we can e s t a b l i s h a 

b e t t e r b a s i s f o r what we're going t o say. Do you f e e l 

more c o m f o r t a b l e r e f e r r i n g t o t h e i r e x h i b i t ? 

A. Sure, i t ' s a l a r g e r s c a l e , so I have no 

problem i n us i n g t h a t . Do you want t o go back t o i t ? 

Q. Then we w i l l not e n t e r our E x h i b i t 1. 

A. They have a l a r g e r s c a l e t h e r e and i t ' s 

e a s i e r t o read. 

Q. Okay. 

A. I assume t h i s i s USGS topo map. I t appears 

to be the same as the one we have. 

Q. Mr. Burks, you s a i d t h a t you b e l i e v e , based 

on your s t u d i e s , t h a t t h e r e was a b e t t e r standard 

l o c a t i o n f o r t h i s w e l l . Can you t e l l me upon what you 

base t h i s c o n c l u s i o n ? And I would o f f e r E x h i b i t 2 and 

ask you t o i d e n t i f y i t and t e l l me what i t i s and how 

i t was prepared? 

A. Okay. My E x h i b i t 2 v a r i e s somewhat from 

the isopach map, and what I have here i s an isopach 
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t h a t I prep a r e d . I have used net pay from these 

w e l l s , not j u s t t o t a l p o r o s i t y above 10 p e r c e n t . 

Consequently, any time t h a t water s a t u r a t i o n exceeds 

60 p e r c e n t , I do not count t h a t as pay. I f I don't 

have s u f f i c i e n t s e p a r a t i o n on the l a t e r a l l o g , I do 

not use t h a t on pay. 

So I t h i n k the d i f f e r e n c e t o be shown i s , 

i n the Teledyne #1, I f e e l we have 62 f e e t of pay, and 

i f my memory doesn't f a i l me the other map showed 80 

f e e t . So a l l I'm saying i s those are the reasons f o r 

t h i s isopach being somewhat lower i n numbers than t h e 

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

I w i l l say t h a t i n r e f e r r i n g t o my isopach 

map, the lower most w e l l t h e r e t h a t shows 56 f e e t i n 

Sect i o n 14 i s our Carrasco 14-1. Y o u ' l l note i t has 

56 f e e t , and you come t o the n o r t h and our Teledyne #1 

has 62 f e e t . That's s i x f e e t d i f f e r e n c e . I f I come 

on up t o the proposed l o c a t i o n which i s the 

southwestern most of the t h r e e l o c a t i o n s i n the 

southeast-southwest of Se c t i o n 1 1 , i f I come t o t h a t 

p o i n t and usi n g my map, somewhere around 58 f e e t of 

pay. So, I don't t h i n k t h a t a w e l l d r i l l e d i n t h a t 

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

any d i f f e r e n t l y than the Teledyne — o k a y ? — b e c a u s e I 

t h i n k i t w i l l have s l i g h t l y more net pay than our 
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Carrasco down t h e r e t o the s o u t h . 

Now may be a good time t o t e l l you about 

t h a t Carrasco. That Carrasco has produced f o r a 

l i t t l e over s i x months and has made 25,000 b a r r e l s of 

o i l . I t i s s t i l l f l o w i n g 150 b a r r e l s on 10/64 w i t h 

1,000 pounds t u b i n g p r e s s u r e . I have v e r y l i t t l e 

d i f f i c u l t y i n e x t r a p o l a t i n g t h a t out t o 150,000 

b a r r e l s r e s e r v e s . And w h i l e we're on t h a t s u b j e c t , 

can I go on south? 

Q. Yes. 

A. I don't show i t on an e x h i b i t , but i t ' s 

been r e f e r r e d t o e a r l i e r i n t e s t i m o n y . There i s 

a — n o , i t ' s not on a n y t h i n g , but t h e r e i s a w e l l i n 

Sect i o n 23. I t ' s i n the n o r t h e a s t of the southwest of 

Sec t i o n 23. Now, t h a t w e l l i s the o l d e s t w e l l i n t h i s 

f i e l d t h a t we have. I t has been on p r o d u c t i o n f o r two 

years as of t h i s past month, or March 1 s t . I t came on 

March 1, 1988, so almost two year s . 

I t has produced 60,000 b a r r e l s of o i l , has 

e s t a b l i s h e d a ve r y good d e c l i n e r a t e . I f we 

e x t r a p o l a t e those o u t , we come up w i t h 130,000 b a r r e l s 

f o r t h a t w e l l . I f we do a v o l u m e t r i c c a l c u l a t i o n on 

t h a t and back i n t o a r e c o v e r y f a c t o r , i t ' s a 15 

p e r c e n t . So, t a k i n g i t from t h e r e , t h e n , up t o t h i s 

area, because as f a r as l o g q u a l i t y these w e l l s don't 
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look t h a t much d i f f e r e n t than t h a t SCB 1-23 down i n 

Section 2 3. 

Those are the o n l y two w e l l s t h a t have 

s u f f i c i e n t p r o d u c t i o n h i s t o r y , a l t h o u g h the RGA # l - - b y 

the way, the Carrasco 14-1 of ours shown on t h a t 

isopach map was not a s h u t - i n gas w e l l . I t was a t w i n 

t o an o l d Morrow w e l l . I t was shut i n w a i t i n g on a 

g a s / p i p e l i n e c o n n e c t i o n , j u s t t o c l e a r t h a t p o i n t up. 

Then the w e l l t h a t ' s not shown on my isopach t h a t ' s 

j u s t t o the south of t h a t Carrasco 14-1 t h a t ' s showing 

56 f e e t t h e r e , the w e l l j u s t south of t h e r e i s the 

RGA #1 and i t looks v e r y much l i k e the Carrasco. I t 

has now produced a l i t t l e over 18,000 b a r r e l s of o i l 

and i t came on about a month a f t e r the Carrasco d i d . 

Q. Are you s a t i s f i e d t h a t you have adequate 

w e l l c o n t r o l t o prepare t h i s map? 

A. A b s o l u t e l y . I n a d d i t i o n t o the w e l l down 

i n 23, RB Ope r a t i n g has d r i l l e d another w e l l which i s 

the o f f s e t t o the SCB 1-23. Then, the west o f f s e t t o 

t h a t i s an Amoco w e l l , so we now have those t h r e e 

w e l l s down t h e r e , we have our f o u r w e l l s here, and 

th e n , of course, the BTA w e l l on f a r t h e r n o r t h i n 

Sec t i o n 11. So I t h i n k we have v e r y good c o n t r o l , and 

we have numerous w e l l s i n the area. I t ' s a gr e a t area 

t o work i n . We have numerous w e l l s t h a t are p r o d u c i n g 
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from zones deeper than the Delaware , so you have good 

l o g c o n t r o l , good w e l l l o g c o n t r o l i n the area. 

Q. Did you prepare a n y t h i n g e l s e t h a t was the 

bas i s of your c o n c l u s i o n ? 

A. Oh, I've prepared a s t r u c t u r e map which i s 

E x h i b i t 3. 

Q. Would you t e l l me what t h a t i s and how i t 

was prepared ? 

A. I t ' s a s t r u c t u r e map on the top of t h a t 

Delaware pay t h a t produces i n the Teledyne #1, and as 

I've l e a r n e d today produces i n the BTA w e l l t h a t was 

j u s t completed i n Se c t i o n 11. 

I t h i n k the t h i n g t h a t t h i s shows i s t h a t 

s t r u c t u r e doesn't r e a l l y matter i n t h i s case. I agree 

w i t h e a r l i e r t e s t i m o n y . We've got w e l l s i n here, i f 

y o u ' l l look back again down t h e r e i n Se c t i o n 14, at 

t h a t Carrasco 14-1, showing 3,065 subsea e l e v a t i o n , 

i t ' s lower than the Teledyne by what, 10 f e e t ? 9 f e e t ? 

something l i k e t h a t . And t h e r e ' s no d i f f e r e n c e i n 

those two w e l l s . They produce, maybe, two b a r r e l s of 

water a day. Even the Carrasco, the lowest w e l l on 

t h i s map, i s s t i l l o n l y p r o d u c i n g about two b a r r e l s a 

day a f t e r h a ving produced 25,000 b a r r e l s . 

Q. Mr. Burks, you concluded from your s t u d i e s 

t h a t BTA w i l l gain an u n f a i r advantage by d r i l l i n g 
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t h e i r w e l l i n the proposed unorthodox l o c a t i o n . Do 

you have something t h a t you can show us s u p p o r t i n g 

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

A. Yes, I do, and i t ' s E x h i b i t No. 4. 

Q. Would you t e l l us what t h i s i s and how i t 

was prepared? 

A. I t ' s j u s t a simple c i r c l e map. Each of 

those c i r c l e s t h a t you see t h e r e r e p r e s e n t s a 40-acre 

area, r a d i u s of 745 f e e t . 

With t h a t w e l l d r i l l e d i n the proposed 

l o c a t i o n , you can see the o v e r l a p t h e r e between the 

Teledyne #1 and the proposed w e l l . I t h i n k t h a t the 

drainage r e p r e s e n t s , as I s a i d e a r l i e r , 32,800 b a r r e l s 

of o i l or about 22 percent of t h e i r t o t a l r eserves of 

150,000 b a r r e l s , and I t h i n k t h a t w i l l come from 

underneath the B i r d Creek leases i n Se c t i o n 14. 

Q. Let' s go over what you've d e f i n e d as the 

drainage area by the BTA proposed w e l l . Would you 

c l a r i f y f o r us the f a c t t h a t t h i s extends over i n t o 

another p r o r a t i o n u n i t , the 40 acres? 

A. W e l l , yes, i t does, but t h e y ' r e s t i l l B i r d 

Creek l e a s e s . 

Q. Okay. I wanted t o c l a r i f y t h a t . Would 

you, based on BTA's proposed l o c a t i o n h ere, do 

something d i f f e r e n t l y i n terms of how you would l o c a t e 
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a w e l l i n t h i s s e c t i o n or i n t h i s p r o r a t i o n u n i t t h a t 

you wouldn't do ot h e r w i s e ? 

A. You're t a l k i n g about the 

no r t h w e s t - n o r t h w e s t of Sec t i o n 14? 

Q. Yes, I am. 

A. There are s e v e r a l o p t i o n s a v a i l a b l e . One, 

we could move t h a t from the center of t h a t 40-acre 

t r a c t and coul d move t o the n o r t h e a s t t o o f f s e t some 

of t h a t d r ainage t h a t we t h i n k we w i l l experience as a 

r e s u l t of the proposed BTA w e l l . But at t h a t p o i n t , 

t h e n , we are a l s o going t o — w e won't be p r e v e n t i n g 

waste, we w i l l a lso leave some o i l down i n the 

southwest corner and over on the west s i d e of the 

n o r t h w e s t - n o r t h w e s t . 

That goes on and on f o r e v e r , as you move 

west. We're v e r y h e s i t a n t t o do t h a t . We've 

attempted i n every case t o get these w e l l s i n the 

center of the 40-acre t r a c t because we b e l i e v e t h a t 

they are going t o d r a i n each 40-acre t r a c t . 

Q. Mr. Burks, do you have a recommendation f o r 

a p e n a l t y ? 

A. Yes, but a r e n ' t we going t o t a l k about 

d i r e c t i o n a l d r i l l i n g b e f o r e we do t h a t ? 

Q. Yes, w e ' l l do t h a t . 

A. Okay. You want me t o t a l k about a 
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p e n a l t y . I t ' s my u n d e r s t a n d i n g , and not having 

appeared b e f o r e t h i s Commission b e f o r e , i t ' s my 

und e r s t a n d i n g t h a t a common p e n a l t y i s based on 

d i s t a n c e of the w e l l from the 330 l o c a t i o n and a p p l i e s 

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

What we f e e l here i s t h a t i f t h a t w e l l o n l y 

makes i t s a l l o w a b l e f o r , say, s i x months, i f the 

proposed w e l l o n l y made i t s a l l o w a b l e f o r s i x months, 

the p e n a l t y would apply d u r i n g t h a t p e r i o d . We would 

not have o f f s e t the 32,800 b a r r e l d r a i n a g e down i n 

Sect i o n 14. I t h i n k t h a t t h a t w e l l would have t o 

produce — have t o be capable of p r o d u c i n g a l l o w a b l e f o r 

16 months f o r t h a t t o occur t o be balanced o u t . 

Consequently, i t would be my p r o p o s a l t h a t 

t h a t w e l l not only would be p e n a l i z e d d u r i n g the 

a l l o w a b l e , d u r i n g the p e r i o d t h a t i t was capable of 

making a l l o w a b l e , i t should be p e n a l i z e d a f t e r w a r d s 

based on i t s c a p a c i t y t o produce, u n t i l such time as 

t h a t p e n a l t y equaled 32,800 b a r r e l s . 

Q. Did you have a percentage i n mind f o r the 

p e n a l t y ? 

A. I t ' s my un d e r s t a n d i n g t h a t the percentage 

p e n a l t y , based on j u s t d i s t a n c e , would be 46 p e r c e n t . 

And I have no problem i n a p p l y i n g a 46-percent p e n a l t y 

t o the c a p a c i t y of t h a t w e l l t o produce a f t e r i t no 
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longer w i l l make i t s a l l o w a b l e . 

Q. And t h a t would t i e i n t o the p r o d u c i n g r a t e 

as w e l l as the a l l o w a b l e ? 

A. I haven't c a l c u l a t e d what p e r i o d of time 

t h a t would t a k e . I'm j u s t s aying t h a t p e n a l t y would 

o n l y be i n e f f e c t u n t i l the c u m u l a t i v e p e n a l t y equaled 

the 32,800 b a r r e l s of drainage from S e c t i o n 14. 

Q. Did you have i n mind a way t h a t something 

l i k e t h a t could be p o l i c e d ? 

A. I r e a l i z e any time we t a l k about something 

l i k e t h i s , the mechanics of doing i t are not always as 

easy as we t h i n k . I would f e e l t h a t anyone i n the 

s i t u a t i o n BTA would be i n , assuming t h a t p e n a l t y was 

assessed i n t h a t manner, t h a t they c o u l d l i m i t the 

w e l l themselves. I do t h i n k t h e r e should be some 

checks and balances, perhaps every s i x months a w e l l 

t e s t w i t n e s s e d by the o f f s e t o p e r a t o r , t o determine 

t h a t , yes, they were a b i d i n g by t h a t p e n a l t y 

t h r o u g h o u t . And t h a t ' s not meant t o o f f e n d anyone, I 

j u s t know how those records get l o s t i n a w e l l f i l e 

over a p e r i o d of t i m e . 

Q. Mr. Burks, you s t a t e d t h a t you had come t o 

the c o n c l u s i o n , based on your s t u d y , t h a t a stan d a r d 

l o c a t i o n could be achieved by means other than as 

proposed by BTA o r , I guess, by other means than BTA 
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says they cannot achieve i t . Can you t e l l us how t h a t 

i s ? And I o f f e r E x h i b i t 5, and ask you t o t e l l us 

what t h a t i s ? 

A. W e l l , t h e r e are AFEs t o go w i t h t h i s . Did 

we get the AFEs? 

Q. Yes, E x h i b i t 6. Why don't you go ahead and 

i d e n t i f y those and t e l l us how they were p r e p a r e d . 

A. A l l r i g h t . My e s t i m a t e t o d i r e c t i o n a l l y 

d r i l l from the proposed l o c a t i o n of t h i s w e l l back t o 

the c enter of the s o u t h e a s t - s o u t h w e s t , the i n c r e m e n t a l 

cost of doing t h a t i s $30,000. You have two AFEs t h a t 

are p a r t of E x h i b i t 6. 

I f I could r e f e r you t o the f i r s t one, 

where i t says " w e l l " i t j u s t says Delaware w e l l . We 

d i f f e r q u i t e a b i t i n our d r i l l i n g and c o m p l e t i o n 

costs down here. I don't know why we d r i l l e d and 

completed f o u r of these w e l l s . The maximum cost we've 

had on any one was $354,000, and t h a t was due t o some 

problems i n cementing the p i p e . We're knocking out 

our w e l l s now f o r about $330,000 each, t h a t ' s d r i l l e d 

and completed . 

So i f I look at j u s t d r i l l i n g a v e r t i c a l 

w e l l and t h i s i s simply one of our AFEs t h a t we're 

u s i n g , g e t t i n g ready t o d r i l l another w e l l , I have a 

t o t a l d r i l l e d and completed cost of $330,000. I f you 
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look at the next page, I have another AFE t h e r e which 

assumes the d i r e c t i o n a l d r i l l i n g of t h i s w e l l from the 

proposed l o c a t i o n t o the center of t h a t 40-acre 

t r a c t . Quite f r a n k l y , the o n l y d i f f e r e n c e i n here i s 

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

a 17--and i t ' s l i s t e d down here as d i r e c t i o n a l 

d r i l l i n g s e r v i c e , i t ' s about t w o - t h i r d s of the way 

down the p a g e - - i t ' s a $17,200 i t e m . However, we have 

t o go on day r a t e w i t h a d r i l l i n g c o n t r a c t o r , which 

w i l l run $6,000 a day r a t h e r than a f o o t a g e r a t e , so 

t h a t d r i v e s our d r i l l i n g c osts up from about $80,000 

$90,000. 

Consequently, the i n c r e m e n t a l cost of 

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

d i f f e r e n c e between $360,000 and $330,000. With the 

w e l l s I've j u s t t o l d you about, the Carrasco 14-1 p a i d 

out i n about f o u r months. I t was our most expensive 

w e l l . 

Moving t o Se c t i o n 5, here's how we f e e l the 

economics l o o k , E x h i b i t 5. Here's what we t h i n k the 

economics look l i k e f o r a v e r t i c a l w e l l versus a 

d i r e c t i o n a l w e l l . And, as you can see, t h e r e ' s v e r y 

n e g l i g i b l e e f f e c t . You in c r e a s e payout of the w e l l by 

about two weeks. These numbers a r e , by the way, based 

on 150,000 b a r r e l s f o r a w e l l , d r i l l i n g cost of 
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$330,000 f o r the v e r t i c a l and $360,000 f o r the 

d i r e c t i o n a l . As you run down the l i n e , you cut the 

d i r e c t i o n a l versus the v e r t i c a l , you're c u t t i n g t h a t 

cash f l o w over the l i f e of the w e l l from 1.86 t o 

1.83. Your 10 percent p r e s e n t v a l u e of cash f l o w 

drops from 1.42 t o 1.39 m i l l i o n . Payout went from 

f i v e t o f i v e and a h a l f months f o r the d i r e c t i o n a l 

w e l l . I n t e r n a l r a t e of r e t u r n i n both cases i s over 

100 p e r c e n t . F i n d i n g c o s t , $2.54 i n the v e r t i c a l case 

and $2.77. Those are v e r y a c c e p t a b l e f i n d i n g c o s t s , 

p a r t i c u l a r l y i n t h i s date and t i m e . 

Q. Do you have any other comments on these 

e x h i b i t s ? 

A. I don't t h i n k so. 

Q. Did you have a comment about BTA's E x h i b i t 

No. 4 ? 

A. I s t h a t the c r o s s - s e c t i o n ? 

Q. Yes. 

A. Oh, j u s t a c l a r i f i c a t i o n . T his Carrasco 

1-14 i s an o l d Morrow w e l l t h a t was d r i l l e d and 

completed i n 79. Our w e l l i s a t w i n t o t h i s w e l l , so 

t h i s was not a r e c o m p l e t i o n . We o n l y ran a case h o l e 

l o g , and I guess I can't v i s i t w i t h t h i s f e l l o w . We 

ran a case hole l o g only on our w e l l , and I can 

understand why t h a t was done. That was j u s t as a 
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m atter of c l a r i f i c a t i o n . 

Q. May I c l a r i f y something t o be sure we have 

i t on the r e c o r d r e g a r d i n g the topography? I s i t my 

un d e r s t a n d i n g t h a t your c o n c l u s i o n from t h i s and 

o n - s i t e i n s p e c t i o n , i s t h a t your experience w i t h t h i s 

area leads you t o b e l i e v e t h a t t h e r e i s another 

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

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

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

MS. CALLAHAN: A l l r i g h t . Thank you. I 

pass the w i t n e s s . 

EXAMINER CATANACH: Mr. Carr. 

EXAMINATION 

BY MR. CARR: 

Q. Mr. Burks, i f I understand your t e s t i m o n y , 

you're d r i l l i n g some Delaware w e l l s t h a t are 

p e r f o r m i n g s u b s t a n t i a l l y b e t t e r than what we could 

c a l l normal Delaware w e l l s i n New Mexico, i s t h a t 

f a i r ? 

A. That i s f a i r . 

Q. As you review t h e i r p r o d u c t i o n performance, 

e s p e c i a l l y the one w e l l south o f , I t h i n k , our 

e x h i b i t s t h a t ' s been on f o r some p e r i o d of t i m e . Are 

you e n c o u n t e r i n g a f a i r l y p r e d i c t a b l e performance 

p a t t e r n , i . e . , a r e g u l a r d e c l i n e , or i s i t an e r r a t i c 
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p a t t e r n ? 

A. No, i t ' s not e r r a t i c . I have t h a t and we 

can i n t r o d u c e i t as an e x h i b i t , i f you want. 

Q. I r e a l l y don't t h i n k we need t o do t h a t . 

But you are e x p e r i e n c i n g a r e g u l a r p r e d i c t a b l e d e c l i n e 

i n these w e l l s ? 

A. A b s o l u t e l y . I t ' s j u s t l i k e so. 

Q. When we look at the geology i n your i n i t i a l 

e x h i b i t s , the s t r u c t u r e map and the isop a c h , b a s i c a l l y 

by BTA moving t o the proposed l o c a t i o n from the 

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

p o s i t i o n or a t h i c k n e s s , t h e y ' r e j u s t moving towards 

your t r a c t ? I s n ' t t h a t your concern? 

A. Yes. 

Q. So you don't d i s a g r e e w i t h Mr. Hair t h a t 

geology r e a l l y i s n ' t a major f a c t o r ? 

A. I do n o t . 

Q. I guess we a l s o have other t h i n g s we don't 

di s a g r e e on. There i s n ' t much r i s k i n f i n d i n g t h e 

Delaware out here? Y o u ' l l f i n d i t ? There's Delaware 

p r o d u c t i o n under v i r t u a l l y a l l of the t r a c t s t h a t 

we've been t a l k i n g about here? 

A. Yes, I t h i n k so. 

Q. You have been p r o d u c i n g these w e l l s , and I 

r e a l i z e some of them have been on p r o d u c t i o n a 
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r e l a t i v e l y s h o r t p e r i o d of t i m e , are you seeing any 

evidence of communication between the w e l l s ? 

A. No, we have n o t . No, we have n o t . A l l 

fo u r w e l l s have sat t h e r e and produced t h e i r 

a l l o w a b l e . They a l l have a thousand pounds f l o w i n g 

t u b i n g p r e ssure on 10/64 chokes. We've not seen any 

weak d e c l i n e i n f l o w i n g t u b i n g p r e s s u r e from about 

1,100 down t o 1,000 pounds on th o s e . 

Q. You mean the f o u r w e l l s on 14? 

A. On each of the f o u r w e l l s , t h a t i s c o r r e c t . 

Q. Now, the w e l l t h a t has produced f o r about 

two y e a r s , what was t h a t l o c a t i o n ? I s t h a t i n 14? 

A. That's down i n 23, j u s t south of 14. 

Q. Just south of 14. I s i t at an immediate 

o f f s e t t i n g l o c a t i o n or i s i t f a r t h e r south? 

A. No, i t ' s f a r t h e r s o u t h . I t would be i n the 

n o r t h e a s t of the southwest. 

Q. I s i t o f f s e t on a 40-acre p a t t e r n by other 

Delaware w e l l s ? 

A. I t has been t o the west. 

Q. I s t h e r e any evidence of pr e s s u r e 

communication between these w e l l s ? 

A. I do not know. That w e l l t o the west has 

onl y been on a couple of months. 

Q. I would l i k e t o ask you about your p e n a l t y 
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e x h i b i t , E x h i b i t No. 4. 

A. Yes. 

Q. I f I t r y and understand t h i s , what we have, 

we've put a c i r c l e around the Teledyne #1 t h a t 

i n c l u d e s a 40-acre d r a i n a g e area? 

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

Q. We have moved and place d a 40-acre d r a i n a g e 

c i r c l e w i t h the center of t h a t c i r c l e , the proposed 

unorthodox w e l l l o c a t i o n ? 

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

Q. And then we have a f i g u r e , and I j u s t 

d i d n ' t understand where you get the 32,800 b a r r e l of 

o i l f i g u r e . E x p l a i n i t t o the Examiner, because he 

l i k e s t o be i n v o l v e d , I guess. 

A. Do you mind my marking your e x h i b i t here? 

Q. No. Go t o i t . 

A. Okay. That e n t i r e c i r c l e r e p r e s e n t s 

150,000 b a r r e l s . The l i t t l e p i e shape t h a t ' s not 

h e a v i l y o u t l i n e d , r e p r e s e n t s 32,800 b a r r e l s . That's 

22 p e r c e n t of t h a t c i r c l e , i s what t h a t amounts t o . 

Q. Let me ask you about t h a t . Why have you 

excluded the acreage w i t h i n the c i r c l e below the l i n e 

t h a t runs s o r t of n o r t h e a s t - s o u t h w e s t and below t h a t 

l i n e you've w r i t t e n "19,200." Why d i d you exclude 

t h a t ? 
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A. Where those two curves i n t e r s e c t , I f e e l 

t h a t these w e l l s p r o d u c i n g at the same r a t e s , which 

they s h o u l d - -

Q. Have a no-flow b a r r i e r ? 

A. Have a no-flow b a r r i e r , r i g h t t h e r e where 

the two i n t e r s e c t . 

Q. So the amount of reserves o f f of the B i r d 

Creek operated t r a c t t h a t the w e l l at the proposed 

l o c a t i o n could r e c o v e r , would be 32,800 b a r r e l s ? I t ' s 

the pie-shaped p i e c e , i t i s south of the s e c t i o n l i n e , 

n o r t h of the l i n e t h a t has 9220 above i t , and w i t h i n 

the c i r c l e ? 

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

Q. A l l r i g h t . Now, i f we moved the BTA w e l l 

back t o a standard l o c a t i o n 330 from the boundary--

A. Yes. 

Q. - - t h a t would tend t o , I assume, move the 

no-flow boundary t o the n o r t h ? 

A. Yes, i t w o u l d . 

Q. And, con s e q u e n t l y , i t would move the e n t i r e 

c i r c l e t h a t ' s around the BTA w e l l a l s o t o the n o r t h ? 

A. Yes , s i r . 

Q. The problem I'm having w i t h t h i s , i s n ' t i t 

t r u e t h a t a w e l l at a standard l o c a t i o n would a l s o be 

d r a i n i n g reserves from t h i s pie-shaped area? 
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A. C e r t a i n l y . 

Q. So you're a s k i n g f o r a p e n a l t y equal t o a l l 

the reserves on your t r a c t , c o r r e c t ? t h a t would be 

dr a i n e d by the w e l l at the unorthodox l o c a t i o n ? 

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

Q. When at a standard l o c a t i o n , w i t h no 

p e n a l t y being a p p r o p r i a t e , you agree w i t h me t h e r e , 

don't you ? 

A. Sure. 

Q. From a standard l o c a t i o n a s u b s t a n t i a l 

p o r t i o n of these reserves would a l s o be d r a i n e d , 

wouIdn't they ? 

A. Let me c l a r i f y t h a t . I don't know how hard 

and f a s t the r u l e i s f o r 330 acres from the lease 

l i n e , but i n the case of these w e l l s and t h i s 

p a r t i c u l a r Delaware f o r m a t i o n , t h a t should be f a r t h e r . 

Q. Assume t h e r e i s a hard and f a s t r u l e , and 

i f t h a t i s the r u l e , a w e l l 330 from t h a t lease l i n e 

would d r a i n a s u b s t a n t i a l p o r t i o n of those 32,800 

b a r r e l s ? 

A. I t would s t i l l d r a i n , I t h i n k the number 

i s , about 20,000 b a r r e l s . 

Q. So 20 , 000 b a r r e l s of t h a t 32 , 000 — 

A. Versus 32,000. 

Q. --would be d r a i n e d even from a standard 
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l o c a t i o n ? 

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

Q. You're u s i n g 40 acres. Why d i d you do 

t h a t ? 

A. For what? 

Q. You're u s i n g 40-acre d r a i n a g e areas? 

A. Because I t h i n k t h a t ' s what these w e l l s 

w i l l d r a i n . I t r i e d t o back i n t o t h a t u s i n g the w e l l 

t o the sou t h . 

Q. With your v o l u m e t r i c w e l l ? 

A. Uh-huh. The w e l l i n S e c t i o n 23 t h a t had 

al r e a d y produced 60,000 b a r r e l s and had e s t a b l i s h e d a 

good d e f i n e / d e c l i n e c u r v e , from t h a t you can back i n t o 

a--using 40 ac r e s , you can back i n t o a 15 p e r c e n t , and 

I t h i n k 15 per c e n t i s a reasonable r e c o v e r y - -

Q. Reasonable r e c o v e r y f a c t o r , so t h a t would 

tend t o support your c a l l on 40 acres being d r a i n e d ? 

A. Yes. And not on l y t h a t , the w e l l i n 23 

w i l l produce, we t h i n k r i g h t now from d e c l i n e , 

130,000. From p r o d u c t i o n p r e s s u r e h i s t o r y on our 

Carrasco 14-1, I f e e l t h a t i t w i l l c e r t a i n l y make 

160,000 or 170,000, and I made those p o i n t s t o show 

t h a t I d i d n ' t t h i n k 150,000 was out of l i n e f o r t h a t 

proposed w e l l . 

Q. W i t h i n t h i s 40-acre c i r c l e , what were the 
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t o t a l r e s e r v e s , t o t a l b a r r e l s ? 150,000? 

A. 150,000. 

Q. Who prepared these AFEs? 

A. I d i d . 

Q. These are based on your experience i n the 

area ? 

A. Yes. 

Q. And your cost comparison was a l s o prepared 

by you? 

A. Yes. 

Q. And these f i g u r e s show the impact of 

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

A. Yes. 

Q. They don't show the impact of d i r e c t i o n a l 

d r i l l i n g p l u s a p e n a l t y ? 

A. No, they do n o t . 

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

THE WITNESS: I have another p o i n t I need 

t o make. 

FURTHER EXAMINATION 

BY MS. CALLAHAN: 

Q. I ' l l ask you about E x h i b i t 4, i f you have 

something f u r t h e r t o add. 

A. I have a p a r t i c u l a r p o i n t I would l i k e t o 

make, i f t h a t ' s p e r m i s s i b l e . 
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EXAMINER CATANACH: Yes, s i r , go ahead. 

A. Regardless of the 330 r u l e and the 

d i f f e r e n c e i n the drainage down here, i t c e r t a i n l y 

seems t o me t h a t a w e l l d r i l l e d i n the c e n t e r , and I 

t h i n k the BTA isopach and s t r u c t u r e maps and my 

isopach and s t r u c t u r e map bear t h i s o u t , t h a t a w e l l 

i n the center of t h a t 40-acre t r a c t of the 

so u t h e a s t - s o u t h w e s t , t h a t a w e l l i n the center of t h a t 

would r e s u l t i n maximizing income t o BTA, the r o y a l t y 

i n t e r e s t owners, and t o the Stat e of New Mexico 

because t h e r e w i l l not be any i n t e r f e r e n c e down here 

and t h e r e would be, as w i t h the w e l l where i t i s or 

even i n the 330. There's going t o be o i l l e f t up 

here, because you c e r t a i n l y can't come i n from the 

east because of t h a t r i v e r and get t h e r e unless you're 

going t o d i r e c t i o n a l l y d r i l l one. That's a l l I have. 

Q. I would l i k e t o c l a r i f y something on 

E x h i b i t 4. I n your d i s c u s s i o n w i t h Mr. Car r , d i d you 

attempt t o set a s p e c i f i c f i g u r e on the volume, t h a t 

i f BTA d r i l l e d a w e l l here, i t would be d r a i n e d from 

B i r d Creek p r o p e r t y t h a t - - I ' m having t r o u b l e 

d e s c r i b i n g t h i s . 

I f you were t o draw the c i r c l e here, as Mr. 

Carr suggested, and I'm i n d i c a t i n g at an orthodox 

l o c a t i o n but not the middle of the p r o r a t i o n u n i t , d i d 
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you attempt t o gi v e Mr. Carr a s p e c i f i c e s t i m a t e of 

what would be comparable t o your p i e shape amount 

here? 

A. Yes. I don't have an e x h i b i t t o t h a t 

e f f e c t , but I've c a l c u l a t e d i t and I would say w i t h i n 

f i v e p e r c e n t , p l u s or minus the 20,000 b a r r e l s , t h a t 

would be a good number. 

Q. 20,000 t h a t would be dra i n e d ? 

A. That would be d r a i n e d , versus t h a t 32,800. 

Does t h a t c l a r i f y t h a t ? 

Q. Yes, thank you. And, f u r t h e r , t h a t 

l o c a t i n g the w e l l at t h e i r proposed unorthodox 

l o c a t i o n , t h e y ' r e going t o leave a l l the o i l o u t s i d e 

of t h i s c i r c l e but w i t h i n t h e i r p r o r a t i o n u n i t , i s 

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

A. W e l l , i t would be o u t s i d e t h a t next c i r c l e , 

okay? The c i r c l e would be moved up j u s t a l i t t l e but 

they would leave o i l i n here. 

Q. I'm asking at the unorthodox l o c a t i o n . 

A. At the proposed l o c a t i o n ? 

Q. At the proposed l o c a t i o n , t h e y ' r e going t o 

be l e a v i n g what looks t o me t o be almost h a l f of the 

o i l underneath t h e i r p r o r a t i o n u n i t ? 

A. Almost h a l f , j u s t j u d g i n g from the area 

r i g h t i n t h e r e . I t ' s g e t t i n g p r e t t y c l o s e t o h a l f . 
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Q. So you would conclude t h a t an app r o v a l of 

BTA's a p p l i c a t i o n f o r t h i s unorthodox l o c a t i o n i s 

going t o promote waste w h i l e encroaching on the 

c o r r e l a t i v e r i g h t s of B i r d Creek Resources? 

A. That i s c o r r e c t . A b s o l u t e l y . 

MS. CALLAHAN: I have n o t h i n g f u r t h e r . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Burks, have you, i n f a c t , been out t o 

the proposed l o c a t i o n or made a v i s u a l i n s p e c t i o n of 

the area? 

A. I have been t o the proposed l o c a t i o n . I 

have made an i n s p e c t i o n of t h e - - j u s t a moment, l e t me 

f i n d an e x h i b i t - - o f the south h a l f , south h a l f of the 

so u t h e a s t - s o u t h w e s t , and t h a t ' s t h a t area r i g h t along 

the highway. I have not i n v e s t i g a t e d the northwest 

qu a r t e r . 

For my st a t e m e n t s , I r e l i e d s o l e l y on the 

topo map, but I c e r t a i n l y agree t h e y have a problem 

down i n the south c o r n e r . I saw where the f i r s t stake 

f e l l and i t f e l l i n the r i v e r bottom. My on l y p o i n t 

was, I don't t h i n k they have a problem t o the n o r t h of 

the proposed l o c a t i o n . 

Q. That's based on your e x a m i n a t i o n of the 

s i t e ? That's your o p i n i o n based on an examination of 
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the s i t e ? 

A. Based on the topo map t o the n o r t h , because 

I have not been on t h a t area up t h e r e t h a t he's 

showing as another f l o o d p l a i n , but I have d i f f i c u l t y 

b e l i e v i n g t h a t ' s a f l o o d p l a i n i f i t ' s o n l y 20 f e e t 

lower than where the proposed l o c a t i o n i s s i t u a t e d . I 

r e a l l y t h i n k i f t h a t ' s a f l o o d p l a i n , the Town of 

Loving i s a f l o o d p l a i n , because I t h i n k t h a t contour 

c a r r i e s t hrough t o the Town of Loving which i s about 

another two mi l e s away. I'm j u s t b asing t h a t on the 

t opo map . 

EXAMINATION 

BY MR. STOVALL: 

Q. Have you reviewed any Corps of Engineer 

i n f o r m a t i o n on t h a t , whether t h a t ' s a f l o o d p l a i n or 

not ? 

A. No, I have n o t . 

Q. Would you come t o a d i f f e r e n t c o n c l u s i o n i f 

you reviewed Corps of Engineer data and i t d i d i n f a c t 

show t h i s t o be a f l o o d p l a i n ? 

A. Showed t h a t as a f l o o d p l a i n ? C e r t a i n l y . 

L i k e I say, t h e y ' l l have t o prove t o me t h a t the Town 

of Loving i s i n a f l o o d p l a i n . 

Q. That may very w e l l be. We have a few of 

those i n t h i s s t a t e , t o o , I t h i n k . 
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A. A l l I'm q u e s t i o n i n g i s the 20 f e e t 

d i f f e r e n c e i n e l e v a t i o n . I can b u i l d pad t o make up 

some of t h a t . 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Burks, I want you t o c l a r i f y t h i s . On 

my E x h i b i t No. 4, t o make sure I have e v e r y t h i n g 

c o r r e c t i n what you've drawn out--sometimes i t ' s hard 

r e v i e w i n g these t h i n g s a f t e r the case — you're saying 

t h a t t h i s wedge shape r e p r e s e n t s 32,800 b a r r e l s ? 

A. May I draw? 

Q. Yes, s i r . 

MR. STOVALL: You've drawn t h a t i n b l u e , i s 

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

THE WITNESS: Yes, I have, I've noted t h a t 

i n blue on E x h i b i t 4. 

Q. That's assuming 150,000 b a r r e l s d i s t r i b u t e d 

evenly over t h a t 40-acre c i r c l e ? 

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

Q. Okay. 

A. May I say one more t h i n g about the topo 

map ? 

Q. Yes, s i r . 

A. There s t i l l seems t o be, i f you w i l l look 

at the topo map, t h e r e i s a t e a r d r o p up here i n the 
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v e r y northwest c o r n e r . Can you see the one I'm 

look i n g at ? 

Q. Yes. 

A. There appears t o be, from t h i s topo map, 

s u f f i c i e n t space t h e r e t o b u i l d a pad 150 by 150. 

There, a g a i n , t h a t area r i g h t t h e r e i s at the same 

e l e v a t i o n as t h i s f l o o d p l a i n shown over here. I f 

t h a t i s a f l o o d p l a i n , I don't know why t h a t ' s not a 

f1ood p l a i n . 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. Mr. Burks, have you been i n v o l v e d i n your 

experience i n the o i l and gas e x p l o r a t i o n and 

development i n d u s t r y i n p i c k i n g l o c a t i o n s over your 

years of experience? 

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

Q. You p i c k them based upon t o p o g r a p h i c a l 

map s ? 

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

Q. You're doing i t based upon f i e l d i n s p e c t i o n 

of the area? 

A. F i e l d i n s p e c t i o n , t h a t i s c o r r e c t . 

MR. STOVALL: I have no f u r t h e r q u e s t i o n s . 

THE WITNESS: The on l y other t h i n g I can 

add here i s t h a t f l o o d p l a i n i s 40 f e e t , a c c o r d i n g t o 
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t h a t topo map, i t ' s 40 f e e t above t h a t r i v e r bed down 

t h e r e . 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Burks, have you had any experience i n 

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

A. No, I have n o t . 

Q. You've got two years of p r o d u c t i o n h i s t o r y 

on the w e l l i n Sec t i o n 23, i s t h a t r i g h t ? 

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

Q. Have you done a d e c l i n e curve on t h a t w e l l 

compared t o v o l u m e t r i c a n a l y s i s t o make a 

d e t e r m i n a t i o n of what these w e l l s might be d r a i n i n g ? 

A. Yes, I have. 

Q. What i s your o p i n i o n on t h a t , s i r ? 

A. V o l u m e t r i c reserves on t h a t SCB 1-23 i n 

Sec t i o n 23 are 836,000 b a r r e l s of o i l . Now, t h a t ' s i f 

I use 40-acre s p a c i n g . I have t o back i n t o one or the 

o t h e r , which I'm sure you r e c o g n i z e , I have t o back 

e i t h e r i n t o the re c o v e r y f a c t o r or i n t o t h e 40 acres. 

When I do t h a t and use 40 ac r e s , I get 836,000 

b a r r e l s , the w e l l should make 128,000 b a r r e l s of o i l 

from d e c l i n e curve e x t r a p o l a t i o n . And i f you d i v i d e 

128 by the 836 , you've got 15.3, I t h i n k i t is-. 

I could do the same t h i n g and assign i t a 
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15-percent r e c o v e r y f a c t o r and back i n the acreage, 

and I would have 40 acres. I don't know where you're 

going on t h a t , but t h e r e ' s something t h a t I d i d n ' t 

b r i n g out i n the t e s t i m o n y . 

On the Carrasco 14-1 of ours, t o f u r t h e r 

s u b s t a n t i a t e the reserves f o r these w e l l s , the i n i t i a l 

b o t tom-hole pressure on t h a t w e l l was taken b e f o r e we 

produced a n y t h i n g . We took another one the f i r s t day 

of March, and we've had a 358 pound d e c l i n e i n 

bottom-hole pressure w i t h a p r o d u c t i o n of 25,000 

b a r r e l s . With a l l of t h a t , I have v e r y l i t t l e problem 

i m a g i n i n g t h a t these w e l l s are going t o d r a i n the 40 

acres. 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. One more q u e s t i o n , I t h i n k . Would your AFE 

f o r d i r e c t i o n a l l y d r i l l i n g t o a 330/330 l e g a l l o c a t i o n 

be d i f f e r e n t ? I assume your AFE you propose was going 

t o the center at 660/660, 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. How much d i f f e r e n t would i t a f f e c t the cost 

i f you went t o 330/330, do you have any idea? 

A. Yes, I do. The d i r e c t i o n a l cost drops from 

about $17,000 t o $13,000. I can't imagine knocking 

any more than maybe a day or two o f f the d r i l l i n g 
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c o s t s , so you're s t i l l going t o have an a d d i t i o n a l 

15. I would t h i n k $20,000, w i t h o u t p u t t i n g p e n c i l t o 

i t , but I t h i n k t h a t would be very c l o s e . And t o me, 

the a d d i t i o n a l $10,000 t o get i t t o the center t o 

recover more reserves i s a f a r b e t t e r d e a l . 

Q. What about the a f f e c t on--again, you've 

t e s t i f i e d t h a t you've not d e a l t w i t h p r o d u c i n g 

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

A. I know what i t costs t o equip one. I ' l l 

say t h i s , over the l i f e of these w e l l s and our 

e s t i m a t e s , the t o t a l o p e r a t i n g expense amounts t o 

about two percent of the income from the w e l l . I 

can't imagine t h a t the a d d i t i o n a l cost would be 

p r o h i b i t i v e and would s e r i o u s l y e f f e c t the economics 

of the w e l l . 

MR. STOVALL: I have n o t h i n g f u r t h e r of 

t h i s w i t n e s s . 

EXAMINER CATANACH: That's a l l I have of 

the w i t n e s s . He may be excused. I f we may get Mr. 

Logan back up? 

KEITH E. LOGAN 

the w i t n e s s h e r e i n , having been p r e v i o u s l y d u l y sworn, 

t e s t i f i e d f u r t h e r as f o l l o w s : 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Logan, t h e r e seems t o be q u i t e a b i t of 

qu e s t i o n on whether or not t h a t western p o r t i o n of 

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

you assured y o u r s e l f or t a l k e d t o the Corps of 

Engineers and have they assured you t h a t i n f a c t i t 

i s ? 

A. I have not t a l k e d t o the Corps of Engineers 

on t h a t , but I went out w i t h the surveyor who 

attempted the s t a k i n g of the l o c a t i o n s out t h e r e . I t 

i s d e f i n i t e l y a low area, and then you've got the 

p i p e l i n e r u n n i n g r i g h t t h r o u g h the middle of i t . As 

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

area up i n t h e r e - -

MR. CARR: Up i n the no r t h w e s t ? 

A. Up i n the northwest q u a r t e r of t h a t 40-acre 

t r a c t , t h a t r a i l r o a d , i f you r e f e r t o the e x h i b i t t h a t 

has been put i n t h e r e , t h e r e ' s 200 f e e t on e i t h e r s i d e 

t h a t has t o be l e f t t h e r e f o r c r o s s i n g t h a t r i v e r . As 

you see from t h a t , i t extends, I b e l i e v e , out i n t o 

t h a t t i c mark. I don't have t h a t e x h i b i t i n f r o n t of 

me . 

MR. STOVALL: L e t ' s make sure we get t h a t , 

t o o , b e f o r e you l e a v e . 
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MR. CARR: I w i l l . 

EXAMINATION 

BY MR. STOVALL: 

Q. Let' s move back down t o the southwest of 

your p r o r a t i o n u n i t . I t h i n k we're s a t i s f i e d , 

a p p a r e n t l y , t h a t the east s i d e i s not a v a i l a b l e . 

Nobody seems t o argue t h a t . On t h a t what appears t o 

be k i n d of a b l u f f or h i g h area surrounded by the 

heavy contour l i n e , i s t h a t what t h a t i s ? 

A. Yes, i t i s . 

Q. I s i t p o s s i b l e t o r e o r i e n t your pen and go 

t o perhaps what I might c a l l a n o n c o n v e n t i o n a l p l a c i n g 

of d r i l l i n g equipment and p i t s , et c e t e r a , t o move 

your l o c a t i o n a l i t t l e f u r t h e r n o r t h and get a l i t t l e 

l e s s unorthodox and stay on t h a t h i g h area? 

A. We d i d attempt t o go north w e s t w i t h t h a t . 

The problem was g e t t i n g i n t o t h a t p i p e l i n e . 

Q. I'm t a l k i n g about going s t r a i g h t n o r t h . 

You're s t i l l going t o be unorthodox, but l e s s so. 

A. We attempted a l o c a t i o n f a r t h e r n o r t h and 

we had both our d r i l l i n g s u p e r i n t e n d e n t and d r i l l i n g 

foreman go out t h e r e and v i s u a l i z e t h a t , and t h i s was 

the f a r t h e s t n o r t h t h a t we coul d get the l o c a t i o n . 

EXAMINER CATANACH: Why i s t h a t ? 

THE WITNESS: They f e l t l i k e t h e r e was no 
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room t o get the equipment i n they needed. 

EXAMINER CATANACH: That's a l l we have of 

the w i t n e s s . 

Ms. C a l l a h a n , you may proceed w i t h a 

c l o s i n g statement i f you want at t h i s t i m e . 

MS. CALLAHAN: A l l r i g h t . Thank you. Mr. 

Examiner, I may be new at t h i s and I may not know a 

whole l o t about geology and e n g i n e e r i n g , but I do know 

about the C o n t i n e n t a l O i l case, and my r e a d i n g of t h a t 

case t e l l s me t h a t t o a l l o w BTA t o tak e 32,800 b a r r e l s 

of o i l from beneath the lands of my c l i e n t i s not 

f a i r . My engineer t e l l s me t h a t t h a t ' s e x a c t l y what 

w i l l happen i f BTA i s granted t h i s a p p l i c a t i o n . 

I know t h a t you agree w i t h me because i n a 

recent case, Santa Fe Energy, Case No. 9796, Order No. 

R-9121, you denied Santa Fe's a p p l i c a t i o n f o r an 

unorthodox l o c a t i o n under the ve r y same circumstances 

as e x i s t here. Santa Fe Energy, j u s t l i k e BTA, had 

a l t e r n a t i v e s . Here BTA has the a l t e r n a t i v e of other 

s u r f a c e l o c a t i o n s , and they a l s o have the a l t e r n a t i v e 

of d i r e c t i o n a l l y d r i l l i n g , both of which w i l l enable 

them t o produce more o i l from underneath t h e i r lands 

w h i l e p r o t e c t i n g c o r r e l a t i v e r i g h t s of Santa Fe 

energy. 

The best s o l u t i o n t o t h i s case i s the 
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s i m p l e s t , and t h a t i s t o si m p l y deny the a p p l i c a t i o n . 

However, i f you don't see t h i n g s the way I do, we ask 

t h a t you e x t r a c t a p e n a l t y from BTA t h a t ' s m e a n i n g f u l , 

and we see t h a t as a p e n a l t y t h a t w i l l be t i e d not 

only t o the top a l l o w a b l e but a l s o t o the p r o d u c i n g 

r a t e f o r the w e l l . I n any event, s u r f a c e c o n s t r a i n t s 

should never be used t o j u s t i f y an i n a p p r o p r i a t e 

bottom hole l o c a t i o n . That concludes my sta t e m e n t . 

EXAMINER CATANACH: Thank you Ms. C a l l a h a n , 

Mr . Carr. 

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

i s b e f o r e you today seeking a u t h o r i t y t o d r i l l a w e l l 

at what we submit i s the o n l y v i a b l e l o c a t i o n on a 

40-acre Delaware t r a c t . We can s i t here today and t r y 

and p i c k a l o c a t i o n from the t o p o g r a p h i c map, but I 

t h i n k i f you take a look at the t o p o g r a p h i c map you're 

going t o see t h a t i n 40 acres we have low areas, we 

have w a t e r , we have f l o o d p l a i n s , we have two 

p i p e l i n e s , we have a number of b l u f f s , we have r i v e r s , 

we have c a n a l s , we have r a i l r o a d s , we have 20 0 - f o o t 

wide r a i l r o a d r i g h t - o f - w a y s , and i n s t e a d of second 

guessing i t here, we have come i n and a l t h o u g h 

everyone i s s p e c u l a t i n g where we might put the w e l l , 

we've come i n , having been on the s i d e , having t a k i n g 

the d r i l l i n g c o n t r a c t o r and d r i l l i n g foreman o u t , and 
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we're s t a n d i n g b e f o r e you w i t h the one v i a b l e o p t i o n 

t o produce the reserves t h a t are under t h i s t r a c t . 

There i s no d i s p u t e t h a t t h e r e are reserves 

under t h i s t r a c t . I f t h i s l o c a t i o n i s d e n i e d , t h e y ' r e 

not going t o be produced by the p a r t y who owns them, 

BTA, and when t h a t happens, your d e n i a l w i l l deny us 

our c o r r e l a t i v e r i g h t s . T h i s i s n ' t l i k e the Santa Fe 

Energy d e n i a l . That case i n v o l v e d an unorthodox 

l o c a t i o n t h a t was p u r p o r t e d l y necessary t o bottom the 

w e l l i n a p a r t i c u l a r s t r i n g e r , and i t wasn't supported 

by the geology, when you took a clos e look at i t . I t 

i s n ' t l i k e t h a t and d e n i a l i s not an a p p r o p r i a t e 

remedy. We have r e s e r v e s . We're here a t t e m p t i n g t o 

produce them. 

We've come b e f o r e you seeking no p e n a l t y . 

We seek no p e n a l t y because we submit the r e s e r v o i r i s 

so t i g h t t h a t t h e r e w i l l be l i t t l e or no impact on the 

o f f s e t t i n g t r a c t s . Mr. Burk's t e s t i m o n y was t h a t none 

of the w e l l s i n the area had experienced any k i n d of 

press u r e communication, not even the w e l l s south of 

the w e l l s d e p i c t e d on our p l a t s . I t i s the only w e l l 

t h a t has some s u b s t a n t i a l p r o d u c t i o n h i s t o r y . There's 

no communication, and we submit t o you t h a t no p e n a l t y 

i s app r op r i at e . 

I f , however, you're going t o p e n a l i z e 
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p r o d u c t i o n from t h i s w e l l , you u n f o r t u n a t e l y have a 

problem c o n f r o n t i n g you which may be a g i f t from the 

a t t o r n e y s i n t h i s room, and t h a t i s , you're supposed 

t o base a p e n a l t y i n your d e c i s i o n on the r e c o r d made 

i n t h i s case. As I look at the r e c o r d i n t h i s case, 

we get back, as we do w i t h most p e n a l t y q u e s t i o n s , t o 

a fundamental problem, and t h a t i s we're p u t t i n g 

rounds pegs i n square h o l e s , rounds d r a i n a g e areas 

under leases t h a t are b a s i c a l l y square i n shape. 

And so as we look at t h a t , I t h i n k i t ' s 

i m p o r t a n t t o recog n i z e t h a t even standard l o c a t i o n s , 

one o p e r a t o r i s a u t h o r i z e d and p e r m i t t e d , under the 

r u l e , t o d r a i n reserves from the o f f s e t t i n g t r a c t , and 

i t ' s assumed t h a t the o f f s e t w i l l l o c a t e h i s w e l l s so 

t h a t he can o f f s e t t h a t d r a i n a g e . We have a r e c o r d 

b e f o r e you where b a s i c a l l y t h e r e are on l y two ways t o 

go. One, somehow p e n a l i z e us equal t o 32,800 b a r r e l s , 

t h a t ' s what they would l i k e you t o do, or come up w i t h 

some s o r t of a p e n a l t y f a c t o r . 

I ' l l t e l l you what's wrong w i t h 32,800 

b a r r e l s . Mr. Burks a d m i t t e d t h a t at a standard 

l o c a t i o n we coul d produce 20,000 of thos e . We 

sho u l d n ' t be p e n a l i z e d an a d d i t i o n a l 20, 20 t h a t we 

can recover and would recover from a standard 

b o ttom-hole l o c a t i o n o f f s e t t i n g t h i s l e a s e . E i t h e r 
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you're going t o have t o come i n and pop us f o r 32,800 

b a r r e l s , or you're going t o have t o tak e t h i s r e c o r d 

and devise a t h e o r y , and I ' l l t e l l you how I t h i n k you 

should do i t . 

Mr. Burks says t h a t t h e y ' r e a n t i c i p a t i n g 

150,000 b a r r e l s of o i l t o be recovered i n t h i s c i r c l e , 

and the pie-shaped piece he o u t l i n e d on E x h i b i t No. 4 

con t a i n e d 32,800, and he a d m i t t e d t h a t we would 

produce 20,000 of those f o r the w e l l at a standard 

l o c a t i o n . I suggest on t h i s r e c o r d you should take 

the 32,800 b a r r e l s , s u b t r a c t the 20,000 t h a t we can 

get from a standard l o c a t i o n , r e c o g n i z e t h a t we are 

g a i n i n g an advantage of 12,800 b a r r e l s , d i v i d e t h a t 

i n t o 150,000 b a r r e l s , what Mr. Burks says i s a v a i l a b l e 

under the t r a c t , and y o u ' l l come up w i t h a p e n a l t y of 

8.5 per c e n t and go ahead apply t h a t towards our depth 

b r a c k e t a l l o w a b l e and y o u ' l l be p e n a l i z i n g t h i s w e l l 

and you w i l l be p e n a l i z i n g i t based on the a d d i t i o n a l 

r e c o v e r y t h a t i t can gain o f f the o f f s e t t i n g t r a c t 

because of the unorthodox l o c a t i o n . 

I submit t o you t h a t based on t h i s r e c o r d 

t h a t i s the only t h i n g t h a t you can do. I f you're 

going t o p e r m i t us t o develop our r e s e r v e s , d e n i a l 

w i l l not do t h a t . I f you're not going t o enter an 

order t h a t w i l l leave reserves i n the ground, d e n i a l 
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or a 32,000 p e n a l t y w i l l do t h a t . 

I f you're going t o f o l l o w the Cont i n e n t a l 

d e c i s i o n which reminds you, I suggest, t h a t you have 

two bases f o r your j u r i s d i c t i o n , waste as w e l l as 

c o r r e l a t i v e r i g h t s , i f you're going t o f o l l o w 

C o n t i n e n t a l and p r o t e c t our c o r r e l a t i v e r i g h t s , you're 

going t o come up w i t h a me a n i n g f u l penalty.. And when 

you do t h a t based on t h i s r e c o r d , you're going t o come 

up w i t h a 8.5 pe r c e n t p e n a l t y a p p l i e d t o a depth 

b r a c k e t a l l o w a b l e . And I b e l i e v e on t h i s r e c o r d , 

u n f o r t u n a t e l y , t h a t ' s about a l l you can do i f you're 

a l s o going t o meet your s t a t u t o r y c h a l l e n g e and 

prev e n t waste and p r o t e c t c o r r e l a t i v e r i g h t s . 

EXAMINER CATANACH: Thank you Mr. Carr. 

A n y t h i n g f u r t h e r i n t h i s case? I f n o t , Case 9883 w i l l 

be taken under advisement. 
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