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EXAMINER STOGNER: C a l l n e x t case, No. 

10393. 

MR. STOVALL: A p p l i c a t i o n o f M e r i d i a n 

O i l , I n c . , f o r downhole c o m m i n g l i n g , San Juan 

County, New M e x i c o . 

EXAMINER STOGNER: I ' l l c a l l f o r 

a p p e a r a n c e s . 

MR. KELLAHIN: Mr. Examiner, I'm Tom 

K e l l a h i n o f t h e Santa Fe law f i r m o f K e l l a h i n , 

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

A p p l i c a n t , and I have two w i t n e s s e s t o be sworn. 

EXAMINER STOGNER: Are any o f t h e s e 

w i t n e s s e s t h e same ones t h a t a p p e a r e d i n t h e 

p r e v i o u s case? 

MR. KELLAHIN: Only Mr. A l e x a n d e r . 

EXAMINER STOGNER: Would t h e o t h e r 

w i t n e s s , b e s i d e s Mr. A l e x a n d e r , s t a n d and be 

sworn a t t h i s t i m e ? 

( A t t h i s t i m e , t h e w i t n e s s was sworn.) 

EXAMINER STOGNER: L e t t h e r e c o r d show 

t h a t Mr. A l a n A l e x a n d e r , t h e f i r s t w i t n e s s , has 

been p r e v i o u s l y sworn i n Case No. 10392. 

MR. STOVALL: And he's a l s o q u a l i f i e d . 

EXAMINER STOGNER: And who has a l s o 

been q u a l i f i e d . 
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ALAN ALEXANDER 

H a v i n g been p r e v i o u s l y 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 f u r t h e r as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. A l e x a n d e r , l e t ' s t u r n t o t h e t o p i c 

o f t h i s downhole c o m m i n g l i n g case. From y o u r 

p e r s p e c t i v e as a landman, have you v e r i f i e d t h e 

o w n e r s h i p w i t h i n t h i s S e c t i o n 22, w h i c h i s 

r e f e r e n c e t o t h e Gordon #5 w e l l , i t ' s i n S e c t i o n 

22, 27 N o r t h , 10 West? And we're d e a l i n g w i t h 

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

Coal s p a c i n g , and we're d e a l i n g w i t h t h e 

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

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

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

v e r i f i e d u nder my s u p e r v i s i o n . 

Q. Based upon y o u r v e r i f i c a t i o n o f t h e 

o w n e r s h i p , do you f i n d a d i f f e r e n c e i n t h e 

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

dependent upon w h i c h p o o l i t w o u l d be a l l o c a t e d 

t o ? 

A. Yes, s i r , I have i n v e s t i g a t e d t h a t , and 

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

r o y a l t y between t h e two s p a c i n g u n i t s . 
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Q. When we l o o k a t t h e west h a l f o f t h e 

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

i n v o l v e d i n t h e west h a l f . 

A. They c o n s i s t o f two f e d e r a l l e a s e s , 

b e i n g one i n t h e n o r t h w e s t q u a r t e r and t h e n one 

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

Q. L e t ' s t u r n t o t h e f i r s t d i s p l a y b e h i n d 

E x h i b i t No. 2. My copy o f t h e e x h i b i t book has a 

p l a t s h o w i n g t h e west h a l f o f t h e s e c t i o n ? 

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

Q. The n e x t d i s p l a y a f t e r t h a t i s a p l a t 

s h o w i n g t h e s o u t h w e s t q u a r t e r o f t h e s e c t i o n ? 

A. Yes, s i r , t h a t ' s c o r r e c t . I b e l i e v e 

t h e E x a m i n e r ' s book may s t a r t w i t h t h e o f f s e t 

o p e r a t o r p l a t . 

Q. I b e l i e v e h i s i s j u s t l i k e y o u r s , Mr. 

A l e x a n d e r . H i s f i r s t d i s p l a y i s t h e west h a l f . 

A. Yes, s i r , t h a t ' s t h e o f f s e t o p e r a t o r 

p l a t f o r t h e west h a l f , and t h e n i m m e d i a t e l y 

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

f o r t h e s o u t h w e s t q u a r t e r , w h i c h i s t h e P i c t u r e d 

C l i f f s f o r m a t i o n . And t h e n i m m e d i a t e l y b e h i n d 

t h a t i s a l i s t o f t h e owners i n t h e west h a l f , 

i n s i d e t h e west h a l f , f o r t h e Gordon #5 w e l l . 

Q. L e t ' s d e a l w i t h t h a t o w n e r s h i p f i r s t . 
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A. A l l r i g h t . 

Q. There a r e o n l y two d i f f e r e n t l e a s e s 

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

i n t h e west h a l f o f 22? 

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

Q. They c o n s i s t o f t h e n o r t h w e s t q u a r t e r 

and t h e n t h e s o u t h w e s t q u a r t e r ? 

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

Q. When we l o o k a t t h e s o u t h w e s t q u a r t e r 

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

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

t h e same o v e r r i d i n g r o y a l t y i n t e r e s t s ? 

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

Q. A l l r i g h t . The o f f s e t o p e r a t o r s shown 

on t h e west h a l f o f t h e o f f s e t owner p l a t , you've 

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

A. Yes, s i r , we have. 

Q. And have you done t h e same t h i n g w i t h 

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

C l i f f s ? 

A. Yes, s i r , we have. 

Q. Have you caused n o t i f i c a t i o n o f 

M e r i d i a n ' s r e q u e s t t o commingle p r o d u c t i o n i n 

t h i s w e l l b o r e i n t h e P i c t u r e d C l i f f s and t h e 

c o a l / g a s p o o l , t o be s e n t t o n o t o n l y t h e 
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i n t e r e s t owners w i t h i n t h e a r e a a f f e c t e d by t h e 

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

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

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. Have you r e c e i v e d any o b j e c t i o n f r o m 

any o f t h o s e p o t e n t i a l p a r t i e s ? 

A. No, s i r , we have n o t . 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n o f Mr. A l e x a n d e r . 

EXAMINATION 

BY MR. STOGNER: 

Q. Mr. A l e x a n d e r , I'm g o i n g t o r e f e r back 

t o t h e l i s t . I'm s t i l l a l i t t l e b i t c o n f u s e d . 

Which o v e r r i d i n g r o y a l t y i s d i f f e r e n t ? 

A. The b a s i c d i f f e r e n c e o c c u r s i n t h e 

o v e r r i d i n g r o y a l t y t h a t was owned by Amoco 

P r o d u c t i o n Company. 

Q. Can you go i n t o a l i t t l e more d e t a i l 

a b o u t t h a t o v e r r i d i n g ? 

A. Yes, s i r . L e t me r e f e r t o some o t h e r 

i n f o r m a t i o n h e r e . 

Q. The way I u n d e r s t a n d t h a t , t h i s l i s t i s 

t h e Gordon W e l l #5, i s t h e i n t e r e s t as a w h o l e , 

w h e t h e r i t be w o r k i n g i n t e r e s t , o v e r r i d i n g o r 

r o y a l t y i n s i d e t h e west h a l f ? I s i t a l l m i n e r a l 
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i n t e r e s t s ? 

A. I t ' s a l l l e a s e d m i n e r a l i n t e r e s t s , y e s , 

s i r . Mr. Exam i n e r , f o r a l i t t l e b i t more d e t a i l 

a b o u t t h e o w n e r s h i p , i n t h e s o u t h w e s t q u a r t e r we, 

of c o u r s e , have t h e 12-1/2 p e r c e n t r o y a l t y t o t h e 

U n i t e d S t a t e s o f A m e r i c a , t h e g o v e r n m e n t , s i n c e 

t h e y ' r e b o t h f e d e r a l l e a s e s . We have a 

o n e - p e r c e n t o v e r r i d e t o t h e Gordon f a m i l y , and a 

o n e - e i g h t h o f o n e - p e r c e n t o v e r r i d e t o Mr. A. L. 

D u f f and h i s s u c c e s s o r s , and t h e n Amoco 

P r o d u c t i o n Company has a 12-1/2 p e r c e n t o v e r r i d e . 

Q. What was t h a t o v e r r i d e ? 

A. 12-1/2 p e r c e n t . I n t h e n o r t h w e s t 

q u a r t e r we have t h e same r o y a l t y t o t h e f e d e r a l 

g o v e r n m e n t , 12-1/2 p e r c e n t . The o v e r r i d e s f o r 

t h e Gordon g r o u p and t h e s u c c e s s o r t o Mr. A. L. 

D u f f w o u l d be t h e same, one p e r c e n t and 

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

Amoco P r o d u c t i o n Company, t h r o u g h a f a r m o u t 

a r r a n g e m e n t w i t h M e r i d i a n , i s g o i n g t o have a 

16.375 p e r c e n t o v e r r i d e . 

Q. Okay. T h a t ' s 12-1/2 p e r c e n t o v e r r i d e 

i n t h e west h a l f , 16.375 i n t h e s o u t h w e s t , o r do 

I have t h a t r e v e r s e d ? 

A. L e t me c l a r i f y t h a t . I n t h e s o u t h w e s t 
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10 

q u a r t e r , Amoco has a 12-1/2 p e r c e n t o v e r r i d e , and 

i n t h e n o r t h w e s t q u a r t e r t h e y w i l l have a 16.375 

p e r c e n t o v e r r i d e . 

Q. I s t h i s a l s o t h e a d d r e s s l i s t o f w h i c h 

p e o p l e were n o t i f i e d f o r t h e i r i n t e r e s t ? 

A. Yes, s i r . We have t h r e e s e p a r a t e 

l i s t s . One l i s t - - o r two l i s t s , I beg y o u r 

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

o f f s e t t o t h e F r u i t l a n d Coal and t h e o f f s e t t o 

t h e P i c t u r e d C l i f f s , as shown on t h e two e x h i b i t s 

t h a t a r e b e h i n d E x h i b i t No. 2, and t h e n t h e l i s t 

t h a t i s e n t i t l e d Gordon #5 w e l l , owner a d d r e s s 

l i s t , w o u l d be t h o s e owners o f t h e r o y a l t i e s and 

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

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

Amoco a t t h i s t i m e . Do you have t h a t , Mr. 

K e l l a h i n ? 

MR. KELLAHIN: C e r t i f i c a t e o f n o t i c e i s 

marked as E x h i b i t No. 6, Mr. Examiner, and we 

s e n t o ur a p p l i c a t i o n and c o v e r l e t t e r t o Mr. E r i c 

N i t c h e r o f Amoco i n Denver, who i s t h e a t t o r n e y 

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

f o r Amoco. I b e l i e v e M e r i d i a n p e r s o n n e l have 

a l s o t a l k t o Amoco, and i t ' s our u n d e r s t a n d i n g 

t h e y have no o b j e c t i o n t o t h e a p p l i c a t i o n t o d a y . 
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EXAMINER STOGNER: You show a d i f f e r e n t 

a d d r e s s , a D a l l a s a d d r e s s , on t h e owner a d d r e s s 

l i s t f o r Amoco. 

MR. KELLAHIN: I u n d e r s t a n d , b u t we 

used t h e Denver a d d r e s s , and Mr. N i t c h e r , 

s p e c i f i c a l l y , because I knew he was t h e a t t o r n e y 

t h a t o f t e n h a n d l e d t h e i r p r o j e c t s h e r e i n Santa 

Fe . 

EXAMINER STOGNER: So as I u n d e r s t a n d 

i t , t h e Denver a d d r e s s i s a l s o a d e q u a t e f o r b o t h 

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

c o r r e c t ? 

MR. KELLAHIN: That was our 

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

MR. STOVALL: As a b u s i n e s s d e c i s i o n , 

b o t h Mr. K e l l a h i n and Mr. A l e x a n d e r , a r e you 

c o m f o r t a b l e w i t h t h e n o t i c e g i v e n t o Amoco? Do 

you f e e l t h a t y o u ' r e a d e q u a t e l y p r o t e c t e d , 

r e c o g n i z i n g t h a t i f t h e n o t i c e i s i n a d e q u a t e , 

t h e y can come back and c h a l l e n g e any o r d e r i s s u e d 

h e r e ? 

A. Yes, s i r , we're v e r y s a t i s f i e d . 

EXAMINER STOGNER: Are t h e r e any o t h e r 

q u e s t i o n s o f Mr. A l e x a n d e r ? 

MR. KELLAHIN: Not f o r me. 
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EXAMINER STOGNER: Do y o u w i s h t o go 

ahead and o f f e r E x h i b i t 6? 

MR. KELLAHIN: Yes, l e t ' s p l e a s e do 

t h a t , as w e l l as E x h i b i t 1 and t h e d i s p l a y s 

f o l l o w i n g E x h i b i t 2. 

EXAMINER STOGNER: D i d we go ov e r 

E x h i b i t 1? 

MR. KELLAHIN: I ' l l have him do i t f o r 

t h e r e c o r d . 

FURTHER EXAMINATION 

BY MR. KELLAHIN: 

Q. I d e n t i f y w h a t's c o n t a i n e d b e h i n d Tab 

E x h i b i t No. 1, Mr. A l e x a n d e r . 

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

copy o f our a p p l i c a t i o n t o t h e Commission, as t h e 

f i r s t i t e m a p p e a r i n g b e h i n d E x h i b i t No. 1. We've 

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

and b e h i n d t h e a p p l i c a t i o n we have e x h i b i t s t h a t 

were a t t a c h e d t o t h e a p p l i c a t i o n b e i n g E x h i b i t A, 

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

c o n d i t i o n o f t h e Gordon #5 w e l l , E x h i b i t B i s a 

w e l l s c h e m a t i c s h o w i n g t h e e f f e c t o f c o m m i n g l i n g , 

and E x h i b i t C i s a g e n e r i c f o r m u l a t o be used i n 

a l l o c a t i n g t h e p r o d u c t i o n between t h e two 

f o r m a t i o n s f o r t h e Gordon #5 w e l l . E x h i b i t D i s 
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t h e o f f s e t o p e r a t o r p l a t f o r t h e s o u t h w e s t 

q u a r t e r P i c t u r e d C l i f f s f o r m a t i o n , E x h i b i t E i s 

t h e o f f s e t o p e r a t o r p l a t f o r t h e west h a l f o f t h e 

F r u i t l a n d Coal f o r m a t i o n , and E x h i b i t F a r e t h e 

owners w i t h i n t h e west h a l f o f t h e s e c t i o n f o r 

t h e Gordon #5 w e l l . 

EXAMINATION 

BY MR. STOVALL: 

Q. E x h i b i t s D, E and F a r e t h e same as 

E x h i b i t 2 e s s e n t i a l l y , i s t h a t c o r r e c t ? 

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

Q. As f a r as y o u r t e s t i m o n y i s c o n c e r n e d 

and t h e p u r p o s e o f t h e e x h i b i t s , t h e i t e m s 

i d e n t i f i e d as E x h i b i t A, B and C a r e m e r e l y 

o f f e r e d h e r e by you as b e i n g e v i d e n c e o f t h e 

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

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

t o t h e w e l l o r t h e a l l o c a t i o n , 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. I assume w e ' l l see t h e s e a g a i n i n some 

s o r t o f t e s t i m o n y , t o make them u s e f u l ? 

A. Yes, s i r . 

MR. KELLAHIN: Yes, s i r . We wanted you 

t o know t h a t a l l t h e s e i n t e r e s t owners had been 

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

EXAMINER STOGNER: Thank y o u . At t h i s 

t i m e I ' l l a d m i t E x h i b i t s 2 and 6 and come back t o 

E x h i b i t 1 a f t e r y o u r n e x t w i t n e s s d e s c r i b e s i t i n 

more d e t a i 1 . 

JAMES E. ( J I M ) CRADDOCK 

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. KELLAHIN: 

Q. Mr. Craddock, f o r t h e r e c o r d , w o u l d you 

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

A. My names i s James Craddock, and I'm t h e 

r e g i o n a l r e s e r v o i r e n g i n e e r f o r M e r i d i a n ' s 

F a r m i n g t o n ' s r e g i o n . 

Q. On p r i o r o c c a s i o n s , Mr. Craddock, have 

you t e s t i f i e d as a p e t r o l e u m e n g i n e e r b e f o r e t h e 

D i v i s i o n ? 

A. No, I have n o t . 

Q. Summarize f o r us y o u r e d u c a t i o n . 

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

i n m e c h a n i c a l e n g i n e e r i n g f r o m Texas A & M 

U n i v e r s i t y i n 1981. 

Q. Subsequent t o g r a d u a t i o n , summarize f o r 

us y o u r employment e x p e r i e n c e . 
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A. F o l l o w i n g t h a t I w o r k e d f o r S u p e r i o r 

O i l Company f o r f o u r y e a r s i n t h e G u l f Coast 

a r e a , and t h e n t h e f o l l o w i n g s i x y e a r s f o r 

M e r i d i a n O i l i n t h e Permian b a s i n and San Juan 

b a s i n a r e a s . 

Q. You c u r r e n t l y r e s i d e i n F a r m i n g t o n , New 

Mexico? 

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

Q. D e s c r i b e f o r us s p e c i f i c a l l y what i t i s 

t h a t you do c u r r e n t l y f o r y o u r company. 

A. I c u r r e n t l y s u p e r v i s e t h e r e s e r v o i r 

e n g i n e e r i n g g r o u p . 

Q. How many e n g i n e e r s a r e w o r k i n g f o r you? 

A. E i g h t a t t h i s t i m e . 

Q. As one o f y o u r p r o j e c t s , have you 

s t u d i e d t h e p r o b l e m s t h a t have o c c u r r e d w i t h t h e 

Gordon #5 w e l l , made a s t u d y o f t h a t w i t h t h e 

a s s i s t a n c e o f y o u r e n g i n e e r s , t o come up w i t h a 

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

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

now commingled between t h e P i c t u r e d C l i f f s and 

t h e F r u i t l a n d Coal? 

A. Yes, I have, s i r . 

MR. KELLAHIN: We t e n d e r Mr. Craddock 

as an e x p e r t p e t r o l e u m e n g i n e e r . 
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EXAMINER STOGNER: Mr. Craddock i s so 

q u a l i f i e d . 

Q. L e t ' s t u r n t o E x h i b i t No. 3 and, f o r 

i l l u s t r a t i v e p u r p o s e s , l e t ' s use t h e f i r s t 

d i s p l a y h e r e . And i n my book i t shows a w e l l 

s c h e m a t i c f o r t h e w e l l and i t says " p r e s e n t . " I s 

t h a t t h e one you have? 

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

Q. D e s c r i b e f o r t h e Examiner what was t h e 

h i s t o r y o f t h e w e l l , t a k i n g us up t o t h e t i m e 

t h a t M e r i d i a n a t t e m p t e d t o r e c o m p l e t e t h i s as a 

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

we 1 l b o r e . 

A. A l l r i g h t . W e l l f i r s t o f f , t h e 

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

c o m p l e t i o n d a t e , was March o f 1955. The w e l l was 

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

f o r m a t i o n , open h o l e and was n i t r o g l y c e r i n e s h o t 

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

I t p r o d u c e d a c c o r d i n g l y u n t i l M e r i d i a n 

s o u g h t t o r e c o m p l e t e t h e w e l l as a d u a l p r o d u c e r 

i n b o t h t h e P i c t u r e d C l i f f s and F r u i t l a n d C o a l . 

As you see t h e e x i s t i n g s c h e m a t i c l a b e l e d 

" p r e s e n t , " t h a t shows t h e c u r r e n t c o n d i t i o n o f 

t h e w e l l . T hat r e c o m p l e t i o n a t t e m p t t o d u a l t h e 
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two zones o c c u r r e d i n Oc t o b e r o f 1990. 

Q. P r i o r t o O c t o b e r o f 1990, t h e w e l l was 

b e i n g p r o d u c e d o n l y o u t o f t h e P i c t u r e d C l i f f s 

f o r m a t i o n as an open h o l e c o m p l e t i o n i n t h a t 

i n t e r v a l ? 

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

Q. N o t h i n g was added o r s u b t r a c t e d f r o m 

t h e way i n w h i c h t h a t w e l l was b e i n g o p e r a t e d ? 

A. Yes, s i r . 

Q. I n O c t o b e r o f 1990, what, t h e n , d i d you 

a t t e m p t t o do? 

A. The P i c t u r e d C l i f f s zone was i s o l a t e d 

w h i l e t h e u p h o l e F r u i t l a n d Coal zone was 

p e r f o r a t e d and s t i m u l a t e d . The s t i m u l a t i o n was 

s i m p l y a p e r f o r a t i o n breakdown and a c i d j o b . 

And t h e n , f o l l o w i n g t h a t and a f l o a t 

t e s t , a p r o d u c t i o n p a c k e r , a Baker model-81 

p a c k e r , was r u n i n t h e h o l e and two s t r i n g s o f 

t u b i n g were r u n i n as you see on t h i s s c h e m a t i c , 

t o d u a l c o m p l e t e t h e w e l l . 

Q. W i t h what r e s u l t ? 

A. Upon a p a c k e r l e a k a g e t e s t , we 

d e t e r m i n e d t h a t t h e two zones were i n 

c o m m u n i c a t i o n . F u r t h e r , d u r i n g t h a t w o r k o v e r , we 

s e p a r a t e l y t e s t e d t h e t u b i n g s t r i n g and we r a n a 
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new Baker p a c k e r . The o r i g i n a l one was a l s o 

new. Based on t h a t , p l u s t h e f a c t t h a t t h e two 

zones appear t o be r e l a t i v e l y s l o w t o e q u a l i z e , 

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

t h e c a s i n g . 

Q. L e t ' s go t h r o u g h t h e sequence a g a i n . 

S t a r t o p e r a t i o n s on t h e w e l l , s e t t h e p a c k e r , 

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

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

s l i g h t l y above t h e P i c t u r e d C l i f f s . What t e s t 

d a t a d i d M e r i d i a n r e c e i v e t o t e l l you t h a t you 

were n o t m a i n t a i n i n g i s o l a t i o n o f p r o d u c t i o n 

w i t h i n t h e w e l l b o r e ? 

A. E s s e n t i a l l y , d u r i n g t h e p a c k e r l e a k a g e 

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

t h e two t u b i n g s t r i n g s . As you see, e s s e n t i a l l y 

t h e F r u i t l a n d Coal was open t o t h e c a s i n g s t r i n g 

w h i l e t h e P i c t u r e d C l i f f s was o n l y open t o t h e 

l o w e r t u b i n g s t r i n g . 

By m e a s u r i n g t h o s e p r e s s u r e s , we f o u n d 

t h a t t h o s e two zones w o u l d e q u a l i z e o v e r t i m e . 

Q. To s a t i s f y y o u r s e l f t h a t i t wasn't a 

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

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

A. W i t h a new p a c k e r , y e s , s i r . 
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Q. W i t h t h e same r e s u l t ? 

A. Yes, s i r . 

Q. That you c o u l d n o t a t t a i n s e p a r a t i o n 

w i t h i n t h i s w e l l b o r e between t h e two f o r m a t i o n s ? 

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

Q. And t h e c o n c l u s i o n i s what? 

A. Our c o n c l u s i o n i s t h a t we b e l i e v e t h e 

two zones a r e i n c o m m u n i c a t i o n , and t h e most 

l i k e l y s i t u a t i o n i s t h a t t h e y a r e communicated 

b e h i n d t h e c a s i n g s t r i n g . 

Q. That c o m m u n i c a t i o n can be a t t r i b u t e d t o 

what s p e c i f i c a l l y , Mr. Craddock, i n y o u r o p i n i o n 

as an e n g i n e e r ? 

A. I t ' s d i f f i c u l t t o t e l l , b u t t h e most 

l i k e l y s c e n a r i o i s p r o b a b l y due t o poor p r i m a r y 

cement j o b . 

As you can see, t h e open h o l e P i c t u r e d 

C l i f f s zone b e g i n s a t a measured d e p t h o f 1,914 

f e e t . The b o t t o m p e r f o r a t i o n f o r t h e F r u i t l a n d 

Coal zone b e g i n s a t 1,904, so t h a t ' s 10 f e e t o f 

s e p a r a t i o n . 

As I m e n t i o n e d e a r l i e r , s t i m u l a t i o n on 

t h e F r u i t l a n d Coal was c o n d u c t e d w i t h a breakdown 

u s i n g a p e r f o r a t i o n i s o l a t i o n t o o l . S t i m u l a t i o n 

o f t h e P i c t u r e d C l i f f s was due t o n i t r o 
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s t i m u l a t i o n , and so i t ' s o ur b e l i e f t h a t t h e r e ' s 

a v e r y h i g h l i k e l i h o o d t h a t t h a t p r i m a r y cement 

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

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

r a t e s t h a t were b e i n g a c h i e v e d on t h e P i c t u r e d 

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

add t h e c o a l gas t o t h e w e l l . 

A. A p p r o x i m a t e l y 40 Mcf per day f o r t h e 

PC . 

Q. Have you made an i n v e s t i g a t i o n t o 

d e t e r m i n e w h e t h e r i t i s economic t o a t t e m p t t o 

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

zones, r e p e r f o r a t e , r e c o m p l e t e i n some f a s h i o n , 

t h a t you can t h e n e s t a b l i s h s e p a r a t i o n i n t h e 

p r o d u c t i o n ? 

A. Our f e e l i n g i s t h a t t h e p r o b a b i l i t y o f 

t h a t b e i n g s u c c e s s f u l i s p r e t t y low, and t h a t t h e 

main r e a s o n i s t h e r e ' s r e l a t i v e l y low b o t t o m h o l e 

p r e s s u r e i n b o t h zones and, as such , t h e r e ' s a 

good l i k e l i h o o d t h a t t r y i n g t o do a r e m e d i a l 

cement j o b , squeeze j o b , i f you w i l l , c o u l d 

damage t h e f o r m a t i o n s i r r e p a r a b l y , and we w o u l d 

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

Q. What, i n y o u r judgment as an e n g i n e e r , 

i s t h e b e s t way t o p r o d u c e t h e r e m a i n i n g gas t h a t 
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can be r e c o v e r e d n o t o n l y o u t o f t h e P i c t u r e d 

C l i f f s b u t o u t o f t h e F r u i t l a n d Coal? 

A. We w o u l d recommend c o m m i n g l i n g b o t h 

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

between them, and c o m m i n g l i n g t h e two zones and 

p r o d u c i n g them t o g e t h e r . 

Q. As an e n g i n e e r , have you examined t o 

d e t e r m i n e w h e t h e r o r n o t y o u ' r e g o i n g t o have any 

d i f f i c u l t i e s w i t h downhole c o m m i n g l i n g ? For 

example, do you have any s u b s t a n t i a l p r e s s u r e 

d i f f e r e n c e s between t h e zones t h a t ' s g o i n g t o 

cause you any m i g r a t i o n p r o b l e m s ? 

A. No, we d o n ' t b e l i e v e t h e r e w i l l be a 

p r o b l e m . 

Q. Have you l o o k e d a t t h e t y p e s o f f l u i d s 

t h a t a r e b e i n g p r o d u c e d f r o m t h e commingled 

s t r e a m s t o s a t i s f y y o u r s e l f t h a t you d o n ' t have a 

w a t e r p r o b l e m , o f h a v i n g w a t e r m i g r a t e f r o m one 

zone i n t o a d r y gas zone? 

A. Yes, s i r , we have i n v e s t i g a t e d t h a t , 

and e s s e n t i a l l y b o t h zones a r e d r y , v e r y l i t t l e 

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

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

t h e a r e a . 

Q. From an o p e r a t i o n a l , as w e l l as a 
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r e c o v e r y p o i n t o f v i e w , do you see any a d v e r s e 

consequences t o t h e owners i n e i t h e r p r o d u c t i o n , 

f r o m h a v i n g t h e p r o d u c t i o n commingled and 

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

A. No, s i r , I do n o t . 

Q. I n t h e absence o f a p p r o v i n g t h e 

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

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

o t h e r w i s e be r e c o v e r e d ? 

A. Yes, s i r , we b e l i e v e t h e r e w o u l d be. 

Q. H a v i n g s a t i s f i e d y o u r s e l f a b o u t t h e 

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

a t t r i b u t a b l e t o each zone, d i d you d e t e r m i n e how 

t o f a i r l y a l l o c a t e t h o s e r e s e r v e s t o t h e v a r i o u s 

owners t h a t a r e e n t i t l e d t o r e c e i v e t h a t 

p r o d u c t i o n ? 

A. Yes, s i r , we b e l i e v e we have a method 

d e t e r m i n e d . 

Q. What i s y o u r method? 

A. S h o u l d I go ahead and r e f e r e n c e t h a t i n 

t h e e x h i b i t ? 

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

you t r y i n g t o a c h i e v e ? 

A. E s s e n t i a l l y , we f e e l t h e f a i r e s t method 

and t h e one most l i k e l y t o a t t r i b u t e t h e p r o p e r 
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r e s e r v e s t o each f o r m a t i o n , w o u l d be one i n w h i c h 

we a t t r i b u t e t h e r e s e r v e s t h a t we e s t i m a t e f o r 

th e PC, based on m a t e r i a l b a l a n c e , o v e r t h e 

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

t h e w e l l , and t h e n a t t r i b u t e t h e r e m a i n d e r o f 

p r o d u c t i o n a t each month t o t h e F r u i t l a n d C o a l . 

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

t h e F r u i t l a n d Coal w o u l d be r a t h e r d i f f i c u l t . 

Q. We have no way t o s e p a r a t e l y t e s t t h e 

F r u i t l a n d Coal a t t h i s p o i n t i n t h i s w e l l b o r e , do 

we ? 

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

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

P i c t u r e d C l i f f s i s t h e o n l y r e l i a b l e d a t a we have 

a c h i e v e d i n t h i s w e l l b o r e upon w h i c h you can base 

any c a l c u l a t i o n ? 

A. Yes, s i r . 

Q. A l l r i g h t . T a k i n g t h e p a s t d a t a i n t h e 

P i c t u r e d C l i f f s , you've u t i l i z e d m a t e r i a l b a l a n c e 

t o f o r e c a s t f u t u r e r e s e r v e s t h a t w i l l be 

r e c o v e r e d t h a t can be a t t r i b u t a b l e t o t h e 

P i c t u r e d C l i f f s ? 

A. Yes, s i r , we have. 

Q. D e s c r i b e f o r us t h e m e t h o d o l o g y t h a t 

y o u ' l l t a k e t h a t P i c t u r e d C l i f f s r e s e r v e 
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c a l c u l a t i o n and a l l o c a t e t h e s h a r e t o t h e 

P i c t u r e d C l i f f s v e r s u s t h e c o a l gas. 

A. Okay. F i r s t , u t i l i z i n g m a t e r i a l 

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

e i g h t - e i g h t h s r e m a i n i n g r e s e r v e s f r o m t h e PC, and 

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

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

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

p e r c e n t d e c l i n e . 

And so, f o r each month o f p r o d u c t i o n , 

we w o u l d use t h a t f o r m u l a t o d e t e r m i n e t h e amount 

o f p r o d u c t i o n f r o m t h e PC, and t h e n s u b t r a c t t h a t 

amount t h a t we a t t r i b u t e t o t h e PC f r o m t h e t o t a l 

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

F r u i t l a n d C oal p r o d u c t i o n . 

Q. Have you s h a r e d t h i s p r o p o s e d 

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

d i s t r i c t o f f i c e i n A z t e c , and d i s c u s s e d i t w i t h 

t h e p e r s o n n e l i n A z t e c ? 

A. Yes, I have. 

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

r e l i a b l e method f o r a l l o c a t i o n o t h e r t h a n t h e one 

y o u ' r e p r o p o s i n g ? 

A. No, s i r . We f e e l t h i s i s p r o b a b l y t h e 

most r e l i a b l e method. 
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Q. Do you have any o b j e c t i o n f r o m t h e 

d i s t r i c t o f f i c e o f t h e OCD w i t h r e g a r d s t o t h e 

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

Gordon #5 w e l l ? 

A. No, s i r , n o t t h a t I'm aware o f . 

Q. L e t ' s t a l k s p e c i f i c a l l y a b o u t how t h e 

f o r m u l a w o r k s . I f y o u ' l l t u r n - - l e t ' s go t h r o u g h 

t h e b a c k g r o u n d d e t a i l s a g a i n . I f y o u ' l l t u r n t o 

t h e e x h i b i t s b e h i n d E x h i b i t 4, l e t ' s s t a r t 

t h e r e . The f i r s t p l a t shows w h a t , Mr. Craddock? 

A. The f i r s t p l a t shows an a r e a map w i t h 

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

t r i a n g l e symbol i n t h i s case r e p r e s e n t s t h e 

Gordon #5 w e l l . C i r c l e s r e p r e s e n t w e l l s t h a t 

have been c o m p l e t e d i n t h e F r u i t l a n d Coal i n t h i s 

case and a r e c u r r e n t l y t i e d i n and p r o d u c i n g . 

Hexagon shaped w e l l s r e p r e s e n t w e l l s t h a t have 

been c o m p l e t e d i n t h e F r u i t l a n d Coal b u t a r e 

c u r r e n t l y a w a i t i n g t i e - i n . Then t h e r e a r e 

a d d i t i o n a l l y some s q u a r e s t h a t show PC w e l l s i n 

t h e a r e a . 

Q. The n e x t d i s p l a y i s what? 

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

o f r a t e v e r s u s t i m e f o r t h e Gordon #5 w e l l . 

Q. When we l o o k t o t h e l e f t o f t h e d i s p l a y 
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a t y e a r s p r i o r t o 9 1 , what a r e we l o o k i n g a t ? 

A. Those a r e m o n t h l y p r o d u c t i o n f i g u r e s , 

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

month. 

Q. Okay. And a t m i d - p o i n t 9 1 , when we 

l o o k t o t h e r i g h t , what have you p r o j e c t e d w i t h 

t h e d e c l i n i n g l i n e ? 

A. That w o u l d be t h e p r o j e c t e d p r o d u c t i o n 

r a t e d e c l i n e c u r v e f o r t h e w e l l , based on 

m a t e r i a l b a l a n c e r e s e r v e e s t i m a t e . 

Q. The n e x t d i s p l a y f o l l o w i n g t h e 

p r o d u c t i o n d e c l i n e c u r v e i s what? 

A. The n e x t d i s p l a y i s a p r e s s u r e v e r s u s 

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

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

f o r t h i s w e l l , t h e Gordon #5. 

Q. What's t h e p u r p o s e o f t h e P/Z p l o t ? 

A. T h i s i s a way f o r us t o d e t e r m i n e , f o r 

t h e gas r e s e r v o i r i n t h e PC, what we b e l i e v e t h e 

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

t h e upper r i g h t - h a n d s i d e you can see t h a t t h e 

EUR, or e s t i m a t e d u l t i m a t e r e c o v e r y f o r t h i s 

w e l l , i s e s t i m a t e d a t 592,428 Mcf. 

Q. You're u t i l i z i n g what abandonment 

p r e s s u r e i n t h e P/Z p l o t ? 
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A. 50 p s i , w h i c h w o u l d be s t a n d a r d f o r a 

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

s y s t e m f o r a PC w e l l . 

Q. When we l o o k a t t h e d e c l i n e c u r v e on 

t h e P/Z p l o t , you g e t a r e f e r e n c e p o i n t a f t e r t h e 

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

down, and you have p l o t t e d some p r e s s u r e d a t a 

p o i n t s t h a t a r e s l i g h t l y below t h e l i n e . What's 

r e p r e s e n t e d t h e r e ? 

A. L e t ' s f i r s t back up. The i n i t i a l 

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

was t a k e n i n March o f 1965 and was 560 p s i . The 

su b s e q u e n t p o i n t s were t a k e n d u r i n g t h e l i f e o f 

t h e w e l l , and t h e most r e c e n t p o i n t , t h e one t h a t 

t h e l i n e goes t h r o u g h , i s t h e one i n 1985, June 

o f 85 . 

The p r e v i o u s two p o i n t s t h a t a r e below 

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

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

t h e l i f e o f t h e w e l l , and i n g e n e r a l were 

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

c o n s t r a i n e d p r o d u c t i o n - w i s e t h a n i t i s now. 

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

i n a P i c t u r e d C l i f f s w e l l when y o u ' r e t r y i n g t o 

p l o t p r e s s u r e , t o see a p r e s s u r e t h a t 
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s u b s e q u e n t l y i s s l i g h t l y h i g h e r t h a n P i c t u r e d 

C l i f f s r e s e r v o i r w e l l s ? 

A. Yes, t h i s seems p r e t t y r e p r e s e n t a t i v e 

and v e r y s i m i l a r t o s i m i l a r w e l l s i n t h e a r e a . 

O f t e n t i m e s , t h e p r o d u c t i o n p o i n t s i n between t h e 

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

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

th e r e s e r v o i r b e i n g a v e r y low p e r m e a b i l i t y , 

t i g h t f o r m a t i o n . 

Q. I s t h i s a c o n v e n t i o n a l m e t h o d o l o g y 

a p p l i e d by you and y o u r company t o o t h e r P i c t u r e d 

C l i f f s w e l l s t o d e t e r m i n e e s t i m a t e d u l t i m a t e 

r e c o v e r y f r o m o t h e r P i c t u r e d C l i f f s ? 

A. Yes, i t i s . 

Q. A l l r i g h t . H a v i n g c a l c u l a t e d e s t i m a t e d 

r e s e r v e s f o r t h e P i c t u r e d C l i f f s , show us how you 

have d e r i v e d an e q u a t i o n f o r w h i c h you can 

a l l o c a t e p r o d u c t i o n , t h e n , between P i c t u r e d 

C l i f f s and t h e c o a l gas? 

A. The f o l l o w i n g page, t h e page f o l l o w i n g 

t h e P/Z p l o t , d e t a i l s t h a t . The f i r s t p a r a g r a p h 

t h e r e , u n d e r " e q u a t i o n d e r i v a t i o n , " s i m p l y shows, 

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

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

based on an i n i t i a l one. And t h e n , f o l l o w i n g 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

1 6 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

29 

t h a t , we make i t s p e c i f i c f o r t h e Gordon #5 by 

a p p l y i n g t h e 9.18 p e r c e n t d e c l i n e — I'm s o r r y , t h e 

8.19 p e r c e n t dec 1 i n e - - s u c h t h a t i t ' s s p e c i f i c f o r 

t h i s we 1 1 . 

F o l l o w i n g t h a t i s a p a r a g r a p h t h a t 

d e m o n s t r a t e s how months o f c u r t a i l m e n t c o u l d be 

t a k e n i n t o a c c o u n t . E s s e n t i a l l y , what we're 

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

month, o r even a few d a y s , we w o u l d have, v i a 

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

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

w e l l o r a t t r i b u t e t h e c o r r e c t amount o f 

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

p e r i o d s . 

Q. How o f t e n w i l l y ou c a l c u l a t e t h e 

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

p r o d u c t i o n f r o m t h e w e l l ? 

A. I t w o u l d be on a m o n t h l y b a s i s . 

Q. When we t u r n t o t h e l a s t page b e h i n d 

E x h i b i t No. 4, what have you shown here? 

A. T h i s i s an example t h a t w a l k s t h r o u g h 

how t h i s e v a l u a t i o n w i l l be done on a g i v e n 

month. The example s t a r t s w i t h J a n u a r y 1, 1991 

as an example. I t a l s o d e m o n s t r a t e s how, w i t h a 

months o f c u r t a i l m e n t , how t h e f o r m u l a w o u l d work 
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as we11. 

Q. I d e n t i f y f o r us t h e d a t a shown b e h i n d 

E x h i b i t 5. 

A. A l l r i g h t . I b e l i e v e t h e f i r s t page i s 

a T e f t e l l e r , I n c . p r e s s u r e measurement t h a t 

o c c u r r e d on t h e Rowley #501 w e l l l o c a t e d 

a p p r o x i m a t e l y two m i l e s e a s t o f t h e Gordon #5. 

I t i s a F r u i t l a n d Coal p r o d u c i n g w e l l . T h i s i s 

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

p r e s s u r e measured i n t h a t w e l l i s a p p r o x i m a t e l y 

2 89 p s i . 

Q. How does t h a t h e l p you do a n y t h i n g w i t h 

t h e Gordon #5 w e l l ? 

A. We're s i m p l y s h o w i n g t h a t t h e p r e s s u r e 

i s r e l a t i v e l y s i m i l a r t o what t h e PC c u r r e n t l y i s 

measured i n t h e Gordon #5. 

Q. You, as an e n g i n e e r , can c o n c l u d e t h a t 

you won't have t h e l i k e l i h o o d o f one's own 

t h i e v i n g f r o m t h e o t h e r because o f a s u b s t a n t i a l 

p r e s s u r e d i f f e r e n t i a l ? 

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

n o t s i g n i f i c a n t and a l s o t h e PC i s a r a t h e r low 

p e r m e a b i l i t y zone. 

Q. The l a s t d a t a b e h i n d Tab E x h i b i t 5 i s 

what ? 
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A. T h i s shows two t e s t s t h a t were r u n on 

t h e Gordon #5. The f i r s t shows on November 13, 

1990, t h e w e l l f l o w i n g on t h e PC s i d e , and t h i s 

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

p a c k e r i n t h e h o l e b u t w i t h , we b e l i e v e , some 

c o m m u n i c a t i o n b e h i n d p i p e . 

As you can see, t h e w e l l b e g i n s a t a 

s h u t - i n c o n d i t i o n where t h e F r u i t l a n d Coal and 

t h e PC a r e e s s e n t i a l l y e q u a l i z e d a t t h e same 

s h u t - i n p r e s s u r e o f 215 p s i . And t h e n as we 

f l o w , o n l y t h e PC s i d e , w i t h t h e F r u i t l a n d s h u t 

i n , y ou can see t h a t t h e F r u i t l a n d t u b i n g and 

c a s i n g p r e s s u r e s b o t h d e c l i n e and e q u a l i z e a t 

s o m e t h i n g v e r y near what t h e PC t u b i n g p r e s s u r e 

i s f l o w i n g a t , o v e r a p e r i o d o f a p p r o x i m a t e l y 

t h r e e h o u r s . 

The second s e t o f d a t a i s on November 

2 0 t h , and i t ' s t h e r e v e r s e t e s t , e s s e n t i a l l y , 

where t h e PC and F r u i t l a n d b e g i n a t a s h u t - i n 

c o n d i t i o n . The F r u i t l a n d i s opened up w h i l e t h e 

PC i s l e f t s h u t i n , and a g a i n you can see t h a t 

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

e q u a l i z e . 

Q. You c h a r a c t e r i z e d t h e s e e a r l i e r as 

b e i n g p a r t o f t h e p a c k e r l e a k a g e t e s t p r o c e d u r e s 
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A . C o r r e c t . 

Q. The c o n c l u s i o n i s what? 

A. A g a i n , t h a t t h e two zones w i l l e q u a l i z e 

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

c o n f i g u r a t i o n . 

Q. I n y o u r o p i n i o n , Mr. Craddock, w i l l t h e 

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

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

commingled p r o d u c t i o n and t o c o n t i n u e t h a t 

p r o d u c t i o n , be i n t h e b e s t i n t e r e s t o f t h e 

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

t h e a r e a s u b j e c t t o r e c e i v e p r o d u c t i o n f r o m t h e 

w e l l ? 

A. Yes, s i r , we b e l i e v e t h e y w i l l p r o t e c t 

c o r r e l a t i v e r i g h t s , and i n a d d i t i o n t h e y ' l l 

p r e v e n t w a ste because i t ' s v e r y l i k e l y t h a t a 

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

c o u l d l o s e t h e r e s e r v e . 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n o f Mr. Craddock. W e ' l l move t h e 

i n t r o d u c t i o n o f E x h i b i t s 3, 4 and 5. I n 

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

e x h i b i t s a t t a c h e d t o E x h i b i t 1. 

EXAMINER STOGNER: E x h i b i t s 1, 3, 4 and 

5 w i l l be a d m i t t e d i n t o e v i d e n c e a t t h i s p o i n t . 
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EXAMINATION 

BY MR. STOGNER: 

Q. Mr. Craddock, so t h a t I u n d e r s t a n d , i n 

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

p o r t i o n o f i t , t h e Q-l f i g u r e , t h a t i s t h e 

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

40 Mcf? 

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

Q. Okay. You make a r e f e r e n c e t o 

s o m e t h i n g down a t t h e b o t t o m o f t h i s page. I s 

t h a t how t h i s f o r m u l a was d e r i v e d was t h r o u g h 

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

A. Yes, s i r . T h i s i s a r e f e r e n c e o f t h e 

O i l and Gas E v a l u a t i o n Book. A l s o C r a f t and 

Hawkins and s e v e r a l o t h e r r e f e r e n c e m a t e r i a l s 

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

r e f e r e n c e one i n s t a n c e h e r e . 

Q. As f a r as t h e a c t u a l mechanism, who 

w o u l d do t h e c a l c u l a t i o n ? 

A. We w o u l d do t h a t i n t e r n a l t o M e r i d i a n 

and t h e n s u b m i t t h a t - - a n d I'm s o r r y , I'm n o t 

g o i n g t o be a b l e t o s t a t e t h e r i g h t NMOCD 

document t h a t we s u b m i t each month t o show 

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

be s u b m i t t e d as p a r t o f t h a t e f f o r t each month. 
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Q. W e ' l l c a l l i t t h e m o n t h l y p r o d u c t i o n 

f o r m . 

A . There we go. 

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

or BLM c o n c e r n i n g t h i s p r o p o s a l ? 

A . No, s i r . 

Q. O t h e r t h a n n o t i f i c a t i o n ? 

A. Ot h e r t h a n n o t i f i c a t i o n , no, s i r . 

Q. Would M e r i d i a n have an o b j e c t i o n , say, 

on an a n n u a l b a s i s , p r o v i d i n g a check, i f you 

w i l l , s h o w i n g t h e f o r m u l a s , s i n c e I'm s u r e t h a t 

w o u l d be done o u t o f y o u r o f f i c e , I w o u l d assume 

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

k e p t and a t t h e end o f t h e month p e r h a p s a copy 

be p r o v i d e d f o r t h e r e c o r d b a c k i n g up t h e 

a c c u r a c y o f t h e s e f i g u r e s , so t h a t t h e y can be 

d o u b l e - c h e c k e d o v e r t h e y e a r on a m o n t h l y b a s i s ? 

A. No, s i r , we have no p r o b l e m s w i t h t h a t . 

EXAMINER STOGNER: Mr. E r n i e Busch, o u t 

of t h e A z t e c D i s t r i c t o f f i c e , do you have any 

q u e s t i o n s o f t h i s w i t n e s s ? 

MR. BUSCH: Yes, I do, Mr. Examiner. 

EXAMINATION 

BY MR. BUSCH: 

Q. Mr. Craddock, w o u l d you r e f e r t o t h e 
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f i r s t page b e h i n d E x h i b i t 4. 

A. Yes, s i r . 

Q. Those a r e t h e w e l l s t h a t a r e 

d i s t r i b u t e d t h r o u g h o u t t h e a r e a t h e r e . You n o t e d 

t h a t t h e c o m p l e t e d and t i e d - i n w e l l s were 

F r u i t l a n d Coal p r o d u c e r s ? 

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

Q. Any o f t h e s e r e c o m p l e t i o n s ? 

A. Yes, s i r , I w o u l d say a f a i r l y 

s u b s t a n t i a l number w o u l d be r e c o m p l e t i o n s . 

Q. Of t h o s e t h a t were r e c o m p l e t e d , d i d you 

have any s u s p i c i o n o r c o n c e r n t h a t t h e r e m i g h t be 

some F r u i t l a n d Coal p r o d u c t i o n a l r e a d y b e i n g 

p r o d u c e d t h r o u g h t h e PC by t h e c h a r a c t e r o f t h e 

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

A. Yes, s i r . I t h i n k you p h r a s e d i t 

r i g h t . There i s s u s p i c i o n , and i t ' s v e r y 

d i f f i c u l t t o go much beyond t h a t . 

As I m e n t i o n e d e a r l i e r , t h e v e r t i c a l 

s e p a r a t i o n between PC and F r u i t l a n d Coal i n t h i s 

a r e a i s v e r y s m a l l . I n some cases t h e r e may o n l y 

be one o r two f e e t o f s h a l e as a b a r r i e r between 

what's c a l l e d t h e b a s a l c o a l seam, w h i c h w o u l d be 

t h e l o w e r m o s t seam o f c o a l i n t h e F r u i t l a n d Coal 

and t h e upper p a r t o f t h e P i c t u r e d C l i f f s . 
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A l s o , as I m e n t i o n e d , some o f t h e w e l l s 

a r e w e l l s t h a t were d r i l l e d i n t h e 1950s, and 

many o f them were s t i m u l a t e d i n t h e same manner 

as t h e Gordon #5, w i t h a n i t r o s h o t . There i s 

some c i r c u m s t a n t i a l e v i d e n c e and c e r t a i n l y some 

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

w e l l s i n t h e PC t h a t l e a d us t o b e l i e v e i t ' s 

p o s s i b l e t h a t some c o u l d be i n c o m m u n i c a t i o n 

g e o l o g i c a l l y w i t h t h e F r u i t l a n d C o a l . 

Q. So i t ' s f a i r t o say t h a t t h e r e may be a 

number o f w e l l s , i f n o t now b u t w i t h i n t h e a r e a 

i n t h e f u t u r e , t h a t may have t h e same t y p e o f 

p r o b l e m t h a t t h e Gordon #5 does? 

A. I t ' s p o s s i b l e . A g a i n , we do b e l i e v e 

t h e r e ' s some m e c h a n i c a l s i t u a t i o n i n v o l v e d w i t h 

t h e Gordon #5 i n t e r m s o f a p r i m a r y cement j o b 

s e p a r a t i n g t h e s e two zones t h a t ' s n o t e n t i r e l y 

c o m p e t e n t . I c o u l d n ' t comment on w h e t h e r t h a t 

w i l l be t h e case i n o t h e r w e l l s o r n o t , b u t i t i s 

p o s s i b l e . 

Q. Okay. L e t me ask y o u , t h e n , can we 

r e f e r t o t h e f o r m u l a t h a t ' s t h e f o u r t h page 

b e h i n d E x h i b i t No. 4? How w o u l d t h i s f o r m u l a 

a p p l y , o r how c o u l d i t be used, w o u l d i t have t o 

be changed, o r i n y o u r o p i n i o n what w o u l d be t h e 
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b e s t a p p l i c a t i o n o f t h i s f o r m u l a , t o w e l l s t h a t 

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

PC? 

A. That w o u l d be r a t h e r d i f f i c u l t . I 

guess f i r s t o f a l l , I w o u l d l i k e t o s t a t e t h a t 

our i n t e n t i o n i n t h i s h e a r i n g i s t o p r e s e n t t h i s 

f o r m u l a as an a l l o c a t i o n method f o r t h e Gordon #5 

i n and o f i t s e l f . 

I t w o u l d be v e r y d i f f i c u l t t o t r y , i f I 

u n d e r s t a n d y o u r q u e s t i o n c o r r e c t l y , t o go back i n 

t i m e , p e r h a p s , and t r y t o d e t e r m i n e how t o 

a l l o c a t e s o m e t h i n g t h a t may have been F r u i t l a n d 

Coal p r o d u c t i o n . I have no r e a d y answer f o r you 

t h e r e , and I'm n o t s u r e t h a t t e c h n i c a l l y we have 

t h e d a t a t o t e l l us d e f i n i t i v e l y t h a t we have 

t h a t s i t u a t i o n o c c u r r i n g and, i f so, i n what 

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

D i d I u n d e r s t a n d y o u r q u e s t i o n 

c o r r e c t l y ? 

Q . You b e t . Yes, you answered my 

q u e s t i o n . 

Then i t w o u l d be f a i r t o say t h a t i f we 

do have a s i t u a t i o n t h a t e x i s t s w i t h t h e Gordon 

#5 i n a number o f t h e o t h e r w e l l s , t h a t we may 

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

A. Yes, s i r . I n t e r m s o f , a g a i n , 

r e f e r e n c i n g back t o y o u r p r e v i o u s q u e s t i o n , i f 

t h e q u e s t i o n were s e e k i n g an answer f o r us t o 

d e t e r m i n e o v e r t h e p e r i o d f r o m 1950-whatever t o 

t h e c u r r e n t d a t e , d i d we have F r u i t l a n d Coal 

p r o d u c t i o n ? i f so, how much? no, s i r , I d o n ' t 

t h i n k t h i s f o r m u l a w o u l d be t h i s way t o g e t 

t h e r e . 

Q. Would i t be i n t h e i n t e r e s t o f t h e OCD 

t o a p p l y t h e f o r m u l a as i t i s , even when we 

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

t h e r e , b e i n g a b l e t o commingle t h e p r o d u c t i o n 

s i n c e we d o n ' t have a n y t h i n g b e t t e r t o work w i t h 

a t t h i s p o i n t , o r do we j u s t c o n t i n u e t o l e a v e 

t h i n g s as t h e y a r e a n d — 

A. I n my o p i n i o n , Mr. Busch, I t h i n k t h e 

a p p r o p r i a t e a p p r o a c h , a t l e a s t f r o m M e r i d i a n ' s 

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

Gordon #5 where we have d e f i n i t i v e p r o o f o f 

c o m m i n g l i n g . Yes, I b e l i e v e t h a t ' s t h e c o r r e c t 

a p p r o a c h . 

To e x t e n d t h a t t o w e l l s where we have, 

p e r h a p s , c i r c u m s t a n t i a l e v i d e n c e , I d o n ' t b e l i e v e 

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

p r o v e t h a t up and d e t e r m i n e t h a t , i n f a c t , i t i s 

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

Gordon #5 i n t h a t p r o d u c t i o n r a t e s a r e i n t h i s 

r a n g e , and so t h a t c o u l d be e c o n o m i c a l l y v e r y 

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

MR. BUSCH: Thank you. 

FURTHER EXAMINATION 

BY MR. STOGNER: 

Q. Mr. Craddock, i n y o u r s t u d y , t o come up 

w i t h t h e a l l o c a t i o n f o r m u l a j u s t f o r t h e Gordon 

#5, d i d you l o o k a t any o t h e r methods, r a t h e r 

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

A. Yes, s i r . One o f t h e methods we 

c o n s i d e r e d , I t h i n k , w o u l d be one t h a t w o u l d be 

used i n many c o m m i n g l i n g a p p r o a c h e s i n 

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

t o e s t i m a t e t h e r e s e r v e s o f each f o r m a t i o n 

s e p a r a t e l y and come up w i t h a p e r c e n t a g e , and 

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

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

r a t e and t h e r e b y a l l o c a t e i t . 

Our p r o b l e m w i t h t h a t and our c o n c e r n 

was t h a t we f e l t t h a t o u r r e s e r v e e s t i m a t i o n 

a b i l i t i e s i n t h e F r u i t l a n d Coal a r e r a t h e r 
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l i m i t e d a t t h i s t i m e . To e l a b o r a t e on t h a t more, 

a t t h i s p o i n t i n t i m e , w i t h o u t a l o t o f 

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

f o r us t o e s t i m a t e d r a i n a g e r a d i u s or r e c o v e r y 

f a c t o r , and we need more t i m e b e f o r e we're a b l e , 

as an i n d u s t r y , t o do t h a t f o r t h i s a r e a . 

Q. Do you f e e l a t a l a t e r d a t e t h a t m i g h t 

be a method u t i l i z e d f o r t h e Gordon #5 as i t 

n e a r s d e p l e t i o n , p e r h a p s ? 

A. Yes, s i r , I t h i n k t h a t ' s p o s s i b l e . 

Q. Has t h e Gordon #5 had any h i s t o r y o f 

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

A . No, s i r . 

Q. None a t a l l ? 

A. I b e l i e v e i t ' s a d r y w e l l . 

Q. Are t h e r e any o t h e r P i c t u r e d C l i f f 

w e l l s w i t h i n t h e a r e a t h a t have a h i s t o r y o f 

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

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

q u e s t i o n . I f you w o u l d l i k e , we can r e s e a r c h 

t h a t and g e t back w i t h you. I d o n ' t know f o r 

s u r e 

Q. I f any c o n d e n s a t e p r o d u c t i o n i n t h e San 

Juan b a s i n was t o o c c u r , w o u l d i t more l i k e l y 

o c c u r o u t o f t h e P i c t u r e d C l i f f s f o r m a t i o n o r t h e 
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F r u i t l a n d Coal? 

A. The P i c t u r e d C l i f f s . And I guess 

f o l l o w i n g t h a t l i n e o f l o g i c , i f we have 

c o n d e n s a t e p r o d u c t i o n , we can a l l o c a t e i t a l l t o 

t h e PC, I t h i n k , v e r y s a f e l y . 

Q. There has been a r e c o r d k e e p i n g o f 

w a t e r p r o d u c t i o n p er f o r m a t i o n o u t t h e r e , and you 

s a i d t h a t b o t h were d r y a t t h i s p o i n t . I s t h e r e 

any w a t e r a s s o c i a t e d ? 

A. Yeah, t h e r e p r o b a b l y w i l l be some v e r y 

s m a l l amounts o f w a t e r . By " d r y , " I mean t h a t 

e s s e n t i a l l y we're n o t h a v i n g t o t r e k w a t e r o f f 

l o c a t i o n o r w o r r y a b o u t a s u b s t a n t i a l amount o f 

w a t e r . The c o a l h e r e d o e s n ' t behave as t h e c o a l 

does, say, i n t h e n o r t h e a s t B l a n c o u n i t or t h e 30 

and 6 u n i t , where t h e r e ' s a g r e a t d e a l o f w a t e r 

p r o d u c e d . 

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

do t h e y a f f e c t t h e i n t e r e s t owners i n w h i c h a r e 

l i s t e d i n t o d a y ' s , oh, where's t h a t l i s t , E x h i b i t 

2? 

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

e f f e c t o n l y t h e i n t e r e s t owners o r c o s t - b e a r i n g 

owners. 

Q. For r e c o r d k e e p i n g p u r p o s e s , w o u l d , 
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say, a 50/50 s p l i t be adequate? 

A. That w o u l d be, y e s . 

Q. As opposed t o any o t h e r k i n d o f 

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

c o n f u s e any r e c o r d k e e p i n g agency such as us or 

t h e MMS, o r God knows who i n t h e f u t u r e ? 

A. Yes, s i r , t h a t sounds c o r r e c t . 

EXAMINER STOGNER: Are t h e r e any o t h e r 

q u e s t i o n s o f t h i s w i t n e s s ? I f n o t , Mr. Craddock 

may be ex c u s e d . 

I s t h e r e a n y t h i n g f u r t h e r , Mr. 

K e l l a h i n ? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: I f nobody e l s e has 

a n y t h i n g f u r t h e r i n Case 10393, t h i s case w i l l be 

t a k e n under a d v i s e m e n t . 

(And t h e p r o c e e d i n g s c o n c l u d e d . ) 

1 do hereby c i t i f y > h r J f , . 

the Exarr ine^vn p r ° C e e J i n ^ 
heard b y ^ C ^ ^ ° ^ M j 

t 
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