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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING ) 
CALLED BY THE OIL CONSERVATION ) 
DIVISION FOR THE PURPOSE OF ) 

CONSIDERING: ) CASE NO. 10847 

APPLICATION OF MITCHELL ENERGY CORPORATION 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: D a v i d R. Cat a n a c h , H e a r i n g Examiner 

O c t o b e r 7, 19 9 3 

Santa Fe, New Mex i c o 

T h i s m a t t e r came on f o r h e a r i n g 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 on O c t o b e r 7, 1993, a t 

Morgan H a l l , S t a t e Land O f f i c e B u i l d i n g , 310 O l d Santa 

Fe T r a i l , Santa Fe, New M e x i c o , b e f o r e Deborah O'Bine, 

RPR, C e r t i f i e d C o u r t R e p o r t e r No. 63, f o r t h e S t a t e o f 

New M e x i c o . 

ORIGINAL 
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I N D E X 

O c t o b e r 7 , 1993 
E x a m i n e r H e a r i n g 
CASE NO. 10847 

APPEARANCES 
PAGE 

3 

MITCHELL ENERGY CORPORATION'S WITNESSES 

DAVID F. ALDERKS 
E x a m i n a t i o n by Mr. K e l l a h i n 
E x a m i n a t i o n by Examiner Catanach 

6 
24 

CARL RICHARD 

E x a m i n a t i o n by Mr. K e l l a h i n 
E x a m i n a t i o n by Examiner C a t a n a c h 

29 
40 

DON McCLUNG 
E x a m i n a t i o n by Mr. K e l l a h i n 
E x a m i n a t i o n by Examiner Catanach 

45 
47 

REPORTER'S CERTIFICATE 5 1 

E X H I B I T S 

I D ADMTD 
E x h i b i t 1 7 24 
E x h i b i t 2 11 24 
E x h i b i t 3 12 24 
E x h i b i t 4 24 
E x h i b i t 5 19 24 
E x h i b i t 6 2 1 24 
E x h i b i t 7 23 24 
E x h i b i t 8 33 40 
E x h i b i t 9 34 40 
E x h i b i t 10 38 40 
E x h i b i t 11 46 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(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 

3 

A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
G e n e r a l C o u n s e l 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 O l d Santa Fe T r a i l 
Santa Fe, New Mex i c o 87501 

FOR THE APPLICANT: KELLAHIN AND KELLAHIN 
117 N. Guadalupe 
Santa Fe, New Me x i c o 
BY: W. THOMAS KELLAHIN, ESQ. 

FOR NEARBURG CAMPBELL, CARR, BERGE & 
PRODUCING COMPANY: SHERIDAN, P.A. 

P.O. Box 2208 
Santa Fe, New Me x i c o 87504 
BY: WILLIAM F. CARR, ESQ. 
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EXAMINER CATANACH: L e t ' s c a l l t h e h e a r i n g 

back t o o r d e r a t t h i s t i m e . A t t h i s t i m e w e ' l l c a l l 

Case 10847. 

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

Energy C o r p o r a t i o n f o r an e x c e p t i o n t o R u l e (2) o f t h e 

S p e c i a l R u l e s and R e g u l a t i o n s f o r t h e N o r t h 

Osudo-Morrow Gas P o o l t o a l l o w a second w e l l on a 

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

i n f i l l d r i l l i n g p r o c e d u r e s f o r s a i d p o o l , Lea County, 

New M e x i c o . 

EXAMINER CATANACH: Are t h e r e a p p e a r a n c e s 

i n t h i s case? 

MR. KELLAHIN: Mr. Exami n e r , 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 and 

K e l l a h i n 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 . I have 

t h r e e w i t n e s s e s t o be sworn. 

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

name i s W i l l i a m F. C a r r w i t h t h e Santa Fe law f i r m 

C a m p b e l l , C a r r , Berge & S h e r i d a n . We r e p r e s e n t 

N e a r b u r g P r o d u c i n g Company. I do n o t i n t e n d t o c a l l a 

w i t n e s s . 

EXAMINER CATANACH: Any a d d i t i o n a l 

a p p e a r a n c e s ? W i l l t h e t h r e e w i t n e s s e s p l e a s e s t a n d t o 

be sworn i n . 

( W i t n e s s e s sworn.) 
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MR. KELLAHIN: Mr. Examiner, M i t c h e l l 

E nergy i s s e e k i n g a r u l e change f o r t h e N o r t h 

Osudo-Morrow Gas P o o l . The p o o l was o r i g i n a l l y 

e s t a b l i s h e d i n 1965 w i t h a s p e c i a l r u l e p r o v i s i o n f o r 

6 4 0 - a c r e gas s p a c i n g . The t e m p o r a r y r u l e s f o r t h a t 

p o o l were made permanent i n A u g u s t o f 1968 un d e r Order 

No. R-3305A. The o p e r a t i o n i n t h e p o o l has been such 

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

w e l l s on t h e s e c t i o n . 

We b e l i e v e t h a t n o t h a v i n g an i n f i l l 

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

on a s e c t i o n has l i m i t e d d e v e l o p m e n t i n t h e p o o l , i s a 

w a s t e f u l l i m i t a t i o n , and we're s e e k i n g t o have t h e 

f l e x i b i l i t y i n t r o d u c e d i n t o t h e r u l e s where t h e 

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

o b l i g a t i o n t o d r i l l a second w e l l . 

I n t h e e v e n t t h e D i v i s i o n d e t e r m i n e s i t i s 

n o t a p p r o p r i a t e t o make a p o o l w i d e change, we w o u l d 

ask f o r s p e c i a l r e l i e f f o r o u r S e c t i o n 30, w h i c h i s a t 

t h e s o u t h end o f t h e p o o l , so t h a t M i t c h e l l c o u l d have 

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

c o n c u r r e n t l y w i t h an e x i s t i n g w e l l . 

I have t h r e e w i t n e s s e s . My f i r s t w i t n e s s 

i s a g e o l o g i c e x p e r t i n t h i s a r e a . The second i s an 

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

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

A t t h i s t i m e I ' d l i k e t o c a l l my g e o l o g i c 

w i t n e s s , Mr. Dave A l d e r k s . 

DAVID F. ALDERKS, 

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 

BY MR. KELLAHIN: 

Q. Would 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 name i s D a v i d F. A l d e r k s . I'm a 

g e o l o g i s t . 

Q. On p r i o r o c c a s i o n s , Mr. A l d e r k s , have you 

t e s t i f i e d b e f o r e t h i s D i v i s i o n ? 

A. No, I have n o t . 

Q. Give us a summary o f y o u r e d u c a t i o n and 

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

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

B r i g h a m Young U n i v e r s i t y i n P r o v o , U t a h , i n 1977. 

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

W i s c o n s i n i n M i l w a u k e e , W i s c o n s i n , i n 1979. 

I i n i t i a l l y went t o work f o r U n o c a l i n 

M i d l a n d , Texas, w i t h r e s p o n s i b i l i t i e s i n Texas. I 

t h e n moved on t o U n i o n Texas P e t r o l e u m w i t h 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

2 3 

24 

25 

7 

r e s p o n s i b i l i t i e s i n Texas, New M e x i c o , N o r t h D a k o t a , 

Montoya, Wyoming, and M i c h i g a n . I t h e n went t o work 

w i t h a s m a l l i n d e p e n d e n t , B a r b a r a Fasken i n M i d l a n d , 

Texas, w i t h r e s p o n s i b i l i t i e s i n New M e x i c o , p r i m a r i l y , 

and a l s o N o r t h Dakota and M i c h i g a n . 

I t h e n a l s o have f o r t h e l a s t two and a 

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

p r i m a r i l y i n New Me x i c o . 

Q. Do you have e x p e r i e n c e as a g e o l o g i s t i n 

mapping, i d e n t i f y i n g and l o c a t i n g w e l l s f o r Morrow 

sand c h a n n e l p r o d u c t i o n i n t h e Per m i a n B a s i n ? 

A. Yes, s i r . 

MR. KELLAHIN: We t e n d e r Mr. A l d e r k s as an 

e x p e r t p e t r o l e u m g e o l o g i s t . 

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

Q. (BY MR. KELLAHIN) L e t me have you t a k e t h e 

f i r s t d i s p l a y so we can s i m p l y o r i e n t t h e e x a m i n e r t o 

t h e a r e a . I t ' s marked as M i t c h e l l E x h i b i t No. 1. And 

b e f o r e we t a l k a b o u t y o u r work, l e t ' s have you 

i d e n t i f y f o r t h e D i v i s i o n t h e c u r r e n t b o u n d a r y o f t h e 

p o o l and o t h e r i n f o r m a t i o n you've shown on E x h i b i t No. 

1. 

A. On E x h i b i t 1, t h e c u r r e n t b o u n d a r y o f t h i s 

p o o l i s d e l i n e a t e d w i t h t h e g r e e n i n k i n Townships 19 

Sout h and 36 E a s t and 20 S o u t h , 36 E a s t . M i t c h e l l 
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Energy a c r e a g e i s d e l i n e a t e d i n y e l l o w . F u l l i n t e r e s t 

i s c o l o r e d s o l i d , and p a r t i a l i n t e r e s t i s c o l o r e d i n 

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

The w e l l s on h e r e a r e w e l l s t h a t have 

p e n e t r a t e d and p r o d u c e d f r o m t h e Morrow. T h e r e a r e 

s h a l l o w w e l l s t h a t have been l e f t o f f t h i s d i s p l a y . 

Q. Mr. C a r r has e n t e r e d an a p p e a r a n c e f o r 

N e a r b u r g P r o d u c i n g Company. Where i s t h e w e l l t h a t 

t h e y o p e r a t e ? 

A. T h e i r w e l l i s l o c a t e d i n S e c t i o n 30 a t t h e 

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

Q. B u i l d f o r us a p i c t u r e i f you w i l l , g i v e us 

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

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

A. The Morrow sands a r e c h a n n e l t y p e sands i n 

t h i s a r e a a r e t r e n d i n g f r o m n o r t h t o s o u t h . These 

sands have been d e p o s i t e d a l o n g a bench a s s o c i a t e d 

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

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

t h i c k e n t o t h e west when t h e y go a c r o s s a f a u l t , w h i c h 

w e ' l l see on a su b s e q u e n t d i s p l a y . 

These sands meander t h r o u g h t h e a r e a , and 

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

as s u c h , a w e l l i n any one l o c a t i o n may e n c o u n t e r t h e 

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

New M e x i c o t h a t have a s i m i l a r e n v i r o n m e n t o r sand 

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

A. Yes. Most o f t h e p o o l s t h a t I have w o r k e d 

w i t h do have a s i m i l a r t e n d e n c y . 

Q. Do you see any u n i q u e g e o l o g i c f e a t u r e , 

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

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

t h a n you w o u l d f i n d Morrow p r o d u c t i o n i n any o t h e r 

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

A. No, I do n o t . 

Q. I s t h e r e any k i n d o f c o r r e l a t i o n , a d i r e c t 

c o r r e l a t i o n between sand t h i c k n e s s and p r o d u c t i v i t y o f 

t h e s e gas w e l l s ? 

A. G e n e r a l l y , i f you have a good t h i c k sand 

t h a t i s p o r o u s , you w i l l g e t a b e t t e r w e l l t h a n one 

t h a t i s t h i n and t i g h t . 

Q. What i s t h e s t r a t e g y employed by you and 

o t h e r o p e r a t o r s i n t h i s t y p e o f e x p l o r a t i o n and 

p r o d u c t i o n i n o r d e r t o o p t i m i z e t h e o p p o r t u n i t y t o 

r e c o v e r t h e g r e a t e s t amount o f gas f r o m t h e p o o l ? 

A. We c o n s t r u c t c r o s s - s e c t i o n s , and we 

c o n s t r u c t o u r i s o p a c h s , t r y i n g t o d e v i s e where t h e 

r e s e r v o i r - q u a l i t y r o c k i s l o c a t e d . We do t h a t by 

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

d e n s i t y l o g s . 

Q. Do you have a g e o l o g i c o p i n i o n as t o 

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

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

s uch maps? 

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

t h i s p o o l . T h e r e ' s s u f f i c i e n t w e l l d e n s i t y t h a t we 

can — we f e e l c o n f i d e n t t h a t we can p u t t h e s e 

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

Q. Based upon t h a t d a t a and t h o s e 

i n t e r p r e t a t i o n s , were you a b l e t o r e a c h any g e o l o g i c 

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

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

r e c o v e r t h e most volume o f u l t i m a t e gas? 

A. Yes. We've d e t e r m i n e d t h a t t h e s e c h a n n e l s 

t h a t a r e r u n n i n g t h r o u g h t h e r e , as I s t a t e d , a r e 

d i s c o n t i n u o u s . They l o o k l i k e t h e y ' r e a b o u t a q u a r t e r 

m i l e t o a h a l f m i l e w i d e , and t h e y meander t h r o u g h 

t h i s a r e a such t h a t one w e l l may n o t a c t u a l l y r e c o v e r 

a l l t h e gas t h a t i s i n p l a c e because i t may n o t 

e n c o u n t e r t h e sands t h a t a r e i n and movin g f r o m one 

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

We a r e d e a l i n g w i t h d i f f e r e n t sands. These sands a r e 

l a t e r a l l y d i s c o n t i n u o u s . 
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Q. L e t ' s t u r n t o y o u r d i s p l a y s and have you 

l e a d us t h r o u g h t h e n t h e r e a s o n i n g t h a t y ou have 

u n d e r t a k e n t o s u p p o r t t h e c o n c l u s i o n s you've j u s t 

made . 

A. E x h i b i t 2 i s a s t r u c t u r e map. We a r e 

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

u n i t because t h a t ' s where o u r a c r e a g e i s . On t h i s 

s t r u c t u r e map you can see t h a t t h e r e a r e some 

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

a f a u l t t h a t r u n s down f r o m S e c t i o n 18 down a c r o s s 

T ownship 20 S o u t h , 35 E a s t , t h r o u g h S e c t i o n 36, and 

t h e n on down. I t i s i s o l a t i n g a b l o c k i n Township 20 

So u t h , 36. 

The sands l i e a l o n g a l i t t l e bench t h e r e , 

s i t u a t e d r i g h t i n between t h e s t r u c t u r a l l y h i g h 

p o s i t i o n s , and t h e n as t h e c o n t o u r s t i g h t e n up, t h e s e 

sands go o v e r t h i s edge. P r o d u c t i o n i s l o c a t e d by t h e 

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

As you n o t i c e i n S e c t i o n 30, we have a 

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

an u n t e s t e d s t r u c t u r a l h i g h p o s i t i o n i n 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 . The p r o p o s e d U n i o n S t a t e No. 

3 i s l o c a t e d i n U n i t K o f S e c t i o n 30 i n t h e s o u t h w e s t 

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

s t r u c t u r a l a d v a n t a g e o f t h i s u n t e s t e d h i g h where we 
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a n t i c i p a t e sands t o be d e v e l o p e d . 

Q. When we l o o k a t t h i s map and see t h e c o l o r 

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

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

t i m e i n t h e p o o l l i f e , h i s t o r y o f t h e p o o l ? 

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

Q. L e t ' s l o o k a t S e c t i o n 30. Based upon 

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

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

s e c t i o n ? 

A. I do n o t t h i n k so. 

Q. Why n o t ? 

A. Because you have two s t r u c t u r a l f e a t u r e s 

t h e r e . You have m u l t i p l e sands t h a t a r e c r o s s i n g t h a t 

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

Q. L e t ' s l o o k a t t h e c r o s s - s e c t i o n s you s a i d 

you p r e p a r e d . 

A. Yes. 

Q. Two c r o s s - s e c t i o n s . L e t ' s l o o k a t t h e 

f i r s t one. I t ' s marked E x h i b i t No. 3. D e s c r i b e f o r 

us t h e w e l l s you've s e l e c t e d t o show on t h e 

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

A. T h i s i s a n o r t h - s o u t h c r o s s - s e c t i o n . We 

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

S e c t i o n 31 t o t h e s o u t h o f t h e a c r e a g e i n q u e s t i o n . 
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T h i s w e l l p r o d u c e d f r o m a m i d d l e Morrow pay i n t e r v a l . 

Those pay i n t e r v a l s t h a t I ' v e mapped and y o u ' l l see i n 

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

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

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

where we a n t i c i p a t e t h a t m i d d l e Morrow pay sand t o be 

f o u n d , as w e l l as p o t e n t i a l l y u pper Morrow sands and 

p e r h a p s even some l o w e r sands. 

We t h e n come o v e r t o t h e Jake Hamon U n i o n 

S t a t e No. 1, w h i c h was d r i l l e d i n 1966. T h i s w e l l was 

p e r f e d i n t h e uppe r pay sand and t h e m i d d l e pay sand, 

as w e l l as some a d d i t i o n a l ones. 

You can n o t i c e h e r e t h e d i f f e r i n g q u a l i t i e s 

o f t h e sand and how t h e s e sands t e n d t o be coming and 

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

We t h e n come t o t h e U n i o n S t a t e No. 2, 

w h i c h M i t c h e l l c u r r e n t l y p r o d u c e s . T h i s w e l l i s 

p e r f e d i n t h e uppe r sand i n t e r v a l , as w e l l as i n t h e 

l o w e r sand i n t e r v a l . T h i s w e l l has c u r r e n t l y made 

a b o u t 2.8 B c f o f gas. 

Q. L e t ' s s t o p w i t h t h o s e two w e l l s . These a r e 

b o t h w e l l s i n y o u r S e c t i o n 30? 

A. Yes, s i r . 

Q. The w e l l i n U n i t l e t t e r H i s t h e o l d Hamon 

w e l l ? 
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A. Yes, i t i s . 

Q. I t r e c o v e r e d 3.9 Bcf o f gas? 

A. Yes. 

Q. You go 40 a c r e s n o r t h , and you g e t t o U n i t 

l e t t e r A, and t h a t ' s t h e M i t c h e l l U n i o n S t a t e 2? 

A. Yes. 

Q. H e l p us compare t h o s e two w e l l s i n t e r m s o f 

t h e o p p o r t u n i t y t o expose t o p r o d u c t i o n a s i n g l e sand 

member i n each o f t h o s e two w e l l s . 

A. Yes. I f you l o o k i n a 4 0 - a c r e d i f f e r e n c e 

t h e r e , you can see, s t a r t i n g on t h e t o p i n t h e U n i o n 

S t a t e No. 2, we have a n i c e good c l e a n sand t h a t ' s 

a p p r o x i m a t e l y 14 o r so f e e t t h i c k , w i t h some e x c e l l e n t 

p o r o s i t y . 

As you go 40 a c r e s s o u t h , t h e n e x t l o c a t i o n 

i n H, you can see t h a t t h e c o r r e l a t i v e zone t h e r e has 

a p p r o x i m a t e l y two f e e t o r so o f sand i n t h a t same 

c o r r e l a t i v e i n t e r v a l . I t has been p e r f e d i n t h a t 

i n t e r v a l . These sands a r e t h i c k e n i n g and t h i n n i n g 

f r o m one l o c a t i o n t o t h e n e x t . 

We t h e n go t o t h e U n i o n S t a t e No. 1 w h i c h 

had some sands i n t h e m i d d l e w h i c h a r e a l m o s t 

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

Q. You're g o i n g t o t h a t l a r g e p e r f o r a t e d 

i n t e r v a l t h a t i s t h e p e r f o r a t i o n second f r o m t h e 
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b o t t o m i n s e r i e s o f p e r f s ? 

A. T h a t i s c o r r e c t , y e s . T h a t sand, as you 

t r a c e a l o n g , i s two t h i n l i t t l e s t r i n g e r s i n t h e U n i o n 

S t a t e No. 2, i n d i c a t i n g t h e d i s c o n t i n u i t y and changes 

t h a t a r e o c c u r r i n g t h e r e . 

We t h e n have some a d d i t i o n a l sand l e n s e s 

t h a t have p r o d u c e d i n t h e U n i o n S t a t e No. 1, p e r h a p s 

c o u l d p r o d u c e i n t h e U n i o n S t a t e No. 2, and w o u l d 

c e r t a i n l y be l o o k e d a t f o r r e c o m p l e t i o n . 

And t h e n t h e U n i o n S t a t e No. 1 was n o t 

d r i l l e d deep enough f o r t h e gamma r a y t o g i v e a 

c h a r a c t e r o f t h e sand, t h e c l e a n l i n e s s o f t h e sand. 

I t was n o t p e r f o r a t e d . However, t h e U n i o n S t a t e No. 2 

does have a good c l e a n sand w i t h p o r o s i t y d e v e l o p e d a t 

t h e base. 

So we a r e s e e i n g a d i f f e r e n c e i n t h e 

c o n t i n u i t y o f t h e s e sands n o r t h t o s o u t h i n t h i s 

i n t e r v a l . 

Q. What i s t h e c u r r e n t s t a t u s o f t h e M i t c h e l l 

U n i o n S t a t e No. 2 w e l l ? I s i t s t i l l a p r o d u c i n g gas 

w e l l ? 

A. I t i s p r o d u c i n g a p p r o x i m a t e l y 50 Mcf a day. 

Q. Compare t h e v i n t a g e s o f t h e two w e l l s , 

s t a r t i n g w i t h t h e Jake Hamon w e l l . T h a t ' s a 1966 

w e l l ? 
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A. T h a t was d r i l l e d i n 1966. I t had a c a s i n g 

p r o b l e m o r m e c h a n i c a l p r o b l e m i n a b o u t 1979, a t w h i c h 

p o i n t t h e U n i o n S t a t e No. 2 was d r i l l e d . The U n i o n 

S t a t e No. 1 was abandoned and p l u g g e d i n 1983 b u t d i d 

n o t p r o d u c e f r o m 1979 t o 1983. The U n i o n S t a t e has 

been p r o d u c i n g s i n c e 1979. 

Q. Do you happen t o r e c a l l f r o m memory t h e 

p r o d u c i n g a b i l i t i e s o f t h e Hamon U n i o n S t a t e 1 w e l l 

i n , w h a t , '79, you s a i d ? When d i d i t l a s t s t o p 

p r o d u c i n g ? 

A. I t was i n 1979. No, s i r , I do n o t . 

Q. T h a t w e l l was t h e n abandoned a f t e r a l m o s t 6 

Bcf o f gas? 

A. T h a t i s t r u e . 

Q. You can go 40 a c r e s n o r t h and r e c o v e r 

a n o t h e r B c f ? 

A. T h a t i s t r u e . 

Q. What's t h e e x p l a n a t i o n f o r t h a t ? 

A. We have l a t e r a l d i s c o n t i n u i t y between t h e 

sands. 

Q. L e t ' s t a k e t h e o t h e r o r i e n t a t i o n , and l e t ' s 

go e a s t - w e s t and see what happens. 

A. Okay. 

Q. D e s c r i b e f o r us why you've chosen t h e s e 

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

A. I began w i t h t h e U n i o n S t a t e No. 2, w h i c h 

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

o v e r t o t h e Texas O i l & Gas, now M a r a t h o n , Osudo S t a t e 

No. 1 , w h i c h i s 40 a c r e s t o t h e e a s t o f t h e U n i o n 

S t a t e No. 2. Then down t o t h e A l p h a 21 p r o d u c t i o n i n 

U n i t l e t t e r J o f S e c t i o n 29. The two w e l l s i n S e c t i o n 

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

Q. We're back on t h e M i t c h e l l U n i o n S t a t e No. 

2 w e l l . L e t ' s compare t h a t w e l l t o i t s 4 0 - a c r e o f f s e t 

t o t h e e a s t , w h i c h i s now, what, t h e M a r a t h o n - o p e r a t e d 

Osudo S t a t e No. 1? 

A. Yes. T h a t w e l l has some good u p p e r Morrow 

sand d e v e l o p e d i n b o t h o f t h o s e w e l l s , b u t as you 

l o o k , t h e sand q u a l i t y d i m i n i s h e s t o t h e e a s t i n t h e 

Osudo S t a t e No. 1 i n t h e r e s t o f t h e sands. 

We do have some sand d e v e l o p e d down a t t h e 

v e r y b o t t o m o f t h e l o w e r pay sand i n t h e Osudo S t a t e 

No. 1 , b u t t h a t has n o t p r o d u c e d a t a l l . 

Q. What's t h e v i n t a g e o f M a r a t h o n ' s Osudo 

S t a t e No. 1 w e l l ? 

A. I t was d r i l l e d a p p r o x i m a t e l y t h e same t i m e 

as t h e U n i o n S t a t e No. 2 w e l l . 

Q. G e o l o g i c a l l y , a r e t h e s e two w e l l s c o m p e t i n g 

f o r t h e same gas r e s e r v e s ? 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

21 

22 

23 

18 

A. Perhaps i n t h a t u p p e r pay zone t h e y a r e b u t 

d e f i n i t e l y n o t i n t h e l o w e r pay zone because t h a t ' s 

n o t been p r o d u c e d i n t h e Osudo S t a t e No. 1. 

Q. So, a g a i n , g o i n g e a s t and w e s t , you f i n d 

t h e same r e l a t i o n s h i p as you do n o r t h and s o u t h i n 

t h i s a r e a , t h a t you can move 40 a c r e s away and b r e a k 

t h e c o n t i n u i t y o f a sand member o f t h e p o o l ? 

A. T h a t i s t r u e . 

Q. Have you p r e p a r e d i s o p a c h s on t h e p r i n c i p a l 

sand members t h a t have been p r o d u c t i v e i n t h e p o o l ? 

A. Yes, s i r . 

Q. How have you i d e n t i f i e d them? What i s t h e 

n o m e n c l a t u r e we s h o u l d use? 

A. I s t a r t e d w i t h t h e U n i o n S t a t e No. 2 w e l l 

l o o k i n g f o r t h e p e r f e d i n t e r v a l s , because t h a t ' s what 

we were l o o k i n g f o r . 

Q. L e t ' s f o l l o w one on a c r o s s - s e c t i o n t h e n so 

t h a t I can see, when we t u r n t o t h e i s o p a c h , t h e 

i n t e r v a l and t h e l o c a t i o n o f t h a t i n t e r v a l t h a t y o u ' r e 

t r y i n g t o map w i t h t h e i s o p a c h . 

A. Yes. T h a t ' s i d e n t i f i e d by t h e r e d t a p e o r 

t h e r e d i n k on y o u r c r o s s - s e c t i o n on t h e edge where i t 

says e i t h e r u p p e r , m i d d l e , o r l o w e r Morrow pay 

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

c r o s s - s e c t i o n . 
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Q. When you examine p r o d u c t i o n o u t o f t h e 

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

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

t h r e e members? 

A. Yes, s i r . 

Q. So we h a v e n ' t mapped i t a l l ? 

A. No, s i r . 

Q. Why have you chosen t h e s e t h r e e ? 

A. T h e y ' r e t h e t h r e e p r o d u c t i v e i n t e r v a l s t h a t 

were on M i t c h e l l a c r e a g e . 

Q. L e t ' s t u r n t o t h e f i r s t one, t h e u p p e r 

one. What i s t h e mapping c r i t e r i a f o r t h e i s o p a c h ? 

I t ' s E x h i b i t No. 5. 

A. The f i r s t t h i n g t h a t we do i s l o o k f o r 

c l e a n sand. And we've t a k e n an a r b i t r a r y 50 API gamma 

u n i t c u t o f f and s a i d t h a t a n y t h i n g c l e a n e r t h a n 50 

u n i t s can be c o u n t e d . And t h e n we add t o t h a t t h e 

p o r o s i t y i n excess o f 7 p e r c e n t d e n s i t y p o r o s i t y . And 

where we g e t b o t h o f them coming t o g e t h e r , t h e n we 

s t a r t c o u n t i n g sand. T h a t g i v e s us r e s e r v o i r q u a l i t y 

sand. 

Q. Why have you used t h o s e c u t o f f s t o i d e n t i f y 

r e s e r v o i r q u a l i t y sand? 

A. Because we have t o have r e s e r v o i r q u a l i t y 

i n o r d e r t o p r o d u c e . 
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Q. Do you know t h a t v a l u e s a t t h o s e l e v e l s , i f 

you exceed them, w i l l p r o d u c e r e s e r v o i r q u a l i t y sand? 

A. Yes, s i r . 

Q. You know t h a t by e x p e r i e n c e f o r d r i l l i n g 

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

A. Yes, s i r . 

Q. L e t ' s l o o k a t t h e map f o r t h e u p p e r 

Morrow. What does i t show you? 

A. T h i s shows us a c h a n n e l d e v e l o p e d where we 

have — where we a n t i c i p a t e up t o 20 f e e t o f good 

c l e a n sand b e i n g d e p o s i t e d i n t h i s c h a n n e l . We can 

see where we have w e l l s t h a t a r e d r i l l e d down where 

t h e y e n c o u n t e r e d no sand, as i n d i c a t e d by t h e z e r o s . 

The z e r o s on t h e e a s t s i d e and we s t s i d e d e l i n e a t e t h e 

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

We t h e n have p r o d u c t i o n i n d i c a t e d on t h e 

u p d i p s i d e o f t h i s sand i n h e r e . We b e l i e v e t h a t a 

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

we b e l i e v e t h a t t h e U n i o n S t a t e No. 3 l o c a t i o n w i l l 

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

Q. Do you happen t o know t h e names o f t h e 

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

a r e a ? 

A. T h e r e ' s t h e Osudo West, w h i c h i s j u s t t o 

t h e w e s t . 
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Q. What's t h e s p a c i n g f o r t h a t p o o l ? 

A. I b e l i e v e i t ' s 320 a c r e s , b u t I'm n o t s u r e . 

Q. Do you know by name t h e o t h e r p o o l s t h a t 

may be a r o u n d you t h a t a r e Morrow gas p o o l s ? 

A. Not o f f t h e t o p o f my head. 

Q. Do you see any r e l a t i o n s h i p between t h e two 

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

t h e y s h o u l d be spaced d i f f e r e n t l y ? 

A. No, s i r . 

Q. L e t ' s l o o k a t S e c t i o n 30 w i t h r e g a r d s t o 

t h i s i s o p a c h . What does i t t e l l y ou i n t e r m s o f how 

t o b e s t e x p l o i t t h e gas r e s e r v e s t h a t a r e i n S e c t i o n 

3 0? 

A. I t t e l l s us t h a t we a r e on t h e edge where 

t h e U n i o n S t a t e No. 1 and t h e U n i o n S t a t e No. 2 were 

d r i l l e d . The main body o f t h e sand a p p e a r s t o be 

l o c a t e d t o t h e west o f t h a t . 

I n a d d i t i o n , as we r e f e r t o t h e s t r u c t u r e 

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

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

h y d r o c a r b o n s t h a t c a n n o t be r e c o v e r e d by t h e e x i s t i n g 

w e l l s . 

Q. T u r n now t o E x h i b i t 6. I d e n t i f y and 

d e s c r i b e what you've done when you have mapped t h e 

m i d d l e p r o d u c i n g Morrow pay member o f t h e p o o l . 
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A. We map t h i s t h e same way as we mapped t h e 

o p p o s i t e one w i t h t h e same p a r a m e t e r s , w i t h 70 p e r c e n t 

c l e a n sands and 7 p e r c e n t o r g r e a t e r d e n s i t y 

p o r o s i t y . I n h e r e we can see t h a t we have two 

c h a n n e l s b e i n g d e v e l o p e d , one on t h e west s i d e and one 

on t h e e a s t s i d e . Most o f t h e p r o d u c t i o n has come 

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

The o n l y w e l l t h a t has p r o d u c e d i n t h e 

w e s t e r n c h a n n e l i s t h e U n i o n S t a t e No. 1, w h i c h had 13 

f e e t . 

As you l o o k a t t h e d i s c o n t i n u i t y o f t h o s e 

s a n ds, we go f r o m t h e U n i o n S t a t e No. 1 w i t h 13 f e e t 

t o t h e U n i o n S t a t e No. 2 t h a t has two f e e t o f sand. 

Then we go o v e r t o t h e M a r a t h o n w e l l i n S e c t i o n 29 

t h a t had no f e e t o f sand m e e t i n g t h e s e c r i t e r i a . T h i s 

z e r o t h e n e x t e n d s n o r t h , i n d i c a t i n g t h i s l a c k o f sand 

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

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

We a l s o see t h a t t h e r e a r e some o t h e r sands 

o f f t o t h e west i n S e c t i o n 35 o f t h e t o w n s h i p t o t h e 

w e s t . These w e l l s have p r o d u c e d i n economic 

q u a n t i t i e s b u t on t h e downthrown s i d e o f t h e f a u l t 

t h a t r u n s t h r o u g h t h e r e . So we b e l i e v e t h a t what we 

have h e r e i s a w e l l t h a t w i l l r e c o v e r e s s e n t i a l l y new 

h y d r o c a r b o n s f r o m t h i s m i d d l e Morrow i s o p a c h i n t e r v a l . 
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A l s o , as we compare t h a t w i t h o u r s t r u c t u r e 

map, we do have a r i d g e t h a t seems t o e x t e n d i n t o t h e 

s o u t h e r n p a r t o f S e c t i o n 30 and t h e n o r t h e r n p a r t o f 

S e c t i o n 3 1 , w h i c h t e n d s t o i s o l a t e o u r a c r e a g e f r o m 

w e l l s t o t h e s o u t h . 

Q. L e t ' s t u r n now t o t h e mapping o f t h e l o w e r 

Morrow pay and t h e i s o p a c h w h i c h i s d e p i c t e d on 

E x h i b i t No. 7. D e s c r i b e t h a t f o r u s. 

A. A g a i n , we use t h e same c r i t e r i a f o r 

d e p i c t i n g where t h i s r e s e r v o i r q u a l i t y sand i s . We 

see a g a i n t h e z e r o b o u n d a r i e s on t h e e a s t and on t h e 

w e s t . We have what we a n t i c i p a t e upwards t o p e r h a p s 

30 f e e t o f sand i n t h i s l o w e r i n t e r v a l . A g a i n , t h i s 

sand i s s h i f t i n g more t o t h e w e s t . Our l o c a t i o n w i l l 

e n c o u n t e r sands i n a s t r u c t u r a l l y p o s i t i v e p o s i t i o n t o 

t h e e x i s t i n g w e l l s . 

Q. Based upon y o u r g e o l o g i c s t u d y , Mr. 

A l d e r k s , do you have a r e c o m m e n d a t i o n t o t h e e x a m i n e r 

as t o what t o do i n o r d e r t o p r o v i d e an o p p o r t u n i t y t o 

ma x i m i z e u l t i m a t e gas r e c o v e r y o u t o f t h e p o o l ? 

A. Yes, s i r . We recommend t h a t M i t c h e l l be 

g r a n t e d t h e a b i l i t y t o d r i l l t h i s w e l l i n S e c t i o n 30 

t o r e c o v e r a d d i t i o n a l gas w h i c h i s n o t r e c o v e r a b l e by 

t h e e x i s t i n g w e l l s . 

Q. I s t h i s r a t e a c c e l e r a t i o n , o r i s i t t h e 
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o p p o r t u n i t y t o r e c o v e r gas t h a t w o u l d n o t o t h e r w i s e be 

r e c o v e r e d f r o m t h e o t h e r w e l l ? 

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

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

Q. The r e q u e s t o f M i t c h e l l t o t h e D i v i s i o n i s 

t o p r o v i d e t h i s same f l e x i b i l i t y and o p p o r t u n i t y t o 

anyone i n t h e p o o l and t o do so by p o o l r u l e change 

t h a t a l l o w s an o p e r a t i o n a l second w e l l i n t h e p o o l f o r 

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

A. Yes, s i r . 

Q. I n t h e a l t e r n a t i v e , y o u ' r e s e e k i n g t o have 

s p e c i a l r e l i e f f o r S e c t i o n 30 so t h a t you can go ahead 

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

A. Yes, s i r . 

MR. KELLAHIN: T h a t 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 d e r k s . We move t h e i n t r o d u c t i o n 

o f h i s E x h i b i t s 1 t h r o u g h 7. 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 7 

w i l l be a d m i t t e d i n t o e v i d e n c e . 

EXAMINER CATANACH: Mr. C a r r ? 

MR. CARR: I have no q u e s t i o n s . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. A l d e r k s , t h e u p p e r , m i d d l e , and l o w e r 

sands appear t o be p r e s e n t e n t i r e l y w i t h i n S e c t i o n 
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30. The t h i c k n e s s j u s t seems t o v a r y w i t h i n t h e 

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

A. The t h i c k n e s s v a r i e s , y e s , i t does. 

Q. So t h e y a r e p r e t t y much c o n t i n u o u s 

t h r o u g h o u t t h e s e c t i o n ? 

A. They may be c o n t i n u o u s . As you l o o k a t t h e 

c r o s s - s e c t i o n s , however, t h e r e c o u l d be some 

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

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

Q. Have you seen any k i n d o f g e o l o g i c e v i d e n c e 

t h a t t h e r e i s any k i n d o f l a t e r a l b a r r i e r t o d r a i n a g e 

i n t h e s e sands? 

A. No, I ' v e n o t seen a n y t h i n g . However, you 

do have t o have t h e c o r r e c t s t r u c t u r e i n t h e r e , and we 

do t h i n k we m i g h t have a l i t t l e s a d d l e i n t h e r e based 

on t h a t s t r u c t u r e map where we have an i s o l a t e d 

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

Q. W i t h i n t h e U n i o n S t a t e No. 1 and No. 2, a l l 

t h e sands appear t o be -- t h e same sands appear t o be 

p r e s e n t i n b o t h w e l l s . I s t h a t a f a i r s t a t e m e n t ? 

A. The sands appear t o be p r e s e n t i s c o r r e c t . 

The q u a l i t y o f t h e sands d i f f e r s f r o m w e l l t o w e l l . 

Q. Do you have any e v i d e n c e t h a t shows t h a t 

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

may n o t have been e n c o u n t e r e d i n t h e U n i o n S t a t e No. 1 
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and 2? 

A. Based on t h e w e l l d e n s i t y i n t h e r e , r i g h t 

now i t l o o k s l i k e we have t h e a b i l i t y t o g e t any and 

a l l o f t h o s e sands p r e s e n t t h e r e . T h e r e ' s a l w a y s t h e 

p o s s i b i l i t y t h a t you can g e t i s o l a t e d sands s h o w i n g up 

a t any g i v e n s p o t . I r e f e r t o , i n S e c t i o n 19, t h e 

w e l l on t h e e a s t s i d e t h e r e , t h e r e i s no sand t h a t i s 

p r e s e n t t h e r e t h a t does n o t appear t o be p r e s e n t i n 

o t h e r w e l l s , j u s t u n d e r n e a t h t h e u p p e r Morrow pay 

i n t e r v a 1 . 

Q. The main f o c u s o f y o u r p r e s e n t a t i o n a p p e a r s 

t o be c o n c e n t r a t e d w i t h i n S e c t i o n 30. Do you f e e l 

l i k e you have enough d a t a p o o l w i d e t o j u s t i f y i n f i l l 

d r i l l i n g ? 

A. I n S e c t i o n 29, t o t h e e a s t o f u s , t h e r e a r e 

two w e l l s c u r r e n t l y p r o d u c i n g w i t h i n t h e p o o l . As we 

l o o k — as we go back t o E x h i b i t 1 , S e c t i o n 18, t h e r e 

were two w e l l s t h a t have p r o d u c e d o u t o f t h a t 

i n t e r v a l . S e c t i o n 17, t h r e e w e l l s have been d r i l l e d 

and p r o d u c e d o u t o f t h a t i n t e r v a l , and I b e l i e v e a l l 

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

I n S e c t i o n 20, t h e r e a r e two w e l l s t h a t 

have p r o d u c e d w i t h i n t h a t s e c t i o n i n economic 

q u a n t i t i e s , and a l s o t h e Un i o n S t a t e No. 1 and t h e 

U n i o n S t a t e No. 2 b o t h p r o d u c e d i n economic 
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q u a n t i t i e s . T h ere a r e many i n s t a n c e s i n t h e 

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

economic q u a n t i t i e s , more t h a n one w e l l p e r 6 4 0 - a c r e 

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

As we go s o u t h o f t h i s u n i t , we e n c o u n t e r 

i n S e c t i o n 5 down t h e r e , t h e B r i t i s h A m e r i c a n O i l , 

t h a t w e l l has p r o d u c e d i n excess o f 25 b i l l i o n c u b i c 

f e e t . One l o c a t i o n t o t h e n o r t h , t h e w e l l has 

p r o d u c e d i n excess o f 8 b i l l i o n c u b i c f e e t . So we 

have some m a s s i v e gas p o t e n t i a l i n t h i s a r e a t h a t does 

n o t a ppear t o be l i m i t e d by c l o s e p r o x i m i t y t o a n o t h e r 

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

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

r i g h t now o r i n a d e q u a t e a b i l i t y t o p r o d u c e t h e gas 

t h a t may be t h e r e . 

Q. D i d you say t h a t i n S e c t i o n 29 t h e r e a r e 

c u r r e n t l y two w e l l s p r o d u c i n g ? 

A. Yes, s i r , I d i d . 

Q. And i n what o t h e r s e c t i o n does t h a t 

s i t u a t i o n e x i s t ? 

A. I n S e c t i o n 17 i n t h e p a s t , t h e r e have been 

t h r e e w e l l s t h a t p r o d u c e d s i m u l t a n e o u s l y . T h e y ' r e n o t 

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

Q. S e c t i o n 18 you s a i d — 

A. There have been two w e l l s t h a t p r o d u c e d i n 
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S e c t i o n 18. 

Q. T h a t ' s n o t c u r r e n t l y ? 

A. We have i n d i c a t i o n t h a t one o f t h o s e w e l l s 

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

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

Q. I n S e c t i o n 20? 

A. S e c t i o n 20, t h e r e were two w e l l s t h a t have 

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

The Hamon w e l l i n t h e n o r t h w e s t - n o r t h w e s t was p l u g g e d 

i n 1986. The Hamon w e l l i n t h e n o r t h e a s t o f t h e 

s o u t h w e s t l a s t p r o d u c e d i n 1987. 

Q. You m e n t i o n e d t h a t t h e -- l e t ' s see, t h e 

Un i o n S t a t e No. 1 i s c u r r e n t l y p l u g g e d ? 

A. Yes, s i r . 

Q. And r e c o v e r e d some 5.9 B c f . You m e n t i o n e d 

t h a t i t had some m e c h a n i c a l d i f f i c u l t i e s ? 

A. Yes. There was some c a s i n g c o l l a p s e o r 

s o m e t h i n g i n t h e r e t h a t n e c e s s i t a t e d no r e e n t r y 

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

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

Q. Was t h e U n i o n S t a t e No. 2 w e l l d r i l l e d 

s u b s e q u e n t t o t h e p l u g g i n g o f t h e No. 1? 

A. No. The Un i o n S t a t e No. 2 was d r i l l e d 

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

w e l l , o f t h e U n i o n S t a t e No. 1. 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

29 

Q. T h i s i s p r o b a b l y g e t t i n g i n t o t h e 

e n g i n e e r i n g , b u t do you have an o p i n i o n w h e t h e r o r n o t 

t h e U n i o n S t a t e No. 1 w o u l d have r e c o v e r e d a d d i t i o n a l 

r e s e r v e s t h a t may have been r e c o v e r e d by t h e No. 2? 

A. I ' d r e a l l y l i k e t o d e f e r t h a t t o t h e 

e n g i n e e r s . 

EXAMINER CATANACH: Okay. I n t h a t c a s e , I 

d o n ' t have a n y t h i n g f u r t h e r o f t h e w i t n e s s . He may be 

exc u s e d . 

MR. KELLAHIN: C a l l a t t h i s t i m e C a r l 

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

t h i s a p p l i c a t i o n . 

CARL RICHARD, 

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 

BY MR. KELLAHIN: 

Q. 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 name i s C a r l R i c h a r d . I'm a s e n i o r 

r e s e r v o i r e n g i n e e r f o r M i t c h e l l Energy i n The 

Woodlands, Texas. 

Q. Mr. R i c h a r d , 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 on p r i o r 

o c c a s i o n s ? 

A. Yes, I have. 
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Q. Have you p r e p a r e d an e n g i n e e r i n g 

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 o r n o t you c o u l d 

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

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

N o r t h Osudo-Morrow Gas Pool? 

A. Yes, I have. 

Q. What c o n c l u s i o n have you re a c h e d ? 

A. A f t e r r e v i e w i n g t h e g e o l o g y , t h e p r o d u c t i o n 

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

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

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

w e l l i n t h e s o u t h w e s t q u a r t e r o f S e c t i o n 30. 

MR. KELLAHIN: We t e n d e r Mr. R i c h a r d 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 . 

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

Q. (BY MR. KELLAHIN) Does t h a t a n a l y s i s a l s o 

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

t h e p o o l ? 

A. W e l l , as Mr. A l d e r k s m e n t i o n e d , t h e Osudo 

West f i e l d due west o f our a c r e a g e and t h e Osudo f i e l d 

t o t h e s o u t h a r e b o t h on s t a t e w i d e 2i20-acre s p a c i n g . 

My e x p e r i e n c e has been i n t h e Morrow, t h e l a t e r a l 

d i s c o n t i n u i t i e s t h a t we see i n t h e Morrow i n g e n e r a l , 

t h a t 320 a c r e s sometimes i s n o t d r a i n e d . I t h i n k t h a t 

a p p l i e s i n t h i s p a r t i c u l a r a r e a as w e l l . 
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Q. What w o u l d you recommend t h e e x a m i n e r do 

w i t h r e g a r d s t o any p o o l r u l e change i n o r d e r t o s o l v e 

t h a t p r o b l e m ? 

A. I w o u l d recommend an e x c e p t i o n be g r a n t e d 

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

S e c t i o n 30. 

Q. I n a d d i t i o n , do y o u r e n g i n e e r i n g 

c o n c l u s i o n s s u p p o r t p r o v i d i n g an i n f i l l o p t i o n r u l e , 

an i n f i l l d r i l l i n g o p t i o n f o r t h e e n t i r e p o o l so t h a t 

any o p e r a t o r i n t h e p o o l w o u l d have t h e same 

o p p o r t u n i t y y o u ' r e s e e k i n g t o e x e r c i s e ? 

A. Yes. 

Q. Mr. A l d e r k s ' mapping o f t h e t h r e e p r i m a r y 

pay zones o f t h e p o o l f o r y o u r s e c t i o n shows t h a t a t 

l e a s t when you l o o k a t an i s o p a c h , you can f i n d t h a t 

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

packages a r e g o i n g t o be i n p l a c e so t h a t a s i n g l e 

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

s h o u l d e x i s t i n S e c t i o n 30, w o u l d t h a t a l l o w a s i n g l e 

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

gas r e s e r v e s f o r t h e s e c t i o n ? 

A. No, s i r . 

Q. Have you done any e n g i n e e r i n g c a l c u l a t i o n s 

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

t h e s e 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 o r some 
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p e r i o d o f t i m e ? 

A. Yes, s i r , I have. 

Q. B e f o r e we t a l k a b o u t t h e d e t a i l s o f t h e 

map, d e s c r i b e t h e method. What m e t h o d o l o g y d i d you 

employ as a r e s e r v o i r e n g i n e e r t o examine t h a t i s s u e ? 

A. W e l l , what I d i d f i r s t i s I went t h r o u g h 

and I examined l o g s t h a t I had a v a i l a b l e t o me 

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

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

U s i n g t h o s e p e t r o p h y s i c a l p a r a m e t e r s and a 75 p e r c e n t 

r e c o v e r y e f f i c i e n c y , I c a l c u l a t e d r e c o v e r a b l e gas i n 

p l a c e . 

Then t a k i n g t h e p r o d u c t i o n f r o m each one o f 

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

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

u l t i m a t e s , I went t h r o u g h and d e t e r m i n e d , u s i n g t h a t 

r e c o v e r a b l e gas i n p l a c e , an e s t i m a t e d d r a i n a g e a r e a 

f o r each one o f t h e s e w e l l s . 

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

summary d i s p l a y ? 

A. I s u r e have. T h a t ' s E x h i b i t 7. 

Q. 8? 

A . 8 . 

Q. I t h i n k so. 

A. I'm s o r r y . 
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Q. 8? Okay. The method used was t h e same f o r 

each o f t h e c a l c u l a t i o n s ? 

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

p a r a m e t e r s , coming up w i t h a d i f f e r e n t gas i n p l a c e , 

b u t u s i n g a common r e c o v e r y e f f i c i e n c y o f 75 p e r c e n t . 

Q. L e t ' s go t h r o u g h t h e s p r e a d s h e e t and l o o k 

a t some examples. A l l r i g h t ? 

A. Yes, s i r . 

Q. I f y o u ' l l l o o k on t h e e x h i b i t and f i n d t h e 

d r a i n a g e a r e a t h a t you c a l c u l a t e d , w h i c h i s t h e second 

t o r i g h t column? 

A. R i g h t . 

Q. I t says Area D r a i n e d i n A c r e s . For t h e s e 

w e l l s , r e g a r d l e s s o f t h e zone d r a i n e d , you have 

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

what number and what number? 

A. I have 11 a c r e s a l l t h e way up t o 418 

a c r e s . 

Q. D i d you f i n d any example i n t h e p o o l o f any 

w e l l t h a t had t h e c a p a c i t y o r a b i l i t y t o d r a i n 640 

a c r e s ? 

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

Q. I s t h e l a r g e s t s i n g l e example o f a d r a i n a g e 

a r e a f o r a w e l l t h e Jake Hamon S t a t e E 1 w e l l t h a t had 

418 a c r e s ? 
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A. Yes, s i r . T h a t i s t h e b e s t p r o d u c e r o r 

b e s t w e l l i n t h e p o o l . 

Q. L e t ' s l o o k a t E x h i b i t 9, as w e l l as E x h i b i t 

8, so i t w i l l h e l p us l o c a t e t h e w e l l s . I'm 

i n t e r e s t e d i n t h e r e l a t i o n s h i p what i s now t h e 

M a r a t h o n w e l l t o t h e two w e l l s t h a t were p r o d u c e d i n 

S e c t i o n 30. Th e r e ' s a t h r e e - w e l l a r e a . 

A. R i g h t . 

Q. Okay? When we l o o k a t Mr. A l d e r k s ' 

g e o l o g i c d i s p l a y s , we f i n d t h a t t h e M a r a t h o n w e l l was 

p e r f o r a t e d and p r o d u c e d f r o m t h e u p p e r Morrow pay 

i n t e r v a l . We l o o k a t h i s u p p e r pay i n t e r v a l n e t 

i s o p a c h , i t g i v e s him t e n f e e t . Okay? 

A. Yes, s i r . 

Q. I t cum'd 5.8 Bcf o f gas o u t o f t h a t zone. 

What do you c a l c u l a t e t h a t zone t o have d r a i n e d , i f 

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

c a l c u l a t i o n t h a t you made? 

A. W e l l , t h a t w e l l has cum'd 5.7 B c f . Based 

on d e c l i n e c u r v e a n a l y s i s , I ' v e come up w i t h e s t i m a t e d 

u l t i m a t e o f a b o u t 7.3 B c f . U s i n g t h a t 7.3 B c f , I 

c a l c u l a t e d an e s t i m a t e d d r a i n a g e a r e a o f 368 a c r e s . 

Q. L e t ' s go 4 0 - a c r e o f f s e t t o t h e w e s t and 

p i c k up t h e M i t c h e l l Energy U n i o n S t a t e w e l l . Okay? 

You f i n d t h a t w e l l , and i t has been p r o d u c e d o u t o f 
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b o t h t h e u p p e r and t h e l o w e r pay on t h e i s o p a c h s , you 

g e t 16 f e e t o u t o f t h e u p p e r , you g e t 18 f e e t o u t o f 

t h e l o w e r , what do you show f o r i t s cum and u l t i m a t e 

gas r e c o v e r y ? 

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

Based on d e c l i n e c u r v e a n a l y s i s , I have an e s t i m a t e d 

u l t i m a t e o f 2.9 B c f . T h a t r e s u l t s i n an a r e a d r a i n e d 

o f a b o u t 109 a c r e s . 

Q. Do y o u r c a l c u l a t i o n s s e p a r a t e o u t t h e two 

sand members, one f r o m a n o t h e r , i n t h a t w e l l b o r e ? 

T h a t won't do i t , w i l l i t ? 

A. W e l l , n o r m a l l y , i f I was t o do d r a i n a g e o r 

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

o f a common member, I w o u l d combine t h e cum's and 

p r o b a b l y draw a c i r c u l a r d r a i n a g e r a d i u s f r o m a common 

p o i n t . 

I n t h i s c ase, because I do have 

c o m b i n a t i o n s o f them, I chose t o r e p r e s e n t them on 

t h i s map as i n d i v i d u a l d r a i n a g e a r e a s . 

Q. When we l o o k a t t h e volume o f gas t h a t you 

have p r o j e c t e d f o r t h e u l t i m a t e gas r e c o v e r y f o r t h e 

M i t c h e l l w e l l , i t ' s t h e No. 2 w e l l , row 2 o f E x h i b i t 8 

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

A. Yes, s i r . 

Q. T h a t u l t i m a t e gas r e c o v e r y i s j u s t s h o r t o f 
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3 B c f ? 

A. Yes, s i r . 

Q. T h a t i s done f r o m d e c l i n e c u r v e a n a l y s i s ? 

A. Yes, s i r . 

Q. Based upon c u r r e n t p e r f o r a t i o n s i n t h a t 

w e l l b o r e ? 

A. Yes. 

Q. You have by m e t h o d o l o g y , a t l e a s t , combined 

t h e e f f e c t o f b o t h t h e uppe r and t h e l o w e r pay 

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

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

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

t e l l you what each i n d i v i d u a l sand member e f f e c t i v e l y 

has d r a i n e d ? 

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

Q. A l l r i g h t . When we l o o k a t t h e c i r c l e map, 

t h e b u b b l e map? 

A. Yes, s i r . 

Q. O b v i o u s l y , y o u ' r e n o t g o i n g t o have a 

w e l l b o r e t h a t ' s g o i n g t o have o v e r l a p p i n g d r a i n a g e 

c i r c l e s w i t h i t s o f f s e t t i n g w e l l b o r e ? 

A. T e c h n i c a l l y . 

Q. Yes. What a r e you t r y i n g t o r e p r e s e n t w i t h 

t h e d r a i n a g e c i r c l e s ? 

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

w e l l b o r e . 

Q. Can we draw t h e e n g i n e e r i n g c o n c l u s i o n f r o m 

t h e r e l a t i o n s h i p between t h e M a r a t h o n w e l l and y o u r 

U n i o n S t a t e 2 t h a t as t h o s e w e l l s compete w i t h each 

o t h e r i n t h e r e s e r v o i r , t h e y ' r e c o m p e t i n g , t o some 

e x t e n t , f o r d i f f e r e n t sand members' c o n t r i b u t i o n o f 

gas? 

A. Yes, we can. 

Q. You know t h a t as a f a c t , d o n ' t you? 

A. Yes, s i r , based on t h e p e r f o r a t e d 

i n t e r v a l s . 

Q. What does t h a t example t e l l you a b o u t 

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

A. W e l l , a t c u r r e n t s p a c i n g , 640 a c r e s i s 

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

o f S e c t i o n 30. 

Q. Can you a l s o c o n c l u d e t h a t i n t h e absence 

o f t h e M i t c h e l l U n i o n S t a t e w e l l , t h a t t h e M a r a t h o n 

w e l l w o u l d n o t have r e c o v e r e d a l l t h e gas t h a t i s now 

b e i n g p r o d u c e d i n p a r t by t h e M i t c h e l l Energy w e l l ? 

A. Yes, s i r . 

Q. Those w e l l s a r e c o m p e t i n g f o r s l i g h t l y 

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

A. Yes, s i r . 
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Q. L e t ' s l o o k a t wha t ' s happened t o gas 

r e s e r v e s i n S e c t i o n 30. Have you p r e p a r e d a 

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

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

A. Yes, s i r , I have. 

Q. T h a t ' s E x h i b i t No. 10? 

A. Yes, s i r . 

Q. D e s c r i b e f o r us what you've done. 

A. I d e a l l y what I ' v e done i s t a k e n t h e 

i s o p a c h s f o r each one o f t h e members t h a t Mr. A l d e r k s 

has mapped and assumed t h a t I w o u l d be a b l e t o 

e n c o u n t e r t h e n e t f o o t a g e t h a t he's g o t i s o p a c h e d 

t h e r e . 

What I ' v e done i s p l a n i m e t e r e d S e c t i o n 30 

and d e t e r m i n e d t h a t t h e t o t a l volume f o r t h e u p p e r , 

m i d d l e , and l o w e r members, a p p l i e d a r e c o v e r a b l e gas 

i n p l a c e , a g a i n u s i n g 75 p e r c e n t r e c o v e r y e f f i c i e n c y , 

and e s t i m a t e d t h e r e c o v e r a b l e gas i n p l a c e f o r S e c t i o n 

30. T h a t f i g u r e on E x h i b i t 10 i s 31.5 B c f . 

Q. Make s u r e I ' v e g o t i t f i g u r e d o u t . T h a t i s 

e s t i m a t e d r e c o v e r a b l e gas f o r t h e a r e a c o n t a i n e d based 

upon i s o p a c h a n a l y s i s u n d e r l y i n g S e c t i o n 30? 

A. Yes, s i r . 

Q. To g e t r e c o v e r a b l e gas f o r t h e s e c t i o n , 

have you assumed a p e r c e n t a g e r e c o v e r y ? 
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A. I n t h e gas i n p l a c e c a l c u l a t i o n , t h a t 

r e c o v e r y e f f i c i e n c y was 75 p e r c e n t , i f I u n d e r s t o o d 

y o u r q u e s t i o n c o r r e c t . 

Q. Yes, s i r . So t h e 31.5 B c f o f gas i s 

r e c o v e r a b l e o f gas assuming a 75 p e r c e n t e f f i c i e n c y o f 

r e c o v e r y ? 

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

Q. Of t h e 31.5 Bcf o f gas, how much o f t h e gas 

has been r e c o v e r e d by t h e c o m b i n a t i o n o f t h e e x i s t i n g 

two w e l l s i n t h a t s e c t i o n ? 

A. T h a t ' s t h e n e x t l i n e . 8.7 Bcf has been 

r e c o v e r e d t o d a t e . 

Q. Can you e x t r a p o l a t e o r f o r e c a s t f o r us what 

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

t h e r e c o v e r a b l e gas? 

A. The Un i o n S t a t e No. 2 i s t h e o n l y w e l l 

p r o d u c i n g c u r r e n t l y i n S e c t i o n 30, and i t i s e s t i m a t e d 

t o have a b o u t 165 m i l l i o n , w h i c h w i l l i n c r e a s e t h i s 

8.7 by t h a t amount, r o u g h l y 8.9 B c f . 

Q. So d e s p i t e t h e f a c t t h a t t h e M i t c h e l l U n i o n 

S t a t e 2 w e l l e n c o u n t e r e d two o f t h e t h r e e sand 

members, i t ' s g o t a t i n y b i t o f show, two f e e t i n t h e 

m i d d l e member, b u t p r e d o m i n a n t l y f r o m two o f t h e sand 

members, i t ' s g o i n g t o g e t 8.8 Bcf o f gas, c o m b i n a t i o n 

o f t h o s e two w e l l s , l e a v i n g i n t h e r e s e r v o i r l e f t t o 
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be r e c o v e r e d 22.5 Bcf o f gas? 

A. Yes, s i r , i d e a l l y . 

Q. How do you g e t t h e r e s t o f i t ? 

A. I w o u l d p r o p o s e by d r i l l i n g a second w e l l . 

Q. I f you d o n ' t d r i l l a second w e l l , what 

happens? 

A. I w o u l d assume t h a t we w o u l d n o t be a b l e t o 

r e c o v e r a s i g n i f i c a n t amount o f r e s e r v e s i n S e c t i o n 

3 0 . 

Q. I s t h a t t h e way we o u g h t t o be o p e r a t i n g 

t h i s r e s e r v o i r ? 

A. No, s i r . 

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

Move t h e i n t r o d u c t i o n o f Mr. R i c h a r d ' s 

E x h i b i t s 8, 9, and 10. 

EXAMINER CATANACH: E x h i b i t s 8, 9, and 10 

w i l l be a d m i t t e d as e v i d e n c e . 

MR. CARR: I have no q u e s t i o n s o f t h i s 

w i t n e s s . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. R i c h a r d , what i s t h e r e m a i n i n g l i f e o f 

t h e No. 2 w e l l ? 

A. I ' v e g o t down t o an economic l i m i t o f a b o u t 

1.1 m i l l i o n a month, I ' v e p r o b a b l y g o t a b o u t s i x y e a r s 
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r e m a i n i n g l i f e i s what I ' v e p r o j e c t e d . 

Q. Do you know what t h e c u r r e n t r a t e i s on 

t h a t w e l l ? 

A. Yes, s i r , a b o u t 58 Mcf a day. 

Q. F i f t y - e i g h t Mcf? 

A. Yes, s i r . 

Q. I d o n ' t suppose M i t c h e l l was p r e s e n t when 

t h i s p o o l was e s t a b l i s h e d o r t h e r u l e s were 

e s t a b l i s h e d ? 

A. No, s i r . T h i s a c r e a g e was a c q u i r e d u n d e r 

an Amoco p u r c h a s e i n , I t h i n k , 1990. 

Q. Do you know a n y t h i n g a b o u t why t h e i n i t i a l 

p o o l r u l e s were e s t a b l i s h e d a t 640 a c r e s ? 

A. No, I do n o t . 

Q. Do you know what t h e d i s c o v e r y w e l l o r t h e 

w e l l s t h a t were p r e s e n t e a r l y i n t h e l i f e o f t h e f i e l d 

were? 

A. I t h i n k t h e e a r l i e s t w e l l I have p r o d u c t i o n 

f r o m , p r o d u c t i o n i n f o r m a t i o n f r o m , i s t h e Jake L. 

Hamon U n i o n S t a t e No. 1. I t was d r i l l e d i n '66. I 

d o n ' t see a n y t h i n g -- I was t h i n k i n g I m i g h t have had 

— up i n S e c t i o n 17, U n i t l e t t e r N, I a l s o have a 

w e l l t h a t was d r i l l e d i n 1966, b u t I d o n ' t see any 

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

s t a n d p o i n t . 
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Q. Your E x h i b i t No. 8, i s t h i s an a n a l y s i s o f 

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

A. No, s i r , i t i s n o t . I was r a t h e r l i m i t e d 

as t o t h e amount o f l o g i n f o r m a t i o n I c o u l d g e t my 

hands on i n a s h o r t p e r i o d o f t i m e . As you can see, 

I ' v e had t o make some a s s u m p t i o n s , say, t h o s e w e l l s 

t h a t I d i d n o t have r e s i s t i v i t y l o g s on, I assumed 

s a t u r a t i o n s , and t h o s e w e l l s I d i d n ' t have p o r o s i t y 

l o g s on, t h e v e r y l a s t w e l l , No. 7, I had t o assume an 

av e r a g e p o r o s i t y t o come up w i t h a d r a i n a g e 

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

I guess I was c o n c e n t r a t i n g more on t h e 

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

Q. Were any o f t h e g e o l o g i c p a r a m e t e r s , 

p o r o s i t y , p e r m e a b i l i t y , were any o f them s i g n i f i c a n t l y 

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

i n t e r v a l s such t h a t one m i g h t d r a i n 640 w h i l e t h e 

o t h e r one m i g h t d r a i n s u b s t a n t i a l l y l e s s t h a n t h a t ? 

A. What I ' v e done i n t h i s summary, t h e h e i g h t 

c a l c u l a t i o n o r t h e f o o t a g e c a l c u l a t i o n t h a t I ' v e used 

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

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

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

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

p r o d u c t i v e i n t e r v a l . 
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I f I was t o t a k e h i s n e t maps w i t h l e s s , I 

guess, s t r i n g e n t p o r o s i t y c u t o f f s , I p r o b a b l y c o u l d 

have had a l o t s m a l l e r d r a i n a g e a r e a s , b u t what I ' v e 

done h e r e i s assume p r o b a b l y t h e w o r s t case s c e n a r i o 

f o r d r a i n a g e , i f you w i l l . 

I d o n ' t t h i n k I ' v e answered y o u r q u e s t i o n 

s p e c i f i c a l l y w h e t h e r o r n o t I see t h e same q u a l i t y 

a c r o s s . I f you l o o k a t t h e c r o s s - s e c t i o n s , t h e upp e r 

member i s p r e s e n t . I t v a r i e s i n q u a l i t y somewhat, b u t 

I c a n ' t say w h e t h e r o r n o t t h a t u p p e r member w i l l 

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

Q. There may have been some w e l l s t h a t have 

been d r i l l e d and p r o d u c e d i n t h i s p o o l whose d r a i n a g e 

a r e a may have exceeded a n y t h i n g you've g o t on t h i s . 

I s t h a t y o u r o p i n i o n ? I s t h a t a s a f e a s s u m p t i o n , o r 

i s t h a t n o t a s a f e a s s u m p t i o n ? 

A. I guess i n my c a l c u l a t i o n s -- y e s , t h a t i s 

p o s s i b l e . I t ' s p o s s i b l e b u t , i n my o p i n i o n , n o t 

p r o b a b l e . I t h i n k t h e No. 6 t h a t I have t h e r e w i t h 

t h e 418 a c r e s d r a i n a g e a r e a c a l c u l a t i o n , I'm 

p e r f o r a t e d a t a v e r y s m a l l i n t e r v a l , 17 f e e t . 

I n some o f t h e s e w e l l s I'm p e r f o r a t e d i n 

t r e m e n d o u s l y l a r g e i n t e r v a l s . I t ' s r e p o r t e d as a 

g r o s s i n t e r v a l . I t h i n k t h a t w e l l h a v i n g t h e h i g h e s t 

cum and p r o b a b l y t h e s m a l l e s t number o f f e e t 
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p e r f o r a t e d and p r o d u c e d f r o m p r o b a b l y has one o f t h e 

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

I d o n ' t see a n y t h i n g w i t h s i g n i f i c a n t l y h i g h e r 

c u m u l a t i v e p r o d u c t i o n . T h e r e f o r e , I w o u l d assume t h a t 

n o t h i n g has exceeded t h a t d r a i n a g e . 

Q. On y o u r e s t i m a t e o f r e c o v e r a b l e r e m a i n i n g 

r e s e r v e s i n S e c t i o n 30, t h a t ' s j u s t based upon t h e 

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

t h a t t h e sands a r e p r e s e n t and a r e t h a t t h i c k and a r e 

as t h i c k as t h e g e o l o g i s t has mapped them? 

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

d i f f e r e n t . 

Q. I n y o u r o p i n i o n , i s t h e r e any c o r r e l a t i v e 

r i g h t s i s s u e i f you've g o t two w e l l s , o r i s M a r a t h o n 

t h e o p e r a t o r o f S e c t i o n 29? 

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

Q. H a v i n g two w e l l s and p r o d u c i n g two w e l l s , 

do you f e e l t h a t ' s -- i s t h e r e a c o r r e l a t i v e r i g h t s 

i s s u e a t work h e r e , t o o , i n t h a t you t h i n k y ou need 

two w e l l s t o compete w i t h them, o r i s t h a t n o t an 

i s s u e ? 

A. I d o n ' t t h i n k i t ' s an i s s u e . 

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

have, Mr. K e l l a h i n . The w i t n e s s may be ex c u s e d . 

DON R. McCLUNG, 
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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 

BY MR. KELLAHIN: 

Q. Would 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 name i s Don R. McClung. I'm a s e n i o r 

landman f o r M i t c h e l l Energy C o r p o r a t i o n i n M i d l a n d , 

Texas. 

Q. Mr. McClung, on p r i o r o c c a s i o n s have you 

t e s t i f i e d b e f o r e t h e D i v i s i o n Examiner? 

A. Yes, s i r , I have. 

Q. Mr. McClung, were you asked t o a t t e m p t t o 

t a b u l a t e a l i s t o f p a r t i e s t h a t m i g h t have an i n t e r e s t 

w h i c h w o u l d be a f f e c t e d by t h e outcome o f a d e c i s i o n 

made i n t h i s p a r t i c u l a r case? 

A. Yes, I was. 

Q. Have you caused t o be g e n e r a t e d a l i s t t h a t 

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

t h e p o o l , as w e l l as, t o t h e b e s t o f y o u r a b i l i t y , 

i n t e r e s t owners t h a t m i g h t be a f f e c t e d by t h e i n f i l l 

d r i l l i n g o p t i o n ? 

A. Yes, s i r . T h a t i n f o r m a t i o n shows up as o u r 

s e r v i c e l i s t , w h i c h I b e l i e v e i s p a r t o f E x h i b i t 1 1 . 

MR. KELLAHIN: We t e n d e r Mr. McClung as an 
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e x p e r t p e t r o l e u m landman. 

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

Q. (BY MR. KELLAHIN) T h i s i s marked as 

E x h i b i t No. 1 1 , Mr. McClung. D e s c r i b e f o r us t h e 

method t h a t was employed t o g e n e r a t e t h e n o t i c e l i s t . 

A. I was asked t o c o n d u c t a s e a r c h o f t h e 

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

c o n t i g u o u s t o o u r s e c t i o n , b e i n g M i t c h e l l Energy 

C o r p o r a t i o n t h e r e i n S e c t i o n 30. The e i g h t s e c t i o n s 

s u r r o u n d i n g S e c t i o n 30, o f t h e e i g h t , seven o f them 

were s t a t e - o w n e d m i n e r a l s . And i n t h a t case what we 

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

And t h e r e m a i n i n g s e c t i o n was f e e a c r e a g e , 

and I chec k e d t h a t s e c t i o n a t Cap Rock A b s t r a c t t h e r e 

i n M i d l a n d , Texas. 

Q. I n a d d i t i o n , do y o u r n o t i c e e f f o r t s i n c l u d e 

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

A. Yes, s i r . 

Q. As a r e s u l t o f t h a t e f f o r t , how many 

n o t i c e s d i d you cause t o be s e n t o u t o f M i t c h e l l ' s 

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

A. I b e l i e v e a p p r o x i m a t e l y 1 2 1 . 

Q. As a r e s u l t o f t h a t n o t i f i c a t i o n e f f o r t , 

have you r e c e i v e d any i n q u i r i e s f r o m any o f t h o s e 

p a r t i e s f o r w h i c h n o t i c e was a t t e m p t e d ? 
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A. No, s i r . 

Q. The S e c t i o n 30 t h a t i s t h e s p e c i f i c t o p i c 

o f y o u r company's c o n c e r n , what i s t h e a c r e a g e 

a r r a n g e m e n t w i t h i n S e c t i o n 30? 

A. I t ' s c o v e r e d by an o p e r a t i n g a g r e e m e n t , 

1965 v i n t a g e , J a n u a r y o f 1965, and t h e r e ' s 

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

now i n S e c t i o n 30. 

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

f o r p u r p o s e s o f a 640 s p a c i n g u n i t ? 

A. Yes, s i r . 

Q. And i t ' s c u r r e n t l y d e d i c a t e d t o p r o d u c t i o n 

f r o m t h a t e x i s t i n g w e l l t h a t ' s s t i l l p r o d u c t i v e ? 

A. Yes, s i r . 

MR. KELLAHIN: T h a t c o n c l u d e s my 

e x a m i n a t i o n o f Mr. McClung. 

We'd move t h e i n t r o d u c t i o n o f t h e 

C e r t i f i c a t e o f N o t i c e w h i c h i s marked as M i t c h e l l 

E x h i b i t No. 1 1 . I t has been a t t e s t e d t o by Mark 

S t e p h e n s o n . He's p r e s e n t i n t h e h e a r i n g room, and he 

can v e r i f y h i s c e r t i f i c a t e i f t h e D i v i s i o n d e s i r e s . 

But w i t h t h e i n t r o d u c t i o n o f t h a t e x h i b i t , t h a t 

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

EXAMINATION 

BY EXAMINER CATANACH: 
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Q. Mr. McClung, does y o u r l i s t o f i n t e r e s t 

owners r e p r e s e n t a l l i n t e r e s t owners w i t h i n t h e p o o l ? 

A. No, s i r , j u s t t h e s e c t i o n s c o n t i g u o u s t o 

S e c t i o n 30, as w e l l as t h e o p e r a t o r s i n t h e p o o l s . 

Q. The o p e r a t o r s i n t h e p o o l . Not n e c e s s a r i l y 

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

A. No, s i r . 

Q. Anybody o u t s i d e t h e p o o l ? 

A. No . 

Q. I'm a l i t t l e b i t c o n f u s e d h e r e . You've g o t 

121 d i f f e r e n t e n t i t i e s ? 

A. Yes, s i r . 

Q. Those a r e n ' t a l l o p e r a t o r s ? 

A. No, s i r . What we d i d i s t o o k a l l w o r k i n g 

i n t e r e s t owners. I n t h e e v e n t t h e r e were u n l e a s e d 

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

was l e a s e d a r o u n d S e c t i o n 30. So what you see 

r e p r e s e n t e d on t h e l i s t t h e r e b a s i c a l l y i s a l l w o r k i n g 

i n t e r e s t owners, owners o f o p e r a t i n g r i g h t s , and a l s o 

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

Q. W i t h i n S e c t i o n 30 and a l l t h e s e c t i o n s 

a r o u n d i t ? 

A. Yes. 

EXAMINER CATANACH: I d o n ' t have 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. C a r r ? 
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MR. KELLAHIN: I may have some comments 

a b o u t i t . I'm a n x i o u s l y w a i t i n g t o see what Mr. C a r r 

has t o say. 

EXAMINER CATANACH: Okay, Mr. C a r r , what do 

you have t o say? 

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

N e a r b u r g P r o d u c i n g Company i s an o p e r a t o r i n t h e N o r t h 

Osudo-Morrow Gas P o o l , w h i c h c o u l d be a f f e c t e d by t h i s 

a p p l i c a t i o n . N e a r b u r g has no o b j e c t i o n t o M i t c h e l l 

E nergy C o r p o r a t i o n ' s r e q u e s t f o r an e x c e p t i o n t o R u l e 

(2) o f t h e S p e c i a l R u l e s and R e g u l a t i o n s t o a l l o w a 

second w e l l t o be d r i l l e d on t h e e x i s t i n g 640- a c r e 

s p a c i n g and p r o r a t i o n u n i t c o m p r i s e d o f S e c t i o n 30, 

Township 20 S o u t h , Range 36 E a s t . 

N e a r b u r g P r o d u c i n g Company, however, w o u l d 

oppose amendment o f t h e p o o l r u l e s t o e s t a b l i s h i n f i l l 

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

EXAMINER CATANACH: Mr. K e l l a h i n ? 

MR. KELLAHIN: Mr. Ca t a n a c h , we've g o t a 

d i n o s a u r on o u r hands h e r e . You can see as a 

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

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

s i n g l e gas w e l l i n t h i s p o o l . You can see as a 

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

r e q u i r e d more t h a n a s i n g l e gas w e l l . 
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We t h i n k t h e t i m e has come t o u p g r a d e t h e 

f l e x i b i l i t y o f t h e s e p o o l r u l e s . The N o r t h 

Osudo-Morrow Gas P o o l on 640 s p a c i n g i s one o f j u s t 

two o r t h r e e , I t h i n k , t h a t a r e l e f t on 640 s p a c i n g . 

The o r i g i n a l r u l e s were a d o p t e d a t t h e 

r e q u e s t o f Pan-American P e t r o l e u m C o r p o r a t i o n i n 1967 

by Examiner E l v i s U t z . They a p p a r e n t l y have s t a y e d i n 

p l a c e a l l t h i s p e r i o d o f t i m e . As a p r a c t i c a l m a t t e r , 

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

a d d i t i o n a l w e l l s . 

We t h i n k t h e f l e x i b i l i t y does no harm. 

I t ' s t h e o p p o r t u n i t y f o r u n i q u e r e s e r v e s . I t p r o v i d e s 

t o N e a r b u r g and a l l t h e r e s t t h e o p t i o n b u t n o t t h e 

o b l i g a t i o n t o have a second w e l l . The i m p a c t o f 

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

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

recommend t h a t you g r a n t a p p r o v a l o f t h e p o o l r u l e 

change t h a t M i t c h e l l has s o u g h t t o have a d o p t e d by t h e 

D i v i s i o n . 

EXAMINER CATANACH: T h a n k y o u , Mr. 

K e l l a h i n ? A n y t h i n g f u r t h e r i n t h i s case? 

MR. KELLAHIN: No, s i r . 

EXAMINER CATANACH: There b e i n g n o t h i n g 

f u r t h e r , t h i s c ase, 10847, w i l l be t a k e n u n d e r 

a d v i s e m e n t . 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 

) ss . 

COUNTY OF SANTA FE ) 

I , Deborah O'Bine, C e r t i f i e d S h o r t h a n d 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t I 

caused my n o t e s t o be t r a n s c r i b e d u n d e r my p e r s o n a l 

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

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

h e a r i n g . 

o r employee o f any o f t h e p a r t i e s o r a t t o r n e y s 

i n v o l v e d i n t h i s m a t t e r and t h a t I have no p e r s o n a l 

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

I FURTHER CERTIFY t h a t I am n o t a r e l a t i v e 

WITNESS MY HAND AND SEAL, O c t o b e r 16, 1993. 

DEBORAH O'BINE 
CCR No. 63 

' ^ O t i Conserve./: 
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