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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. 10775 

APPLICATION OF SANTA FE ENERGY 
OPERATING PARTNERS, L.P. 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

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

O c t o b e r 7 , 199 3 

Santa Fe, New Mex i c o 

T h i s m a t t e r came o.i 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. 10775 

PAGE 
APPEARANCES 4 

SANTA FE ENERGY OPERATING PARTNERS WITNESSES: 

CURTIS SMITH 
E x a m i n a t i o n by Mr. B r u c e 5 
E x a m i n a t i o n b y E x a m i n e r C a t a n a c h 9 

LOUIS GOLDSTEIN 
E x a m i n a t i o n by Mr. B r u c e 9 
E x a m i n a t i o n b y Mr. C a r r 23 
E x a m i n a t i o n by E x a m i n e r C a t a n a c h 33 

RANDY M. OFFENBERGER 
E x a m i n a t i o n by Mr. B r u c e 33 
E x a m i n a t i o n by Mr. C a r r 45 
E x a m i n a t i o n by E x a m i n e r C a t a n a c h 52 
F u r t h e r E x a m i n a t i o n b y Mr. B r u c e 54 

TEXACO'S WITNESSES: 

ALLEN R. SPELMAN 
E x a m i n a t i o n by Mr. C a r r 
E x a m i n a t i o n b y Mr. B r u c e 
E x a m i n a t i o n by E x a m i n e r C a t a n a c h 

55 
7 1 
74 

J I M DORE 
E x a m i n a t i o n by Mr. C a r r 
E x a m i n a t i o n b y Mr. B r u c e 

76 
82 

REPORTER'S CERTIFICATE 9 1 
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E X H I B I T S 

FOR SANTA FE ENERGY OPERATING PARTNERS 

I D ADMTD 
E x h i b i t 1 
E x h i b i t 2 
E x h i b i t 2A 
E x h i b i t 3 
E x h i b i t 4 
E x h i b i t 4A 
E x h i b i t 5 
E x h i b i t 6A 
E x h i b i t 6B 
E x h i b i t 7 
E x h i b i t 8 

7 
7 
8 

11 
12 
14 
16 
34 
3 6 
40 
4 1 

9 
9 
9 

23 
2 3 
23 
23 
45 
45 
45 
45 

FOR TEXACO 

E x h i b i t 1 60 71 
E x h i b i t 2 64 71 
E x h i b i t 3 65 71 
E x h i b i t 4 65 7 1 
E x h i b i t 5 66 71 
E x h i b i t 6 67 71 
E x h i b i t 7 68 71 
E x h i b i t 8 79 82 
E x h i b i t 9 79 82 
E x h i b i t 10 79 82 
E x h i b i t 11 79 82 
E x h i b i t 12 79 82 
E x h i b i t 13 79 82 
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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 M e x i c o 87501 

FOR THE APPLICANT: HINKLE, COX, EATON, COFFIELD 
& HENSLEY 

P.O. Box 2068 
Santa Fe, New Mex i c o 87504 
BY: JAMES G. BRUCE, ESQ. 

FOR TEXACO, ENRON, CAMPBELL, CARR, BERGE & 
and READ & STEVENS: SHERIDAN, P.A. 

P.O. Box 2208 
Santa Fe, New M e 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 , and a t t h i s t i m e w e ' l l c a l l Case 10775. 

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

Energy O p e r a t i n g P a r t n e r s L.P. f o r an u n o r t h o d o x 

i n f i l l gas w e l l l o c a t i o n and s i m u l t a n e o u s d e d i c a t i o n , 

Eddy Co u n t y , 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. BRUCE: Mr. Ex a m i n e r , my name i s J i m 

Bruce f r o m t h e H i n k l e law f i r m i n Santa Fe 

r e p r e s e n t i n g 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 . 

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

a p p e a r a n c e s ? 

MR. CARR: May i t p l e a s e t h e Exam 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 . I'm e n t e r i n g an 

ap p e a r a n c e on b e h a l f o f Texaco E x p l o r a t i o n & 

P r o d u c t i o n , I n c . , f o r whom I have two w i t n e s s ; Enron 

O i l & Gas Company, f o r whom I have one; and I'm a l s o 

e n t e r i n g an appe a r a n c e f o r Read & S t e v e n s , I n c . 

MR. STOVALL: For whom you have none? 

MR. CARR: For whom I have none. 

EXAMINER CATANACH: Okay. L e t ' s g e t t h e 

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

( W i t n e s s e s sworn.) 
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CURTIS SMITH, 

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. BRUCE: 

Q. Would you p l e a s e s t a t e y o u r name f o r t h e 

r e c o r d ? 

A. My name i s C u r t i s S m i t h . 

MR. BRUCE: Mr. Examiner, i f Mr. C a r r has 

no o b j e c t i o n , Mr. S m i t h was p r e v i o u s l y sworn i n and 

q u a l i f i e d as an e x p e r t p e t r o l e u m landman e a r l i e r 

t o d a y , and I ' d move h i s a d m i s s i o n as an e x p e r t 

landman. 

EXAMINER CATANACH: Any o b j e c t i o n , Mr. 

C a r r ? 

MR. CARR: No o b j e c t i o n . 

EXAMINER CATANACH: The r e c o r d s h a l l so 

r e f l e c t . 

Q. (BY MR. BRUCE) B r i e f l y , Mr. S m i t h what i s 

i t Santa Fe Energy seeks t o d a y ? 

A. Santa Fe seeks p e r m i s s i o n t o d r i l l i t s 

Malaga " 1 " No. 2 w e l l t o t e s t t h e A t o k a f o r m a t i o n a t 

an u n o r t h o d o x l o c a t i o n 1980 f e e t f r o m t h e s o u t h l i n e 

and 660 f e e t f r o m t h e e a s t l i n e o f S e c t i o n 1, Township 

24 S o u t h , Range 28 E a s t , Eddy County, New M e x i c o . 
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Santa Fe seeks t o s i m u l t a n e o u s l y d e d i c a t e 

t h e No. 2 w e l l t o g e t h e r w i t h i t s e x i s t i n g Malaga Fed 

" 1 " No. 1 w e l l l o c a t e d 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 1 t o t h e s o u t h h a l f o f S e c t i o n 1. 

The No. 1 w e l l i s 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 A t o k a f o r m a t i o n . 

Q. Would you i d e n t i f y E x h i b i t 1 f o r t h e 

ex a m i n e r ? 

A. E x h i b i t 1 i s a l a n d p l a t m a r k i n g t h e 

l o c a t i o n o f t h e e x i s t i n g No. 1 w e l l and t h e p r o p o s e d 

No. 2 w e l l . The o f f s e t o p e r a t o r t h a t ' s shown on t h e 

p l a t , and t h e y a r e a l s o l i s t e d on t h e second page o f 

t h e e x h i b i t . The p r i m a r y o f f s e t o p e r a t o r i s Texaco t o 

t h e e a s t and Enron t o t h e n o r t h . 

Q. To t h e n o r t h i s t h e p r o p o s e d w e l l l o c a t i o n 

e n c r o a c h i n g on Enron's acreage? 

A. No. We a r e s t a n d a r d 660 f e e t f r o m t h e 

n o r t h h a l f o f t h e u n i t o r 660 f e e t f r o m o u r s i d e 

b o u n d a r y . 

Q. Were t h e o f f s e t o p e r a t o r s n o t i f i e d o f t h i s 

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

A. Yes, t h e y were. And E x h i b i t 2 i s my 

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

c e r t i f i e d r e t u r n r e c e i p t s . 

Q. Now, t h i s a p p l i c a t i o n was o r i g i n a l l y s e t 

CUMBRE COURT REPORTING 
P.O. BOX 9262 
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f o r t h e J u l y 2 9 t h h e a r i n g , was i t n o t ? 

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

Q. And i t was c o n t i n u e d s e v e r a l t i m e s ? 

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

Q. One l a s t q u e s t i o n , Mr. S m i t h , what i s t h e 

c o s t o f Santa Fe's p r o p o s e d w e l l ? 

A. The a n t i c i p a t e d c o s t o f t h e w e l l i s $937 

f o r a d r y h o l e and $1,321,000 f o r a c o m p l e t e d w e l l . 

S anta Fe i s w i l l i n g t o i n v e s t a s u b s t a n t i a l sum t o 

r e c o v e r t h e r e s e r v e s o u r g e o l o g i s t and e n g i n e e r 

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

Q. I b e l i e v e I o m i t t e d one e x h i b i t . What i s 

E x h i b i t 2A? 

A. E x h i b i t 2A i s o u r l e t t e r t o K a i s e r F r a n c i s , 

r e q u e s t i n g a w a i v e r o f t h e 20-day n o t i f i c a t i o n p e r i o d , 

w h i c h I b e l i e v e u l t i m a t e l y was u n n e c e s s a r y s i n c e we 

c o n t i n u e d t h e h e a r i n g , and t h e y were g i v e n a 20-day 

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

t h e y ' v e g i v e n us t h e w a i v e r . 

Q. Were E x h i b i t s 1 , 2 and 2A p r e p a r e d by you 

or u n d e r y o u r d i r e c t i o n o r c o m p i l e d f r o m company 

r e c o r d s ? 

A. Yes, t h e y were. 

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

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

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 
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p r e v e n t i o n o f waste? 

A. Yes, i t i s . 

MR. BRUCE: Mr. Ex a m i n e r , I t e n d e r Santa Fe 

E x h i b i t s 1 , 2, and 2A. 

EXAMINER CATANACH: E x h i b i t s 1, 2, and 2A 

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

EXAMINER CATANACH: Mr. C a r r ? 

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

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. S m i t h , t h e o n l y p a r t y b e i n g crowded by 

t h e u n o r t h o d o x l o c a t i o n i s Texaco i n S e c t i o n 6? 

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

Q. B u t you d i d n o t i f y e v e r y b o d y t h a t s u r r o u n d s 

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

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

Q. Due t o t h e i n f i l l w e l l ? 

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

EXAMINER CATANACH: I have n o t h i n g f u r t h e r . 

MR. BRUCE: C a l l Mr. G o l d s t e i n t o t h e 

s t a n d . 

LOUIS GOLDSTEIN, 

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 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 
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BY MR. BRUCE: 

Q. Would you p l e a s e s t a t e y o u r name f o r t h e 

r e c o r d . 

A. My name i s L o u i s G o l d s t e i n . 

Q. Who do you work f o r and i n what c a p a c i t y ? 

A. I'm a g e o l o g i s t employed by Santa Fe Energy 

Resources i n M i d l a n d , Texas. 

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

D i v i s i o n ? 

A. No, I have n o t t e s t i f i e d b e f o r e t h i s b o a r d . 

Q. Would you p l e a s e o u t l i n e f o r t h e D i v i s i o n 

y o u r e d u c a t i o n a l and employment b a c k g r o u n d . 

A. Yes. I g o t my b a c h e l o r ' s o f s c i e n c e d e g r e e 

i n g e o l o g y i n 1980 f r o m t h e S t a t e U n i v e r s i t y o f New 

York C o l l e g e a t F r e d o n i a . I ' v e s p e n t t h e l a s t 12-3/4 

y e a r s employed as a g e o l o g i s t , f r o m 1981 t o 1985 w i t h 

Samson Resources Company i n T u l s a , Oklahoma; f r o m 

F e b r u a r y '85 t h r o u g h A p r i l '87 w i t h Energy 

A c q u i s i t i o n s , I n c . , i n T u l s a , Oklahoma; A u g u s t '87 

t h r o u g h A p r i l '90 w i t h Texas O i l & Gas P r o d u c t i o n 

C o r p o r a t i o n i n Oklahoma C i t y ; and A p r i l '90 t o p r e s e n t 

w i t h Santa Fe Energy R e s o u r c e s , f i r s t i n H o u s t o n and 

now i n M i d l a n d , Texas. 

I ' v e a l s o t e s t i f i e d and been a q u a l i f i e d 

w i t n e s s b e f o r e t h e Oklahoma C o r p o r a t i o n Commission. 
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Q. Are you f a m i l i a r w i t h t h e g e o l o g i c a l 

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

A . Yes, I am. 

Q. Have you c o n d u c t e d g e o l o g i c a l s t u d y and 

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

A. Yes, I have. 

MR. BRUCE: Mr. Examiner, I w o u l d t e n d e r 

Mr. G o l d s t e i n 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: Mr. G o l d s t e i n i s so 

q u a l i f i e d . 

Q. (BY MR. BRUCE) Mr. G o l d s t e i n , w o u l d you 

p l e a s e r e f e r t o Santa Fe E x h i b i t 3 and i d e n t i f y i t f o r 

t h e e x a m i n e r . 

A. Yes. E x h i b i t 3 was p r e p a r e d by me. I t ' s a 

s t r u c t u r e map on t h e Top o f t h e Lower A t o k a 

f o r m a t i o n . I t was p r e p a r e d and shows t h a t t h e 

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

p e r m i l e . 

I t shows o u r l o c a t i o n , o u r u n o r t h o d o x 

l o c a t i o n i n t h e s o u t h e a s t o f S e c t i o n 1. I t a l s o shows 

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

t h e AD member o f t h e A t o k a f o r m a t i o n . 

I n t h i s p a r t i c u l a r a r e a , t h e Malaga P o o l 

and t h i s a r e a i n g e n e r a l , t h e r e a r e a number o f 

d i f f e r e n t A t o k a sands and l i m e s w h i c h p r o d u c e , some o f 
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w h i c h a r e t h e AB, AC, AD, A t o k a bank l i m e s t o n e , and AE 

sands. Our p r i m a r y o b j e c t i v e i s t h e A t o k a AD sand. 

And one o t h e r t h i n g a b o u t t h i s e x h i b i t i s 

t h e y e l l o w - c o l o r e d w e l l s a r e a l l w e l l s t h a t have 

p e r f o r a t e d t h e AD member. The AD may n o t be t h e main 

c o n t r i b u t i n g member i n t h e w e l l , b u t i f t h e w e l l was 

p e r f o r a t e d i n t h e AD, i t i s r e f l e c t e d i n y e l l o w on 

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

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

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

A-A' and B-B', w h i c h a r e p a r a l l e l c r o s s - s e c t i o n s , 

w h i c h w i l l be i n t r o d u c e d as a l a t e r e x h i b i t , E x h i b i t 

No. 5, I b e l i e v e . 

Q. Okay. L e t ' s move on f i r s t t o E x h i b i t 4. 

Would you i d e n t i f y t h a t f o r t h e e x a m i n e r and t e l l t h e 

ex a m i n e r what i t shows? 

A. Yes. E x h i b i t No. 4 i s an A t o k a AD sand n e t 

i s o p a c h , d e n s i t y p o r o s i t y g r e a t e r t h a n o r e q u a l t o 10 

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

r e s e r v o i r - q u a l i t y r o c k w i t h i n t h e AD member o f t h e 

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

T h i s e x h i b i t i l l u s t r a t e s s u b p a r a l l e l 

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

c h a n n e l s . As such , you have l i m i t e d b a r s a l o n g each 

r i v e r s y s t e m . 
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The dashed l i n e i n d i c a t e s t h e r i v e r l i m i t 

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

s y s t e m s . A l l t h e w e l l c o n t r o l o u t s i d e t h e dashed 

l i n e s , you won't have any g r o s s o r any n e t A t o k a AD 

sand o f any k i n d . W i t h i n t h e dashed l i m i t s o f t h e 

c h a n n e l s y s t e m s , you can have s i l t y r o c k , t i g h t r o c k , 

o r r e s e r v o i r - q u a l i t y r o c k . S i n c e t h a t i s n e t p o r o s i t y 

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

i n t e r p r e t e d t o be t h e r e s e r v o i r q u a l i t y r o c k w i t h i n 

t h e s e c h a n n e l s y s t e m s . 

Our main o b j e c t i v e i n d r i l l i n g and 

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

l o c a t i o n i n t h e s o u t h e a s t o f S e c t i o n 1 i s so t h a t we 

can d r i l l a w e l l w h i c h i s more o r l e s s on d e p o s i t i o n a l 

s t r i k e w i t h t h e Enron Malaga w e l l d r i l l e d i n t h e 

s o u t h e a s t o f S e c t i o n 36. 

On t h e e a s t e r n t r e n d o f p r o d u c t i o n , i f you 

w i l l , t h e Enron w e l l i n t h e s o u t h e a s t o f 36 i s t h e 

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

w e l l s . And so we want t o be b a s i c a l l y on s t r i k e y e t 

i n a s e p a r a t e pod w i t h t h a t — w i t h t h e d e p o s i t i o n i n 

t h e s e c t i o n s o u t h e a s t o f 36. 

T h a t ' s what we're a t t e m p t i n g t o do, and t h a t ' s 

why we need t o go ahead and crowd t o t h e e a s t i n 

S e c t i o n 1 i n o r d e r t o o p t i m i z e o u r g e o l o g i c l o c a t i o n , 
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t o f i n d o u r own d i s c r e t e r e s e r v o i r w i t h i n t h e sy s t e m . 

Q. And, once a g a i n , y o u r p r i m a r y zone i s t h e 

AD A t o k a i t s e l f ? 

A. T h a t ' s c o r r e c t , AD zone i s o u r main 

o b j e c t i v e . 

Q. Would you i d e n t i f y E x h i b i t 4A f o r t h e 

e x a m i n e r and t e l l us what i t shows? 

A. E x h i b i t 4A i s a map o f o u r s e c o n d a r y 

o b j e c t i v e . I t i s a map o f t h e n e t d e n s i t y p o r o s i t y 

sand g r e a t e r t h a n o r e q u a l t o — 

MR. STOVALL: What's 4A l o o k l i k e , j u s t so 

we ' r e 

THE WITNESS: 4A l o o k s n o t v e r y p r e t t y . 

MR. STOVALL: I s t h a t i t ? 

MR. BRUCE: I t ' s marked i n t h e u p p e r l e f t -

hand c o r n e r . 

MR. STOVALL: So i t i s . 

THE WITNESS: K i n d o f h a r d t o t e l l w i t h t h e 

way t h a t b e a u t i f u l d r a f t i n g i s done. 

Q. (BY MR. BRUCE) F i r s t , b e f o r e you b e g i n , i s 

t h i s a s e c o n d a r y o b j e c t i v e ? 

A. Yes. T h i s i s o u r s e c o n d a r y o b j e c t i v e i n 

d r i l l i n g o u r t e s t w e l l . As you can see by l o o k i n g a t 

t h e l o c a t i o n compared t o t h e t h i c k on t h e n e t i s o p a c h , 

we a r e n o t o p t i m i z e d t o e n c o u n t e r t h e t h i c k e s t 
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p o s s i b l e AC. We j u s t t h i n k i t w i l l be a zone t h a t we 

e n c o u n t e r on t h e way down, and we w o u l d l i k e t h e r i g h t 

t o p r o d u c e t h a t zone as w e l l i n o u r w e l l b o r e . 

Q. I s y o u r e x i s t i n g Malaga Fed " 1 " No. 1 w e l l , 

t h e one 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 1 , 

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

A. The e x i s t i n g w e l l i s p e r f o r a t e d as shown by 

E x h i b i t 4 and E x h i b i t 4A i n t h e AD and t h e AC member 

o f t h e A t o k a f o r m a t i o n . I t i s a l s o p e r f o r a t e d i n t h e 

A t o k a bank t h a t as e n g i n e e r i n g t e s t i m o n y w i l l show, 

b o t h t h e AD and AC member a r e n o t c o n t r i b u t i n g t o t h e 

p r o d u c t i o n i n t h e Malaga Fed 1-1. 

Q. And t h i s map a l s o shows t h a t t h e Texaco 

a c r e a g e t o t h e e a s t i s n o t r e s p e c t i v e o r t h e AC j u s t 

i s n ' t t h e r e ? 

A. T h a t ' s c o r r e c t , n o t i n t h e Malaga H a r r o u n 

Com 1-6 w e l l b o r e . 

Q. And one f i n a l q u e s t i o n on t h i s , t h e Enron 

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

p r o d u c i n g f r o m t h e AC; i s t h a t c o r r e c t ? 

A. Yes, t h a t i s p r o d u c i n g o u t o f t h e AC, and I 

b e l i e v e t h e bank as w e l l . 

Q. L e t ' s move on t o t h e c r o s s - s e c t i o n , E x h i b i t 

5 . 

A. Okay. T h i s c r o s s - s e c t i o n i s somewhat b i g 
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and awkward. T h e r e ' s a r e a s o n why I p u t t h i s e x h i b i t 

on one p i e c e o f paper i n s t e a d o f s p r e a d i n g i t o u t . 

T h a t ' s so t h a t c o m p a r i s o n s can be made f r o m A-A' t o 

B-B' w h i c h a r e b a s i c a l l y r u n n i n g p a r a l l e l t o each 

o t h e r . 

What I'm a t t e m p t i n g t o do by t h i s e x h i b i t 

i s draw an a n a l o g y between w h a t ' s g o i n g on up i n t h e 

n o r t h i n S e c t i o n 36 and what's g o i n g on i n S e c t i o n 1 

f u r t h e r s o u t h . 

S p e c i f i c a l l y , t h i s was p u t t o g e t h e r f o r t h e 

AC sand. T h i s c r o s s - s e c t i o n a l s o s e r v e s t o show some 

o f t h e m u l t i p l e zone p r o d u c t i v e w i t h i n t h e A t o k a i n 

t h i s p a r t i c u l a r a r e a i n t h a t t h e s e w e l l s — you can 

see t h e AC sand d i s c r e t e f r o m t h e AD sand d i s c r e t e 

f r o m t h e A t o k a Bank. And you can see t h a t Top Lower 

A t o k a i n p u r p l e . T h i s i s what I made my s t r u c t u r e map 

on. 

T h i s i n t e r v a l i s r e l a t i v e l y u n i f o r m i n t h i s 

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

They a l l have d i s c r e t e l e v e l s i n w h i c h t h e y s i t . 

W i t h r e f e r e n c e t o t h e AD sand on t h e l e f t 

s i d e o f A-A', t h a t w e l l has 4 f e e t o f t y p e t h a t i s no 

n e t , no n e t p o r o s i t y g r e a t e r t h a n 10 p e r c e n t i n t h a t 

w e l l , t h e P h i l l i p s Malaga 1-C. As such i n t h e d e n s i t y 

i s o p a c h , i t ' s c o l o r e d i n y e l l o w because i t was 
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p e r f o r a t e d , b u t t h e r e i s no n e t pay i n t h a t w e l l . So 

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

t r e n d y e t o u t s i d e o f t h e p r o d u c t i v e pod, t h e 

p r o d u c t i v e l e n s , i f you w i l l . 

The P h i l l i p s Malaga 3-C, w h i c h i s t h e 

second w e l l i n on A-A', e n c o u n t e r e d 4 f e e t w i t h 

g r e a t e r t h a n 10 p e r c e n t d e n s i t y p o r o s i t y . I t i s on 

t h e w e s t e r n edge o f t h e p r o d u c t i v e member, p r o d u c t i v e 

sand l e n s , i f you w i l l . I t does show v e r y t h i n 

member. I t i s n o t y e t c o m p l e t e d . I t i s s t i l l i n t h e 

p r o c e s s o f b e i n g c o m p l e t e d as o f r i g h t now, as o f t h e 

l a t e s t PR r e p o r t o u t o f p e r f o r a t i o n s i n t h e AC and AD. 

And t h a t w e l l i s making 2.2 m i l l i o n a day, b u t i t has 

n o t been f i n a l e d and r e p o r t e d t o t h e s t a t e as o f y e t . 

O b v i o u s l y , t h e good w e l l and t h e w e l l we're 

t r y i n g t o d r i l l a m i r r o r t o w o u l d be t h e Enron 1 

Malaga 36 S t a t e . T h a t w e l l has 12 f e e t o f w e l l -

d e v e l o p e d AC sand. I t s i t s i n t h e m i d d l e o f t h a t 

p r o d u c t i v e s a n d b a r and shows n i c e s o l i d base, n i c e 

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

MR. STOVALL: What was t h a t , what k i n d o f 

d e p o s i t ? 

THE WITNESS: F l u v i a l . 

MR. STOVALL: You need t o make s u r e y o u ' r e 

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

THE WITNESS: Yes, s i r . 

The l a s t w e l l , t h e w e l l f u r t h e s t t o t h e 

e a s t on A-A', i s t h e Santa Fe Energy 1 H a r r o u n T r u s t 

31 Fed Com. T h a t w e l l has no n e t p o r o s i t y g r e a t e r 

t h a n 10 p e r c e n t . I t was p e r f o r a t e d i n t h e i n t e r v a l , 

and you can see some z o n a l d e v e l o p m e n t , t h i c k b u t 

s i l t y , i n t h a t w e l l . So i t w o u l d f a l l w i t h i n t h e 

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

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

T h a t a l l becomes more i n t e r e s t i n g when we 

l o o k a t B-B' f u r t h e r t o t h e s o u t h . The f i r s t w e l l i n 

B-B', t h e Santa Fe Energy 1 Malaga 1 Fed Com, you can 

see i t has f o u r f e e t , t h i n , t i g h t AD sand, v e r y much 

l i k e t h e P h i l l i p s Malaga 1-C on t h e l e f t s i d e o f 

A-A'. Those two a r e b a s i c a l l y on s t r i k e w i t h each 

o t h e r . V e r y t h i n , t i g h t sands. 

The P h i l l i p s Malaga 3-C w e l l has no 

co m p a r a b l e w e l l on t h i s c r o s s - s e c t i o n . I d o n ' t want 

t o d r i l l a w e l l t h a t has j u s t f o u r f e e t o f n e t sand. 

I want t o go ahead and o p t i m i z e my l o c a t i o n by movin g 

f u r t h e r e a s t , s i m i l a r t o where Enron d r i l l e d t h e i r 

Malaga S t a t e , f u r t h e r n o r t h . 

Then I have -- I b e l i e v e my sand p i n c h e s 

o u t and t h e n comes back i n t o a n o t h e r t h i n b a r i n t h e 
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G e t t y H a r r o u n Com 1-6. You can see t h e r e ' s p o r o s i t y , 

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

i f you l o o k a t t h e c h a r a c t e r o f t h a t w e l l and compare 

i t t o t h e Santa Fe H a r r o u n T r u s t , i t s i m p l y l o o k s l i k e 

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

T h e y ' r e c l o s e t o b e i n g on s t r i k e w i t h each 

o t h e r . T h i s one i s a l i t t l e b e t t e r d e v e l o p e d . T h i s 

one i s a l i t t l e s i l t i e r . You can go ahead and l o o k a t 

gamma r a y on t h o s e two l o g s . 

As su c h , I b e l i e v e t h e s t r i k e o r i e n t s 

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

s o u t h t o s o u t h e a s t i n t h i s d i r e c t i o n . And so w i t h 

t h i s on s t r i k e h e r e , t h e s e two w e l l s a r e on s t r i k e , i n 

o r d e r f o r us t o be on s t r i k e w i t h o u r w e l l i n S e c t i o n 

36, we need t o move e a s t i n S e c t i o n 1 i n o r d e r t o 

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

T h i s i s a r i s k y p r o s p e c t . Each o f t h e s e 

sand l e n s e s a r e r e l a t i v e l y l i m i t e d and d i s c r e t e . I n 

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

f i n d i n g t h e zone, we need t o d r i l l i n t h e most o p t i m a l 

p l a c e we can i n o r d e r t o h o p e f u l l y e n c o u n t e r maximum 

sand t h i c k n e s s . T h a t ' s t h e i n t e n t i n coming i n h e r e 

and g e t t i n g t h e u n o r t h o d o x l o c a t i o n . 

L e t me make one o t h e r p o i n t w h i l e t h e 

c r o s s - s e c t i o n i s o u t . And t h a t ' s t h e Santa Fe Energy 
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O p e r a t i n g P a r t n e r s ' 1 Malaga 1 Fed Com w i t h t h e 

p e r f o r a t i o n s as shown b e f o r e i n t h e AC and t h e AD and 

t h e A t o k a Bank, a l l shown on t h e west s i d e o f B-B' 

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

The A t o k a AD sand i t s e l f d o e s n ' t have any 

r e s e r v o i r - q u a l i t y r o c k a t a l l , j u s t f o u r f e e t t i g h t . 

The AC sand l o o k s l i k e i t c o n t r i b u t e d seven f e e t o f 

g r e a t e r t h a n 10 p e r c e n t d e n s i t y p o r o s i t y , b u t as 

e n g i n e e r i n g w i l l t e s t i f y , i t d i d n o t c o n t r i b u t e , and 

t h e r e a r e t h e p e r f o r a t i o n s i n t h e l i m e s t o n e A t o k a 

Bank, w h i c h i s t h e c o n t r i b u t i n g h o r i z o n i n t h e 

w e l l b o r e . 

Q. So l o o k i n g a t E x h i b i t 5 t o g e t h e r w i t h y o u r 

E x h i b i t 4, what y o u ' r e s a y i n g i s t h a t t h e w e l l s seem 

t o l i n e up on a s o u t h - s o u t h e a s t b a s i s ? 

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

Q. And as a r e s u l t — 

A. K i n d o f a n o r t h - n o r t h e a s t , s o u t h - s o u t h e a s t 

s t r i k e . 

Q. N o r t h - n o r t h w e s t t o s o u t h - s o u t h e a s t ? 

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

Q. As a r e s u l t , t o p l a c e -- t o e m u l a t e t h e 

Enron w e l l i n S e c t i o n 36, y o u ' r e l o c a t i n g y o u r w e l l 

s o u t h - s o u t h e a s t i n S e c t i o n 1? 

A. T h a t ' s c o r r e c t . 
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Q. L o o k i n g a t t h i s , j u s t f r o m a g e o l o g i c a l 

p e r s p e c t i v e , i s t h e r e any need f o r any t y p e o f p e n a l t y 

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

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

A. No. I t i s our i n t e n t t o d r i l l a r e s e r v o i r 

t h a t h a s n ' t been e n c o u n t e r e d by any o t h e r w e l l . I n 

our economic e v a l u a t i o n o f t h e a r e a , i t ' s n o t economic 

f o r us t o e i t h e r t r y t o g e t i n t o t h e same sandbar w i t h 

t h e Enron w e l l 36 o r t h e Texaco w e l l i n S e c t i o n 6, as 

e n g i n e e r i n g w i l l t e s t i f y . 

So we a r e t r y i n g t o f i n d o u r own sand body, 

and i t ' s r i s k y , and we d o n ' t f e e l t h a t any p e n a l t y 

s h o u l d be n e c e s s a r y . 

Q. So as f a r as t h e AD zone goes, y o u ' r e i n a 

d i f f e r e n t pod, i f you w i l l , t h a n e i t h e r Texaco o r 

Enron? 

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

Q. And so t h e r e ' s no need f o r a p e n a l t y ? 

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

Q. And as f a r as t h e AC zone goes, y o u r 

E x h i b i t 4A, t h e r e i s n ' t any AC zone p r e s e n t i n 

Texaco's acreage? 

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

Q. And Enron t o t h e n o r t h a l r e a d y has a w e l l 

p r o d u c i n g f r o m t h a t ? 
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A. Yes. And o u r w e l l i n t h e s o u t h h a l f o f 

S e c t i o n 1 i s n o t g e t t i n g any c o n t r i b u t i o n , any 

p r o d u c t i o n f r o m t h a t zone. 

Q. So i n o r d e r t o p r o d u c e t h a t zone, you need 

a second w e l l ? 

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

Q. One f i n a l t h i n g , l o o k i n g , oh, say a t y o u r 

E x h i b i t 4, a r e you aware t h a t a t one t i m e C o l l i n s & 

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

S e c t i o n 25? 

A. Yes, I am. I spoke w i t h a C o l l i n s & Ware 

g e o l o g i s t a b o u t t h a t s e v e r a l months ago o r a month ago 

or so. They had a s i m i l a r a p p l i c a t i o n t o o u r s whereby 

t h e y w a n t e d t o d r i l l an u n o r t h o d o x l o c a t i o n 710 f e e t 

f r o m t h e s o u t h l i n e and 710 f e e t f r o m t h e e a s t l i n e o f 

S e c t i o n 25 n o r t h o f t h e Enron w e l l and have 

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

p r o d u c i n g a t a d i f f e r e n t A t o k a h o r i z o n t h a n t h e AD. 

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

w h i c h c o n c l u s i v e l y showed t h a t t h e Enron w e l l i n 

S e c t i o n 36 was i n a r e l a t i v e l y s m a l l s a n d b a r o r 

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

t h e s o u t h e a s t o f 25. They d i d n ' t want t o r u n t h e r i s k 

o f d r i l l i n g i n t o t h e same r e s e r v o i r w i t h Enron i n 36 

because t h a t one w e l l w o u l d s u f f i c i e n t l y d r a i n t h a t 
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r e s e r v o i r , and t h e y d i d n ' t want t o t a k e t h e g e o l o g i c a l 

r i s k t o go o u t t h e r e and t r y t o i d e n t i f y t h e new 

r e s e r v o i r t h e m s e l v e s . 

Q. Were E x h i b i t s 3 t h r o u g h 5 p r e p a r e d by you? 

A. Yes, t h e y were. 

Q. And, i n y o u r o p i n i o n , i s t h e g r a n t i n g o f 

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

c o n s e r v a t i o n and t h e p r e v e n t i o n o f waste? 

A. Yes, i t i s . 

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

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

t h e c o r r e l a t i v e r i g h t s o f Enron o r Texaco? 

A. No, i t w i l l n o t . 

MR. BRUCE: Mr. Examiner, a t t h i s t i m e I ' d 

move t h e a d m i s s i o n o f Santa Fe E x h i b i t s 3 t h r o u g h 5. 

EXAMINER CATANACH: E x h i b i t s 3 t h r o u g h 5 

w i l l be a d m i t as e v i d e n c e . Mr. C a r r ? 

EXAMINATION 

BY MR. CARR: 

Q. Mr. G o l d s t e i n , i n p r e p a r i n g y o u r g e o l o g i c 

e x h i b i t s , have you r e l i e d on w e l l c o n t r o l ? 

A . Yes, I have. 

Q. Have you i n t e g r a t e d s e i s m i c i n f o r m a t i o n 

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

A. No, I have n o t . T h e r e ' s no s e i s m i c i n t h i s 
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i n t e r p r e t a t i o n . I t ' s p u r e l y a s u b s u r f a c e w e l l c o n t r o l 

s t u d y . 

Q. I f we l o o k a t E x h i b i t No. 3, t h i s e x h i b i t 

b a s i c a l l y shows t h a t 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 

t h e Lower A t o k a s t r u c t u r a l l y h i g h t o t h e Texaco w e l l 

i n 6; i s t h a t r i g h t ? 

A. T h a t ' s r i g h t . 

Q. I t w i l l be low t o t h e e x i s t i n g Santa Fe 

w e l l i n t h e s o u t h h a l f o f 1? 

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

Q. You've i n d i c a t e d t h a t y o u r p r i m a r y zones o f 

i n t e r e s t a r e t h e AB member; i s t h a t r i g h t ? 

A. I'm s o r r y , AD i s o u r main o b j e c t i v e w i t h 

t h e s e c o n d a r y o b j e c t i v e i n t h e AC. 

Q. Secondary i s t h e AC? 

A. Yes. 

Q. How many zones a r e t h e r e i n t h e A t o k a i n 

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

A. There a r e p o t e n t i a l l y m u l t i p l e zones t h a t 

m i g h t be p r o d u c t i v e . 

Q. Are you i n t e n d i n g t o t e s t a l l o f t h e zones 

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

A. We a r e not i n t e n d i n g to t e s t a n y t h i n g t h a t 

we d o n ' t have t h e r i g h t t o p r o d u c e , such as t h e bank, 

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

1 3 

14 

15 

16 

17 

18 

19 

2 0 

2 1 

2 2 

23 

2 4 

2 5 

25_ 

t h e r e f o r e , I d o n ' t b e l i e v e i t ' s o u r i n t e n t i o n t o 

pr o d u c e t h a t w e l l . We m i g h t t e s t i t t o see i f i t had 

d i f f e r e n t p r e s s u r e , b u t i t ' s n o t our i n t e n t i o n t o go 

and d r i l l f o r t h a t o b j e c t i v e . 

Q. Are you t e l l i n g us t h a t i f you have a 

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

t h e e x i s t i n g No. 1 w e l l , t h a t Santa Fe w i l l n o t 

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

A. Santa Fe w i l l come t o t h e b o a r d and/or make 

a d e c i s i o n t o -- a w e l l w h i c h we d o n ' t have t h e r i g h t 

t o have a s i m u l t a n e o u s d e d i c a t i o n , we w i l l have t o 

e i t h e r p l u g o u r w e l l , p l u g t h e o r i g i n a l w e l l , o r do 

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

t h e same zone a t t h e same t i m e . 

Q. So i n t e r m s o f s i m u l t a n e o u s d e d i c a t i o n , 

y o u ' r e a s k i n g f o r a u t h o r i t y f o r s i m u l t a n e o u s 

d e d i c a t i o n , b u t a t t h e same t i m e you a r e c o m m i t t i n g 

t h a t you w o u l d n o t have t h e same zone p r o d u c i n g i n two 

w e l l s a t once? 

A. Not i f i t ' s c o n t r i b u t i n g i n t h a t w e l l , 

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

Q. And t h e n o m e n c l a t u r e o u t h e r e and t h e 

g e o l o g y i s c l e a r enough t h a t we w o u l d be a b l e t o 

c l e a r l y e s t a b l i s h w h e t h e r o r n o t we a r e i n c o r r e l a t i v e 

zones? 
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A. I b e l i e v e so. Th a t w o u l d be s u p p o r t e d by 

p r e s s u r e d a t a as w e l l . 

Q. Now, i n p r e p a r i n g y o u r E x h i b i t No. 4, t h i s 

i s on y o u r zone t h a t ' s t h e p r i m a r y zone o f i n t e r e s t ; 

c o r r e c t ? 

A. Yes, s i r . 

Q. And, h e r e a g a i n , we're w o r k i n g w i t h w e l l 

c o n t r o l ? 

A. Yes, s i r . 

Q. What c o n t r o l do you have t o s e p a r a t e t h e 

pods between S e c t i o n 1 and S e c t i o n 6? 

A. W e l l c o n t r o l , t h e r e i s n o t h i n g t o s e p a r a t e 

t h e pods i n S e c t i o n 1 and S e c t i o n 6. What does l i m i t 

t h e s i z e o f t h e pods i s t h e d r a i n a g e s t u d y done by o u r 

e n g i n e e r who w i l l come up and t e s t i f y t o show l i m i t e d 

s i z e o f t h o s e pods. 

Q. So we're g o i n g t o have some v o l u m e t r i c s and 

p r e s s u r e i n f o r m a t i o n t h a t e s t a b l i s h e s t h e s e a r e pods? 

A. E s t a b l i s h t h e s e a r e d i s c r e t e sand members 

or pods o r l e n s e s , w h a t e v e r you want t o c a l l them. 

T h a t w i l l be p r e s e n t e d . 

Q. And t h a t w i l l be based on p r e s s u r e 

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

zones? 

A. I c a n n o t answer t h a t q u e s t i o n . 
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Q. I n b r e a k i n g t h i s i n t o t h e s e i n d i v i d u a l 

pods, what d i d you r e l y on t o p l a c e them e x a c t l y as 

you d i d w i t h t h i s n o r t h - s o u t h o r i e n t a t i o n ? 

A. I n l o o k i n g a t -- I made t h e j u d g m e n t when I 

was l o o k i n g a t b a s i c a l l y a b r a i d e d s t r e a m d e p o s i t i o n a l 

e n v i r o n m e n t . As such , t h e t r e n d t o t h e e a s t i s n o t 

mak i n g any s i g n i f i c a n t t u r n s . And when l o o k i n g i n 

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

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

Q. I s i t p o s s i b l e i f we l o o k a t t h e pod i n 

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

t h a t i n f a c t t h e l i m i t s o f t h a t pod m i g h t e x t e n d 

f u r t h e r t o t h e e a s t t h a n you've mapped them; i s n ' t 

t h a t c o r r e c t ? 

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

p o s s i b l e . I do n o t have t h e w e l l c o n t r o l t o say t h a t 

i t d e f i n i t e l y does n o t e x t e n d f u r t h e r t o t h e e a s t . 

Q. What i n f o r m a t i o n do you have t o t e l l us 

t h a t we've g o t t e n f e e t o f t h i c k n e s s i n t h i s area? 

A. I n l o o k i n g a t — and t h i s t r e n d i s n o t j u s t 

l i m i t e d t o t h e s i z e o f t h i s map. I t goes much f u r t h e r 

n o r t h . When l o o k i n g a t a l l t h e w e l l c o n t r o l on t h e s e 

t r e n d s , t h e r e was o n l y one w e l l t h a t had a g r o s s o f 16 

f e e t , and t h e t h i c k e s t w e l l i s t h e Enron w e l l w i t h 12 

f e e t . I f e l t i t p r e s u m p t u o u s o f me t o draw a n y t h i n g 
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t h i c k e r t h a n a 10 f o o t c o n t o u r . 

Q. Are t h e r e pods t h a t i n f a c t do n o t have a 

10 f o o t t h i c k n e s s ? 

A. I b e l i e v e t h e Texaco w e l l i n S e c t i o n 6 i s 

such a pod t h a t we know o f r i g h t now. 

Q. And i t ' s p o s s i b l e , i s i t n o t , t h a t t h e pod 

t h a t y o u ' r e p r o j e c t i n g i n t h e s o u t h e a s t o f 1 m i g h t n o t 

have t h a t t h i c k n e s s ? 

A. I t ' s p o s s i b l e , b u t I b e l i e v e based on my 

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

up, t h a t w o u l d be t h e optimum p l a c e f o r i t t o o c c u r . 

Q. I f we l o o k a t t h i s pod, i t ' s a l s o -- i t 

c o u l d be f a r t h e r t o t h e west o f t h e bo u n d a r y ? I t 

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

A. T h a t ' s t r u e ; however, when l o o k i n g a t t h e 

P h i l l i p s 3-C Malaga w e l l on c r o s s - s e c t i o n A-A', and 

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

t h a n 10 p e r c e n t d e n s i t y p o r o s i t y , i n o r d e r t o r e d u c e 

my g e o l o g i c a l r i s k , I t h o u g h t i f we move as f a r e a s t 

as p o s s i b l e , we can p r e v e n t h i t t i n g a f i v e f o o t o r 

t h i n n e r zone and g e t a t h i c k e r w e l l t h a t has t h e 

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

Q. A c t u a l l y , you c o u l d -- t h e r e a r e s t a n d a r d 

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

p a r t i c u l a r AD sand where you c o u l d p l a c e a w e l l and 

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 

2 1 

2 2 

2 3 

24 

25 

29 

i n t e r s e c t t h i s zone, i s n ' t t h a t t r u e , i n t e r s e c t t h i s 

sand? 

A. The c l o s e s t s t a n d a r d l o c a t i o n i s g o i n g t o 

be 1980 west o f t h e e a s t l i n e . And I d o n ' t b e l i e v e 

t h e r e w i l l be a n y t h i n g t h i c k e r t h a n f i v e f e e t t h a t you 

can e n c o u n t e r i n t h a t w e l l . I d o n ' t f e e l t h a t t h i s 

w e l l c o u l d be e c o n o m i c a l l y d r i l l e d t o h i t a f i v e - f o o t 

zone. We need a t h i c k e r zone i n o r d e r t o be a b l e t o 

make a s i g n i f i c a n t w e l l . T h i s has h i g h g e o l o g i c 

r i s k . We have t o be a b l e t o c a p t u r e t h e u p s i d e o f t h e 

p r o j e c t i n o r d e r t o w a r r a n t d r i l l i n g t h e w e l l . 

Q. Your e n t i r e g e o l o g i c a l i n t e r p r e t a t i o n o f 

t h e s e two pods i s a c t u a l l y based on t h e l o g s o f t h e 

Texaco w e l l i n 6 and t h e l o g o f y o u r w e l l i n 1? 

T h a t ' s t h e o n l y c o n t r o l you a c t u a l l y have t h r o u g h a l l 

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

A. To l i m i t t h e c o n t r o l , t o say t h a t I ' v e o n l y 

l o o k e d a t two w e l l s o r t o t r y t o i m p l y t h a t I ' v e o n l y 

l o o k e d a t two w e l l s s u g g e s t s t h a t I h a v e n ' t l o o k e d a t 

t h e r e g i o n a l g e o l o g y i n t h e a r e a , and I d o n ' t want t o 

g i v e t h a t i m p r e s s i o n . 

Q. I'm n o t i n t e n d i n g t o s u g g e s t t h a t . I'm 

j u s t s a y i n g , t h e o n l y two h a r d d a t a p o i n t s we have t o 

c o n s t r u c t two pods, one t e n f e e t i n t h i c k n e s s and one 

p e r h a p s s l i g h t l y o v e r f i v e a r e t h e s e two p o i n t s ? 
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A. A c t u a l l y , t h e pod t h a t I'm a c t u a l l y 

d r i l l i n g f o r has no n e t f o o t w e l l c o n t r o l t o show i t 

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

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

Q. I f I l o o k a t y o u r c r o s s - s e c t i o n , E x h i b i t 

No. 5, you h a v e n ' t c o n n e c t e d as we go a c r o s s t h i s B-B' 

c r o s s - s e c t i o n t h e zones t h a t a r e shaded i n b l u e t i t l e d 

A t o k a Bank; t h a t ' s c o r r e c t , r i g h t ? 

A. I h a v e n ' t c o n n e c t e d them as i n d r a w i n g a 

c o r r e l a t i o n l i n e t h r o u g h them? T h a t ' s c o r r e c t . 

However, i t w i l l e x i s t i n our w e l l b o r e , i f t h a t was 

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

Q. And t h a t zone w o u l d e x i s t a c r o s s t h e zone? 

A. Yes, I b e l i e v e so. My g e o l o g i c a l 

i n t e r p r e t a t i o n shows t h a t t h e A t o k a Bank w i l l be 

p r e s e n t i n o u r w e l l t h a t we d r i l l i n S e c t i o n 1. 

Q. But Santa Fe i s n o t g o i n g t o p r o d u c e t h a t 

zone i n t h i s w e l l ? 

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

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

t h e one c o n t r i b u t i n g zone w i t h i n o u r e x i s t i n g w e l l i n 

t h e s o u t h h a l f , and, as such , we d o n ' t have t h e r i g h t 

t o p r o d u c e t h a t zone i n o u r new w e l l . We a r e n o t 

r e q u e s t i n g a s i m u l t a n e o u s d e d i c a t i o n i n t h e A t o k a 

Bank. 

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 

2 2 

23 

24 

25 

31 

Q. I f t h a t ' s t h e o n l y zone t h a t i s p r o d u c t i v e 

i n t h i s new w e l l , a r e you t e l l i n g us t h a t you w o u l d n ' t 

come back t h e n and ask a u t h o r i t y t o p r o d u c e i t ? 

A. I c a n n o t say t h a t . I do n o t know. I 

c e r t a i n l y hope t h a t i s n o t t h e case. I hope we can 

c o u n t on more t h a n t h a t . 

Q. I s t h e r e a n y t h i n g t h a t you can p o i n t me t o 

t h a t shows t h a t t h e AD sand a c t u a l l y b r e a k s between 

y o u r p r o p o s e d l o c a t i o n i n t h e G e t t y H a r r o u n Com No. 6 

i n j u s t y o u r i n t e r p r e t a t i o n on t h e --

A. On w e l l c o n t r o l , you c a n n o t show a t h i n 

w e l l c o n t r o l . T h a t b r e a k i s s u p p o r t e d by e n g i n e e r i n g 

e v i d e n c e w h i c h we w i l l p u t i n t o t e s t i m o n y . 

Q. I f I l o o k a t t h i s l o c a t i o n , you c o u l d i n 

f a c t move i t f a r t h e r t o t h e west and a l s o have a 

p o t e n t i a l f o r p i c k i n g up t h e A t o k a AC sand; c o r r e c t ? 

A. A c t u a l l y , moving i t f u r t h e r w e s t w o u l d 

o p t i m i z e i t more w i t h r e g a r d t o t h e A t o k a AC. 

However, o u r p r i m a r y o b j e c t i v e i s t h e AD. To us, t o 

o p t i m i z e t o t h e AD i s what r e a l l y -- t h a t ' s what 

j u s t i f i e s t h e r i s k i n d r i l l i n g t h e w e l l i s b e i n g a b l e 

t o e n c o u n t e r t h e t h i c k AD. I d o n ' t t h i n k m o v i n g 

f u r t h e r west and r i s k i n g d r i l l i n g a w e l l l i k e t h e 

P h i l l i p s w e l l i n t h e s o u t h w e s t o f S e c t i o n 1 , I d o n ' t 

t h i n k t h a t ' s what we're t r y i n g t o do. We need t o go 
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ahead and g e t t h e t h i c k e s t zone. And t h a t ' s why I 

moved t h a t l o c a t i o n 660 o f f t h e e a s t l i n e . 

Q. I t ' s p o s s i b l e , however, y o u r AC sand m i g h t 

be p r e s e n t i n t h i s w e l l b o r e ; c o r r e c t ? 

A. Yes, s i r . 

Q. And a t t h i s t i m e y o u ' r e n o t a s k i n g f o r 

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

A. Yes, I b e l i e v e we a r e . 

Q. You a r e a s k i n g f o r a u t h o r i t y t o do t h a t ? 

A. Yes, s i r . Our e n g i n e e r i n g e v i d e n c e w i l l 

show t h a t i n o u r Santa Fe Energy Malaga 1-1 Fed Com, 

b o t h t h e AD and AC sands, n e i t h e r one a r e c o n t r i b u t i n g 

t o p r o d u c t i o n i n t h a t w e l l . S i m p l y , t h e A t o k a Bank i s 

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

w e l l t h a t ' s c o n t r i b u t i n g t o p r o d u c t i o n , w h i c h i s why 

we're n o t a s k i n g f o r t h e s i m u l t a n e o u s d e d i c a t i o n i n 

t h e A t o k a Bank, b u t we a r e a s k i n g f o r i t i n t h e AC and 

AD members. 

Q. And y e t t h i s i s a l l c l a s s i f i e d as A t o k a ; 

c o r r e c t ? 

A. Yes. As f a r as I know t h i s i s c o n s i d e r e d 

one common p o o l . 

MR. CARR: T h a t ' s a l l I have. 

EXAMINATION 

BY EXAMINER CATANACH: 

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 

2 2 

2 3 

2 4 

2 5 

33 

Q. Mr. G o l d s t e i n , j u s t t h i s one q u e s t i o n on 

t h e -- do you have i n f o r m a t i o n on t h e p r o d u c t i v e 

p o t e n t i a l o f t h e Enron Malaga 36 S t a t e No. 1? 

A. We have p r o d u c t i o n i n f o r m a t i o n w h i c h w i l l 

be b r o u g h t i n t o t e s t i m o n y and p r e s s u r e d a t a t h a t was 

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

S e c t i o n 3 6. 

Q. I t w i l l be p r e s e n t e d l a t e r ? 

A. Yes, s i r . 

EXAMINER CATANACH: I have n o t h i n g 

f u r t h e r 

t h e s t a n d 

EXAMINER CATANACH: C a l l Mr. O f f e n b e r g e r t o 

RANDY M. OFFENBERGER, 

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. BRUCE: 

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

r e c o r d . 

A. Randy O f f e n b e r g e r . 

MR. BRUCE: Once a g a i n , Mr. Ex a m i n e r , Mr. 

O f f e n b e r g e r was q u a l i f i e 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 e a r l i e r t o d a y and sworn i n as su c h . I f 

t h e r e ' s no o b j e c t i o n f r o m Mr. C a r r , I t e n d e r h im as an 
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e x p e r t p e t r o l e u m e n g i n e e r . 

MR. CARR: No o b j e c t i o n . 

EXAMINER CATANACH: Mr. O f f e n b e r g e r i s so 

q u a l i f i e d . 

Q. (BY MR. BRUCE) Mr. O f f e n b e r g e r , have you 

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

c o r r e l a t i v e r i g h t s i f Santa Fe i s a l l o w e d t o d r i l l i t s 

w e l l ? 

A. Yes, I have. 

Q. And c o u l d you b r i e f l y s t a t e up f r o n t y o u r 

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

A. The c o n c l u s i o n s o f my s t u d y a r e based on 

p r o d u c t i o n d a t a and p r e s s u r e d a t a . I w i l l r e f e r you 

t o E x h i b i t 6A. I t ' s a t a b l e t h a t shows t h e 

c a l c u l a t i o n s t h a t I p e r f o r m e d on t h e t h r e e w e l l s , 6A, 

and on t h e second page i s 6A a l s o . 

The t h r e e w e l l s i n t h i s a r e a , t h e f i r s t 

w e l l t h a t we're l o o k i n g a t on t h e v o l u m e t r i c s t u d y i s 

t h e w e l l i n S e c t i o n 6, t h e Texaco Malaga H a r r o u n T r u s t 

No. 1 i n t h e n o r t h e a s t q u a r t e r o f S e c t i o n 6. 

The o t h e r w e l l t h a t we l o o k e d a t , o r I 

l o o k e d a t , i s t h e Enron Malaga 36 S t a t e No. 1 i n 

S e c t i o n 36 i n t h e s o u t h w e s t q u a r t e r . 

The t h i r d w e l l i n t h i s a r e a t h a t I l o o k e d 

a t i s t h e Enron Malaga W e l l No. 1 i n t h e n o r t h w e s t 
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q u a r t e r o f S e c t i o n 1. These t h r e e w e l l s I l o o k e d a t 

f r o m t h e AC and AD i n t e r v a l s and p e r f o r m e d t h i s 

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

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

o f S e c t i o n 1. 

Q. As t o t h e AD zone, what i s y o u r c o n c l u s i o n , 

j u s t b r i e f l y ? 

A. The AD zone, based on t h i s s t u d y , i s t h a t 

we can d e m o n s t r a t e t h r o u g h t h e s t u d y t h a t t h e s e 

r e s e r v o i r s i n t h e AD a r e l i m i t e d i n s i z e . And what we 

e x p e c t a n t i c i p a t i n g i n t h e e a s t h a l f o f S e c t i o n 1 i s a 

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

S e c t i o n 6 and a l s o w h at's p r o d u c i n g up i n S e c t i o n 36. 

Q. As a r e s u l t , w o u l d t h e r e be any a d v e r s e 

e f f e c t on Texaco o r Enron f r o m d r i l l i n g t h i s w e l l i n 

t h e AD zone? 

A. No, t h e r e w i l l n o t . 

Q. As t o t h e AC zone, what i s y o u r c o n c l u s i o n ? 

A. From t h e AC zone, we've g o t p r o d u c t i o n 

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

Santa Fe w e l l c u r r e n t l y , and what we're w a n t i n g t o 

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

w e l l , when we p e r f o r a t e d i t , made no c o n t r i b u t i o n t o 

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

f r o m t h e A t o k a Bank. 
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Q. So i n o r d e r t o a d e q u a t e l y p r o d u c e t h e AC 

zone i n y o u r a c r e a g e , you need a new w e l l ? 

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

Q. L e t ' s l o o k f i r s t a t t h e Texaco w e l l and t h e 

Texaco r e s e r v o i r , y o u r E x h i b i t 6A and a l s o E x h i b i t 6B, 

and d i s c u s s y o u r s t u d y a l i t t l e b i t more. 

A. Okay. The Texaco Malaga H a r r o u n T r u s t i n 

t h e n o r t h w e s t q u a r t e r o f S e c t i o n 6 o r i g i n a l l y was 

p e r f o r a t e d i n t h e l o w e r zones below t h e AD sand. 

I f you l o o k a t E x h i b i t 6B, I show a 

p r o d u c t i o n c u r v e f r o m 1990 t h r o u g h t h e c u r r e n t , May 

1993, w h i c h i n c o r p o r a t e s t h e e a r l y l i f e p r o d u c t i o n o f 

t h e w e l l i n t h e f i r s t s i x months o f 1990, w h i c h i s 

p r o d u c t i o n f r o m an AE member and p o s s i b l y an A o r 

A t o k a Bank. 

What you see t h e r e i s a p p r o x i m a t e l y e i g h t 

y e a r s o f p r o d u c t i o n o u t o f t h e Bank, o u t o f t h e AE 

and p o s s i b l y t h e Bank. Texaco went i n and d i d a 

w o r k o v e r d u r i n g J u l y 1990, and p r o d u c t i o n i n c r e a s e d 

s u b s t a n t i a l l y up t o a p p r o x i m a t e l y 54 m i l l i o n Mcf p e r 

month. 

S i n c e t h a t t i m e — t h e c u r v e i s n o t r e a l 

c l e a r . T h e r e ' s some l i n e s t h a t d i d n o t x e r o x r e a l 

w e l l . As you can see f r o m t h e p r o d u c t i o n c u r v e , t h a t 

t h e p r o d u c t i o n has d r o p p e d d r a m a t i c a l l y on t h a t 
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p a r t i c u l a r w e l l , w h i c h f u r t h e r i n d i c a t e s t h a t we have 

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

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

s a l e s o f t h e w e l l t h r o u g h -- up t o t h e w o r k o v e r i s 1.3 

B c f . From 7-90 t h r o u g h 5 o f 93, t h e w e l l has p r o d u c e d 

424 m i l l i o n c u b i c f e e t . We have an 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 a t w e l l o f 844 m i l l i o n c u b i c f e e t . 

W i t h t h a t 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 , 

coming back and k e e p i n g i n mind t h a t t h e AD i s open 

w i t h t h e o t h e r i n t e r v a l s , and what I had done i s made 

t h e a s s u m p t i o n t h a t 100 p e r c e n t o f t h e p r o d u c t i o n i s 

coming f r o m t h e AD zone, w h i c h w o u l d g i v e t h e l a r g e s t 

d r a i n a g e a r e a u n d e r l y i n g t h a t w e l l f o r t h e AD zone. 

Going back t o E x h i b i t 6A, t h e f i r s t page, 

and u s i n g an 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 o f 844 

m i l l i o n c u b i c f e e t , we come up w i t h an a p p r o x i m a t e 

d r a i n a g e a r e a f o r t h a t p a r t i c u l a r w e l l o f 156 a c r e s 

o u t o f t h e A t o k a AD sand. 

Keep i t i n mind t h a t some o f t h e r e m a i n i n g 

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

f r o m t h e AE zone t h a t was p e r f o r a t e d e a r l i e r , w h i c h 

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

A t o k a AD sand. 

As shown e a r l i e r i n t h e g e o l o g i c a l 

i n f o r m a t i o n t h a t was p r e s e n t e d , t h e p r o d u c t i o n pod o r 
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t h e i s o p a c h pod --

Q. E x h i b i t 4? 

A. R i g h t , r e f e r r i n g t o E x h i b i t 4, l o o k i n g a t 

t h e i s o p a c h , t h e A t o k a AD sand d e n s i t y i s g r e a t e r t h a n 

10 p e r c e n t i s o p a c h . L o o k i n g a t t h e pod, t h e 

g e o l o g i c a l i n t e r p r e t a t i o n has shown t h e r e , t h a t volume 

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

a p p r o x i m a t e l y 225 a c r e s , w h i c h i s c l e a r l y l a r g e r t h a n 

what my d r a i n a g e s t u d y has u n c o v e r e d , f u r t h e r 

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

s m a l l e r . 

And t h e f a c t t h a t we're o v e r h a l f a m i l e 

away s u p p o r t s a l s o t h a t o u r l o c a t i o n w i l l n o t , w i t h 

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

p e n e t r a t e t h e same AD r e s e r v o i r . 

Q. I n s h o r t , Texaco's w e l l i s i n a v e r y s m a l l 

pod o f l e s s t h a n a q u a r t e r s e c t i o n i n e x t e n t ? 

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

MR. BRUCE: B e f o r e you go on, Mr. Examiner, 

I n o t i c e d one t y p o on E x h i b i t 6A unde r t h e Texaco 

w e l l . I t says s o u t h e a s t q u a r t e r o f S e c t i o n 6. T h a t 

s h o u l d be n o r t h w e s t q u a r t e r o f S e c t i o n 6, f o r f u t u r e 

r e f e r e n c e . 

THE WITNESS: T h e r e ' s one o t h e r t y p o on 

s e c t i o n 6B a t t h e b o t t o m o f t h e p r o d u c t i o n c u r v e , 
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where we show the s c a l e f o r the c u m u l a t i v e p r o d u c t i o n 

from 7/90 to 5/93, t h a t s h o uld be 424 Mmf. 

Q. (BY MR. BRUCE) L e t ' s then, l o o k i n g a t your 

E x h i b i t 6A a g a i n , c o u l d you d i s c u s s the s i z e of t h e , 

i f you w i l l , the Enron pod i n S e c t i o n 36? 

A. The Enron Malaga w e l l i n S e c t i o n 36 

produces a l s o from the AD and produces from an 

a d d i t i o n a l Lower Atoka member. 

What I had done i s gone i n , w i t h d a t a 

p r o v i d e d from Enron on t h i s p a r t i c u l a r w e l l , and d i d a 

P/Z v e r s u s cum on t h a t w e l l and come up w i t h 166 a c r e s 

of d r a i n a g e u n d e r l y i n g t h a t w e l l , which i n d i c a t e s t h a t 

we have a s i m i l a r type r e s e r v o i r as what's e x p e r i e n c e d 

over i n the Texaco w e l l and f o r c e d C o l l i n s & Ware to 

withdraw t h e i r d r i l l i n g p r o p o s a l up i n S e c t i o n 25. 

Q. There i s a bottom h o l e p r e s s u r e d a t a . That 

i s a c t u a l d a t a from the Enron w e l l ? 

A. We r e c e i v e d a c t u a l d a t a from Enron, 

p r e s s u r e data from t h a t w e l l , showing an i n i t i a l 

bottom h o l e p r e s s u r e of 4781. And we got subsequent 

p r e s s u r e p o i n t s on t h a t p a r t i c u l a r w e l l a l s o from 

Enron. With a P/Z showing a good l i n e a r r e l a t i o n s h i p 

on a P/Z v e r s u s cum p l o t , t h a t c l e a r l y i n d i c a t e s t h a t 

t h a t w e l l w i l l u l t i m a t e l y r e c o v e r a p p r o x i m a t e l y 2.5 

Bcf . 
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Q. And, once a g a i n , i f you compare y o u r 

d r a i n a g e c a l c u l a t i o n o f a b o u t 166 a c r e s w i t h t h e 

E x h i b i t 4 a r e a , y o u r c a l c u l a t i o n s a c t u a l l y show a 

s m a l l e r r e s e r v o i r t h a n i s shown on E x h i b i t 4? 

A. T h a t ' s c o r r e c t . The r e s e r v o i r s i z e shown 

on t h e g e o l o g i c a l i n t e r p r e t a t i o n w h i c h i s done p r i o r 

t o t h e p r e s s u r e d a t a a v a i l a b l e i s more on t h e 

m a g n i t u d e o f 500 a c r e s . 

Q. L e t ' s move on t o y o u r E x h i b i t 7 and d i s c u s s 

p r o d u c t i o n f r o m y o u r e x i s t i n g Malaga 1 F e d e r a l No. 1 

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

p l e a s e . 

A. Yes, I ' l l d i s c u s s p r o d u c t i o n f r o m t h e Santa 

Fe Malaga 1 F e d e r a l Com No. 1 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 1. T h a t w e l l was d r i l l e d o r i g i n a l l y i n 

l a t e '90 and p r o d u c t i o n i n i t i a t e d i n t h e f i r s t p a r t o f 

' 91 . 

Once p r o d u c t i o n was i n i t i a t e d , we 

r e c o g n i z e d t h a t t h e r e may be some a d d i t i o n a l p o t e n t i a l 

i n t h e AC and AD i n t e r v a l s . 

Q. So i t was i n i t i a l l y p e r f o r a t e d o n l y i n t h e 

A t o k a Bank? 

A. I n i t i a l l y o n l y i n t h e A t o k a Bank, t h e w e l l 

was c o m p l e t e d . A t t h a t t i m e we had a t e s t f r o m t h a t 

w e l l o u t o f t h e Bank o n l y o f 542 Mcf p e r day a t a b o u t 
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1,700 pounds o f p r e s s u r e , w h i c h caused us t o t a k e a 

c l o s e r l o o k a t t h i s w e l l and see i f t h e r e was any 

a d d i t i o n a l p o t e n t i a l . 

We s u b s e q u e n t l y opened up two months l a t e r 

t h e AC and AD i n t e r v a l s i n t h a t p a r t i c u l a r w e l l . 

A f t e r we had opened up t h o s e i n t e r v a l s , t h e p r o d u c t i o n 

r a t e f r o m t h e w e l l , w h i c h i n c l u d e d t h e A t o k a Bank, t h e 

AC and t h e AD o f 500 Mcf p e r day a t 1100 pounds 

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

f r o m t h e o r i g i n a l A t o k a Bank c o m p l e t i o n . 

T h i s f u r t h e r s u p p o r t s t h a t t h e AC and t h e 

AD have e s s e n t i a l l y n o t c o n t r i b u t e d any p r o d u c t i o n o u t 

o f t h i s w e l l . 

Q. As a r e s u l t , i s t h e r e any e n g i n e e r i n g 

b a s i s , i n y o u r o p i n i o n , t o deny s i m u l t a n e o u s 

d e d i c a t i o n i n t h e AD zone i n t h e s o u t h h a l f o f S e c t i o n 

1? 

A . No . 

Q. And t h a t w o u l d a l s o a p p l y t o t h e AC? 

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

Q. Now, d i s c u s s i n g t h e AC zone, what i s 

E x h i b i t 8? 

A. E x h i b i t 8 i s a p r o d u c t i o n c u r v e f r o m t h e 

Enron Malaga w e l l , w h i c h i s l o c a t e d i n t h e n o r t h w e s t 

q u a r t e r o f S e c t i o n 1. T h a t p a r t i c u l a r w e l l t e s t e d i n 
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10 o f '90 f r o m t h e A t o k a Bank o f 700 Mcf p e r day and 

600 pounds f l o w i n g t u b i n g p r e s s u r e . 

One week l a t e r , Enron went i n and opened up 

t h e AC zone and commingled i t w i t h t h e Bank and had a 

p r o d u c t i o n r a t e o f 3300 Mcf p e r day a t 1525 pounds 

f l o w i n g t u b i n g p r e s s u r e . The w e l l was I P ' d f o r t h a t 

same r a t e and f l o w i n g t u b i n g p r e s s u r e on November 6 o f 

1990 . 

T u r n i n g back t o E x h i b i t 6A --

Q. The second page o f E x h i b i t 6A? 

A. The second page o f E x h i b i t 6A, and k e e p i n g 

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

a b i g i m p a c t t h a t t h e AC has had on t h e p r o d u c t i o n 

f r o m t h a t w e l l , we e s t i m a t e d a p p r o x i m a t e l y 80 p e r c e n t 

based on I P ' s f o r i n i t i a l t e s t r a t e s . T h a t 80 p e r c e n t 

o f t h e p r o d u c t i o n i s coming f r o m t h e AC zone. 

On E x h i b i t 6A, t h i s i s a d r a i n a g e s t u d y 

p e r f o r m e d f o r o n l y t h e AC i n t e r v a l . K e e p i n g i n mind 

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

t h e s t u d y s u g g e s t s i f you t a k e 80 p e r c e n t o f t h e 

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

zone and c a l c u l a t e what a r e a t h a t w o u l d d r a i n , we come 

up w i t h 325 a c r e s o f d r a i n a g e , w h i c h a p p r o x i m a t e s t h e 

n o r t h h a l f p r o r a t i o n u n i t . 

Q. C o n s i d e r i n g t h a t Santa Fe's e x i s t i n g w e l l 
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i s n ' t c o n t r i b u t i n g , i s n ' t h a v i n g any p r o d u c t i o n 

c o n t r i b u t e d to i t from the AC zone, does Santa Fe need 

a second w e l l i n the south h a l f i n the AC to compete 

w i t h Enron's e x i s t i n g w e l l ? 

A. Yes, i t does. 

Q. Once a g a i n , t h i s l o c a t i o n , a l t h o u g h you a r e 

moving to the e a s t , you're not moving any c l o s e r to 

Enron's a c r e a g e ; i s t h a t c o r r e c t ? 

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

Q. I f the OCD d e c i d e s to g r a n t Santa F e ' s 

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

a s s e s s e d a g a i n s t p r o d u c t i o n from t he No. 2 w e l l , the 

proposed No. 2 w e l l ? 

A. No, i t should not, based p r i m a r i l y on the 

r e s e r v o i r s i z e expected i n the AD i n t e r v a l and a l s o 

t he p r o t e c t i o n of c o r r e l a t i v e r i g h t s i n the AC i n the 

south h a l f of the u n i t . 

Q. Once a g a i n , i f you c o u l d summarize, you 

b e l i e v e t h a t Santa Fe's l o c a t i o n w i l l be a s e p a r a t e 

r e s e r v o i r f r o m e i t h e r t h e Enron o r t h e Texaco w e l l s i n 

t h e AD? 

A. P r e s s u r e data and p r o d u c t i o n d a t a and 

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

s e p a r a t e d from th o s e two w e l l s . 

Q. I n f a c t , i f Santa Fe i s r i g h t , i t c o u l d --
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t h e r e ' s a p o s s i b i l i t y i t c o u l d h e l p p r o v e up Texaco's 

a c r e a g e t o t h e e a s t , c o u l d n ' t i t ? 

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

Q. As t o t h e AC zone moving t o w a r d Texaco, 

t h e r e i s no p r o d u c t i o n f r o m t h e Texaco w e l l i n t h e AC 

zone? 

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

Q. Mr. O f f e n b e r g e r , were E x h i b i t s 5 t h r o u g h 8 

p r e p a r e d by you o r under y o u r d i r e c t i o n — excuse me, 

6 t h r o u g h 8? 

A. S i x t h r o u g h 8 were p r e p a r e d by m y s e l f . 

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

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

p r e v e n t i o n o f waste? 

A. Yes. 

Q. W i l l Santa Fe's c o r r e l a t i v e r i g h t s be 

harmed i f i t c a n n o t d r i l l t h i s second w e l l on t h e 

u n i t ? 

A. I b e l i e v e t h e y w i l l i n t h e AC i n t e r v a l , 

p a r t i c u l a r l y . 

Q. Do you b e l i e v e i t ' s n e c e s s a r y t o h e l p d r a i n 

t h e AC r e s e r v e s u n d e r y o u r a c r e a g e ? 

A . Yes. 

Q. F i n a l l y , i n y o u r o p i n i o n , w i l l Enron's o r 

Texaco's c o r r e l a t i v e r i g h t s be a d v e r s e l y a f f e c t e d by 
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the d r i l l i n g of the second w e l l ? 

A. No, they w i l l not. 

MR. BRUCE: Mr. Examiner, I ' d move the 

a d m i s s i o n of Santa Fe E x h i b i t s 6 through 8. 

EXAMINER CATANACH: E x h i b i t s 6 through 8 

w i l l be admitted as e v i d e n c e . 

EXAMINATION 

BY MR. CARR: 

Q. Mr. Of f e n b e r g e r , l e t ' s go to E x h i b i t 6A. 

A. The f i r s t page or the second page? 

Q. The f i r s t page. I need h e l p w i t h a l l the 

pages, but w e ' l l s t a r t w i t h the f i r s t page. I f I look 

at t h i s e x h i b i t , you've got a column f o r the Texaco 

Malaga Harroun T r u s t No. 1 i n the s o u t h e a s t of 6. 

Th a t ' s the f i r s t column; c o r r e c t ? 

A. We c o r r e c t e d t h a t . I t ' s i n t h e n o r t h w e s t 

q u a r t e r . 

Q. I'm s o r r y , b u t i t i s t h e Texaco w e l l i n 

S e c t i o n 6? 

A. I n the northwest q u a r t e r . 

Q. R i g h t . And below t h a t , you have Atoka AD 

7/90. What i s t h a t d a t e ? 

A. The Atoka AD was added, p e r f o r a t i o n s on a 

workover which I had i n d i c a t e d on S e c t i o n 6B on t h a t 

graph where Texaco had gone i n and opened up 
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a d d i t i o n a l pay i n t h e AD i n t e r v a l . 

Q. So t h a t ' s j u s t — t h i s i n f o r m a t i o n i s on 

t h e d a t e when t h e y r e c o m p l e t e d i n t h e AD s e c t i o n ; i s 

t h a t c o r r e c t , o r when t h e y opened t h a t up; c o r r e c t ? 

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

Q. When you go o v e r t o t h e n e x t c o l u m n , t h e 

Enron w e l l , we've g o t A t o k a AD. When i n t i m e i s 

t h a t ? I s t h a t a c o m p a r a b l e t i m e , o r when w o u l d t h a t 

be? 

A. When t h a t w e l l came on p r o d u c t i o n ? 

Q. I s t h a t when t h e w e l l was i n i t i a l l y 

p r o d u c e d o r when t h e AD was added t o i t ? 

A. What p r o d u c t i o n we've g o t t h e r e i s s t r i c t l y 

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

Q. Was t h e AD al w a y s p r o d u c e d i n t h i s w e l l ? 

A. No. I t was added s u b s e q u e n t l y . 

Q. Do you know a p p r o x i m a t e l y when? 

A. I b e l i e v e i t was added i n May o f t h i s y e a r . 

Q. Now, i f I l o o k a t t h e p r e s s u r e f i g u r e s you 

have, I t h i n k t h a t ' s what t h e y a r e , i t ' s t h e 4781 

pounds ? 

A. T h a t ' s t h e i n i t i a l b o t t o m h o l e p r e s s u r e 

o v e r Z. 

Q. Th a t was i n t h e AD zone? 

A. T h a t i s t h e p r e s s u r e t h a t was r e c o r d e d w i t h 
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t h e AD open. 

Q. W i t h t h e AD open. So we w o u l d n ' t know what 

t h e p r e s s u r e was a c t u a l l y i n t h e AD zone a l o n e ? 

A. S e p a r a t e l y , no, we do n o t . 

Q. Co u l d i t be h i g h e r t h a n t h a t ? I j u s t d o n ' t 

know 

n o t . 

A. Based on 120-hour s h u t - i n , I w o u l d s u s p e c t 

Q. Do you know, was t h e o r i g i n a l p r e s s u r e i n 

t h e AD zone h i g h e r t h a n t h a t ? 

A. The zone was n o t t e s t e d s e p a r a t e l y . 

Q. I f we go o v e r t o t h e n e x t p r e s s u r e , we g e t 

4781, t h e same p r e s s u r e a g a i n . I s t h a t an a c t u a l --

t h a t ' s t h e a c t u a l p r e s s u r e i n t h e w e l l a g a i n w i t h t h e 

AD zone open? I'm t r y i n g t o see what we're t r y i n g t o 

compare h e r e . We have i d e n t i c a l p r e s s u r e s on t h o s e 

t w o . One i s , I t h i n k , e s t i m a t e d , and t h e o t h e r i s 

a c t u a l . What a r e t h e y ? Are t h e y t h e same t h i n g s ? 

A. Yes, t h e y a r e . The e s t i m a t e d p r e s s u r e i s 

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

r e s e r v o i r , s i m i l a r r e s e r v o i r p r e s s u r e . 

Q. Are we t a l k i n g j u s t a b o u t t h e AD zone h e r e ? 

A. Yes. 

Q. I f I t a k e t h e s e t w o , and I compare them t o 

t h e g e o l o g i c a l e x h i b i t , E x h i b i t No. 4, i t seems t o me 
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t h a t t h e Enron w e l l i s i n 36, and i t has t h e i d e n t i c a l 

p r e s s u r e w i t h t h e Texaco w e l l i n 6, and I c a n ' t 

u n d e r s t a n d why you w o u l d n ' t draw t h e pods t o g e t h e r i f 

t h a t ' s t h e case? 

A. I t ' s t h e same d e p o s i t i o n a l e n v i r o n m e n t , and 

v e r y common you have s i m i l a r r e s e r v o i r . You may have 

p l u s o r minus 100 pounds. I n t h i s case h e r e , we made 

t h e a s s u m p t i o n t h a t we're e n c o u n t e r i n g t h e same 

p r e s s u r e because we d i d n o t have what we f e l t was 

a c c u r a t e p r e s s u r e d a t a on t h e Texaco w e l l . So we made 

t h e a s s u m p t i o n t h a t we e n c o u n t e r e d 4781 pounds. 

Q. So f r o m a g e o l o g i c a l p o i n t o f v i e w w i t h 

t h e s e two d a t a p o i n t s , we're assuming pods, and we're 

c o n f i r m i n g them w i t h e n g i n e e r i n g where we're assuming 

t h e p r e s s u r e ; i s t h a t r i g h t ? 

A. We're making one a s s u m p t i o n on t h e 

p r e s s u r e . 

Q. L e t ' s t a l k a b o u t some o t h e r a s s u m p t i o n s . 

I f we l o o k a t t h e Texaco Malaga H a r r o u n T r u s t No. 1, 

you've assumed a t t h e b o t t o m t h a t 100 p e r c e n t o f t h e 

p r o d u c t i o n shown i s f r o m t h e AD; i s t h a t r i g h t ? 

A. L i k e I had s t a t e d e a r l i e r i n my t e s t i m o n y , 

t h a t i f we're making a d r a i n a g e s t u d y , i f you make 100 

p e r c e n t o f t h e p r o d u c t i o n s i n c e t h e w o r k o v e r 

a t t r i b u t e d t o t h a t zone, y o u ' l l g e t a l a r g e r d r a i n a g e 
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a r e a . Keep i n mind t h a t a p o r t i o n o f t h a t p r o d u c t i o n 

i s coming f r o m o t h e r i n t e r v a l s . S u b s e q u e n t l y , a 

c a l c u l a t i o n w o u l d y i e l d a s m a l l e r d r a i n a g e a r e a . So 

a t maximum, u n d e r t h a t w e l l , we w o u l d e x p e r i e n c e 156 

a c r e s d r a i n a g e . 

Q. So y o u ' r e assuming 100 p e r c e n t f r o m t h e AD 

zone, b u t you do acknowledge t h a t t h r e e zones open i n 

t h e w e l l ? 

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

Q. Now, on t h e Enron Malaga, a g a i n we have t h e 

same s i t u a t i o n . A re you assuming t h a t a l l t h i s 

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

A. I am n o t . 

Q. Do you t h i n k i t i s a l l from t he AD? 

A. I t h i n k a l a r g e p o r t i o n of i t i s from the 

AD . 

Q. But t h e r e a r e two zones open i n t h a t w e l l 

a l s o ? 

A. Th a t ' s c o r r e c t . 

Q. And so t h i s i s the l a r g e s t d r a i n a g e a r e a 

you can come up w i t h ; i s t h a t f a i r to s a y ? 

A. On t h e s e two pods, t h a t ' s c o r r e c t . 

Q. And t h a t t h e a c t u a l d r a i n a g e a r e a w o u l d be 

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

A. P r o v i d i n g the AD i s not c o n t r i b u t i n g 100 
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p e r c e n t of the p r o d u c t i o n of t h a t w e l l , then your 

d r a i n a g e a r e a would be s m a l l e r . 

Q. Didn't I understand t he comparison of t h e s e 

f i g u r e s to the geology to be t h a t i n f a c t t h e 

g e o l o g i c a l pods a r e being drawn l a r g e r than the 

e n g i n e e r i n g f i g u r e s ? 

A. What I had s t a t e d e a r l i e r i n my t e s t i m o n y 

was t h a t the g e o l o g i c a l pods were p r e p a r e d p r i o r to 

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

study performed, and i t was i n t e r p r e t i v e o n l y . 

Q. So the g e o l o g i c a l pods a r e l a r g e r than your 

f i g u r e s on 6A which you t h i n k , a g a i n , a r e l a r g e r than 

the a c t u a l s i z e of the pod? 

A. The data s u p p o r t s t h a t . 

Q. Now, the i n f o r m a t i o n you have on the Texaco 

w e l l s h i f t s down to an 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 of 

844 -- what i s t h a t , 844 --

A. T h a t ' s m i l l i o n c u b i c f e e t , .8 B c f . 

Q. So you tak e t h i s , and you apply i t to the 

geology, and t h a t ' s a c t u a l l y the volume t h a t ' s being 

d r a i n e d ; i s n ' t t h a t r i g h t , t h a t w i l l be t a k e n ? 

A. The volume t h a t i s being d r a i n e d ? 

Q. Yes. I t d o e s n ' t t e l l you a n y t h i n g a b o u t 

t h e shape o f t h e pod. T h a t j u s t g i v e s you a volume 

f i g u r e ? 
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A. Th a t g i v e s you a volume, a d r a i n a g e r a d i u s . 

Q. And i f s u b s e q u e n t i n f o r m a t i o n t o t h e 1990 

w o r k o v e r shows t h a t t h e Texaco Malaga H a r r o u n T r u s t 

No. 1 can p r o d u c e a t a s u b s t a n t i a l l y h i g h e r r a t e , t h e n 

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

i t n o t ? 

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

d a t a , as i n d i c a t e d on E x h i b i t 6B, i s p r e t t y good d a t a 

t o u t i l i z e i n e s t i m a t i o n o f u l t i m a t e r e c o v e r y . 

Q. Th e r e ' s a w e l l i n S e c t i o n 3 1 . T h a t ' s a 

Santa Fe w e l l , i s i t n o t ? 

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

Q. What zones does t h a t p r o d u c e from? 

A. I b e l i e v e t h a t p r o d u c e s f r o m t h e AC. 

Q. Have you examined t h e l o g on t h a t w e l l ? 

A. I have n o t l o o k e d a t a l o g on t h a t w e l l . 

Q. I have a copy o f a l o g I ' d l i k e you t o l o o k 

a t , w h i c h I b e l i e v e i s on t h a t w e l l . C o r r e c t me i f 

I'm wrong. 31? Can you c o n f i r m t o me e x a c t l y what 

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

A. L e t me l o o k a t t h e c r o s s - s e c t i o n . I p r e f e r 

t o l o o k a t our i n t e r p r e t a t i o n , i f I m i g h t . 

Q. F i n e . 

A. I t ' s p r o d u c i n g f r o m what we c l a s s i f y as t h e 

AD and AC sands. 

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 

2 1 

22 

2 3 

24 

25 

52 

Q. And i f I l o o k a t E x h i b i t No. 4, t h i s i s a 

p l a t o f AD pods, i s i t n o t ? 

A. Pardon? 

Q. I f I l o o k a t y o u r E x h i b i t No. 4, i t says 

A t o k a AD Sand, and t h a t ' s where t h e pods a r e drawn. 

My q u e s t i o n i s , i f i t ' s p r o d u c i n g f r o m t h e AD, why 

d o n ' t you have a pod t h a t i n c l u d e s t h a t ? 

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

And I a l s o made a d r a i n a g e a n a l y s i s t o d a y on t h a t 

w e l l , a p r e l i m i n a r y , i n d i c a t i n g t h a t i f you t a k e 100 

p e r c e n t o f t h e p r o d u c t i o n and a p p l y i t t o an AC 

i n t e r v a l , y o u ' r e o n l y l o o k i n g a t a p p r o x i m a t e l y 100 

a c r e s a l s o . 

Q. So a l t h o u g h i t p r o d u c e s f r o m t h e AD, you 

t h i n k i t ' s t o o s m a l l t o i n c l u d e i n t h e pod? 

A. Yes. 

MR. CARR: T h a t ' s a l l I have. Thank y o u . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. O f f e n b e r g e r , e a r l i e r i n y o u r t e s t i m o n y 

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

and s p e c i f i c a l l y a b o u t t h e AC i n t e r v a l b e i n g more 

i m p o r t a n t t h a n t h e AD. Can you k i n d o f b r i e f l y go 

ov e r t h a t a g a i n ? I b e l i e v e you s a i d t h a t t h e 

i n a b i l i t y t o p r o d u c e t h e AC w o u l d be a r e a l d e t r i m e n t 
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to Santa Fe Energy. 

A. From o u r g e o l o g i c a l mapping o f t h e a r e a 

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

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

u n i t . 

Q. The south h a l f of S e c t i o n 1? 

A. Yeah, excuse me, south h a l f of S e c t i o n 1 i n 

our p r o r a t i o n u n i t . That w e l l , as we have shown, has 

not c o n t r i b u t e d any p r o d u c t i o n or s i g n i f i c a n t 

p r o d u c t i o n to the w e l l i n 1, and we f e e l t h a t , due to 

the r e s u l t s of t h a t , t h e r e ' s a d d i t i o n a l r e s e r v e s i n 

the south h a l f t h a t , i n c o n j u n c t i o n w i t h the mapping, 

i n d i c a t e t h a t c o u l d be r e c o v e r e d w i t h an a d d i t i o n a l 

we 11 . 

Q. I n t e r m s o f t h e Enron w e l l t h a t was b r o u g h t 

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

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

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

Q. Your E x h i b i t 6A i s e s s e n t i a l l y s a y i n g t h a t 

t h e s e pods, t h e Texaco pod i s 156 a c r e s l a r g e ; i s t h a t 

c o r r e c t ? 

A. My c a l c u l a t i o n s i n d i c a t e t h a t t h a t ' s the 

l a r g e s t pod t h a t you can p o s s i b l y see i n t h e AD 

i n t e r v a l . Keeping i n mind the assumption of s e v e r a l 

zones a r e open and we made the most c o n s e r v a t i v e 
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e s t i m a t e and a s s i g n e d a l l r e m a i n i n g p r o d u c t i o n t o t h a t 

i n t e r v a 1 . 

Q. And the Enron pod i s a c t u a l l y 166 a c r e s or 

so l a r g e ? 

A. Yes. Excuse me, d i d you say l a r g e r ? 

Q. No. J u s t t h a t ' s how b i g i t i s , 166 a c r e s . 

A. Oh, okay. 

Q. On your E x h i b i t No. 7 where you show the 

p r o d u c t i o n from your No. 1 w e l l , what do you a t t r i b u t e 

the drop i n the p r o d u c t i o n to a f t e r t h e --

A. The n a t u r e of the Atoka r e s e r v o i r s . 

Q. I s i t p o s s i b l e t h a t the Bank c o u l d have 

been a f f e c t e d by any k i n d of workover i n h e r e ? 

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

t h a t t h o r o u g h l y t o make a s t a t e m e n t one way o r t h e 

o t h e r . 

EXAMINER CATANACH: I don't t h i n k I have 

a n y t h i n g f u r t h e r , Mr. Bruce. 

MR. BRUCE: L e t me j u s t c l a r i f y one t h i n g , 

Mr. Examiner. 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Off e n b e r g e r , Mr. C a r r asked you a 

q u e s t i o n about the Santa Fe w e l l i n S e c t i o n 31. That 

w e l l i s p e r f o r a t e d i n the AD; i s t h a t c o r r e c t ? 
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A. T h a t ' s c o r r e c t . 

Q. But t h e g e o l o g y p r e s e n t e d , i f you w i l l 

r e c a l l , does t h a t show any p o r o s i t y i n t h a t zone? 

A. There i s no n e t pay i n t h a t w e l l . 

MR. BRUCE: Thank you. 

EXAMINER CATANACH: L e t ' s t a k e a 

f i v e - m i n u t e b r e a k h e r e . 

( T h e r e u p o n , a r e c e s s was t a k e n . ) 

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

t o o r d e r and t u r n i t o v e r t o Mr. C a r r a t t h i s t i m e . 

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

t h i s t i m e I w o u l d c a l l A l l e n R. Spelman. 

ALLEN R. SPELMAN, 

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. CARR: 

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

p l e a s e . 

A. My name i s A l l e n R. Spelman. 

Q. Where do you r e s i d e ? 

A. I l i v e i n W h e a t r i d g e , C o l o r a d o , w h i c h i s a 

s u b u r b o f Denver, C o l o r a d o . 

Q. By whom a r e you employed? 

A. I'm employed by Texaco. 
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Q. And i n what c a p a c i t y ? 

A. I'm an e x p l o r a t i o n g e o l o g i s t . 

Q. Mr. Spelman, have you p r e v i o u s l y t e s t i f i e d 

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

A. I have not. 

Q. Cou l d you summarize f o r Mr. Cat a n a c h y o u r 

e d u c a t i o n a l b a c k g r o u n d and t h e n b r i e f l y r e v i e w y o u r 

work e x p e r i e n c e ? 

A. I r e c e i v e d a degree of g e o l o g i c a l e n g i n e e r 

from the Colorado School of Mines i n 1957, an M.A. i n 

geology from the U n i v e r s i t y of Wyoming i n 1959. I 

completed a Ph.D. i n geology from t h e P e n n s y l v a n i a 

S t a t e U n i v e r s i t y i n 1964. I was h i r e d by Texaco i n 

Janu a r y of 1965, and I have worked c o n t i n u o u s l y f o r 

Texaco s i n c e t h a t time. 

My f i r s t a s s i g n m e n t was i n New O r l e a n s . I 

worked two and a h a l f y e a r s as e x p l o r a t i o n g e o l o g i s t 

o f f s h o r e L o u i s i a n a . 

I was t r a n s f e r r e d a t t h a t time to our 

r e s e a r c h l a b o r a t o r y i n B e l l a i r e , Texas, where I worked 

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

F o l l o w i n g t h a t , I was t r a n s f e r r e d t o Denver, Colorado, 

as s u p e r v i s o r of the geology l a b , r e s p o n s i b l e f o r 

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

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

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 

2 2 

2 3 

2 4 

25 

57 

c a r b o n a t e r e s e r v o i r s . 

For the l a s t 12 y e a r s , I have been an 

e x p l o r a t i o n g e o l o g i s t f o r Texaco, working p r i m a r i l y i n 

the Rocky Mountain a r e a but a l s o i n v o l v e d i n s e v e r a l 

f o r e i g n a s s i g n m e n t s . 

Q. Mr. Spelman, a r e you f a m i l i a r w i t h t he 

a p p l i c a t i o n f i l e d i n t h i s c a s e by Santa Fe Energy 

O p e r a t i n g P a r t n e r s ? 

A. Yes, I am. 

Q. Have you made a g e o l o g i c a l study of the 

Atoka f o r m a t i o n i n the a r e a of the Malaga-Atoka Gas 

Pool? 

A. Yes, I have. 

MR. CARR: A t t h i s t i m e , Mr. Ca t a n a c h , we 

t e n d e r A l l e n R. Spelman as an e x p e r t w i t n e s s i n 

p e t r o l e u m g e o l o g y . 

EXAMINER CATANACH: Mr. Spelman i s so 

q u a l i f i e d . 

Q. (BY MR. CARR) Could you b r i e f l y s t a t e what 

Texaco seeks by ap p e a r i n g i n t h i s c a s e ? 

A. Texaco seeks a p e n a l t y on t h e Malaga 1 

F e d e r a l Com No. 2 t o o f f s e t t h e a d v a n t a g e g a i n e d on 

Texaco as o f f s e t t i n g o p e r a t o r t o an e a s t h a l f u n i t i n 

S e c t i o n 6. 

Q. Does Texaco a l s o o b j e c t to the r e q u e s t f o r 
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s i m u l t a n e o u s d e d i c a t i o n i n the Atoka f o r m a t i o n ? 

A. Yes, Texaco does o b j e c t to the r e q u e s t f o r 

a s i m u l t a n e o u s d e d i c a t i o n i n the south h a l f of S e c t i o n 

1 of the proposed No. 2 w e l l . 

Q. Mr. Spelman, by way of background, c o u l d 

you i d e n t i f y and b r i e f l y r e v i e w the h i s t o r y of 

Texaco's Getty Harroun Com 6 No. 1 w e l l i n t h e 

northwe s t of S e c t i o n 6? 

A. The w e l l i n S e c t i o n 6 was d r i l l e d by G e t t y 

O i l . I t was spud by c a b l e t o o l i n June of 1981 and 

then spud by r o t a r y r i g i n December of 1981. I n March 

of 1982, i t was TD'd a t a depth of 13,300 f e e t i n 

Morrow c l a s t i c s e c t i o n . 

I n A p r i l of 1982, i t was completed i n the 

Morrow i n s i x s e p a r a t e zones over a g r o s s i n t e r v a l of 

12,557 f e e t to 13,226 f e e t . The c a l c u l a t e d open flow 

was 1.46 MM c u b i c f e e t of gas per day. 

I n F e b r u a r y of 1984, the w e l l was plugged 

back to a depth of 12,195 f e e t , and i t was recompleted 

from a Massive Atoka c a r b o n a t e . The p e r f o r a t i o n 

i n t e r v a l was 12,144 to 12,150 f e e t . I t had a 

c a l c u l a t e d open flow of 14,630 Mcf of gas per day. 

I n August of 1984, the I v a n o v i a Bank or 

Atoka Bank i n t e r v a l was p e r f o r a t e d . That i n t e r v a l was 

from 12,019 f e e t to 12,032 f e e t . I n J u l y of 1990, the 
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Lower A t o k a sand was p e r f o r a t e d . T h i s i s r e f e r r e d t o 

i n f o r m a l l y as t h e Texaco C sand. P e r f o r a t i o n i n t e r v a l 

f o r t h e C sand was 11,981 t o 11,991 f e e t . T h a t 

i n t e r v a l was p o t e n t i a l e d w i t h 10 b a r r e l s o f o i l , 3 

b a r r e l s o f w a t e r , and tw o , 2,078 Mcf gas p e r day. 

I n June o f t h i s y e a r , r e s p o n s i b i l i t y f o r 

s o u t h e a s t New Mexico was t r a n s f e r r e d f r o m M i d l a n d , 

Texas, t o Denver, C o l o r a d o . S i n c e t h a t t i m e , t h e 

Denver o f f i c e has been r e v i e w i n g p r o d u c i n g p r o p e r t i e s 

and a c r e a g e h o l d i n g s t h a t we have i n s o u t h e a s t e r n New 

Me x i c o . As a r e s u l t o f t h e r e v i e w o f t h e G e t t y Malaga 

w e l l , t h e Denver o f f i c e recommended t o t h e Hobbs a r e a 

t h a t t h a t w e l l s h o u l d be r e c o m p l e t e d and a c i d i z e d . 

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

abo u t t h e 1 s t o f O c t o b e r , t h e w e l l was r e p e r f o r a t e d 

and a c i d i z e d . The r e p e r f o r a t i o n s and a c i d i z i n g t o o k 

p l a c e o v e r a l l t h r e e zones t h a t were open i n t h e 

w e l l . As a r e s u l t o f t h a t work o v e r , t h e w e l l f l o w e d 

a t a r a t e o f 1.3 m i l l i o n c u b i c f e e t o f gas p e r day a t 

a f l o w i n g t u b i n g p r e s s u r e o f 700 p s i . 

The Texaco o r G e t t y Malaga w e l l i s l o c a t e d 

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

gas u n i t . I t i s l o c a t e d 1980 f e e t f r o m t h e n o r t h l i n e 

and 1880 f e e t f r o m t h e west l i n e . 

Q. T h i s i s a s t a n d a r d u n i t i n t h e A t o k a ? 
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A. T h i s i s a s t a n d a r d u n i t i n the Atoka. 

Q. Bef o r e we get i n t o the g e o l o g i c a l 

t e s t i m o n y , c o u l d you i d e n t i f y f o r Mr. Catanach the 

p r o p e r t y i n the a r e a which i s a c t u a l l y o p e r a t e d by 

Texaco? 

A. I f you w i l l r e f e r to t h e map, F i g u r e 2, the 

ar e a t h a t i s shown i n y e l l o w i d e n t i f i e s Texaco's 

a c r e a g e i n t e r e s t i n the a r e a . 

Q. T h i s e x h i b i t a l s o c o n t a i n s a t r a c e f o r a 

c r o s s - s e c t i o n A-A', does i t not? 

A. Yes. 

Q. T h a t ' s E x h i b i t 1? 

A. E x h i b i t 1 i s a s t r a t i g r a p h i c c r o s s - s e c t i o n 

t h a t c o n n e c t s the Santa Fe w e l l i n the south h a l f of 

S e c t i o n 1 to the Ge t t y w e l l i n the nor t h w e s t q u a r t e r 

of S e c t i o n 6. And i t would pas s through a p p r o x i m a t e l y 

the proposed l o c a t i o n of Santa Fe's w e l l i n the 

s o u t h e a s t q u a r t e r of S e c t i o n 1. 

MR. STOVALL: Mr. C a r r , I do want t o 

i n t e r r u p t one t h i n g . I t h i n k I h e a r d you say a m i n u t e 

ago t h a t t h e Texaco Malaga w e l l i s l o c a t e d a t a 

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

THE WITNESS: Yes. 

MR. STOVALL: I s t h a t c l e a r , which one i s 

the Malaga w e l l ? 
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THE WITNESS: We a r e u s i n g the name Texaco 

and G e t t y . 

MR. STOVALL: I un d e r s t a n d t h a t . 

MR. CARR: T h a t w e l l i s a t a 1980 f r o m t h e 

n o r t h l i n e , 1980 f r o m t h e west l i n e l o c a t i o n i n 

S e c t i o n 6. 

MR. STOVALL: Oh. I s t h a t the same as the 

Harroun Com S t a t e No. 1. 

MR. CARR: T h a t i s t h e same w e l l . I f you 

p u t t h e whole name on i t , i t ' s t h e Texaco G e t t y Malaga 

No. 1 F e d e r a l Com No. 2 --

THE WITNESS: No, No. 1. 

MR. CARR: We w i l l r e f e r to i t from t h i s 

p o i n t on as the Texaco w e l l . I t i s the w e l l i n the 

northw e s t q u a r t e r of S e c t i o n 6. A l l r i g h t ? 

MR. STOVALL: I was r e a d i n g Texaco's notes 

here t h a t were p a r t of the e x h i b i t and l o o k i n g a t the 

t h i n g , and then he r e f e r r e d to a d i f f e r e n t name. So I 

wanted to make s u r e we're on the same w e l l . 

MR. CARR: I t ' s the Harroun w e l l , but i t i s 

the w e l l i n the northwest of 6. 

MR. STOVALL: Okay. 

Q. (BY MR. CARR) Mr. Spelman, l e t ' s go now t o 

E x h i b i t No. 1. Would you r e v i e w t h a t , p l e a s e , f o r Mr. 

Catanach. 
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A. E x h i b i t No. 1 i s a s t r a t i g r a p h i c 

c r o s s - s e c t i o n c o n n e c t i n g t h e Santa Fe w e l l i n S e c t i o n 

1 t o t h e Texaco w e l l i n S e c t i o n 6. These a r e p o r t i o n s 

o f n e u t r o n d e n s i t y l o g s . 

On t h e r i g h t - h a n d s i d e , I ' v e shown t h e 

i n f o r m a l t e r m i n o l o g y o f Texaco where we have 

i d e n t i f i e d t h e Texaco B, t h e Texaco C, and t h e Texaco 

D. I f I'm c o r r e c t i n l o o k i n g a t t h e e x h i b i t s 

p r e s e n t e d e a r l i e r , t h e Texaco D i s e q u i v a l e n t t o Santa 

Fe A t o k a Bank. The Texaco C w o u l d be e q u i v a l e n t t o 

t h e Santa Fe AD. And t h e Texaco B w o u l d be e q u i v a l e n t 

t o t h e Santa Fe AC members. 

L o o k i n g a t t h e Texaco w e l l , i n t h e d e p t h 

column, I ' v e shown p e r f o r a t i o n i n t e r v a l s i n t h r e e 

zones, a l l w i t h i n t h e A t o k a f o r m a t i o n . The l o w e r zone 

i s i n t h e M a s s i v e A t o k a , what we r e f e r t o as t h e 

Ma s s i v e A t o k a . The m i d d l e zone i s i n t h e A t o k a Bank 

or t h e D, and t h e uppe r zone i s i n t h e A t o k a C. 

On t h e l e f t - h a n d s i d e , a p o r t i o n o f t h e 

n e u t r o n d e n s i t y l o g f r o m t h e Santa Fe w e l l i n S e c t i o n 

1. P e r f o r a t i o n i n t e r v a l s a r e shown i n t h e d e p t h 

column, and o u r i n f o r m a t i o n was t h a t t h e A t o k a D had 

been p e r f o r a t e d , and i t was t h e p r o d u c i n g zone i n t h a t 

w e l l . 

I ' v e a l s o shown two i n t e r v a l s t h a t were 
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d r i l l stem t e s t e d . T h i s i n f o r m a t i o n came from the 

bottom, the r e s i s t i v i t y l o g t h a t was a v a i l a b l e to us 

on m i c r o f i c h e from MJ Systems. That i n d i c a t e d t h a t i n 

the upper t e s t , a t e s t t h a t would have gone through 

the AC and the AD zones, t h a t t h a t t e s t d i d r e c o v e r a 

s m a l l amount of gas i n the sample chamber. 

I n l o o k i n g a t the AD zone or RC zone, the 

blue h o r i z o n , i t lo o k s as though t h a t t h e r e i s some 

c r o s s o v e r of the neutron d e n s i t y l o g , s u g g e s t i n g t h a t 

t h e r e i s the p o t e n t i a l f o r gas i n t h a t u n i t . 

A l s o shown on t h i s c r o s s - s e c t i o n would be 

the l o c a t i o n of the proposed No. 2 w e l l i n S e c t i o n 1. 

I n dashed l i n e a d j a c e n t to t h a t would be the boundary 

l i n e between S e c t i o n 1 and S e c t i o n 6. 

What we would l i k e to emphasize i n t h i s 

c r o s s - s e c t i o n i s the f a c t t h a t we s t r o n g l y b e l i e v e 

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

r e s e r v o i r s . There would be c o n t i n u i t y e s p e c i a l l y i n 

the D t h a t we w i l l t r y to d i s p l a y to you i n the maps 

t h a t we w i l l p r e s e n t , and we f e e l t h a t t h e r e i s a l s o 

c o n t i n u i t y i n our Texaco C or the AD, as w e l l as i n 

the Texaco B u n i t s . 

So the primary purpose of t h i s 

c r o s s - s e c t i o n i s to emphasize the p r o x i m i t y of the 

proposed l o c a t i o n to the boundary between our l e a s e s 
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and to show what we b e l i e v e i s c o n t i n u i t y of the 

r e s e r v o i r s between t h e s e w e l l s . 

Q. Mr. Spelman, how f a r from the proposed 

l o c a t i o n a r e e i t h e r the Santa Fe w e l l i n S e c t i o n 1 or 

the Texaco w e l l i n S e c t i o n 6? 

A. The proposed Santa Fe w e l l i s a p p r o x i m a t e l y 

2,500 f e e t n o r t h e a s t of the Santa Fe No. 1 w e l l , and 

i t would be about 2,800 f e e t to the southwest from the 

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

Q. L e t ' s go now t o y o u r E x h i b i t No. 2, t h e 

s t r u c t u r e map on t h e t o p o f t h e -- I guess i t ' s t h e D 

sand? 

A. The D Bank. 

Q. The D Bank. And I would ask you to r e v i e w 

t h a t f o r Mr. Catanach. 

A. F i g u r e 2 i s a s t r u c t u r e map drawn on the 

top of the I v a n o v i a Atoka Bank or the Texaco D U n i t . 

The mapping t h a t i s shown on t h i s e x h i b i t and a l l my 

ot h e r maps i s based e n t i r e l y on s u b s u r f a c e c o n t r o l . 

No g e o p h y s i c a l data was used i n drawing t h e s e maps. 

T h i s map shows t h a t the r e g i o n a l d i p i n 

t h i s a r e a i s to the e a s t a t a p p r o x i m a t e l y 100 to 150 

f e e t per m i l e to the e a s t . The importance of t h i s 

c r o s s - s e c t i o n i s to emphasize the f a c t t h a t t he 

proposed Santa Fe w e l l i s l o c a t e d s t r u c t u r a l l y h i g h e r 
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t h a n t h e e x i s t i n g Texaco w e l l , w h i c h w o u l d g i v e 

a d v a n t a g e t o t h e Santa Fe w e l l i n d r a i n a g e o f r e s e r v e s 

i n S e c t i o n 6. 

Q. L e t ' s move on t o Texaco E x h i b i t No. 3. 

Would you i d e n t i f y and r e v i e w t h a t ? 

A. Texaco E x h i b i t No. 3 i s an i s o p a c h map o f 

t h e I v a n o v i a A t o k a Bank U n i t . T h i s i s o p a c h map shows 

t h a t t h e r e i s r e g i o n a l t h i c k e n i n g o f t h e I v a n o v i a Bank 

t o t h e e a s t . 

A l s o , i t shows what we have i n t e r p r e t e d 

p o s s i b l e c a r b o n a t e b u i l d - u p s t h a t t r e n d i n a more o r 

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

c o u l d a l s o be d e s c r i b e d as c a r b o n a t e mounds. T h e r e 

a r e t h i c k s i n S e c t i o n 3 1 , and t h e r e i s a g a i n t h e 

p o t e n t i a l o f a t h i c k b u i l d u p i n S e c t i o n 6 and i n 

S e c t i o n 7 as w e l l . 

So what we hope t o show i n t h i s f i g u r e i s 

t h a t we do have i n f a c t c o n t i n u i t y o f t h i s r e s e r v o i r 

between S e c t i o n 6 and S e c t i o n 1. 

Q. L e t ' s move on now t o E x h i b i t No. 4, t h e 

i s o p a c h map. Would you r e v i e w t h a t f o r Mr. Catanach? 

A. E x h i b i t No. 4 i s a i s o p a c h map o f t h e f e e t 

o f n e u t r o n d e n s i t y c r o s s o v e r w i t h i n t h e A t o k a Bank. 

O f t e n t i m e s , n e u t r o n d e n s i t y c r o s s o v e r i n a r e s e r v o i r 

c o u l d i n d i c a t e t h e p o t e n t i a l f o r gas p r o d u c t i o n . 
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So on t h e b a s i s o f t h e c o n t o u r i n g we're 

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

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

i n t h e c o l o r code t h a t we're u s i n g h e r e , p r o d u c t i o n 

f r o m t h e I v a n o v i a Bank i s shown by t h e b l u e 

c o l o r a t i o n . So t h a t , as you can see i n S e c t i o n 6, t h e 

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

I n S e c t i o n 1, t h e Santa Fe w e l l i n t h e 

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

o f S e c t i o n l , t h e Enron w e l l p r o d u c e s f r o m t h a t u n i t . 

I f y o u ' l l go down t o S e c t i o n 7, t h e two 

w e l l s t h a t have been d r i l l e d i n S e c t i o n 7, Range 29 

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

s o u t h h a l f o f S e c t i o n 12 a l s o p r o d u c e s f r o m t h a t 

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

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

Q. L e t ' s move on now t o t h e Texaco e x h i b i t s on 

t h e Lower A t o k a sand, t h e C sand, and I ' d ask you t o 

r e f e r t o Texaco E x h i b i t No. 5 and i d e n t i f y and r e v i e w 

t h a t , p i ease. 

A. F i g u r e 5 i s a s t r u c t u r e map drawn on t h e 

t o p o f t h e Lower A t o k a sand. I b e l i e v e t h i s w o u l d 

c o r r e l a t e w i t h t h e Santa Fe AD sand member. 

The p u r p o s e o f t h e s t r u c t u r e map i s t o 

d e m o n s t r a t e a g a i n , t h e r e g i o n a l d i p i s t o t h e e a s t , 
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and t h a t by d r i l l i n g the proposed No. 2 w e l l i n 

S e c t i o n 1, Santa Fe would be s t r u c t u r a l l y h i g h t o the 

Texaco w e l l and g a i n a s i g n i f i c a n t advantage i n 

d r a i n i n g the r e s e r v e s i n S e c t i o n 6. 

Q. L e t ' s move now to Texaco E x h i b i t No. 6. 

A. F i g u r e No. 6 i s an i s o p a c h map of the Lower 

Atoka sand. What I have t r i e d to do i s look a t the 

sand u n i t as an e n t i r e u n i t and not i s o l a t e out only 

t h a t p o r t i o n which i s porous. So t h a t on the b a s i s of 

the e l e c t r i c l o g c h a r a c t e r of the w e l l and the 

t h i c k n e s s e s of the u n i t , I would i n t e r p r e t t h a t the 

geology s u g g e s t s t h a t what we have i s something on the 

order of a d i s t r i b u t a r y c h a n n e l . 

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

t h a t c h a n n e l would be i n the Enron w e l l i n S e c t i o n 

36. We would t r e n d t h a t c h a n n e l more i n a s o u t h e a s t -

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

The i n t e r p r e t a t i o n would be t h a t t h a t sand 

i n S e c t i o n 1 i s p a r t of t h a t same sand system but i s 

something of an overbank type of u n i t . 

The b o undaries I have shown as a c h a n n e l i s 

only t h e r e to s o r t of h i g h l i g h t t he i n t e r p r e t a t i o n of 

the c h a n n e l . Where the a c t u a l b o u n d a r i e s of the 

ch a n n e l would be cou l d f l u c t u a t e a l i t t l e b i t i n 

e i t h e r d i r e c t i o n , but I t h i n k I would argue 
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g e o l o g i c a l l y t h a t t h i s i n t e r p r e t a t i o n w o u l d be a v a l i d 

i n t e r p r e t a t i o n based on t h e w e l l c o n t r o l t h a t i s 

a v a i l a b l e t o us i n t h i s a r e a . 

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

be t o ar g u e t h a t t h e sand, t h e Texaco C sand o r t h e AC 

sand, w o u l d be p a r t o f t h e same c o n t i n u o u s r e s e r v o i r 

s y s t e m . 

Q. I f we c o u l d go now t o t h e i s o p a c h map 

sho w i n g t h e n e u t r o n d e n s i t y c r o s s o v e r , E x h i b i t No. 7, 

wo u l d you e x p l a i n t o Mr. Catanach what t h a t e x h i b i t 

shows ? 

A. E x h i b i t No. 7 w o u l d be an i s o p a c h map o f 

t h e f e e t o f n e u t r o n d e n s i t y c r o s s o v e r w i t h i n t h e Lower 

A t o k a sand. What we a r e sh o w i n g a g a i n i s a 

c o n f i g u r a t i o n t h a t s u g g e s t s t h a t t h e main r e s e r v o i r 

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

t h a t r e s e r v o i r q u a l i t y e x i s t s o u t s i d e t h e l i m i t o f 

t h a t c h a n n e l i n t o S e c t i o n 1, and t h a t t h e Santa Fe 

w e l l , i n f a c t , does have t h e p o t e n t i a l t o be 

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

I w o u l d l i k e t o p o i n t o u t t h a t based on t h e 

c o l o r code t h a t we used, t h e g r e e n c o l o r i n d i c a t e s 

p r o d u c t i o n f r o m t h a t Lower A t o k a sand o r t h e AD sand. 

So t h a t t h e two w e l l s i n S e c t i o n 36 a r e p e r f o r a t e d and 

pr o d u c e f r o m t h a t sand. The w e l l i n S e c t i o n 31 i s 
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p e r f o r a t e d i n t h a t sand, and we assume p r o d u c e s f r o m 

t h e sand. And t h e w e l l i n t h e n o r t h h a l f o f S e c t i o n 

12 i s p e r f o r a t e d and p r o d u c e s f r o m t h a t sand. And 

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

Santa Fe w e l 1 . 

So we f e e l on t h e b a s i s o f o u r g e o l o g i c 

i n t e r p r e t a t i o n , on t h e b a s i s o f t h e g e o l o g i c c o n t r o l 

a v a i l a b l e , t h a t t h a t i s i n f a c t a c o n t i n u o u s sand body 

and t h a t a w e l l i n t h e n o r t h e a s t — i n t h e s o u t h e a s t 

q u a r t e r o f S e c t i o n 1 w o u l d i n f a c t d r a i n Texaco's w e l l 

i n S e ct i o n 6. 

Q. How would you g e n e r a l l y d e s c r i b e t he Atoka 

f o r m a t i o n i n t h i s a r e a ? 

A. The Atoka f o r m a t i o n i s a s e r i e s of sands 

t h a t a r e i s o l a t e d by impermeable s h a l e s . And a t the 

base of t h a t i n t e r v a l would be the ma s s i v e Atoka 

c a r b o n a t e , which a l s o i s i s o l a t e d by a s h a l e sequence. 

Q. W i t h t h e d a t a a v a i l a b l e t o you, Mr. 

Spelman, do you see a n y t h i n g t h a t w o u l d s u p p o r t 

c h a r a c t e r i z i n g t h e f o r m a t i o n as a number o f 

d i s c o n n e c t e d pods w i t h i n t h e s e p a r t i c u l a r sand 

c h a n n e I s ? 

A. I b e l i e v e t h a t on the b a s i s of our 

i n t e r p r e t a t i o n , i n t h i s l i m i t e d a r e a , the sand members 

are c o n t i n u o u s i n t h i s a r e a . 
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Q. C o u l d you g e n e r a l l y summarize f o r Mr. 

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

g e o l o g i c s t u d y o f t h e area? 

A. We f e e l t h a t t h e two p r i m a r y zones o f 

p r o d u c t i o n i n t h i s a r e a a r e f r o m t h e A t o k a Bank and 

f r o m t h e Lower A t o k a sand, t h e Texaco C sand. 

We f e e l t h a t t h e B sand and t h e C sand and 

t h e A t o k a Bank a r e c o n t i n u o u s b o d i e s a c r o s s i n t h e 

ar e a o f S e c t i o n 6 and e x t e n d i n g i n t o S e c t i o n 1 and i n 

t h i s g e n e r a l a r e a . 

We f e e l t h a t a t t h e p r o p o s e d u n o r t h o d o x 

l o c a t i o n , Santa Fe g a i n s an a d v a n t a g e on Texaco's 

a c r e a g e i n S e c t i o n 6. We f e e l t h a t t h e y w i l l 

e n c o u n t e r t h e same r e s e r v o i r t h a t i s b e i n g p r o d u c e d i n 

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

w e l l . T h a t w e l l w i l l be s t r u c t u r a l l y h i g h t o Texaco; 

so i t w i l l have an o p p o r t u n i t y t o d r a i n Texaco's 

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

We f e e l t h a t t h e r e s e r v o i r s t h a t t h e y w i l l 

e n c o u n t e r w i l l be as t h i c k o r p o s s i b l y t h i c k e r t h a n 

Texaco's w e l l s , g a i n i n g an a d v a n t a g e on Texaco. And 

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

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

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

s h o u l d be a s s e s s e d t o t h a t w e l l . 
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Q. Mr. Spelman, w i l l Texaco c a l l an 

e n g i n e e r i n g w i t n e s s t o p r e s e n t i t s p e n a l t y 

r e c o m m e n d a t i o n ? 

A . Yes, i t w i l l . 

Q. Were E x h i b i t s 1 t h r o u g h 7 p r e p a r e d by you? 

A. Yes, t h e y were. 

MR. CARR: A t t h i s t i m e , Mr. C a t a n a c h , we 

move t h e a d m i s s i o n o f Texaco 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 as e v i d e n c e . 

MR. CARR: T h a t c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Mr. Spelman. 

EXAMINER CATANACH: Mr. Bruce? 

MR. BRUCE: J u s t a few q u e s t i o n s , Mr. 

Examiner. 

EXAMINATION 

BY MR. BRUCE: 

Q. J u s t t o c l a r i f y s o m e t h i n g , Mr. Spelman, and 

I b e l i e v e we a g r e e d , Texaco's B sand i s e q u i v a l e n t t o 

Santa Fe's AC sand? 

A. T h a t w o u l d be my u n d e r s t a n d i n g . 

Q. And t h e C sand i s e q u i v a l e n t t o t h e AD? 

A. T h a t w o u l d be my u n d e r s t a n d i n g based on 

y o u r d i s p l a y s . 

Q. And Texaco's D sand i s e q u i v a l e n t t o Santa 
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Fe's Atoka Bank? 

A. Yes. We c a l l i t the D. I t ' s a ca r b o n a t e 

bank . 

Q. Now, your f i r s t e x h i b i t , i s t h e r e any 

p r o d u c t i o n from the AC sand, Texaco's B sand i n the 

Get t y Malaga Harroun w e l l ? 

A. To my knowledge, t h a t i n t e r v a l has not been 

p e r f o r a t e d . 

Q. Looking over a t the Santa Fe Malaga 1 No. 1 

w e l l , do you have any data which would c o u n t e r Mr. 

O f f e n b e r g e r ' s a s s e r t i o n t h a t the AC and the AD zones 

a r e not c o n t r i b u t i n g to p r o d u c t i o n i n t h a t w e l l ? 

A. My only data would be the f a c t t h a t t h a t 

i n t e r v a l of those sands was d r i l l stem t e s t e d , and 

t h a t gas was r e c o v e r e d i n the sample chamber d u r i n g 

the c o u r s e of t h a t d r i l l stem t e s t . 

Q. I t h i n k you s a i d s m a l l amounts? 

A. A s m a l l amount, r i g h t . I would a l s o say 

t h a t on the b a s i s of the l o g c h a r a c t e r and t h e f a c t 

t h a t t h e r e i s neutron d e n s i t y c r o s s o v e r w i t h i n t h a t C 

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

f o r p r o d u c t i o n . I t does not ensure p r o d u c t i o n . 

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

E x h i b i t , E x h i b i t 7, t h i s i s t h e Texaco C sand; i s t h a t 

c o r r e c t ? 
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A . 

Q • 

A . 

p e r c e n t . 

Q • 

A . 

p e r c e n t . 

Q • 

A . 

Q • 

A . 

Q • 

A . 

Q • 

Yes, i t i s . 

What i s y o u r p o r o s i t y c u t o f f ? 

P o r o s i t y c u t o f f w o u l d be a t a p p r o x i m a t e l y 8 

8 p e r c e n t ? 

I t w i l l be somewhere between 6 and 8 

6 t o 8 p e r c e n t ? 

R i g h t . 

And t h a t ' s l o w e r t h a n what Santa Fe uses? 

Yes . 

Santa Fe used a 10 p e r c e n t f i g u r e ? 

Yes . 

I f you use t h e Santa Fe, what w o u l d you 

show as f a r as n e t o r Santa Fe's e x i s t i n g w e l l ? 

A. On h e r e , I ' d p r o b a b l y -- I w o u l d show z e r o . 

Q. Do you use t h a t same p o r o s i t y c u t o f f i n 

t h e bank, Texaco's D zone? 

A. The Texaco D zone i s a c a r b o n a t e u n i t , as 

opposed t o t h e C, w h i c h i s a s a n d s t o n e . So t h e s e a r e 

e n t i r e l y 1 i t h o l o g i c a l l y d i f f e r e n t k i n d s o f b o d i e s . 

The D zone i s a c a r b o n a t e bank, t y p i c a l l y 

shows a v e r y low p o r o s i t y , g e n e r a l l y i n t h e r a n g e o f 3 

p e r c e n t . 3 p e r c e n t i s s u f f i c i e n t f o r p r o d u c t i o n i n 

t h i s a r e a . So we're a s k i n g a b o u t two e n t i r e l y 
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d i f f e r e n t k i n d s of b o d i e s , l i t h o l o g i e s . 

Q. So you r e a l l y c a n ' t equate the two? 

A . No . 

Q. One f i n a l q u e s t i o n . On your E x h i b i t 7, you 

show j u s t one huge, con t i n u o u s r e s e r v o i r here i n the 

Santa Fe AD zone, the Texaco C zone? 

A. T h i s i s the i s o p a c h of what I ' v e 

i n t e r p r e t e d as neutron d e n s i t y c r o s s o v e r . And I ' v e 

shown footag e s of what I i n t e r p r e t i n each of t h o s e 

w e l l s . So on the b a s i s of t h a t i n t e r p r e t a t i o n , I'm 

showing t h a t as one c o n t i n u o u s sand body. 

Q. E x t e n d i n g f o r -- l o o k i n g a t t h e Texaco 

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

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

s o u t h e a s t ? 

A. Yes. I t would extend down to the next 

s e c t i o n , one m i l e to the next s e c t i o n . 

MR. BRUCE: I don't have a n y t h i n g f u r t h e r , 

Mr. Examiner. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. J u s t a c o u p l e . You s a i d you've looked 

g e o l o g i c a l l y j u s t a t t h i s one s m a l l a r e a . Have you 

looked a t the d e p o s i t i o n a l environment on a r e g i o n a l 

or more r e g i o n a l b a s i s ? 
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A. I ' v e r e l i e d on work t h a t has been done by 

Texaco g e o l o g i s t s i n M i d l a n d who have g i v e n us a l l o f 

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

r e g i o n a l s t u d y we're d o i n g on e v a l u a t i n g o u r 

p r o p e r t i e s , we a r e u s i n g t h e f r a m e w o r k t h a t has been 

e s t a b l i s h e d p r e v i o u s l y by Texaco f o r t h i s a r e a . And 

t h e i n t e r p r e t a t i o n I have shown does f o l l o w f a i r l y 

c l o s e l y t o t h e i n t e r p r e t a t i o n t h a t Texaco uses f o r 

t h i s a r e a . 

Q. I n t h i s g e n e r a l a r e a , do you show t h e 

e x i s t e n c e o f pods? 

A. No, we do n o t . We're t a l k i n g a b o u t t h e AD 

now? 

Q. R i g h t . 

A. R i g h t . No, we do n o t . 

Q. Do you show them on a more r e g i o n a l b a s i s ? 

A. I t h i n k p a r t o f t h e d i f f e r e n c e s i n some o f 

our d i s p l a y s , what I have t r i e d t o f o c u s on i s t h e 

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

e n v i r o n m e n t . 

I f you t a k e a s a n d s t o n e u n i t , i t w i l l n o t 

be, have t h e same r e s e r v o i r c h a r a c t e r o v e r t h e e n t i r e 

u n i t . So t h a t i f you were t o o n l y map what you t h i n k 

i s p o r o s i t y , you may come up w i t h a p o d - l i k e map, b u t 

i f y ou l o o k a t t h e sand as a wh o l e and t r y t o 
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u n d e r s t a n d i t s d e p o s i t i o n a l environment, you may not 

see the p o d - l i k e appearance. You may see a more 

b l a n k e t - l i k e appearance. 

So the d i f f e r e n c e , I t h i n k , i n p a r t of our 

d i s p l a y s i s I ' v e t r i e d to look a t the sand as a 

d e p o s i t i o n a l u n i t so t h a t I c o u l d i n d i c a t e what we 

b e l i e v e i s c o n t i n u i t y of r e s e r v o i r . 

I f you only f o c u s on what you t h i n k i s 

porous v e r s u s nonporous, you a r e v e r y l i m i t e d to your 

w e l l c o n t r o l . Once you get a few f e e t beyond your 

w e l l c o n t r o l , you c o u l d go to zero p o r o s i t y . So when 

you s t a r t drawing pods t h a t a r e two m i l e s long based 

on one w e l l c o n t r o l p o i n t , you're g e t t i n g out i n the 

r e a c h e s of -- g e o l o g i s t s l i k e to c o n c e p t u a l i z e , and 

t h a t ' s c e r t a i n l y c o n c e p t u a l i z a t i o n to the u l t i m a t e . 

EXAMINER CATANACH: I have n o t h i n g f u r t h e r . 

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

Dor e . 

JIM DORE, 

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

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

EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e y o u r name f o r t h e r e c o r d , 

p l e a s e . 
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A. My name i s J i m Dore. 

Q. Where do you r e s i d e ? 

A. I n Denver, C o l o r a d o . 

Q. By whom a r e you employed and i n what 

c a p a c i t y ? 

A. By Texaco as a p e t r o l e u m e n g i n e e r . 

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

D i v i s i o n ? 

A . I have n o t . 

Q. Would you b r i e f l y summarize f o r Mr. 

Catan a c h y o u r e d u c a t i o n a l b a c k g r o u n d and r e v i e w y o u r 

work e x p e r i e n c e ? 

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 Oklahoma S t a t e U n i v e r s i t y 

i n 1968. I ' v e been employed by Texaco s i n c e June o f 

1981 and have been w o r k i n g i n t h e s o u t h e a s t New Mexico 

a r e a f o r t h e l a s t two and a h a l f y e a r s . 

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

i n t h i s case by Santa Fe? 

A. Yes, I am. 

Q. Have you made an e n g i n e e r i n g s t u d y o f t h e 

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

A. Yes, I have. 

MR. CARR: We t e n d e r Mr. Dore as an e x p e r t 

w i t n e s s i n p e t r o l e u m e n g i n e e r i n g . 
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EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (BY MR. CARR) Mr. Dore, c o u l d you t e l l us 

how much has t h e Texaco w e l l p r o d u c e d t o d a t e ? 

A. The w e l l has p r o d u c e d 1.73 Bcf so f a r . 

Q. What was i t s most r e c e n t p r o d u c i n g area? 

A. The most r e c e n t p r o d u c i n g r a t e p r i o r t o 

t h i s t e s t t h a t Mr. Spelman m e n t i o n e d was 287 Mcf p e r 

day . 

Q. Mr. Spelman i n d i c a t e d you j u s t r e c e n t l y 

r e c e i v e d some new i n f o r m a t i o n on t h e w e l l ? 

A. Yes, s i r . The Hobbs a r e a o f f i c e w o r k e d 

o v e r and r e p e r f o r a t e d t h e C, D zones i n t h e M a s s i v e 

A t o k a and a c i d i z e d t h e s e zones. T h e i r i n i t i a l r e p o r t s 

i n d i c a t e an p r o d u c t i o n r a t e o f 1.3 m i l l i o n c u b i c f o o t 

a day and a f l o w i n g t u b i n g p r e s s u r e o f 700 pounds. 

Q. T h i s i s s u b s t a n t i a l l y b e t t e r t h a n t h e 

i n f o r m a t i o n you had on t h e w e l l p r i o r t o t h i s 

w o r k o v e r ? 

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

Q. P r i o r t o r e c e i v i n g t h i s i n f o r m a t i o n , had 

you a t t e m p t e d t o c a l c u l a t e t h 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 y o u r Texaco w e l l ? 

A. Yes, I have. The p r o d u c t i o n h i s t o r y o f 

t h i s w e l l i s v e r y e r r a t i c , and I used t h r e e d i f f e r e n t 

methods t o e s t i m a t e t h e u l t i m a t e r e c o v e r y . N o r m a l l y , 
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an i d e a l s i t u a t i o n , you have n i c e smooth c u r v e s , and 

i t makes i t easy t o e s t i m a t e t h e s e r e s e r v e s . My No. 1 

-- c o r r e c t i o n , t h e No. 8 f i g u r e i s a P/Z cum gas 

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

F i g u r e 9 i s t h e r a t e v e r s u s cum gas. 

F i g u r e 10 i s t h e r a t e v e r s u s t i m e w i t h a h y p e r b o l i c 

d e c l i n e . And F i g u r e 11 i s t h e r a t e v e r s u s t i m e w i t h 

e x p o n e n t i a l d e c l i n e r a t e . 

These methods i n d i c a t e t h a t t h e r e m a i n i n g 

r e s e r v e s p r i o r t o t h i s l a t e s t w o r k o v e r was somewhere 

between a q u a r t e r a n d - a - h a l f o f a Bcf o f gas. T h a t ' s 

as c e r t a i n as I can be because t h i s w e l l n o t o n l y has 

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

more t h a n one zone. 

Q. Have you compared t h i s t o t h 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 o r o t h e r A t o k a w e l l s i n t h e Malaga 

f i e l d a r ea? 

A. F i g u r e 12 shows t h e r a n g e o f e s t i m a t e d 

u l t i m a t e r e c o v e r i e s f o r t h e o t h e r A t o k a w e l l s i n t h e 

a r e a . And t h e Swanson's mean i s a b o u t 2.5 B c f . And 

t h i s w e l l i s c e r t a i n l y w i t h i n t h a t r a n g e . 

Q. T h i s was b e f o r e you r e c e i v e d t h e new 

i n f o r m a t i o n on t h e w e l l ? 

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

Q. What does t h i s new i n f o r m a t i o n do t o t h e s e 
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c a l c u l a t i o n s ? 

A. I n my o p i n i o n , i t makes t h e s e c a l c u l a t i o n s 

i n v a l i d and a l s o w o u l d i n d i c a t e t o me t h a t 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 s u b s t a n t i a l l y h i g h e r . A t 

t h i s t i m e I do n o t know what t h a t f i g u r e w o u l d be. 

Q. What had you o r i g i n a l l y e s t i m a t e d as t h e 

r e m a i n i n g r e s e r v e s ? 

A. The r e m a i n i n g r e s e r v e s w o u l d be somewhere 

i n t h e r a n g e o f a b o u t 2 B c f , 2.25 B c f . 

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

on Texaco i f Santa Fe's w e l l was d r i l l e d a t t h e 

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

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

A. I t w o u l d i m p a i r o u r a b i l i t y t o d r a i n t h e 

r e m a i n i n g gas i n t h e west h a l f o f S e c t i o n 6. 

Q. Do you recommend i n f a c t t h a t a p e n a l t y be 

imposed on t h i s w e l l i f i t i s approved? 

A. Yes, I do. 

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

A. E x h i b i t No. 13 shows t h e r e c o m m e n d a t i o n 

based upon t h e v a r i a n c e o f t h e w e l l l o c a t i o n f r o m t h e 

e s t a b l i s h e d f o o t a g e marks. 

Q. And you a r e recommending t h e 67 p e r c e n t 

p e n a 1 t y ? 

A. Yes, I do. 
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Q. And t h a t i s because t h e w e l l i s 67 p e r c e n t 

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

c o r r e c t ? 

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

Q. I f t h e w e l l l o c a t i o n was a p p r o v e d and t h i s 

p e n a l t y was imposed, i n y o u r o p i n i o n , w o u l d Texaco's 

c o r r e l a t i v e r i g h t s be p r o t e c t e d ? 

A. Yes, i t w o u l d . 

Q. A g a i n s t what w o u l d you recommend t h i s 

p e n a l t y be imposed? 

A. A g a i n s t t h e new w e l l ' s d e l i v e r a b i l i t y . 

Q. How f r e q u e n t l y do you b e l i e v e t h e w e l l 

s h o u l d be t e s t e d ? 

A. S e m i - a n n u a l l y . And I w o u l d hope t h a t we 

g e t a n o t i c e t o b o t h Texaco and OCD so we c o u l d send a 

w i t n e s s . 

Q. Does Texaco a l s o o b j e c t t o t h e s i m u l t a n e o u s 

d e d i c a t i o n o f w e l l s i n t h e s o u t h h a l f o f S e c t i o n 1? 

A. Yes. The r u l e s p r o v i d e f o r o n l y one A t o k a 

w e l l p e r 3 2 0 - a c r e s p a c i n g u n i t . A l l t h e A t o k a w e l l s 

a r e c l a s s i f i e d as one p o o l . T h e r e f o r e , we s h o u l d 

recommend t h a t Santa Fe i s n o t p e r m i t t e d t o p r o d u c e 

more t h a n one w e l l i n t h i s s p a c i n g u n i t . 

Q. Were E x h i b i t s 8 t h r o u g h 13 p r e p a r e d by you? 

A. Yes, t h e y were. 
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MR. CARR: A t t h i s t i m e , Mr. Ca t a n a c h , we 

move t h e a d m i s s i o n o f Texaco's E x h i b i t s 8 t h r o u g h 13. 

EXAMINER CATANACH: E x h i b i t s 8 t h r o u g h 13 

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

MR. CARR: T h a t c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f t h i s w i t n e s s . 

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Dore, l e t me c l a r i f y s o m e t h i n g i n 

r e s p o n s e t o a q u e s t i o n by Mr. C a r r . I d i d n ' t know i f 

you s a i d we were t a l k i n g a b o u t r e m a i n i n g r e s e r v e s o r 

u l t i m a t e r e s e r v e s i n t h e Texaco w e l l , b u t you used t h e 

f i g u r e 2 t o 2-1/2 b i l l i o n . 

A. Those a r e t h e e s t i m a t e d u l t i m a t e s . 

Q. E s t i m a t e d u l t i m a t e s ? 

A. Yes. 

Q. And i t ' s a l r e a d y p r o d u c e d how much? 

A. 1.73. 

Q. So y o u r f i g u r e i s t h a t t h e r e ' s r e m a i n i n g 

a b o u t .8 B c f , r o u g h l y , o r .3 t o .8 B c f ? 

A. .3 t o .5 B c f . 

Q. I s n ' t t h a t r o u g h l y e q u i v a l e n t w i t h Mr. 

O f f e n b e r g e r ' s c a l c u l a t i o n s ? 

A. T h a t ' s c o r r e c t . And t h e s e c a l c u l a t i o n s 

were done p r i o r t o t h i s w o r k o v e r t h a t we j u s t d i d . 
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Q. Have you done a s t u d y on how much a c r e a g e 

t h e Texaco w e l l d r a i n s ? 

A. No, I have n o t because I c a n n o t d e t e r m i n e 

f r o m w h i c h zone t h e gas i s b e i n g p r o d u c e d . 

Q. Have you r e v i e w e d t h e d a t a f r o m t h e Enron 

w e l l ? 

A. J u s t t h e i r p r o d u c t i o n h i s t o r y , y e s . 

Q. Have you done a s t u d y on t h a t w e l l t o 

d e t e r m i n e what i t ' s d r a i n e d ? 

A. No, I h a v e n ' t . I ' v e p r i m a r i l y w o r r i e d 

a b o u t t h e Texaco w e l l and t h e f a c t t h a t i t m i g h t be 

d r a i n e d by an u n u s u a l l o c a t i o n by y o u r new w e l l . 

Q. So you h a v e n ' t c a l c u l a t e d Enron's — t h e 

d r a i n a g e a r e a o f Enron's w e l l ? 

A. I have n o t . And I c a n n o t do t h a t e i t h e r 

because I d o n ' t know w h i c h zones t h e y a r e p r o d u c i n g 

f r o m e i t h e r . 

Q. I d o n ' t know i f you have i t i n f r o n t o f 

you, b u t i t was Mr. Spelman's f i n a l e x h i b i t , E x h i b i t 

7. Based on t h a t e x h i b i t , w o u l d you a n t i c i p a t e 

E nron's w e l l h a v i n g a s u b s t a n t i a l d r a i n a g e area? 

A. T h a t w o u l d be s u p p o s i t i o n . I w o u l d have t o 

make t h a t s t u d y . I c a n ' t answer t h a t q u e s t i o n . 

MR. BRUCE: I d o n ' t have a n y t h i n g f u r t h e r , 

Mr. Examiner -- c o u l d I ask j u s t one q u e s t i o n , Mr. 
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Examiner? 

Q. Your f i g u r e 10? 

A. Yes. 

Q. R i g h t on t h e g r a p h where you have economic 

l i m i t , t h e r e i s a p r o d u c t i o n t h a t goes down t o — i t ' s 

r i g h t above t h e f i g u r e 100 o r t h e l e v e l 100. 

A. R i g h t . 

Q. What was o c c u r r i n g d u r i n g t h a t t i m e p e r i o d , 

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

A. I have no i d e a . 

MR. BRUCE: T h a t ' s a l l I have, Mr. 

Examiner. 

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

ex c u s e d . 

MR. CARR: Mr. Ca t a n a c h , a t t h i s t i m e I 

t h i n k I w i l l , i n l i e u o f c a l l i n g an Enron w i t n e s s , 

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

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

a d d i t i o n a l w i t n e s s . 

EXAMINER CATANACH: T h a t s u i t s me. 

MR. STOVALL: I recommend you a c c e p t t h a t , 

Mr. Examiner. 

MR. CARR: I f I c o u l d do t h a t now, t h e n Mr. 

Bruce as t h e A p p l i c a n t can c l o s e . 

EXAMINER CATANACH: T h a t w o u l d be f i n e . Go 
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ahead. 

MR. CARR: Texaco and Enron a r e h e r e t o d a y 

because t h e y ' r e c o n c e r n e d a b o u t t h e i r c o r r e l a t i v e 

r i g h t s . Texaco i s c o n c e r n e d t h e y ' r e g o i n g t o be 

d r a i n e d f r o m a w e l l d r i l l e d t o o c l o s e t o them 

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

t o t h e i r w e l l i n S e c t i o n 6. 

Enron and Read & Stev e n s a r e c o n c e r n e d t h a t 

what i s b e i n g r e g u e s t e d h e r e i s a new a p p r o a c h t o 

A t o k a p r o d u c t i o n where you have one p o o l b u t t h e 

D i v i s i o n i s g o i n g t o s t a r t d e t e r m i n i n g w h i c h zone 

w i t h i n t h e A t o k a can be p r o d u c e d , and i f you have 

d i f f e r e n t zones, you can d r i l l a d d i t i o n a l w e l l s i n t h e 

p o o l , and we're c o n c e r n e d a b o u t t h a t , and we oppose 

i t . 

Texaco has p r e s e n t e d t o you what we s u b m i t 

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

a case o f t h i s k i n d . And on t h a t we base o u r c o n c e r n 

t h a t we a r e g o i n g t o be d r a i n e d . 

On t h e o t h e r hand, we have Santa Fe's 

i n t e r p r e t a t i o n where we have a number o f pods based on 

e x t r e m e l y l i m i t e d c o n t r o l . We have a g e o l o g i c 

i n t e r p r e t a t i o n where t h e pods a r e l a r g e r , and t h e 

e n g i n e e r i n g e x h i b i t s and t h e e n g i n e e r i n g w i t n e s s says 

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

We c o n f i r m e d t h e g e o l o g y w i t h e n g i n e e r i n g 

t h a t assumes p r e s s u r e s , and t h e n i t assumes t h a t a l l 

p r o d u c t i o n i s f r o m one zone when i n f a c t we know 

m u l t i p l e zones a r e open. 

We have e n g i n e e r i n g i n t e r p r e t a t i o n s 

p r e s e n t e d by Santa Fe t h a t d o n ' t a c c u r a t e l y r e f l e c t 

t h e c u r r e n t i n f o r m a t i o n on t h e Texaco w e l l . They 

d o n ' t have t h e r e s u l t s o f t h e r e c e n t w o r k o v e r . What, 

i n f a c t , t h e y ' r e t r y i n g t o do i s come i n h e r e w i t h 

u n u s u a l i n t e r p r e t a t i o n , l e a p t h r o u g h hoops, and ask 

you t o f i n d a l l s o r t s o f c o m p a r t m e n t a 1 i z a t i o n i n t h i s 

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

and t i e i n t o t h e Enron r e s e r v o i r t o t h e n o r t h . 

We s u b m i t t o you t h a t a l l t h e y ' r e t r y i n g t o 

do i s t a k e l i b e r t y w i t h a t e c h n i c a l case so t h a t you 

w i l l a u t h o r i z e d r a i n a g e and d e p a r t f r o m what i s 

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

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

w i l l be i m p a i r e d . 

We ask you t o f i r s t c o n s i d e r d e n y i n g t h e 

a p p l i c a t i o n , and i f you do n o t , we ask you t o impose a 

p e n a l t y e q u a l t o two t h i r d s o f t h e p r o d u c t i o n , v e r y 

s i m p l y because t h e y a r e two t h i r d s t o o c l o s e i n 

c o n t i n u o u s r e s e r v o i r s . 
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I a l s o have a s t a t e m e n t f r o m Enron t h a t I 

have t o r e a d , and i t i s s h o r t . I t i s a d d r e s s e d t o Mr. 

LeMay, and i t i s s i g n e d by Gary Thomas, V i c e P r e s i d e n t 

and G e n e r a l Manager o f Enron. 

P l e a s e be a d v i s e d t h a t Enron O i l & Gas 

Company p r o t e s t s Santa Fe Energ y ' s a p p l i c a t i o n f o r 

u n o r t h o d o x l o c a t i o n and s i m u l t a n e o u s d e d i c a t i o n on 

t h e i r Malaga 1 F e d e r a l No. 2. 

Enron i s t h e o f f s e t o p e r a t o r t o t h e n o r t h 

and t h e r e b y i s a f f e c t e d by t h e a p p l i c a t i o n . Enron 

s u p p o r t s Texaco, I n c . , as o f f s e t o p e r a t o r t o t h e e a s t 

i n t h e i r r e q u e s t f o r a p e n a l t y o f 67 p e r c e n t , 33 

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

a f o r m a t i o n r e q u i r i n g a 3 2 0 - a c r e s p a c i n g u n i t . 

Enron b e l i e v e s t h a t t h e g e o l o g i c and 

e n g i n e e r i n g d a t a s u p p o r t s such p e n a l t y . Enron a l s o 

b e l i e v e s t h a t t h e l e s s e r p e n a l t y w i l l n o t p r o t e c t 

Enron's o r Texaco's c o r r e l a t i v e r i g h t s . 

Thank you, Mr. Catanach. 

EXAMINER CATANACH: Thank you Mr. C a r r . 

Mr. Bruce? 

MR. BRUCE: Mr. Examiner, l e t ' s t a k e t h e s e 

one a t a t i m e . 

As t o Enron, t h e u n d i s p u t e d e v i d e n c e 

p r e s e n t e d by Santa Fe i s t h a t t h e Enron w e l l i n 
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S e c t i o n 36 i s a v e r y s m a l l r e s e r v o i r , a v e r y s m a l l 

pod. F u r t h e r m o r e , Santa Fe i s n o t movi n g c l o s e r t o 

t h a t w e l l . T h e r e f o r e , we t h i n k Enron's d i s p u t e s o r 

p r o t e s t s h o u l d be d i s m i s s e d o u t o f hand. 

Now, Enron does have a second w e l l , t h e one 

i n t h e n o r t h w e s t q u a r t e r o f S e c t i o n 36. Once a g a i n , 

-- I mean n o r t h w e s t q u a r t e r o f S e c t i o n 1 p r o d u c i n g 

f r o m t h e AC zone. Santa Fe does n o t have a w e l l 

p r o d u c i n g f r o m t h e AC zone i n t h a t s e c t i o n . We t h i n k 

t h e o n l y way Santa Fe can e f f e c t i v e l y compete a g a i n s t 

t h a t w e l l i s t o d r i l l t h e second w e l l , t h e No. 2 w e l l 

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

As t o t h e AD zone and as t o Texaco's 

c l a i m s , we b e l i e v e Santa Fe has p r e s e n t e d s u f f i c i e n t 

d a t a t o show t h a t Texaco's w e l l i s i n a s m a l l pod by 

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

g e o l o g y . 

Texaco has p r e s e n t e d an e x h i b i t t h a t shows 

j u s t a huge AD r e s e r v o i r . T h a t does n o t c o m p o r t w i t h 

t h e f a c t s . I t d o e s n ' t comport w i t h t h e d r a i n a g e 

r a d i u s c a l c u l a t e d by Santa Fe's w i t n e s s . 

We b e l i e v e , as a r e s u l t , t h a t Santa Fe's 

g e o l o g i c i n t e r p r e t a t i o n i s t h e c o r r e c t one; t h a t t h e r e 

a r e s m a l l , s p e c i f i c pods; and t h a t Texaco i s i n a 

s e p a r a t e one f r o m Santa Fe. F u r t h e r m o r e , Santa Fe's 
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w e l l i s a good h a l f m i l e away f r o m t h e Texaco w e l l . 

We d o n ' t t h i n k t h a t based on t h a t a l o n e , t h a t u s i n g a 

s t r a i g h t f o o t a g e p e n a l t y f o r m u l a , as b o t h Enron and 

Texaco p r o p o s e , i s r e a s o n a b l e . Yes, we're 660 f e e t 

away f r o m t h e e a s t l i n e o f t h e s e c t i o n , b u t we a r e n o t 

e n c r o a c h i n g on Enr o n , and we a r e more t h a n a h a l f a 

m i l e away f r o m t h e Texaco w e l l . 

F u r t h e r m o r e , l o o k i n g a t t h e AC zone, Texaco 

d o e s n ' t even have t h a t i n i t s w e l l . So what i s t h e 

e f f e c t on c o r r e l a t i v e r i g h t s ? We t h i n k none. 

As t o t h e s i m u l t a n e o u s d e d i c a t i o n , Santa Fe 

r e c o g n i z e s t h a t t h i s i s a l l u n d e r t h e OCD's r u l e s . 

The A t o k a i s one p o o l . We r e c o g n i z e t h a t . We've 

t r i e d t o s t a t e o u r case t o l i m i t any a d v e r s e e f f e c t . 

And we've s a i d we w o u l d be happy t o a c c e p t 

s i m u l t a n e o u s d e d i c a t i o n i n t h e AC and AD zones a l o n e . 

Santa Fe's c u r r e n t w e l l , t h e No. 1 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 1, i s n o t p r o d u c i n g f r o m 

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

zones, and t h e r e f o r e we t h i n k we need t h i s w e l l t o 

e f f e c t i v e l y compete a g a i n s t t h e o f f s e t o p e r a t o r s . 

As t o t h e A t o k a Bank, we s a i d we r e a l l y 

d o n ' t want t o p r o d u c e t h a t a t t h e same t i m e . The f a c t 

o f t h e m a t t e r i s , t h a t w e l l i s p r o d u c i n g a b o u t 175 Mcf 

a day. I t ' s n o t e x a c t l y a p r o l i f i c w e l l . We w i l l 
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l e a v e t h a t t o t h e d i s c r e t i o n o f t h e D i v i s i o n . 

I n s h o r t , we b e l i e v e we have shown t h a t 

t h e r e w i l l be no e f f e c t on t h e o f f s e t s . Santa Fe 

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

t h e A t o k a . And we do n o t b e l i e v e any p e n a l t y i s 

n e c e s s a r y . Thank you. 

EXAMINER CATANACH: Thank y o u , Mr. B r u c e . 

I s t h e r e a n y t h i n g e l s e i n t h i s case? 

Gentlemen, r o u g h d r a f t o r d e r s , p l e a s e . 

And t h e r e b e i n g n o t h i n g f u r t h e r , t h i s case 

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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