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' Case Number 7970.

;;witnesses.

 MR. STOGNER: ~We'll call next

'v‘MR,A ?EARCE,VA»Thet' case is on ;"
che appllcation of Belco Petroleum Corporation for compu1- _
sory pooling, Lea County, New Mexico.

“{MR,, KELLAHIN-V.If the Examlner

: ;pleesé, I m Tom Kellahin of Santa Fe, New Mexico, appearing

r<on behalf of Belco Petroleum Corporation,.'and‘IA-have two’

| MR.' PEARCE: ‘Are there other |

appearances? =

'-f;(Witneseequworn,)ﬁ |

';MR.e-KELLAHIN‘ _Mr; Examiner,

P L
:z.,; B

Ayou issue the order in the name of Belco Development Corpor-'

;_atlon. - i_"f‘~;_”A‘4,ﬁ,,s

‘,T'mk PEARCE-_ 1 think, Mr. Exa-

i

' miner, we | may properly change the name when we 1ssue what~

o ‘22 {jever order is appropriate in this case.

| {MR. STOGNER' ‘:Thank you, Mr.
Pearce. R A -

- . _Continue, Mr. Keilahin. - ..
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DON PETERS,
belng called as a w1tness and being duly éWorn-.ubonl his -

oath, testlfled as follows. to—wit. '

DIRECT EXAMINATION. . -
BY "MR: KELLAHIN: |
o} 2o Mr. Petera,'_Will"you‘pleaee state ,&our

!

name and occupatlon?
A : My name is. Don Peters.;l'Ifmerietrict .
Landman for Belco Development. B _ | |
Qo - Mr. . Peters, as a landman‘for Belco Deve-f_
lopment Corporation, have you made a study of the land titlel7
arrangement with regards to the subject proration unit?

i

A : Yes, sir, I have.. . o

0 . Let me. refer you to‘what is marked as Ex-f
hibit Number One and have you identify for us, first of a11,
the proratlon unlt that you propose to have the Commis 81on‘
apply the compulsory pooling order to._~ | o

A That woold be the west half of the south-
west quarter of Section 18,_ Township 17 South, Rangei{391
East. ' l .,‘A 5 :l , A _ | ‘.. |

0 All right, sn‘,andthats identified by
the yellow shadlng --;{J' ;if;ﬂfﬁf'ﬁt‘ orfw:€~f | o

A ' Yee.iz"t” |

Q - --‘on the exhlbit.vVWhat‘is’the proposed
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'objective of the well to. be drilled on this proration unit’ -

Af' 'f It would be a 12, 200-foot Devonian test.
QA; | o All right,' and the Devonian in this areaf'
is based upon ao-acre proration units? | R o h
"A“ﬂ_ f“; Yes, sir.- A ‘ 4
'7§n;_1};:'ﬁ In this 80—acre unit, is it composed of“
State,‘Federal. or fee acreage, or some: combination?
A ;.EAIt s all fee;‘ | -
Qr""f‘"' It's all fee acreage;  __—
o ?is the proration unit coméosed of more:
than one lease, or combination of 1ease° L |
| ‘4xAt*? 71" Yes, it is.l R;f

,Qlo.j'wp 'Allbright;~ Is the mineral 1nterest that N

,is apportioned among the owners in that Bo—acre tract an unefy

divided percentage for the entire 80,; or is it.composednof;'

-different percentages?

A . “1t's an undivided.

is :the status of the participation of the various ‘ownersi7
with Belco in the drilling of this Devonian well7 .
,fAZ%.[llj All the parties have agreed to partici~b
pate w1th the: exception of Southland Royalty who Wlll farm-ﬁ"
out. - ttf'i.f:_ﬂ-_”{ii : i : .

erjrv " And with the_exception of one other‘indie_ji

‘vidual, right?

A ;fx‘_' Yes,»and§tnat is the Stanford clintonrinée‘H

terest.

4_Q_l_ﬁ;¢; Okay. As of this p01nt, Mr. Peters, whatfrf;‘
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fidirecting your attention to a letter dated January 9th,-

17 ’«1981, and ask you to identify that correspondence.;A

18

o2n

22

i3
24

2

19

v’6

' ij;;_;f. All right, ‘your Exhibit Number One shows

| a compilation of the owners 1n ‘this proration unit, beinggf;

first,' or the top block of percentages, 1s that ot

. true?

nQ;: . . All” right, would you identify for us what

:}Mr. Stanford CIinton, Junior s percentage interest is for‘

ithe proration unit?

vA7. ‘i, His 1nterest is 1. 040625 percent.‘.~= o

,”‘QA”I.mfi ' fAlL_- rlght, ,andﬂgfl'm“ correct 'finjf

JunGErstanding everyone else has either farmed out, leased,"'

‘_or is, part1c1pat1ng?

Aj} ‘ 4_' Yes, Slr.ir. N |
0 i vQ{} Let 'me refer you to the package f 4

correspondence that's 1dentif1ed as Exhibit Number Two,; Mr.g

’Peters, and have you turn to the last page of the package,

AL ' 'ff This was a letter that was written to Mr..‘~

51C11nton by Mary Ward, a previous District Landman with Belco}

A

Petroleum. This was the initial contact with Mr. Clinton.

Q»K *fi _ All the items conteined in Exhibit Number_

‘ LTwo are items from Belco Petroleum Corporation s 1easxng

~'files with regards to this acreage.

L A -;l‘f' ;f: Yes, Siro - B : o o v

‘ Q']f 'ﬂf And that is files that is under your |

fdirection and control.
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25', proposlng ‘the Brooks No.,l Well and offering him the oppor-Y

is a letter dated May 24th, 1983.A whlch apparehtly bears

A _? : Yes,‘sirf_f - L
‘7>-Q9 ’i B All rlght, what, if any, response dia you~Wd
;get from Mr. Cllnton to your January 9th letter? _
N 79_'» “'ff Mr.- Clinton indicated he was not inter-
ested at that time 1n leasing. 7 ‘
o ”?Q_' fo Okay, were the leasing terms that you had

proposed to Mr; Clinton fair and reasonable terms that had

. been accepted by others in the area?

vK : Yes, sir.‘ We d leased approximately 30 ,

‘percent under those terms.-

-Q;_ t?*" All right, sir, and let s go then to’ the

j¢January 24th, ‘83 letter, ‘some two years later, and have you '

identify that letter.

'fAf'; ' Thls was a letter again to Mr. ~ Clinton,

iexéiaining our offer to lease and what the -royalty':wbdld_

mean to him if the well were drllled.

Qf>‘.di‘: All right, sir, what, if any, response

A

did you have from Mr, Clinton to this. letter? _ B . \
B . A’f‘ ' He also declined to lease.

o Qﬂj?f Okay. The next plece of corréspondenceidv

\\

\

your 81gnature, Mr. Peters, 1s that true?

A;f:ﬂt? Yes,_81r.:x o 7 L
Q0 ; 1gt¥ AL} right,7iw§@t{§ethedputpo§e‘ef :thls
‘ A;A;yﬁiﬁ/»’Thié was - 'e letter to. iMr;ff Cllnton :

e o
e
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:‘522"1t° the last’ 1etter,. thls August 4th,;'83 letter, and let me |
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1. tunity to participate.

CWe also submitted an . AFE and operating

”fagreement to him at that tlme.

75f,QfA_“ ' All right, 51r, ~and- what, 1f any, re~.f

h sponse dld you have from Mr. Clinton to thls correspondence?

-Ab '['7 He declined to. particxpate 1n ‘the’ well.
}-in,-‘t Have you talked w1th Mr. Clinton on: the,"
,teiephone?f> | o o | |

E A‘ N Yes, 1 have.f I v151ted with Mr. Clinton

”and his accountant, both, and they both indicated that

'rather than lease or participate they would rather be force '

ipooled.

thi_ L All right, s1r, and you have notified Mr.'

. _aapooling order issued by the 011 Conservation Commisslon?
15 | | ~

7A- . 'f'; Yes, sir, 1. have.

0 “f?' ' All right,‘ sir. Let 3 go on then to theﬁf

'September 7th, 1983 letter and ask you to 1dent1fy that one.

A; ﬁ‘_ _ This was a letter amending our operating

A agreement based on a request from the other working 1nterest_

: partlcipants. f’h{

| Qif; ' All right, 51r, and then finally we “get

‘have you 1dent1fy that one. T

:“5;&,335“E: Thls was a letter to Mr.v Clinton ~once

Hagain requesting that he participate in the well and 51gn an'
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! AFE 1ndicat1ng that he would do so. v ‘
| Qh S ¢ notlce that ‘the AFE, dated May 8th of

"83;'fis” dlfferent in total dollars than the one issued in

 August of '3, -

A‘j o 'That's correct;'t The August '83 AFE is a-

h_rev1sxon that reflects the reduced costs and somewhat - a

1$100,000 less completed cost.,,_

_Q?‘ o All rlqht, 51r, and the AFE that 1s dated::;’

'VAuguStvSth;:'83, is that the AFE that s been approved by all

10 f'the other participants 1n the proratlon unit?

'fA' . ”‘:' Yes, 1t is._a5 | ‘
Q‘aw[ ‘ Now,_ Exhibit,-I believe, Number'Thteevis'_~

ifthe operatlng agreement, or a copy of the operatlng agree-

: ment, that has been used for this proratlon unit?

‘Qn ',,‘ﬂ And thls is the operatlng agreement’

.:16 !uthat s been approved by the other partic1pants°
o  . _' A Yes.;f_
'“*s:_18_? 1‘_ .'Q"r ’f’w  Let e dlrect your attentlon to. the exhl—;)
,_h19' blt that shows the COPAS instructions, the overhead chargesjh"
'_20.:;for ;the_ drilllng and producing well rates,‘ and have you:;
‘521‘t 1dentify for’ us’ what ‘those amounts are.-’t | ..\- | 1 h
;21 *‘h:;?:_ilyfo;fhe;f drllling well rate is . $§SOO{»
" ';;produc1ng well rate 1s.$450._g.ff3’ -
: . ffl erw; ‘:a Those are the numbers you re using w1thf:
, ?4vi,regards to those that have contracted.ﬁ‘ |
3"25 R Af_!_}_lnyyes, sir.. -
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jfmy examinatlon of Mr. Peters. g
25 B ,_4 : N - ! . S s .

10,

o Are those the same dollar amounts you

: would propose that the- Examlner 1nc1ude in any poollng or—-al

0 der’

B VR Yes;fsir, it is.:gi

leP ' Now,' Mr. Clinton has an unleased mlneral"ﬂ
'ﬁ:interest so that he 1s subject under the pooling order to;‘

;{'I/Sths royalty and a 7/8ths working 1nterest.;?

A :' ‘ Yes._\.

‘d g : All‘riéht} youfre‘aware oflhow that‘;isoj
-ocalcalated.' /;_v’ | | | | | e

0 : ”Let's>turh} then, to, I guess, the last'

ﬂfeXhlblt: which iS One, Two, Three, Four. Thls is a repeat T

‘fof the,same AFE of_August '83, is 1t not?

A Yes, sir.
0 tﬂg' All'right.'-navevyou’made,a combarisonito_

‘determihe whether‘ or. not these costs are sxmllar to :other

' costs for Devonlan wells in the area?

A .f; Yes, 51r, we' have.
‘Q‘ N And based upon your research,, or that. ofis

Belco, Mr. Peters, how do these costs compare to other wellsi
;A551'w E They re. comparable..ifheyFre reaSOnable;_'
Q ?hﬁ ﬁ;, All rlght,v51r.,:r |

MR.» KELLAHIN: ~ That concludes

- Our Second witness is a
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;fleum, Mldland Dlstrict.

12

s
_;16?ffbéen‘,eo§loyed ‘as a petroleum geologlst in ,Texas; and New
;17}l.ngi¢6? BT | o |
s
R
"Vr_zolzr

T

25 |

B
- 5'5ta1n your degree ‘in geology?
14 | S

jrgeologlst}vwhoewill télkﬁeooﬁtwthe;risk;faotor.x.°t

P

"'EMORY'wtprR%OTT74-5~' -

?belng oelled as a w1tness and belng duly éWoro. upon. - his

_.oath, testlfled as, follows, to-w1t'

DIRECT EXAMINATION .

{- BY Mﬁ; KELLAHIN"

H

fQEt_[f.> ALl riqht, éi;;,fwdﬁiq you please state

»your name and occupatlon°

‘Ar “l.g, Emory Parrott, -geologiSt,. Belco ~Petro-
:-Q7%.3_.T-ZMr;. Parrott,ﬂ When-end”#hére[did you ob-
¢5§ ¥. '43 University of Virglnia, in 1948

’o Q . - Subsequent to graduation I assume you ve'

Sincelthat date: B

. Yes,. sir.f"j

R

"QT;tI went to work 1n Texas 1n 1948

'{QQ:LfQijfAs a geologist employed by Belco Deve]opdl

' 22{ _ment Corporation have you made a study of the geology 1
. ”'Jtyaffectlng the proposed SOuth Knowles Devonlanu,test -tﬁat
230 ) g ; S L
o E-ﬁyou re g01ng to dr111 --fw
240

*15;;% ?i?n Yes. e

1w

‘p;:fdjg;r>xrv'f%purShéhﬁ f;t:_cfi_‘tﬁ:'?,h;-i'sf-._;‘;i"p:pj._li,»"'caf;'i'OIfx’?g}",v1 .

B N




1z
jz" ‘Aﬁil4 o fes; slr. .
7_3 0 ; f,;>~All:right, 51r.1.’“ B .
. B MR. KELLAHIN~ :tye tender Mr. |
€.5 rfparrott as an exéert petroleum geologlst | o | ‘
o | _ﬂMR,t STOGNER;VﬁHe iseconsideredn-
] quaritiea. . R |
'f7 R _éi‘f : _ﬂt:Mr;.bPerrott, "letfme referlyou;,to"the?l’
1’8_ jnstructure map, Qﬁichlis idestifleg,:_l'belieQe, .es‘Exﬁioitl'r
9 f;Number Flve.v ' i B - |
‘lO'f N ‘1‘ﬁ ‘ | Yes. .
fﬂll %ftf fthl . Al rlght,} sir}'”first of ell}»orientrusi.*
i ii:: and locate the proposed locatlon for your well. | |
:i3,él. - -A:"'t o The proposed locatlon is in the northwest
o ; of the southwest of Seotlon 18,. l?, 38° It s shown as theve
e14‘?7blank circle on the cross section on. the map, 'the;;eghlbit
.15.; you're looklng at, Exhiblt Flve.‘”v L | A  » |
16 | Q f - .All right,f sir, I notice that you ‘ve
o17v§;1dent1fied a number of wells w1th a green c1rcle. | What is
18 | the significance of those wells7 ; | \ L
19.; ;A M.‘ :: Those wells all produced, ,or,dion'teoro-b
20‘§'duce, from the Slluro~Devonian. | " | o
1 3 - Q : Can you glve us a- short summary of thefilﬁ
'152 ilexploratlon and develooment of thlS Slluro—Devonlan pool, |
;».hiéltelllng us’ approximately when the first well was drilled andt;
: 23 :_when the last well was dr111ed° | |
-24 |

: meht5in_'53ﬁf54.. ltlwas(= the major development was _; :

fA=f(*‘”;- Thls well - this field started develop—-' L
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| finlshed by '56~'58, however,ithe -- Hamon drilled the well

'1ocatea ag == numbered as No. 10 in 1975. '

. BF Petroleum drilled the one labeled 9,

.1f you can -- as the last well drilled in the field and that'

was drllled 1n 1979

Q; :1'_ a1l right, Well No. 9 was drllled in. -ul
A o ;’1979 .
Q'Qt‘,'\ .';"79
A S

It s located 1n the southeast of the

.northwest of Section 13

Q7V,7 f | Okay., What has been the history of the o

ST ilease ownership of the proration unit that you now desire to Jh
'® 13 e

14

Afﬁlv.?>> This was originally owned by - drilled
by Hamon. The well was abandoned in 1981.u | |

~Q ;' . Thls is the Well No. 14 in the southwest

- of the southwest of 182

) ZA S Yes, Sirig"

' Q;f _.’ All right, sif.? That Well No. 14 is

:identified .on the legend 1n the far 1eft to show its cumu-ﬁ

latlve production and the. dlfferent drill stem test 1nform--

~ation.,~

Ao 'Yéé, "Si_‘r_., e

lAll;riéht} 5siﬁ;,‘e$hat-we11 iéfno?febenQ'

doned, ‘I assume,

‘At sl ves, gir. -

iQ'iy ;J',‘All»right}w’Approkimately:when'wasrit
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‘pluggear o
. A It was plugged in '81.»~PermiSSion-waei' K
‘,granted in '81 by the Comm1531on._: | o E
| ",Q:f‘l Sf; Okay, what did Mr.‘Hamon do with hls .
3‘1ease forrthat proration un1t° | ) | o
| “ ”h jilf He allowed it to exp1re.l>_ |
:Q » ~”-ih Okay.-t Were there any other 011 and 9@5;

operators that had 1nterests in thls proratlon unlt’ h -
A Yes. ARCO and Southland ‘both own mlnerals_-
under 'thisi -

' Q‘,f _f"?Okay,' haVe elther one ‘of those operators E

Lelected to- pursue further development in the Slluro-Devon-t

-:1an?

A They have 301ned us, or at 1east ARCO hasr

T]Olned 1n the drilllng of this well

Southland has elected to farm out.
o ,-,'»r” Mr; Parrott, you re famillar with the

riskf;factor penalty that the Comm1551on incorporates ‘lnto'

lts compulsory poollng orders,lare you not, 81r° .

A Yes, sir.r o

,‘Q,: :5} Do you have an opinion as’ ‘a geologist

.to what percentage that rlsk factor ought to be as 1t ap—{'7~

’plles to Mr. Clinton s 1nterest°

,‘,,

. NA,;»j‘ lf;‘ thlnk the more or less stahdards'iooil N

..percent that the Comm1581on uees would be falr.

Qf_ﬂwlgf7l All rlght, upon wht do you base: your}

Oplnlon and fact that thls proposed location ought to bear
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';the optlmum rlsk under the poollng order?:’

A :7, Well, flrst, you have the possibility of

;‘draihage,'VWhich I think was brought out by the~ fact that

.Hamon elected not to drill this locatlon orlglnallv.' It al-

so probably came 1nto the dPClSlon by qOuthland ‘to not 3oin

..us, to,farm out.

You also have the,. of course,’ the'stan-

:‘dard rlsk any tlme you drlll a well ‘and - as you can note on

1thls sectlon, the well in the — that 1s noted as Well NO. .

13, whlch is in. the: southeast of the southeast of 13 ——.;'
'Q‘ - hf:,All rlght,v 51r, let me flnd that well
now. ‘ o ' '

In the southeast of the southeast in Séc—

tlon 13 there 's a well No. 13.

A Well No. 13,

) All :ight,hs;r.'ﬁ
Aj» We got’into:the_;3fs;:’
Q. © Al right;}sirtav -
;A“E " That well 1s an unusual Qell in that it.

has a very thlck Woodford sectlon.’ It apoears to have lost,.

elther been eroded, as we thlnk but 1t also has hlghest cum

A.productlon 1n the fxeld

The crosa'section.f which we will ihtro—

duce in a few minutes, shows that We think this lS an ero=

SLQnal channel and that increases the rlsk in our locatlon.

That er051ona1 channel comes- through and _you just don t know

-what's 901ng to happen to it._ -
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_ 11.

A,lz

13 -
14
. nsection,(~then, Mr. Parrott, and have-you discuss that for

17

‘19"
20
ca1 |
iblt Five as -- and we start from the southwest corner withloi

n

;' 23}A

24

"25

18 |

16

.‘As you may. see, “we.do have shooting on

’xthis,- The llnes are noted -

': Q A- : You re talklng about the selsmic ehots

- NOW. -

A o Selsmlc shot llnes.,”

All right

RN

A ,’ ;'They are‘notedtgi_Theafigures are, there;

'alltthe,vaiUesg;

We dld not see’a’ fault on the_ east/West ;

hiinefythat'hrune approx1mate1y through the center ‘of the
. field, {youjll note there, - we did —->we ‘saw"no effects,_vndi&g
V'indicatioh whatsoever of faulting, so, therefor, ‘we think
‘thie 1s an er051onal channel that crosses this part of the-

.fleld

o an right)"sit,7“1?t's”96:t@’YOﬁfhéross':

Sus.

A Just start?
VQSA . Yés,‘“Sir. Commence w1th the well on the

far left that's labeled A then go to the right progressive-'

;1y»unti13you;get‘to A'

“A'i'_ _ Yes. This section is; noted on your Exh1~

the Hamon No, 2 Federal Dav1s,’ which as I numbered is the

'best well in the fleld, and you can see 1t, the perforations'

¥

‘are in the very top of the formatlon. It is a low well, andv

; you can see that the Woodford is almost twice as thick as.

f?
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”che'directwoffset‘to;the eaSt,'Whlch'is‘WellfNo.liél”ana'if

you'1ll check ‘the productlon on that, that hlgh well has;_ﬂ

only about 88 000 barrels of total productlon, whereas the'

well in the‘-~ 13 is a llttle over a mllllon barrels.;;fii
So your productlon 1s sllghtly erratlc in

ﬁhe field' You elther\~— 1t s —-4you can put it to’ fractur-

1ng. You can put it to por081ty or permeablllty, but you ‘"‘

don L have a cinch when you get a’ high well

‘"l:Qf 7“f’~f What you're . saylng 1s the.proximlty of ai.l
QelI’ to a good well in the fleld does not necessarlly ’mean )
that 1t also w111 be a good well. ; '

'.A’l . Yes, sir. But ae you - 15 other words,

we have prognosed that our locatlon, our proposed locatlon,'

.Aw111 have a somewhat thlcker Woodford than the dlrect jsouthﬁ,f

offset,vbut w111 still be well w1thin the oil column and our'-'

englneers‘ prognose that you cannot drain the area that's

;-.left -on: top of the structure w1th the wells tbatﬁfhaveA

'presently been drllled.

Q" . Okay,"SOvthat”therelis‘hope of captuiingf

' somé of . the De?ohian‘oil production ‘that has not already

; been'pfoduced?

A o Yes, sir.

0 jif' But you re stlll subject to the fact that'

T,there may have been some dralnage occurrlng.

_A L Yes, sir."

o Q. "}; And there 1s st111 a 91qn1ficant risk
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remaining, due to the way these particular sands were deve~
loped.

A Yes, sir.
Q Were Exhibits Five and Six prepared by
you or compiled under your direction and supervision?
A They were, sir.
Q All right, sir.
MR, KELLAHIN: That concludes
our examination of Mr. Parrott.
We move the introduction of Ex-
hibits One through Six.
MR.  STOGNER: Exhibits One

through Six will be admitted into evidence.

CROSS EXAMINATION
BY MR. STOGNER:

0 Mr. Parrott, on Exhibit Number Five, over
there on the east side of Section 18, is that a fly speck or
is that a well that's marked --

A That's a fly speck, sir. 1 had never
picked that up.

I think 1it's a piece of drafting tape
that didn't get cleaneé off the original; is what it really
is.

Q Thank you, Mr. Parrott. So there has not

“been any Devonian prospects or drilling to the east of your

proposed location --
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A . No, siri
Q - ~- at this time.
A . No, sir.

- MR, STOGNER{ 1 have hqwfurihér s

'quesfions of ‘this witness at. this time..

1Is there‘éhy;further'questicns?”

g‘If an,=hé-may be excused.

o Mr. Kellahln, do you have ‘any-. |

' thing further in Case Nuﬁber 79707

o MR;4KELLAHIN:ﬁQNé, sir..
QTOGN“R.»'Doeszanybbdy‘elsé_
have anythlng to come in Case Number 7970? ‘

If not, thlS case w111 be taken

: under adv1sement ‘and thlS hearing is adjourned.

(HearihgjéOnéluded;f:
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