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o 'MR;fRAMEY: The hearing{Willvcome to order.

 We7ilﬂq§lifné§£_Cd§é?773ﬁ;.

’

. - MR.-PEARCE: That :is on the application of

C‘&'KfPéﬁgolégm);lncdfporated, for .compulsory pooling , Lea

_Gdunty§fNeW;Méxiéo:l:

.;MR. RAMEY:)'Askifof”appéaréhces,aplease.
' MR. KELLAHIN: Mr. Chairman, I'm Tom Kella-.

P L e

4hin;of Saﬁté*ﬁé;ﬁNéW Mexico;rappearihg on behalf of the ap-

" plicant, and I have four, witnesses to be sworn.

MR. LOPEZ: Mr. ChairmaﬁL my name is Owen

.LQpez'with'the:Hihklé Law Firm, Santa Fe,'New~MeXico,’ap—

pearing on behalf of Texaco, and sitting,with me at' counsel .

table is chief counsel for'ﬁexaco from Midland;'Mr. Bruce

Pope,vahd-l've@brought an associate, Tim Bruce, who's going

to sit with me, too, and we have three witnesses to be sworn.

" MR. RAMEY: Ask that all witnesses stand at

this time.

" (Witnesses sworn.)
;MR; RAMEY: You may proceed, Mr. Kellahin.

MR. LOPEZ: Mr. Chairman, -perhaps as a pre-.

_1iminqry;ma£terhwe ought to sort of at least clarify for my

sake some of the rules of the géme.‘j

As I think the Commission knows, we've filed

' Case Number 7762,lwﬁiéh-is-a compulsory pooling case which
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¢affects.thetédﬁthfhélf“of the quarter seétion involved herein,

'theigodﬁhWQst‘qﬁaftér‘of SectiénI27,'but we've filed a compulf

. here today will be applicable to that éase, and-as I under-

" through the Pennsylvanian. 1T think the applicationlitself

12
case will be heard before the_Commissioh.Qn December 16th,
&ependihé on the outcome of the heariqg today, so in that re-
‘gard to facilitate what might take-piacé on the 16th of De-

be willing to stipdlate with respeét'to odr respective clients

-outcome oifthe case, would be,a?plicable.as far as we‘re con-

7 .

¥

sory ‘pooling.case for a stand-up proration unit comprising
the east®half.

“uf”iMﬁthof;théﬁe?idenéé'that will be put on

stand it, that case is being advertised and is about to be
(inaudible) at thisltime, So I woﬁld, first of all, like to

amend7Qur'application in that case to include all formations

reads only the Pennsylvanian.

Secondly, it's my‘hnderStanding that that

cember, I dQﬁ't kriow whether thisucan'bé accommpdated by the

Commission or not, but Mr.'Kellahinzand I agreed that we will
that a QQO percent risk factor, whoever’is the winper in the
cerned, and,therefor, that might dispense with haVinQ»to put

on any3evidencé with respect to 7%'whether or not that's re-

guired by the Commission so requiring it, if that's the case,|

I imagine Mr Kellahin is prepared to go forward today and




1 8
@ 2 | Wé wiil }be on the:;‘i’G-t’h..’
3 i . o | ‘J?‘ The other aspect ofythefcése we're not pre-
4 pared'tdﬁpﬁﬁ on today is bona fide éfforfs_té‘éet other
S |- Qorking inte?estEOWner; toAjbinlin_our pforaﬁion unit, which
) ..W¢111jhgveito,put on at that time at thg becember'thh hearing,
7A‘ . o Finélly, aﬁd I think the”evidence will beér
8 it out ;oday, but‘I would perhaés request‘at tﬁis fiﬁe that
9i - the Commiséion fake administrative:notigé”5f £hé'fact that
10 Yates Petroleum is joining our sidéfin:this disﬁute and a
i letter is in the mail, or:somewheré iﬁ‘the‘file, supporting
12 ' our position in requesting a stand—ﬁp unit’aﬁd agréeing to
9 1,3 join with us in a well to be d'rill,‘ed" at .an‘ orthodox location
14 Wifh respect to the stand-up prorafion unit, and also opposing
15_ the appiicaticn of C &-K"today.
16 . | Therefor; I would reqpeéﬁ that.the record»be-
1 kept-open until the Commission seéé1th§t.letter.
18 | We have'hothing further and‘we're ready.to
L |
20 | MR. RAMEY: Thank you, Mr. Lopez.
2 - MR. KELLAHIN: Mr. Chairman, the case as
22 outlined by Mr. Lopez is a dispute oVer how to orient a pro-
23 ration unit ‘in the éasey—Strawn Pool.
@ _24 , . The Casey-Strawn Pool.'is spaced on 80-acre
25 | | .

spacing. It's an oil pool and there have been a number of
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.southwest quarter of 27.  The applibation.of'c & K is opposéd

. ought to bé the east half of the southwest quafter.' Thereih

_east half of the southwest quarter 'is the proration unit to

either event there is no objection if the compulsory pooling

wells dri;led:in?the immediate area.

The anga_i@_question is the southwest quarter

of Section 27, and we'll have some maps to show you the rela-

tivé position of tﬁe}different'weilé. What we propose to
accomplish by this.apﬁiication is the formation of an 80-acre

proration unit that would consist'of the south half of the
by Texaco and Yates. " They believedthat the proration unit

lies the diSpute;j

| 'Dependipg on the outcome of the Commission
if you agree;with.ﬁs_thét fhe‘séutﬁ haif is the more appro-
priate;profation dnit, we woqld like to proceed with the com-
pﬁlsory'poolinqiof_those‘interests that will not jqin us.

Conversely, if ydur'deéision is that the

be formed, then we have to go.to the question of Whp@ié;the
operator for that proration-unit and right now thevonly
pending application is what‘TexaCO»haé,filed for that pqsitio'

We have stipﬁiated-with'Mr; Lopez that in

order bears the 200 percent pénalﬁy.
Hévihg said that,!I'dJiike to call my first

witness.
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10
ﬂ&!ﬁR: LOPEZ: "Mr. Chéifman, while the witness
is takipg fhefsténd, just for my-clarification, is the Commis-
sion willing to go ahead with the 200 peréent penalﬁy without
eVidenCe or just recommend its own? |
MR. PEARCE: :Let_me éskvboth.counéel.one
question. Do wé have the stipulatiqn of all interest‘ownérs
in the well that the 200 percent is»adequate? Are there in-
terest holde;s who have not spokeh‘té tﬁat? .
~ MR.. KELLAHIﬁ{  There‘will be iﬁtereét owners
not represehtéd.here that --
MR. PEARCE: Then we need some evidence in
our record in support of the penalty.
MS. LEBOW: Tom, all of these interests owne:
exéept Texaco and;fates'are contrécfgally committed ﬁo C & K.
»MR; KELLAHIN: Wﬁy don‘£ you let me ask you
some questions, Danie, before you start testifying.
Ms; LEBOW: No, I mean could you speak to
Wﬁat he juét said in- -- |
MR. KELLAHIN: Nope,* that comes under --

' MS. LEBOW: Thank you.
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11
. DANIE LEBOW
being‘called-as a witness and being duly sworn upon‘her oéth,

testified as Ffollows, to-wit:

DIRECT EXAMINATION

BY MR.- KELLAHIN:

o | : Ms. Lebow, would yoﬁbpieaSe‘state your name
and Qécupation? | |
A  ; My name 1is Danig Lebow. ~I4work fof C &K
Petroieum. :Iham a<Certified'profes§ional_landman.
0 Ms. Lebow, have you prévibusly testified as
a landman before the 0il Cdnservation.DiviSion?
A ‘ Yes, T have.'.

0. All fight, and pursuant- to your employment

by C & K Petroleum have you done certain land searches, ac-

quisitions of title opinions; and circulation of title docu-

ments with regardsfto formation of a spacing and proration

‘unit for the subject well?

. A Yes, sir.
MR. KELLAHIN: ;If the Examine: pléase, we
tépderﬂMé. Lébow as an expert petroleum,iahdman.
MR. RAMEY: Shé is so qualified, Mr. Kellahi
0 | . Ms. Lebow, I'ha&e'placedubeforé you a tabu-

la;ion of exhibits. that we have marked as C & K Petroleum Ex-
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- hibits Oné throdghANiné..<

 Let‘me direcf ybﬁr attention,'first of all,
Ms,‘Lebow,bto.the index Qf exhibitsAand ask you to turn'first
of all;to.ﬁxhibit Number Qné;;%hiqh is the exhibit appeéfing
aftef the:yellow tébbed;inaex'and it is identified as a
scheauig of owneréhip of the séuﬁhﬁest'quarter of Section 27.
4Is*this a dOcﬁﬁent that you pfepa:ed?
a1 adia.

-.Q o ‘Are you -generally familiarlwith the land .-

‘ownership with regards to miﬁefalS“and leaseholds for the

soufhWést quarter of Séction 27?

F - fes. -

0. . What is C & K PetfoLeuﬁ-attemb?ing to accom-
plish by thé a@piiéation béfore the Commissiqn here today, Ms!
Lebow?.

A : 4We’are éttempting'to_give every‘oWner in the
souﬁhwést guarter a right £b péfticipate in drilling, aé‘to
théifvréyaltyj leaéehold, wﬁatevgr ihtéfest.

0 - What is the orienﬁétion'of'the prOraﬁion
ﬁnit'fhat yqa:propose to.QediCate’pouﬁhis Qell?

A A: The south ha1f$squthWeSﬁ;éuarter.A

o . :. Now, would you describe generally when you

First commenced working on the pioﬁédt.fbr the drilling of~

this pértigulaf well?
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- A _VOhE earlj 82,
o ~ And in doing that wqfk,'whqt‘did you first
.deVvMs;lLéboW? . |
.tA,"w,':AWe first Wére abyé to éecure an interest for
g C“&lK Eéﬁfoiéum tha? would merit'drilling a well.
Q f“ As Qf-this‘fihe_éaﬁ'you teli.usvgenerally

C & K Petroleum, Inc.?

" of the*Wﬁy the unit lays, C & K owrs 51;06771 pércent.

southwest guarter proration unit?

what perqéhtage éf]the prorafioh formed by .the south half of

the»sohtﬁwéSt,quarter of the section WOuld:be control1ed by
A ~ In all of the"éouthwést quarter, regardless

0 : With'fegardéfto'individuals other than C & K
Petroléum,'what ihterest.as of this. time have not agreed to

partiéipate with C ‘& K in_the'fo;mation of a south half

A There are five persons who are unknown to
us; been unknown to us since '74, which constitute 1.48 per-

cent of the unit.

Q; ' Thoseliﬁdiviauals are later identified -
. ;A Yes. |
‘Q , ‘ -- in your éxhibiﬁs?
“‘{Afh".“ _jThefét@er fwb”in£e#ésts, Fhose owned by

Yéfés5and Texaco.

-

e _A. _Ail'fight, léﬁ{s'turn then to:yopr.Exhibit
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than as requested now? -

14

Number,dﬁe ;hd wbuid yOq descﬁibe for us what ha?pens to the
percentage'inﬁerest if thé’prération unit is fofmed where we
have sfandnup uﬁits, in‘othef,Wbrds consisting;pf the east -
half‘of the southwest quaftep'aﬁd théjWestihalf, as opposed
tQ orieh£in§Vtﬁé:pforationvuﬁit =fe) it‘is'a soﬁth half éouthwes
guarter proration'Unitﬁ

A - In the west héif southwest quarteflTexaco,,
owns l7+,pérceﬁt; The Latham ahd‘Bartbﬁ intgrest own.25+ pérf
cent. fafeé owné zero. | |

Uﬁder the easf’half soufhwest, which is the

p%oposéi by'TegéCQ today} Texaco has 28+é¢rcent;'iThe Bartén

-

and Latham inﬁerests have .26 .- Yates has 13-1/3.

Ul

" To combine theée_intérésts SO tha£ éll bwner
in the southweét qﬁarter would éarticiégte in this well,
Texaco has 22+ peréént. vLétham¥Bérton ihterests ha&e lZ%,
and Yétes‘ﬁaszﬁéé/3rds percent;:

iQf ' ‘ ‘Has C & K aﬁy'timeipriqr_to filing‘this ap-

pliéation proposed to form a proration unit of acreage other

A woWé did.
IV : 1Desc£ibe whatidccﬁrred for us.
- Y After. we had made our deals with Sun- and

EnSerch to‘give:us'thefposition'to have enough interest to

drill the:wellE thénvit:wasvtime for me to send out the firsy
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“dry hole:in.1975.

15
propdsal for the drilling of the well. The first proposal -
that we send out never ends up being that way by the way we

come to the Commission, because of the diverse ownership. -

.QA | What was the fiﬁstlproposal‘sént?

. A -ﬁy fifst'prgposal waé_theAeasé half.

.0 ‘f | That position thathegaé§‘is now asserting?
A N -That;s cérreqt. |

-0 | o ALl right, what[ if any, re5p§nse éid you

get-ﬁithuregards to the possibility.of forming‘a éroration,
uni£ICOnsistin§ of tﬁe,gast half for'ﬁhis‘well?'

A ‘f:'.My;iettér went'to'evérY'oWhef of record .
Septembér the lth.“ Thé.néxt_agy Mri E. L. Lagham'called.me
aﬂd toid'ﬁe that_he.could.not agree;to.fhis pfoposal.

QQ' : Allrigﬁ£, in‘¥é$ponge to feceiving Mr.
Latham's 6bjection to this, what, if'aﬁytﬁing, did you do?

‘-A _:?' We had aﬂmeetiné and because, number oné,
Qe agréea withAﬁathém, becauée we felt he’Waé fight. We

would, by standing up the unit, preclude his participation

for his major mineral interest, which he has owned 'since be-

fgre'thé,fieldﬁﬁas established.

Furthermore, we, C & K, had drilled‘a dry

ﬁéle in\theﬁqorﬁhNBO‘of the east half, and we drilled that

. .

It might be of interest to thé Commission
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)
that Texaco, .we had pooled the north half of that weil.
Texaco joined‘in that -- the drilliﬁg of that dry héle and
ﬁhgir interést.was this 22‘pe£¢éhtvthat1Wé now pfopqse in the
south half. | | | |

Q Subsequent to C & K's agreement then with

Mr. Latham with regards to the objection, what then did you

do nekt;‘ﬁs. Lebow?

A o ,Wé‘sent out anothef.letter: .Number'one; we
instructed you to add Tgxacé's rame to the noﬁconsenting
partiés.' Now tﬂen, a few days after.that a young man with
Yates, whose name is Bullock,called me, ana‘he éaidvthat'Tex—
aco had been ¢a11ing them aﬁd”they had -- iates had decided
that they would join with Texaco. | |

Then we asked youAfo addltheir'némes to the
noncohseht,application., |

0. - With regards to the fbrﬁation, then, of‘é

proration unit-consisting of the south half of the quarter

-éeCtioh, what; if any,3actioﬁ did you take with regards to

soliciting the cooperation and consent of all other working
interéétjbwners?

A - Well; the people ‘that we were in conversa-

“tion with on various matters, and including Texaco, we ad-

vised,ﬁhem_verbally. Then -- and Yates, and I-don't recall

if I discussed that with any of the Cone heirs or not, I had
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this well this year.

:Fbui'aﬂdfhavefYOu'identify-tﬁatﬂdne for us.

17
some diécussioné With them. It didn't maké‘any diffegenge
g; Ehem,,their iﬁterest is the same. -
But on October the'22ndjlfsent out a éopy of
application to_pool(Athe AFE, the operating agfeement, the-.
title opinion,.everything to'set_ﬁé up toidfill~the well be;

cause we had every intention of drilliﬁg it and completing

Q. i‘: All right, let's gd:through séﬁeAmofe bf
your exhibits,.%bme of Whichlﬁé‘ve toﬁché& on, and have you
identify“them’ﬁor'us.- S |

If yoh‘il.turn,,then; té EXhibit'Numbgr Two
anduidentify this letter;i o | |

A Exhibit Two is_my latter dated Séptémber«the'
10th makiné thé firét propoéal to evérybody whofowned-in the
record in.an attempt to gétﬁfheir coﬁments.on Whét'?héy

thought about it.. o

0 - ~ This is going to the east half?
A. i I beg your pardon?
0. This is. the letter for thé'east half of the

southwest quarter.
A, - 7 Yes.

* 9;*{hf . All‘right, let's then,gov%o Exhibit Numbe:

<A .. Exhibit Four. is a copy of your lefter to
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me giving me the dismissal, the formal dismissal by the Com-

. that we sent.

'itAnot?

"hibit A attached’to_the,letter, which shows the various in-

18
mission after we had withdrawn that application for pooling

e . Well, I think you're ahead of yourself. Ex-

hibit Number Three is the application for the east half, is

A. j”  Oh, excuse me, I was looking at Four, I'm

éérry.
' Q ~ All right, and then Exhibit Number Four is

the diémissallof the firs£ pooiing.-

A _ Yes.

0 | All right, leﬁ's:go on then to Exhibit Num-
be?uFive.‘

A Exhibit Number Five is C & K's‘final pro-

posal for the drilling of the well under the terms as agreed

upon between.burselves and the peoplelto the best of ?ur.know
Iedgélagithatvéiﬁe;

. ' ”Q ' l All:fight,vthis is the one then for the
séutﬂ‘hélfgtfliv |

© a ¢ Rignt.
Q. L 'A;l riéht} lé@’é'turn then and look at Exf

terests. Tﬁe'firétuﬁérty indicated in the tabulation is -

Texaco.
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::&~ B "Corfect.
iﬂg' : Yéﬁ-te5£ifi§d'thét theynhaye'éaviéed you
that.théisdo*ﬁot-want to‘pértibipafé;ihiah Origntationxbf
this prafétioniqnit as you havé proposed.
A | ‘ Wheh}this.létfer was{mailed I felt, I had

nothing in writing-but had conversation with Texaco, we had

-two wells going at once and in all this conversation it was

my Undérgtanding that>they_intended-to*participate. They did

not put it in writing and I now know that -- that they don't

intend .to participate.

.,Q‘ L The third-name,on”the‘tabulation is Yates
Petrdlepm Corporatiohﬁ Am i_éorféét'in‘uﬁdersténding that
thé? ha&é'also ad§ised'you that théy”ﬁonft parﬁicipaté_as
you préééSe? W» | | |

A : They have..

. @ . wWith those two exceptions, and with some un-

:anWn working'interes% aners,.whichrwe'll'identify, with

those three general exceptions, ‘then, everyone else has exe-

‘cuted an AFE -and an operating agreement?

.

A We have in our, hand the AFE and/or operating
agreemént'ffom everyone excebt Mrs. Mbrris; Mrs. Morris
called“mefiést Fridéy and said she is sending her executed

AFE and operating agreement to us.

Q - 1f you'll turn to the same set of documents
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Aa’copyfof C & K's application for the south half of the south

lwest'quarter, direéting your attention to what has been ident-

_spbke to me on the phone. He executed an. AFE and an operating

20

that appears under the tab Exhibit Five, until you get to

ified in paragraph- four as schedule of unleased interests,
are you with me?

A, - Yes.

0 ~ All right, the first name is Kenneth Cone?
A. . Kenneth Cone, after we filed this‘applicatioT,

agreémeht. He is_joining us.
o All right, Mr. R_.ing‘oldc,'*.v then.
A _Mr,ARingbi&fs add?éés ha§ beéh‘ﬁnknoWnlto me
since l974.f:n
;@ : e Mr. Ringold will be;one‘of thelindividuals
you;il'seekialpooling order agains£;
-‘” ¥Av ‘,4’iYe;iASir. |
VJQ T zAli}right,»and‘fhenvthe next page we have
thgéé;diﬁfefeht“Pafks; I aSSumé ail thqée.peopleAyou have
ﬁd’t?'-béén'“able'-td find. |
xﬁT&;_A ji_~,' The th#éé Pé;ks?.Ruth Armstroﬁg;,Luther'
Eméryﬂjénd thep Lenore Parks; all bf these:people we have
béen'uﬁébie to.find'andfhaVe_made.diiigent efforts to do so.

0 " . Now are these interest owners: under the

Parks interest that they have‘in'other'Wells drilled in this
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21
| field? |
fA o Yes.
‘ Q- - 'Have thej»béén;the;subject of éompulsory:
pooling Srderé,in the paét§
;.A. ;{ They havé;
0 | Apd what efforts, generally summarizing, havs
you made in an aftempt tb’lécate the Parks interest?
‘A | . I have employea Mr? E.-3ﬁ Hoyt;.junior, who

‘reputation is known.to the Commissioner, first before we

- everyone except the unknown interest owners and Texaco, and

drilled thg.first well in this field; He’made an extensive
effort EQ iécate these people; “'
| I know of my own knowledge that Bass and
Yafes»hévé‘made an_atteﬁpt.to fiﬁd these people.
Q;.bl . To - the best of your knqwledge,'neither C & K

nbr"dhszther operator in the field has been able to locate

the Parks?  °
.. an . vo.
'Q,:g' ' ]All fight, if you'll turn, then, down to

the;samQAexhébit»tﬁll ydulgetxﬁéfthe model form operating
agyéément, ispghisnﬁﬂe Qpefétiné agreement that»youvhave
ci;éuiétea ;mbhgséﬁ%ﬁé w§£kin§'interest bwners?

A . It is.

-0 : And this is the one that's been executed by

A\
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‘well. TIs that not what this is?

'the'purekand simple reason that at the time it was prepared,

‘that costs had gone down somewnat

that you 01rculated among all the worklng interests?

- ¢counting agreement attached-to the_operatlng agreement; has

Yates.
:@ k - And I do not have Mfs. Morris yet but it is
coﬁiné;hshehtold me it was.
Q"ti- ',Let's turn‘then_to Exhibit'NumberAéeven, Ms.

Lebow, which I believe is a-copy .of the AFE for the proposed

by : 'fhat is true.:'These ate‘the copies of exe-
oution'bylvarious parties.

4‘Q; o 'Do you know'of your-own_knowledge; Ms. Lebow
howdthedproposed AfE comparestith:the actual costs of other
wells drilied'in this field? |

A . To some extent; yes. I;m not:an expert any
more of eosts, though This AFE wasnnrepared by our operatio

manager. We flrmly 1ntend to come in- under these costs for

‘ !Q "-f’ But: thls is the Authorlty for Expenditure
A ' .Whlch has been 51gned by the joining parties
Q. 'hfi ‘All right. Let's go, then, to Exhibit Num-
ber Eight and have you 1dent1fy that eXhlblt for me:.

A o ThlS exhibit addresses 1tself to COPAS ac-

referenoe to the administratiVeloverhead rate. It indicates

y
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that theACommiSsibh:haé recently appréved these rates}fo?
driiligg, $4,180 per month; for prodﬁcing, $423 per month.

| | :Q : There's a reférehqe hefe to a Division Order
R47094;‘.It'makes ;eferencé tora compulsory pooli:‘ngprdér.a |
Cv& K‘obtaiﬁéd'in'oétober - |
A ‘ .It doés.
0 .'  —- for a.proraﬁion-ﬁnit in the section imme-

diately to the east of Section --

A It's the same section. It's --
o 277
A . } It's the same secfioﬁ, the southeast quarter,
o " The southeast quarfer of the éame.sectibn,
ail right..
%Lé' : ‘Cérrect.
Q ;'x;;W§‘£é nbw in.the west ——.'
sal - ves.
Vf;d”\  €31#4%ﬁdf'the southwest quarter, all righf.
' , - g A Yes ; :
0 . ‘;.f And_these were fhe samehﬁigures adopted at

thaéfééiht.
| A‘A. Yes.

-0 Are these the‘figqres that were included'ih
the opérating agreement circulgteduto the_@orkihg interest

owners?
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.é " And those are_the humberéfyou would request
bé ihcorporated in the4ourrentﬂpooling‘order?
hA. : Yee. | |
'Qi ' Have you had any‘convereations With the

TexaCO-bersoﬁnel'with regards‘to their participation in the
unit as you propose?
A ' Yes, and other people who work for C & K

haVe. At’some:point in time, - I'm unable to tell you exactly

the date;fTom.Bryla‘with‘Texaco oalled me about the AFE on;

the B'locatioh.“ This was the first one that I'sent'out, and
. o ‘ L ~ b o : .

I told him at that time that C &,K‘would have to -- we pro—

ooeedgfo:ré_éri%nféthe-proration-unit ahd:further, Would4he
élve hls.attentlon to the No. 2 Well. beCauseIit‘would in
fact spud flrstrthe way thlngs ‘had’ evolved
"f@ﬂ;j;; That s the one in the southeast quarter

'fii“,54§:3 ?11Correctvu5We%had,‘you know; thought for some
mohthezthat the "B" Well the.southwest Wouldibe the first
weiiitoﬁeoué: As 1t worked out the other one was first, and
howlthat was my personal conversationiwith Toﬁ Bryla,‘that
I'juSt'asgea him -- I~to}d.hiﬁ we would have to redefine.

this-and;sehd out -= I said, Irve got-tO'sehd you a bunch

'Lvmore papers and 1nformatlon, but glve your attentlon to the

'other well- it's tne one that 8 g01ng to go’ first.
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4but prlor to recelpt of his letter,.and he was klnd enough
to deliver it to us, but our M;; John Moffltt had written a

‘lefter,toﬁTexaco and to Yates begging'a meeting to resolve

. lTearned. -

25

hQ'> :‘ﬂ Wheh, if’anyh communications did-yon receive
fnon fexeoo personnel with regards to their consent or ob-
jection'tojthevsouth'haiflproration unit?

A";h“ ' After Mf: Bryla advised'me on the telephone
that. you know,.they would oppose us, then he wrote, us a let-

ter whlch was dated November the 4th statlng in wrltlng,

theSe,problems before the fact.
‘Mr. Moffitt .the next day,hwhich as I recall
was:onﬁa”Frida§, went to see YaEesjPetroleum in Artesia.

0. y Letxme‘ask YOu;“Ms; Lebow,.things that you.
knowiquYOur'ownhknowledge and not what Mr. Moffitt may have
A . A ~No,'bu§ I,knowwthat-he went to see them to

attempt to mediate the problem.

B ’Don;£ tell me?aboutfit;
A okay.
Q _ What, to your.knowledge; were the objections

raised to the proration unit by Texaco? Do they eVer'commun—
icate thesefobjections‘to you? -

A L Ifd really -- I couldn't say, Tom.

o o All_right.' Now,'with regards to Yates,‘what,'
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in opposing us. They didn't say they wouldn't join.

“of Ms. Leboir, M;ﬂ‘ﬁh@ifﬁan.A'

26
if any, communication have you had from Yates with regards to

their'pdsition?»‘

A . .Only the verbal.
0 That they would not join?
A They just said they would join with Texaco

- Q ' All:right,

_»Weré Exhibits'One Ehrbugh Niné compiléd under

your direction and:superyision? | |
A - fes; sir}‘ |

MR. KELLAHIN: That concludes my examination

MR?}RAMEY: “Any qdestioﬁéﬂoers. Lebow?
MR. LOPEZ: Yes, Mr. Chairman.
- "MR. RAMEY: Mr. Lopez. .

1

.  CROSS EXAMINATION
BY ‘MR. L‘O-PEZ.: - | | .

'Q . . Ms. Lebow, Iibélieve‘you stated in YOur test=
imoﬁy that, ésvtheuW§rld wouid:havé it, ihitial’prdpésals.are
aiways changed.- What was thg-baSislof C %‘K proposing the
east half profétion unit'to'bégin with?

A In any of our deals we must at some point

make a firm proposal to the owners in order to come.up with
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- on . that basis;l

ef Y. 0-. .. sFhHen if I understand your testimony correct-

201_’1fying the --

: 27
whaﬁever we intend to do, and Qe attempﬁj?o hear everybody
eise and £e fair to éverybody):yoﬁfknow.'

i‘myseif/ and i;ffeeiy aémit this, the réasbx

I set it on the eaSt haif,_ther£itlg is‘differént on the weét
half. IfWas in a Hurry,>wéiwe#é‘rééllf.in~a push to get this
dohe,' it'wasAeaéier for-ﬁe jﬁéﬁ to list the ownéfs under the

eaStvhalf, and then we qpuld get.the comments from everybody

s

Q o ‘Is‘this standard ope;atiﬁg proéedure'as'far
as you're FOnCErﬁed?v
. n :l. f?_Wéii, more or-leés1\ye$} gecause yéu have
té':—lwé{have?tg?at.séﬁé;poin£>ihftime&firmly make a_proposal.
Thgﬁ}ﬁe begin?da? éeéé;iatibnéigitﬁ'ﬁebple who differ with
ﬁ§,~yési. | | | |
,“ly7>ng:ré_te}iihg melthaﬁ'thegbasis_fér}sélecting'a proratiohn
'uhit hés ﬁd£hé£-téfﬁoSWith geolbéicalfof reservoir engineering'

‘réasonsAbut,has:to do with faciliﬁyQQf the landman in identi-

A Well, ﬁd; now,inisoméugésés, in this parti-.
bﬁlar éésé iﬁtmade no difﬁeréﬁée;fo buftgcientists beééusé'
C & K's interest is the éémé:rééar&fésé:j It méde‘no diffe£—
“ence._f'

'”'u'Where_it is'a7matﬁér of -- and at any rate,
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- Mr. Latham, that C & K:chapgéd'their position ‘and agreed that

_réasons that Mr.,Latham;éxpressed'tQ you.or the reasons C & K

A qscidedﬁthaﬁ‘é:layaéwn unitjwés the préjergble approach?

' position because of the dry hole and because of depriving

an offset well on the west half of that quarter section,

would they not?

28
the weil 1Qca£ioﬁ'whi¢h the sdiéntists select would not change
regérdleés;'and}ﬁhére bn‘th§£, in{this particular'ﬁnit it made
them no différenCé thch_wayli;stoéd}iﬁ.

0 ‘ﬁfi:;ifbelieveyydp.aléé éta?ed that wﬁen yéu‘heqrd

thé'next"day aftg;’yéu_senf yéur Séptember 10th letter from

a laydown unit in ‘the south half of .the southwestquarter

would be a preferable proratioﬁ:uhit. Would you give me the

ié; ".”%fif'ﬁejétand the-uhitAuéﬂcertain mineral
oWﬁergion the W;ﬁé;siae would'be‘deﬁrivéaof a poSition in
this well. a
| :i;i;Beypndgthatiithéré-%s a-dry hole in.tﬁe
goﬁth:;O"acreé,éfftﬁe g%é£ héi£tﬁ.' |

. NWleelt,that1it would not be a defensible

these mineral owners of their rightful pérticipation.
o v - These mineral owners in the east half of ‘the

southwest quarterlwduld always'héve theiopporiunity to drill

“2a - wWhat -- I beg  your pardon now?

0 ’ Assuming we have a'standtup.unit,7the owner%
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.in the west half of the southwest quarter would always have

| reage, Would‘they*nbt?

what you're falking about...

7miSSioﬁ;today, SO I.guéSsteFll get on with it.

:‘intention to drilizand completé the well this year; however,

‘total depth date 1s 1-10-83, and the estimated completion
;Which is correct, the AFE or your testimony?
for the commencement of the well to tie in with his schedule

‘this money for these investors, and for these joined people,

.somehoﬁ7this year. The tax people will determine how we go

29
thevbppértunityAto drill an offset’Welllﬁo protect their ac-
A '~ They could. It wouldiseem rather foolish to
me to have two wells when one well w@uld serve the purpose.
S0 I'éudese“that -
A _"'AThat's4my,opinioﬁAand I am not an exbert on

fg4f‘} ' I believe that's the issue béfore the Com-

_@;  i: other pebple‘can addressfﬁhat fgrAbetter_

T

than me. [ -

.9" - 1 'pekieve you also stated that it was C & K’

I-ﬁoté,iﬁ';eviéwingjthe AFE attached to your Exhibit Five,

that'Ehe:estimated spud date is indicated as 12-1-82. The
date is 2-10-83. This doesn't corréspond to your testimony.
5 The operatidhsvmanager set up those dates

of drilling rigs. We could have, we still inteﬁd to, spend

Ul
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_about ‘that. fWe.aie, in fact, able to spud the well.

money on' drilling is primarilbeeéauée of their tax situation

- it has been my.experience.

Moore;» and the Cone heirs, Petroleum Corporation of Texas,

.whoie deal ifrwe do not‘carry‘fdrw§;§ on this.

18‘ 'exhibitg’éXCépt for Texaco and~Yates;Ahave agreed to join in
‘the drilling df a well for»which“the-South half of the quarte

section is. dedicated as the. proration unit.

section but'forjﬁhe Latham, fhe Parks? .-

30
& . Then am I to understand ‘from your festimony
that the purpose for driLling¢thegwéil'or commencing the
drilling of the well this yeér;is for tax ‘purposes -of the
investors in the well and no cher reason?

A B Mr. Lopez, the reason fhat‘pepéle'séend

P s
I R

: _5Thes§»indiyiduals who own under this, Mrs.
ngitagéfofaTgléa,;ﬁhey mightﬁéven'wish we'd wait awhile if
WéPdOn'tHQOnabeéd.andido it By the>end of the year.

RYR

ChE T2 T we

S RaE

0. - Mé;’Lebow, I believe you also testified that

the various 'interest owners that .yoéu've indicated on your

Do you have any reason to believe that the
‘same interest OWnérs would be'unwilling to join in a proratid

unit'thatvwasicomprised'ofvthe east half of that same quartey

A .~ T don't know, I dbnit;f_*

y

would;juﬁﬁ;bg at pains to restructure the|

n
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She may be excused:

€k K in Midland, Texas, asxa;geologist.
-befbréiﬁhe Division as a petroleumfgeblogiSt?
_geologiSt,;héve_you'done certainigéologiéalAwork with regards

to drillingjprospects'in-tHe Casey-Strawn Pool that's the

subject of this application?

31
MR. LOPEZ: No further questions, Mr. Chair-
man.

MR. RAMEY: ' Ahy other questions of Ms. Lebow?

MICHAEL MOSLEY -
being called as a witness and being”dulylsworn upon his oath,

testified as follows, to-wit:

‘DIRECT EXAMINATION
BY MR, RELLAHIN:
Qe ,'er.»MoSley,.wbuld‘yOu please state your. name
" B L . o .

and occupation?

- Mythame-is'MiChael Mosley. I'm employed by
o . Mr,'Mosléy, have yoﬁ‘preyiouslyvtestified

A Yes,‘sir,‘I have.'

0. Pursuant to your employment by C & K as a

A Yes, sir.

MR, KELLAHIN: Mr. Chairman, we tender Mr.
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Mosley as an expert pétroleum geologist.

pict on this structure map. © i

327

MR. RAMEY: So qualified, Mr. Kellahin.

o Mr. Mosley, I-hope;I’ve-numbéred'yduf exhibit

the sahe-%ay you have. ’Lef’é check the firstséhe and seéphow
close i got. |

| .i'm up tolNumber T§n andﬁI've labeled thaf'
your strgctufe mé§ on top of the deer étraWn 1imé-
"'HA.'%: ¥‘-§eéj‘sir. |
';-QA :‘ 51 Sézfar; so good. ‘

Firsf of all, Mr.-Mosléy, let's have you

téli us juét;a littlé'bit'about.wha£~you've aftempted to dé—

Ao .ng, sir, fhis iS‘a s£ructuré map contoured
bn:toptbf the‘LowerlétraWn lime, whgbh'~¥

(0 -YOu'll have‘to s@eak up.fqr‘me; I can't
heaffyou;

| A _ R%ght.l'Thigﬁis.a étructﬁre m;p cdhtqured

on £op of the Lower Sﬁfawn_lime, wﬁich is Ehe pay zoﬁe'in~
both the Casey—Strawn and'the.Easth§vington Field'ﬁo fhe
nérthwest. This ié included in théSeAexﬁibité to show the
more or less fegional settiﬁg;df.the Casey-Strawn. You'll
sée that_the.CaSey—Stfawn producing Qells areisitting on top
of a more or less north/northeast ;? or éqst/ﬁortheast

trending structural nose on the Lower Strawn lime.

]
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~with the. dry hgles merely circled with the dry hole symbol.:
bﬁoéling of the,south:hélf southwest quarter of 27 fér’all

‘one.of’the Pennsylvanian formations.

.ficant production in the immediate area from any other Penn-

A ' 33
The color code inclﬁded; wells colored blue
are produced from the Lower StraWniintervél. " The wells;
bther wélls circled either penetrated or fested thé SfraWn,,
with Yeso productién shaded in orénge, and Abo produdtion’

shaded in yellow,_and San Andres production shaded in green,
F% 7 Thée € & K application requests a compulsory
the'Penﬁsylvaniah‘formations. I assume the Casey-Strawn is

‘A v U Yes, sir.. .

0. Are there any other of the Pennsylvanian

formations that pﬁéduce in the -immediate area?

A. -There'ﬁaVéfbeen shows but there is no, signi-

sylvanian formatién.
0 | 'So the principal objectivé then is in fact
the Casey-Strawn. Pool. | |
A Yes, sir.
Q You've identified‘éhe-pféposed,loéation by
the double red circles?

‘Ai - 'Double red circleé.with'the orange arrow

pointing to it.

vQ.. ALl right, sir, what is this field off here




2 to the ﬁofﬁh\and to the.weSt;twhat's-thét?

3 YA' That is the Easf Lovington‘Pénanield,'which
4 also produces from ﬁhe Lower Strawn:liﬁe interval. |

5 o - Directing yourbgtteqtion back to the Casey-

6 Strawn Field, Mr. Mosley, what is the spacing in that:field?

7 <;n ﬂ¥ A._‘_:' These wells a?e drilled on 80-acre spaces.

8 ;A; .‘@'Q ‘ i And they produce oil, dd'théy not?

9 o .A‘-lJ  i Yes, sir“and é significéﬁt‘amount,of gaé in
10 |

most cases. '
.11, o .0 o :All right. Could you give us a little of

12 the backgréuﬁd about the:fiéld, Mr;jMpsiey; by commencing, I

“ ' 13 | ‘-gue'ss ,' 'w:‘thhﬂ a:n-: :'Lfc.len'{;ifi_c‘ation of the _diséovery well?
14 _ A Yeé, sir. The dichyery Wéii was drilled
15 in the southeast quarter of Sectiop 27:n it is iabeled.l on
16 tﬁaf ;_<§r ﬁé. 3, excuée me, on your structure map.' |
| 17 -.  - Q: ':‘ 4i£‘$:the weii in the soufhwég£>0f thé_éoﬁth—
18 | east of 2772 | o |
19 U . A " Right, it's‘é60 from the south and 1980'from
20 the easf of 27.- |
21 Q . ‘All.fight, éir; whéf was the original pro-
22' : ratibn ﬁnit assig£ed to that We;l, do yoh.remembér? 
23 A ;;Let;s see, o?iginaily it was, ‘I believe, an
@ | 2 | _ eaét/we‘s'svt '—'—_e>'<<.:1’119;e me, let me get the —-
2 . : ‘

Q. " You don't remember?
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- ’ ' o L2t PR T . . )
Correct me if I'm wrong.there. - Which was the immediate south

“two wells is —--

~to the well. in the northeast of the northeast, it identifies

35
A o ;ldon't remembér; no, sir..
Q_' . All right, éir, I'l11l ask you what, after the
discovery well -- when waé»the discqvery well arilléd?
A I beiié%e in 1974, or eariy.‘75.
‘NQ, ' All right. |
- A  , '. I;d hayé to'chedk;
 :(Q . .gniAféér éhe discovery well, what is the next
well? . |
A" : o I EéiieVe it was tﬁé Mesa Knowles No. 4 Wéll

offset;inngction 34.to the discovery well.
é'?”i gllvright,'the Weli"in'tﬂe'northwest‘quarter
of the_éPrtheast.quafter? | h |
"_A. 'Righti

0. . I see a 4 but I don't know which of those

A Okay, the Knowles, Mésé;Knowles No. 4 Well
is 660 from the north and 1980 from ‘the east of Section 34.

0 All right, so although, the No. 4 is closer

the well to the west.
. A ' ‘That's right} would YOu repeat that one morg

-time, please?

Q. The No. 4 identifies'the,immediate south
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“from thé‘north and the dast of Section 34.

of 34 is the Mesa. Knowles No. 8, which was completed on

22

mthat'é in the southwest of the southWest.of;Sectionv26.

36
offsetjﬁo the.discoVery well.
A o Né, sir, No. 4 is ‘the -- yoﬁ see the orange
lines copﬁecting £hose wells? 'Thaﬁ is reférenée ﬁo CﬁOSS‘.
sections later.

~The%Nb; 4 wé%l ié the_wéli in 660.and 660 -

I

ﬁ‘MZQf - When did Mesa drill that No;:4 Weli, do you
reﬁember%bA. o : .
A ”.;..5?1;b¢;ié§é iﬁﬁﬁas in'early 19750
,'Q o Dghyou réééil when Mesé driile@ the other

We;l in the northihalf of northeast quarter of}34?3‘

A Yes, sir, the well 660/660 north and east

9-16-81.
0. . All right, ﬁhe'closest one to the northeast
section line of 34 is the Mesé Qeil drilled in '81.
A ', ’,Yes, sir.
0. - All right.
is{that the: last éroducing well to be drille
in the field? From.the Casey—StraWn? | |
" A fv,f “From the Casey—strawn, yes, sir, that was
the most recent pﬁoducing weil. ) |

0 All right, tell us about this well symbol

d
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- it outright.

~ 27-A No. liWell, which was drilléd'ih '75 .-~ just a second.

~ration-unit?

yellow symbol. Tell me about that well."

'Shipp.ZS No.vi,,which was drilled in the épring of .'82. It

‘was -- encountered porosity in the Lower Strawn but‘ it turned

-, 37

.A o ‘bkay. ‘Thét is a wéll Wﬁiéh Qas just plugged
about a week ago.£y1H,KL..Browﬁ;' That ‘was thé Wright'Trus£ |
No. i;i,bgliéve._: | | | | |

;Qh;”: _ Wﬁyfyas that-pluggéd, do you kriow?

{A ‘4: a;it éaméAﬁp aboﬁtleO foot low_té.the Knéwles
SAQQii;  It hady;orésity §resent.but‘it was loW.enough-to
£h¢ in#t.tﬁ§y feitﬁif”wés waféf bearing aﬂd Brown plugged

t¥

0 Let me direct your attention then to the
wéllfin(SectIOh 27'ﬁUStvnorth of the proposed location and

it has, the dry hole symbol around it, what's that well?

A Yes, sir; that is .the C & K Petroleum Shipp-t

o If the proration unit to be assigned to the
well is oriénted so it's an eaét~half of. the southwest -

quarter; will that'dry'holé,be.Contained'within”that pro-
A Yes, sir, itiwill,'
0 . Let me direct your attention now to west

of your proposed‘location,.Seétion 238, where you have a

A _That was the =-- is the C & K Petroleum
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Exbibiﬁ Number_—Jrimesorry, it would be 11 for purposes of
the hearing. Ifﬁhihk it's your second exhibit in your packet.l

~ And I‘show it to be aﬂ‘ISopach of the propoSéd.porosity in

38
out to be water bearing on test and we completed up-hole in
the Abo formation.

Q.  3." All right,,sir} let's go!on.then'to your

th¢>ﬁgﬁér'8£rawh lime, is that the right.one?
'A:‘Efﬁf. Yes;:Sir,_iijiéj
B O R 'Ali right,v£ﬁat;s‘Exhibit Eleven, -then.
-Again you have the same doublé circle for the
broposéd'locationﬁin éf?
A ., Yes, sir, the“Well>symbols are identical in
all these exhibits. |
Q: © Tell me about fhis eghibit, what does it show?
A Whét:WeFve done heré is count up everything
all the.pqrosity in the Lower:é£rawn.lime; There ié_sdme
questio; asvﬁhefefs probiemsiin the.CaSey—St£awn as to what
is porosity agd yhat isn'ﬁ, but‘my interpfetétion here is
eVerything~I’ébﬁsider porosiﬁy in ﬁotal<porogity feet.
VIQ 'Av : Letts-ﬁake’surevl undérs£and:' This is a
map.Ofvﬁﬂe'total pofdsity?
| "vA" S yeé, sir, it's an Isopach. -

0. . And you'vé looked;at allfthe'CaSey-Strawn.-'

1695 —;
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¥pbroéit§»you'haye tdken the total interval and then mapped it

oh this?

-always nice to be;able to drill on'a pdrosity'thick‘and with

- of these thicker parts of the Casey-Strawn Field as far as

39
A Yes, sir.

”Q,f‘k‘ - and where there's a log indication of

EY

A Ye%, sir, this is a total porosity Isopaéh
of the Lower Strawn lime.

a }Qg!ffagjﬁoéglﬁﬁéitatgi.pdrositf have-any'qorrelation,
to the!pgo@ucgivity of the.weils?f' |
.:A . iaNo,>sir; it dées not.

0. . Wwhat, if anythiné, ié heipful about the ex-
hibit, Mr; Mosléy,'to determine whéther‘br not the'éroration 
unit~oughtAto be oriented to»thelgouth_ﬁalf or to the east |
haif?. |

A. ‘This map giVeS»meiand ny managémént én idea

of where the thicks are. We get a feel of the trend. It's

this map we have, in our opinion, narrowed down the trend of
this thick.

Tt showed our proposed location to be in one

total porosity. This exhibit shows that the south half of
that southwest quarter is the thicker part bf'the‘field;

0. Woﬁld you propose to locate the well in the

north 40 acres of an east half southwest quarter proration
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‘the symbol of 0/W. What is that?
A following exhibit and superimposed on this map. This intends

you see'they are dashed blue and gree, blue indicating water,

words, what are your control wells for the oil/Water contact?

unit?

- PRV No, sir, I would not. -
Q. You've indicated on here a green line that. -

and a blue line that run parallel to each other, and it shows

- A .+ . - This is an oil/water contact that we have

deduced for the field up here. This line was taken off the

to show where we think the productivé part of the porosity

and the non-productive part will be. Everything the,biue -

green indicétiﬁg oil. We feel that everything to the north
and to the east of that ddtted line is gbing to be water
bearing; everythihg to the south and to the wes£ is a chance
of~being‘“—&producing hydrocarbons.

0. | “*Identify’for us the.wellé:on.£he exhibit that

you found indications of an oil/watér contact on. In other

A The main well which we'yé”got this -- or
deductéd this from( water‘confaét from, is the Shipp 34-A
No. 1 Well, which is labeled "2 on this in Section 34.

0 ‘. " That's the immediate offset to -- south off-

set of the location.
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. the noith, l980Afrom'£ﬁe west. -

in the-north of the northeast of 34.

.:control,'are there any other wells for control on: the oil/

water contact?

tact at e«datﬁm of-—7620.

first'porosity encountered in the Lower Sﬁrawn lime. The

41.

A 1"  The offset to the proposed location 660 from

'Q. Y Whe'epepaees'that'Well?"
,iug’xfﬁt> C &?%,Petfeleum. |
o ‘eA}i right, Whoopéﬁatgg Well No. 3 to the
EOQFhAoflthe£ loééﬁion?i‘ -
;A' - C&K Petroleqm;-
o - All ri@ht.' And'the.only'other_operator in

the immediate area is Mesa, "and they?have'the other two wells

A . Yes; sir.

e~Q - All right. You used the No. Z'Well as a

A | i  Avfﬂefe's.othet_welislthet~back it up but there
is no ethef.weli'that hee’given.ﬁs'theeséme iﬁforﬂation, as
thé 3A4AiNQZ>l hae.iﬁThet is the key;weliifor fhis water con-

o »: _ Ali right, ei;,jieé's §e;chep, to Exhibit
NumberfTwelveinhich I shOW~£Qbe_a'stfec£ere of' the Lower
StraWnie-well; ﬁo§ is that one'lebeied,'Mfr Mesley, to make
sure I?héye-it right?

; A Okay, this is a structure'map bn'top of the
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"4 structure ‘map on!top of.the Lower Strawn lime. The second

‘map,qu{an:Isopachlgf total porosity within this Lower Strawn

.~ We took that as a datum,vassigned'it_a‘subseavnumber, and used

we. feel fairly reasonable of'encquntering hydrocarbons, as:

what the 6rieﬁtati6n is for the proratibn uhit, Mr. Mosley:

CL 42
same ‘<-.
iQf1  7‘“.§péﬁ aﬁminute, now, how is this different

frqm'thé other:eXhibits that we've talked about?
“lpe. Y Yes, sir. The fifétﬂstructuré map was merely

e <

lime. - This:mép is a -- the datum we used, it was the first

porosity encountered as you go, down into the Lower Strawn lime

it as a mapping point for a structure map.
You'll see the samétblué/green dotted line
as on the Iébpéch. This is the'map'frdm‘Which we took that

line.

o " What's the purpose of this map, Mr. Mosley?
A Q’;, This map waé'prepatéd to %ry'to indicate the|

productive'limitsrof porosity. We_hayefpofbsity encountered
in dry.holes,vés you. can see; on this well, but this was used

to try to.narrow down and determiné:our sweet spots, or where

Qpposedvto'eﬁcountering water.
0. : We're obviously héfe today to help decide
What, 1f any, assistadnce is this map in telling you as a

s

geoloéist“how you:would_prO@OSe to Orient‘a proration'unit
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“in the SOuthwésﬁ quarter of this section?

" beirng water bearing. I would-have no interest or not recom-

‘under the statute to grant a maXimqm penalty factor of 200

'alrecommendation'to the Examiner with'ré§ards>to a penalty

dry hole to the immediate nbrth} a dry hole in the Strawn to

_ 43
{j"““ A7 By preparing this map, in my opinion, we have
bondemﬂed tpe;entire-north 80 of the southwest quarter as

B .

mend any activity in the north half éf this quarter section.
0 :‘ﬁé£ me ask you this with regards to noncon-

senting working interest owners that does not elect to parti-

cipate in "the well}' As you know, the Commission is entitled

péﬁcent; or something less, or nothing at all.

. In your opinion.aS'a geologist, db:you have

factor to be assesséd against nonconsenting working -interest
owners?
A : Yes, sir, T would recommend a-maximum risk

factor on this well of the 200 pércéﬁt, given that we have a

the -- to the wedt in Seqtidn.?S; kiiconsider_this location
to have a very good amount Ofifisk‘tgAit{A

>Q  > | Ail right;'sir, lét;s_gp fo the cross sec--
tiohs, Mr; MOsley. .The'fifst oﬁe I ;hdw;és Exhibit Number.
Thirteen_ié an A-A' cross section@ funﬁingléenerally weét,to
east. . Is that wha£IYOu have? . .

A - Yes, sir.
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. from it?

‘which was hung on’a subsea datum>of -7400., It shows the rela+

- middle, and lower pqroSiﬁy; which are labeled -and shaded herel

"shaded in blue indicates we're infthe'vicinity of Water.f

44
o , Allwright;'Sir, why don't you tell us about

this exhibit and what opinions and conclusions you ‘can draw
A ‘Yes, sir, this is a structural cross section

tionshib~betwéén the pdrbsity for the Lower Strawn.

0 ‘,‘ Excuse me,’you've_got'télgpéék up.

A | ' Okay. This is a.sﬁructuxal_cfoss ée¢ti§n.
hung Qh a'dgtum Qf —7@06 subsea to shpw:the,reiationship'be-
twéenlghevgarious”wells on the.section inlﬁhé Lower Strawﬁ,

Yoﬁ can seeAQe ﬁa&é piCK¢d threé tops on
these Wélls, the top of EhérLowér Stréwn:iimé; which is the
pay~in'tﬂe'Caséy—Strawn_and'the East Lo&iégﬁé@{?ﬁhevlocél
marker;‘whiéh we.call théltop'éf the Lowé£‘3£ran sand; and
the ’top‘.é'f the Atoka shale. |

| (We have méae some interbretatiéns on this
CFOSS'SeCtion'by connectiﬁg‘ué po:osities.. F6£ my own purposes

Iﬂve.brOKeh~this'up into three units, which are called upper,

The'oil/@ater'contact of -7620 is drawn on
thisAQross«sectiOn. Everything'you;see shaded in .green is

what we are ahtidipating as oil'ColUmn}T-Everythipg you see'

Ul

0 I'm curious in'the-Shipﬁ.ZS NQ; 1.W§ll.>'It‘
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_the' second

-f@lainutoﬂus¢Wh§éwﬁile'thi§,wéiI appears to have reasonable

structural position, that it was unable to produce‘at that

- hydrocarbon show in this lower porosity. We attempted to DST

“running logs we saw that we had a washout and some indication

vdrilled,through it, no hydrocarbon_shows; no drill breaks.

treatment and made water with no show. We then'squeezed that

.1ationé and maps showed that we haQWSOme'porosity.in.that

45.

i Y .

f;bm the left -on the cross section;;identified

el

1

by the nﬁmﬁef'two.gvlt's the Well to the west. ~Can you ex-

DR AR

iocatioﬁ?

A "Ypu‘il see that wé‘have~éxtendea the ioWer
porosity énd ﬁhe’middle porosity'oVef tﬁréughfthe Shipp 28
well td ihdicate:that tﬁebporésity'waS'present; When drilling

this well we encountered a good drilling break and a‘slight
this. - We set a packer, which immediatelyvfailed,‘énd upon
of ?ofosity in this middle porosity zone.

We-saw -- I saw'no%hingqof‘it.going_as we

We ran casing on this well and perforaﬁed,the middle porosity

first..” It did nQﬁ indicate at first that it was  porosity.

We treated it, it finally broke in -- broke down and took a
off. We went down to our lower porosityf: All.of our calcu-

6il column,'but'yOu can see that -- tell from the logs that

strangely righ£ at the oil/water éohtact,éverything above the

oil/waﬁer contact tightened up on us after about 4 percent
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yéorosityg-:*ig
water coluﬁn, we got reasonable porbsity down there. WeAat—

 Was'thé ﬁight.part, treated it, -and we swabbed back nothing

~up and made a small oil well in the Abo.

Number Twelve?

‘wash out is what.I’ll refef topas’a rock problem. The accept

“answer -- the theory of why it does this is because porosity

‘drill through a zone like this, once you run a bit through

" Mesa Krnowles No. 7, which is a dry hole in Section 34. It

46

- Once wé got' down in what we believe was a

»e R

tempfed,'we berfofétéd'this, thisg véry upper’interval, which

but. water; no show.-

We then abandoned the lower Strawn and went

0 '-~'_ Is there ahything'yqu learnéd‘by.the drilling

of:the Shipp 28 No. 1 Well that‘would~cagse you to éhangé the

way you have depicted the oil/water .contact on your Exhibit

A .. No, sir, there's not. ,You,canlsee that the

‘middle pordéity in the Shipp 28 was washed out on the caliper.

This is a very' common occurrence about the Casey-Strawn Field:

Thevreason we have given that some of this porosity tends to

is  present but is very poor permeability. A theory, when you

it, that the pressures cannot equalize within the pores and
it more or less explodes inte the hole, bore hole, before

getting»a washout. This has been tested ‘in another well, the

tel
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‘north to south) What do you flnd?

'I.do not see-anything which.I would call the upper porosity

infthe wells depioted on'this cross sectionﬂ Weusee the

"Well, whlch is where we orlglnally deduced our 01l/water con-

~ was tested wet‘on'a DST, -and was subsequently abandoned. -

fihfthe Shipp 34-A No. l,Well."The lower porosity was perfor-
‘_ated,&tested Water, it was.squeezedAofﬁ, and then the very
' upper'portion.of the middle porOSity:was perforated and we

" made a;very good 0il well oUt of it?

~ section?

e ¥

tested_tight on DST .and they»abandonednthe well.
o fp 'Allzriéht,,let‘s take a look at your north/
south oross5sectioniJWHich is Exhibit Number Fourteen. Show

us’ what happens wnen jou cut through the field runnlng from

A ;VWe flnd on these three wells, north/south,

2

lower and mlddle por051ty present in the Shipp 34-A No 1

tact. We feel that thlS proposed locatlon w1ll have all thre
poro51ty'un1ts present on it. - We see that the dry nole in

27, thejShipp?27 No. 1-A, had loWer}porosity present} which

'You can see that'bothiporosities are present

0. ' In your oplnlon, Mr. Mosley, why was. the
Shlpp .21 1-A Well a dry hole°__
. A 27 l A°

-0 . I'm sorry; that-first well on the B Cross

W
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of an 80-acre spacing and proration unit would, in your opinign

_moﬁe closely overlie potential production in the Casey-Strawn

‘overlie potential production?

48
. A,>ﬂ,~ _”W;JﬁadinWeé porosity. . it occurred at the
vefy'bqge'of ;ﬁe?segtion, and was éo far.below the.oil/water
contact that i£ WasAtotally water bearing, as indicated.on ouy
ﬁéT reéults,:and‘ﬁhéh'abandoned thé well.

o . In your opinion, Mr. Mosley, what orientation

fieldé

A A Thét would be the éast/West 6rientation, or
tﬁé‘south ﬁaif.

Q. :f~'v Upon what dofyou(reach that opinion Ehatp%he'

south half pfientatioanould be the orientation to more closely .

A . By combining our Isopach map of the porosity

we see that the south half is' roughly overiying what' I beliewvs

Y

t§5be the tﬁick in the Lower Strawn porosity. The south half
is, in my mind, the only 0il productive paft; I think every-
thing in the north half of the southwes# quarter is'going to
be“water,bea:ing from the informatiOn I have noQ.

0 - 'In youf”opinion what would happeh if the
Comﬁiséion shouid approve an,orienpation where we would have
an east‘half‘ofvthe southwest quarter proratiép unit?

A . I'd have td bring ~- we feel that one well

ih thé'Casey—Strawn Adequately dréins at least an 80-acre,
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.same reserves,as the one well. I see no reserves in -- of oil

0r gas- being contributed by the ﬁorth,half of the‘southwest

| 660 south and east. That's the Shipp 27 No. 2 Well. That wa

drilléd'as a —-— tQ protect our acreage.from drainage because
. Knowles' 4 Well had originally béenﬂonvan'east/wést proration,

'thén drilled the West KnQWles ﬁo, S_Weil, which was, completed

protect our acreage and our -- all of our investors and part-

ners from drainage.

P 49

: T o o

probably more than §0-acre. e feéi that one well drilled
at'the'prdpaéed loéaﬁiph with an.east/we$£ oriehtation would
sufficiently drain the entire south héif,of'the southwest
qﬁartef.* If a well was”étdod.ﬁ?, we wOuid'éF could then be

forced to drill twojwells thatjwouidﬂdﬁtainnusfé‘net_of the

quarter.
Also, we are currently dfilling a well over

in ‘the southeast quarter. You can see the circle there, 660/|

U7t

back'ih,.I beliéve,.thé:early;part'of 1981;.Mesa went in,theif
they:filed énd had that 80 acreéfMQde into a north/south, and

in September of’ last yeér.u‘lf was a very strong well. It
potentialed for 859 barrels 6f QLL a day flowing.
So we were foréed‘to.coﬁé in and essentially|’

drill a 40—acre‘spacing beééuse,of thét Knowles 8 Well, to

B

If'éhothér.wéll;was drilled in the 660/660

6r thereabOuté_of-the southhand'west of_27; we would have the
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:Of‘that from @rainagévndw;\ wé havé the Shipp 34-A No. 1 and
'.2 preseﬁf ig‘tbe éast hélf ofuthgihdrﬁhwest quérter and if 3
" anothér well,Qereldfii;ed 66o/é6o;sguth"and:west.of 27,*Qé
”fé;l thét)-: tﬁaﬁ{it.would advefsély éffect Qurrprédugtion

;and reserves down in 34. .

" and have you simply identify that for me.

duction in oil and gas.

50
same'ﬁgobleﬁf%ithgdur acreagé in the northwestiquarﬁer of-
Section 34, and since the north half of Section 34 is essen-

tially drilled up,'thefe.iS ﬁothingiin there to protect any

0 Mr. Mosley, let me direct your attention to

Exhibit Numbe? Eifteén,.which'is_a tabulation of production,

A s Yés, sir. This is'a.prdduction mapcof all
the produqihg Strawn wells in.the Casey-Strawn. Listed on
here is production for the last month which our records car-

ried, 9;'82,'andea'éumulativefas of 9-'82, that is total pro-

V?qu see our Shipp 27 No.>l Well in Section
.27 has accumulatéé'366,584‘bér?el;léf Qil»ahd.réughly a
qqartefvéf a —~‘250—million:M§f'6f:gas;‘t
In roqghly oné year the Knowles No. S.Well,
whiéhiis the most ﬁortheasterly_wéll in Section 34,:haszéé—
cumilated 166,325'bafrei§ of‘9il ana‘146—million McE.
| The pfo@pction,_wgily this production for

the “Mesa Knéngszb,‘4_Wéll, which.is the next well to thef
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‘togethér. Together these wells have made’ 463,255 barrels of

51
west, has accumulated 556,969'barrels of oil.

Our records pool the Shipp 34-A No. 1 and 2

0il and 380+lMcf gas -- 380-million Mcf gas.

0. Mr. Mosley, were Exhibits Ten through Fifteem

preparéd'bj{you or éompiled:ﬁﬁder your direction and super--
viéion?
A. ~ Yes, sir.
[} i _.In;your opinion, Mr. Mosley, will approval o
C & K‘s;application, including the provision for'a south half
southwest quérter spacing and prbration'unit be ih the best
interest of conéervation, bfeveﬁfion of wasté, and the pro-
teétion'of correlative rights?
A In my opinion, yes, sir.
MR. KELLAHIN: Thaf,conclﬁdeé my .examination
of Mr. Mosley. | |
MR. RAMEY: Any questiohs of Mr(iMosley?,
'MR. LOPEZ: Yes, Mr.-chairman, I tﬁink we

have two or three questions.

CROSS EXAMINATION

BY MR. .LOPEZ:

' Q Mr;‘Mosley, I direct you; attention to YOur

LI

Exhibit Number Eleven.
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introduce your exhibits One through Nine?

?;poiﬂtjvthét you condemned a certain amount of acreage in the

' ﬁarthkhalf of -Section 27 just based on the information ob-

52

jMlé;. LOPEZ: Did you introduce £hem, Tom?
I have no objectionito their infroduction.,jv

MR. KELLAHIN: I haven't moved for admission
of thém, owen. |

We‘wéuld at this.timé move the admi§sion of
Exhibits Téﬂ'throﬁgh Fifteen.

| MR. LOPEZ: HNo objectiép.

MR. RAMEY: They will be admitted. Did you

MR. KELLAHIN: No, sir, I might as well do
that ndw, too.
MR. RAMEY: fﬁéylwill be admitted, also.
0 As I bélieée I understood your testimony,
the baSis for your oil/watér‘éontagt’lihe wasAdépendent oﬁ
the well that is 660/1980 from the west ih Sécfion 34, or

what has been marked the number two well on the exhibit._

A. Yes, sir.’
0 | I think thié weilihasAbeen'idéntified as
Shipp 34 -- |
" A ‘A No. 1.
0. '.> ;F A No. 1. Don't you thinkﬁ or-would'you

not agree with me that -using only this weil,as a contact




10

11

12

13

14

15

16

17

18

19

20

21
22
23
24

25

oil/water contacts are subject to fudging, either up or down

53
tained from this well?

A . I feel very comfortable. Of course, all

or both ways, but I feel -- feel very‘comfprtable-with this
point as an.Oil/watef contact, and whatevef acreage 1s con-
demned by this is in my mind validated-by dry holes and/or
productioﬁ_ér strﬁcturalvposition,

Q. - I'dAnow.ask-?ou to turn to - -what you -- your
Exhibit Thirteen, i believe.

;N . Would you read them out, I don't have a num-

ber as such.

0. It's the structural cross section A-A'.
A ‘ Okay.
Q I'd ask you to turn your attention to the

number two well on that cross section,’orjthe Shipp 23 No. 1.

A " Yes, sir. |

0. 1'd like to -- to just see if you. would agre
with me that another explanation that mi§ht be valid with re-
spect to what you'vé marked a éossiﬂlé permeabilit? barrxier,
with respect to.the middleﬂPOrOsity zone, is tﬁe fapt‘that
tha£ zone could be in communication'@ith:the lower porosity
zone, Or tﬂe=%ater bea;ing zone.

Could that not also be an explanation as to

W

why there Wés.énioil/water contact ‘point?
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-any channeling or-communication going on in these wells.

“istics. My colléagUes, other geologists that are at C & K;
. more than i;have} saying that when you have an impermeable
' SQ'thaf someWhere;bétween these two wells.in this cross sec-

E tion,vshipp-27Ql and‘the'shippVZSNNo; I,-somgthing happens

>£o-theiporqsity;Lwhich I cannot really explain but I'm refer-

‘iing‘to'as:a possible permeability barrier.

54

A+ Of course, anything is possible up here, but

on testing these wé did run tracer surveys in both perforatioms

and to our management and our field personnel, people'who“I

have the utmost respect in, they said they indiqatédﬁno chan- |

neling_eitheridiréction, or any'sigpifiégﬁt direction from thg
perforaﬁions. - |
| So I'm at ease with~£hevféc£ wé db nét'have

0 So thep what&is yQﬁrtbasis fgr the permeabi—
lity barrier?,

AT ‘ ;MainlyAthgre'is thévexplapation I feel most
cémfortablevW;th. I know it is -- pérmeability barrier can
be a catchall term in geoiagY'prdéucediby anyfhing going on,
but we.ﬁave docuﬁented the.sa@e thing in seve;al wells éround

the field, which have the same -- exhibit the' same character-

have also over their years, which.is 20 or 30 in most cases

formation it tends to -- which I refer to as a rock problem -

that it does tend to washout,this characteristic you see here|.

\1"2

-
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S0 Okay,'I think T jﬁst havé oné further ques-
tibn,iand-it appliés to all'?oﬁr'gxhibits;and-the pfopoSal of
a laydown -south half proration uﬁit in Section 27, thé-south—
weét quarter. |
I believe that you've indicated from yoﬁr
exhibits that structure_movés’down dip from west to east.
“A Yes, sir. |
. Q  "»ﬂ If thét's thé casé, ﬁheﬁ Would nbt a wéll in
the wést haif_of thét proration unit not.bnly‘more adequatgly‘
dfain‘the South half if such were the proration‘unit designa-
tion, but also would be less likely .to affect adversely the
offset Wells to the south‘in'éection 34?.v
A ~ Which structure are you referring to? Are
you referring to the stfucture of the -= |
0. . To the Strawn. |
‘A —-- Strawn lime:st;ﬁctureé The Strawn lime
is ‘a structure map on top of the lime. The porosity, as you
can see by the crOSSVSectionS, déés not dcqur at afuniform
depth into the Strawn lime.“The pofosity moves around very

dramatically in most cases throughout the section.  So ac-

A'tually; the Strawn -~ ‘the structure on top of the Strawn lime
doés n§¢ - doésgndt‘in my  mind affect,thé porosity to any
great degree.as far as having any -- being high on the struc-

«ItUre.Oﬁ}thé Strawn lime or low to the structure in the Strawy
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© “half of;thisisouthwest gquarter contributing any reserves,
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liﬁé.- The-poéitioﬁAorvdatum at'which the'porOsity'occurs is
tﬁe driving.faétor on this. |

0. ‘Ana'not the.oil/wéter cbntact?
 3> f{', ihe Oil/watéf éQntéct,-I;m éssuming, is a
uhifqrm depth. We know in na@ﬁfe.that does not always Qcéur.
Since we-have no datévto back'that‘up,.i am:assuming that it
is a, more or less, a unifdrm Subéeardepth,
| 0 'Iﬁ‘other wofdé; if we foiIOW‘your testimony,
how would you —; how Would youf:well at thé proposed lqcation
recover'resérves ppﬁdip to £he QeSt in é south half'proration
unit? | |
1A.':}. - You're referring %o which map?
o Well, again,'ény_éf your:exhibits,‘Ten, Elev
Twelve, my.qﬁestidn ié hOW'woul& a well at tﬁe-idcation_that;

pioposéd bj C & K;éfficiently drainfresefves'which you have

testified lie up ‘dip .to the west in’ that same prorétion ﬁnit?‘

A In nmy épiniopfsomewhéreibetween our proposed
.locatioﬁ heré} circled in réd:oﬁ tﬁe ﬁépé, and the Shipp 28
No; l'WQQJ,'Whiqh'is.colo?éd in yellow, there is an iﬁaginary
iliﬁé joﬁ¥?e gaing:ﬁo cross,'which éverythiﬁg to the west is
3§biﬁg1£g1bé‘hohproduétiVe. In my mind I ﬁave'that, well,
_sdmewhére‘ﬁp;jﬁstiabéut halfway between the tWo'wells.:,As'I

bEated‘befQie,wllam_not -- I would not anticipate the north

1°2)
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‘éVénhany of‘the wells there, and I'm saying that one well

. that south half of the,éouthwestxguaﬁtér; We are éommitﬁiﬁg
'maybe_—— we are drilling these on gighﬁies;‘ You WAnt to
';arill'thésefdﬁ'foféies, we'érbe?commiﬁtiﬁg maYbe 20 acres.
'AIn my‘mind.I'haVe'ébout thé véiy éogthwgét quéfter 40 acre
’seqtidnj mafﬁé 20 acresbof that aé.a~géﬂ§ral reference‘being

nonprodﬁctive,

producﬁivé df‘hydrocarbons,

produce and what's not going'tq‘prgduce. ' Somewhere between
the Shipp 28 No. 1 and our pr0posed_locatién is going to be
,a-cutoff where-it is not»goinglto3prodqce. Tt may be running

‘assuning thaﬁjthat is goingvtb be a commercial location where

véf readjdﬁﬁihg"goipg on‘aroﬁhd here aﬁd,as'we look at Exhibit

57

hydrocarbon reserves, to the +— to the proration unit, or

drilléd.atvoﬁr-proposed location shoﬁl&5édequatély’produce~

0 - Then if I understand your testimony, it's

your opinion that in this soufhwéétjquartef only 60 acres are

A I can't say. I can't say what’sAgoing to

right through ou:*proposed location for all I know, but I'm.
that is’spotted.
S0 I'éssumed as much. As you.testifiéd and has

been brbught out in previous testimony, there's been a lot

Elevén‘aﬂa TWéive;'although the Caéeyéétrawn Field is prorate

S

a

3
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'ac;e offsets. As I understand earlier testimony, iﬁitially

are now drilling a well in théﬁsoutheaSt of the southeast in

" basis that it was facilitated was because it was common miner

ownership, and as I understand your testimony, if we aré com-

draining that with an offset well to the north. Is that

Tdéﬁeldﬁs so that:that would not preclude drilling an offset

>£ofthe1west?

iS}IVThéy took an{éist/wéSt’proration unit in the Knowles 4

58

the southeast guarter was a laydown proration unit and that

was changed at C & K's request to two stand-up units, and you

27.

A~ . -Yes, sir.

 9 . And as I recall the testimony in that earlier

application to change the proration unit designation on the

mitted to a south half, or a layddwn'unit in the southwest
quarter, that would fairly much preclude, if there were pro-

duction, p;oductive acreage to the north, of anyone ever

true?
© A . Yes, sir.
0 - ' So might it not.-be more prudent to at least

for the "time béihg adhere to a stand—up.uhit and see what

12

A Like we stated before, Mesa initiated the

éhangéfin'the ?réiation uﬂits'whenﬁthey drilled the Knowles

#

1

Well; made .a north/south of it, and then drilled:the Knowles
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8‘Well, which was a -- it was and still.is an excellent pro-

‘ducer.

two -wells of Mesé‘é, the Knowles 4 and the'Rnowles No. 8.

.'660/660 South-and West of 27, we would be.draining, well,

,ésséhtially.draining unprétedted - we'dvhave~unprotected'

'offsétﬂto,théiwest of thét,fif we had two'standﬁﬁp units woul

" also ‘protéct against drainadge, would itrnet, if we had two

24

59

This essentially forced our hand to drill a
north‘offéet to that to protect our aq;eageifrém drainage.

We have one well there, the 27-1, which is now.competing with

Over in our proposed location for the B-1,
we have one well competing with one well to the. south.

If we were to go in ahdAdrill another well

'dfainége with that. There's. no —— the nérth half of 34 is
drilled up Qn'pro;ation spaciﬂg. Thefe_is nothing wé'c§uld
do to_prdteqt'the othei.owners down in 34 from beiﬁg drained.
We‘have gone as far as we'can gélin‘secﬁion 34.
| Q. ;, Well, the proposed well, which is a direct
offset to‘?he_660/1980 from the west of Section 34 —
T _Right. | "

S0 s .,+—ﬂand so I assume that would drain a direct

wellé?f Wdﬁldn{f>twd wélls~bé15€tter than one?

A. : ,Théy would be draining the people in 34,

d .

which is not, as far as I know, is.nowhere near the same
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ownership in 27 and 34 by any meéhs.

0. Well,'you know, iﬁ's an interesting business
this. It seems tg me Mesa started playing the game.in the
ngrthwest~quarter of 34 and C & K-followed suit -- I mean the
ﬁortheast qﬁarfer'of 34,vand:then C g'K followed suit in:the

southeast quarter of 27'by changing the proration unit.desig—

nations from laydown to stand-ups. I assume,:I'm not sure what

" the éituatidn was_with respect to Mesa} but if there's common

minéral’ownership, that game‘can easily be played, but as

we've indicated iiprevious téstimony with C & K, we do not

have common mineral ownérship in‘ﬁhé southwest quarter. so
onqe'we're committed, we don't have a change to réplay the
game, don't you agree? |

A 7 Well, I Wouidn't ééy there'é no chance of it
an§ deal can be stfuck on about anything,;but that is an as-

sumption.

0 y You heard Ms. Lebow's testimony that it makes
. no difference to geologists and engineers.how the proration
units are ‘designated so long as a deal can be struck. Do.

you agree with her statement?

.A ' A‘;‘True; imaginary lines have very little affec
oﬁ'gédiégy; so it does'hptTChénge‘geology any..
MR. LOPEZ: I don't believe I have any fur-

ther questions.

L

154

Tt




1- '.. . ‘ ‘ . .
‘ - . o 61
2 - | . ‘ .
. MR. RAMEY: Any further questions..of this .
3 witness? ' He may be excused..
4 . = '
MR. KELLAHIN: Mr. Jack Rose.-
5 ‘ ‘
6 o
JACK. ROSE
being called as a witness and being ‘duly sworn upon his oath,
8 testified as follows, to-wit:
9 o ‘
10 . R U
: . - DIRECT EXAMINATIQNn
11 ‘ '
BY MR; KELLAHIN:
0 . 4 7s-Please state your -name and occupation?
» - - A My -name is Jack Rose. I work for -- I'm a
4| L o e .
petroleum engineer for C & K Petroleum.
15 N ) . -« ' 4' - -- .
Q - “Mr. Rose, have you previously testified be-
16 | TP L e ' .
fore thé 0il Conservation Division as-a petroleum engineer?
1 o o . , .
: ] S Yes, sir, I have.
v o o - And have you made an engineering study of
the: Casey-Strawn' Field with regards to the establishment of
20 ] - . ' » ‘.. ." R . T, . ’ ' . .
o a proration and spacing.unit for the well that's the subject
21 S S ' ‘
_ ‘ matter of this application?
: N AR A. .-~ .~Yes, T have.-
23 ' | S :
' MR. KELLAHIWN: Mr,-Cha;rman, we tender Mr.
24 | _ : o : - RS ' ’
o Rose as an expert petroleum englneer.
MR. RAMEY: He's so qualified, Mr. Kellahin.
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. Q. - Mr. Rose, let me direct your attention to
one of Mr. Mosleyfs exhibits;*;Eor convenience, I think we'll

just pickvExhibit'Number_Twelve,'whiéh is the structure on

'thé-tbtél'EdWerwStrawn porosity. Do'you-haverﬁhatfexhibit?

A Do you mean the top of fhe first porosity?
0 Yes, I!m sorry.

-A ,;» Okay, fes.~
0 “d W,BaSed'ﬁpdhﬂngr éﬁﬁdies~and famiiiarity with
the CaseyFStrawn'Fiequ Mr. Résg, do yQuiﬁave‘an.oﬁiniop_as
“to how you~w§uld recomménd‘the'SOQaC;e;p%o£dtibn.unit be
orientédAip the'éqﬁthwesﬁ'quarfer‘éf ééétéon{27?
CoA "Y:e:'s., I ‘feéi ]_.,‘J'.‘ke”i‘t' s:hoﬁldnbe' laid down in
xan eést/weét diréétfgn]‘thé south hélf.;
0 | What ére.thééreaébns for that opinion, Mr..
Rose? -
:?A i"i7iff£§yi9us téétimony, Quf beiief that, dﬁelto;
_Mf;.Mééley'é £est;m5ny'thaFlfhe;noiﬁh Of‘the southwest quarte
is‘ﬁn?réduétivé.f.ﬁe:did testify égmewhéﬁgté the,drainage.

' I-havé done drainaéexbalculaﬁions and,i'f@el like one well in

. the south. -— southghalf.of'thgfsodthwest quarter will drain

80 acfes;suffigien£ly;.at least,;if;ndt more;_
.We”féel-like‘the orientation of .these pro-
réfioh unité got out- o= hand;in"the;northeast qﬁarter of

Section 34 and thé,soﬁtheast quartér-offséqtion 27. We did
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not wish everything was:laydown when everything was started

~ out there. Everything was progressing on laydown. The West
Knowles No. 4fwas stooa qp,.bhanged from a laydown to a stand

~up in order to drill the West Knowles No. 8. Our reaction to

that well was to stand up our_prorétion'unit in the -~ on the

_Shipp'27_No:_l. That was required in order to drill a well

to protect drainage from the West Knowles 8.

ZUQ . Do you See any reason .to continue thaﬁ prac-

rtice_with_fegards'to the west half of the two sections?. -

A Nd,.I’do no£; I feei'like ;t was“an unfor-
tunate sitﬁation at the‘time.ﬁ

0. ' Let me‘direbt‘yoﬁr‘atténﬁion to your state-
ment;that"yqu'ha§ebdone some draiﬁage Calqulafions‘and have

you identify for us what is marked as C & K Exhibit Number

-Sixteen,'Mr. Rose. Is that a document or exhibit that you

prépér%d?,"
B  Yes, it is.

g-fﬁv . :WQﬁld you go throﬁgh thét.docﬁmentand de-
scribe fqr 9§ wh%f YOuﬁd}d:and whéﬁ conclﬁsions you dfaw
éféér ﬁéking’thé'célc&i;tioﬁé?

A -':What'I was'trying-to do withiﬁhis exhibi£ is
trying to,determine in my own mind what the drainage-in'the-

Casey-Strawn area might be. We primarily do.this on a volu-
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lations are a primary source of net feet of pay, a lot of the

I did was I went through the logs ahd'assigned maximum and

" it's only an infant in its producing life so far, and the

_quéétionahle in that case and would affect the drainage cal-
éulatiéns‘tb:éVgreater extent. B8So i'left out the West Knowles

; Rog 8, not- for anylsubvéfsive'reason or anything.

64
ﬁetric'proéedure. The equation that I've presented up there
is well khbwn:in 1iteratgre'and I've sol&ed'that eqﬁation fdf
theidrainage-acreage, and one of m?_probiemé-in trying to

determihé something that would'be defendable, since log'caléu"

parameters to go into this equation, I.felt like logs are
very interpretive by their natUré, several people can look at
the'same log and come bqt with something different.

So in order to eliminate interpretation, what

minimum values to all these parameters.
If vou'll notice there, I did not include

the . Shipp, or the West Knowles No. 8. The primary reason

for not including the West Knowles Nb.,8 was due to its early

projection of ultimate reserves is going to be much more

B

4

~ The -- what I've done hére is I've put the
range of my parameters that I've gotten from either'logs or
literature or our fluid properties for each of the wells

that we have recovered sufficient reserves to make a reason-— |

able estimate of the.ﬁltimate recovery,-and what_I'did after |
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:that‘is not —rxwhat.vae done is I've substituted mathemati-

calleinto.this equation the minimum numbers in the humerator

©  for example, on the West Knowles 4 we have a minimum porosity

df»6 percent and.we have a minimum porosity of 12 pércent.
the denominators that that 6lpercen£ cor%esponds to‘the 12

. that we could come up with, or thé'logvinterpretatiohs that -
were available to us.

Athoée four Wellé are,depictedfonhﬁhis exhibit and you can

see they range from 70 acres‘up’to 86 acres, and again, I

..Wantfﬁo eﬁphasizé'that I do not feel like this‘is’;he;mihimum .

' beﬁ aﬁa;Ifféél;that.it's prQbably greater -than this figures

-~Sighificantly.

RoSE, disPite what's happened in the éast half of the two

65

and the maximum numbers in the denominator, irregardless of

the relationship of that minimum number to_thé maximum number
I'm not necéséarily saying by putting the minimum numbers in
the numeratoxs of these equationéAand the maximum numbers in
percent water saturation. I'm juét'trYing to come out to an

absolute minimum that you could get'from'the‘log calculations]|

"'And the results of those four equations, or

dfainage;or:theidrainage -- I'm not repreSehtiﬁg this as the

drainage. I feel like it is ﬁhe;ébsdluté minimum it could

0. _ CIf I underétand'what'YOu're saying, Mr.

sections, there is no need as a~practical matter to try to
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numbers are-a conservative way to make the calculations and

at the very least the wells that you've tabulated in the

and pfobably as a practical-matter@are‘going to drain much

~Rose, would you recommend to the'Commissioh that a proration

north half.is nonproductive.. Again I realize that is inter-

_ pretation.

,relie&es a possibility to driil'a Well, or almost‘requirés

" us to come in in the northwest of the northwest of 34 to

'protect our ihVestors and different interest owners within

develop this~pool:on 40-acre spacing.
A.. . That's correct.

:Q ) -_.' And your opinion that using very conservative

drainage calculation are going to drain in excess of 70 acres|

more than that.
A o Correct.

Qo - In your opinion as a petroleum engineer, Mr. |

be'oriented~where_it was stood up in théAeasﬁlhalf of the
SOﬁthwést‘qﬁafter for this well?
A .. T.do not feel like it:shéuld be stood up,

primarily on, again,‘our previous testimony. - I feel like the
" The problém I. see with standing the proration
unit up in theisbuthwest_quarter of. Section 27 is again it

the drilling of a well in the southwest of the southwest

quarter, which again, as we've stated earlier, would require
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We are precluding the drilling of é‘well if they.claiﬁrthat

- By laying»us down we are précludingfthéfdrilling of a well

to dréin.that”north half. I“do ngﬁifeel like that is the

ductive iﬁ'phe north half of the;éouthwést of 27 is productive,
‘then they can lay down a prorétion'unit.at that time and
-fdfilixéAWeil on the north half‘of the southwest quarter, and

:%ttwoqid not'bother’thé northwest‘Quarter of Section 34.

that area.
I feel like Texaco has said, or stated in

their cross examination, or led us ‘to believe, if we stand up

there is prdductive acreage’in,the,northfhalf. They say that

case.  We ourselves would not~dfili that'wel1'because of our
interpretation.

Texaco,'if!they_feel like they -- that pro-

Q:;, T .Was Exhibit Sixteeﬁ prepared by YOu, Mr.
Rose?
B Yes, At was.

MR KELLAHIN: We ﬁoVe the introduction of
AppliééhtfélExhiﬁiélsixteen.

MR. RAMEY: Exhibit Sixteen will be admitted) .

CROSS EXAMINATION
BY MR. RAMEY:

0 Mr. Rose, will you please tell me where thesge
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.The direct west offset to the West Knowles No. 4 is the Shipp

-it's Number Twelve, there was a well in the southeast of the

northeast (inaudible)

21

68
Wells‘are located? I'm having a lot of tfouble following you
if'I'don't know where aﬁy of the wells are.

A >Okay, you'revreferring to m§ exhibit on the
drainage calculations?

0. Yes. Yes, the four wells.‘

A . Okay, if ybu start in Section 34, the most
northeaéterly well, which is labeled as number fo;r, ié'tﬁe
Weét Knowles No. 8, and is ﬁo£ iﬁcluded'in these calculations|

The Shipp -- the only'prdducing well in Sec-
tion 2§.ié thé Shipp 27 No. 1; the direct offset to that well

direct south offset to that well is the West Knowles No. 4.

34-A NS. 1. And the direct south offset to the Shipp 34-A
No. 1 is the Shipp 34-A No. 2.

Q .. _ In one of My Mosley's exhibits, I think-

A. ' 'Southeast of the northeast of which section?
Q. "~ Of Section 34.°
A | Southeast of the-northeést,,no, there should

not be.
(Thereupon a -discussion was had
off the record.)

MR. RAMEY: Any other questions of the wit-
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ﬁéss?'
- MR. LOPEZ: lYés, Mr. Examiner.
CROSS EXAMINATI&&
BY MR. LOPEZ:
( Q. . Referring tq.your-Exhibit Number Sixteen,

it drain acreage.in an 80-acre horizontal‘configuration?
. résistance -to flow whatever that is within the reservoir.
two wélls atfstandard locations in the southwest quarter of

. lying tﬁéfqhartérﬂsectioﬁ.thaﬁwone?.

_lbcation/ the'proposed location that we have indicated on

.the north half is,productive.

just.assumihg“thaﬁ your calculations are correct that one
well will adéquately drain an 80-acre unit, -does the well

drain a radial or circular extent from the wellbore or does
A T It will drain acreage in the area of least

0 _:,';V,Wéil,'in‘that connection would you agree tha

¢

Séction'27‘ﬁbuid ﬁoréveffectivély'drain the reservoir under-

A - . Depends on Where those wells were located.
oo Well, assuming they're located in standafd

locations..

'A ‘ Okay, if we drill our well at the proposed

the map,. again our interpretation, we feel like it will drain

the south half of the southwest gquarter. We do}not feel 1iké
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Q,fi; ',Well, let me ask you the same question I
askediMi.iMOsley. How would’a welltio¢ated on the east side
of the‘éguﬁh half oriented prorétion unifseffectiVély drain
réservés up.dip'to the west?

A The up dip is a projection on the cross sec-

: tibn. Again, I'm not avgeqlogist;il'don't‘pretend to be. We

don't kn§w Wﬁat that_porgsify dbeé'between those two-wells.
Ours is an intefpretativé»aréwings;‘we feel_like, if you'll
l@ékigt-the‘cross section A-A', I'm not sure of the exhibit
humberpi Tdm?;fi

- . MR. KELLAHIN: Thirteen.
,fA' | Exhibit Number Thirteen, T don't think you

PRI

ére'heceésarily ldokipg at up dip drainage. You’might be,

the Wéy.wefhaVe it interpreted in the upper porosity, but in

%

.- the ﬁiqale;pdrosiﬁy; whiéh is the main pay in the area, it

looks_to be'fairiy;flat to me}
Again, I'm not a geologist.

0 ' Well, Mr. Rose, goiﬁg back to my earlier

form of the question, assuming that.TeXaco-agrees with you

that a substantial porfion of the nQrﬁh,half of the southwest
qﬁarter is unproductive, therefor a well drilled ig,the north
half would'not be én economipal Venture;.and also aSsuming

that a well dfilled at ?Our}iqcation comes in‘as.a good well,

as'projected by C & K, would you agree with me that .an offset
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T wouldvreSult in more effective and efficient drainage of the

southwest qﬁarter of the section and reservés_in place?
,somenadditional reserves from'thatistandpointQ' It depends

‘think that's sufficient evidehce to put a well down in the

deration here. - The incremental reserves you would recover

?inputting'a well down there over a well, a singlé well where

“serves and it would compete for the other one, so when you
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well to the west, or at 660 from the south and west of 27,

A o In a technological sense it might recover
on the ‘interpretation again between thoée‘two wells. I don't

southwest of the southwest.

The other consideration is .an economic consiA

we have it proposed now, the incremental reserves versus the

adéit;onallﬁoneyzépent would be vefy minimal, I think.

- True, that well would cover =-- recover re-

afflléd it},it“éiéoiﬁg to 166k good,gbut I think you can do
tﬁe same, éssentially the'éame,.byfdriilihg one well‘at that
loéa#idﬁ;'uThezréasoh-we‘didh't go‘that direction‘with-the
ofigihal'Well,was due to the sketéhinessiof this 28-1 and we
don't know where that bafrier‘occurs;or:whateQer it is that
is hé?pgnihg in th¢»28—l.A'Fof all we Kﬁow,'ip could be, like
Mike Séid; q;uid.be.right‘at our wel}.' We don't believe it

is,;andlthen again, if you drill adwell.there in the south-

west of,ihe soﬁthwest,.then ybu agaih have a problem of drain-
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" age of the northwest of the northwest in Section 34, and we
_don't feel like wé need another well there. We're essentially
 going to be'd;illing -- set off another chain reaction in

spacing these wells on 40~acres when I've already testified

fd:illed:inhtﬁe'propoéedilocaﬁion are ascertained, is that

{1§oﬁ bélierl.like'we do;;thdﬁ5theﬂhbr£h half is unproductive,
bagain you;haQQ.twb staﬁd—up proration units, both half pro-

- ductive. .

;rin the southwest qguarter in order to protect your production

120

that they can drain at least 80 acres.

Q. '}‘ Well, a determinaﬁipn as to whether an offset
well in'théISOQtﬁWest of the sogthwest should.be drilied-can?
notlbé.real;y,}truly determined'un%;l tﬁe'results of the well

-

correct?

=

A -+ It might give you some additional information.

It may not.” We can't make that determination now, but if.

0. . "‘ Well,'eSSénﬁially isn't what you're saying,

is that you would rathefvpreC1ude the drilling of two wells

in the northwest quarter. of 34’and with total disregard for
the cérfelati&e rightsipf ény in£e£est owners in the north
'halfvof the.southwést guarter of 27.

:AA‘ .Correlative-rights.to what, is what my ques?
tion would be? | |

o : Aséumihg that-yoﬁr interpretation is incor-
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" .'rect and that there is some production in the north half of

' the‘southwest quartér.

A ~ As I said before, a.south -- an gast/west

‘orientation on the south half proration unit.would_not pre-

clude owners in the north half from putting together_a unit
for a north‘haif-well; if you feel like it is productive,
then that would be your option at that time.

e SQ - But if there is some reserves, let's say the

north half of the- north half of the southwest quarteér is con-

the drillin§ of two wells in order to drain whatever reserves

.may lay 'in the north-half --- or lie in the north half of the

southwest quarter, rather than preclude it by (inaudible) it

to a south half profétion unit?

A _ For two reasons I don't believe that that's

that's true. If'Ybu are in iﬁ, in.fhe east/west direction on
t@e south half, you:arevnot precluding the drilling of a well
‘in the north half if somebddf feels like.—— if ét,a later tim
the inter?retation.comes around -that thét is ﬁroduCtive, an
east/west north half proration unit_coulaibe.formed for the

drilling of- the well in the north half of the southwest quart

‘er.

If we lay down that proration unit, it will

also prevent the situation that I described earlier where we

_deﬁned, wouldn't itfbe more prudent to keep the door open for|-

-l
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" the eést/west proration unit in the south half, I do not feel

when we‘d'have to drill offset wells in 34, which we-don't

the present time and I participatefwith other operators as
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gd to a 40-acre spacing. So I doh't feel like laying down

like we're precluding the drilling of another location if
somebody feels like the north half is productive, but I think

we are precluding waste as far as an economic situation arises

feel like,Wé ﬁeed.
| ';Q ) :;-_We“gnderstand each other.

: MR!LRAMEY: ‘Any other questioﬁs of'ﬁr. Rose?
He m§§~péfégép§éd;>'

 MR. KELLAHIN: Mr. Latham.

'E. L. LATHAM, JR.
being called as a witness;aﬁd'being'duly-sworn upon his oath,

testified as foilows, to-wit:

_DIRECT EXAMINAT;ON
BY MR. KELLAHIN:
| ‘Q - | Mr. Latham, wouid &ou ?lgase.state your name
And oécﬁpation? | |
| '  A - E. L. Latham;vJuhiof, and I'm an independent

operator; and I drill wells,' I'm an operator of wells at

a non-operator.
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_interest owher in wells that have been driiled'in the Casey-

28 and 34, don’t‘iou?

wells from the inception of the discbvery‘wéll on down- to .the

16‘ ~ present.

75
0. Mr. Latham, have you participated as a workir
Strawn Field, as we've been discussing this afternoon?
A, ‘Yes, I have, and also the wells back 'in Sec-
tion -- in the southeast quarter of Secﬁibn'28;' Mr. Bérﬁon

andx;-éértiCipétedgin the Harvey Yates1wéll and the Shipp 28 -

:NQQ 1, the C & K Well 27-1, thé dis¢oVefy we;i,land also the

dry hole, the 27-A No. 1.

‘“r'”an3: ’ .And you have interest -in the Mesa wells in

4, . . ’
3 . . R . . e

A e T That's a rOyélfy interest.
- g’ “%§ "+I see. So you-and Mr. Barton have. partici-

pated as-a working interest owner,or royalty'dwner in the

B ' That's true.
0.  Would you Qescribe;for us, Mr. Latham, what |

has been-the history of developmenﬁ'of the field ihsofar as
the proration units have been'driented?f
_A All the proration units, beginning in 1975

up until February, 1981,AWere;éstabiishéa~on east/Westvpro—

ration units, and on I believe it was February the 2nd, 1981, -

Mesa revised the proration units indthe?horthéast quarter of

g

Section 34 and,;4 but priof to that tiﬁe;‘thg six years pre-
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-order ﬁumber;'it was Case Number 5509, the south half of the

at that'timé'Texacois interest was ‘exactly .what it is. today

and they did not»prqtest any'pdoling of that interest at that

half of that quarter section?

'76.
vious, all the préfation uniﬁs were éast/wést.
Q "Based uéon your interest in'the.Casey—Strawn
Field, Mr. Latham, to ydur.knowledge have'éhere'been any other‘
oécurrehces'in which'thé'éouthweSt quartép of Section 27 was
ever'théusquect of ény Commission péoling order?

A . Yes, it was, in 1975, Order No. 6 -- it wasn

southeast -~ southwest quarter of Section 27 was pooled, and

time.

0. Mr. Latham, I show you what I've marked as

Exhibité Seventeen and Eighteen and ask you if-you;cgn identi;
fy thoSe‘pooling orders?

A _ .?es, I can.

Q | Is one of tﬁqse ordérs the order to which
you just made reféfénce?‘ |

A Yes. Case Number 5509, Which is Order No.
R;504l, was a compulsory pooling ofvthe south half of the
southwest quarter of Section 27. |

0 Was there a companion order for the north

A Yes, there was. That was Case 5510, that

was Order No. R-5042, and that compulsory pooling was of the
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>Caéey—5traWh Field. We're not Johnhy-come-lately, so to.

speék,.in tryihg:td‘maneuver_into:pbsition after the field

half of the southwest quarter of 272.

- C & K had returned all the farmout acreage to Lone Star, and

should be driiled dedicated to the south half of the southwes

77
north half of the.southwest quarter, and that's -where the
Shipp 27—A‘N§.:iﬂWell was drilled as a dry hole.

| o . Wouldvfou'deécribeAfér us whéﬁ yours and
Mr. Barton's interest ishin thg-so;ﬁhweétfqﬁarter oflthe
sOuthweStﬁéﬁan£e£;§f Section.272f' —
‘A | v<iﬁa£!siwhere’£he maﬁority'of>oﬁr inteérest
is, in -the éouﬁhWést quarter of the‘ééuthQéstAquafter.
| Ve vauiréd thiéiiﬁterést priér4to-l975f ifc

fact, in 1974, before any wells were,ever drilled in the

had been discovered. We were there previous to the first
well.
.Q o What efforts, if any, have you madé in the

past to have a well drilled that's dedicated to the south

“A. In early 1976, it was in March, we contacted

Enserch -~ Lone Star, which was Enserch, and at thét;time

they were the majority leasehold interest in the southwest

quarter} and their land department agréea'with;ds that a welll

quartef of Section 27, and they recommended that to their

management but.their-management didn't égree and- we couldn't
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“well was proposed or planned for the southwest quarter of this

. Mr. Latham?

get a well drilled.

0 After that, when's the next occasioﬁ that a

section?’ - -

- ; A ;tWeli,:that was when C & K proposed drilling .
chedat'thefpxeéeﬁtficcation,bdt stehding the broration‘unit
ccrth/sogth;;%
»VSQ: ‘  :'Apd.whet, if epy; res?onse daid you make.tcv
:Af ’ ‘;"ifctjected~tc'that ptoposal.'.
0 o Whet were the_feasons for yogt objection,

A t7~ Because we hadvﬁaid our -money in drilldng
the Shlpp 27 A No. 1, which is a dry hole, and we feit like
that condemned that 40 ecres as—celng nonproductlve, and all
the'other prorationbuniteffor six years;had ;; preylously the.
history hes been_eest/west prcreticd units; therefor, we felt
like the best prospect'for a comﬁetcial Well'would be the
south ha;f cf'the.scctpwest'duarterL

And by the-way; whep we'proposed the location
to Eneerch incl976, wé'owped the HithoWef leeses at‘that
time, Whtch ie what'Yatee now hae.: We.cceld have éroposed
a north/soutﬁ proratloﬁ unlt because our 1ntetest was identi-n

cal.iilt dldn t matter to us which way, we had the same in-
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we had:driliea.in the 27-A No. .1, and condémning the north

"ifiény%hiﬁgifWil;»yoq‘thén do? .

- .quarter, or.cause one to be drilled, and that would, in my

~opinion, would be an unnecessary expense. "In reality it would

of Mr. Latham.
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terest either way, but due to'the.féct,df thé dry hole that

half of‘thelsouthwest quarter, we préposéd, and do today, the
SQuth half*of?thé southwest quarter.
'fg A O If the‘CQmmission'should-diSapprove the south

half southwest quarter'and converéely‘appr¢ve”Texaco's request

for the east half of the southwest quarter,. Mr. Latham, what,

- a ;,‘“vWell, under thpsé'circumstances I would have

to drill a well in the southwest,quaxﬁefiof the southwest

be putting thé field on 40-acre spacing..’ -

" MR. KELLAHING: That'conqiudes my,éXamination
MR. RAMEY: Any questions of Mr: Latham?

CROSS EXAMINATTON
BY'ﬁR; LOPEZ :
”'Q o Mr. Létham, I-donﬁﬁlsﬁépect fhat in fact
thé ;-uWithf£ega;d“to ﬁhé Latham iﬁtereéts‘are increased ﬁrom
.26 perCenﬁﬂto almost 13 percént by virtuevofvthe érientatior

from fhe east half to the south half .proration unit enters

into your opinion as to how you'd-like to see this proration




‘ @ 2 unit toi be designated.
3  .' . A - Well, naturaily that.wéuld,>but.the'proration
4 ppipvtglthékhbrth;hés peén cohdemnéd; |
S ”};a_ ixig. o : Well, on what basis'dé you state that the
6 dfy:holé.coﬁd?mné‘tﬁé;entife_40'adres?v
7 ,f'l . A 3 f', Why‘does it;éondemn itév'f

. 8 t'ifr% | ;g' i ':Yesﬂ B

‘9 ‘ >._ | ‘A' ; ' Aﬁgcaﬁse i£ wééhwetJand it. was a.low well.
10 It;;’ﬁééﬁAtééfified here foddynthat.—— thafxthat‘s a nonpro-
1 ductive wéll. |
12 o - .But dé'you have any geologicalA;nformation

‘ @ ' 13 available to you that wéuld ir‘ldicat‘e that'that dfy or.wet
14 "wéll, as we‘llidéscribe it, cohdemns the entire nOrtheast.of
ls the southwéSt:quarter? | |
16_}'> .A ;f A . Well, I.haVe the iogs‘éﬁé I have the results
17 ana since we weré,éarficipanég in thevWell, yvou would have to
18 séy;thét-froﬁ all‘expe;t“testimonjAhere today that that was
19 dbviousigia dry hole. |
20 ‘fi", - MR. ﬁAMEY: Any other questions 6f Mr.
21 Latham? |
2
B ~ REDIRECT EXAMiNAT_ION

o 24 BY _M'R.'A KE;LLAHE[N: |

25 | -

0. ~ I'm confused by something you Said,3Mr. Latham.
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2 The dry hole in the north of the location, Whatever.it maj be,
3; ~ in the néfﬁﬁeéé? qﬁﬁthe soutﬂweét,qﬁarter, that-Was subject
4' ;giééééling ca%é!énazéhgt well wés drilled; what did'you_say
3 féxébo?é{ihterégt;,ié:aﬂy; was'in that first well?
6. ‘rfA _wi— ThattWas'ZZ peréent; éameias we're proposing
7 ,toééy‘in thg’sbﬁth hélfn | |
iis‘ - g"d‘ S 5£dithéj”%§§£iéipaté in thé drilling of that
9 _we}i or did they QO'nonconsent; do you reéall? |
10 UA. - _Théy pérticipétéd in thé drilling of.that
n  well. 3.' | |
12 . - jQ To.the best of your*knoWledge; aid they ob-
13 ject to. that well being plugéed and abandoned? |
4 A - They did not.
15 . MR. KELLAHIN: Néyfﬁ?the:'quesﬁions.
16 4 MR. RAMEY: .Any other éﬁestions of Mr. Latham?
171 - ne mayfbe exéused. | .
18 ‘ | .We Qill take a fifteen minute recess.
19..' .
20' .(Thereupon a recess was'taken,)
21 |
22 17 MR. RAMEY: The hearing wili come to order.
23 Mr; Kellahin?
24 Mﬁ. KELLAHIﬁ{ Mr,'Chairman, i'd like to moVel
25 the admiSsion of Exhibits Seﬁentgep and Eigﬁteen,'l believe;
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.1 MR. RAMEY: Exhibits Seventeen and Eighteen
will'bétadmitéédf |
MR; KELLAHIN: THat;concludesvour presenta-
tion. |
.ﬁR. RAMEY: Thank you, Mr. Kellahin.
-i“MR.KLOEEzi M;{-Chairman, I;d like to call

our- first witness, Mr. Tom Bryla.

TOM BRYLA
being called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. LOPEZ:
| 0. | 'Would‘you pléase.state your name and resi-
dence, by whom you're eﬁployed and in what capacity?

A. . My name is Tom Bryla. I work for Texaco in

‘Midland, Texas. I'm a member of the Permian Basin Landman's

Association and Associate Member of the American Association

of Public Landmen.
I work in -the capacity in the .land departmer
a combination promotional man handlihg‘Texaco acreage, and

dealing agaih with land contracts.

0. Have you ever previously testified before

t
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- for Texaco? .

83
#his Coﬁmfssipﬁlgnd hadcyour_Qualificationé acceéted as a
mattef_df récoré? |
| ~.A 'EL - No; I haven't.
o :_A', Will yog then briefly deécribe your educa-

tional backgrduﬁd and your employment (ihaudible.)

5

A .. Cer%aiﬁly. .I have Workedvtwo years in Texac(
Pfiof to sfafting-wfth Texaco I graduéted!ﬁr@m'law school at
fexés Tééh'Universiﬁy. I also graduated~frém.Texas A & M in
environmental design.

) | Are yoqvfamiliar with the caéés being before
the Commission.today, Caée Nﬁmber 7730, as --
A .' Yeé.

- Q -- well as the application of Texaco for

forced pooling, dééignatéd as‘CaseiNﬁmber 77627

A Yes, I'am,

Q. " And with the lands that.ére Fhe subject of
fhis heéring? Or to thgseAhééfings?-

A. I'm sorry?

Q. Do the lands that are the subject in each of

the cases fall within your area of jurisdiction as a landman

. Yes, it has.

MR. LOPEZ: Are the qualifications of the

witness acceptable?
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"g",zﬁﬂriwhdffis‘iﬁ that Te%aCQAseeks in Case Number
4 F7622 . |

A  ;j fokgy.' TeXaCéiséeks‘én order pooling all the

. dedicated to a weil to be drilled at a standara locétioh therq

84
' MR. RAMEY: Yes, they are, and wddld you

spéliﬂjg@r'laét"hamé;;pléase?<

mineral interests through thefPennSYlvanian formation undetr-
lying the east half of the;souﬁhWest quarter of Section 27,

TanShipAl6 South, Range 37 EaSt; in the»éasey;Field, to be

upon.
0 Would 'you now turn to what's beeﬁ marked as

Exhibit Number One and identify it?

- A Exhibit Number One is a Texaco land map, in-—|

dicating the Texaco interest involvéd ih the leaséhold'that'
Wé}re currently talkingiabOut-ﬁere at ﬁhis'partiéular'Coﬁﬁis—
éion hearing.

The red line indicétes thé.east.halfzéf the

southwest gquarter that wé‘re'éeekipg to have dedicated a pro-

ration unit. The yellow just dutlihés Texaco acreage in that

leasehold in:génerai.'

o Now would you explain fqr'the»Commission thq-

background, as you understand it,’between,CA& K'and Texaco

D e

with'respect to negotiationS'affecﬁing the!orientation of the




10

11

12
13
14
15

16

17

18
19
20

21

23

24

25

22

- 85

HERE

'prbratiﬁn»uniﬁ in the southweét quaxtét.of Seétion‘27u

A i ALl right.

. \. : 2o o N -_ ' . o ey
Q0 . And’ 1n connection therewith Tldbask you‘to

‘tefer;toﬁwhgﬁfsfbéenfharked Exhibit Number Two.

(A ,:k ‘Exhibit Number Two is,é letter from C & K

.

iPetrbleum daéed Sepﬁeﬁber lOth,leSZ;lwhi¢h had been‘admitte&

in evidence already, which'wé-ieceiVed Septéﬁber<l3£h.of 1982

It requests.ﬁhat’TeXacoﬂjoin or farmout on

“a well in.thefeast half of the southweétAqUarEér'of Section

27, 16 Squth,f37 East; in Lea Couh£yl'

‘ ItAwas_a prépésal to‘dfill-anvll,de‘foot
Strawn test;té be loéétéd’iééﬁ frdm.the Qest liﬁe; 660.frpm
tﬁe east71iﬁe@ R .

- .The particulaf item~wasfsent, I believe,

through the mail énd‘it'was originally proposed to us in the |-

manner as presented without any other oral conversation or -

';-phoné call. -

The thing, the-dnly thing that was added to
this that’is not iﬁ,the‘actualvletter, that’we'were asked to
rush this thing in a -more prudent‘manner'than‘any other nor-

mal deal,:because'there was a'problem'with the»Yates_iease—‘

hold expiring, Wan#ed to have it spud by. October 15th.

So that is thé»basié,background as far as

original proposal in writing to Texaco.
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‘also a matter of ‘the fact that théynl— it'wés’going to be
"29th to have'tthe proration unitfdésignéted and the forced

' for the Shipp 27-B No.- 1.

~ of September or the first weék‘of,October, I.don’t have copious

the landAstandpoint{

:tion back from gedlogical; they weres still evaluating it, so

86

. Stbsequent tb%that, - I'm'sorry, it was

brought-befdre the o0il agd.gas;qomﬁissioﬁ for hearing Septembegr

e

poolihé'td bé‘hadton.the eést half of the southwest quarter

Shbéequ@nt_to that- time wé were told orally

over the phone; and I'm thinking it was éithérlthe last week

notes on thét so ilcan'F:Gerify that,.I ﬁave some daté$ to gé
and bring it do&h £§’th5é géneral‘éeriod,'@henuin con&é%sed
with Mr. Louis Torrance,sﬁot;Ms; Lébow, Lduis Torrahce'being
the landlmanégen, I’beliéye it is,“aé'cﬂé’K:Petroleum;k He
iﬁformedume thafltﬁé proraﬁiOq’uhiE'WasAgoihg to pfbbably be
éhénged fo.fhe'soﬁth half of thevsoqfhﬁeét quarfer and’ what
was Tegaéo's‘feelings pn“thaf; aﬁd Qé'to ﬁhisipo%nﬁ what wé“d'
aone was Quriséandafd'pfoéédurevgﬁ/tégse things.‘ Béfore we
do énythinéﬂwé'seﬁd them.a§%ﬁ £6.thé geélogicél people, let
them'evaiuaéé{the_pafticuiar'prépgsal; let them giye:us an-
idea what.tﬁé?‘think it is,.éoAthe_lénd départment éan make'

a more informed decision as to what they want to do as far as

© . So at this time we. had not got that informa-
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I Couldn't answer thgt gquestion. I said, at this time I don't

one way or the other, as to what we planned to do; just said

this.
- October 12th, I talked to Mr. Torrancé again and let him know

at all possible. He said that he didn't pérticularly want

87

4

kné@ What we're goihgi£o-say about having.the,south half of
tﬁenéduthweS£ quéfte?. ‘Tt wééfbéiﬁgAevaluated én-the east
ha}f'sothwgstqua;ﬁgr.  So I notified‘our people‘thaf'wé
needed~to.change thét.

So at that time I gave no word whatsoever,

it was being considered..

We had a meeting the 7th of October to dis-
cuss that particﬁlar deal and we were conqerned about fhe time
schedules.heré, and, of éourse, Yateé‘haVing a prdblem, Wé
did Want tolgo ahead and accommodatereverYbody if possible.
But weiétill-haan't had quite enoughftime'to look at it,vand
we did want to approve another weli that Wés in the area, so
we -- tﬁe méeeting, basically, the par£ that's importan£ té
me,‘was I wés told if possible, was see if C & K would want
to gé ahead and delay drilling the 29-B 1 for a little bit

until we could go ahead and decide what we’wantéd to do on
So sometime after October 7th and prior to
that we would:likeé to. gouahead and delay for a short time if

to wait on it, as I recall, but that nevertheless, would we
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|, back to themy . .
it was still beirg considered_éhd»wé had not made a decision

we were -- we were given some information from ‘6ur geological

logic still being that, although possibly without a doubt

88
consider it anyway, the way if‘is,.apd we.could always get
:  So;What I'm saying is.that at this point we

still had not‘agreed anyfweli on that particular.locaﬁion;

one way or the other as regards thé east half s6uthwest quarter.

The.thihg-ﬁhat came to head finally was that

staff sometime prior to Né&ember 4th, which is when I delivered
a letter which Ms. Lebow ?eferréd to, whereby Texaco notified

C & K that we would not bé,able,to-go aldng With a south half

proratiOn‘unitL Our.logic'beingmthat we wanted to protect our;

Tt

éelves for poséible offéet lodétiohé; that We‘didhff feel thai
g@nerally‘Speaking, thaf if i%fw&s afchangg of ownership, as

it was indicated, across_from‘the east halfjto the west half,
that the wést haif;'if nothing élse; we do not-feéi'it_should
héVe as large an interest in the_eést half'as féf as any kind
of production,.ana therefér, we thought it was still justifiei
to gé ahead'And include the dry héle, 'Iﬁ other.words,,wé

wanted the 80-acre prorationvuhti still to.£he‘éést, the

part‘of‘the north half is condemned, how much is in question.

Certainly if there is something'to the west, if‘we were to gb

ahead and puf'it'inva south half proration unit} we would
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preclu@e.purselves‘from drilling;another.welleithout'having'

!

notherPC§mmiséidn hearigél
;-'Sﬁ we wanted to protecfvourseives by keeping
théﬂWeét halonﬁen without an? problem of.havihg'a change of
proratidn uhi£} and since £heréfwas a Vériation Qf mineral.
owners, wé.thought it woula be better to Stop‘itlnqw; in othex
words, keep'it on theé east half, than it would be‘allow a
meeting Qith tﬁe Commission'td-set a érofation on the south
hélf and then have to go back and change it'throuéh'a bitter
fight Qf some sort. |
So we did decide at. that éoint we wanted to
stick with the east half sou£hwest-quarter. C &'K waé.noti—A
fiéd verbally probably a day beque November 4th, and on
November 4th we did indeed deliver a lettér, whiéh Ms. Lebow
mentioned, wﬂich stated our opposition to the soﬁthAhalf pro-
ratibn unit, and that was basicaily.wﬁefé>we stood at that
point. |
| - We did £alk Eé Yates prior £o that. Yates
also was upsét for several reasons, none of them quite clear.
They have both got a geologicai‘standpoint whefe they wOuld
liké to have a -- | |
MR. KELLAHIN: I'm §oing_to object to this |
A I'm sorry. I'm sofry. |

MR. KELLAHIN: -- man saying what Yates may
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~",Havé‘é—*fhié“tés£imohy ds-to;ﬁhat'Yates'maywhave said.

.amount, 329/1920 on the west haif,.énd also percentage if you

13 |

' 25th, which formally let us know that the"ihtérests were

‘Latham, Yates, and Texaco, and,also‘Ann'Mofris changing to go

- with the title opinion.

- and an AFE; and no waiver:seht albhg with that particular letf

90

;Av\ f{f 'Finek I'11 dfop that @art‘bf it.

fQ'. .. Okay. -I'll nowvask_YOu,vﬁf. Bﬁyla, to refer|

to what's ‘been marked as Eﬁhibit'Nghbé£ Thfée and-describe it
| iA : AKEghibit Number Three is~merely a b;eakdOWn

of Texaco's interests in that‘partiqﬁlarhééctiéﬁ, in Section
27. :The entire section is_broken down intéqquérters and the
séﬁthwest'quarfér is broken down iqto west ﬁélf andeaSt half,

Our mineral ihtereét is -both in a fractional

break it dqwn}iandvalso on the éast hal£#553/l920, which
eqdélsv28vpefcéﬂt‘bn the,east”hélffi;v N

'.Q ' Okay, now I'd ask'ybu.tovrefer to what's 
been marked as Exhibit‘Four and ask.yQu’fo identify~it and
describe it. |

A, . Okay. Exhibit Number Foﬁr is avletter from

C & K, which is dated Octobér122ndlireceived-by Texaco October

changiﬁg,‘Who they were that they were éhaﬁging with, Bartony

The letter, it was to notify us that the 80

acres being dedicated wéﬁldﬁbe south half of southwest quartek,
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ter.
The interests that were included with thqt

letter are more detailed than the original proposal,'sd in

that sense it is certainly more significant; we now have more

information as to whose interests were involved.. .

0. is'fexacois mineral interest diluted by
orienting the proration asvé south half unit as opposedlto
fheveaét half.unit?’ |

“A: ’ Yés, i£ is. The east half, by itself‘with—

out includihg ény oﬁher acreége, we have an interés£ of 28.62.
pefcent} that figure being trﬁncated'after threé decimal
places as I mentioned on Exhibit Three.

| If'you'go and lay a‘southlhalf proration uni
on-that particular‘quarter secﬁion for ththwell 27—B—l, what
happens is we have ﬁo-average-iﬁ together and our-intérest
?hen becomes ihstead of‘28 percent, 28.8, iﬁ becomes 22.96875
bj*the exhibit of the proposai, which we're now on Exhibit
Four.

So our intefest is reducea by about, if you
were tb look atvit, I'm assumihg; not gettingrtoo techﬁical,
tob.clOSe, 5.8 percent,'élmoét 6 percent;

) - Is Ehe'Yates unit diiutéd or»}eduéed ih'é
like amount?

A .. . Yates, yes, Yates drops from the original
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nally listed. as 13.33 perdent. Their interest now drops as

if ydu mean from the standpoint}tﬁatjfirgﬁ off from a busines

~end of it that Téxaco loses interest, yes, it does make a

- 27-B-1 is low to the weét'half'land -

92"
propoSal; I béiiéve they had 13.6 percent by prior —- the Ex-

hibit Number Two, there's a reference to it, Yates was origi-

per this letter, the new proposal, the south half, down to’

6.667 percent, or 6-2/3rds per cent, so théy drop'approximate
6-1/2 percent, also, a little more --"a Ifftle“less,than that
Q. . = - Does the fact that there is varying mineral

ownership féther than a éommon ﬁinéral bwnefship in the:south
weét quarter of Section‘27‘affect‘your opinion as to the im-—
portancé of.properly designatiﬁg the drienﬁaﬁion of “the pro-
fation‘unit at fhis‘time?'

. A I'm not sure I understand the gquestion, but

iarge differénce, and if you look at it from the standpoint
that this was based on geologic information that the land de-
partment based its recomméndation on that the west half would

be at a different level, ‘the east half, the location of.the

Q . Excuse me, T don't think you.did uqderstand
the qguestion.
A I don't -- I probably -=.

o - . . Does thé fact that there's not common miner-

éinbwnérghip unaér'the'southwest quarter of the section affec
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‘the southeast quarter, and I'm referring now to the 27-B-1 -

.change their position, any number'of_things that'Will involve

' a more detailed hearing, I'm asSuming{ 
‘applicatioh inVCasé 7762, which‘is'keschédgled for further

_.COmmencé drilling the.W@ll.before the end of dalgndar year

93
your thinking as to.whethgr it would be posSiblé té re-orient
the proratioﬁ unit, ?he 80—acré p;qration'unit, to a'stand—ﬁp
basis once a well is drilied dééié%giﬁg'é.éouthvhalf proration
unit —f - | |

A.‘ | .Well, I'm assumiqg:you'féftélking about‘then
is' the difficglty in getting.the'prqratién uni£ chahged?

0 o Yes. |

.A' - ~Gi.‘h‘ere'svs,cé'rtaiplygbi’ng,-to*bé some diffi-
culty,{:Tﬁé éoutheast quarter, whidh.%ds receﬁtiy chaﬁged;
it is'méntiQned in prioi:testimony; invoived’the common ihf
terest, cdmmpﬁ mineral ihtéreét, aﬁd‘thére;Waé.nq differéﬁbés

in changing from a south half to a west half and::eastizhalfron

but thé:ZjFB—2;’.Thié case is‘hot the saﬁé{ it's unique in.

thaE fhe weét‘half;and east half1d04havew§afying'minéralﬁinf
téfesté. They‘are?not £he.saﬁé. ’Yéu*arecgoing t§ have some
préblems resol;ing that.énd §oﬁ gtetgdin§*tp.héVélpébpieﬁwho

|

are.ndw_éettle& in their_positién‘and they don t want to

0 - IfC & K's applicatibnfis=denied and Texaco'ls

hearing_on‘Dédgmber}l6£h is(granted,‘iS'TeXacQ,prepared to

B




10

11

12
13
14
15
16
17

18

19

20

21

22

23

L QWé'll éét more .information when this well is drilled. I

25

.ful, would Texaco be prepared to thereafter within a reason-—

| well?

well at'£hisn£ime on the west half, the reason being that

. don't think;it*wbuld{be alréasonably prudeﬁt operator who would

94

1932?
VA 'y. g ﬁeli; -
0  f'1; Lécated ét the designated 1ocati§n §i£h the
eéét haif:ofvthe southwest Quérter ;T o |
A L Yeé,rfhaé has beénhmadepélear —f
V_Q - --.dedicated. to it?_;
A. R Texaco wéuld ihdeed afill the well 1980-

from the west, 660 ﬁrom the<sogth, the pfésent location, in
other words} if the proration unit is désignated the east
half béfére the end of thé'calendar year;:they could Spud.
Q. A~>.  Has Yates agreed .to jbianQu in’this?
AA'. Yes,‘Yates has"Verbally‘cémmittedYthemSeivesA
to join us in' this particular venture. |

0 | And if the drilling df‘this well is success~

able time commence the driiling of an additionaloffset well

with the west half of the southwest guarter dedicated to that

- A ) I'm assuming'—— you mean after 166king and
taking an éducated look at the information we gather from

this well? I don't know:if Texaco would commit to another
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‘be a good locétion, that we want that west half location pro- |

‘indicates that it wouldn't be prudent;tg?drill an,offée£~well

~pared by you or under your supervision?

95
sayAnow;véonsidéring the risks invoived,‘that‘ﬁe would want
to.dfill a'weliloh the West»half yeﬁ,fbﬁt it'éféomekhingbwe'd
want #o keep asAa viable‘op£ion, that_ifvthié Wéil does - indeed

and we get the informatioh that wélfhink tells us this will

tected so that we can drill it if we Wanﬁfto;féo that some-
body -can drill it.

0 And assuming that this doésh't'comé in,and

obVioﬁsly management wouldn't care to —-- well}‘you don't know
that ---
A T 'i'm not,suré on thét,oné.‘-

0. _!  Okay. = Were Exhibits OnéAthropgh'Fqur pre- .

. A - | ,fes, they Were.
| Mé. LOPEZ: At this time I'd like to offer
Texaco's E%ﬁibits One thrbugh,Fouf;A. :
‘MR.vRAMEY;"Téxécb Exhibits One'through,
Four will be admitted.-v. | )

Any_questioné:of the witness?

CROSS EXAMINATION

BY MR.. KELLAHIN: .

Q‘ - '5Mr.:Bryla, -
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~ecation if it would result in an increase in Texaco's interest,

tion we'do;Waht”to~protect, and indeed our interests are di-

‘luted going to the west half, and it's something that is to

o
‘Texaco's interest is reduced by 6 percent?
‘interést,,the>thing -~ you could go and argue'from the stand-

‘want to‘go*éhead and keep it on the east"half,.if'yOU like:

zzll?dAﬁybbay in théir"riéht4mind<would consider that as a viable,

25

06
‘A " Yes.

0 WOuld'Texaboubé 6bjecting to C & K's appli-

as;qppoéed to a decrease?

f A ',  " Thét would.depend on the second locafion
well agéin,:I See_what‘&ou're‘getting>a£ and I will grantly6ﬁ ‘
that as a mattéf‘bfeéoﬁomics it is certaiﬁly:éomething to
bear iﬂ mind. 'Bu£ thatlis notfthé case in this case.

 The case here is that ﬁe~have an offset locaj

be coﬁsideréd},but what you're speculating now is not the
case.

0. .' '3 Are you telling me it doesn't matter that

A. ' It certainly matters as a business decision,
as everybody here has indicated, both sides. ' The primary
poiht'right'offjthe bat, as a business decision that you'd

logical thing to ioﬁk'at, but‘iﬁ addition to that, we do

'haveggeoloéical.ﬁétter which will be presented after my pre-

S -

sentation;:which té‘us indicateé that there should be a pPro-

.y
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if your interest was increased; because it's being decreased

unit?-

haven't considered that at all.

'beinﬁpcalledlas a,wiﬁnesé andAbeing duly'sworn upon his oath,|”

 £estifiédaas'féllows} td—wit:

Q- - Are you telling me that you would join:C & K
by. 6 pefqentryou want to orient it to the east hélf_pforation

A E I'm afraid yoﬁ're_§oingAto have‘té.say that
ailittlé clearer;‘ IFm ﬁdt féllowing.yéﬁr:logié exactly, or
somethihgil | | | |

‘If our;intereét were to iﬁcreaséjby laying
aﬁ;outh:haif, in other Qordék WOuIa>it méke’a différence to
ﬁs and wefd.tﬁepAgo'along‘with.a séuth half proration unit?

.Q"T | .That's what I‘asked. |

A | vThat.ié not sbmething we've considered at

this point bécause‘that is not the case at this time. We

‘MR. KELLAHIN: I have no further questions.
MR. RAMEY:_ Any,bther guestions of the wit-
ness? He may be excused.

MR. LOPEZ: Call Mr. Horvath.

- EDWARD HORVATH
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DIRECT EXAMINAfION
' BY MR..LOPEZ:
'Q: o Would you please State your name and where
‘~you reside?
‘A - .-My name is Ed Horvéth.‘ I résidé iﬁ Midland,

Texas;,employéavby Texaco. I'm a deVélpbﬁent-§golOgist.
‘Q ]  Mr.'Horvath,:ar¢ you‘faﬁiiiar with‘the sub—.ﬂ
ject métter,of fhese two cases beﬁéretthe Commission today?: I
. | Yes( i,ém. |
o HaQe you pré%idusly'ﬁestifiéd>béfbre the

Commission and had your qualificatiohs as a petroléum geolo—

gist accepted and made a matter df»record?

A 4 Yes, I have.

MR. LQPEZ: " Is the:witness considered qual-=

ified?

MR. RAMEY: Yes,vhe is, if he'll spell his
last name, please.
A ' H-O-R-V-A-T-H.

Q0 ' Mr. Horvath}il'd'ask'you to refer to what's

 been marked as Exhibit Numbex Five'andgidentify it, please.

A ‘Exhibit Number Five is a structural map con-{

Qﬁbﬁred'on top .of the Strawn lime. It shows production to

the_left} or to the west, from the'Lovingﬁon East Penn Field

andfto the‘righf?'fo the éaé%} from_the'Caséy4Strawn Field.

Ly
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The contour,intérval is .100 feetQ The scale of tﬁe map is
one inch equals 2000 feet. The.contoursistart from the left,
to the wést, at -7100, dipping to the northeast on a struc-
tural nbsing‘going across the Casey+Strawn Field down to a
-7600. | |

Wells that have producedifrom the Strawn are

shown in red. The wells that have behetféted the Strawn but

are no£ pfoducipg from the_StraWQ are ihdiéated bY'bl;ck ar-
rovs. |

The red ;ines which go across there, as YOu
can see; indicate a pathway.or"a fairwayjof-borosity‘from the
Lovingfbn Easf Penn Field toAthe Casey—Stfawn Field; as de-
signatéd, porous:carbonate Within it, nbn;porous carbonate
outside of it, so this is.a zZone or é pathway.of porqsity.

The lines of Cross(secfibn, there are three
that I have shown on here, they'll be shown as exhibits

coming up; Line.A-A' shown in this pink'f* well, let's call

it;a,piﬁk tapé on this one, starts from the southWest,'pro—

‘gressing across to the east. B-B'" starts from the northwest,

cuts across the Casey-Strawn and goes to the southeast.

cc! is'thé-one«in;green tape going across from west to

east.

b4

o "'NOW‘I'd”ask'you to refer to what's been

marked as Exhibit Number six and ask you to identify it.
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this is a large one. Now which iS'thé‘beét way to show this?

spread this out so I can look at it..

of the Strawn has.been shown .going across this -direction.

fgo.acrdss_a‘location that we*reéently drilled, the Texaco
'Nou'liLéé'Cartér;Aénd we come into three wells to the east
.which are-completed in the Casey-Strawn Field.

.Perfotéfioﬁé;aré'§hown'in{ré@;; The upper zone of porosity,

in these three wells. It comeshac;bss the well, which during

100
A, Six. Exhibit Six is a cross section A-A',
that you héve,just looked at on the.previous one,bwhich is

the cross section'from the southwest across to the east, and

Q‘ I guess. everybody -can unfold it there;; 

A - : I myself will have to have some place to“

HOW about spfeading itfd0wnfthié way? Can
ybu read it 1ike'that?
0 ~ Yeah, thét;s fine.
A 1 o Qkay.; fhis i; a»structﬁraljcross sectiqn'on
top of the Stféwﬂ lime54Thé'V§rtiéal'écéle,Aasvyou can see
here; is one inch:is géuél té_SO feéf.; Thé‘hqrizontai scale

is one inch equal to 200 feet. The datum is =-7300. The top

Again¥wé‘start off with a well that - a dry hole;,which is

tight, tolthé,Southwest-by the LoQingtOn East Penn Field,

<. ."'DST's have been sHéwn colored in green.

which is;coloréd in red, this is the zone which is producing|.
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tempted, the packer failed, but'wé did recover oil and oil and

"the cross section across it.

'be shown by lodking dowr into the corner.

24
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drilliné operation they~had a drilling break. A DST was at-

gas cut qu. This would look iike a good zoné.

A lower zone in which we‘alsq had porosity
whigh was not tested, but this lower zone; which then comes
dowﬁ acrpss.to the next wéllv which perfbratéd and swabbed
watér,vénd we see it going up on the east.

| So‘there are two zones I shdw compared to
the previous discussion of three zones.

| Again there's a littlevﬁap down into’ the

corner and Iféhow'the areal distribution of the two zones.

The red shows the pper zone of porosity and the blﬁe~zone

shows the lower zone of pdrosity, an areal distribution with

The next cross -section --
Q Which has beén marked as”Exhibit.Nﬁmber
SeVeq7
A 2 This again is a'structural cross section
with a datum éf:—73QO feet. It is a_northwest and southeast
ér;ss'sgction going across ﬁﬁe Caéey—Strawn Fieid. It has

been shownuby this red tape on the first exhibit or it can

;_Thé,Strawn,‘tbp of the Strawn lime has been

piéked and is shown as we go across through here. The verti-
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.cal and of course the horizontal scale are the same as on the

»a,dry'hole in the Strawn,,no'DST'sfand aﬁtight lime ‘outside

upper zone which is producing, which has been colored in red.

11,400,

'"caiiﬁerﬂéidéqtﬁeré{s a’ huge ‘washout. A DST across.that zone

102

previous_exhibit.»

" We start off with this Burton Well, which is

the zone of borosity. We go to the C &AK:Shipp 23-A-1, which|
was diSCussed:previOusly, which had porosity but was water

bearing. . We comé to two wells in the Casey—StraWn which had

Again‘bST“s éré shoWnuinigreen;"PerfOrétions are shown in
red. . |
‘Wé go to'two,othé# wells which are hot com-
pleted in the.StraWn. |
This is a very intereéting well. In fact,
it showed tﬁé:zone of'pdrésity'dowh arouhd, a little u§ above
igg- : :  »quld'yqﬁ piease idéntifjAthe:%eil2
%?iiA | . i} The?;§ﬁe5ofjthe well is the Meéa Knowles No.
7{Uni£ufwhich ;é-a d;y:hole,.as shoanCnﬁ?uf mép, line of_
ctoé; é%éti§p? |

There is a zone -of porosity shown but on the

& R
7.

récovered no fluid, no oil, no water, so evidently it is a
washout and ndt true porosity. So therefpr,_based on that,

1'd want €6 continde that uPpé;“ioﬁefoﬁ porosity down to. that
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well.
As previously discussed, on the C & K. Shipp

No. I in Section 28, that zone of porosity I do not believe

" belongs there because of a washout, huge washout onh the cali-

per. Pfeviously it was called a éermeab;iity barrier. I'd
say it;s ailoss of poroéify.
Thérefor, my.zone goes ffom this well to
this wéll; there's énly ptoduction igom these two wells.
Thé lo%er zone wés.perforétea and‘tested
water in this bne; tested water in this one.
o ”When.you'say this one, Ydu'ré éoing'to haﬁe'
to idéﬁtifylthe wells.
A 'Okay, we testeq~water iﬂfthefc & K Shipp 28-
1, the C & K éhipp 34—A“No..l;lboth hévé Qateffinfo itﬁﬂ |

So there's two zones again, upper zone in
. > zones again, upper zone i

'red, the lower zone 'in blue.

. ;:Again,wﬁhe éreéi‘dis££ib;tioﬁ; the little
mapsyin‘fhe_cof£ef,;show_wheré thé upperAzonerf porOSity is
aha-wheréjthe;léwerazohe of porosity is.

.WQ fas ;;'dkay.'iQwaIld ask you té refer to what hés
beeniméfkeq;ExhibitANumber Eight and ask you to idéﬁtify thisl.

'y

A. Okay, Exhibit Numbe;‘Eight again is a strucH

. tural cross section. It's an east/west cross section prim-

arily in two previous wells which did not,complete.in the
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© Strawn. They tied in a new well, which is the Shipp 27-A No.

“the connection with the top of'the Strawn. DST's are .shown .

10- |

the Shipp 27-A No. 1.

Areflected_in the»crossUsection exhibits, havevyou,formed~an

- rule out the west portion of it, so there would be a line as
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1 to the north of our proposed location and back into the
discovery well, the Shipp 27 No. 1.

Again this shows a datum. of -7300. It shows

in green; perfdrations are shown in red. Again theé upper zoné
comes in through here, completed. The blue zone, the lowerxr
zone as we've seen before in the Shipp.28 No. 1, and also.it.

is this .lower zone which has the fldid into it, which is in

Again the areal distribution isAshOWn. The
red shows the'upper zone of'éorbsity; the blue shows the lower
zone of porosity.

0 o 'In your analysis of;theAlogs Of'the»ﬁells

opinionfas to whether or not there dre recoverable reserves
underlying the}horth half of the SOUthwest quarter of Section
272

A ‘In the north half we could probably rule

ouf-whéré that No. 1-A was drilled, which was water bearing,
which-probably énly occupies:ZO'acres. That is the most I

can take out is that 20-acre portioﬁ of it.

I may continue my line across, also, to
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"of the north half are prbbably.unproductive and 40 acres are

one as proposed by C &uKﬂ

l—é, that all thaﬁVWou;d'be drained would be the east portion
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shown'bp my-préVib#s.maps'that_would gé across the northern
pa%t of it, but. not rule’ouﬂzthe‘whoie‘80 acres.

~ Q o ~ So is it-your opiﬁibn that -- that 40 acres
PQ?Sibl? proauétive?

A Yes, thét ié”my opinion;

‘Q- | Is it.your';pinibn thaﬁ-aenial of C & K's
appliéaﬁ}on'in‘case 7730.ana‘£hefgranting of TexacoVé-éase."
5762 ig.in the intérest of-the preyention of wasté and the 
protectionrbf'correiative rights?‘.

A ' Gran£iﬁg to‘Texaco,vyes,'by giving us two

possibié locations in there for drilling compared to only

¥Q'*j’:f And why would the factor of having the abi-
1ity'£0gdrill-tWo‘wéllsgrather.than one be in the interest
of?prevéntion of waste and protection of correlative rights?

A .G 7 I believe by drilling that one location,

The -- as shown on my structural map, it
comes in higher structurally to the southwest, so therefor
you would have to drill a well over into the southwest cornexy

or otherwise you could not drain by”drilling that one well.

Q0 ‘ Would it also preclude the drilling of -- if
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ﬁhe.ﬁrofétion'uhit was oriented.as C»& K‘ié reqﬁesting, a
lie down unit, would, in{yourjbpinion, a ptudenﬁ‘opératpr be
ipclipéd:to drill_a~Well-in the nérth;half at an orthodox
iocation?.
L | No,'a’prﬁdent'opera§of Wogla’not.driil.in
the nd£§h héif.

IfQi.'_‘ Is it~your'opiﬁiQn.£hat‘the failure to do
lso_woﬁld.reéuit in thefinability td,dréih,whateve: reéeryes,
YOu testimony; I'beiievé,_40‘dérés wofthJQf reéerves ih the
north'héif_df thatiquartef seéEiOpéﬁ‘ |

A Willfypuistéte that again? Byfdrilling -

o Would a prudent operator be precluded from

~drillingAa-welI at an orthodox location in the north half,

'inﬂyour;opinion,?therebyidenying him == or denying the
'mihéralQOWnefSéthe'recovery of 40 acrés worth of reserves in
Ehatyﬁorthe;nfh&lf?

... "I believe if a well could be drilled in the

- .mical..

-0 ‘ I would like yoh-to*refer to. C & K's Exhi-

‘bit Number Eléven and from -- ask .if you agree with the con-

. tour map as reflected thereon?

. A The well that they show on here, of course

they have no informatioh onto.it, but in Section 33 our Leée
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Carter‘wéll,Lwhibh is shéWn“haé aiCifclé)‘wﬁiéh woula be; 
660 from the east line ané,l§SO from’the'north line, shows an
Isopach, i bélieve'this ié an Isépgch of. zero 6ﬁ‘he;e,'andithi
is notitrﬁe. .This is er;onébﬁs ihformatiqn. -Méybe iﬁ was |
interpreted;that,wéy,becau;é quinférmation was available, 
but'this.is hb#;ﬁrue intérprétaﬁiéﬁ;'
g - T-Well}.ﬁhét is‘Ehéncérredﬁziﬁféfmatién,~if
a&ailable,vsihCeAIgguessn?ou{had_workea thé wéll inuéuestioh?
A "-,Lboking“qpiékly.éﬁ #he log dptp it, there
w?uld be 18 fget,.i@'féet,4ldffééﬁ; fiven£éé£; éo it Qould
berl8h 28, 38f.42,:almost 49 feet bf:porogity cdmpared to zerd
as éhowﬁ; | | |
MR. RAMEY: Which well_v‘.is.'that?.’.,
A x ﬂifThatiis,a recenthQll_bf ogrs,>thg.Lee Carter
Ié'iS»iﬁ ééct;6p éB;VCGO;frOﬁ the éaét lihé and l980ifrom the |
'néféhiiiné. Aén!tﬁi§'ékhibi£ it's shown as a'littie circle
in @hgéé, | o |
T T e L - -
0 - © ‘Now, the éxhibitﬂyou'rgvrefe:ring~tb is
C & K's Exhibit?Nﬁmber Eleven, I pelievé. |
A ”,m- The£é's,no nﬁmber'éo I don't know.
0. | , ‘SbAthé record;réflecfs-that éorrect‘idénti—
ficaﬁion.'
| Were Exhibits.Fivé thrquh Eight preparea by

you or under -your supervision?
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Ayh “,. Yes, they Qere.
MR LOPEZ At thlS time I'd llke to offeri
Texeco{etEXhibits Five through Elght

: MR, RAMEY;-'TexacQ~Exhibits Five through

‘Eight will be admitted.

Any questions?.

MR; KELLAHIN:- Yes, Mr. Chairmen;

CROSS EXAMINATION
BY MR. KELLAHIN:

o e Mr. Horvath, do any‘foyour three cross secJ

:tioﬁ$;Show’e log of’the’Texaco weil'thatryou've recently

drilled in Section 332

B W -:”ﬁo, there is a créss‘section with the pro-

:jected p01nts on 1t but thls Cross sectlon was prepared

prlor to the logglng of tﬂat wel ’ whlch would be A- A'

o o

You see I- have ‘a DST shown on there and I

o

shbwedﬂtwo zohes of‘poresity, at least,,en there. That was
the best infermation I had atfthe'time of_prepering this
crossjsectioh. | |

Q. » Yoh said that there were 1¢g iqdications’of
about 49ifeet of porosity?

A | ~ Porosity, yes.

'”Q. o Did you'comﬁlete this éS‘a producing well?
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A . We are probably completing it now. As of

'flast‘Eriday;probably éasingjwas being set and, yes, ‘this will

.-be completed ih.thisL

@ ¢ = Vhen you sanyOU're running casing, do you
know whether -0r not it's an'economié*wéll‘atithis point?

A - - It should be.. it‘came‘in structurally high

 to everything around it.

fQ »jﬂ But tbere've been pofpofentials takgn on
{AA"; ‘No, welhad élDéT,fﬁhoﬁéﬂ; up above, which
indicated oil. B | |
:d K wl .Dé you‘havé a log'bh tﬁgt well;that I might
éeeé;" | | g 4 |
' J‘Ag ;w;@ Efes;fl do; I hav?fa,—fgj

0 zf" 'Mr..Horvath,'do you‘havé a-copy of C & K's

"“ExhibiﬁﬂNdmber Eléﬁeh tha£ﬁy6u7weré justhtalking_about?

)ﬁ1:5  ;* - Yes, I‘dé, is,£his whéénif says, tdtali
Lower StraWn pr@éitf;'l'm assuminglﬁhiéfié the same-thiﬁg
we were lookiﬁg at?

'_;Q‘ :- Now‘thi;fwasign effoftiﬁy'Mr;7MosIey to
ghgw thé‘LoWer Strawn porosity: 1Wh¢fé aré.yOU piqking the
porosity? 'Atvwhat depths in-y@UrdWé;l,QMf, Horvath?

A Compared -to:my line of cross section or com-

pared to what happens on the log?
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0 -  1Well, where it occurs on a'log.
o ': If?YOu>T} weli;'I:don't have‘a iog_ih front
of me again. Go:backfto your ériginal éﬁestiqn again. *
.Q ;'11 Yes,fsir; you've iﬁdicatéd éértain, at - least

four intervals of porosity.

A. - Porésit?, yes. -

Lg " 18, 14,.5, and 10.
A Yes.

.Q‘ | 1'd like you té show usrqh.one.of your logs

'exactly whefe yoﬁ!ve pibked that‘pbrosity.

A . Qh~my_§ross:§éctign or on é'ldg?
.*Q  R,.f _Whereﬁe; itiwi}l ;how the dgﬁthé of them.
A -1, fﬁ Wéll& you'rngoinéito’haveléé iookiat the
igg‘with>mé; .i;qﬁiQHhave oné set, which ybﬁ have completely;;
| ; MR. LOPEZ: Maybe'we.éhould mark this Exhibil
ﬁihe—é.}, | 3 |

A .- ¢ This is one 'log that we have. Let's see,

~ what's the best way to do this? -

0 T £hihk_we can mékefitjréal easy-if we could
just staﬁp igjafter you testify.
o okay.’ |
}Q S 'Ana.if you'll take a moment ﬁéw ana use a

pen and- simply circle-or indicate in whatever fashion. you

. like, those areas where you have picked porosity. -




10
u
12
3
4
15

16

17
18
19

20

21

22

23

24

25

';1v11-
 A "'Qkay.
.Q  : ,All right) eiré
A : All~right. boeiou‘bavetfhe oeherulqg also?
o ,AYeS".: ; | |
A ' ETﬁank YOu.

'MR. LOPEZ: So the Commission could see it,
tqb.

A ' The,top'of the Strawn came'in prefty close

Ntouwhat-I have on that structure map. I think it camé in
about 20 feet lower compared to thefstrueture map I submitted

'aﬁ.the == our.firsfieXhibit.

. The zones of porosity that we see up hear -
thé top portibn;jgeing down through ~- there's a zone . of porof

Sity'hefe} oﬁe.ﬁhroughvhere, one,ﬁhrough here, and there's .

CELL

"31s0 a lower oné dbwh'tﬁrough'this portion of it.

. The DST that was taken only covered the up-

. permost portion of it.

fQ ) All‘riéht, Mr:.Horvafh, if you;a return to
your seat, let mevask YOu soﬁe‘ﬁueeéiees. |

A okay.

Q‘ . Look at C & VYS‘pdfoeity Isopach in”Seetion
33 and if you '11 find the locatloe of the. Texaco well just

to the South of the Texaco well Mr. Mosley has drawn a zero

éontour line.
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A Yes.
Q' . - Do you find that? .
.A A Yes, I do.‘
0 ' Just to'the north of that line, then, is
" what appears to be thel—— it's contoﬁred oﬁ 50 foot interValé

so the next line then is going td be at the 50-foot, all
right, sir? | B
| A N 10kéy.
nQ.*'; Now,'if we horor the porosity you've given
ﬁéfoftéome'49 féét}’the effect on ﬁhis-exhibit, is it not,‘is
tq-sim?iy takéithe 50-foot contour line and mo&e it .to the

south and to the west?

A 7 Just open it up.
0 bli’dpens_it:up, does it ‘not?
- That's true, which is our original interpre-

tation ‘by showing the porosity coming over in this direction.

Q. All right, sir, and if you continue that

analysis on up to the south half of the southwest quarter,

it does notﬁing but improve the poteﬂtial for porosity in
the southweét of the southwest of that section, does it not?
| A | That's true.
0. All right, si?. All right.
Now, in looking at each of your croés sec-

tions‘here,‘you have drawn in the left corner of each of then




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

in one case in red and the other blue, what you believe to

- Lower Strawn;A

the uppér porosity gﬁd ibe lower‘porosity, that in each in-

you would recommend be drilled.
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be the extent of porosity both in the Upper Strawn and in the

A ' Let's call it Strawn'porosity but an upper

zone and a lower zone.

Q. .. Upper porosity zone:and loWer porosity zone;
(A Right.
0. And it‘would.appear from a quick glance of =1

Qf“yourjshaaing that on each of those cross sections for both

stance the éouﬁh ﬁaif of tﬁé soﬁthwest quarter of Section 27
appears”#éAﬁaye:morenporosity potential than,wépld<th9.north
half of thét qﬁ;fter secﬁion, |

’A o '\fhét is true.

 9.’ ';. . In. addition you.tola:me that as a piﬁdent‘
operatof you could not recommend,td fexaco that there was

an§ location in the north half of the southweét guarter that

A N Ecénomical well;

Q. All right, sir; that's all we're interested
in drilling, I hbée.

A That is true. You can drill a well and make|
a well but not economically.

Q. All right.
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A ~ All right.

e Now, if all those things are true, then, Mr.

Horvath, the only thing'aCcomplished by orienting the pro-

ration?unit so that there's an east half of the southwest and

a west half of the southweét”—-

A o Yeé.

o - == would be to give Texaco_crédit for non-
Qroduqfng'aéreage in the proration unit. |

‘A | : i Yourwoﬁld have th'gnits‘which may be appro-|
xiﬁatélyl60:ac£25, but then you notice that a similar thing
h;ppened:down wheré‘the Mesa wells have been drilled. You -

have a producing well and you have ‘a dry‘holé'within the same

' 80-acre proration unit. This 'is not the first time that has

océﬁriéd;‘h6WeVQr.,:A very similar situation.

0. | ' The basic stateﬁent I héve méde to you is
correct, isiit not, Mr. Horvath?:

. A . Gd baék to yoﬁr statement again.

Q. - All right, sir, I said a proration unit that

includes any portion of the north half of the southwest

.quarter) whether, in particular regard, the east half of the

southwest quarter, you are going'to dedicate to it acreage
which you know is nonproductive.

A It .can have oil in it, though. I didn't.

sayAnotfbe productive. 'T said it will have o0il in it.




10

11

12

13

14

- 15

16

17

18

19
20
21

22

23

24

25

7wnor£heést'of ﬁhé;sduthwest with & dry hole in it -

~out, that shows that there is Some portion of the south half
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Q. - You said that there waé a potential for con-
démﬁing‘20 acres. |
A vBecausé of theé . dry halé( yes, in the north-
east of the southwest.
0. And if weé orient théf_édsit‘s'a soutﬁ half

of'the,éouthwest quarter, then I don't see any of:your-exhibits
that show me.ﬁhat any portion of the south half,of'£he soﬁth_‘-
west Qﬁéxter.ié'going to nonérdductivé.~
{iA‘ .“i;Say«fhat again, "how, i’got lost-sdmewheré in
fhat st$tementﬁ”

S0 . You told me that there's a portion of the

, A - ~Uh~-huh.
0. o .‘—4 thét's not going to be p;odgctive -
A Uhuhuh; bedause’of the dry hole.
VQ It's condemﬁed by thé.dfyhhoié.
| n | Dry hole, that's true.A>
0 . All right, sir. And in iéokiné at your ex-

hibits, I don't see anything'here; unless you can point it
of the southwest quarter that is going to.be condemned. You

A " I condemned 20 in the northeast and con-

demned 20 out of, say, northwest out of the southwest.
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@ 2 0. All right, sir_,t what portion of the SOuth—_
3 | west of the southeast -- I'm sorry, southwest of the seuth—
4 west, or.of,the sdutheastwof the sbuthWeSt?
5 : oA ..i;'ﬁave I condemhed? :
‘6_ h A- 0. .—ZYes;
7 ‘ " A - .~Nething.
8| o :;i,Ail,right, sir..
9. g ».$§ - zuBut:IFﬁ:showiﬁgvthet there's a structuralﬁ
,10 i adVantege by goihg?te the‘sohthi—; to.thebwest;gyou cannot

11 draln it by laylng your 80 down.

1% L ) -Q 'f . | All rlght you re telllnghme they'ought to'
13 "move the’lecatlon farther to the west 3
14 ﬁ:i»'rktvﬁ.?. Or drlll two dlfferent wells | Drill"the:'
15 well that you have now; based on that'lnformatlon leave your—
16 self open and be able to drlll a weil in. the southwest of the
171 southwest; don't.condemn it at this time}-v |
18' | 0 | Hewehyou made any calcﬁlations:er studies
19 | with regerds to-the dreihage petterns‘in,ahg of the&welis -
20 - .A ‘ o rNo! that's not -- thatis out of my»fieldg'w
21 That's under engineering, h

22 o Q. - . fhat‘svan engineerihgfpreblemh'is it:het?'
23 coon ; 5Yes, it is. |

24 B _Qr~.v : Al; right, sir. .There.are a quple.efiex—

25 ‘amples of .this, Mr. Horvath, but let's take Exhibit Number




2 Seﬁen, and.looking'at‘yo#£ blqe drawipgiofﬂthellQW¢f;porosity,
3 thefdry?hoie in’ the noftheast of thé'southWeSt quartér';—
4 Av.‘-A _quks ;ike T may have to aléo bevldékihg
5 because I -do not héﬁe ——4‘ | |
‘6 ( o Q‘ . All right, sirl
K o A r okay. Yes.
8 | f ;? ;1.9;.»: s7££'s:£ﬂé.d£y the wé;yevbeen talkiﬁg ;bout.
9 | 'ﬁ”'j ;A, : .i vOn thé iine of cross section yéu'il notiéé
10 | tﬁatiﬁﬁe;é isﬁpqrpéf%y.. It tested wéter bﬁt'of:fﬁat lower
L} | p&ftién bf'if. R | |
12 : D e d‘.“ f;'ThaE's:Why §;u:ﬁonorea it on’yoﬁr map —-
@ v 13 - A L fT}ia‘t"s right ,'i that 1s true. |
| 14 | .' f.Q‘ .. . -=to show péroSity;l.All right.‘
15 . lAui | That is true. Tﬂét!is»a true gtétemeﬁt.'
16 A'{ .y'Q ‘ Alliright; In édditiqn_l beiie&e yQur map
17 showg.tﬁaf the'welirih-28 out of the sOuﬁheast quartér.—— o
18. . : A‘ Thevmést feceﬁ%’Well;:yés:' |
19 _: Q- Yéé, sir. ‘Séme‘of'thqge §ou héve honofed,'
20 |- i'be;ieve, with porosity‘Valhes dn yoUrvmép;
21‘ A .‘ The lower zone,»yésf.witﬁ pofasity}"bUt'the
2 upper, ho, becauée:of thatiwashéuf on that caliper side. I
23 |- éaid'thaﬁ is not alfrue zone of poroéitg.
@ﬂ. 24 o  '-. Neitherrone of‘those'wel}sAhas producedvfrén
25 éhoSe'anes, ﬁave tﬁey?'
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A  i _7 No, it's a waﬁeryﬁeafiﬁg,area.
0. sb'Q-. -
A But.thére is'avposéibility as you go to the

west itywill'beéome productivé;
Q. -7 So the indication of porosity doesn't neces-

it

;Safily‘indibatevproddctivity, does it? -

PR

RS ¥ :1' ".Not in this area but over further where our’

well is, there's aigood possibility.' All right?

oy

MR. KELLAHIN: I have nothing further.

.-giMB.iﬁAMEYi fAnyfother questions? He may

- be excused. -

MR. LOPEZ: I'd call now -Mr. Woliver.

 JEFF M. WOLIVER
being called as a'witness_ahd béing duly sworn upon his oath,

testified as follows, to-wits:

DIRECT EXAMINATION
BY MR. LOPEZ:

0 Would you piéase~étateUYéur name and where .

~ you reside?

A ' Yes, my name is Jeffrey M. Woliver and I
reside in Midland, Texas.

0 - By whom are you empldyed and. in what capa-
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city?
A ’ I'm eméloyed.bijexaco, Incorpérated as the
Midland Division Operations Engineer.
| 0. ] ;‘“ Arevyou familiar witthhe application in
. Cases 77 30 ajmd 77627
| . A | K Yes, Iﬂam.
: . :Q A  ; Have‘you previously testified before this

~ petroleum engineer, accepted.as’ a matter of record?

- fied?

119

Commission and had your qualifications as a reservoir engineer,

A Yes, I have.

'MR. LOPEZ: Is the witness considered quali-

MR. RAMEY: He is considered qualifiéd.

0 | Mr. Woliver, I would -ask you~to_refer tb
what has been marked as Texaco's Exhiﬁit Nuﬁber Nine and ask
you to identify it.

A - Yes, sir. Texaco's Exnhibit ﬁumber Nine is
a generalAarea map of the Casey-Strawn Field. As shown on
thé'map,vthe wells that produce from the Strawn are indicated
by the shaded in circles. |

In the margins on this map I have a number
schemé'that'l would like to expléin: .Tﬁat;the firsp number

in the top is the barrels of 0il per day produced from this

respective well; the second numberlisAthe barrels of water
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2 ‘produced,per'day, and the lasr;humberbbeing the GOR for the

3 well.

4 : ;: ) - InAthe“denominator;'or in_theAbottom'of uhe

S| 'eoheme,‘ﬁe.heue:the,oumulative production through 1981, and

6 FherAie:presehrea iniﬁhoueande}of‘berreie of oil.

7 | ”'.-::irAn‘ ,;fThefiaet numberfie'what Iﬁhavevdetermihed to
.8 ‘4bé;the?uiuimatejreoo&ery from>each-respective'well,1ehd it

9 is again breéented'in thousands of barrels of oil.

10 |- 3’j'i'i, T Itd 1iFe to point ‘out on this exhihit'that”
11'- thegoffsettingfwelle to the subject locdtion, that is the
12 vShlpp 27 No. l'and the Shipp 34—A¥I . have cumulative recoveriés

13 through 1981 of 349,000 and 224 OOO barrels, respectlvely.

14 Thelr ultlmatearecoverles I determlned_po_be on_the order of
15 500 000 barrels of oil. 'That léaves a remainino reserves of

16 | 157,000 barrels for the Shlpp 27 -1 and 271 ooo barrels for

17. . the Shlpp 34-A—l.

18 | - hb “'Looking at Ehosearemaining.reserveshlthe

19 | average of those tuo reserve. numbere,:remalnlng reserues foru
20 the two offsettlng wells, is 214 OOO barrels, which later on
21’ I will use in my opinion conservaruye;y-FQ,generate some

22 ‘economios aésoCiated with drrlringfa we;h%et‘the oroposed '

5 |- . , oo , _

location.

24 | 0. Okay. 1I'd nowAask:you-to’refer to_what'e'

25: ~ been merked as Exhibit Number Ten and eskfyOu'to explain it.
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A Yes, sir. Exhibit Number Ten is a cost esti-
mate of the cost to drill and complete the well in the Casey—

Strawn Field. I would like to mention, as Ms.. Lebow merntioned

earlier, the drilling,édéts have been reduced'subStantially
in-the ‘last seVéral months, and this is reflected in this
cost estimate.

The cost to -- the cost aésdciated with

Hdiiiliﬁgfandxcompietihg a Wéll}iﬁ.the Casey—StraWn Field we .

have estimated to be just under $l-ﬁillion.'

.g | An@ T believe YOu téétifiéd tha% ﬁhe reasdﬁ
forAth;s is that drilling éosts have'deqreased sﬁbstéﬁtigliy
in recent months.

| A Yes, sir, that is true. I think that Ms.
Lebow mentioned sbmething on tﬁe order of $£.3—miiiion. Our
original:estimate on some wofk,that we've done out there is
al§o on the order of Sl.3—milliq£,-bﬁ£ as the drilling acti-
Vity has slowed down, an bperator dogs nqglonéer h;ve to pay

in most instances move-in costs and the actual cost of

vdfillipg has been reduced substantially; in some cases ‘almost

half.
0 I think itis Ms. Lebow.
A. o I'm sorry, Ms. -- what did i'saY?
o . Lobo.

A . I'm sorry.

1
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gcohgmicg'théE I‘haVé generated after Federal iﬁcdﬁé,tax'for

'.ITVéaéstimatédvto:be fhe £ahgible*dfilliﬂQ'cosfS} the intan-:
..gible drilling costs, and then jthe reserves that I spoké to-

when I talked about my first exhibit of £h¢ averagé of tbe 

' barrel .and then the -- therefor the{associated‘gas'feserveé”

‘that the?proje¢t life_fof these reserves Will be on ﬁhe order

‘aof,Qver7$2—million; a present worth:indeX'o§'3;ll aﬁd a dis-
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0 L I;d_noﬁ ask you to‘féfer té wﬁat‘s:been‘
mé#ked EghibitLNumber'Eleveﬁnénd’idéﬁtify{that,.piease..
“.AAJTA‘ ”' Yes, sir. ‘EXhibit Number ﬁleveﬁ arensomeiﬂ

=

a.well étythe‘pﬁopésed locatioh;»»I‘vé_ih&icat§d heré what.

two" offsetting remaining reserves;LOffsetiing‘lelsJ reméihing
reserves of 214,000 barrels.
.lAI‘have conservativeiy'a$sumed ﬁhatvthe life-

time GOR'foria:weil>pﬁt there will be 1000 cubic feet per.

ends up being on the order of 214-million’ cubic feet.

From decline curve analysis I have determined

of. 24 years and plugging into'ouf-economics; the ‘economics
generated.frbm.these drilling costs and asSsociated reserves

¢

IESﬁ;ts;in a payout‘bfrZLll years},aJpreSent,Wbrth net profit

counted cash flow. rate of return of jﬁstﬁpyerf46 percent.
© These are good economics for a_wéll at this
depth and this is very much a>drillableAlocation.

0. " Now I believe, Mr. Woliver, you stated that |

+
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| ascertained from theé two direct offset wells.

agree with you or they wouldn't be proposing to drill the well

123
in your opinion as ‘a petroleum reser&oif ehgineer the estimate
bf2214{0b rec§y¢rabie barrels_of oil underiyinj_the proposed
io¢atipn°is conéérvativép | - |

'7A - . Yes, that is my .opinion.
vq' , ffl And tﬁe reason that youlbélieQe this esti;
matgttdvbela thse;vatiqe.on¢ isubecauSe of the information
,3:A e Yes, iﬁ'becomgs conservative becéuSe it as-
sumes any 0il prior to == prior'to how ﬁas been drained. In
other wofds,bwe're.just,looking at the remaining resefves
out there.

0. If, and I assume to some extent C & K must

at.thevlocation, ifvthings are as you represent them to be,
what 'is ybur opinion'abéut the reco&erable reserves uhdei an
of fset well drilled directly to the west of the proposed
location.with a west half sou£hWest qﬁar£e:vdedicated to»such
a well?

A. ’ Well, first bf‘all, i Would like to séy that
at this.time it-is ~-- I would not like to speculate to the
amoﬁnt of reserves that i could assign to a well in the west
hélf of;that.quarter séctionvuntii the drilling of the well .
in the_éast half, or at the proposed location.

Upon drilling the well at the.proposéd loca+ -
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'wells in the\aréavof,the.fieldh and‘maihtéined that production

similar to the wells out there, currently out there, then I

- able location, also.

a well down dip completely. I don't know how you can do
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tion, if it camé in as good or not even-as good as the other

would, have nofproblemvin recommending to my management that

we'ﬁeéd7to_dfill a*wéll to the west. So’'it would be a drill-

- o+

Ofrcourse7that iS‘based_on the proposed locar

tion, a well ‘at the proposed location, being -- coming in
relatively -- relatively good.
0 You heard Mr.VHbrvath's‘testimony. Do you

agree that a well drilled at-tﬁe propdsed location will_ha&e
diffiéultyAafainiﬁg reserves uﬁderlying‘the southwest of the
southwest in Seétion 272 |

A | Just a second, the soufhwest'of the south-

west, yes.

0 Why?
. A First of all, as Mr. Horvath has indicated
and shown in his -- in his structural interpretation, which

I believe the,geologist with C & K will agree, that you move
up dip as you move to the west of the proposed location. I,
persbnally,:db not know how you can drain oil up dip from

that;'and therefor; in my opinion a well in the  east half of

the subject quarter section cannot drain the area of the
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~west half -of that quarter Section if indeed,. to the extent

and it is a well that I have figured will -- it has currently
,,a haif a million barrels of bil, and it is directly offset

: thévdenial.of C & K's applicatioh in Case 7730 and the
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thap a’éegohd wellyéaﬁ;;if indeed tﬁe drilling of the pro-
p&sed‘ye;i givéé ;s an indicé£ioh tﬁét we do have”prbductivity
6v§r';ﬁiﬁha;,part.ofxthé'field. |

| | .I:wquld_likg.f- I wouldAlike fo point-out

that this is a strange field and very hard to say what's going

T

téfbé;é-gooailécatibn énd“what is‘ndt:going to be a. good loca:
tion; but I.ﬁhihk #here"s several examples where you -- it‘
gives you the indication: that you should_not'di§§ualify
acreage untii.you have drilled_a‘well-on thefe.

A perfect example is the C & K Pétroleum

34~A—2;f It is directly offset by a dry hole in the Strawn

put into the tanks 200,000 barrels of oil, and I figured the

ultimatg‘for that well on the order of a half -- just over

to a dry hole.

0 Is it your opinion that denying of -- -that

granting of.Texacofs application in Case Number 7762, is in
the interest of the prevention of waste and protection of .
correlative rights?

A. - Yes, it is.

0 - .‘Were Exhibits Nine through Eleven prepared
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e

by you or under your ‘supervision?

R k2

a

B f;ers} they were.

' _MR. LOPEZ: At this time I would like to

4

offer Texaco Exhibits Nine through Eleven.

5

§ .ﬁR;‘RAMﬁ§{F Exhibits Nine through Eleveh
will bé.aqm%tgquj_  | | |
| MR. LOPE%; I gueséfi might_aé'well also
offer Exhibit Nine-A. |
MR. RAMEY: ﬁxﬁibit Nipe;A, whatever condi-
ﬁion'itfs in, will be'admitted. | | |
| Any qﬁéétions.of:ﬁhe Wiﬁness3
MR. LOPEZ: I have no further questions.
MR. KEL#AHIN: ‘Mr;;wéiiver,'it pains-mé, but
I donftﬁhavé any questions. |
| ~ MR. RAMEY : fThe Witness.may be excused.
.ﬁé you have>anything'fﬁ£ther'in this case?.
Mg; LOPEZ: No, mr;4Raﬁey, |

'MR.‘RAMEY: Do you havé'stéfements.you want

" to make? Mr.‘wdliver, you may be excused.

- MR. LOPEZ: As the CommiSSiQn.is well aware,

it is delegated the. duty of administering the statutes for

the prevention of waste and the protection of correlative
rights.

I believe that the testimony here today has
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Qriéntatibn.of the south half laydown unit in the southwest

27,}that to alter”the,pforation units to stand-up eighties

‘rights'of the interest owners in the norﬁh haif quarter --
bvthe waste that‘wogld ensﬁe thefeffom in ordér to protect
AQf the southwest guarter of‘Seétion 27.

rthe Casey4Strawq Field is indeed'a'strange‘field? that thev

. from liedown to -stand-up; that there does indeed exist in
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amply demonstrated that if C & K's appiication is -- for an

quarter of Section’ 27 is granted, that because of the varying

mineraljiﬁtérest ownership in'the southwest quarter of Sectior

would virtually'be impossible.

I think tﬁé eyideﬁce has shown that there
is indeed existing.potentiél reservqir production underlying
ét leas£'a.§ubstantial portion of the north half of Section
27ﬁthat would not be drilled at a standard location if the
protatioh‘uﬁits were going in és laydowns:

Iithink,that it is clear from C & K's testi-

mony éhat they.feel compelled Fo'disregard the correlatiyé
norﬁh half 6f the southwest‘quarter; as well as diSregarding
their'qwn inﬁerests in the offsetting acreage ﬁo #he south
I'believe tﬁat £Hé evidence has shown ?hat
practiéé has been to reorient the 80r§c£e profation units

the section to the south an occasion that is quite'similarb

to the one at hand, where there is an 80-acre proration unit
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dedicated to auprpﬁﬁcing well where to the south of it 'in the
same prqration,unithhere exists a dry hole.

. -~ I believe that the Commission really has no

aléeéﬁative'but £5 keepvtﬁe éoor opéh‘for an offse£ well to
bé’driliéd bffééftiﬂg the proposed location.

fexaco has stated that it is ready, willing,
and‘able,,and Ya?es~has assﬁfed qs-the Commission should re-
ceive Writtéh assufances‘vefy shortiy, tﬁat £hey will'jqin in
the well that Texaco'wduld pfopdse to drill_at the proposed
location, éxcept that we'would deaicate the east half‘of the
southwest éuarter rather than the soutﬁ hélf.

Aside from that I can't amplify ﬁuch.on the
proposal présented_here todayf'

| MR. RAMEY: Thénk you, Mr. Lopez.

‘Mr. Kellahin?

MR. KELLAHIN: - MrQ‘Chaifman, at some'point
in the'afté:nbon éne of .the Téxaco-Witnesses said #hat Texa;
co's correlative'rights were going to be damaged if this was
oriented to the south half as oppéséd to £he east héif, and
I havg"waifédipatiently all dftérnqop to: find out.howafheir
cdrrélative riéhté were_goiné to be daméged, and I have yet
to hegr;iﬁ;

T think this is as éasy a case as you're

going to see. What Texaco wants us to do is to take acreage
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that‘they.admit fhat&they don't want to drill; that a>portion
“pf which is Condemned by a dry-hole}'that want us to take thaty
'acreage}‘that'ﬁoﬁﬁfoductive aEieage that's alreadybﬁéen con-

in the production derived from this wéllf

. sat patiently by all these years waiting‘for somebbdy to deve-

their interest doesn't change however you turn it, but I think
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defined, and assidn ‘it a value so that theéy can participate
I think that's. outrageous. Mr. Latham has

lop his acreage. The evidence of both géologists here sup-
port the proposition that the best acreage is in the south

half of the southwest quarter. It.doeénit matter to C & K,

it's évfunaaﬁental'error to takeAnOnproductiVe acreage;when
there is available proauctiVe acreaéeithat can be dedicated
to this well. o

AWe've éstablished for you that one well is
ceftainly capable, using the ﬁost'conservative values as an
engineer, to drain an 80—acre‘prorétion unit. If I understand
Texaéoﬂs position, they think we may be structurally low in
our locatibﬁ, That doesn't justify_puﬁting north half acﬁeage
into this proration unit. It mightirequife usAto come back
and drill a secoﬁd‘well in the south h;lf after we've cqmplet?d
the firét well; ‘Why shdﬁid-they have a bigger'share when all

they have to do is to give us acreage>that has already been

condemned? I believe the answer :i$ clear. They have nd_right,
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fheif“correiéﬁi%é fighﬁs are not damaged.
We ouéh£ td;be}allowed to drill the south
half and de@icaté}ﬁhat as.a érOration unit to this well.
| Thghk‘jou.
HR. RAMEY: ~Thank you, Mr. Kellahin.

Does anyone have anything further to add ‘in

If not, we'll take the case under advisement

and the hearing is adjourned.

(Hearing concluded.)
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