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STATE OF NEW MEXICO 
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IN THE MATTER OF THE HEARING 
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DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

APPLICATION OF MARATHON OIL 
COMPANY 

CASE NOS. 11,163 

(Consolidated) 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MICHAEL E. STOGNER, Hearing Examiner 

December 15th, 1994 ^ 

Santa Fe, New Mexico * 

This matter came on f o r hearing before the O i l 

Conservation D i v i s i o n on Thursday, December 15th, 1994, a t 

the New Mexico Energy, Minerals and Nat u r a l Resources 

Department, Porter H a l l , 2 040 South Pacheco, Santa Fe, New 

Mexico, before Steven T. Brenner, C e r t i f i e d Court Reporter 

No. 7 f o r the State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

11:37 a.m.: 

EXAMINER STOGNER: C a l l next cases, Number 11,163 

and 11,164. 

MR. CARROLL: A p p l i c a t i o n of Marathon O i l Company 

t o amend the s p e c i a l r u l e s and r e g u l a t i o n s f o r the Lea-

Devonian Pool, Lea County, New Mexico. 

A p p l i c a t i o n of Marathon O i l Company f o r an 

unorthodox o i l w e l l l o c a t i o n and simultaneous d e d i c a t i o n , 

Lea County, New Mexico. 

EXAMINER STOGNER: I ' l l c a l l f o r appearances i n 

both of these cases a t t h i s time. 

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n of 

the Santa Fe law f i r m of K e l l a h i n and K e l l a h i n , appearing 

i n a s s o c i a t i o n w i t h Mr. Dow Campbell, a Texas a t t o r n e y and 

house counsel f o r Marathon i n Midland. 

We're presenting Marathon's case through two 

t e c h n i c a l witnesses today. 

EXAMINER STOGNER: Are ther e any other 

appearances i n e i t h e r Case 11,163 or 11,164? 

Mr. K e l l a h i n , you may proceed. 

Oh, l e t ' s have the witnesses stand t o be sworn. 

(Thereupon, the witnesses were sworn.) 

MR. KELLAHIN: Mr. Examiner, our f i r s t witness i s 

A p r i l Parson. Ms. Parson i s a g e o l o g i s t w i t h Marathon. 

STEVEN T. BRENNER, CCR 
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She r e s i d e s i n Midland. 

APRIL PARSONS. 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

her oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Ms. Parson, f o r the record would you please s t a t e 

your name and occupation? 

A. A p r i l Parsons, I'm a g e o l o g i s t w i t h Marathon O i l . 

Q. Summarize f o r us your education, please. 

A. I received a bachelor of science degree i n 

geology i n 1984 from U n i v e r s i t y of Texas i n A r l i n g t o n , and 

also a master of science degree from the same school i n 

1990. 

Q. The a m p l i f i c a t i o n i n t h i s room doesn't e x i s t ; the 

microphones are f o r the cour t r e p o r t e r . So y o u ' l l have t o 

speak up. There's an i n c r e d i b l y i r r i t a t i n g hum, a t l e a s t 

from my p o s i t i o n i n here, so I'm going t o have t r o u b l e 

hearing you. So you're — 

A. Okay. 

Q. — going t o have t o r a i s e your voice. 

(Off the record) 

Q. (By Mr. K e l l a h i n ) Subsequent t o graduation, 

would you summarize f o r us your employment experience as a 

ge o l o g i s t ? 

STEVEN T. BRENNER, CCR 
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A. I worked f o r about a year between my 

undergraduate and graduate degrees f o r an independent i n 

Piano, and I've worked since 1990 f o r Marathon O i l , 

p r i m a r i l y i n i n t e r n a t i o n a l e x p l o r a t i o n i n Houston. And 

since August I've been located i n Midland, working Lea and 

Eddy Counties i n e x p l o i t a t i o n and e x p l o r a t i o n . 

Q. Have you made a geologic i n v e s t i g a t i o n of the 

geologic components and f a c t o r s i n what has been i d e n t i f i e d 

as t h e Lea-Devonian Pool? 

A. Yes, I have. 

Q. And based upon t h a t study, do you now have 

recommendations and conclusions f o r the Examiner? 

A. Yes, I do. 

MR. KELLAHIN: We tender Ms. Parson as an expert 

petroleum g e o l o g i s t . 

EXAMINER STOGNER: Ms. Parson i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Turn w i t h me, i f you w i l l , t o 

what i s marked as Marathon's E x h i b i t 1. Would you i d e n t i f y 

t h a t d i s p l a y f o r us? 

A. I t i s a s t r u c t u r e map of the top Devonian, which 

shows the o u t l i n e of the Lea u n i t i n yellow, and i t also 

shows i n red the o u t l i n e of the 3-D seismic survey which 

was conducted t h i s s p r i n g . 

Q. When we i d e n t i f y the Lea u n i t , t h a t u n i t boundary 

i s d i f f e r e n t from the Lea-Devonian Pool boundary, i s i t 

STEVEN T. BRENNER, CCR 
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not? 

A. Yes, i t i s . 

Q. Wi t h i n the c u r r e n t pool boundary, 

mm. 

A. 

Q. How many w e l l s d i d you look a t i n terms of your 

geologic i n v e s t i g a t i o n of t h i s p a r t i c u l a r r e s e r v o i r ? 

A. I've looked a t a l l of the w e l l s shown on t h i s 

map, which are only those w e l l s which have penetrated the 

Devonian. 

Q. You have a combination a t t h i s p o i n t of 

producers, producers t h a t are now abandoned, and t h e r e are 

some dryholes i n the r e s e r v o i r ? 

A. Yes. 

Q. As p a r t of your geologic study, what d i d you i n 

f a c t look at? 

A. I looked a t the nature of the r e s e r v o i r and was 

t r y i n g t o e s t a b l i s h an o i l - w a t e r contact f o r the f i e l d and 

d i d q u i t e a b i t of work on the volumetrics of the 

r e s e r v o i r . 

Q. As a r e s u l t of your work, what d i d you determine? 

A. I determined t h a t the g / I ^ ^ ^ ^ W i t ^ ^ ^ ^ ^ v I m - a / 

Main an t e or 
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N^a^ impermeable 

jipQ^*fea^: ^ 

(ta r a ^ l4̂ ;r̂ «seE?voir ( t h e 

re» §liî *:§̂ peii 

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

p r o d u c t i v i t y of the w e l l s t h a t have been d r i l l e d 

s u c c e s s f u l l y i n t h i s Devonian pool? 

A. Yes, the r e i s . There""appoago ^t^^fee^^-afegsng 

r e l a t i o n c h i p batween -the succest t i i * w e l l s and 

3*truefcmynli paaAfciem. 

Q. I n s o f a r as the pool r u l e s deal w i t h spacing u n i t 

s i z e s and w e l l l o c a t i o n s , describe f o r us what those r u l e s 

are. 

A. The c u r r e n t r u l e s allow f o r 160 development and 

— S h a l l we r e f e r t o E x h i b i t 2? 

Q. Not j u s t y e t . Just t e l l me the r u l e . 

A. Okay, the w e l l s can be d r i l l e d only i n the 

northwest q u a r t e r quarter s e c t i o n or the southeast q u a r t e r 

q u a r t e r s e c t i o n , and they must be located w i t h i n 150 f e e t 

of the center of those quarter q u a r t e r s e c t i o n s . 

Q. I n a d d i t i o n t o conventional geologic data, d i d 

you a l s o u t i l i z e 3-D seismic information? 

A. Yes, I d i d . 

Q. Why was t h a t u t i l i z e d f o r analyzing t h i s 

STEVEN T. 
(505) 
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r e s e r v o i r ? 

A. Well, we have wanted t o d r i l l some a d d i t i o n a l 

w e l l s i n the f i e l d i n 1994, but decided t h a t i n order t o 

best l o c a t e the optimal l o c a t i o n s we would t r y t o use 3-D 

seismic over the f i e l d . 

We d i d do about a 9-1/8-quarter-square-mile 

survey over the f i e l d w i t h very high r e s o l u t i o n . As a 

r e s u l t of t h i s , t h i s map t h a t you see here was generated, 

and we found t h a t there was q u i t e a b i t more d e t a i l t o the 

s t r u c t u r e of the f i e l d than had p r e v i o u s l y been mapped. 

Q. Conventional l o g i n t e r p r e t a t i o n i n con t o u r i n g of 

s t r u c t u r e based upon t h a t l o g data d i d not r e f l e c t the f u l l 

e x t e n t of the s t r u c t u r a l components of the r e s e r v o i r ? 

A. No. 

Q. With the i n t e g r a t i o n of the 3-D seismic 

i n f o r m a t i o n , then, you were more able t o f u l l y understand 

the s t r u c t u r e of the r e s e r v o i r ? 

A. Yes. 

Q. When we look at E x h i b i t 1, are we l o o k i n g a t a 

s t r u c t u r a l i n t e r p r e t a t i o n t h a t has i n t e g r a t e d not only the 

conventional l o g i n t e r p r e t a t i o n but the 3-D seismic work? 

A. Yes. 

Q. To what extent have you attempted t o i n t e g r a t e 

the 3-D seismic data w i t h the conventional l o g data? 

A. The w e l l data was used i n order t o determine a 

STEVEN T. BRENNER, CCR 
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v e l o c i t y function f o r converting the seismic time map to 

depth, and also j u s t to v e r i f y the accuracy of that 3-D 

map. 

Q. Let's look at Exhibit 1 and have you t e l l us what 

the significance i s of the red dot that's shown w i t h i n 

Section 13. 

A. The red dot i s the proposed location of the Lea 

Unit Number 17 w e l l , which we would l i k e t o d r i l l i n 1995, 

and we f e e l t h a t i s the best location t o get at as yet 

unproduced o i l i n the f i e l d . 

Q. A l l r i g h t , that spacing u n i t f o r t h a t w e l l would 

be the southeast quarter of Section 13? 

A. Right. 

Q. Which currently has i n i t the Well Number 3, 

s l i g h t l y t o the north of t h i s location? 

A. Right. 

Q. What are you attempting t o achieve i n t h i s 

spacing u n i t that you cannot now obtain with the e x i s t i n g 

Number 3 well? 

A. DPI i tn il ii i m^*m$?rm "c^^^m^sm&a^^5't&m: of 

iiliTir fli 1 iniwliiiiaii irimiili nnt li- prmTnn'n-lrr thr -TTrnnhnr 1 • 

Q. When you look at the opportunities i n the 

southeast quarter f o r an additional w e l l , why have you 

picked t h i s p a r t i c u l a r location? 

well 

STEVEN T. BRENNER, CCR 
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A. P r i m a r i l y i t ' s a r e s u l t of the s t r u c t u r a l 

p o s i t i o n , and also the f a c t t h a t the Number 11 w e l l was 

abandoned prematurely and d i d not produce a l l t h a t we f e e l 

i t could have produced. 

Q. I s t h a t l o c a t i o n standard, e i t h e r on-pattern or 

i n terms of i t s footage setback under the e x i s t i n g rules? 

A. No, i t i s not. 

Q. I t i s unorthodox under both components of the 

spacing r u l e ? 

A. Right. 

Q. A l l r i g h t . Let's t u r n now t o E x h i b i t Number 2. 

I d e n t i f y t h e d i s p l a y and then show us what you've done w i t h 

t h i s checkerboard code. 

A. Okay. E x h i b i t Number 2 i s another map of the 

Devonian s t r u c t u r e , and superimposed on i t i s the c u r r e n t 

l e g a l l o c a t i o n s , which are shown i n the green squares. 

Q. A l l r i g h t . When we move from 1 t o 2, E x h i b i t 2 

i s the same s t r u c t u r a l i n t e r p r e t a t i o n ? 

A. Yes. 

Q. Exactly the same map? 

A. Right. 

Q. On top of which, then, you've got t h i s g r i d 

system. 

What does the green quarter q u a r t e r represent? 

A. Those are the quarter q u a r t e r sections i n which 

STEVEN To BRENNER, CCR 
(505) 989-9317 
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we could now l e g a l l y d r i l l a w e l l . 

Q. A l l r i g h t . They would be the on-pattern 4 0-acre 

t r a c t ? 

A. Right. 

Q. What are the red dots? 

A. The red dots are other locations which we see 

po t e n t i a l f o r further Devonian development. 

Q. A l l r i g h t . Again, summarize f o r us the c r i t e r i a 

t h a t you used i n applying — i n determining where t o locate 

itaws»ii9 bees leo&teti on the ' 

f^e# i !iP^dms finds /in 

WQtt. 

i»fii^:*IWWIl|§^^ f i v e 

«wetl *loda^i#n«*Bdei? the current r 

.ruXej|jb;: 

A. Tbj3rre_r.w.auld only be one, located i n Section 11, 

that^w^u44^h^ffqOTgs#H^A^i l e g a l . 

Q. The one i n the southeast quarter? 

A. Right. 

Q. And that's standard as to footage and as to 

pattern? 

STEVEN T. BRENNER, CCR 
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A. Yes. 

Q. And a l l the other f o u r , then, are both o f f -

p a t t e r n and too close t o the side boundary? 

A. Yes. 

Q. I f the D i v i s i o n were t o adopt an amendment i n the 

r u l e t o al l o w you t o d e l e t e , i f you w i l l , the p a t t e r n where 

you had t o e i t h e r be i n the northwest or the southeast 

q u a r t e r q u a r t e r and t o provide the f l e x i b i l i t y where you 

could l o c a t e w e l l s up t o but no clo s e r than 330 f e e t t o the 

side boundary of a 40, would t h a t provide you f l e x i b i l i t y 

under the pool r u l e s t h a t a l l these w e l l l o c a t i o n s would 

then be standard w e l l locations? 

A. Yes. 

wttll1 Bf1 UMifeiiutol-NPtoBfeaff̂ ' ""tor ! ©pera%ie»**®#'*hose agreements, 

crnnniaiiifiaitiiflil aJAMitehfi iiint-orrrrritT rvwnnrri n>a flint- irnn don't have 

A. No, they're a l l under the same oper a t o r s h i p and 

ownership. 

Q. Okay. A l l r i g h t , l e t ' s i l l u s t r a t e f o r t he 

Examiner, when we look a t the Number 17 w e l l — t h a t ' s the 

one i n the southeast of 13 — do you have a cr o s s - s e c t i o n 

t h a t i l l u s t r a t e s the p o s i t i o n of t h a t p r o j e c t e d w e l l i n 

r e l a t i o n t o the others i n the area? 

A. Yes, E x h i b i t Number 3 i s a cro s s - s e c t i o n which 
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goes d i a g o n a l l y from the southwest t o northeast through the 

Number 11, Number 3 and Number 12 w e l l s and als o shows the 

Number 17 l o c a t i o n , p r o j e c t e d onto t h a t c r o s s - s e c t i o n , and 

d e p i c t s t he hi g h s t r u c t u r a l p o s i t i o n as i n t e r p r e t e d from 

the 3-D seismic. 

Q. Again, t h i s s t r u c t u r a l i n t e r p r e t a t i o n , does i t 

also i n c l u d e u t i l i z a t i o n of the seismic data? 

A. Yes, i t does. 

Q. I n the absence of t h a t data, how would you have 

p r o j e c t e d t he l o c a t i o n f o r the Number 17 we l l ? 

A. I n the absence of the new 3-D seismic, we would 

not have known t h a t the 17 would be located i n the high 

p o s i t i o n , probably would have j u s t been a g e n t l e slope down 

t o t h e southwest. 

Q. And by i n c o r p o r a t i n g 3-D seismic i n f o r m a t i o n , 

then, you know, or a t l e a s t you have i n f e r r e d by the 

i n t e r p r e t a t i o n t h a t the 17 i s a t a s t r u c t u r a l p o s i t i o n 

higher i n the r e s e r v o i r than the c u r r e n t Number 3 w e l l 

w i t h i n t h a t feature? 

A. Yes. 

Q. A l l r i g h t . Have you worked w i t h the petroleum 

engineer assigned t o t h i s p a r t i c u l a r r e s e r v o i r t o i n t e g r a t e 

your i n t e r p r e t a t i o n s w i t h h i s t e c h n i c a l conclusions? 

A. Yes. 

Q. Based upon your work, summarize f o r us your 

STEVEN T. BRENNER, CCR 
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conclusions, Ms. Parson. 

A. Well, we have looked at the production from the 

wells, and we believe that the wells which have produced 

the best t o date have been those which are located i n the 

highest s t r u c t u r a l positions. And further development, we 

would l i k e t o see us continue to look f o r the highest 

s t r u c t u r a l elevations. 

Q. I n order t o achieve that opportunity, then, you 

eit h e r need numerous exceptions — four, i f you w i l l — to 

the current rules, or simply an amendment to the rules that 

gives you the f l e x i b i l i t y to f i n d these s t r u c t u r a l highs? 

A. Yes. 

Q. I n terms of a water-oil contact i n the reservoir, 

how d i f f i c u l t i s i t t o determine where that point is? 

A. I t ' s impossible, r e a l l y , t o determine with 

accuracy, f o r a few problems. 

F i r s t of a l l , the water i s r e l a t i v e l y fresh, and 

the logs don't show a contrast. 

Secondly, the oil-water contact occurs i n the 

t i g h t portions of the rock, where i t can't be established. 

We have surmised an oil-water contact of 

a p p r o x i m a t e l y minus 10,891, and t h a t ' s been based on t e s t s 

of wells which have tested water. Primarily y o u ' l l see 

located i n Section 11, j u s t outside the Lea Unit boundary, 

i s a U.S. Smelting well which tested water at the top of 
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p o r o s i t y , which was located a t minus 10,891. And t h a t 

t e l l s us a t l e a s t as shallow as i t i s , and we know from the 

Number 1 w e l l , which encountered p o r o s i t y a l l the way down 

t o minus 10,814 and no water. So we can place i t somewhere 

between those two but we r e a l l y can't narrow i t down. 

MR. KELLAHIN: That concludes my examination of 

Ms. Parsons. 

We move the i n t r o d u c t i o n of her E x h i b i t s 1, 2 and 

3. 

EXAMINER STOGNER: E x h i b i t s 1, 2 and 3 w i l l be 

admitted i n t o evidence. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Looking a t your E x h i b i t s 1 and 2, I w i l l take i t 

t h a t t h e ye l l o w l i n e i s the present pool boundary? 

A. That i s the u n i t boundary. 

Q. The u n i t boundary. 

MR. KELLAHIN: We have a subsequent map, Mr. 

Examiner, t h a t the engineer w i l l present t h a t shows the 

pool boundary. 

EXAMINER STOGNER: Oh, okay. 

Q. (By Examiner Stogner) With the d r i l l i n g of t h i s 

proposed l o c a t i o n , the Number 17, and once i n f o r m a t i o n i s 

obtained from i t , would i t change the v a r i a b l e s and would 

i t change the 3-D seismic i n t e r p r e t a t i o n as you're showing 
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here, once t h a t i n f o r m a t i o n i s known? 

A. I t ' s p o s s i b l e t h a t i t could change i t somewhat, 

but I don't t h i n k i t would change i t very much. 

Q. And i f t h e r e are any changes a t a l l , would t h a t 

be j u s t l o c a l , or could i t a f f e c t your readings unitwide? 

A. They would be l o c a l . 

Q. Just l o c a l . The c u r r e n t w e l l s t h a t are t h e r e , 

how o l d are they? 

A. They're — Most of them are from the e a r l y 

S i x t i e s . The Number 1 was d r i l l e d i n 19 61, and the bulk of 

t h e other w e l l s had been d r i l l e d by 1963. The Number 12 

w e l l i s the exception; t h a t was d r i l l e d i n 1979. 

Q. Did the age of these w e l l logs have any e f f e c t on 

your i n t e r p r e t a t i o n using the 3-D? 

A. No. 

Q. No? What type of l o g i n f o r m a t i o n are you going 

t o — or do you plan t o o b t a i n from t h a t Number 17 we l l ? 

A. We would l i k e t o do as extensive a l o g s u i t e as 

we can. We'd probably l i k e t o do an FMI, and we haven't 

f u l l y developed the logging program. You know, we see t h a t 

t h e r e are problems w i t h the freshness of the water, and 

we're going t o do some a d d i t i o n a l work t o f i r m up our 

lo g g i n g program. 

The r e s e r v o i r i s e x t e n s i v e l y f r a c t u r e d , and we'd 

l i k e t o get a b e t t e r look a t t h a t as w e l l . 
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Q. Now, t h i s whole pool i s a water d r i v e ; i s t h a t 

c o r r e c t ? 

A. Yes, strong water d r i v e . 

Q. E s s e n t i a l l y what you're showing on here would be 

a l l t h e — e s s e n t i a l l y the l i t t l e a t t i c o i l , or the a t t i c 

o i l p o t e n t i a l from the s t r u c t u r a l highs i n the area? 

A. Yes. 

Q. Have you — or the engineer, perhaps I need t o 

ask him t h i s question. Do you have any f i g u r e s of what the 

p o t e n t i a l o f the a t t i c o i l w i t h the f i v e proposed 

l o c a t i o n s — 

A. We have not done i t f o r a l l of the other 

l o c a t i o n s , no. 

EXAMINER STOGNER: I have no other questions of 

t h i s witness a t t h i s time. However, I may l a t e r on. 

MR. KELLAHIN: A l l r i g h t , s i r . We'd l i k e t o c a l l 

a t t h i s time Mr. Wade Wardlow. He s p e l l s h i s l a s t name 

W-a-r-d-l-o-w. 

WADE WARDLOW. 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Would you please s t a t e your name and occupation? 

A. My name i s Wade Wardlow, and I'm a r e s e r v o i r 
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engineer f o r Marathon O i l Company. 

Q. Summarize f o r us your education. 

A. I have a petroleum engineering degree from the 

U n i v e r s i t y of Oklahoma. 

Q. I n what year, s i r ? 

A. May of 1986. 

Q. Subsequent t o graduation, summarize f o r us your 

employment as an engineer. 

A. I worked f o r a l o c a l measurement company i n 

Oklahoma C i t y f o r a year, I took a j o b outs i d e the i n d u s t r y 

f o r t h r e e years, and then came back and went t o work f o r 

Marathon f i v e years ago i n Midland, Texas. 

Q. As p a r t of your d u t i e s , do you on a r o u t i n e basis 

make engineering c a l c u l a t i o n s on pools i n the Permian 

Basin? 

A. Yes, I do. 

Q. As p a r t of your d u t i e s , have you made an 

engineering e v a l u a t i o n and assessment of the a d d i t i o n a l 

recovery o p p o r t u n i t i e s i n the Lea-Devonian Pool? 

A. Yes, I have. 

MR. KELLAHIN: We tender Mr. Wardlow as an expert 

petroleum engineer. 

EXAMINER STOGNER: Mr. Wardlow i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Let me have you t u r n , s i r , t o 

your f i r s t E x h i b i t . I f y o u ' l l i d e n t i f y f o r us what you've 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

20 

marked as E x h i b i t Number 4. 

A. E x h i b i t Number 4 i s a background summary of the 

Lea Unit-Devonian Pool, i n i t i a l l y discovered i n 1960. 

ian- proxi|̂ |-is>©i;is. 173 b a r r e i s of o i l -

anism i s BB*9tEon^ bottoo* water d r i v e / 

l ^ ^ i y ' ^ m i l l i o n 

r - i ^ m i l l i o n 

tornlr nf Tirajr-afrr• fin j ^ M ^ M ^ ^ x m ^ l ^ m ^ ^ m M ^ Jtr i ve 

r e seijvojj^^asBp, 

Q. When you and Ms. Parson analyzed the r e s e r v o i r , 

what type of conclusions d i d you u l t i m a t e l y reach on how t o 

best continue d e p l e t i o n of t h a t r e s e r v o i r ? 

A. ie seismic data i n t e r p r e t a t i o n , ' we 

and also e v a l u a t i n g the produc t i o n h i s t o r y from 

the c u r r e n t w e l l s i n the f i e l d , i n the Devonian. The 

recovery has been hindered from the r e s e r v o i r due t o water 

coning. 

Q. When we look a t the e x i s t i n g pool r u l e s , are 

th e r e any of those r u l e s t h a t are a l i m i t a t i o n on the 

f u r t h e r development of the pool? 
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A. Yes, s i r , the f i e l d rules specifying where wells 

would be located. 

Q. Okay. Have you examined the other rules t h a t 

apply t o the pool t o determine whether or not there are any 

r e s t r i c t i o n s on those rules that are an impediment t o 

fur t h e r development? 

A. Yes, s i r , I took a look at the allowable issue, 

and there are no problems with that. 

Q. A l l r i g h t . Give us a short summary of how the 

allowable i s assigned f o r t h i s p a r t i c u l a r reservoir. The 

pool rules f o r t h i s pool were developed way back when? 

IpjiTf^j^j^^g^^jpjI^lffriiftlriinl tfTi' fir-*""1*« there has not 

been^^g^gfi^Hl^^th^h^: and bassd on, fieldwide Rule 505, 

:w,hiflttMIMfP--»W^^ th£' allowable now t 

j|al3aMBatt^Wftl*o^th bracket allowable f o r 160-acre 

s p a o ^ i i ^ ^ ^ i ^ ^ ^ ^ ^ i r i ' e n t l y ;740 barrels of o i l a day. 

Q. A l l r i g h t . Are there any of the spacing u n i t s 

t h a t have the capacity t o produce up to the current o i l 

allowable f o r th a t spacing unit? 

A. No, there's not. 

Q. Let's turn now to Exhibit Number 5. I d e n t i f y 

t h a t display f o r us. 

A. Exhibit Number 5 i s an average d a i l y production 

p l o t of the Lea Unit-Devonian Pool. 
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Q. What's the number on top next t o each w e l l ? 

A. The top number i s the c u r r e n t d a i l y — average 

d a i l y p r o d u c t i o n . The bottom number i s the c u r r e n t — of 

o i l . 

The bottom number i s the c u r r e n t average d a i l y 

p r o d u c t i o n of water. 

Q. The c o l o r code? 

A. The yellow o u t l i n e i s the Lea u n i t boundary, and 

the green o u t l i n e i s the Lea Unit-Devonian — or the Lea-

Devonian Pool boundary. 

Q. A l l r i g h t . The c o l o r codes f o r the w e l l symbols? 

A. Green i s a c t i v e producers, blue are h i s t o r i c a l 

Devonian producers, and the red l o c a t i o n i s the proposed 

Lea U n i t Number 17. 

Q. A l l r i g h t , s i r , l e t ' s t u r n t o E x h i b i t Number 6, 

i d e n t i f y and describe t h i s d i s p l a y . 

A. This i s a cumulative production p l o t of the Lea 

Unit-Devonian producers. 

The top number i s the cumulative o i l p r o d u c t i o n , 

t h e bottom number i s the cumulative water p r o d u c t i o n i n 

thousand b a r r e l s per day, or thousand b a r r e l s of o i l and 

water, p e r s p e c t i v e l y [ s i c ] . 

Q. When we look a t the southeast of 13, where you 

propose the Number 17 w e l l , as an engineer, do you know 

whether or not th e r e i s remaining recoverable o i l i n t h a t 
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spacing u n i t t h a t cannot be recovered by the e x i s t i n g 

Number 3 well? 

A. Yes, s i r , i M S ^ t : J ^ y t n d : i c a J e s , 

f ^^ t i i f ^ rs l lN fc i ia t 

COttJ 

And looking at Lea Unit Number 3, i f y o u ' l l 

notice, i t ' s the highest well on structure but also has 

produced almost 17 m i l l i o n barrels of o i l and j u s t under a 

m i l l i o n barrels — I mean, I'm sorry, 16. 

Q. Water? 

A. Yeah, water. And j u s t under a m i l l i o n barrels of 

o i l . 

The production h i s t o r y , taking a look at t h i s , 

shows us that t h i s well has had a severe coning problem and 

therefore has not e f f e c t i v e l y depleted the o i l i n the area. 

Q. Do each of these proposed well locations that Ms. 

Parson t e s t i f i e d t o represent a simila r opportunity i n the 

reservoir? 

A. Yes, they do. 

Q. 

A. B-s 

ifi^t^^e«aaa«air. 

Q. Let's turn now to Exhibit Number 7 and have you 

i d e n t i f y t h a t f o r us. 
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A. E x h i b i t Number 7 i s a well-performance t a b l e . I t 

summarizes the Devonian producers i n the Lea u n i t . 

Q. On average, what's the c u r r e n t water c u t f o r the 

w e l l s i n the pool? 

A. 

1 r n r ii otfiHi I* inin r? 

P£: 

*^toa^s4jQ^the 

& t o the- p r o d u c t i v i t y o f a w e l l 

coning? 

econd column t h e r e i d e n t i f i e s water-

rid as you can see, a l l the w e l l s came i n 

ions w e l l s had water - break, through a t 

5 i s a good example of a w e l l t h a t 

t e r - f r e e before water began t o cone 

The Number 3, as an example, i s a w e l l t h a t coned 

water i n t h r e e months. 

Q. And what happens? Once water breakthrough 

happens, what happens t o the p r o d u c t i v i t y ? 

A. O i l p r o d u c t i v i t y d r a s t i c a l l y reduces. 

Q. Can you give us an i l l u s t r a t i o n of a p r o d u c t i o n 

p l o t from what you would c h a r a c t e r i z e t o be a t y p i c a l w e l l 

i n t h i s pool? 

A. E x h i b i t Number 8 i s a production h i s t o r y from the 
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Lea Unit Number 3. 

Q. A l l r i g h t . Again, l e t ' s f i n d that w e l l . That's 

the w e l l that's s l i g h t l y north of your proposed location 

f o r the new 17 well? 

A. Yes, s i r . 

Q. Describe f o r us i t s performance. 

A. As you can see, j u s t a couple months of water-

free production. And you can see, as water begins t o cone 

i n , your o i l production begins t o decline and your water 

continues t o increase, your water production. 

Q. From an operational point of view, i s there 

anything you can do i n the f i e l d to minimize t h a t water 

encroachment once i t occurs? 

A. One of the things you could t r y t o do i s to 

reduce the drawdown on a w e l l , on your w e l l . 

A. Yes, that's correct. 

Q. Okay, l e t ' s look at Exhibit 9 and have you — 

F i r s t o f a l l , why a r e you showing E x h i b i t 9? 

A. Exhibit 9 i s a — I think i s one of the better 

examples we have i n the f i e l d of a well adversely affected 

by water coning. 
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The Number 5, as mentioned e a r l i e r , had 29 months 

of w a t e r - f r e e production. You can see as water began t o 

break through i n around 1964 the o i l p r o d u c t i o n d r a s t i c a l l y 

drops i n t h i s w e l l . 

Q. We've requested approval of the Number 17 w e l l as 

an unorthodox l o c a t i o n , or i n the a l t e r n a t i v e , t o have the 

D i v i s i o n simply amend the pool r u l e s and l e t what looks t o 

be l i k e a t o t a l of f o u r p o t e n t i a l l o c a t i o n s become 

approvable w i t h o u t s p e c i a l hearings. 

Do you see, i n terms of your perspective as a 

r e s e r v o i r engineer, any s u b s t a n t i a l d i f f e r e n c e w i t h regards 

t o these other l o c a t i o n s than what you have analyzed t o be 

the s i t u a t i o n f o r the Number 17 well? 

A. No, they're a l l s i m i l a r l o c a t i o n s where you have 

a t t i c o i l i d e n t i f i e d , and also you w i l l be able t o recover 

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

Section 13, there i s one 160-acre p r o r a t i o n u n i t 

out here t h a t had two w e l l s d r i l l e d upon i t . 

Q. Okay, which one would t h a t be? 

A. The Number 9 was d r i l l e d — 

Q. A l l r i g h t , you're l o o k i n g a t the northeast of 13? 

A. The northeast s e c t i o n of 13. 

Q. A l l r i g h t . 

A. The Number 9 was d r i l l e d and completed i n 1962. 

The Number 12 was d r i l l e d and completed i n 1979. 
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Q. 1972 versus 1979? 

A. 1962 versus 1979. 

Q. A l l r i g h t , 1962 versus 1979. 

A. Correct. 

Q. A l l r i g h t . 

A. The Number 9, h i s t o r i c a l l y , as i t produced — 

When the Number 12 was completed there as no sign of 

interference or e f f e c t on production from bringing the 

Number 12 on l i n e . 

So taking a look at th a t , i f the Number 12 would 

not have been d r i l l e d and completed, we would have — we 

would not have recovered the 258,000 barrels that the 

Number 12 recovered. 

Q. They're 40-acre o f f s e t s , i f you w i l l , t o each 

other, and yet when the Number 12 was completed and began 

to produce, you didn't see any change i n the production i n 

the Number 9? 

A. None. 

Q. What does that t e l l you as an engineer? 

A. That pressurewise they're not communicated, and 

therefore they did not adversely a f f e c t each other as fa r 

as production. 

Q. What happened i n the Number 12? I t apparently i s 

abandoned at t h i s point. 

A. Number 12 was lower on structure and became 
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uneconomical as water began — water cut began to increase . 

12 began at a 44-percent water cut . 

Q. I r e a l i z e you've read a l l the old t r a n s c r i p t s and 

looked at the old information about the h i s tory of the 

pool . 

A. 1 P f in i w h it L> j I • ean te 11 / «'fehay had done some, i n i t i a 1 

inta»6»iw»ffg'yteWBfew • wi. Uh«the Lea -Unit number 1 and Number 2, 

"M- 1-* j r j liiigjarittii tin Mm^sundm;fene§SMsawi**kowte«a**a#*p©und 

r v n m i w i tli ffiriTflliri ~>1 in mi r in i nn mt Hnrl iirinrrl rri t m f , 

they^$*a*»* îb-:bta»M thoi?e could pQt©jatiaiiy« be in ter ference , and 

~~ ^ i v aalrflriLifngi 1 ""T^T-"Dinl"?• 

Q. 6»ibiiit^ttftnt developmenfeT;aBd production • front the 

pool II lwigwdufcaL'roaiinaĉ  *ttMt * tha t * not what happened ? 

A. That ' s correc t . We have the benef i t of looking 

at h i s t o r i c a l data at t h i s point and can make a better 

determination. 

Q. A l l r i g h t . What we're r e a l l y asking for i s to 

apply standard 40-acre o i l spacing and wel l locat ions , i f 

you w i l l — 

A. Yes, as — 

E x h i b i t Number 7 shows t h a t the Lea U n i t Number 
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Q. — g r a f t e d i n t o t he pool? 

A. Yes, as economics j u s t i f i e s the v a r i o u s 

l o c a t i o n s . 

Q. A l l r i g h t . Do you see any o p p o r t u n i t y f o r — Let 

me ask you t h i s way: By A n ^ e a j ^ 

locati©«ev*"<i*^ an o p p o r t u n i t y t o recover o i l t h a t 

we might -note*©fefeeaswise recover? ' 

A. That's c o r r e c t . 

Q. I n a d d i t i o n , despite the f a c t t h a t t h i s i s an 

e x i s t i n g u n i t , even i n the absence of a u n i t , t h e r e appears 

t o be no i n d i c a t i o n of an advantage gained between spacing 

u n i t s i f the w e l l l o c a t i o n r u l e i s relaxed? 

A. That's c o r r e c t . C u r r e n t l y we only have about 

200,000 b a r r e l s of o i l remaining, w i t h t he c u r r e n t 

development. I f we do not d r i l l a d d i t i o n a l w e l l s out here, 

w e ' l l leave a s i g n i f i c a n t amount of o i l behind. 

MR. KELLAHIN: That concludes my examination of 

Mr. Wardlow. 

We move the i n t r o d u c t i o n of h i s e x h i b i t s , which 

were 4 through 9. 

EXAMINER STOGNER: E x h i b i t s 4 through 9 w i l l be 

admitted i n t o evidence a t t h i s time. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Wardlow, d i d I hear you r i g h t t h a t you are 
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A. Yes, s i r . 

Q. 2 o i l 

A. 

Q. Just by l o o k i n g a t the h i s t o r i c a l aspects of t h i s 

area, which came f i r s t : the u n i t or the pool? 

A. The u n i t . I t was a f e d e r a l e x p l o r a t o r y u n i t . 

Q. And then the — Then the spacing was added 

subsequent t o t h a t , then? 

A. Yes, s i r . 

Q. This i s somewhat of a unique experience here, 

t h a t we've got a pool i n the middle of a u n i t , and the 

o p p o r t u n i t y t o perhaps do away w i t h a 160-acre spacing or 

go ahead and keep a 160-acre spacing, c o n s i d e r i n g t h e r e 

probably won't be e x p l o r a t i o n outside of t h i s — not 

e x p l o r a t i o n , perhaps, but t h a t much a d d i t i o n a l e x p l o r a t i o n 

o u t s i d e the present pool boundaries, t h e r e f o r e the present 

u n i t boundaries. 

an increased acreage i s g e t t i n g away from t h a t 330 o f f s e t 

t o keep from bunching of w e l l s when the acreage v a r i e s 

between p a r t i e s . But i n t h i s p a r t i c u l a r case you've got a 

u n i t , and i t won't r e a l l y matter. But I'm somewhat — 

One of the reasons i t has come up, when you have 
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MR. KELLAHIN: Well, we took the easy answer, Mr. 

Examiner. We sa i d , Well, we j u s t — r a t h e r than take apart 

the pool r u l e s , w e ' l l j u s t ask t o amend the w e l l l o c a t i o n s 

as the quick and easiest f i x t o provide the o p p o r t u n i t y f o r 

the other t h r e e l o c a t i o n s , i f you w i l l , r a t h e r than come on 

a case-by-case exception f o r the other t h r e e . 

EXAMINER STOGNER: I know the map doesn't show 

i t , but how e x t e n s i v e l y has the western boundary of t h i s 

pool been t e s t e d , and how many plugged and abandoned w e l l s 

have we had? 

MR. KELLAHIN: You may want t o r e c a l l Ms. Parson. 

My r e c o l l e c t i o n i s , her testimony would be t h a t she's 

p r e t t y c o n f i d e n t t h a t t h a t boundary on the west side i s 

w e l l d e f i n e d . 

EXAMINER STOGNER: Ms. Parson, I ' l l b r i n g t h a t 

q uestion t o you then. 

MR. KELLAHIN: Y o u ' l l need t o come back up. Why 

don't you s i t here? 

MS. PARSONS: I'm s o r r y , could you re-ask your 

question? 

EXAMINER STOGNER: E s s e n t i a l l y t h i s pool was 

somewhat depleted or on i t s l a s t legs. I s t h e r e any 

f u r t h e r expansion of t h i s pool back t o the west, do you 

f e e l ? Or do you f e e l t h a t boundary has been adequately 

explored and dry holes have been — 
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MS. PARSONS: I t h i n k i t ' s adequately explored on 

the western boundary. 

Q. (By Examiner Stogner) Now, the question t o you, 

100 — What, 700 b a r r e l s of o i l a day i s the allowable 

p r e s e n t l y ? 

A. (By Mr. Wardlow) 740, based on the 14,000- t o 

15,000-foot depth bracket allowable. 

Q. I'm assuming t h a t you don't t h i n k t h a t t h i s 

Number 17 w e l l w i l l get t h a t much. 

A. No, we're a n t i c i p a t i n g 350 t o 400 b a r r e l s of o i l 

a day, max. 

Q. Do you know what the concurrent allowable would 

be f o r a 40-acre u n i t ? 

A. 500 b a r r e l s a day. 

Q. 500? 

A. Uh-huh. 

Q. That would more than adequately cover t h i s , 

wouldn't i t ? 

A. Yes, s i r . 

EXAMINER STOGNER: Are the r e any other Devonian 

pools w i t h i n the area surrounding t h i s one? 

MS. PARSONS: No. 

EXAMINER STOGNER: There i s n ' t . So t h i s i s a 

unique pod area. 

Mr. K e l l a h i n , do you have anything t o add? 
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MR. KELLAHIN: Well, no, s i r , I — You know, now 

t h a t we see a l l the b i t s and pieces, perhaps we could have 

simply asked t o r e v e r t t h i s back t o 40-acre spacing. But 

not having known t h a t when we f i l e d the case and not 

wanting t o have a s i g n i f i c a n t delay w h i l e we r e f i l e 

something e l s e , I t h i n k the quickest answer i s t o gra n t a 

change i n the pool r u l e s f o r w e l l l o c a t i o n s , and l e t these 

w e l l s be d r i l l e d . 

EXAMINER STOGNER: Would th e r e be any o b j e c t i o n 

a t t h i s time, should the D i v i s i o n f e e l t h a t , w i t h t he 

evidence supported today, the o l d r u l e s t h a t were 

e s t a b l i s h e d by Marathon's predecessors, Ohio O i l Company 

and, i n t h i s instance, a u n i t was formed i n t h i s p a r t i c u l a r 

area, t h a t — do away w i t h the 160-acre spacing i n t h i s 

area? 

MR. KELLAHIN: I don't see any reason not t o . My 

only problem i s , t o accomplish t h a t you'd have t o c a l l a 

new hearing. I t would be l a t e January before i t would be 

on th e docket, and i t would be sometime a f t e r t h a t before 

you could issue the order. 

What we'd l i k e t o do i s have permission t o a t 

l e a s t s t a r t the 17 w e l l and t o f o l l o w w i t h whatever 

d r i l l i n g sequence they want t o f o r f u r t h e r development. 

EXAMINER STOGNER: I was j u s t k i n d of throwing 

t h a t out as — I t h i n k we're going t o see more and more of 
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t h i s . I t needs t o become more and more easier t o be able 

t o do t h i s . And the usual circumstances when you go from 

160-acre spacing t o 40-acre spacing, you've got t o take 

i n t o account how i t ' s going t o a f f e c t i n t e r e s t ownership. 

MR. KELLAHIN: Oh, and i t ' s a nightmare 

sometimes, because i n the absence of a u n i t you've got 

c o r r e l a t i v e r i g h t s , a s i g n i f i c a n t issue. 

EXAMINER STOGNER: But i n t h i s instance you have 

a u n i t . That doesn't — So t h a t ' s what might make t h i s 

unique. 

Okay. Well, w i t h t h a t , wrap t h i s p a r t i c u l a r one 

up. I don't have anything f u r t h e r of e i t h e r of the 

witnesses. 

MR. KELLAHIN: We have a n o t i c e of m a i l i n g t o 

operators i n the area. I would l i k e t o submit t h a t as 

E x h i b i t Number 10, Mr. Examiner. 

We are aware of no o p p o s i t i o n t o g r a n t i n g the 

r e l i e f requested by the Ap p l i c a n t i n t h i s case. 

EXAMINER STOGNER: Now, are these n o t i f i c a t i o n s 

t o u n i t — p a r t i e s t o the u n i t , or are they a c t u a l l y o f f s e t 

operators? 

MR. KELLAHIN: They were any operator or, i n the 

absence of an operator, any i n t e r e s t owner w i t h i n a m i l e of 

the u n i t . 

The u n i t i n t e r e s t owners were not n o t i f i e d . 
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Their p a r t i c i p a t i o n i n the p r o j e c t i s c o n t r o l l e d by various 

agreements. 

EXAMINER STOGNER: With t h a t , E x h i b i t Number 10 

w i l l be admitted i n t o evidence al s o . 

We'll take Cases 11,163 and 11,164 under 

advisement. 

(Thereupon, these proceedings were concluded a t 

12:20 p.m.) 
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