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REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

co CD. 
BEFORE: DAVID R. CATANACH, Hearing Examiner <=> r -

tZ. o 

March 16th, 2 000 ° 

3c C 
Santa Fe, New Mexico ^ 

cn 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, March 16th, 2 000, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

Porter H a l l , 2040 South Pacheco, Santa Fe, New Mexico, 

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 

9:56 a.m.: 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l Case 

12,3 58, which i s the A p p l i c a t i o n of Marbob Energy 

Corporation f o r compulsory p o o l i n g , Lea County, New Mexico. 

C a l l f o r appearances i n t h i s case. 

MR. CARR: Paul R. Owen of the Santa Fe law f i r m 

o f Campbell, Carr, Berge and Sheridan, appearing on behalf 

of the A p p l i c a n t , Marbob Energy Corporation. I have two 

witnesses i n t h i s matter. 

EXAMINER CATANACH: C a l l f o r a d d i t i o n a l 

appearances. 

Okay, w i l l the two witnesses please stand t o be 

sworn in? 

(Thereupon, the witnesses were sworn.) 

MR. OWEN: Mr. Examiner, I c a l l as my f i r s t 

witness i n t h i s matter Mr. Raye M i l l e r . 

RAYE P. MILLER. 

the witness h e r e i n , a f t e r having been f i r s t d uly 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. OWEN: 

Q. Mr. M i l l e r , could you please t e l l us your f u l l 

name and s p e l l your f i r s t name f o r the record? 

A. Yeah, my name i s Raye, middle i n i t i a l P., M i l l e r . 
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It's spelled R-a-y-e. 

Q. Mr. M i l l e r , where do you l i v e ? 

A. I res i d e i n A r t e s i a , New Mexico. 

Q. For whom do you work? 

A. I'm employed by Marbob Energy Corporation. 

Q. What do you do f o r Marbob? 

A. That's an i n t e r e s t i n g question. Quite a b i t of 

o i l and gas type of work. 

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

D i v i s i o n ? 

A. Yes, s i r , I have. 

Q. And a t the time of t h a t testimony were your 

c r e d e n t i a l s as an expert i n petroleum land matters accepted 

and made a matter of record? 

A. No, I was a c t u a l l y q u a l i f i e d as a p r a c t i c a l 

oilman. 

Q. And are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d 

i n t h i s case? 

A. Yes, s i r , I am. 

Q. Are you f a m i l i a r w i t h the s t a t u s of the lands i n 

the s u bject area? 

A. Yes, I am. 

MR. OWEN: Mr. Examiner, I tender Mr. M i l l e r as 

an expert witness as a p r a c t i c a l oilman. 

EXAMINER CATANACH: Mr. M i l l e r i s so q u a l i f i e d . 

STEVEN T. BRENNER, CCR 
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Q. (By Mr. Owen) Mr. M i l l e r , would you t e l l us what 

Marbob seeks w i t h t h i s A p p l ication? 

A. B a s i c a l l y what we're seeking i s an order p o o l i n g 

a l l t he minerals from the base of the Atoka f o r m a t i o n t o 

the base of the Morrow formation i n the south h a l f of 

Section 15 of Township 17 South, Range 3 5 East. We're 

asking t h a t i t be dedicated t o our Giles State Com Number 

1, t o be d r i l l e d a t a standard l o c a t i o n 1900 f e e t from the 

south — t h a t ' s 19, zero, zero — and 660 from the east of 

sa i d Section 15 of 17-35. 

Q. Mr. M i l l e r , have you prepared c e r t a i n e x h i b i t s 

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

A. Yes, s i r , I have. 

Q. Why don't we t u r n t o Marbob E x h i b i t Number 1. 

Can you t e l l us why you prepared t h i s e x h i b i t and the 

s i g n i f i c a n c e of i t ? 

A. B a s i c a l l y , E x h i b i t Number 1 shows the p r o r a t i o n 

u n i t , the spacing, i t shows the red dot as the proposed 

w e l l l o c a t i o n . A f t e r I got through doing some of these — 

I hope t h a t nobody's c o l o r b l i n d , because before we get 

through, I used a l o t of d i f f e r e n t c o l o r s . 

I t also shows general ownership i n the area. I t 

winds up, t h i s i s a t a k e o f f of a Midland Map Company lease 

mineral map. 

Q. And i s the area shown th e r e , i n f a c t , Section 15, 

STEVEN T. BRENNER, CCR 
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Township 17 South, Range 3 5 East? 

A. Yes, i t i s . 

Q. And the surrounding acreage? 

A. Yes. 

Q. What's the primary o b j e c t i v e of t h i s w e l l ? 

A. The primary o b j e c t i v e of the proposed w e l l i s the 

Atoka-Morrow, and t h a t ' s contained i n what's designated the 

Vacuum-Atoka-Morrow North Gas Pool. 

Q. Okay. While E x h i b i t Number 1 contains k i n d of a 

summary of the l i s t i n g of owners, does E x h i b i t Number 2, i n 

f a c t , c o n t a i n an ownership breakdown of the acreage? 

A. Yes, s i r . E x h i b i t Number 2 a c t u a l l y i s the 

survey p l a t t h a t was prepared by John West Engineering, and 

i t gives us — or I have added i n f o r m a t i o n which shows the 

ownership breakdown, south h a l f of Section 15. 

We wind up, as f a r as the Atoka f o r m a t i o n i n the 

orange-shaded area there, we have 100 percent of the 

r i g h t s , we have those r i g h t s on a farmout agreement from 

several p a r t i e s . There i s one 40-acre t r a c t , being the 

southeast southwest, which we only own below 11,076 f e e t , 

but the Atoka-Morrow i s below t h a t depth, or we would have 

r i g h t s only below t h a t depth. 

And the green-shaded area, the east h a l f of the 

southeast, Marbob c o n t r o l s 100 percent of the r i g h t s from 

the surface t o the base of the Atoka formation. Exxon 
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Mobil Production Company owns the r i g h t s below the base of 

the Atoka, which, i n t h i s case we're lo o k i n g a t , would be 

the Morrow formation. There are two separate s t a t e leases, 

they're i d e n t i f i e d , the orange being E-7567 and the green 

being B-2735. 

Q. And i s Exxon the company t h a t has not committed 

i t s i n t e r e s t t o t h i s well? 

A. That's c o r r e c t . The other i n t e r e s t i s a l l 

v o l u n t a r i l y committed t o the w e l l . The only i n t e r e s t t h a t 

has not been committed i s the ownership by Exxon i n the 

east h a l f of the southeast, as t o the Morrow fo r m a t i o n . 

Q. Okay. And what e f f o r t s have you made t o attempt 

t o o b t a i n Exxon's v o l u n t a r y joinder? 

A. We sent — Or a t l e a s t my f i r s t c ontact was a 

l e t t e r which was sent t o Charlie Howell on January 18th of 

t h i s year. There i s then a subsequent follow-up l e t t e r 

t h a t was sent t o Paul K e f f e r , also w i t h Exxon Mobil 

Production Company on January 2 4th. 

I t winds up being a t h i n g where t h e r e was a 

previous — or some previous discussions between one o f the 

p a r t i e s t h a t we now have the i n t e r e s t farmed out, Branex, 

and those discussions were held p r i o r t o the January 18th. 

But our f i r s t contacts were the January 18th, and then the 

follow-up of January 24th. 

I n discussion w i t h Mr. K e f f e r — because I 
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b e l i e v e he works f o r Mr. Howell, and t h i s would be h i s 

area; he handles southeast New Mexico f o r Exxon Mobil — 

Mr. K e f f e r i n d i c a t e d t h a t he f e l t t h a t i f t h e r e was — you 

know, t h a t Exxon Mobil would probably be i n t e r e s t e d i n 

working w i t h us on some type of p r o j e c t , whether i t be a 

term assignment or something. 

And so we asked — or we described e x a c t l y the 

circumstances around the f a c t t h a t they only had the Morrow 

r i g h t s and described a t what we were l o o k i n g a t t r y i n g t o 

do. And we fashioned our subsequent proposal l e t t e r t o him 

based around our conversations w i t h him as t o what he 

thought Exxon Mobil might be agreeable t o . 

I n follow-up conversations w i t h Mr. K e f f e r — of 

course he, l i k e a l l of us, sometimes you play q u i t e a b i t 

of phone t a g . But i n follow-up conversations, Mr. K e f f e r 

i n d i c a t e d t o me t h a t there was a problem i n the f a c t t h a t 

t h i s lease was a Mobil lease and t h a t because of some 

s p e c i a l concessions t h a t have been made i n the Mobil-Exxon 

merger w i t h the Federal Trade Commission, t h a t i t would 

have t o be processed through a separate l a y e r of channels 

i n s i d e t h e i r o r g a n i z a t i o n , could not go through the normal 

engineering, geologic department review f o r approval, and 

t h a t i t was q u i t e possible t h a t no deal could be done 

because of t h e i r concessions t o the FTC on t h e i r p a r t . 

Q. Mr. M i l l e r , are the l e t t e r s between you and Exxon 

STEVEN T. BRENNER, CCR 
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Mobil contained i n Marbob E x h i b i t Number 3? 

A. Yes, s i r , they are. 

Q. Now, has Exxon Mobil a c t u a l l y t o l d you t h a t they 

w i l l not j o i n i n the p r o j e c t , or i s i t more a matter of 

i n s t i t u t i o n a l problems w i t h i n t h e i r organization? 

A. They've advised us t h a t as f a r as a c t u a l l y 

g r a n t i n g a term assignment and a l l , t h a t they probably — 

may not be able t o do t h a t . They could j o i n . We have 

provided them w i t h an AFE. 

This p r o j e c t , because of the depth, the s i z e , the 

i n t e r e s t , i t doesn't seem t o f i t the Exxon Mobil c r i t e r i a , 

but c e r t a i n l y they do have t h a t o p p o r t u n i t y t o j o i n i f they 

so choose. 

Q. Do you a n t i c i p a t e r e c e i v i n g j o i n d e r from Exxon 

Mobil? 

A. No, s i r , I don't. 

Q. Based on your experience as a p r a c t i c a l oilman, 

have you made a go o d - f a i t h e f f o r t t o o b t a i n the v o l u n t a r y 

j o i n d e r of Exxon Mobil? 

A. Yes, s i r , and t h i s , I b e l i e v e , i s the f i r s t time 

we've ever been t o one of these type of hearings, and i f 

Mr. K e f f e r hadn't i n d i c a t e d t o me t h a t t h i s was probably 

the best r o u t e t h a t we could go i f we a c t u a l l y wanted t o 

d r i l l the w e l l , we probably wouldn't be here today. 

Q. Mr. M i l l e r , I want t o take an e x h i b i t out of 

STEVEN T. BRENNER, CCR 
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order here. The very l a s t e x h i b i t i n the e x h i b i t packet i s 

an AFE marked as Marbob E x h i b i t Number 12. Would you 

please review t h a t e x h i b i t f o r the Examiner? 

A. I don't t h a t you gave me one of those, d i d you? 

Q. I t should be at the very bottom, one-page 

e x h i b i t . 

A. You d i d , b e t t e r than I thought. 

This AFE was prepared by Mr. Chandler i n our 

o f f i c e , and i t l i s t s out what we a n t i c i p a t e as our costs 

and casing programs and designs t h a t we have f o r t h i s w e l l . 

And we have r e c e n t l y d r i l l e d the Lusk U n i t Number 14 i n 

Section 19 of 19-32 t o a depth of 12,500, which would be 

very comparable t o t h i s . And we have, you know, other 

w e l l s t h a t we have d r i l l e d i n the l a s t few years t h a t 

helped become the basis of t h i s AFE t h a t we prepared. 

Q. What are the t o t a l s f o r dryhole and completed 

w e l l costs as r e f l e c t e d on t h a t e x h i b i t ? 

A. The t o t a l dryhole cost t h a t ' s i n d i c a t e d i s 

$583,095, and the t o t a l completed w e l l cost i s $933,566. 

Q. Based on your d r i l l i n g of other w e l l s i n the area 

and on your experience i n the area, are these costs i n l i n e 

w i t h what has been charged by other operators i n the area 

f o r s i m i l a r wells? 

A. Yes, s i r , our footage r a t e t h a t ' s shown t h e r e may 

be s l i g h t l y understated as t o what our a c t u a l w i l l be. 

STEVEN T. BRENNER, CCR 
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There's q u i t e a b i t of curr e n t increases being seen, or 

small increases being seen i n d r i l l i n g costs, but t h i s i s 

very comparable w i t h what the i n d u s t r y has done. 

Q. And Mr. M i l l e r , have you made an estimate of the 

overhead and a d m i n i s t r a t i v e costs w h i l e d r i l l i n g t h i s w e l l 

and w h i l e producing i t ? 

A. Yes, s i r , we are requesting a d r i l l i n g overhead 

r a t e of $5400 a month, an operating overhead or monthly 

r a t e of $540 a month. We believe both of those numbers are 

below the l a t e s t Ernst and Young i n d u s t r y g u i d e l i n e s f o r 

w e l l s of t h i s depth i n southeast New Mexico. And we have 

v i s i t e d w i t h the p a r t i e s who farmed out our i n t e r e s t s from 

t o see i f those r a t e s were agreeable since they do con t a i n 

some back-ins a f t e r payout i f we are successful, and they 

have agreed t h a t they b e l i e v e t h a t those r a t e s are 

appr o p r i a t e t o be charged under the JOA. 

Q. And do you recommend t h a t these f i g u r e s be 

incorporated i n t o any order which r e s u l t s from t h i s 

hearing? 

A. Yes, s i r , we would. 

Q. Now, i t ' s my understanding t h a t Marbob does not 

request t h a t these r a t e s be increased i n accordance w i t h 

e s c a l a t i o n p r o v i s i o n s of COPAS accounting procedures; i s 

t h a t r i g h t ? 

A. I t winds up t h a t we're not requesting t h a t 

STEVEN T. BRENNER, CCR 
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increase, and i t ' s p r i m a r i l y because of the second case t o 

f o l l o w , but i t t y p i c a l l y i s not our s t y l e t o increase r a t e s 

w i t h the COPAS i n f l a t i o n i n d i c a t o r . 

I may be i n t r o u b l e w i t h some of my i n d u s t r y 

f r i e n d s , but what t y p i c a l l y happens i s , i f you're 

successful, 15 years l a t e r , the w e l l ' s been producing, i f 

you've kept adding the costs of the COPAS every year you 

get t o some f a i r l y high r a t e s at the time when the w e l l i s 

on the t a i l end of i t s productive l i v e . And as a r e s u l t , 

we tend t o not make s i g n i f i c a n t adjustments of our overhead 

r a t e s , because we're t r y i n g t o maximize the l i f e of those 

w e l l s a t the t a i l end. 

Q. Mr. M i l l e r , does Marbob Energy Corporation seek 

t o be the designated operator of the proposed w e l l ? 

A. Yes, s i r , they do. 

Q. Okay. Let me take you back t o E x h i b i t Number 4. 

I s E x h i b i t Number 4 an a f f i d a v i t and l e t t e r s g i v i n g n o t i c e 

t o Exxon of t h i s hearing? 

A. Yes, s i r , i t i s . 

Q. And does Marbob a n t i c i p a t e c a l l i n g a geologic 

witness t o review the t e c h n i c a l p o r t i o n of t h i s case? 

A. Someone more q u a l i f i e d than myself, yes, we are, 

s i r . 

Q. Okay. Mr. M i l l e r , were Marbob E x h i b i t s Numbers 1 

through 4 and E x h i b i t Number 12 prepared by you or f i l e d 

STEVEN T. BRENNER, CCR 
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under your d i r e c t i o n and supervision? 

A. Yes, s i r , they are. 

MR. OWEN: Mr. Examiner, I move the admission 

i n t o evidence of Marbob's E x h i b i t s Numbers 1 through 4 and 

12. 

EXAMINER CATANACH: E x h i b i t s 1 through 4 w i l l be 

admitted as evidence. 

Mr. Owen, j u s t f o r your i n f o r m a t i o n , on E x h i b i t 

Number 4, on my second page, I show the east h a l f of 

Section 16, which I believe i s the next case. You may want 

t o c o r r e c t t h a t . 

MR. OWEN: That's my e r r o r , Mr. Examiner, and I 

apologize. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. M i l l e r , I d i d n ' t see any correspondence back 

from Exxon. Did you guys get anything i n w r i t i n g from 

them? 

A. No, s i r , we d i d not. We've received nothing 

f o r m a l l y from them, outside of our telephone conversations 

w i t h Mr. Ke f f e r . 

Q. And you spoke t o Mr. Ke f f e r r i g h t around the time 

you sent the l e t t e r t o him, around l a t e January? 

A. I spoke t o him i n January. When I sent the 

l e t t e r t o Mr. Howell — I f i n a l l y got ahold of Mr. Howell, 
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and he d i r e c t e d me t o Mr. Ke f f e r . I then, based on 

v i s i t i n g w i t h him, sent the l e t t e r of January 24th. 

I then followed up a f t e r t h a t l e t t e r w i t h 

numerous phone c a l l s t o him t o see what the s t a t u s was, 

because since we have a farmout agreement, we have a time 

frame under our agreement t h a t we're t r y i n g t o meet and get 

t h i s w e l l d r i l l e d . And also we have c u r r e n t l y two FWA 

Peterson r i g s running on us, and we were t r y i n g t o f i g u r e 

out when we might schedule t h i s w e l l t o a c t u a l l y be 

d r i l l e d . 

My discussions i n l a t e January, e a r l y February, 

on the phone w i t h Mr. K e f f e r were when he b a s i c a l l y 

i n d i c a t e d t o me t h a t the chances — Well, i n the 

conversation before the 2 4th l e t t e r , he i n d i c a t e d t h a t he 

d i d n ' t t h i n k Exxon would p a r t i c i p a t e i n t h i s p r o j e c t . 

I n the conversations i n l a t e January, e a r l y 

February, h i s i n d i c a t i o n s were t h a t he d i d n ' t know t h a t 

they could do anything, based on t h e i r merger and FTC 

consents. And I guess — From what I gathered from him, 

they have a s p e c i a l group t h a t ' s i n Dallas, t h a t anything 

t h a t deals w i t h a Mobil lease has t o be processed through 

t h i s group, because i t has t o be reviewed as t o whether i t 

f a l l s i n t o something they can do under those consent 

decrees w i t h FTC. A very sad s i t u a t i o n , from what I can 

see. 
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EXAMINER CATANACH: Okay, I have nothing f u r t h e r . 

MR. OWEN: That's a l l I have of t h i s witness a t 

t h i s time, Mr. Examiner. 

EXAMINER CATANACH: Okay. 

MR. OWEN: I c a l l as my next witness i n t h i s 

matter Mr. Ma r t i n Joyce. 

Thank you, Mr. M i l l e r . 

MARTIN K. JOYCE, 

the witness h e r e i n , a f t e r having been f i r s t duly 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. OWEN: 

Q. Mr. Joyce, could you t e l l us your f u l l name and 

s p e l l your l a s t name? 

A. Yes, Ma r t i n K. Joyce, J-o-y-c-e. 

Q. And where do you l i v e ? 

A. I l i v e i n Roswell, New Mexico. 

Q. Who do you work for? 

A. Marbob Energy Corporation. 

Q. What do you do f o r Marbob? 

A. I'm a g e o l o g i s t and computer systems an a l y s t 

t h e r e . 

Q. Mr. Joyce, have you p r e v i o u s l y t e s t i f i e d before 

t h i s D i v i s i o n or one of i t s Examiners and had your 

c r e d e n t i a l s as a petroleum g e o l o g i s t accepted and made a 

STEVEN T. BRENNER, CCR 
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matter of record? 

A. Yes, I have. 

Q. Can you give us a b r i e f synopsis of your 

educational background? 

A. I have a BS i n biology from Baker U n i v e r s i t y i n 

Baldwin, Kansas, a BS i n geology from the U n i v e r s i t y of 

Wyoming i n Laramie, and I completed a l l my graduate course 

work towards an MS i n geology from Texas Tech. 

Q. And could you also give us a b r i e f summary of 

your work experience as a petroleum g e o l o g i s t ? 

A. I have e i g h t - p l u s years mudlogging and w e l l s i t e 

c o n s u l t i n g , both as an independent and f o r v a r i o u s 

companies throughout the Rocky Mountains and Permian Basin. 

I have a year w i t h a geophysical sales and data a c q u i s i t i o n 

company out of Tulsa c a l l e d Geodata. I have two years p a r t 

time w i t h AA Productions, Lubbock, Texas, working t i g h t gas 

sands i n the Piceance Basin i n Colorado. 

I have a year w i t h Occidental I n t e r n a t i o n a l 

Petroleum i n B a k e r s f i e l d , C a l i f o r n i a , as an e n t r y - l e v e l 

g e o l o g i s t , and I d i d some w e l l s i t e geology i n Russia. I 

ran my own company, Marjoy, Inc., f o r a year and a h a l f . I 

d i d PC and g e o l o g i c a l c o n s u l t i n g out of Roswell. 

And the l a s t two and a h a l f years I've been 

employed by Marbob as a g e o l o g i s t and computer a n a l y s t . 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

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 

18 

this case? 

A. Yes, I am. 

Q. And have you made a geologic study of the area 

which i s the subject of t h i s A p p l i c a t i o n ? 

A. Yes, I have. 

Q. Are you prepared t o share the r e s u l t s o f t h a t 

study w i t h the Examiner? 

A. Yes. 

MR. OWEN: Mr. Examiner, I tender Mr. Joyce as an 

expert witness i n petroleum geology. 

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

Q. (By Mr. Owen) Mr. Joyce, have you prepared 

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

A. Yes, I have. 

Q. Why don't we t u r n t o Marbob E x h i b i t Number 5. 

Can you t e l l us what's r e f l e c t e d on t h a t e x h i b i t , please? 

A. That's a r e g i o n a l look a t our prospect, j u s t 

showing the l o c a l e x p l o r a t i o n and e x p l o i t a t i o n a c t i v i t y . 

Y o u ' l l see a l l the black b a s k e t b a l l s . Those are mostly San 

Andres w e l l s t h a t are p a r t of the East Vacuum-San Andres 

U n i t . 

H i g h l i g h t e d i n yellow i s our south h a l f of the 

spacing u n i t w i t h the J a l State Com a t the 1900 from south, 

660 from east, l o c a t i o n . 

Q. A l l r i g h t . And i s E x h i b i t Number 6, i n f a c t , a 
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c l o s e r look a t t h a t area? 

A. Yeah, t h a t ' s — Six i s a blow-up of t h a t area. 

I t ' s a d e t a i l e d map i l l u s t r a t i n g production cumulatives, 

the producing formations, c u r r e n t w e l l s t a t u s , statuses of 

a l l the w e l l s on the map. And i t also shows a l o c a t i o n on 

the c r o s s - s e c t i o n t h a t ' s coming up here. 

I guess, notably, from our l o c a t i o n , you can see 

we're o f f s e t t o the east and west by 1.06- and 1.6-BCF 

Atoka w e l l s . South of us i n Section 22 i s a 6-BCF Atoka 

w e l l . That's the one i n the northeast q u a r t e r . 

And t o the n o r t h o f f s e t t i n g us, t h e r e are two 

f a i r l y r e c e n t l y d r i l l e d Concho w e l l s . The f i r s t , the 

Number 1-15, was d r i l l e d t o the M i s s i s s i p p i . No Atoka. 

They completed back up i n the Cisco zone where i t i s 

c u r r e n t l y producing. 

The second w e l l , the Shoe Bar South Number 2, i s 

a brand-new w e l l t h a t the logs are s t i l l i n a t i g h t - h o l d 

s t a t u s . There's r e a l l y nothing f i l e d . There's been a 

completion f i l e d w i t h the OCD but no f i g u r e s , no r a t e s . 

That w e l l i s p a r t of the Vacuum-Atoka-Morrow North f i e l d , 

and i t ' s rumored t o be producing from, a c t u a l l y , the Morrow 

format i o n . We don't know a l o t about t h a t w e l l . 

Q. A l l r i g h t , and your cross-section l i n e t h a t ' s 

drawn on E x h i b i t Number 6, does t h a t i n d i c a t e the cross-

s e c t i o n which comprises t h i s Marbob E x h i b i t Number 7? 
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A. That's c o r r e c t . 

Q. Why don't you review the data on t h a t cross-

s e c t i o n f o r the Examiner, please? 

A. This i s a west-to-east s t r a t i g r a p h i c cross-

s e c t i o n t h a t I hung on top of — j u s t a massive Atoka shale 

w i t h a l i t t l e clean carbonate marker on i t . B a s i c a l l y , i t 

shows a l l the mappable horizons i n t h i s area. And y o u ' l l 

have t o hunt f o r them, but there are also p e r f s i n d i c a t e d 

i n some of the producing w e l l s . There's both Atoka and the 

Concho E x p l o r a t i o n w e l l , the south Shoe Bar State Com 

Number 1, there was a M i s s i s s i p p i a n attempt i n i t t h a t 

f a i l e d , and they completed back up i n t h a t Pennsylvanian 

zone. 

Let's see, i f y o u ' l l look a t the Atoka, the Atoka 

pay i n t e r v a l , j u s t n o t i c e the discontinuous nature of these 

sands. They come and go p r e t t y q u i c k l y . They're mappable, 

but as you can see i l l u s t r a t e d by the c r o s s - s e c t i o n , they 

do come and go p r e t t y r a p i d l y . 

Q. A l l r i g h t . Why don't we go ahead and t u r n t o 

Marbob E x h i b i t Number 8? Why don't you t e l l us about t h a t 

e x h i b i t , please? 

A. E x h i b i t 8 i s a s t r u c t u r e contour on top of the 

Atoka shale, a p r e t t y simple s t r u c t u r e . You b a s i c a l l y have 

northeast d i p a t approximately two degrees or 2 00 f e e t per 

mi l e . And mapped a t t h i s scale, there's r e a l l y no 
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s t r u c t u r i n g evident. 

Q. Okay, so s t r u c t u r e i s not a s i g n i f i c a n t f a c t o r i n 

d r i l l i n g t h i s well? 

A. No. 

Q. Okay, l e t ' s go ahead and t u r n t o your isopach, 

E x h i b i t Number 9, please. 

A. Okay, Number 9 i s an isopach from the top of the 

Atoka shale t o the top of the M i s s i s s i p p i a n , b a s i c a l l y 

i l l u s t r a t i n g a t h i c k developing i n the n o r t h - n o r t h w e s t - t o -

south-southeast t r e n d . These t h i c k s can be i n d i c a t i v e of 

developing channel systems or some f a u l t - r e l a t e d subsidence 

systems. 

Q. And does E x h i b i t Number 10, another isopach, 

a c t u a l l y i n d i c a t e the t h i c k t h a t you're shooting at? 

A. Again, an isopach, t h i s one from the top of the 

Atoka t o the top of the Morrow, i l l u s t r a t i n g a n i c e 

t h i c k e n i n g of t h a t Atoka-to-top-of-the-Morrow i n t e r v a l . 

Q. And i s t h a t your t a r g e t formation? 

A. The Atoka i s the primary t a r g e t a t t h i s w e l l . 

Q. And l e t ' s go ahead and take a quick look a t 

E x h i b i t Number 11. T e l l us why you brought t h a t today. 

A. Okay, t h a t ' s j u s t a gross sand isopach of the 

Atoka pay sands i n the area, b a s i c a l l y a n o r t h - s o u t h -

t r e n d i n g channel sand development. I guess one of the 

i n t e r e s t i n g t h i n g s about i t i s t h a t the mapped t h i c k s are 
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not necessarily in agreement with cumulative production in 

the area, and t h a t may j u s t be i n d i c a t i v e of some k i n d of 

r e s e r v o i r problems. 

Q. Now, based on your cross-section and the mapping 

t h a t you've done, are you prepared t o make a recommendation 

t o the Examiner as t o the r i s k penalty t h a t should be 

assessed against the nonconsenting i n t e r e s t owners t o t h i s 

w e l l? 

A. Yes, 200 percent. 

Q. Did you say 200 percent? 

A. Two hundred percent, yes. 

Q. Okay. And what do you base t h a t recommendation 

on? 

A. Well, on three f a c t o r s . F i r s t , an i n d u s t r y 

standard. The second, the g e o l o g i c a l r i s k t o t h i s 

p a r t i c u l a r prospect. We're looking a t sand t h a t may or may 

not be present. The sand q u a l i t y i t s e l f , t h e r e may be some 

p e r m e a b i l i t y and p o r o s i t y problems here. And t h i r d l y i s 

more of an engineering deal. We may r i s k some d e p l e t i o n 

from the nearby o f f s e t s . 

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

back t o E x h i b i t 6, i n t h a t l a s t square-mile area t h e r e are 

b a s i c a l l y 12 deep penetrations. Three of those are j u s t 

f l a t - o u t dry holes. One w e l l cum'd 6.3 BCF, one w e l l cum'd 

2.6 BCF, two w e l l s cum'd from 1 t o 1.5 BCF, the f o u r w e l l s 

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 

23 

t h a t made less than .5 BCF. The new w e l l , l i k e I s a i d , we 

don't know much about i t . 

So based on those j u s t pure — these pure 

s t a t i s t i c s here, o v e r a l l I ' d say there's a 16-percent 

chance of d r i l l i n g a w e l l t h a t we have a moderate t o high 

NROI on. 

Q. Pardon me, d i d you say 16.16 percent — ? 

A. A 16-percent chance of making a moderate t o very 

good w e l l . 

Q. So I guess i t f o l l o w s t h a t t here i s a good chance 

t h a t y o u ' l l d r i l l a w e l l a t the proposed l o c a t i o n t h a t w i l l 

not be a commercial success; i s t h a t accurate? 

A. That's accurate. There's about a 60-percent 

chance of t h i s w e l l not being an economic success. 

Q. Okay. I s there anything you wish t o add t o your 

presentation? 

A. No. 

Q. Okay. Mr. Joyce, i n your opin i o n w i l l g r a n t i n g 

t h i s A p p l i c a t i o n be i n the i n t e r e s t s of conservation, the 

prev e n t i o n of waste and the p r o t e c t i o n of c o r r e l a t i v e 

r i g h t s ? 

A. Yes. 

Q. Mr. Joyce, were Marbob E x h i b i t s 5 through 11 

prepared by you or compiled under your d i r e c t i o n ? 

A. Yes, they were. 
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MR. OWEN: Mr. Examiner, I move the admission of 

E x h i b i t s 5 through 11, and i t ' s my r e c o l l e c t i o n t h a t 12 was 

not admitted; I move the admission of t h a t e x h i b i t as w e l l 

a t t h i s time. 

EXAMINER CATANACH: E x h i b i t s 5 through 12 w i l l be 

admitted as evidence. 

MR. OWEN: I have nothing f u r t h e r of t h i s witness 

a t t h i s time. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Joyce, the w e l l t h a t ' s c u r r e n t l y i n the south 

h a l f of Section 15, the Shoe Bar State Com Number 1 — 

A. Yes, s i r . 

Q. — t h a t i s an Atoka producer? 

A. I t i n i t i a l l y was an Atoka producer. The w e l l was 

sold t o another operating company and they plugged back, 

and they're producing out of an upper Penn zone. 

Q. The cum t h a t you show on t h a t w e l l , i s t h a t Atoka 

or upper Penn? 

A. The gas cum i s — the 1.6 B was made out of the 

Atoka. The Penn, so f a r , has made 14,000 b a r r e l s of o i l 

and 24 m i l l i o n cubic f e e t of gas. 

I b e l i e v e the w e l l i s probably — t h a t zone has 

been produced less than two years. I'm not e x a c t l y sure. 

Q. The w e l l t o the nor t h i n — I'm so r r y , the — 
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yeah, the South Shoe Bar State Com Number 1-15, i s i t your 

testimony t h a t encountered no Atoka-Morrow i n t e r v a l ? 

A. That — The log i s there. Apparently there's no 

sand t h e r e . And I — The way the completion was f i l e d , i t 

was f i l e d as — i t shows up i n the ONGARD system as an 

Atoka-Morrow completion, and the p e r f s t h a t are l i s t e d w i t h 

the OCD records, t o me i t ' s a pure M i s s i s s i p p i a n 

completion. The p e r f s t h a t are reported are down i n the 

M i s s i s s i p p i a n . And they're also i l l u s t r a t e d by cross-

s e c t i o n . 

But there was no Atoka sand. They t r i e d a zone 

— i t ' s on up a t the very top of the Atoka, and I don't — 

I b e l i e v e — I don't have a mudlog. I t appears t o be some 

k i n d of a carbonate, but they've shot some p e r f o r a t i o n s and 

a c i d i z e d the zone. I t made a l i t t l e b i t of gas, but they 

abandoned i t . That zone i s not covered by t h i s crossover 

s e c t i o n . 

I n t h i s area — A c t u a l l y , t h i s Lea County area, 

the Atoka pay i s , as f a r as I know, near l y 100 percent 

confined t o t h i s sand i n t e r v a l down here i n t h i s 12,200-

f o o t range down here at the base of t h i s shale. There's 

been various completions t r i e d i n the upper p a r t of the 

Atoka, but most are non-economic. 

Q. Well, i s the r e , i n f a c t , Morrow pr o d u c t i o n i n 

t h i s area, or i s i t a l l Atoka? 
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A. As f a r as I know, i t ' s a l l Atoka. The Shoe Bar 

South, the Concho w e l l , the Number 2, i s rumored t o be i n a 

Morrow zone. That l o g w i l l be released the middle p a r t of 

next month; w e ' l l know then. 

Q. But you a n t i c i p a t e h i t t i n g a t l e a s t 2 0 f e e t of 

sand there? 

A. Well, t h a t ' s our hope. 

EXAMINER CATANACH: Okay, I have no t h i n g f u r t h e r , 

Mr. Owen. 

MR. OWEN: That concludes my p r e s e n t a t i o n i n t h i s 

case, Mr. Examiner. 

EXAMINER CATANACH: Okay. There being nothing 

f u r t h e r i n t h i s case, Case 12,358 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

10:30 a.m.) 

* * * 

H.h.reay certify that the f o r c i n g 

txan,incr Tft^^ 
heard' 

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



27 

CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SANTA FE ) 

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

and Notary Public, HEREBY CERTIFY t h a t the f o r e g o i n g 

t r a n s c r i p t of proceedings before the O i l Conservation 

D i v i s i o n was reported by me; t h a t I t r a n s c r i b e d my notes; 

and t h a t the foregoing i s a t r u e and accurate record of the 

proceedings. 

I FURTHER CERTIFY t h a t I am not a r e l a t i v e or 

employee of any of the p a r t i e s or attorneys i n v o l v e d i n 

t h i s matter and t h a t I have no personal i n t e r e s t i n the 

f i n a l d i s p o s i t i o n of t h i s matter. 

WITNESS MY HAND AND SEAL March 2 0th, 2 000. 

STEVEN T. BRENNER 
CCR No. 7 

My commission expires: October 14, 2 002 

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



1 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:56 a.m.: 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l Case 

12,358, which i s the A p p l i c a t i o n of Marbob Energy 

Corporation f o r compulsory p o o l i n g , Lea County, New Mexico. 

C a l l f o r appearances i n t h i s case. 

MR. CARR: Paul R. Owen of the Santa Fe law f i r m 

of Campbell, Carr, Berge and Sheridan, appearing on behalf 

of the A p p l i c a n t , Marbob Energy Corporation. I have two 

witnesses i n t h i s matter. 

EXAMINER CATANACH: C a l l f o r a d d i t i o n a l 

appearances. 

Okay, w i l l the two witnesses please stand t o be 

sworn in? 

(Thereupon, the witnesses were sworn.) 

MR. OWEN: Mr. Examiner, I c a l l as my f i r s t 

witness i n t h i s matter Mr. Raye M i l l e r . 

RAYE P. MILLER. 

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. OWEN: 

Q. Mr. M i l l e r , could you please t e l l us your f u l l 

name and s p e l l your f i r s t name f o r the record? 

A. Yeah, my name i s Raye, middle i n i t i a l P., M i l l e r . 

STEVEN T. BRENNER, CCR 
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I t ' s s p e l l e d R-a-y-e. 

Q. Mr. M i l l e r , where do you l i v e ? 

A. I res i d e i n A r t e s i a , New Mexico. 

Q. For whom do you work? 

A. I'm employed by Marbob Energy Corporation. 

Q. What do you do f o r Marbob? 

A. That's an i n t e r e s t i n g question. Quite a b i t of 

o i l and gas type of work. 

Q. Have you pr e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n ? 

A. Yes, s i r , I have. 

Q. And a t the time of t h a t testimony were your 

c r e d e n t i a l s as an expert i n petroleum land matters accepted 

and made a matter of record? 

A. No, I was a c t u a l l y q u a l i f i e d as a p r a c t i c a l 

oilman. 

Q. And are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d 

i n t h i s case? 

A. Yes, s i r , I am. 

Q. Are you f a m i l i a r w i t h the s t a t u s of the lands i n 

the s u bject area? 

A. Yes, I am. 

MR. OWEN: Mr. Examiner, I tender Mr. M i l l e r as 

an expert witness as a p r a c t i c a l oilman. 

EXAMINER CATANACH: Mr. M i l l e r i s so q u a l i f i e d . 

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 

6 

Q. (By Mr. Owen) Mr. M i l l e r , would you t e l l us what 

Marbob seeks w i t h t h i s A p p l ication? 

A. B a s i c a l l y what we're seeking i s an order p o o l i n g 

a l l the minerals from the base of the Atoka f o r m a t i o n t o 

the base of the Morrow formation i n the south h a l f of 

Section 15 of Township 17 South, Range 3 5 East. We're 

asking t h a t i t be dedicated t o our Giles State Com Number 

1, t o be d r i l l e d a t a standard l o c a t i o n 1900 f e e t from the 

south — t h a t ' s 19, zero, zero — and 660 from the east of 

sa i d Section 15 of 17-35. 

Q. Mr. M i l l e r , have you prepared c e r t a i n e x h i b i t s 

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

A. Yes, s i r , I have. 

Q. Why don't we t u r n t o Marbob E x h i b i t Number 1. 

Can you t e l l us why you prepared t h i s e x h i b i t and the 

s i g n i f i c a n c e of i t ? 

A. B a s i c a l l y , E x h i b i t Number 1 shows the p r o r a t i o n 

u n i t , the spacing, i t shows the red dot as the proposed 

w e l l l o c a t i o n . A f t e r I got through doing some of these — 

I hope t h a t nobody's c o l o r b l i n d , because before we get 

through, I used a l o t of d i f f e r e n t c o l o r s . 

I t also shows general ownership i n the area. I t 

winds up, t h i s i s a t a k e o f f of a Midland Map Company lease 

mineral map. 

Q. And i s the area shown t h e r e , i n f a c t , Section 15, 

STEVEN T. BRENNER, CCR 
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Township 17 South, Range 35 East? 

A. Yes, i t i s . 

Q. And the surrounding acreage? 

A. Yes. 

Q. What's the primary o b j e c t i v e of t h i s w e l l ? 

A. The primary o b j e c t i v e of the proposed w e l l i s the 

Atoka-Morrow, and t h a t ' s contained i n what's designated the 

Vacuum-Atoka-Morrow North Gas Pool. 

Q. Okay. While E x h i b i t Number 1 contains k i n d of a 

summary of the l i s t i n g of owners, does E x h i b i t Number 2, i n 

f a c t , c o n t a i n an ownership breakdown of the acreage? 

A. Yes, s i r . E x h i b i t Number 2 a c t u a l l y i s the 

survey p l a t t h a t was prepared by John West Engineering, and 

i t gives us — or I have added i n f o r m a t i o n which shows the 

ownership breakdown, south h a l f of Section 15. 

We wind up, as f a r as the Atoka f o r m a t i o n i n the 

orange-shaded area there, we have 100 percent of the 

r i g h t s , we have those r i g h t s on a farmout agreement from 

several p a r t i e s . There i s one 40-acre t r a c t , being the 

southeast southwest, which we only own below 11,076 f e e t , 

but the Atoka-Morrow i s below t h a t depth, or we would have 

r i g h t s only below t h a t depth. 

And the green-shaded area, the east h a l f of the 

southeast, Marbob c o n t r o l s 100 percent of the r i g h t s from 

the surface t o the base of the Atoka formation. Exxon 
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Mobil Production Company owns the r i g h t s below the base of 

the Atoka, which, i n t h i s case we're l o o k i n g a t , would be 

the Morrow formation. There are two separate s t a t e leases, 

they're i d e n t i f i e d , the orange being E-7567 and the green 

being B-2735. 

Q. And i s Exxon the company t h a t has not committed 

i t s i n t e r e s t t o t h i s well? 

A. That's c o r r e c t . The other i n t e r e s t i s a l l 

v o l u n t a r i l y committed t o the w e l l . The only i n t e r e s t t h a t 

has not been committed i s the ownership by Exxon i n the 

east h a l f of the southeast, as t o the Morrow f o r m a t i o n . 

Q. Okay. And what e f f o r t s have you made t o attempt 

t o o b t a i n Exxon's v o l u n t a r y j o i n d e r ? 

A. We sent — Or a t l e a s t my f i r s t c ontact was a 

l e t t e r which was sent t o Charlie Howell on January 18th of 

t h i s year. There i s then a subsequent fo l l o w - u p l e t t e r 

t h a t was sent t o Paul K e f f e r , also w i t h Exxon Mobil 

Production Company on January 24th. 

I t winds up being a t h i n g where th e r e was a 

previous — or some previous discussions between one of the 

p a r t i e s t h a t we now have the i n t e r e s t farmed out, Branex, 

and those discussions were held p r i o r t o the January 18th. 

But our f i r s t contacts were the January 18th, and then the 

foll o w - u p of January 24th. 

I n discussion w i t h Mr. K e f f e r — because I 
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b e l i e v e he works f o r Mr. Howell, and t h i s would be h i s 

area; he handles southeast New Mexico f o r Exxon Mobil — 

Mr. K e f f e r i n d i c a t e d t h a t he f e l t t h a t i f t h e r e was — you 

know, t h a t Exxon Mobil would probably be i n t e r e s t e d i n 

working w i t h us on some type of p r o j e c t , whether i t be a 

term assignment or something. 

And so we asked — or we described e x a c t l y the 

circumstances around the f a c t t h a t they only had the Morrow 

r i g h t s and described a t what we were l o o k i n g a t t r y i n g t o 

do. And we fashioned our subsequent proposal l e t t e r t o him 

based around our conversations w i t h him as t o what he 

thought Exxon Mobil might be agreeable t o . 

I n follow-up conversations w i t h Mr. K e f f e r — of 

course he, l i k e a l l of us, sometimes you play q u i t e a b i t 

of phone ta g . But i n follow-up conversations, Mr. K e f f e r 

i n d i c a t e d t o me t h a t there was a problem i n the f a c t t h a t 

t h i s lease was a Mobil lease and t h a t because of some 

s p e c i a l concessions t h a t have been made i n the Mobil-Exxon 

merger w i t h the Federal Trade Commission, t h a t i t would 

have t o be processed through a separate l a y e r of channels 

i n s i d e t h e i r o r g a n i z a t i o n , could not go through the normal 

engineering, geologic department review f o r approval, and 

t h a t i t was q u i t e possible t h a t no deal could be done 

because of t h e i r concessions t o the FTC on t h e i r p a r t . 

Q. Mr. M i l l e r , are the l e t t e r s between you and Exxon 
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Mobil contained i n Marbob E x h i b i t Number 3? 

A. Yes, s i r , they are. 

Q. Now, has Exxon Mobil a c t u a l l y t o l d you t h a t they 

w i l l not j o i n i n the p r o j e c t , or i s i t more a matter of 

i n s t i t u t i o n a l problems w i t h i n t h e i r organization? 

A. They've advised us t h a t as f a r as a c t u a l l y 

g r a n t i n g a term assignment and a l l , t h a t they probably — 

may not be able t o do t h a t . They could j o i n . We have 

provided them w i t h an AFE. 

This p r o j e c t , because of the depth, the s i z e , the 

i n t e r e s t , i t doesn't seem t o f i t the Exxon Mobil c r i t e r i a , 

but c e r t a i n l y they do have t h a t o p p o r t u n i t y t o j o i n i f they 

so choose. 

Q. Do you a n t i c i p a t e r e c e i v i n g j o i n d e r from Exxon 

Mobil? 

A. No, s i r , I don't. 

Q. Based on your experience as a p r a c t i c a l oilman, 

have you made a go o d - f a i t h e f f o r t t o o b t a i n the v o l u n t a r y 

j o i n d e r of Exxon Mobil? 

A. Yes, s i r , and t h i s , I b e l i e v e , i s the f i r s t time 

we've ever been t o one of these type of hearings, and i f 

Mr. K e f f e r hadn't i n d i c a t e d t o me t h a t t h i s was probably 

the best r o u t e t h a t we could go i f we a c t u a l l y wanted t o 

d r i l l the w e l l , we probably wouldn't be here today. 

Q. Mr. M i l l e r , I want t o take an e x h i b i t out of 
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order here. The very last exhibit in the exhibit packet is 

an AFE marked as Marbob E x h i b i t Number 12. Would you 

please review t h a t e x h i b i t f o r the Examiner? 

A. I don't t h a t you gave me one of those, d i d you? 

Q. I t should be at the very bottom, one-page 

e x h i b i t . 

A. You d i d , b e t t e r than I thought. 

This AFE was prepared by Mr. Chandler i n our 

o f f i c e , and i t l i s t s out what we a n t i c i p a t e as our costs 

and casing programs and designs t h a t we have f o r t h i s w e l l . 

And we have r e c e n t l y d r i l l e d the Lusk U n i t Number 14 i n 

Section 19 of 19-32 t o a depth of 12,500, which would be 

very comparable t o t h i s . And we have, you know, other 

w e l l s t h a t we have d r i l l e d i n the l a s t few years t h a t 

helped become the basis of t h i s AFE t h a t we prepared. 

Q. What are the t o t a l s f o r dryhole and completed 

w e l l costs as r e f l e c t e d on t h a t e x h i b i t ? 

A. The t o t a l dryhole cost t h a t ' s i n d i c a t e d i s 

$583,095, and the t o t a l completed w e l l cost i s $933,566. 

Q. Based on your d r i l l i n g of other w e l l s i n the area 

and on your experience i n the area, are these costs i n l i n e 

w i t h what has been charged by other operators i n the area 

f o r s i m i l a r wells? 

A. Yes, s i r , our footage r a t e t h a t ' s shown t h e r e may 

be s l i g h t l y understated as t o what our a c t u a l w i l l be. 
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There's q u i t e a b i t of cu r r e n t increases being seen, or 

small increases being seen i n d r i l l i n g costs, but t h i s i s 

very comparable w i t h what the i n d u s t r y has done. 

Q. And Mr. M i l l e r , have you made an estimate of the 

overhead and a d m i n i s t r a t i v e costs w h i l e d r i l l i n g t h i s w e l l 

and w h i l e producing i t ? 

A. Yes, s i r , we are requesting a d r i l l i n g overhead 

r a t e of $54 00 a month, an operating overhead or monthly 

r a t e of $54 0 a month. We believe both of those numbers are 

below the l a t e s t Ernst and Young i n d u s t r y g u i d e l i n e s f o r 

w e l l s of t h i s depth i n southeast New Mexico. And we have 

v i s i t e d w i t h the p a r t i e s who farmed out our i n t e r e s t s from 

t o see i f those r a t e s were agreeable since they do co n t a i n 

some back-ins a f t e r payout i f we are successful, and they 

have agreed t h a t they believe t h a t those r a t e s are 

appr o p r i a t e t o be charged under the JOA. 

Q. And do you recommend t h a t these f i g u r e s be 

incorpor a t e d i n t o any order which r e s u l t s from t h i s 

hearing? 

A. Yes, s i r , we would. 

Q. Now, i t ' s my understanding t h a t Marbob does not 

request t h a t these rates be increased i n accordance w i t h 

e s c a l a t i o n p r o v i s i o n s of COPAS accounting procedures; i s 

t h a t r i g h t ? 

A. I t winds up t h a t we're not requesting t h a t 
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increase, and i t ' s p r i m a r i l y because of the second case t o 

f o l l o w , but i t t y p i c a l l y i s not our s t y l e t o increase r a t e s 

w i t h the COPAS i n f l a t i o n i n d i c a t o r . 

I may be i n t r o u b l e w i t h some of my i n d u s t r y 

f r i e n d s , but what t y p i c a l l y happens i s , i f you're 

successful, 15 years l a t e r , the w e l l ' s been producing, i f 

you've kept adding the costs of the COPAS every year you 

get t o some f a i r l y high rates a t the time when the w e l l i s 

on the t a i l end of i t s productive l i v e . And as a r e s u l t , 

we tend t o not make s i g n i f i c a n t adjustments of our overhead 

r a t e s , because we're t r y i n g t o maximize the l i f e of those 

w e l l s a t the t a i l end. 

Q. Mr. M i l l e r , does Marbob Energy Corporation seek 

t o be the designated operator of the proposed w e l l ? 

A. Yes, s i r , they do. 

Q. Okay. Let me take you back t o E x h i b i t Number 4. 

I s E x h i b i t Number 4 an a f f i d a v i t and l e t t e r s g i v i n g n o t i c e 

t o Exxon of t h i s hearing? 

A. Yes, s i r , i t i s . 

Q. And does Marbob a n t i c i p a t e c a l l i n g a geologic 

witness t o review the t e c h n i c a l p o r t i o n of t h i s case? 

A. Someone more q u a l i f i e d than myself, yes, we are, 

s i r . 

Q. Okay. Mr. M i l l e r , were Marbob E x h i b i t s Numbers 1 

through 4 and E x h i b i t Number 12 prepared by you or f i l e d 
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under your d i r e c t i o n and supervision? 

A. Yes, s i r , they are. 

MR. OWEN: Mr. Examiner, I move the admission 

i n t o evidence of Marbob's E x h i b i t s Numbers 1 through 4 and 

12. 

EXAMINER CATANACH: E x h i b i t s 1 through 4 w i l l be 

admitted as evidence. 

Mr. Owen, j u s t f o r your i n f o r m a t i o n , on E x h i b i t 

Number 4, on my second page, I show the east h a l f of 

Section 16, which I believe i s the next case. You may want 

t o c o r r e c t t h a t . 

MR. OWEN: That's my e r r o r , Mr. Examiner, and I 

apologize. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. M i l l e r , I d i d n ' t see any correspondence back 

from Exxon. Did you guys get anything i n w r i t i n g from 

them? 

A. No, s i r , we d i d not. We've received nothing 

f o r m a l l y from them, outside of our telephone conversations 

w i t h Mr. K e f f e r . 

Q. And you spoke t o Mr. Ke f f e r r i g h t around the time 

you sent the l e t t e r t o him, around l a t e January? 

A. I spoke t o him i n January. When I sent the 

l e t t e r t o Mr. Howell — I f i n a l l y got ahold of Mr. Howell, 
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and he d i r e c t e d me t o Mr. K e f f e r . I then, based on 

v i s i t i n g w i t h him, sent the l e t t e r of January 24th. 

I then followed up a f t e r t h a t l e t t e r w i t h 

numerous phone c a l l s t o him t o see what the s t a t u s was, 

because since we have a farmout agreement, we have a time 

frame under our agreement t h a t we're t r y i n g t o meet and get 

t h i s w e l l d r i l l e d . And also we have c u r r e n t l y two FWA 

Peterson r i g s running on us, and we were t r y i n g t o f i g u r e 

out when we might schedule t h i s w e l l t o a c t u a l l y be 

d r i l l e d . 

My discussions i n l a t e January, e a r l y February, 

on the phone w i t h Mr. Keffe r were when he b a s i c a l l y 

i n d i c a t e d t o me t h a t the chances — Well, i n the 

conversation before the 24th l e t t e r , he i n d i c a t e d t h a t he 

d i d n ' t t h i n k Exxon would p a r t i c i p a t e i n t h i s p r o j e c t . 

I n the conversations i n l a t e January, e a r l y 

February, h i s i n d i c a t i o n s were t h a t he d i d n ' t know t h a t 

they could do anything, based on t h e i r merger and FTC 

consents. And I guess — From what I gathered from him, 

they have a s p e c i a l group t h a t ' s i n Dallas, t h a t anything 

t h a t deals w i t h a Mobil lease has t o be processed through 

t h i s group, because i t has t o be reviewed as t o whether i t 

f a l l s i n t o something they can do under those consent 

decrees w i t h FTC. A very sad s i t u a t i o n , from what I can 

see. 
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EXAMINER CATANACH: Okay, I have nothing further. 

MR. OWEN: That's a l l I have of t h i s witness a t 

t h i s time, Mr. Examiner. 

EXAMINER CATANACH: Okay. 

MR. OWEN: I c a l l as my next witness i n t h i s 

matter Mr. Mar t i n Joyce. 

Thank you, Mr. M i l l e r . 

MARTIN K. JOYCE, 

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. OWEN: 

Q. Mr. Joyce, could you t e l l us your f u l l name and 

s p e l l your l a s t name? 

A. Yes, Martin K. Joyce, J-o-y-c-e. 

Q. And where do you l i v e ? 

A. I l i v e i n Roswell, New Mexico. 

Q. Who do you work for? 

A. Marbob Energy Corporation. 

Q. What do you do f o r Marbob? 

A. I'm a ge o l o g i s t and computer systems a n a l y s t 

t h e r e . 

Q. Mr. Joyce, have you p r e v i o u s l y t e s t i f i e d before 

t h i s D i v i s i o n or one of i t s Examiners and had your 

c r e d e n t i a l s as a petroleum g e o l o g i s t accepted and made a 
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matter of record? 

A. Yes, I have. 

Q. Can you give us a b r i e f synopsis of your 

educational background? 

A. I have a BS i n biology from Baker U n i v e r s i t y i n 

Baldwin, Kansas, a BS i n geology from the U n i v e r s i t y of 

Wyoming i n Laramie, and I completed a l l my graduate course 

work towards an MS i n geology from Texas Tech. 

Q. And could you also give us a b r i e f summary of 

your work experience as a petroleum ge o l o g i s t ? 

A. I have e i g h t - p l u s years mudlogging and w e l l s i t e 

c o n s u l t i n g , both as an independent and f o r v a r i o u s 

companies throughout the Rocky Mountains and Permian Basin. 

I have a year w i t h a geophysical sales and data a c q u i s i t i o n 

company out of Tulsa c a l l e d Geodata. I have two years p a r t 

time w i t h AA Productions, Lubbock, Texas, working t i g h t gas 

sands i n the Piceance Basin i n Colorado. 

I have a year w i t h Occidental I n t e r n a t i o n a l 

Petroleum i n B a k e r s f i e l d , C a l i f o r n i a , as an e n t r y - l e v e l 

g e o l o g i s t , and I d i d some w e l l s i t e geology i n Russia. I 

ran my own company, Marjoy, Inc., f o r a year and a h a l f . I 

d i d PC and g e o l o g i c a l c o n s u l t i n g out of Roswell. 

And the l a s t two and a h a l f years I've been 

employed by Marbob as a g e o l o g i s t and computer a n a l y s t . 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 
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t h i s case? 

A. Yes, I am. 

Q. And have you made a geologic study of the area 

which i s the subject of t h i s A p p l i c a t i o n ? 

A. Yes, I have. 

Q. Are you prepared t o share the r e s u l t s of t h a t 

study w i t h the Examiner? 

A. Yes. 

MR. OWEN: Mr. Examiner, I tender Mr. Joyce as an 

expert witness i n petroleum geology. 

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

Q. (By Mr. Owen) Mr. Joyce, have you prepared 

c e r t a i n e x h i b i t s f o r presentation i n t h i s case? 

A. Yes, I have. 

Q. Why don't we t u r n t o Marbob E x h i b i t Number 5. 

Can you t e l l us what's r e f l e c t e d on t h a t e x h i b i t , please? 

A. That's a r e g i o n a l look a t our prospect, j u s t 

showing the l o c a l e x p l o r a t i o n and e x p l o i t a t i o n a c t i v i t y . 

Y o u ' l l see a l l the black b a s k e t b a l l s . Those are mostly San 

Andres w e l l s t h a t are p a r t of the East Vacuum-San Andres 

U n i t . 

H i g h l i g h t e d i n yellow i s our south h a l f of the 

spacing u n i t w i t h the J a l State Com a t the 1900 from south, 

660 from east, l o c a t i o n . 

Q. A l l r i g h t . And i s E x h i b i t Number 6, i n f a c t , a 
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closer look at that area? 
A. Yeah, t h a t ' s — Six i s a blow-up of t h a t area. 

I t ' s a d e t a i l e d map i l l u s t r a t i n g p r oduction cumulatives, 

the producing formations, c u r r e n t w e l l s t a t u s , statuses of 

a l l the w e l l s on the map. And i t also shows a l o c a t i o n on 

the cross-section t h a t ' s coming up here. 

I guess, notably, from our l o c a t i o n , you can see 

we're o f f s e t t o the east and west by 1.06- and 1.6-BCF 

Atoka w e l l s . South of us i n Section 22 i s a 6-BCF Atoka 

w e l l . That's the one i n the northeast q u a r t e r . 

And t o the n o r t h o f f s e t t i n g us, t h e r e are two 

f a i r l y r e c e n t l y d r i l l e d Concho w e l l s . The f i r s t , the 

Number 1-15, was d r i l l e d t o the M i s s i s s i p p i . No Atoka. 

They completed back up i n the Cisco zone where i t i s 

c u r r e n t l y producing. 

The second w e l l , the Shoe Bar South Number 2, i s 

a brand-new w e l l t h a t the logs are s t i l l i n a t i g h t - h o l d 

s t a t u s . There's r e a l l y nothing f i l e d . There's been a 

completion f i l e d w i t h the OCD but no f i g u r e s , no r a t e s . 

That w e l l i s p a r t of the Vacuum-Atoka-Morrow North f i e l d , 

and i t ' s rumored t o be producing from, a c t u a l l y , the Morrow 

format i o n . We don't know a l o t about t h a t w e l l . 

Q. A l l r i g h t , and your cross-section l i n e t h a t ' s 

drawn on E x h i b i t Number 6, does t h a t i n d i c a t e the cross-

s e c t i o n which comprises t h i s Marbob E x h i b i t Number 7? 
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A. That's c o r r e c t . 

Q. Why don't you review the data on t h a t cross-

s e c t i o n f o r the Examiner, please? 

A. This i s a west-to-east s t r a t i g r a p h i c cross-

s e c t i o n t h a t I hung on top of — j u s t a massive Atoka shale 

w i t h a l i t t l e clean carbonate marker on i t . B a s i c a l l y , i t 

shows a l l the mappable horizons i n t h i s area. And y o u ' l l 

have t o hunt f o r them, but there are also p e r f s i n d i c a t e d 

i n some of the producing w e l l s . There's both Atoka and the 

Concho E x p l o r a t i o n w e l l , the south Shoe Bar State Com 

Number 1, there was a M i s s i s s i p p i a n attempt i n i t t h a t 

f a i l e d , and they completed back up i n t h a t Pennsylvanian 

zone. 

Let's see, i f y o u ' l l look a t the Atoka, the Atoka 

pay i n t e r v a l , j u s t n o t i c e the discontinuous nature of these 

sands. They come and go p r e t t y q u i c k l y . They're mappable, 

but as you can see i l l u s t r a t e d by the c r o s s - s e c t i o n , they 

do come and go p r e t t y r a p i d l y . 

Q. A l l r i g h t . Why don't we go ahead and t u r n t o 

Marbob E x h i b i t Number 8? Why don't you t e l l us about t h a t 

e x h i b i t , please? 

A. E x h i b i t 8 i s a s t r u c t u r e contour on top of the 

Atoka shale, a p r e t t y simple s t r u c t u r e . You b a s i c a l l y have 

northeast d i p a t approximately two degrees or 2 00 f e e t per 

mi l e . And mapped at t h i s scale, there's r e a l l y no 
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s t r u c t u r i n g evident. 

Q. Okay, so s t r u c t u r e i s not a s i g n i f i c a n t f a c t o r i n 

d r i l l i n g t h i s well? 

A. No. 

Q. Okay, l e t ' s go ahead and t u r n t o your isopach, 

E x h i b i t Number 9, please. 

A. Okay, Number 9 i s an isopach from the top of the 

Atoka shale t o the top of the M i s s i s s i p p i a n , b a s i c a l l y 

i l l u s t r a t i n g a t h i c k developing i n the n o r t h - n o r t h w e s t - t o -

south-southeast t r e n d . These t h i c k s can be i n d i c a t i v e of 

developing channel systems or some f a u l t - r e l a t e d subsidence 

systems. 

Q. And does E x h i b i t Number 10, another isopach, 

a c t u a l l y i n d i c a t e the t h i c k t h a t you're shooting at? 

A. Again, an isopach, t h i s one from the top of the 

Atoka t o the top of the Morrow, i l l u s t r a t i n g a nice 

t h i c k e n i n g of t h a t Atoka-to-top-of-the-Morrow i n t e r v a l . 

Q. And i s t h a t your t a r g e t formation? 

A. The Atoka i s the primary t a r g e t a t t h i s w e l l . 

Q. And l e t ' s go ahead and take a quick look a t 

E x h i b i t Number 11. T e l l us why you brought t h a t today. 

A. Okay, t h a t ' s j u s t a gross sand isopach of the 

Atoka pay sands i n the area, b a s i c a l l y a north-south-

t r e n d i n g channel sand development. I guess one of the 

i n t e r e s t i n g t h i n g s about i t i s t h a t the mapped t h i c k s are 
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not n e c e s s a r i l y i n agreement w i t h cumulative p r o d u c t i o n i n 

the area, and t h a t may j u s t be i n d i c a t i v e of some k i n d of 

r e s e r v o i r problems. 

Q. Now, based on your cross-section and the mapping 

t h a t you've done, are you prepared t o make a recommendation 

t o the Examiner as t o the r i s k penalty t h a t should be 

assessed against the nonconsenting i n t e r e s t owners t o t h i s 

w e l l ? 

A. Yes, 2 00 percent. 

Q. Did you say 2 00 percent? 

A. Two hundred percent, yes. 

Q. Okay. And what do you base t h a t recommendation 

on? 

A. Well, on three f a c t o r s . F i r s t , an i n d u s t r y 

standard. The second, the g e o l o g i c a l r i s k t o t h i s 

p a r t i c u l a r prospect. We're looking a t sand t h a t may or may 

not be present. The sand q u a l i t y i t s e l f , t h e r e may be some 

p e r m e a b i l i t y and p o r o s i t y problems here. And t h i r d l y i s 

more of an engineering deal. We may r i s k some d e p l e t i o n 

from the nearby o f f s e t s . 

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

back t o E x h i b i t 6, i n t h a t l a s t square-mile area t h e r e are 

b a s i c a l l y 12 deep penetrations. Three of those are j u s t 

f l a t - o u t dry holes. One w e l l cum'd 6.3 BCF, one w e l l cum'd 

2.6 BCF, two w e l l s cum'd from 1 t o 1.5 BCF, the f o u r w e l l s 
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that made less than .5 BCF. The new well, like I said, we 
don 11 know much about i t . 

So based on those j u s t pure — these pure 

s t a t i s t i c s here, o v e r a l l I ' d say there's a 16-percent 

chance of d r i l l i n g a w e l l t h a t we have a moderate t o high 

NROI on. 

Q. Pardon me, d i d you say 16.16 percent — ? 

A. A 16-percent chance of making a moderate t o very 

good w e l l . 

Q. So I guess i t f o l l o w s t h a t there i s a good chance 

t h a t y o u ' l l d r i l l a w e l l a t the proposed l o c a t i o n t h a t w i l l 

not be a commercial success; i s t h a t accurate? 

A. That's accurate. There's about a 60-percent 

chance of t h i s w e l l not being an economic success. 

Q. Okay. I s there anything you wish t o add t o your 

presentation? 

A. No. 

Q. Okay. Mr. Joyce, i n your opini o n w i l l g r a n t i n g 

t h i s A p p l i c a t i o n be i n the i n t e r e s t s of conservation, the 

prevention of waste and the p r o t e c t i o n of c o r r e l a t i v e 

r i g h t s ? 

A. Yes. 

Q. Mr. Joyce, were Marbob E x h i b i t s 5 through 11 

prepared by you or compiled under your d i r e c t i o n ? 

A. Yes, they were. 
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MR. OWEN: Mr. Examiner, I move the admission of 

E x h i b i t s 5 through 11, and i t ' s my r e c o l l e c t i o n t h a t 12 was 

not admitted; I move the admission of t h a t e x h i b i t as w e l l 

a t t h i s time. 

EXAMINER CATANACH: E x h i b i t s 5 through 12 w i l l be 

admitted as evidence. 

MR. OWEN: I have nothing f u r t h e r of t h i s witness 

a t t h i s time. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Joyce, the w e l l t h a t ' s c u r r e n t l y i n the south 

h a l f of Section 15, the Shoe Bar State Com Number 1 — 

A. Yes, s i r . 

Q. — t h a t i s an Atoka producer? 

A. I t i n i t i a l l y was an Atoka producer. The w e l l was 

sold t o another operating company and they plugged back, 

and they're producing out of an upper Penn zone. 

Q. The cum t h a t you show on t h a t w e l l , i s t h a t Atoka 

or upper Penn? 

A. The gas cum i s — the 1.6 B was made out of the 

Atoka. The Penn, so f a r , has made 14,000 b a r r e l s of o i l 

and 24 m i l l i o n cubic f e e t of gas. 

I b e l i e v e the w e l l i s probably — t h a t zone has 

been produced less than two years. I'm not e x a c t l y sure. 

Q. The w e l l t o the n o r t h i n — I'm so r r y , the — 
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yeah, the South Shoe Bar State Com Number 1-15, i s i t your 

testimony t h a t encountered no Atoka-Morrow i n t e r v a l ? 

A. That — The log i s there. Apparently there's no 

sand t h e r e . And I — The way the completion was f i l e d , i t 

was f i l e d as — i t shows up i n the ONGARD system as an 

Atoka-Morrow completion, and the p e r f s t h a t are l i s t e d w i t h 

the OCD records, t o me i t ' s a pure M i s s i s s i p p i a n 

completion. The p e r f s t h a t are reported are down i n the 

M i s s i s s i p p i a n . And they're also i l l u s t r a t e d by cross-

s e c t i o n . 

But there was no Atoka sand. They t r i e d a zone 

— i t ' s on up a t the very top of the Atoka, and I don't — 

I b e l i e v e — I don't have a mudlog. I t appears t o be some 

k i n d of a carbonate, but they've shot some p e r f o r a t i o n s and 

ac i d i z e d the zone. I t made a l i t t l e b i t of gas, but they 

abandoned i t . That zone i s not covered by t h i s crossover 

s e c t i o n . 

I n t h i s area — A c t u a l l y , t h i s Lea County area, 

the Atoka pay i s , as f a r as I know, near l y 100 percent 

confined t o t h i s sand i n t e r v a l down here i n t h i s 12,200-

f o o t range down here at the base of t h i s shale. There's 

been various completions t r i e d i n the upper p a r t of the 

Atoka, but most are non-economic. 

Q. Well, i s there, i n f a c t , Morrow p r o d u c t i o n i n 

t h i s area, or i s i t a l l Atoka? 
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A. As f a r as I know, i t ' s a l l Atoka. The Shoe Bar 

South, the Concho w e l l , the Number 2, i s rumored t o be i n a 

Morrow zone. That log w i l l be released the middle p a r t of 

next month; w e ' l l know then. 

Q. But you a n t i c i p a t e h i t t i n g a t l e a s t 2 0 f e e t of 

sand there? 

A. Well, t h a t ' s our hope. 

EXAMINER CATANACH: Okay, I have nothing f u r t h e r , 

Mr. Owen. 

MR. OWEN: That concludes my p r e s e n t a t i o n i n t h i s 

case, Mr. Examiner. 

EXAMINER CATANACH: Okay. There being nothing 

f u r t h e r i n t h i s case, Case 12,358 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

10:30 a.m.) 

* * * 
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