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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 BROOKS, Hearing 

Examiner, on Thursday, September 6th, 2001, a t th e New 

Mexico Energy, Minerals and Nat u r a l Resources Department, 

1220 South Saint Francis Drive, Room 102, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 
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WHEREUPON, the following proceedings were had at 

8:54 a.m.: 

EXAMINER BROOKS: Okay, a t t h i s time we w i l l c a l l 

Case Number 12,715, A p p l i c a t i o n of Permian Resources, I n c . , 

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

C a l l f o r appearances. 

MR. HALL: Mr. Examiner, my name i s Scott H a l l , 

M i l l e r , S t r a t v e r t and Torgerson, P.A., Santa Fe, on behalf 

of the A p p l i c a n t , Permian Resources, Inc. 

I have two witnesses t h i s morning. 

EXAMINER BROOKS: Okay, would the witnesses 

please stand t o be sworn? Would you please i d e n t i f y 

yourselves f o r the record? 

MR. PORTER: I'm W i l l i a m L. Por t e r . 

MR. STEWART: I'm Michael Stewart. 

(Thereupon, the witnesses were sworn.) 

EXAMINER BROOKS: Are the r e any other 

appearances? Very w e l l . Mr. H a l l , you may proceed. 

MR. HALL: Thank you, Mr. Examiner. 

WILLIAM L. PORTER, 

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. HALL: 

Q. Mr. Porter, f o r the record would you please s t a t e 
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your name.-' 

A. W i l l i a m Porter. 

Q. And where do you l i v e , Mr. P o r t e r , and how are 

you employed? 

A. I n Midland, Texas. I'm employed by Permian 

Resources, I n c . , as a land manager. 

Q. I understand you've not p r e v i o u s l y t e s t i f i e d 

before the D i v i s i o n ; i s t h a t c o r r e c t ? 

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

Q. Would you please give the Examiner a b r i e f 

summary of your educational background and work experience? 

A. I w i l l . I received a bachelor of business 

a d m i n i s t r a t i o n from Texas Tech U n i v e r s i t y i n 1984 w i t h a 

petroleum land management major, have been a p r a c t i c i n g 

landman f o r 17 years and am a c e r t i f i e d petroleum landman. 

Q. And you've worked i n the Permian Basin before? 

A. Yes. 

Q. You're f a m i l i a r w i t h the A p p l i c a t i o n t h a t ' s been 

f i l e d i n t h i s case? 

A. I am. 

Q. And you're f a m i l i a r w i t h the lands t h a t are the 

su b j e c t of the Ap p l i c a t i o n ? 

A. I am. 

MR. HALL: At t h i s p o i n t , Mr. Examiner, we tender 

Mr. Po r t e r as an expert petroleum landman. 

STEVEN T. 
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EXAMINER BROOKS: So q u a l i f i e d . 

Q. (By Mr. H a l l ) Mr. Porter, i f you would, please, 

summarize what i t i s Permian seeks by i t s A p p l i c a t i o n . 

A. We seek t o pool the mineral owners t h a t have not 

v o l u n t a r i l y j o i n e d our u n i t t o d r i l l i n the Wolfcamp 

fo r m a t i o n i n the southeast quarter of Section 7, 16 South, 

3 6 East, Lea County, New Mexico. 

Q. There's no working i n t e r e s t ownership you seek t o 

pool today; i s t h a t correct? 

A. That i s c o r r e c t . 

Q. Dealing only w i t h unleased m i n e r a l i n t e r e s t s ? 

A. Yes. 

Q. A l l r i g h t , t e l l us about the w e l l and i t s 

l o c a t i o n . 

A. Our w e l l i s located i n the n o r t h h a l f of the 

southeast q u a r t e r of Section 7, and i t i s a t a l e g a l 

l o c a t i o n . 

Q. A l l r i g h t , and i s i t the Chambers Number 2 wel l ? 

A. I t i s the Chambers Number 2 w e l l . 

Q. A l l r i g h t . What i s the surface l o c a t i o n f o r the 

well ? 

A. The surface l o c a t i o n f o r the w e l l i s 2310 f e e t 

from the south l i n e and 330 f e e t from the east l i n e of the 

s e c t i o n . 

Q. A l l r i g h t . And what i s your bottomhole l o c a t i o n ? 
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A. Our bottomhole l o c a t i o n i s 1980 f e e t from the 

south l i n e , 2310 f e e t from the east l i n e . 

Q. Let's r e f e r t o E x h i b i t 1, i f you would e x p l a i n 

t h a t t o the Hearing Examiner, please, s i r . 

A. E x h i b i t 1 i s a land p l a t showing the l o c a t i o n of 

the acreage i n Lea County, New Mexico, approximately a m i l e 

and a h a l f from — west of Lovington. 

Q. A l l r i g h t . And E x h i b i t 2, i f you would e x p l a i n 

t h a t , please, s i r . 

A. E x h i b i t 2 i s a p r o r a t i o n schedule t h a t we're 

going t o use t o d r i l l our Strawn w e l l and our Wolfcamp 

w e l l . 

Q. And does i t show the c u r r e n t pool boundaries f o r 

the a p p l i c a b l e pools? 

A. Yes. 

Q. And what are those pools? 

A. The pools f o r the Strawn i n the Northeast Shoe 

Bar-Strawn F i e l d i s 80 acres, and the p r o r a t i o n f o r the 

Wolfcamp out of the North Shoe Bar F i e l d i s 160 acres. 

Q. A l l r i g h t . Now, i s t h i s undesignated Northeast 

Shoe Bar-Strawn? 

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

Q. And you are w i t h i n the c u r r e n t boundaries of the 

Wolfcamp — 

A. Yes, we are. 

STEVEN T. BRENNER, CCR 
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Q. — Shoe Bar-Wolfcamp? 

A. Yes, we are. 

Q. Now, what's your primary o b j e c t i v e f o r t h e w e l l ? 

A. Our primary o b j e c t i v e f o r the w e l l i s the Strawn 

f o r m a t i o n a t approximately 11,500 f e e t . 

Q. And what i s the c u r r e n t leasehold ownership i n 

the Strawn? 

A. I n the n o r t h h a l f of the southeast q u a r t e r , which 

i s our p r o r a t i o n u n i t , we have a 100-percent working 

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

Q. A l l r i g h t , so you're going t o have a laydown 80-

acre Strawn u n i t ; i s t h a t c o r r e c t ? 

A. That i s c o r r e c t , yes. 

Q. A l l r i g h t , l e t ' s r e f e r t o E x h i b i t 3, please, s i r . 

What i s t h a t e x h i b i t ? 

A. E x h i b i t 3 i s an ownership r e p o r t f o r the 

southeast quarter of Section 7. The f i r s t p a r t i s the 

south h a l f of the southeast q u a r t e r , which i s a l i s t i n g of 

the m i n e r a l owners upon which I p e r s o n a l l y took o i l and gas 

leases. Not a l l of these owners leased t o me v o l u n t a r i l y . 

The second p a r t of the r e p o r t , on page 3 a t the 

bottom, breaks down our c u r r e n t leasehold ownership based 

on the r e s u l t s of my leasing e f f o r t s . Again i n the n o r t h 

h a l f of the southeast quarter we have a 100-percent 

i n t e r e s t . The south h a l f of the southeast q u a r t e r we have 
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approximately 96, 97 percent surface t o 100 f e e t below the 

base of the Wolfcamp and 66 percent as t o depths below 100 

f e e t below the base of the Wolfcamp. 

Q. A l l r i g h t . Now, f o r the b e n e f i t of t h e Examiner, 

would you i d e n t i f y the s p e c i f i c i n t e r e s t owners whose 

min e r a l i n t e r e s t s you seek t o pool? 

A. I w i l l . On page 1, James I . Holden, J r . ; Mary 

Van Wyk; Nancy Fox; David Marshall. 

On page 2, please, t h i r d one down, Miriam P. 

Christopher. 

On page 3 -- y o u ' l l have t o bear w i t h me on the 

p r o n u n c i a t i o n of these names — a t the top of t h e page 

S o t i r i o s Papadopoulos, next one i s E r i k l e s Papadopoulos; 

next one i s Kostas R a l l i s , the next one i s S o t i r i o s R a l l i s , 

the next one i s Andrei R a l l i s , the next one i s Lesta 

R a l l i s . 

Q. And the t o t a l quantum of the i n t e r e s t you seek t o 

pool i s somewhere i n the neighborhood of 4 percent; i s t h a t 

c o r r e c t ? 

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

Q. A l l r i g h t . Would you summarize your e f f o r t s t o 

secure the j o i n d e r of these p a r t i c u l a r m i n e r a l i n t e r e s t 

owners? 

A. I w i l l . I n the normal course of l e a s i n g a c t i v i t y 

I s t a r t out w i t h approaching every mineral owner w i t h a 

STEVEN T. BRENNER, CCR 
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s t a n d a r d - o f f e r l e t t e r . From t h a t , owners w i l l apply t o 

agree t o terms t o lease, and I ' l l lease those. Then t h e r e 

w i l l be some t h a t w i l l n e g o t i a t e w i t h me. Then I ' l l have 

miner a l owners t h a t I cannot l o c a t e or never respond t o my 

i n q u i r i e s t o lease at a l l , and I do t h a t through sending 

c e r t i f i e d m a i l and t h a t s o r t of t h i n g , and t r y i n g t o make 

phone contacts w i t h the owners. 

Q. Now, i s E x h i b i t 4 a c o m p i l a t i o n of your l e t t e r s , 

correspondence, lease instruments you sent t o those m i n e r a l 

i n t e r e s t owners seeking t h e i r p a r t i c i p a t i o n ? 

A. Yes, these l e t t e r s are sent t o the owners t h a t 

have not v o l u n t a r i l y agreed t o terms. 

Q. A l l r i g h t . Generally, what were the terms t h a t 

you o f f e r e d t o lease from these i n d i v i d u a l s ? 

A. I s t a r t e d out a t $75 an acre bonus c o n s i d e r a t i o n , 

a 3/16 r o y a l t y , and a three-year term p a i d up o i l and gas 

lease. 

Q. A l l r i g h t . And what responses d i d you r e c e i v e 

from each of them? 

A. From these i n d i v i d u a l s ? 

Q. Yes. 

A. From Holden, Van Wyk, Fox and M a r s h a l l , they t o l d 

me they were not i n t e r e s t e d i n l e a s i n g , s e l l i n g or 

p a r t i c i p a t i n g whatsoever i n our e f f o r t s out t h e r e . 

Miriam P. Christopher had agreed t o terms 

STEVEN T. 
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i n i t i a l l y . I sent her a lease. Approximately f o u r months 

has passed and I haven't received my lease back, and no — 

I've t r i e d t o c a l l numerous times, no response t o my phone 

c a l l s . 

S o t i r i o s Papadopoulos i n Sydney, A u s t r a l i a , I 

never received any l e t t e r s back a t a l l whatsoever from him. 

E r i k l e s Papadopoulos has agreed t o terms. I have 

not received a lease back from him or her i n approximately 

f i v e months. 

Kostas R a l l i s , I have never received anything 

back a t a l l from any of my i n q u i r i e s . 

S o t i r i o s R a l l i s has agreed t o terms. Four months 

have approximately passed, no lease has been r e t u r n e d t o 

me. 

Andrei R a l l i s , I have been unable t o l o c a t e , no 

response whatsoever from any of my i n q u i r i e s . 

And Lesta R a l l i s has agreed t o terms, 

approximately f o u r t o f i v e months has passed, and no lease 

has been ret u r n e d t o me. 

Q. Now, d i d Permian o f f e r t o send you t o A u s t r a l i a 

and Greece t o t r a c k down these i n t e r e s t owners? 

A. No, they d i d not, u n f o r t u n a t e l y . 

Q. A l l r i g h t , Mr. Porter, does Permian request t h a t 

the D i v i s i o n pool some of these mineral i n t e r e s t s w i t h an 

assumed 1/8 r o y a l t y i n t e r e s t and 7/8 working i n t e r e s t ? 

STEVEN T. 
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BRENNER, CCR 
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 

12 

A. Yes, we do. 

Q. And does Permian seek the i m p o s i t i o n o f a 200-

percent r i s k penalty against the assumed 7/8 working 

i n t e r e s t f o r these mineral i n t e r e s t owners? 

A. Yes, we do. 

Q. And Permian seeks t o be designated operator of 

the w e l l ? 

A. Yes, we do. 

Q. I n your o p i n i o n , has Permian made a g o o d - f a i t h 

e f f o r t t o secure the v o l u n t a r y p a r t i c i p a t i o n of a l l i t s 

unleased mineral i n t e r e s t owners? 

A. We have. 

Q. And were E x h i b i t s 1 through 4 prepared by you or 

at your d i r e c t i o n ? 

A. Yes, they were. 

MR. HALL: Move the admission of E x h i b i t s 1 

through 4, and t h a t completes my d i r e c t of the witness. 

EXAMINER BROOKS: E x h i b i t s 1 through 4 admitted, 

and I j u s t wanted t o c l a r i f y a couple of t h i n g s here. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. The w e l l i s t o be located, you s a i d , i n t h e n o r t h 

h a l f , northeast quarter? 

A. No, s i r , the nor t h h a l f — 

Q. North h a l f of the southeast quarter? 

STEVEN T. BRENNER, CCR 
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A. That i s c o r r e c t , yes, s i r . 

Q. And the w e l l shown w i t h the number 1 i n t h e south 

h a l f , i s t h a t the Chambers Number 1? 

A. Yes, s i r . 

Q. And was t h a t a producing well? 

A. No, s i r , i t ' s not. And can I e x p l a i n about t h a t ? 

Q. Please. 

A. Okay. We acquired t h i s p r o p e r t y from an 

a c q u i s i t i o n of M e r i t Energy. A f t e r our a c q u i s i t i o n we 

discovered t h a t t h a t w e l l had been down f o r a number of 

months. M e r i t t r i e d a Strawn recompletion i n t h a t w e l l and 

was unsuccessful, and I f e l t l i k e h i s land manager, 

Permian, enough time had elapsed under the rework p r o v i s i o n 

of the e x i s t i n g leases, t h a t being 9 0 days, no work had 

been performed on the w e l l , so I f e l t the leases were i n 

jeopardy. 

So t h e r e f o r e I recommended t o my management t h a t 

we secure new leases on the south h a l f of the southeast 

q u a r t e r , and they agreed, and t h a t ' s what I have done. 

Q. You d i d so except f o r these people t h a t you've 

been unable t o --

A. That's c o r r e c t , yes, s i r . 

Q. — get cooperation from? 

A. Yes, s i r . 

Q. And has the Chambers Number 1 w e l l been plugged 

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 

14 

and abandoned? 

A. I t has not, no. 

Q. And i s i t completed at a l l ? I s t h e r e any 

completion i n i t ? 

A. I'm going t o have t o r e f e r t h a t t o our engineer. 

Q. Okay, very good — 

A. I don't know the exact d e t a i l s — 

Q. — w e ' l l pursue t h a t . 

A. Okay. 

Q. Are you seeking any cost recovery i n connection 

w i t h the Number 1 well? 

A. Again, t o my engineer — Yes, we are, and I ' l l 

r e f e r t h a t t o our engineer on more d e t a i l . 

Q. That i s the only w e l l l ocated on t h e u n i t , i s the 

Chambers Number 1? 

A. Yes, s i r . 

Q. And — Now, l e t me get the footages here c o r r e c t . 

The surface l o c a t i o n i s 2310 from the south l i n e and 330 

from the east l i n e ? 

A. Let me — Bear w i t h me here. Here we go, I'm 

s o r r y . The surface l o c a t i o n i s 2 310 f e e t from the south 

line; and 330 f e e t from the east l i n e of the s e c t i o n . 

Q. 2 310 from the south and 330 from the east? 

A. Yes, s i r . 

Q. And the bottomhole l o c a t i o n i s 1980 from the 

STEVEN T. BRENNER, CCR 
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south l i n e and how f a r d i d you say from the east? 

A. 2310 f e e t from the east l i n e , yes, s i r . This 

w i l l be a h o r i z o n t a l — obviously a h o r i z o n t a l w e l l . 

Q. And what — i s i t i n the east h a l f , or the — I s 

i t i n the northeast quarter or the northwest q u a r t e r , the 

bottomhole? 

A. The bottomhole l o c a t i o n w i l l be, oh, probably i n 

the middle of the quarter s e c t i o n , p r e t t y close t o the 

middle of the quarter s e c t i o n . 

Q. Okay, yeah. Obviously the surface l o c a t i o n i s t o 

the northeast quarter. 

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

Q. The -- I would t h i n k i t would be — yeah, i t 

would have been northwest q u a r t e r , would i t not — 

A. Yes, t h a t ' s c o r r e c t — 

Q. — the bottomhole l o c a t i o n ? 

A. — yes, s i r . 

Q. Now, you said t h a t the North Shoe Bar-Strawn was 

spaced on 8 0 acres? 

A. Yes, s i r . 

Q. And are there — F i r s t of a l l , what formations 

are you — what depths are you requesting t o be pooled? 

A. Well, we were requesting the Wolfcamp f o r m a t i o n 

t o be pooled. 

Q. So you're requesting a l l depths from t h e surface 
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t o the base of the Strawn; i s t h a t c o r r e c t ? 

MR. HALL: Just t o the Wolfcamp, Mr. Examiner. 

EXAMINER BROOKS: Okay. 

MR. HALL: They own 100 percent of the Strawn 

t a r g e t . 

EXAMINER BROOKS: Okay, so the p o o l i n g i s only 

f o r the Wolfcamp formation? 

MR. HALL: Yes, s i r . 

THE WITNESS: Right, yes, s i r . 

Q. (By Examiner Brooks) Okay. And what i s the 

spacing i n the Wolfcamp formation? 

A. 160 acres. 

Q. This would be a re g u l a r l o c a t i o n , or a standard 

l o c c i t i o n , f o r e i t h e r the Strawn or the Wolfcamp? 

A. That's a c o r r e c t statement, yes, s i r . 

Q. And there are not -- and we already covered t h e r e 

are no other w e l l s i n the u n i t except t h i s Number 1? 

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

EXAMINER BROOKS: Okay. I b e l i e v e t h a t ' s i t . 

THE WITNESS: Okay. 

EXAMINER BROOKS: Mr. Catanach? 

EXAMINER CATANACH: Nothing. 

EXAMINER BROOKS: Very good. The witness may be 

excused. 

THE WITNESS: Thank you. 
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MR. HALL: At this time, Mr. Examiner, we would 

c a l l Mike Stewart. 

MICHAEL L. STEWART. 

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. HALL: 

Q. For the record please s t a t e your name, s i r . 

A. Michael Stewart. 

Q. And where do you l i v e and by whom are you 

employed? 

A. I'm a r e s i d e n t of Midland, Texas, and am employed 

as ci c o n s u l t i n g engineer f o r Permian Resources. 

Q. And you're f a m i l i a r w i t h the A p p l i c a t i o n t h a t ' s 

been f i l e d i n t h i s case? 

A. Yes, I am. 

Q. And you're f a m i l i a r w i t h the lands t h a t are the 

sub j e c t of t h i s A p p l i c a t i o n ? 

A. Yes, I am. 

Q. You've p r e v i o u s l y t e s t i f i e d before the D i v i s i o n 

and had your c r e d e n t i a l s accepted as a matter o f re c o r d ; i s 

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

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

MR. HALL: We'd o f f e r Mr. Stewart as a q u a l i f i e d 

petroleum engineer. 
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EXAMINER BROOKS: So q u a l i f i e d . 

Q. (By Mr. H a l l ) I f you would, please, Mr. Stewart, 

provide the Examiner w i t h an overview of Permian's 

operations i n the v i c i n i t y of the proposed w e l l . 

A. Permian acquired approximately nine w e l l s from 

M e r i t Energy January 1st of 2000 i n the Northeast Lovington 

and — or excuse me, the North Shoe Bar area. 

Approximately s i x of those w e l l s are c u r r e n t l y producing. 

We have proposed operations on the H i l l b u r n lease and have 

c u r r e n t l y proposed operations t o d r i l l and complete the 

Chambers Number 2 w e l l , primary o b j e c t i v e being the Strawn 

f o r m a t i o n . 

Q. Are those w e l l s r e f l e c t e d on E x h i b i t 5? 

A. That's c o r r e c t , E x h i b i t 5 i s a producing h o r i z o n 

zone map t h a t also d e t a i l s cumulative p r o d u c t i o n from the 

Morrow, Atoka, Strawn and Wolfcamp i n t e r v a l s i n and around 

t h e Chambers Number 7 lease, which i s the southeast q u a r t e r 

of Section 7. 

Y o u ' l l note, as the Examiner d i d , t h a t the 

Chambers Number 1 w e l l was a Wolfcamp completion. I t s 

cumulative production t o date i s approximately 394,000 

b a r r e l s . I t ' s located a t a standard l o c a t i o n f o r the 

Wolfcamp Pool, t h a t being a standard l o c a t i o n f o r the 160-

acre p r o r a t i o n — North Shoe Bar-Wolfcamp f i e l d being 150 

f e e t from the center of the governmental q u a r t e r s e c t i o n s . 
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The Number 1 w e l l , i n approximately 1997, l a t e 

1997, e a r l y 1998, M e r i t attempted t o d i r e c t i o n a l l y deepen 

t h a t w e l l t o the Strawn formation, was unsuccessful. P r i o r 

t o making t h a t deepening they squeezed out the Wolfcamp 

fo r m a t i o n and the w e l l ceased t o produce, which l e f t us i n 

the c u r r e n t s i t u a t i o n of — or had l e f t us i n the c u r r e n t 

s i t u a t i o n of not having any v a l i d leases, and hence W i l l ' s 

e f f o r t s t o release the area. 

Q. A l l r i g h t . I f you would, please, s i r , g i v e the 

Hearing Examiner a b r i e f overview of the r e l e v a n t geology 

f o r the Strawn and Wolfcamp formations i n the area. 

Q. E x h i b i t s 6, 7, 8 and 9 I ' l l r e f e r t o , i n no 

p a r t i c u l a r order other than E x h i b i t Number 7, we s t a r t w i t h 

the deepest horizon, which i s our primary t a r g e t , i s the 

Strawn s t r u c t u r e map i n the area. I t shows a s t r u c t u r a l 

nosing, approximate t r e n d east t o west. O v e r l y i n g the 

southeast q u a r t e r of Section 7, shows the proposed surface 

l o c c i t i o n of the Chambers Number 2 w e l l , being 2 310 from the 

south, 330 from the east l i n e . I t does not d e p i c t i n t h i s 

e x h i b i t the proposed subsurface l o c a t i o n , which i s 1980 

from the south and 2 310 from the east l i n e . 

Those -- Both the surface l o c a t i o n and the 8 0-

acre p r o r a t i o n u n i t are standard f o r the Northeast Shoe 

Bar-Strawn f i e l d , of which t h i s acreage i s not c u r r e n t l y 

i n c l u d e d , but per Commission r u l e s we are w i t h i n one m i l e 
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of the boundary, and a successful completion w i l l put t h a t 

w e l l i n t h a t f i e l d . 

E x h i b i t Number 9 i s a s t r u c t u r a l c r o s s - s e c t i o n 

t h a t d e p i c t s the Strawn i n t e r v a l i n and about the Chambers 

lease. The Strawn i n the area i s a l g a l mound b u i l d u p s . 

They are not very continuous and tend t o be very small 

f e a t u r e s but when found are p r o l i f i c . 

E x h i b i t Number 6 i s a s t r u c t u r e map w i t h an 

imposed isopach on the Wolfcamp i n t e r v a l , i n and around the 

Chambers Number 7 area. The Wolfcamp again shows a 

s t r u c t u r a l nosing, northeast-southwest f e a t u r e , and the 

isopach of the Wolfcamp shows t h a t we a n t i c i p a t e t o 

encounter approximately 3 0 f e e t of Wolfcamp pay i n the 

Chambers Number 2 w e l l . That Wolfcamp pay i s l o c a l l y 

c l a s s i f i e d as the Three Brothers i n t e r v a l . 

The surface l o c a t i o n depicted here a t 330 from 

the east l i n e f o r the Wolfcamp i s not a standard l o c a t i o n . 

The standard l o c a t i o n o f f s e t would be 510 f e e t . But our 

planned d r i l l i n g and d i r e c t i o n a l w i l l p r ovide us t o k i c k 

o f f the w e l l a t approximately 10,000 f e e t and s t a r t t o 

b u i l d angle. So when we pass through the shale above the 

Streiwn formation w e ' l l have some angle b u i l t . I f we 

encounter the Strawn s e c t i o n , w e ' l l run pipe and then k i c k 

out from underneath the bottom of the 5-1/2 casing and go 

h o r i z o n t a l i n the Strawn. So when we encounter the 
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Wolfcamp ho r i z o n , we w i l l be a t a l e g a l l o c a t i o n w i t h a t 

l e a s t 510 f e e t of o f f s e t from the east s e c t i o n l i n e . 

E x h i b i t Number 8 i s a c r o s s - s e c t i o n d e p i c t i n g the 

Wolfcamp i n t e r v a l i n and around the Chambers Number 7 area. 

The top of the Wolfcamp i s approximately 9900 f e e t . The 

pay i n t e r v a l i s at — the Three Brothers pay i n t e r v a l i s 

approximately 10,4 00 f e e t i n t h i s area. 

Q. A l l r i g h t , l e t ' s r e f e r t o E x h i b i t 10, your AFE, 

and i f you would review the w e l l costs f o r the Examiner. 

A. E x h i b i t 10 was prepared by myself. I t ' s a 

a u t h o r i t y f o r expenditure cost d e t a i l estimate t o d r i l l a 

v e r t i c a l w e l l down t o and through the Strawn s e c t i o n , 

evaluate the Strawn and the Wolfcamp s e c t i o n v i a open-hole 

log s , DSTs. I f the Strawn s e c t i o n i s present, then w e ' l l 

set pipe and d r i l l d i r e c t i o n a l l y i n an e a s t e r n l y d i r e c t i o n 

towards the proposed bottomhole l o c a t i o n and complete i n 

the Strawn s e c t i o n . I f the Strawn i s absent, the secondary 

t a r g e t being the Wolfcamp, we expect t o make a v e r t i c a l 

completion i n the Wolfcamp. 

T o t a l cost estimate f o r a producing Strawn w e l l 

i s approximately $1.6 m i l l i o n . Dryhole cost i s about 

$866,000. Of t h a t , approximately $1.25 m i l l i o n would be 

r e q u i r e d i f we were t o j u s t d r i l l a Wolfcamp v e r t i c a l 

completion. 

Q. A l l r i g h t , what are the d r i l l i n g and producing 
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overhead r a t e s you're proposing f o r the w e l l ? 

A. We have proposed d r i l l i n g and f i x e d overhead 

r a t e s of $650 a month f o r a producing w e l l and $6500 per 

month f o r a d r i l l i n g w e l l . Those were compiled as based 

upon p r i o r approved r a t e s under previous compulsory p o o l i n g 

hearings, which are d e t a i l e d as E x h i b i t Number 11. 

Q. Now, are the AFE r a t e s and your overhead r a t e s i n 

l i n e w i t h what's been charged by other operators i n t he 

area, then? 

A. Yes, they are. 

Q. Do you recommend t h a t these r a t e s be in c o r p o r a t e d 

i n t o any order t h a t r e s u l t s from t h i s hearing? 

A. Yes, I do. 

Q. Now, i n your opinion i s the 2 00-percent r i s k 

p e n a l t y appropriate f o r t h i s well? 

A. Yes, i t ' s very appropriate i n t h i s area. Again, 

as I s t a t e d before, the Strawn are small a l g a l mound r e e f s . 

Success r a t i o out there i s probably i n the neighborhood of 

25 t o 3 0 percent of making commercial p r o d u c t i o n i n t h i s 

immediate area of the Strawn. When they are found, they 

are p r o l i f i c . 

The Wolfcamp we f e e l l i k e i s a l i t t l e b i t more 

continuous over the area but could p o s s i b l y be su b j e c t t o 

drainage by the Number 1 w e l l . 

Q. Does Permian seek an order t h a t provides f o r the 
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adjustment of the d r i l l i n g and producing overhead r a t e s i n 

accordance w i t h the cu r r e n t COPAS b u l l e t i n f o r the area? 

A. Yes, w e ' l l accept a COPAS adjustment t o the 

overhead r a t e s . 

Q. I n your o p i n i o n , Mr. Stewart, w i l l g r a n t i n g 

Permian's A p p l i c a t i o n be i n the best i n t e r e s t of 

conservation, the prevention of waste and 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, i t would. 

Q. And were E x h i b i t s 5 through 11 prepared by you or 

at your d i r e c t i o n ? 

A. Yes, they were. 

MR. HALL: Move the admission of E x h i b i t s 5 

through 11. That completes our d i r e c t of t h i s witness. 

EXAMINER BROOKS: E x h i b i t s 5 through 11 w i l l be 

admitted. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. What are your plans f o r the Chambers Number 1 

wel l ? 

A. We — I n going through the research and the 

records t h a t M e r i t f i l e d , M e r i t never a c t u a l l y 

p o t e n t i a l e d — or f i l e d C-103s or C-104s as t o t h e 

attempted Strawn completion. So c u r r e n t l y we're f i l i n g 

those. 
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Our long-term plans are t o r e t u r n t h e Chambers 

Number 1 t o Wolfcamp production by r e p e r f o r a t i n g and 

r e a c i d i z i n g the Wolfcamp formation. 

Q. Now, you said the spacing u n i t was 160 acres i n 

the Wolfcamp; i s t h a t correct? 

A. That's c o r r e c t . And a t t h a t p o i n t i n time, when 

we do attempt and have successful recompletion of the 

Wolfcamp w e ' l l apply f o r simultaneous d e d i c a t i o n of the 

Number 1 and the Number 2 w e l l , should the Number 2 w e l l be 

completed i n the Wolfcamp. 

Q. Now, i s t h a t p e r m i t t e d under the a p p l i c a b l e pool 

r u l e s ? 

A. Yes, i t i s . 

Q. To have two w e l l s on a 160-acre u n i t ? 

A. Yes, i t i s . 

Q. Now, i n t h i s p o o l i n g A p p l i c a t i o n , are you seeking 

any cost recovery i n connection w i t h t he Chambers Number 1? 

A. Not i n t h i s hearing, we are not. We a n t i c i p a t e 

e i t h e r an a d d i t i o n a l hearing or an amendment t o t h i s 

hearing p o s s i b l y a t the p o i n t i n time t h a t we do attempt 

and -- a recompletion i n the Wolfcamp, i n the Number 1 

we 11. 

Q. The D i v i s i o n i s i n the process of r e v i s i n g i t s 

t h i n k i n g on these compulsory p o o l i n g cases where there's 

the p o t e n t i a l f o r a d d i t i o n a l w e l l s , t o i n c o r p o r a t e them 
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i n t o the o r i g i n a l order, t o inc o r p o r a t e a p r o v i s i o n f o r 

them i n t o the o r i g i n a l order, r a t h e r than n e c e s s i t a t i n g 

a d d i t i o n a l a p p l i c a t i o n being f i l e d . I f we were t o do so, 

would you have an opinion as t o what would be the 

a p p r o p r i a t e r i s k penalty involved f o r a recompletion of the 

Chambers Number 1? 

A. I have not evaluated t h a t , nor have I been p r i v y 

t o the Commission's proposed r u l e s . 

There i s the issue on the Chambers Number 1 w e l l 

about what the cost basis would be, a l l o c a t e d t o the 

n o n p a r t i c i p a t i n g mineral i n t e r e s t owners. Do you assess a 

value t o t h a t wellbore, whether i t be a negative value f o r 

the plugging l i a b i l i t y of t h a t w e l l , and recover t h a t i n 

a d d i t i o n t o your recompletion cost, and on t h a t basis be 

assessed a r i s k penalty? 

We would w i t h o u t a doubt l i k e t o see t h e r i s k 

p e n a l t y of 2 00 percent. I t h i n k the question t h e r e would 

be, what would your basis be? Would i t j u s t be the 

incremental cost t o recomplete t h a t w e l l or would you be 

allowed t o add t o t h a t basis the negative value of t h a t 

w e l l b o r e as i t stands r i g h t now, which i s pl u g g i n g 

l i a b i l i t y ? 

Q. Well, i n view of the f a c t t h a t you have not 

analyzed t h a t s i t u a t i o n and aren't prepared t o t e s t i f y on 

i t today, would you suggest, then, t h a t i t would probably 
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be more appropriate i n t h i s case t o f o l l o w the formal 

p r a c t i c e and e n t e r t a i n t h i s i n a subsequent a p p l i c a t i o n ? 

A. Yes, I would. 

EXAMINER BROOKS: Very good. 

MR. HALL: Mr. Examiner, i n t h a t regard what I 

would propose we do, since the unleased min e r a l i n t e r e s t s 

would be pooled f o r a l l d r i l l i n g purposes under t h i s order, 

we hope, i s t h a t we would come back and f i l e an amended 

a p p l i c a t i o n i n t h i s case and seek an A order which would 

address w e l l costs f o r the Chambers Number 1. 

My reading of the s t a t u t e i s t h a t even though the 

other i n t e r e s t s are already pooled, those i n t e r e s t owners 

would s t i l l be provided w i t h an o p p o r t u n i t y t o o b j e c t or 

comment on the w e l l cost associated w i t h t h a t recompletion. 

EXAMINER BROOKS: That would appear t o be the way 

the D i v i s i o n has i n t e r p r e t e d i t i n the past. 

Very w e l l , Mr. Catanach? 

EXAMINER CATANACH: Just one. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. The d i r e c t i o n a l d r i l l i n g , you intended t o k i c k 

o f f from the v e r t i c a l a t 10,000 f e e t ; i s t h a t what you 

said? 

A. Yeah, approximately 10,000 f e e t . And the main 

reason f o r t h a t i s , when you get down below the Wolfcamp 
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and come i n t o the shales above the Strawn you don't have 

enough room between the top of the Strawn due t o competent 

limestone t o t u r n i n t o a h o r i z o n t a l , or i t ' s a very hard 

t u r n . 

So the new p r a c t i c e i s — and i f you leave t h a t 

shale unprotected and uncased w h i l e you're d i r e c t i o n a l l y 

d r i l l i n g , i t has a large tendency t o move. And there's a 

l o t of downhole motors and bottomhole assemblies t h a t are 

i n the ground i n Lea County f o r t h a t reason r i g h t now. 

So w e ' l l k i c k o f f a t about 10,000 f e e t , b u i l d 

angle t o about 3 0 degrees, and t h a t w i l l put our 

proposed — the p o i n t where we encounter the Wolfcamp pay 

zone a t a l e g a l l o c a t i o n , or a t l e a s t 510 f e e t from the 

east l i n e of the s e c t i o n . 

Q. Okay, t h a t was my question. At what depth i s the 

Wolfcamp, do you know? 

A. 11,400. 

Q. Okay. 

A. I'm so r r y , 10- — the top of the Wolfcamp 

fo r m a t i o n i s approximately 9900 f e e t . The top of the pay 

zone; i s approximately 10,4 00 f e e t . So i t w i l l r e q u i r e 

approximately 180 f e e t of displacement from our 330-foot 

surface l o c a t i o n t o a 510-foot p e n e t r a t i o n l o c a t i o n of the 

Wolfcamp. 

EXAMINER CATANACH: Okay. 
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FURTHER EXAMINATION 

BY EXAMINER BROOKS: 

Q. Okay, I thought of a couple of other t h i n g s here. 

On E x h i b i t 10, which i s your AFE, I d i d n ' t t o t a l l y 

understand what you s a i d , but I am assuming from your — 

t h a t the $1,618,410, t h a t t h a t i s the t i c k e t f o r a w e l l 

completed i n the Strawn; i s t h a t c o r r e c t ? 

A. Yes, a h o r i z o n t a l completion i n the Strawn. 

Q. Well, you say — Oh, yeah, a h o r i z o n t a l 

completion i n the Strawn. That i s some b i t higher than 

what I've — a couple of hundred thousand d o l l a r s higher 

than what I've been seeing f o r 11,000-foot w e l l s down i n 

the southeast, so I assume t h a t ' s because of the d e v i a t i o n 

or the d i r e c t i o n a l — 

A. That's c o r r e c t . There's approximately $400,000 

associated w i t h the h o r i z o n t a l s e c t i o n of the w e l l . 

EXAMINER BROOKS: Very good. Nothing f u r t h e r . 

MR. HALL: Mr. Examiner, I ' l l tender E x h i b i t 12, 

which i s our n o t i c e a f f i d a v i t . 

And j u s t a t e c h n i c a l p o i n t . I n o t i c e d i n the 

rule's, r e q u i r e s sending of n o t i c e v i a c e r t i f i e d m a i l , 

r e t u r n r e c e i p t requested. And we found out t h a t you can't 

do t h a t when you send mail t o A u s t r a l i a and Greece. They 

don't do t h a t s o r t of t h i n g . 

So we sent r e g i s t e r e d , which I understand i s even 

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 

29 

better. 

EXAMINER BROOKS: I t ' s supposed t o be. I've 

never had occasion t o t e s t the d i f f e r e n c e . 

Very good, E x h i b i t Number 12 w i l l be admitted. 

And w i t h t h a t , there being n o t h i n g f u r t h e r , Case 

Number 12,715 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

9:30 a.m.) 

f -Mo/ 
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