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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCE DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF: 
APPLICATION OF COLLINS & WARE, INC. FOR 
COMPULSORY POOLING AND AN UNORTHODOX 
GAS WELL LOCATION, LEA COUNTY, NEW 
MEXICO. 

CASE NO. 10299 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MICHAEL E. STOGNER, Examiner 

May 2, 1991 
10:31 a.m. 

Santa Fe, New Mexico 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e t h e O i l 
C o n s e r v a t i o n D i v i s i o n on May 2, 1991, a t 10:31 a.m. a t t h e 
O i l C o n s e r v a t i o n Conference Room, S t a t e Land O f f i c e 
B u i l d i n g , 310 Old Santa Fe T r a i l , Santa Fe, New Mexico, 
b e f o r e Susan G. Ptacek, a C e r t i f i e d Court R e p o r t e r No. 124, 
S t a t e o f New Mexico. 

FOR: OIL CONSERVATION BY: SUSAN G. PTACEK 
DIVISION C e r t i f i e d C o urt R e p o r t e r 

CCR No. 124 
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I N D E X 

May 2, 1991 
Examiner H e a r i n g 
Case No. 10299 
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COLLINS & WARE WITNESSES: 

ROGER ELLIOTT 
D i r e c t Examination by Mr. Carr 4 
Exam i n a t i o n by Mr. S t o v a l l 11 
Exam i n a t i o n by Examiner Stogner 2 3 

TODD WILSON 
D i r e c t Examination by Mr. Carr 17 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
General Counsel 
O i l C o n s e r v a t i o n D i v i s i o n 
S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87504 

FOR COLLINS & WARE, 
INC. : 

CAMPBELL & BLACK, P.A. 
A t t o r n e y s a t Law 
BY: WILLIAM F. CARR, ESQ. 
110 N. Guadalupe 
Santa Fe, New Mexico 87501 

* * * 
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Examiner STOGNER: C a l l n e x t case 10299. 

MR. STOVALL: A p p l i c a t i o n o f C o l l i n s & Ware, I n c . f o r 

compulsory p o o l i n g and an unorthodox gas w e l l l o c a t i o n , Lea 

County, New Mexico. 

EXAMINER STOGNER: C a l l f o r appearances 

MR. CARR: May i t ple a s e t h e examiner, my name i s 

W i l l i a m F. Carr w i t h t h e f i r m of Campbell & Bl a c k , P.A., o f 

Santa Fe. I r e p r e s e n t C o l l i n s & Ware, and I have two 

w i t n e s s e s . 

EXAMINER STOGNER: Are t h e r e any o t h e r appearances? 

W i l l t h e w i t n e s s e s p l e a s e s t a n d and be sworn? 

t h e Witness h e r e i n , h a v i n g been f i r s t d u l y sworn, was 

examined and t e s t i f i e d as f o l l o w s : 

(Whereupon t h e w i t n e s s e s were d u l y 

sworn.) 

ROGER ELLIOTT, 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your f u l l name and p l a c e o f 

re s i d e n c e ? 

A. My name i s Roger E l l i o t t and I r e s i d e a t 

Mi d l a n d , Texas. 

Q. By whom are you employed and i n what c a p a c i t y ? 

A. I'm a c o n s u l t i n g landman r e p r e s e n t i n g C o l l i n s & 

Ware i n t h i s m a t t e r . 
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Q. Mr. E l l i o t , have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h e New Mexico O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as a p r o f e s s i o n a l 

landman accepted and made a m a t t e r o f r e c o r d a t t h a t time? 

A. Yes, th e y were. 

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

t h i s case on b e h a l f of C o l l i n s & Ware? 

A. I am. 

Q. Are you f a m i l i a r w i t h t h e s u b j e c t area i n t h e 

proposed w e l l ? 

A. Yes, s i r . 

MR. CARR: Mr. Stogner, are t h e w i t n e s s ' 

g u a l i f i c a t i o n s a c ceptable? 

EXAMINER STOGNER: Mr. E l l i o t i s so q u a l i f i e d . 

Q. (By Mr. Carr) Mr. E l l i o t , would you b r i e f l y 

s t a t e what C o l l i n s & Ware seeks w i t h t h i s a p p l i c a t i o n ? 

A. We seek t h e compulsory p o o l i n g and t h e f o r m a t i o n 

o f a 320-acre p r o r a t i o n u n i t f o r t h e d r i l l i n g o f a 

13,800-foot Morrow t e s t . We are a l s o s e e k i n g t h e s u p p o r t 

and j o i n d e r o f t h e l e a s e h o l d owners i n t h e n o r t h h a l f o f 

S e c t i o n 13. 

Q. Mr. E l l i o t t , d i d you p r e p a r e 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 here today? 

A. Yes, I have. 
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Q. Would you r e f e r t o what has been marked as 

C o l l i n s & Ware E x h i b i t No. 1? 

A. E x h i b i t -- excuse me. 

Q. I t ' s a three-page e x h i b i t , and I ' d ask you t o 

i d e n t i f y t h e f i r s t page and r e v i e w t h a t . 

A. The f i r s t page of E x h i b i t 1 i s a l a n d map t h a t 

S e c t i o n 13 encompasses, d e p i c t i n g t h e n o r t h h a l f o f S e c t i o n 

13 o u t l i n e d i n r e d , which i s t h e p r o r a t i o n u n i t . And t h e 

r e d d o t r e p r e s e n t s our i n i t i a l t e s t w e l l l o c a t i o n . 

Q. T h i s i s a s t a n d a r d p r o r a t i o n u n i t ? 

A. Yes, i t i s . 

Q. And t h e w e l l i s proposed t o be l o c a t e d a t a 

s t a n d a r d l o c a t i o n on t h a t p r o r a t i o n u n i t ? 

A. T h i s p a r t i c u l a r l o c a t i o n i s n o t a s t a n d a r d 

l o c a t i o n . I t -- we p r e f e r t o d r i l l a s t a n d a r d l o c a t i o n b u t 

based upon t h e potash r e s t r i c t i o n s i n t h i s a r e a, t h e Bureau 

of Land Management i s r e q u i r i n g us t o d r i l l 150 f e e t --

w i t h i n 150 o f p r e e x i s t i n g w e l l b o r e s w i t h i n S e c t i o n 13. 

Q. So t h a t i s g o i n g t o r e s u l t i n t h e w e l l b e i n g 

s l i g h t l y unorthodox? 

A. Yes, i t i s . 

Q. And t h a t unorthodox l o c a t i o n has p r e v i o u s l y been 

approved by t h e d i v i s i o n by NSL 3009? 

A. Yes, i t has? 

Q. L e t ' s go t o t h e second page o f t h i s e x h i b i t , and 
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I ' d ask you t o i d e n t i f y t h a t . 

A. Second page i s Noranda E x p l o r a t i o n Company's 

LMR, which i s t h e l i f e o f mine r e s e r v e s , i n t h i s p a r t i c u l a r 

a rea. I t o u t l i n e s t h e LMR, aga i n S e c t i o n 13 i s -- t h e r e d 

o u t l i n e d e p i c t s our 320-acre p r o r a t i o n u n i t w i t h a r e d d o t 

r e p r e s e n t i n g t h e w e l l l o c a t i o n . 

Q. Now, l e t ' s move t o t h e t h i r d page o f t h i s 

e x h i b i t . 

A. T h i r d page d e p i c t s t h e ownership o f S e c t i o n 13 

and s u r r o u n d i n g s e c t i o n s . The p u r p l e o u t l i n e i s our 

560-acre p r o r a t i o n -- 560-acre w o r k i n g i n t e r e s t u n i t 

o u t l i n e d . A t t h e base o f t h e p l a t t h e ownership i n t h e 

p u r p l e i s d e p i c t e d t h e r e . W i t h i n S e c t i o n 13, b e i n g t h e 

southwest o f t h e n o r t h w e s t q u a r t e r , t h e b l a c k o u t l i n e i s 

d e p i c t e d on t h e bottom o f t h e p l a t h e r e , which d e p i c t s t h e 

ownership o f t h a t p a r t i c u l a r 40-acre t r a c t . And t h e r e d 

o u t l i n e d e p i c t s t h e c o m b i n a t i o n of b o t h t h e p u r p l e and t h e 

b l a c k t h a t r e p r e s e n t s t h e 320-acre p r o r a t i o n u n i t 

o wnership. 

Q. L e t ' s move t o E x h i b i t No. 2, and ask you t o 

i d e n t i f y t h a t f o r t h e examiner. 

A. E x h i b i t No. 2 i s t h e breakdown o f t h e ownership. 

The f i r s t p a r t , t h e t o p p a r t , i s t h e ownership o f t h e Teas 

w o r k i n g i n t e r e s t , which i s t h a t p u r p l e o u t l i n e , w hich i s 

560-acre w o r k i n g i n t e r e s t u n i t . The 40-acre t r a c t as 
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d e p i c t e d by t h e b l a c k o u t l i n e i s t h e ownership t h e r e on t h e 

bottom o f E x h i b i t 2. And t h e c o m b i n a t i o n o f b o t h , which i s 

t h e f u r t h e s t r i g h t column, i s t h e c o m b i n a t i o n o f t h e owners 

i n t h e n o r t h h a l f o f S e c t i o n 13 p r o r a t i o n u n i t . 

Q. What p e r c e n t of t h e w o r k i n g i n t e r e s t has 

v o l u n t a r i l y been committed t o t h i s w e l l a t t h i s time? 

A. A t t h i s d a t e we have 67.82415 p e r c e n t committed 

i n w r i t i n g . We have 29.96125 p e r c e n t v e r b a l l y agree t o 

s u p p o r t our w e l l v i a e i t h e r p a r t i c i p a t i o n or f a r m o u t . That 

le a v e s 2.2146 p e r c e n t t h a t we are a w a i t i n g on a d e c i s i o n 

f r o m . 

Q. You would a n t i c i p a t e t h a t , based on t h e people 

who have i n d i c a t e d t h e y are g o i n g t o j o i n , t h a t you can 

have v o l u n t a r y commitment of as much as what, i n excess of 

92 p e r c e n t ? 

A. A p p r o x i m a t e l y 97 p e r c e n t p l u s o r minus. 

Q. Would you i d e n t i f y what's been marked as 

C o l l i n s & Ware E x h i b i t No. 3? 

A. E x h i b i t No. 3 i s t h e 44 e x p e n d i t u r e f o r t h e 

d r i l l i n g o f t h e S i x Shooter F e d e r a l 13 No. 1 w e l l . 

Q. What are t h e t o t a l c o s t s as d e p i c t e d on t h i s 

e x h i b i t ? 

A. The t o t a l c o s t , d r y h o l e c o s t , i s $772,510, and 

t h e completed c o s t i s $1,173,706. 

Q. Are the s e c o s t s i n l i n e w i t h what's charged by 
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o t h e r o p e r a t o r s i n t h e area f o r s i m i l a r w e l l s ? 

A. Yes, t h e y a r e . 

Q. Mr. E l l i o t , I would l i k e you t o j u s t b r i e f l y 

summarize f o r Mr. Stogner t h e e f f o r t s you have made t o 

i d e n t i f y and o b t a i n v o l u n t a r y j o i n d e r o f t h e w o r k i n g 

i n t e r e s t owners i n t h e proposed s p a c i n g u n i t ? 

A. Based upon my f e d e r a l and county r e c o r d check, I 

de t e r m i n e d t h e ownership o f S e c t i o n 13, and based on t h a t 

we, o f course, r e c e i v e d j o i n d e r from a number o f p a r t i e s 

and no responses from some p a r t i e s . T h e r e f o r e , we se n t out 

c e r t i f i e d l e t t e r s dated March 28, 1991, r e q u e s t i n g a 

j o i n d e r o r s a l e or farmout t o our proposed w e l l i n S e c t i o n 

13 . 

I f o l l o w e d up by t e l e p h o n e c o n v e r s a t i o n s w i t h i n 

t h e l a s t two weeks t o t r y t o g e t commitments from t h o s e 

p a r t i e s , and based a t t h i s t i m e , t h e perc e n t a g e s I j u s t 

expressed a second ago, i s what we have w r i t t e n commitments 

and v e r b a l commitments. 

Q. Now, t h e ownership breakdown shown on E x h i b i t 2 

and on t h e bottom of t h e l a s t page o f E x h i b i t No. 1, t h a t ' s 

t h e r e s u l t o f your e f f o r t g o i n g t o t h e county r e c o r d s t o 

d e t e r m i n e ownership i n t h i s acreage? 

A. Yes, i t i s . 

Q. Then you were a b l e t o o b t a i n v o l u n t a r y j o i n d e r 

o f some o f t h o s e , and t h e n what has been marked as E x h i b i t 
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No. 4 i s t h e c e r t i f i e d l e t t e r which you r e f e r e n c e d t h a t you 

sen t t o t h e o t h e r i n t e r e s t owners s e e k i n g t h e i r 

p a r t i c i p a t i o n ? 

A. Yes, i t i s . 

Q. A t t a c h e d t o t h a t you have t h e r e t u r n r e c e i p t s 

c o n f i r m i n g t h a t t h a t l e t t e r has been sent? 

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

Q. F o l l o w i n g t h a t you have been on t h e t e l e p h o n e , 

and t h a t b r i n g s us t o t h e p o i n t where you have t h e 

committed i n t e r e s t t h a t you r e p r e s e n t e d t o Mr. Stogner a 

few minutes ago? 

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

Q. Now, c o u l d you i d e n t i f y f o r Mr. Stogner what has 

been marked as E x h i b i t No. 5? I s t h i s an a f f i d a v i t from 

Campbell & Black c o n f i r m i n g t h a t n o t i c e o f t h i s h e a r i n g has 

been p r o v i d e d as r e q u i r e d by OCD r u l e s ? 

A. Yes, i t i s . 

Q. And would you i d e n t i f y C o l l i n s & Ware E x h i b i t 

No. 6? 

A. T h i s i s t h e a d m i n i s t r a t i v e o r d e r NSL 3009 

g r a n t i n g us a wa i v e r o f unorthodox l o c a t i o n p r e d i c a t e d upon 

BLM and pot a s h s t i p u l a t i o n s . 

Q. A l l r i g h t . Were E x h i b i t s 1 t h r o u g h 6 e i t h e r 

p r e p a r e d by you or complied a t your d i r e c t i o n ? 

A. Yes, t h e y were. 
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MR. CARR: At t h i s t i m e , Mr. Stogner, we would move 

t h e a d m i s s i o n o f C o l l i n s & Ware E x h i b i t s 1 t h r o u g h 6. 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 6 w i l l be 

a d m i t t e d i n evidence a t t h i s t i m e . 

( C o l l i n s & Ware E x h i b i t s 1 t h r o u g h 6 

were a d m i t t e d i n evidence.) 

MR. CARR: That concludes my d i r e c t e x a m i n a t i o n o f 

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

EXAMINATION 

BY MR. STOVALL: 

Q. L e t ' s go back t o E x h i b i t No 2 and t r y t o 

r e l a t e -- t a l k about t h e v a r i o u s persons on t h e Teas 

w o r k i n g i n t e r e s t u n i t . C o l l i n s & Ware i s t h e o p e r a t o r o f 

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

A. Yes, s i r . 

Q. And t h a t r e p r e s e n t s 280 o u t o f t h e 340 acres i n 

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

A. C o r r e c t . 

Q. And am I c o r r e c t i n u n d e r s t a n d i n g t h a t 100 

p e r c e n t o f t h a t u n i t i s committed t o t h i s w e l l ? 

A. I n w r i t i n g or v e r b a l l y , r i g h t . 

Q. So a l l of t h e p a r t i e s you are s e e k i n g t o f o r c e 

p o o l a r e i n t h e Mahaffey w o r k i n g i n t e r e s t u n i t ? 

A. Yes, s i r . 

Q. And i s 40 acres? 
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A. Yes. 

Q. I f I read your columns, i n t h e l e f t - h a n d 

p e r c e n t a g e column, does t h a t r e p r e s e n t t h e p e r c e n t a g e o f a 

p a r t i c u l a r t r a c t i n v o l v e d ? 

A. The Teas w o r k i n g i n t e r e s t i s a c o m b i n a t i o n o f 

560-acre w o r k i n g i n t e r e s t u n i t , so t h a t ' s t h e pe r c e n t a g e 

based on a 560-acre w o r k i n g i n t e r e s t u n i t . The 40-acre 

t r a c t , which i s t h e southwest of t h e n o r t h w e s t i s t h e t o t a l 

o f t h e ownership i n t h a t p a r t i c u l a r t r a c t . 

Q. J u s t i n t h e 40 acres? 

A. Yes. 

Q. When you go t o t h e r i g h t - h a n d p e r c e n t a g e column, 

does t h a t r e p r e s e n t t h e t o t a l i n t e r e s t i n t h e -- i n t h e 

p r o r a t i o n u n i t ? 

A. R i g h t , e x a c t l y . 

Q. Have any o f t h e Mahaffey w o r k i n g i n t e r e s t u n i t 

owners v o l u n t a r i l y j o i n e d or --

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

Q. What we're t r y i n g t o do i s come up w i t h t h e 

numbers t h a t you have g i v e n us. 

A. R i g h t . 

Q. You g o t 67.82 something p e r c e n t f i r m l y committed 

i n w r i t i n g ? 

A. R i g h t . 

MR. CARR: Mr. S t o v a l l , i f i t would be h e l p f u l , we 
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c o u l d w i t h E x h i b i t 2 i d e n t i f y t hose i n t e r e s t s who have 

j o i n e d i n w r i t i n g , v e r b a l l y and tho s e who have n o t . 

MR. STOVALL: I t might be t h e q u i c k e s t way t o g e t 

t h r o u g h t h i s . 

THE WITNESS: We ' l l s t a r t a t t h e t o p and go down. 

Scope Energy, we have t h a t i n w r i t i n g . They're g o i n g t o 

p a r t i c i p a t e and farm o u t . Anadarko Petroleum C o r p o r a t i o n 

has v e r b a l l y agreed t o p a r t i c i p a t e as t o t h e Teas w o r k i n g 

i n t e r e s t u n i t . Todd M. Wilson w i l l p a r t i c i p a t e i n w r i t i n g . 

Roger T. E l l i o t t w i l l p a r t i c i p a t e i n w r i t i n g . S c o t t 

W i l s o n , R i c h a r d Barr w i l l p a r t i c i p a t e i n w r i t i n g . M i t c h e l l 

Energy and Santa Fe Energy have agreed t o farm o u t t o t h e 

w o r k i n g i n t e r e s t u n i t , t h a t b e i n g t h e Teas w o r k i n g i n t e r e s t 

u n i t . C o l l i n s & Ware has agreed t o p a r t i c i p a t e and o p e r a t e 

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

MR. CARR: Now, b e f o r e you go on, M i t c h e l l Energy and 

Santa Fe have agreed t o farm o u t , b u t t h a t ' s s t i l l -- i t ' s 

j u s t a v e r b a l agreement; i s t h a t c o r r e c t ? 

THE WITNESS: V e r b a l . A w a i t i n g upon t h e f o r m a l 

agreement. 

MR. CARR: L e t ' s go down t o t h e Mahaffey w o r k i n g 

i n t e r e s t group. 

THE WITNESS: Mahaffey w o r k i n g i n t e r e s t group, t h e 

Hondo O i l & Gas has agreed t o farm o u t , w a i t i n g upon t h e 

f o r m a l agreement. 
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MR. CARR: That's v e r b a l ? 

THE WITNESS: V e r b a l . I n w r i t i n g we have Grace 

Pe t r o l e u m C o r p o r a t i o n ; i n w r i t i n g A. W. Dugan; i n w r i t i n g 

agrees t o p a r t i c i p a t e , o f course, Scope Energy i s w i t h i n 

t h e Teas w o r k i n g i n t e r e s t u n i t and Anadarko a g a i n i s w i t h i n 

t h e Teas w o r k i n g i n t e r e s t u n i t . C u l b e r t s o n Management 

T r u s t has agreed t o p a r t i c i p a t e i n w r i t i n g . A g a i n , Roger 

E l l i o t t and Todd Wi l s o n have agreed t o p a r t i c i p a t e . 

Barbara H a r t , no response from her y e t . E l l w o o d O i l 

Company, no response. W i l l i a m W. Saunders has v e r b a l l y 

agreed t o farm o u t . C a r o l day, B e t t y Hays, Judy F l i c k , 

Fred T. Newcomb, no response y e t from t h o s e p a r t i e s . Grace 

W. Eads has agreed t o farm o u t . 

MR. CARR: That's i n w r i t i n g ? 

THE WITNESS: That's i n w r i t i n g . Excuse me. And 

Glenna Anderson, no response from her. 

Q. (By Mr. S t o v a l l ) At t h i s t i m e a r e you j u s t 

s e e k i n g t o p o o l t h e p a r t i e s who have n o t responded o r are 

you a l s o s e e k i n g t o f o r c e p o o l t h e p a r t i e s who have 

v e r b a l l y agreed b u t not y e t --

A. Yes, s i r . 

Q. -- si g n e d t h e agreement? I n d o i n g t h e 

c a l c u l a t i o n s , i t appears t o me t h a t -- i f I read t h i s 

c o r r e c t l y , f o r example, Scope, Anadarko, W i l s o n and E l l i o t , 

a l l own i n t e r e s t s i n b o t h u n i t s ? 
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A. R i g h t . 

Q. But you don't show any percentages w i t h r e s p e c t 

t o t h e i r i n t e r e s t i n t h e Mahaffey u n i t . D i d you 

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

A. Yes, s i r , I i n c o r p o r a t e d t h o s e numbers i n t o t h e 

column on t h e r i g h t s i n c e t h e y have agreed t o p a r t i c i p a t e 

i n o r v e r b a l l y agreed t o p a r t i c i p a t e , and I i n c o r p o r a t e d 

t h o s e numbers. 

MR. STOVALL: Have we g o t r e t u r n r e c e i p t c a r d s , 

Mr. Carr? 

THE WITNESS: Yes, s i r . 

MR. CARR: I have t h e r e t u r n -- I have t h e o r i g i n a l on 

t h e n o t i c e l e t t e r f o r t h e h e a r i n g i f you would l i k e t h o s e 

t o i n c l u d e i n t h e r e c o r d , and we a l s o have a t t a c h e d t o 

E x h i b i t 4 r e t u r n r e c e i p t s on l e t t e r s s e e k i n g j o i n d e r . 

MR. STOVALL: The n o t i c e o f h e a r i n g i s what I am — 

MR. CARR: I have a complete s e t o f t h o s e , and I w i l l 

be happy t o le a v e t h a t w i t h t h e d i v i s i o n . I f you would 

l e a v e t h o s e w i t h t h e d i v i s i o n . I would r a t h e r you have 

them i n your f i l e s t h a n mine. 

EXAMINER STOGNER: Thank you, Mr. Carr. 

MR. CARR: Yes, s i r . 

MR. STOVALL: L e t me j u s t , Mr. Carr, f o r you -- j u s t 

t o c l a r i f y . You n o t i c e d everybody whether o r n o t you're 

a c t u a l l y s e e k i n g t o p o o l them; i s t h a t c o r r e c t ? I mean 
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i t ' s a p r e t t y b i g l i s t t h a t you've g o t on t h e n o t i c e h ere. 

MR. CARR: I have a t t a c h e d a l i s t t o t h e n o t i c e 

a f f i d a v i t , i d e n t i f y i n g each p a r t y t o whom n o t i c e was g i v e n . 

MR. STOVALL: I t appears t h a t i n c l u d e s everybody i n 

and around t h e -- d i d you a l s o i n c l u d e n o t i c e t o people 

o u t s i d e t h e p r o r a t i o n u n i t . 

MR. CARR: Yes, a t t h a t t i m e t h e y were. That's why 

you may have some names t h e r e t h a t are n o t c o n t a i n e d i n 

E x h i b i t No. 2. 

MR. STOVALL: I have n o t h i n g f u r t h e r . 

EXAMINER STOGNER: But everybody t h a t appears i n 

E x h i b i t 2 i s on t h i s l i s t ? 

MR. CARR: Everyone we're se e k i n g t o p o o l i s i n c l u d e d . 

EXAMINER STOGNER: People who you've g o t t e n w r i t t e n 

response from are not i n c l u d e d ? 

MR. CARR: I f we had i t a t t h e t i m e t h a t n o t i c e went 

o u t . 

MR. STOVALL: N o t h i n g f u r t h e r . 

EXAMINER STOGNER: I n t h a t case we have n o t h i n g 

f u r t h e r o f t h i s w i t n e s s . 

Mr. Carr. 

MR. CARR: At t h i s t i m e we c a l l Todd W i l s o n . 

EXAMINER STOGNER: Go o f f t h e r e c o r d f o r about t h r e e 

or f i v e m i n u t e s . 

(At 10:47 a.m. a recess was tak e n . ) 
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EXAMINER STOGNER: L e t ' s go back on t h e r e c o r d . 

Mr. Carr. 

TODD WILSON, 

t h e Witness h e r e i n , h a v i n g been f i r s t d u l y sworn, was 

examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your f u l l name f o r t h e r e c o r d , 

please? 

A. Todd Wi l s o n . 

Q. Where do you r e s i d e ? 

A. M i d l a n d , Texas. 

Q. By whom are you employed? 

A. I'm s e l f - e m p l o y e d . I n t h i s case I'm a c t i n g as a 

c o n s u l t a n t f o r C o l l i n s & Ware. 

Q. Mr. Wi l s o n , have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h i s d i v i s i o n and had your c r e d e n t i a l s as a g e o l o g i s t 

accepted and made a m a t t e r o f reco r d ? 

A. Yes. 

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

t h i s case on b e h a l f of C o l l i n s & Ware, In c . ? 

A. Yes. 

Q. Have you made a study o f t h e s u b j e c t area? 

A. Yes. 

Q. You are f a m i l i a r w i t h t h e i r proposed w e l l ? 
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A. Yes. 

MR. CARR: Are t h e w i t n e s s ' q u a l i f i c a t i o n s a c c e p t a b l e ? 

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

Q. (By Mr. Carr) Have you pr e p a r e d 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 here today? 

A. Prepared two e x h i b i t s ; E x h i b i t No. 7 i s a c r o s s 

s e c t i o n ; E x h i b i t No. 8 i s a s t r u c t u r e map w i t h a n e t sand 

i s o p a c h superimposed on i t . 

Q. Would you go t o t h e cr o s s s e c t i o n and w o r k i n g 

w i t h t h i s and your s t r u c t u r e map r e v i e w f o r Mr. Stogner t h e 

c o n c l u s i o n s you've reached based on your s t u d y o f t h i s 

area? 

A. I n t h i s p a r t i c u l a r area we have t h r e e dominant 

Morrow systems. We have t h e Lower Morrow, which i s a base 

of p a r t o f t h e u n i t i n here. We have t h e M i d d l e Morrow 

u n i t t h a t i s d e f i n a b l e i n t o two systems; c a l l t h e lower one 

t h e S a p h i r e system, t h e upper one t h e Laguna system. The 

Laguna system o f t h e Upper M i d d l e Morrow i s our p r i m a r y 

o b j e c t i v e zone. I t ' s a major producer i n t h i s a r e a. The 

two w e l l s on t h e r i g h t end o f t h i s c r o s s s e c t i o n a r e major 

p r o d u c e r s i n t h e area. 

T h i s w e l l here was d r i l l e d by Barbara F a s k i n s . 

I t was completed back i n '88; has a t o t a l c u m u l a t i v e o f 

about 3.4 BCF and t h a t ' s up t o January o f '91. O f f s e t t i n g 

w e l l d r i l l e d due sou t h o f i t was completed i n January of 
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'90. I t ' s a r e l a t i v e l y new w e l l . P r o d u c t i o n d a t a on i t i s 

l i m i t e d ; appears t o be a v e r y good w e l l . M o n t h l y 

p r o d u c t i o n r a t e s on t h e or d e r of 150 m i l l i o n c u b i c f e e t of 

gas per day w i t h d i s t i l l a t e o u t of sands i n t h e upper p a r t 

of t h e Morrow i n t h e Laguna system o n l y . 

E n v i r o n m e n t a l l y , what you have i n h e r e , between 

t h e M i d d l e Morrow i s a s t a c k o f D e l t a sequence, g o i n g from 

a deep water low energy, low p o r o s i t y , low p e r m e a b i l i t y 

t y p e sand system i n c r e a s i n g i n t o a h i g h e r energy, h i g h e r 

p o r o s i t y , h i g h e r p e r m e a b i l i t y D e l t a sand system. That i s 

t h e main pay zone and capped by a f l u v i a l V a n d e r b i l t t y p e 

system t h a t comes out a t t h e t o p o f t h e upper m i d d l e D e l t a 

zone. 

Q. That i s a cross s e c t i o n o f C - C prime? 

A. I t ' s a cross s e c t i o n C - C prime. I t ' s done on 

a 1- t o 40-acre v e r t i c a l s c a l e . I t ' s n o t h o r i z o n t a l s c a l e . 

I t ' s s t r i c t l y done f o r s t r a t i g r a p h i c e x p l a n a t i o n and 

c o r r e l a t i o n . 

Q. Would you now go t o t h e s t r u c t u r e map. 

A. A c r o s s s e c t i o n C - C prime . I t s t a r t s here 

S e c t i o n 31 t h r o u g h S e c t i o n 6, goes down t o w e l l i n 23 and 

t h e n i n 27. The s t r u c t u r e map i s done on a 1 t o 2000 

s c a l e . The c o n t o u r a v a i l a b l e i s 50 f e e t . R e g i o n a l l y i n 

here your s t r u c t u r e i s d o m i n a n t l y n o r t h - s o u t h . I n t h e 

p r o s p e c t area, which we are see k i n g t o d r i l l i n t h e n o r t h 
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h a l f o f S e c t i o n 13, t h e r e i s a s t r u c t u r a l -- you n o t i c e i t 

t a k e s o f f i n a s o u t h e a s t e r l y o r i e n t a t i o n o f f o f t h i s major 

n o r t h t r e n d . 

So s t r u c t u r a l l y i n here we appear l i k e we're 

g o i n g t o be i n a p o s i t i o n we're g o i n g t o be r u n n i n g 

b a s i c a l l y f l a t t o t h e Union w e l l d r i l l e d i n S e c t i o n 6, 

which i s making about t h r e e b a r r e l s o f water per day. I f 

you g e t any lower t h a n t h a t s t r u c t u r a l l y would be r i s k i n g 

encroachment o f water i n t o t h e pay sands and n o t as good an 

e c o n o m i c a l l y commercial w e l l . 

To t h e n o r t h area i n here you can see t h e D e l t a 

e n t e r i n g t h e marine system o f f o f a f l u v i a l e n v i r o n m e n t . 

There i s q u i t e a few w e l l s up i n here i n t h e 7 s e c t i o n 

p e r i m e t e r s u r r o u n d i n g t h e upper reaches of t h i s D e l t a . 

There's a p p r o x i m a t e l y 10 h o l e s t h a t were d r i l l e d , o n l y two 

enco u n t e r e d commercial q u a l i t y pays, r i g h t here and r i g h t 

h e r e . So you see t h a t t h e r e i s about a 20 p e r c e n t success 

f a c t o r o f f i n d i n g e c o n o m i c a l l y s i g n i f i c a n t gas w i t h i n t h i s 

a r e a . 

As you go s o u t h , down t h i s l o b e o f t h e D e l t a 

system, t h e sands s t a r t t o s p l a y . The w e l l here i n 23 i s 

becoming s t r u c t u r a l l y lower and t h e p e r f o r a t i o n d a t a --

t h i s i s on t h e cr o s s s e c t i o n -- encountered gas d i s t i l l a t e 

and w a t e r ; water i n s i g n i f i c a n t enough q u a n t i t i e s , 54.8 

b a r r e l s o f water per day, 29.1 b a r r e l s o f water per day, t o 
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i n d i c a t e t h a t we're i n a t r a n s i t i o n a l zone o f t h e gas/water 

c o n t a c t . 

As you proceed f u r t h e r s o u t h , t h e sands break up 

more, become i s o l a t e d and t i g h t . So t h e r e i s a p r o b a b i l i t y 

o f r i s k i n here of a r e l a t i v e l y narrow Morrow system, w i t h 

numerous misses on t h e n o r t h end, b r o a d e n i n g and 

b i f u r c a t i n g as you go t o t h e south i n t o a deeper w a t e r 

D e l t a - w a t e r - t y p e system, w i t h water problems and low 

q u a l i t y , low p e r m e a b i l i t y , low p o r o s i t y sands. 

Q. Mr. W i l s o n , based on your s t u d y o f t h e Morrow 

f o r m a t i o n i n t h i s area, are you p r e p a r e d t o make a 

recommendation t o Mr. Stogner as t o t h e r i s k p e n a l t y t h a t 

s h o u l d be assessed a g a i n s t any i n t e r e s t owner who does n o t 

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

A. Yes. 

Q. What p e n a l t y do you recommend? 

A. We would recommend a 200 p e r c e n t p e n a l t y . 

Q. I s t h e r e a chance, i n your o p i n i o n , t h a t a w e l l 

a t t h i s l o c a t i o n m ight be noncommercial? 

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

Q. Have you made an e s t i m a t e o f overhead and 

a d m i n i s t r a t i v e c o s t s t o be i n c u r r e d w h i l e d r i l l i n g t h e w e l l 

and a l s o w h i l e p r o d u c i n g i f i n f a c t i t i s a s u c c e s s f u l 

w e l l ? 

A. Yes. A c t u a l d r i l l i n g o p e r a t i o n c o s t s w i l l r u n 
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a p p r o x i m a t e l y $6300 per month. Lease o p e r a t i n g expenses 

a f t e r t h e w e l l i s completed w i l l r u n $630 per month. 

Q. Are these t h e same f i g u r e s t h a t appear i n 

E r n s t & Young f o r w e l l s i n t h i s area --

A. Yes. 

Q. - - t o t h i s depth? Are these c o s t s i n l i n e w i t h 

what has been r e q u i r e d by t h e d i v i s i o n and charged by o t h e r 

o p e r a t o r s f o r s i m i l a r w e l l s ? 

A. Yes. 

Q. Do you recommend these f i g u r e s be i n c o r p o r a t e d 

i n t o t h e o r d e r t h a t r e s u l t s from t h i s h e a r i n g ? 

A. Yes. 

Q. Does C o l l i n s & Ware, I n c . , seek t o be d e s i g n a t e d 

o p e r a t o r o f t h i s w e l l ? 

A. Yes. 

Q. I n your o p i n i o n , would g r a n t i n g o f t h i s 

a p p l i c a t i o n be i n t h e best i n t e r e s t of t h e c o n s e r v a t i o n and 

p r e v e n t i o n o f waste and p r o t e c t i o n o f c o r r e l a t i v e r i g h t s ? 

A. Yes. 

Q. How soon c o u l d C o l l i n s & Ware be ready t o go 

f o r w a r d w i t h t h e development o f t h i s p a r t i c u l a r s p a c i n g 

u n i t ? 

A. I t h i n k t h e y ' r e l o o k i n g t o s t a r t d r i l l i n g 

o p e r a t i o n s as soon as p o s s i b l e . 

Q. Do you t h e r e f o r e r e q u e s t t h a t any o r d e r f r o m t h e 
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d i v i s i o n be e x p e d i t e d t o t h e e x t e n t p o s s i b l e ? 

A. That would be g r e a t l y a p p r e c i a t e d . 

Q. Were E x h i b i t s 7 and 8 pr e p a r e d by you? 

A. Yes. 

MR. CARR: At t h i s t i m e , Mr. Stogner, we would move 

t h e a d m i s s i o n o f C o l l i n s & Ware E x h i b i t s 7 and 8. 

EXAMINER STOGNER: E x h i b i t s 7 and 8 w i l l be a d m i t t e d 

i n t o e v i d e n c e . 

( C o l l i n s & Ware E x h i b i t s 7 and 8 

were a d m i t t e d i n evidence.) 

MR. CARR: That concludes my e x a m i n a t i o n o f 

Mr. W i l s o n . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Wi l s o n , what's g o i n g t o be t h e u l t i m a t e 

t o t a l d e p t h o f t h i s w e l l , a p p r o x i m a t e l y ? 

A. A p p r o x i m a t e l y i t ' s g o i n g t o be -- on t h e AFE I 

b e l i e v e i t i s s e t up f o r about 13,900 f e e t . 

Q. And you mentioned t h a t t h e 6300 and 630 overhead 

charges were i n l i n e w i t h E r n s t & Young. I s t h a t t h e 1990 

e s t i m a t e d schedule? 

MR. CARR: Yes. 

A. I b e l i e v e so, yes. 

Q. (By Examiner Stogner) That b e i n g t h e l a t e s t one 

I s h o u l d say. 
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EXAMINER STOGNER: I have no o t h e r q u e s t i o n s f o r t h i s 

w i t n e s s . Are t h e r e any o t h e r q u e s t i o n s ? 

MR. STOVALL: I have no q u e s t i o n s . 

EXAMINER STOGNER: Hold i t . I m i g h t . 

Q. (By Examiner Stogner) Being i n a p o t a s h area, 

t h e r e i s a r e q u i r e m e n t f o r a e x t r a s t r i n g o f c a s i n g ; i s 

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

A. Yes. 

Q. And you d i d not submit t h e AFE t o d a y , d i d you? 

A. Yes, we d i d . 

Q. E x h i b i t No. 3. 

A. I do b e l i e v e t h a t s t r i n g i s i n c o r p o r a t e d i n t h e 

AFE. I t ' s what t h e y c a l l a s a l t p r o t e c t i o n s t r i n g . 

Q. And o t h e r t h a n b e i n g around a p o t a s h a r e a , t h i s 

p a r t i c u l a r s t r i n g o f c a s i n g i s n o t r e q u i r e d anywhere e l s e ; 

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

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

Q. So t h a t b r i n g s t h e a d d i t i o n a l c o s t up? 

A. Yes, i t does. 

EXAMINER STOGNER: No o t h e r q u e s t i o n s o f t h i s w i t n e s s . 

Mr. W i l s o n , you may be excused. 

A n y t h i n g f u r t h e r i n t h i s case, Mr. Carr? 

MR. CARR: No t h i n g f u r t h e r , Mr. Stogner. 

EXAMINER STOGNER: Does anybody e l s e have a n y t h i n g 

f u r t h e r i n case 10299? Case w i l l be t a k e n under 
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advisement. 

(Whereupon, t h e h e a r i n g was concluded a t t h e 

appr o x i m a t e hour o f 11:00 a.m.) 

* * * 
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