
•1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

I 8 

1 9 

2 0 

2 1 

2 2 

2 3 

24 

25 

1 

NEW MEXICO OIL CONSERVATION DIVISION 

STATE LAND OFFICE BUILDING 

STATE OF NEW MEXICO 

CASE NO. 10410 

IN THE MATTER OF: 
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Conpany 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 , Eddy 
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ROBERT G. STOVALL, ESQ. 
G e n e r a l C o u n s e l 
S t a t e Land O f f i c e B u i l d i n g 
S a n t a Fe, New M e x i c o 87504 

FOR THE APPLICANT: 

THE HINKLE LAW FIRM 
500 M a r q u e t t e N.W., S u i t e 800 
Alb u q u e r q u e , New Mexico 87102 
BY: JAMES G. BRUCE, ESQ. 

FOR CHEVRON U.S.A. : 

CAMPBELL, CARR, BERGE & SHERIDAN, P.A 
P o s t O f f i c e Box 2208 
S a n t a Fe, New M e x i c o 87504-2 208 
BY: WILLIAM F. CARR, ESQ. 

FOR C 3N0C0 , INC. : 

KELLAHIN, KELLAHIN & AUBREY 
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A p p e a r a n c e s 

N D E X 

'age Numbe: 

WITNESSES FOR THE APPLICANT 

1. D. PAUL HADEN 
E x a m i n a t i o n by Mr 
E x a m i n a t i o n by Mr 

2. J. DAVID OVERTON 
E x a m i n a t i o n by Mr 
E x a m i n a t i o n by Mr 

B r u c e 
C a t a n a c h 

B r u c e 
C a t a n a c h 

4 
1 2 

1 4 
20 

C e r t i f i c a t e o f R e p o r t e r 24 

E X H I B I ' " S 
Page 

E x h i b i t No . •1 6 
E x h i b i t No . 2 6 
E x h i b i t No . 3 8 
E x h i b i t No . 4 9 
E x h i b i t No . 5 A 10 
E x h i b i t No . 5B 10 
Exh i b 11 No . 6 10 
E x h i b i t No . 7 i i 

E x h i b i t No . 8 1 2 
E x h i b i t No . 9 1 5 
E x h i b i t No . 1 0 1 6 
E x h i b i t No . i ^ 1 8 
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EXAMINER CATANACH: C a l l Case 10410. 

MR. STOVALL: A p p l i c a t i o n o f Mewbourne 

O i l Company f o r c o m p u l s o r y p o o l i n g and an 

u n o r t h o d o x gas w e l l l o c a t i o n , Eddy C o u n t y , New 

M e x i c o . 

EXAMINER CATANACH: A r e t h e r e 

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

MR. BRUCE: Mr. E x a m i n e r , J i m B r u c e o f 

t h e H i n k l e Law F i r m i n A l b u q u e r q u e f o r t h e 

A p p l i c a n t . I have two w i t n e s s e s t o be s w o r n . 

EXAMINER CATANACH: O t h e r a p p e a r a n c e s ? 

MR. CARR: May i t p l e a s e t h e E x a m i n e r , 

W i l l i a m F. C a r r w i t h t h e S a n t a Fe l a w f i r m 

C a m p b e l l , C a r r , B e r g e & S h e r i d a n . I make my 

a p p e a r a n c e t o d a y f o r C h e v r o n USA, and I have no 

w i t n e s s e s . 

MR. KELLAHIN: Mr. E x a m i n e r , I'm Tom 

K e l l a h i n o f t h e S a n t a Fe l a w f i r m K e l l a h i n , 

K e l l a h i n & A u b r e y , a p p e a r i n g on b e h a l f o f Conoco, 

I n c . 

EXAMINER CATANACH: 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 t o be s w o r n i n . 

D. PAUL HADEN 

H a v i n g been f i r s t d u l y s w o r n upon h i s o a t h , was 

e x a m i n e d and t e s t i f i e d as f o l l o w s : 

RODRIGUEZ-VESTAL REPORTING, INC 
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EXAMINATION 

BY MR. BRUCE-

Q. Would y o u p l e a s e s t a t e y o u r name f o r 

t h e r e c o r d . 

A. My name i s P a u l Haden. 

Q. Where do y o u r e s i d e ? 

A. I r e s i d e i n M i d l a n d , T e x a s . 

Q. What i s y o u r o c c u p a t i o n and who i s y o u r 

emp1o ye r ? 

A. P e t r o l e u m l a n d m a n . I am e m p l o y e d by 

Mewbourne O i l Company. 

Q. Have y o u 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 D i v i s i o n as a p e t r o l e u m l a ndman and had y o u r 

c r e d e n t i a l s as an e x p e r t a c c e p t e d as a m a t t e r o f 

r e c o r d ? 

A. Yes, I h a v e . 

Q. A r e y o u f a m i l i a r w i t h t h e l a n d m a t t e r s 

i n v o l v e d i n t h i s c a s e ? 

A. Yes, l a m . 

MR. BRUCE: Mr. E x a m i n e r , a r e t h e 

w i t n e s s ' s c r e d e n t i a l s a c c e p t a b l e ? 

EXAMINER CATANACH: They a r e . 

Q. Mr. Haden, b r i e f l y s t a t e what Mewbourne 

s e e k s i n t h i s c a s e . 

A. Mewbourne s e e k s an o r d e r p o o l i n g a l l 

RODRIGUEZ-VESTAL REPORTING, INC 
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m i n e r a l i n t e r e s t s from t h e base of t h e Abo 

f o r m a t i o n t o t h e base of t h e Morrow f o r m a t i o n , 

u n d e r l y i n g t h e west h a l f of S e c t i o n 16, Township 

18 South, Range 27 Eas t , f o r a l l p o o l s , 

f o r m a t i o n s , spaced on 160 and 320 a c r e s . 

Mewbourne a l s o r e q u e s t s a p p r o v a l f o r an 

u n o r t h o d o x gas w e l l l o c a t i o n . 

MR. BRUCE: Mr. Examiner, we had 

o r i g i n a l l y r e q u e s t e d f o r c e p o o l i n g of 40-acre 

u n i t s , b u t due t o t h e i n t e r e s t s Mewbourne now 

c o n t r o l s , we no l o n g e r need t h a t . 

Q. Mr. Haden, r e f e r r i n g t o E x h i b i t 1, what 

i s t h e proposed l o c a t i o n of t h e Mewbourne w e l l ? 

A. The proposed l o c a t i o n i s 1980 f e e t from 

t h e west l i n e and 990 f e e t f r o m t h e s o u t h l i n e of 

S e c t i o n 16. 

Q. W i l l Mr. O v e r t o n , t h e g e o l o g i s t , 

d i s c u s s t h e need f o r t h e u n o r t h o d o x l o c a t i o n ? 

A, Yes, he w i l l . 

Q. Who are t h e p a r t i e s Mewbourne seeks t o 

f o r c e poo 1 ? 

A. Exxon Company USA, and Chevron USA. 

Q Now, r e f e r r i n g t o E x h i b i t No. 2, r i g h t 

a t t h e t o p t h e r e are l e t t e r s r e g a r d i n g Conoco. 

What i s t h e c u r r e n t s t a t u s of t h e Conocc i n t e r e s t 

RODRIGUEZ-VESTAL REPORTING, INC 
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i n t h i s u n i t ? 

A. We have e n t e r e d i n t o a f a r m o u t 

agreement w i t h Conoco. T h e r e f o r e , we hereby 

d i s m i s s Conoco. 

Q. R e f e r r i n g t o E x h i b i t No. 2, would you 

i d e n t i f y i t f o r t h e Examiner and d i s c u s s your 

e f f o r t s t o o b t a i n t h e v o l u n t a r y j o i n d e r of Exxon 

and Chevron i n t h i s w e l l ? 

A. E x h i b i t No. 2 are our l e t t e r s t o Exxon 

and Chevron. We've a t t e m p t e d t o o b t a i n a f a r m o u t 

from Exxon s i n c e October 10, 1990. Numerous 

l e t t e r s have t r a n s p i r e d between t h e two 

companies. We have y e t been u n a b l e t o re a c h a 

f o r m a l f a r m o u t agreement w i t h them. 

However, my o f f i c e c a l l e d Mr. Bruce's 

o f f i c e y e s t e r d a y and t h e y say t h e y are w i l l i n g t o 

farm o u t . However, we've n o t seen a f a r m o u t 

agreement so t h e r e f o r e we w i l l have t o keep them 

under t h e p o o l i n g p r o v i s i o n s u n t i l we o b t a i n such 

an agreement. 

Q. I f you s u b s e q u e n t l y come t o terms w i t h 

Exxon, w i l l t h e OCD be n o t i f i e d ? 

A Yes, t h e y w i l l be p r o p e r l y n o t i f i e d , 

under t h e terms of t h e p o o l i n g . 

Chevron, we have communicated w i t h them 

RODRIGUEZ-VESTAL REPORTING, INC 
(505) 988-1772 
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s i n c e January 17, 1 99 1 - - s t i 1 1 are com m u n i c a t i n g 

w i t h them. Thus f a r we have not reached a f o r m a l 

e x e c u t e d f a r m o u t agreement w i t h them. 

However, we p l a n t o c o n t i n u e 

n e g o t i a t i o n s w i t h them u n t i l such t i m e as we do 

come t o a f a r m o u t agreement w i t h them. 

Q. And does E x h i b i t 2 c o n t a i n a l l of your 

c o r r e s p o n d e n c e w i t h b o t h Exxon and Chevron? 

A . Yes, i t does. 

Q. Were t h e r e a l s o phone c a l l s f r o m you t o 

Exxon and Chevron? 

A. Numerous phone c a l l s s i n c e t h e s e d a t e s 

w h i c h I p r e v i o u s l y m e n t i o n e d , 

Q. I n your o p i n i o n have you made a 

g o o d - f a i t h e f f o r t t o o b t a i n t h e i r v o l u n t a r y 

j o i n d e r ? 

A. Yes, I have. 

Q. Does Mewbourne r e q u e s t t h a t i t be named 

o p e r a t o r of t h e w e l l ? 

A, Yes . 

Q, R e f e r r i n g t o E x h i b i t 3, what acreage 

does Mewboume c o n t r o l i n t h i s u n i t ? 

A C u r r e n t l y , under E x h i b i t 3, Mewbourne 

c o n t r o l s t h e s o u t h e a s t q u a r t e r of t h e southwe s t 

q u a r t e r , t h e s o u t h e a s t q u a r t e r of t h e n o r t h w e s t 

RODRIGUEZ-VESTAL REPORTING, INC 
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q u a r t e r , and a l s o t h e s o u t h w e s t q u a r t e r o f t h e 

n o r t h w e s t q u a r t e r . 

Q. R e f e r r i n g t o E x h i b i t 4, w o u l d y o u 

d i s c u s s t h e p r o p o s e d w e l l c o s t s ? 

A. E x h i b i t 4 i s an a u t h o r i z a t i o n f o r 

e x p e n d i t u r e . I t ' s an e s t i m a t e o f t h e w e l l c o s t . 

We e s t i m a t e t h e d r y - h o l e c o s t o f $4 0 8 , 0 7 0 ; t o t a l 

c o m p l e t e d c o s t o f $73 3 , 8 5 3 . 

Q. I s t h i s w e l l c o s t i n l i n e w i t h t h o s e 

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

d e p t h i n Eddy C o u n t y ? 

A. Yes, we b e l i e v e i t i s . 

Q. Do y o u have a r e c o m m e n d a t i o n as t o t h e 

amou n t s Mewbourne s h o u l d be p a i d f o r s u p e r v i s i o n 

and a d m i n i s t r a t i o n e x p e n s e s ? 

A. F o r d r i l l i n g w e l l r a t e , $5,500 p e r 

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

$550. 

Q. A r e t h e s e a m o u n t s n o r m a l l y c h a r g e d by 

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

t y p e i n t h i s a r e a ? 

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

Q, A r e t h e y i n l i n e w i t h M e w b o u r n e 1 s 

F e d e r a l S w e l l i m m e d i a t e l y t o t h e s o u t h e a s t ? 

A. T h a t i s c o r r e c t . T h a t i s i n S e c t i o n 

RODRIGUEZ-VESTAL REPORTING, INC 
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2 1 , by t h e way. 

Q. What p e n a l t y do y o i recommend a g a i n s t 

t h e n o n e o n s e n t i n g i n t e r e s t o w n e r s ? 

A. W e l l c o s t s p l u s 200 p e r c e n t r i s k 

p e n a l t y . 

Q. W i l l t h e g e o l o g i s t f u r t h e r t e s t i f y i n 

t h i s m a t t e r ? 

A. Yes, s i r . The g e o l o g i s t w i l l d i s c u s s 

t h e r e a s o n a b l e n e s s o f t h e p r o p o s e d p e n a l t y . 

Q. R e f e r r i n g t o E x h i b i t s 5A and 5B, w o u l d 

y o u p l e a s e i d e n t i f y them f o r t h e E x a m i n e r ? 

A. E x h i b i t 5A i s a l i s t i n g o f t h e t r a c t 

o w n e r s h i p t h a t we b e l i e v e c o u l d be a f f e c t e d by 

o u r p r o p o s e d w e l l . 

Q. By t h e u n o r t h o d o x l o c a t i o n ? 

A. 3y t h e u n o r t h o d o x l o c a t i o n , t h a t ' s 

c o r r e c t . 

Q. And 5B, what does t h a t l i s t ? 

A. 5B i s t h e map, t r a c t o w n e r s h i p map, 

d e s c r i b i n g t h e t r a c t s o f f s e t t i n g o u r a c r e a g e . 

Q. And r e f e r r i n g t o E x h i b i t 6, w o u l d y o u 

i d e n t i f y what t h o s e r e p r e s e n t : ? 

A, E x h i b i t No. 6 i s a l e t t e r d a t e d O c t o b e r 

1 0 t h s e n t t o a l l o f t h e o f f s e t o w n e r s t h a t w e r e 

l i s t e d i n t h i s t r a c t o w n e r s h i p , and E x h i b i t No. 

RODRIGUEZ-VESTAL REPORTING, INC 
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5A, d e s c r i b i n g what we are s e e k i n g , r e q u e s t i n g 

them t o g i v e us a w a i v e r ; t h a t i s , an okay f o r us 

t o d r i l l our w e l l a t an u n o r t h o d o x l o c a t i o n . 

Q. Have you r e c e i v e d any w a i v e r s ? 

A. Yes, I have. That i s i n E x h i b i t No. 7. 

Q. To t h e b e s t of your knowledge, does 

anyone o b j e c t t o t h e u n o r t h o d o x l o c a t i o n ? 

A. Thus f a r t h e r e have been no o b j e c t i o n s 

t o our proposed l o c a t i o n . 

Q. I n your o p i n i o n , i s t h e g r a n t i n g of 

t h i s a p p l i c a t i o n i n t h e i n t e r e s t s of 

c o n s e r v a t i o n , t h e p r e v e n t i o n of waste and t h e 

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

Q. Were E x h i b i t s 1 t h r o u g h 7 p r e p a r e d by 

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

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

MR. BRUCE: Mr. Examiner, a t t h i s t i m e 

I would move t h e a d m i s s i o n of E x h i b i t s 1 t h r o u g h 

7 . 

MR. STOVALL: Q u e s t i o n b e f o r e you 

r espond t o t h a t , Mr. Examiner. 

E x h i b i t 2 c o n t a i n s some co r r e s p o n d e n c e 

w i t h Conoco, a l s o . I assume t h a t package was p u t 

t o g e t h e r b e f o r e t h e agreement: w i t h Conoco was 

RODRIGUEZ-VESTAL REPORTING, INC 
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r e a c h e d ? 

MR. 3RUCE: T h a t i s c o r r e c t . The 

a g r e e m e n t w i t h Conoco was f i n a l i z e d y e s t e r d a y , I 

b e l i e v e . 

MR. STOVALL: So, f o r t h e p u r p o s e o f 

E x h i b i t 2, y o u r e a l l y a r e j u s t t a l k i n g a b o u t t h e 

Exxon and C h e v r o n c o r r e s p o n d e n c e b e i n g t h e 

r e l e v a n t d o c u m e n t s ? 

MR. BRUCE: T h a t ' s c o r r e c t . 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 

7 w i l l be a d m i t t e d as e v i d e n c e . 

MR. BRUCE: And, Mr. E x a m i n e r , I w o u l d 

a l s o move t h e a d m i s s i o n o f E x h i b i t 8, w h i c h i s 

t h e A f f i d a v i t o f n o t i c e r e g a r d i n g t h e c o m p u l s o r y 

p o o l i n g p o r t i o n o f t h e a p p l i c a t i o n . E x h i b i t 6 i s 

t h e n o t i c e r e g a r d i n g t h e u n o r t h o d o x l o c a t i o n . 

EXAMINER CATANACH: E x h i b i t 8 w i l l be 

a d m i t t e d as e v i d e n c e . 

Any q u e s t i o n s o f t h e w i t n e s s ? 

MR. CARR: No q u e s t i o n s . 

MR. KELLAHIN: [ I n d i c a t e d . ] 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Haden, i t ' s my u n d e r s t a n d i n g y o u 

have r e a c h e d an a g r e e m e n t w i t h Conoco? 

RODRIGUEZ-VESTAL REPORTING, INC. 
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A. That i s c o r r e c t , as of y e s t e r d a y . 

Q. And Exxon may farm o ut t o you, i s t h a t 

c o r r e c t ? 

A. They have i n d i c a t e d t h e y w i l l f arm o u t ; 

however, I p e r s o n a l l y have n o t seen any terms as 

t o t h e i r proposed f a r m o u t . N o t h i n g has been 

s i g n e d . 

Q. As f a r as Chevron's i n t e r e s t i s 

concerned, y o u ' r e a t an impasse w i t h them? 

A, C u r r e n t l y t h a t i s c o r r e c t . However, we 

p l a n ~o come t o an agreement w i t h them i n t h e 

e l e v e n t h hour of t h e e x p i r a t i o n p e r i o d of t h e 

o r d e r i n whi c h t h e y can d e l i v e r a f a r m o u t 

agreement t o us. 

Q Has Mewbourne d r i l l e d Morrow w e l l s i n 

t h i s area? 

A . Yes, we have. 

Q. C u r r e n t l y o p e r a t e some? 

A, C u r r e n t l y o p e r a t e some. S e c t i o n 21, 

n o r t h h a l f , our F e d e r a l S #1 w e l l i s c u r r e n t l y a 

Morrow p r o d u c e r . 

Q. These d r i l l i n g c o s t s are i n l i n e w i t h 

c u r r e n t c o s t s out t h e r e ? 

A. Th a t ' s c o r r e c t . 

EXAMINER CATANACH: I have n o t h i n g 

RODRIGUEZ-VESTAL REPORTING, INC 
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f u r t h e r . The w i t n e s s may be e x c u s e d . 

J . DAVID OVERTON 

H a v i n g been f i r s t d u l y s w o r n upon h i s o a t h , was 

e x a m i n e d and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. BRUCE: 

Q. Would y o u p l e a s e s t a t e y o u r name and 

c i t y o f r e s i d e n c e ? 

A. J. D a v i d O v e r t o n , find I l i v e I n M i d l a n d 

Texas 

Q. What i s y o u r o c c u p a t i o n ? 

A. I'm a p e t r o l e u m g e o l o g i s t f o r Mewboume 

O i i C ompany. 

Q. Have y o u 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 OCD as a p e t r o l e u m g e o l o g i s t ? 

A. Yes, s i r , I h a v e . 

Q. Were y o u r c r e d e n t i a l s a c c e p t e d as a 

m a t t e r o f r e c o r d ? 

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

Q. Are y o u f a m i l i a r w i t h t h e g e o l o g y 

i n v o l v i n g t h i s p r o s p e c t ? 

A. Yes, s i r , I am. 

MR. BRUCE: Mr. E x a m i n e r , I t e n d e r t h e 

w i t n e s s as an e x p e r t g e o l o g i s t . 

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

RODRIGUEZ-VESTAL REPORTING, INC 
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Q Mr. O v e r t o n , r e f e r r i n g t o E x h i b i t 9, 

w o u l d y o u d e s c r i b e i t s c o n t e n t s f o r t h e E x a m i n e r 

and t h e p u r p o s e f o r w h i c h Mewbourne s e e k s t h e 

u n o r t h o d o x l o c a t i o n ? 

A, E x h i b i t No. 9 i s a P e n n s y l v a n i a n gas 

p r o d u c t i o n s t u d y f o r t h e a r e a s u r r o u n d i n g t h e 

p r o p o s e d u n o r t h o d o x l o c a t i o n . And t h e w e l l we 

w o u l d l i k e t o d r i l l i s o u r R e; d Lake S t a t e No. 1 

i n S e c t i o n 16 o f 18-27. 

The map shows a l l t h e p r o d u c i n g 

P e n n s y l v a n i a n h o r i z o n s , m o s t l y Morrow i n t h e 

a r e a . T h e r e a r e t h r e e c o l o r s g i v e n t o Morrow 

p r o d u c t i o n , b e i n g g r a y , w h i c h i s t h e l o w e r 

M o r r o w , l o w e r m o s t s a n d i n t e r v a l , b r o w n , w h i c h i s 

above t h a t one, o r a n g e w h i c h i s above b r o w n , and 

g r e e n , w h i c h we c a l l a M i d d l e Morrow s a n d . 

I n t h e s p e c i f i c a r e a o f t h e w e l l w e ' r e 

p r o p o s i n g , we have p r o d u c t i o n f r o m o r a n g e , b r o w n 

and g r e e n ; h o w e v e r , t h e M i d d l e Morrow g r e e n s a n d 

p r o d u c e r i n S e c t i o n 16 was m a k i n g 1 Mcf p e r day 

i n J u l y o f 1 9 9 1 . We d o n ' t f e e l l i k e i t ' s 

c o n t r i b u t i n g a w h o l e l o t n o r i s i t a r e a l v i a b l e 

e c o n o m i c t a r g e t . 

The b r o w n s a n d p r o d u c e s i n S e c t i o n 22 

and was p r o d u c t i v e i n S e c t i o n 17. I n 22, t h a t 
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w e l l ' s l a s t p r o d u c t i o n was 8/90. The w e l l h ad 

made 1 B c f . The w e i l i n 17, t h e zone was 

a b a n d o n e d i n 1972 and made j u s t s h o r t o f 1-1/2 

Bc f . 

I n o u r m i n d s , o u r w e l l , w e ' r e l o o k i n g 

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

i n o u r F e d e r a l S #1 i n S e c t i o n 2 1 . 

Q. T h a t ' s t h e w e l l i n t h e n o r t h e a s t 

q u a r t e; r o f t h e n o r t h e a s t q u a r t e r ? 

A T h a t ' s c o r r e c t . Ar.d w e ' r e m a k i n g j u s t 

s h o r t o f a m i l l i o n c u b i c f e e t a day as o f A u g u s t , 

f c r t h a t w e i l . 

Q P l e a s e move on t o E x h i b i t 10. 

A, E x h i b i t 10 i s a c r o s s - s e c t i o n o f t h e 

k e y w f ; l l s f o r t h e p r o s p e c t . I t ' s a Morrow 

s t r a t l g r a p h i c c r o s s - s e c t i o n , B - B'. I t s t a r t s 

t o t h e l e f t - h a n d s i d e w i t h t h e w e l l i n S e c t i o n 

17, t h e Humble O i l & R e f i n i n g Company, Chopped 

L e f t Draw U n i t C # 1 . I t shows t h e p e r f o r a t e d 

i n t e r v a l s as b e i n g o r a n g e and b r o w n . 

And t h e n f r o m t h e r e we c o r r e l a t e a c r o s s 

t o t h e O r y x E n e r g y Company S k o g g i n - D r a w S t a t e Com 

C #1 i n S e c t i o n 16, w h i c h was n o t p e r f o r a t e d i n 

e i t h e r o r a n g e and b r o w n b u t r a t h e r i n t h e g r e e n 

s a n d . 
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Y o u ' l l n o t e on the c o m p l e t i o n c a r d on 

t h a t w e l l t h e i r i n i t i a l s h u t - i n b o t t o m h o l e 

p r e s s u r e was 879 pounds, w h i c h shows some 

d e f i n i t e d r a i n a g e e f f e c t s , and we f e e l l i k e i t ' s 

c o n n e c t e d t o a t r e n d t o t h e west of us, and w i l l 

p r o b a b l y d r a i n t h r o u g h o u t the ar e a . 

Our w e l l , t h e F e d e r a l S #1 i n S e c t i o n 

21 i s t h e ne x t one. We have an orange i n t e r v a l 

w h i c h we are p r o d u c i n g out of t h a t w e l l . I n s i x 

months i t had t o t a l e d j u s t s h o r t of 180 m i l l i o n 

c u b i c f e e t of gas. 

And t h e w e l l on t h e f a r r i g h t - h a n d s i d e 

of t h e c r o s s - s e c t i o n i s t h e Sun E x p l o r a t i o n and 

P r o d u c t i o n Company, s i n c e renamed Oryx 

Skoggin-Draw A F e d e r a l # 1 , wh i c h i s p e r f o r a t e d i n 

the g r a y , t h e orange and t h e green sand, a l l of 

those b e i n g f a i r l y t h i n s t r i n g e r s . 

I f you w i l l n o t e , i t ' s seldom t h a t 

anybody p e r f s i n t h e same h o r i z o n . There are 

p e r f o r a t i o n s t h r o u g h o u t b u t -hey're always i n 

c o m b i n a t i o n w i t h s o m ething e l s e , o u t s i d e of our 

F e d e r a l S #1 and t h e green sand p e r f o r a t i o n s i n 

the Oryx w e l l . 

That t e n d s t o show q u i t e a b i t of 

g e o l o g i c a l r i s k i n v o l v e d . You do t h e b e s t you 
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can t c f i n d t h e t a r g e t and d r i l l i t . You're not 

r e a l l y sure what y o u ' r e g o i n g t o r u n i n t o . 

Q. Would you p l e a s e d i s c u s s E x h i b i t 11 f o r 

+1 Vi Q "̂ ̂ ' S Ti ^ 6 r , 

A. E x h i b i t 11 i s a Lower Morrow s t r u c t u r e 

map i n dashed l i n e s . I t shows a r e g i o n a l d i p t o 

the s o u t h w e s t , and a l s o a Lower Morrow orange 

sand i s o p a c h map. The s o l i d l i n e i s shewing two 

chan n e l t r e n d s on t h e map; t h e n o r t h e r n one i s 

the one of s i g n i f i c a n c e t o us h e r e . 

We're p r o j e c t i n g t h a t our proposed 

l o c a t i o n w i l l have about 10 f e e t of sand w i t h 

p o r o s i t y g r e a t e r t h a n e i g h t p e r c e n t w h i c h we use 

as a lower l i m i t . 

I f you would n o t e t h e s m a l l X j u s t 

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

l e g a l l o c a t i o n , i t f a l l s c o m p l e t e l y o u t s i d e of 

our t r e n d . I n our mind, t h i s orange sand i s 

r e a l l y t h e o n l y economic t a r g e t i n t h e proposed 

w e l l , and we have moved i t j u s t t r y i n g t o reduce 

our g e o l o g i c a l r i s k . Our p r o d u c t i o n i n t h e area 

r a i s e s economic r i s k c o n s i d e r a b l y a t t o d a y ' s gas 

p r i c e s . 

Q. You're h o p i n g t o d u p l i c a t e t h e r e s u l t s 

of your F e d e r a l S w e l l ? 
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A. Yes, s i r , we a r e . 

Q. I n y o u r o p i n i o n , w h at p e n a l t y s h o u l d be 

a s s e s s e d a g a i n s t any n o n c o n s e n t i n g i n t e r e s t 

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

A. I f e e l l i k e 200 p e r c e n t p l u s c o s t i s 

r e a s o n a b l e . 

Q. You t h i n k i t ' s r e a s o n a b l e b a s e d on t h e 

g e o l o g i c r i s k o f t h i s p r o s p e c t ? 

A. Yes, s i r , I do. I t h i n k t h e r e ' s a 

s i g n i f i c a n t amount o f g e o l o g i c a l r i s k and 

e c o n o m i c r i s k , e v e n i f y o u h j t t h e t a r g e t . 

Q, Were E x h i b i t s 9, 10 and 11 p r e p a r e d by 

y o u o r u n d e r y o u r d i r e c t i o n ? 

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

Q, I n y o u r o p i n i o n , is; t h e 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 i n t h e i n t e r e s t s o f 

c o n s e r v a t i o n , t h e p r e v e n t i o n o f w a s t e and t h e 

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, s i r , t h e y a r e , 

MR. BRUCE: Mr. E x a m i n e r , I move t h e 

a d m i s s i o n o f E x h i b i t s 9 t h r o u g h 1 1 . 

EXAMINER CATANACH: E x h i b i t s 9 t h r o u g h 

11 w i l l be a d m i t t e d as e v i d e n c e . 

G e n t l e m e n , any q u e s t i o n s ? 

MR. CARR: No q u e s t i o n s . 
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MR. KELLAHIN: No, s i r . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q, Mr. O v e r t o n , t h e r e ' s a d r y h o i e marker 

i n t he s o u t h w e s t - s o u t h w e s t of 16. Do you know i f 

t h a t w e l l was a deep w e l l ? 

A. No, s i r , i t wasn't. I t was a s h a l l o w 

w e l l . A l l deep w e l l s i n t h e area are shown by 

the c i r c l e s around t h e w e l l marker symbcl. 

Q . Okay. 

A. That's d e n o t i n g a l l Morrow p e n e t r a t i o n s 

on the; maps. 

Q. A c c o r d i n g t o your e x h i b i t , t h e Oryx 

w e l l :. n the ea s t h a l f of 16 has no p o t e n t i a l i n 

the Lower Morrow? 

A. No, s i r , i t d o e s n ' t . 

Q. I t ' s got some sand b u t no p o r o s i t y ? 

A That's c o r r e c t . The brown sand t h a t ' s 

c o l o r e d or marked i n t h e r e i s a p p a r e n t l y wet, i n 

t h a t t h e y d i d n ' t t e s t i t and t h e l o g c a l c u l a t i o n s 

would i n d i c a t e i t t o be wet, even though t h e r e i s 

some p o r o s i t y development i n i t w h i c h i s denoted 

by t h e r e d s h a d i n g s of t h e p o r o s i t y c u r v e s . But 

the r e s i s t i v i t y c u r v e shows i t t o be t i g h t and 

p r o b a b l y wet. 

RODRIGUEZ-VESTAL REPORTING, INC 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

19 

2 0 

2 1 

2 2 

2 3 

24 

2 5 

Q. Now, i s i t my u n d e r s t a n d i n g t h a t r e a l l y 

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

sand? 

A. T h a t ' s w h a t we f e e l , t h a t t h e o r a n g e i s 

r e a l l y o u r o n l y t a r g e t p o t e n t i a l . 

Q. Do y o u know what t h e O r y x E n e r g y has 

cum'd o u t o f t h e g r e e n s a n d up t h e r e ? 

A. Yes, s i r , t h a t ' s or. t h e p r o d u c t i o n 

map. They made 46 m i l l i o n c u b i c f e e t o f g a s , 20 

b a r r e l s o f o i l i n one y e a r . C u r r e n t l y , o r as o f 

J u l y , i t was p r o d u c i n g 1 Mcf a day. I t ' s n o t an 

e c o n o m i c w e l l a t a l l . 

Q, Do y o u f e e l l i k e y o u ' l l e n c o u n t e r some 

o f t h a t sand? 

A. W e ' l l p r o b a b l y have t h a t s a n d b u t , as I 

p r e v i o u s l y s a i d , we f e e l l i k e i t ' s d r a i n e d s i n c e 

t h e i r w e l l has a r e a l l y good l o o k i n g s a n d on t h e 

l o g s b u t o n l y had 879 p o u n d s o f r e s e r v o i r 

p r e s s u r e on c o m p l e t i o n . 

Q. D i d y o u say y o u t h i n k y o u ' d e n c o u n t e r 

10 f e e t - - i s t h a t n e t sand? 

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

t h a n e i g h t p e r c e n t . We f e e l l i k e 10 f e e t i s k i n d 

o f a l o w e r l i m i t t o a t t e m p t ~o d r i l l f o r . 

Q. I s t h a t e a s t h a l f c u r r e n t l y d e d i c a t e d 
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t o tha.t Oryx w e l l ? 

A. Yes, s i r , i t i s . Our u n o r t h o d o x 

l o c a t i o n i s not e n c r o a c h i n g upon them at a l l , 

b e i n g i t ' s 660 o f f t h e s i d e boundary t c t h e east 

on a stand-up u n i t . A c t u a l l y , i n moving t o t h e 

s o u t h from a l e g a l l o c a t i o n , we're e n c r o a c h i n g 

upon o u r s e l v e s , i f anybody. 

Q. You've j u s t b a s i c a l l y used w e l l c o n t r o l 

t o p l o t t h i s sand out? 

A. Yes, s i r . Any o t h e r m e t h o d s - - i n o t h e r 

words s e i s m i c would not work f o r s e e i n g a sand 

of t h i s t h i c k n e s s . We're t a l k i n g about a sand 

t h a t might be 2 0 - f e e t t h i c k a t 10,000 f e e t , 

r o u g h l y , and s e i s m i c doesn't have t h e a b i l i t y t o 

d e f i n e t h a t . 

Q. What about u p - h o l e p o t e n t i a l i n any 

o t h e r zones? Do you have some of t h a t ? 

A. No, s i r , we r e a l l y don't f e e l l i k e t h e 

area i s — our F e d e r a l S #1 w e l l r e a l l y d i d n ' t 

e n c o u n t e r a n y t h i n g of g r e a t s i g n i f i c a n c e . 

There i s one Strawn w e l l t h a t Yates 

made i n S e c t i o n 21 i n t h e s o u t h e a s t of t h e 

n o r t h w e s t , and t h a t w e l l ' s cum was p l u g g e d i n 11 

of 86 and i t s c u m u l a t i v e p r o d u c t i o n from t h e 

Strawn was 27 m i l l i o n , and 338 b a r r e l s of o i l . 
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They t r i e d i t f o r n i n e y e a r s . T h a t ' s p r e t t y 

s l i m . 

EXAMINER CATANACH: I b e l i e v e t h a t ' s 

a l l I h a v e . The w i t n e s s may be e x c u s e d . 

I s t h e r e a n y t h i n g f u r t h e r i n t h i s 

c ase? 

MR. BRUCE: No, s i r . 

EXAMINER CATANACH: T h e r e b e i n g n o t h i n g 

f u r t h e r , Case 10410 w i l l be t a k e n u n d e r 

advise;ment . 

(And t h e p r o c e e d i n g s c o n c l u d e d . ) 

I do hereby certify iho.', lha ?c-'-.?oinn is 
a CO' ' •„• •' •••:-.•(-'••' o,r •••! 

the Exc; : : oi '/&//0 j 
heard by f.-.e t r, /tboe^^u 7 -\<)f/ 

^ ^ Z ( M C / ^ L^ha~~d- , Ex..:miner 
Oil Conserva-ion j ; v ; ; c.; 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) s s . 

COUNTY OF SANTA FE ) 

I , C a r l a D i a n e R o d r i g u e z , C e r t i f i e d 

S h o r t h a n d R e p o r t e r and N o t a r y P u b l i c , HEREBY 

CERTIFY t h a t t h e f o r e g o i n g t r a n s c r i p t o f 

p r o c e e d i n g s 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 

was r e p o r t e d by me; t h a t I c a u s e d my n o t e s t o be 

t r a n s c r i b e d u n d e r my p e r s o n a l s u p e r v i s i o n ; and 

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

o f t h e p r o c e e d i n g s . 

I FURTHER CERTIFY t h a t I am n o t a 

r e l a t i v e o r e m p l o y e e o f any o f t h e p a r t i e s o r 

a t t o r n e y s i n v o l v e d i n t h i s m a t t e r and t h a t I have 

no p e r s o n a l i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f 

t h i s m a t t e r . 

WITNESS MY HAND AND SEAL November 14, 

1 9 9 1 . 

CARLA DIANE RODRIGUEZ, Rj>R 
CSR No. 9 1 
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