
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

24 

25 

1 

NEW MEXICO OIL CONSERVATION DIVISION 

STATE LAND OFFICE BUILDING 

STATE OF NEW MEXICO 

CASE NO. 10485 

IN THE MATTER OF 

The 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 , 
Eddy County, New Me x i c o . 

BEFORE 

DAVID R. CATANACH 

H e a r i n g Examiner 

S t a t e Land O f f i c e B u i l d i n g 

June 25, 1992 

REPORTED BY: 

DEBBIE VESTAL 
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 
f o r t h e S t a t e o f New Mexico 

"(IGINAL 

R O D R I G U E Z - V E S T A L R E P O R T I N G 
I F>ClF, \ Q R S - 1 7 7 9 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

23 

24 

25 

A P P E A R A N C E S 

FOR THE NEW MEXICO OIL CONSERVATION DIVISION 

ROBERT G. STOVALL, ESQ. 
G e n e r a l Counsel 
S t a t e Land O f f i c e B u i l d i n g 
S anta Fe, New Mexico 87504 

RODRIGUEZ-VESTAL REPORTING 
f fi n !i 1 Q R f t - 1 7 7 9 



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 

1 9 

20 

2 1 

2 2 

2 3 

24 

2 5 

3 

EXAMINER CATANACH: L e t ' s c a l l t h e 

h e a r i n g back t o o r d e r and c a l l a t t h i s t i m e Case 

10485 . 

O i l Company f o r c o m p u l s o r y p o o l i n g , Eddy County, 

New M e x i c o . 

u n d e r s t a n d i n g t h i s case was o r i g i n a l l y h e a r d June 

11 and had t o be r e a d v e r t i s e d . We're c a l l i n g t h e 

case now f o r any a d d i t i o n a l a p p e a r a n c e s or 

t e s t imony. 

There b e i n g none, w e ' l l t a k e Case 10485 

under a d v i s e m e n t . 

[And t h e p r o c e e d i n g s were c o n c l u d e d . ] 

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

EXAMINER CATANACH: I t ' s my 

Conservation Division 
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EXAMINER STOGNER: C a l l t h e n e x t case, 

No. 10485. 

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 , Eddy County 

New M e x i c o . 

EXAMINER STOGNER: C a l l f o r 

a p p e a r a n c e s . 

MR. PADILLA: Mr. Examiner, E r n e s t L. 

P a d i l l a , P a d i l l a & Snyder, Santa Fe, New Mexi c o , 

f o r t h e a p p l i c a n t , Mewbourne O i l Company. 

EXAMINER STOGNER: Any o t h e r 

a p p e a r a n c e s ? 

MR. PADILLA: I have two w i t n e s s e s . 

EXAMINER STOGNER: Any o t h e r 

a p p e a r a n c e s ? 

MS. AUBREY: Mr. S t o g n e r , Karen Aubrey 

f o r M a r a t h o n O i l Company. I have no w i t n e s s e s , 

b u t we d i d f i l e a p r e h e a r i n g s t a t e m e n t i n t h i s 

case a s k i n g t h a t i t be c o n t i n u e d s i n c e t h e r e i s a 

m i s t a k e a p p a r e n t l y i n t h e a d v e r t i s e m e n t , 

A l s o I u n d e r s t a n d t h a t t h e r e i s some 

q u e s t i o n a b o u t t h e i n t e r e s t o f t h e a p p l i c a n t 

above t h e San Andres and a p o r t i o n o f t h e 

a p p l i c a t i o n i s g o i n g t o be d i s m i s s e d . M a r a t h o n 

d o e s n ' t have any p a r t i c u l a r o b j e c t i o n t o you 

RODRIGUEZ-VESTAL REPORTING 
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p r o c e e d i n g t o d a y and r e a d v e r t i s i n g t h e case o r 

c o n t i n u i n g i t , w h a t e v e r t h e Examiner wants t o 

do . 

EXAMINER STOGNER: Mr. P a d i l l a ? 

MR. PADILLA: Mr. Examiner, we want t o 

p r o c e e d w i t h t h e case t o d a y . We f e e l t h a t 

M a r a t h o n has had s e r v i c e o f t h e a p p l i c a t i o n . The 

s o l e e r r o r has been an e r r o r due t o 

a d v e r t i s e m e n t , and i f t h e r e ' s p r e j u d i c e t o 

M a r a t h o n , i t s h o u l d n o t be by v i r t u e o f t h e 

p u b l i c a t i o n . 

EXAMINER STOGNER: What a b o u t Ms. 

Aub r e y ' s o p e n i n g remarks? 

MR. PADILLA: Mr. Examiner, my 

u n d e r s t a n d i n g and I t h i n k Mr. Haden, our landman, 

w i l l be more p r e c i s e i n d e t a i l i n g e x a c t l y what 

i n t e r e s t Mewbourne a c t u a l l y has, my u n d e r s t a n d i n g 

i s t h a t t h e y do n o t have t h e r i g h t t o d r i l l any 

w e l l s o r t h e y o n l y have r i g h t s f r o m 500 f e e t 

above t h e San Andres t o t h e base o f t h e Morrow 

Format i o n . 

So t o t h e e x t e n t t h a t our a p p l i c a t i o n 

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

500 f e e t above t h e San A n d r e s , we w o u l d r e q u e s t 

t h a t t h a t p o r t i o n o f t h e a p p l i c a t i o n be 

RODRIGUEZ-VESTAL REPORTING 
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d i s m i s s e d . 

EXAMINER STOGNER: A l l e l s e r e m a i n i n g 

t h e same, t h a t b e i n g t h e 320-, 160-, 80-, and 

40 - a c r e s p a c i n g s ? 

MR. PADILLA: Yes. 

EXAMINER STOGNER: I n t h a t case I w i l l 

a l l o w t h e a p p l i c a n t t o p u t on h i s w i t n e s s e s 

t o d a y , b u t due t o t h e a d v e r t i s e m e n t e r r o r , t h i s 

case w i l l be c o n t i n u e d and r e a d v e r t i s e d f o r t h e 

June 25 h e a r i n g . 

MR. PADILLA: F i r s t o f a l l , Mr. 

Chairman, I ' d l i k e t o hand you my a f f i d a v i t o f 

s e r v i c e . 

MR. STOVALL: Mr. P a d i l l a , a r e y o u r 

w i t n e s s e s t h e same as i n t h e p r e v i o u s case? 

MR. PADILLA: Yes, t h e y a r e . 

MR. STOVALL: So t h e y w i l l r e m a i n under 

o a t h and — 

MR. PADILLA: Q u a l i f i e d . 

MR. STOVALL: -- q u a l i f i e d . 

EXAMINER STOGNER: That i s one Mr. 

D e x t e r Harmon and Mr. P a u l Haden; i s t h a t 

c o r r e c t ? 

MR. PADILLA: That i s c o r r e c t . 

EXAMINER STOGNER: L e t t h e r e c o r d so 

RODRIGUEZ-VESTAL REPORTING 
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r e f l e c t . 

MR. PADILLA: C a l l Mr. P a u l Haden a t 

t h i s t ime. 

EXAMINER STOGNER: For t h e r e c o r d , Mr. 

Haden, I ' l l r e m i n d you t h a t you a r e s t i l l under 

o a t h f r o m t h e p r e v i o u s case. 

MR. HADEN: Yes. 

D. PAUL HADEN 

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

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

EXAMINATION 

BY MR. PADILLA: 

Q. Mr. Haden, as you t e s t i f i e d i n t h e 

p r i o r h e a r i n g , y o u ' r e f r o m M i d l a n d , Texas, and 

you a r e a p e t r o l e u m landman f o r Mewbourne O i l 

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

A. T h a t ' s c o r r e c t . 

Q. Mr. Haden, have you p r e p a r e d c e r t a i n 

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

t h a t r e l a t e t o t h e l a n d m a t t e r s s p e c i f i c t o t h i s 

p a r t i c u l a r case? 

A. Yes, I have. 

Q. Mr. Haden, I ' d l i k e f o r you t o r e f e r t o 

what we have marked as E x h i b i t No. 1 and have you 

d e s c r i b e what t h a t i s and what i t c o n t a i n s . 

RODRIGUEZ-VESTAL REPORTING 
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A. E x h i b i t No. 1 i s a l a n d p l a t o f t h e 

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

f o r o u r 10,900 f o o t Morrow t e s t w e l l . T h i s 

l o c a t i o n i s i n d i c a t e d by a r e d d o t . The s p a c i n g 

u n i t w h i c h we a r e a l l o c a t i n g t o such w e l l i s 

shaded y e l l o w . That i s i n t h e west h a l f o f 

Sect i o n 18. 

T h i s w e l l i s l o c a t e d a t a l o c a t i o n 1980 

f e e t f r o m t h e n o r t h l i n e and 990 f e e t f r o m t h e 

w e l l l i n e , w h i c h i s an o r t h o d o x l o c a t i o n . 

Q. Mr. Haden, t h i s p l a t o n l y shows a 

32 0 - a c r 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. That i s c o r r e c t . 

Q. And what w o u l d be t h e o t h e r p r o r a t i o n 

u n i t s t h a t you seek t o f o r c e p o o l i n y o u r 

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

A. I n a d d i t i o n t o t h e 320 a c r e s i n t h e 

west h a l f o f t h i s S e c t i o n 15, we a r e s e e k i n g t o 

p o o l t h e n o r t h w e s t q u a r t e r , t h e west h a l f o f t h e 

n o r t h w e s t q u a r t e r , and a l s o t h e s o u t h w e s t o f t h e 

n o r t h w e s t q u a r t e r o f S e c t i o n 15. 

Q. Why d i d you seek t o make t h e 

a p p l i c a t i o n i n t h i s m a t t e r , Mr. Haden? 

A. We have an i n t e r e s t i n a l l o f t h e s e 

p a r t i c u l a r p r o r a t i o n u n i t s by v i r t u e o f a f a r m o u t 

RODRIGUEZ-VESTAL REPORTING 
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agreement w i t h A r co O i l & Gas Company. 

Q. Mr. Haden, w i l l Mewbourne be t e s t i n g 

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

or gas p r o d u c t i o n f r o m t h e s e upper zones? 

A. T h a t ' s r i g h t . We e x p e c t t o r u n i n t o 

d i f f e r e n t o i l and gas pay zones w i t h i n t h o s e 

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

Q. But y o u r p r i m a r y o b j e c t i v e i s t h e 

Morrow F o r m a t i o n ? 

A. I s t h e Morrow w h i c h i s spaced on 320 

a c r e s . 

Q. Mr. Haden, can you e l a b o r a t e f o r t h e 

Examiner e x a c t l y what i n t e r e s t Mewbourne owns or 

c o n t r o l s i n t h e west h a l f o f S e c t i o n 15? 

A. Okay. By v i r t u e o f a f a r m o u t agreement 

w i t h A t l a n t i c R i c h f i e l d Company c o v e r i n g t h e 

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

n o r t h w e s t - n o r t h w e s t , t h e s o u t h w e s t - n o r t h w e s t , t h e 

s o u t h e a s t - n o r t h w e s t , t h e n o r t h w e s t - s o u t h w e s t , we 

have an agreement w h e r e i n t h e y f a r m e d o u t t h e i r 

r i g h t s , o p e r a t i n g r i g h t s , f r o m a d e p t h o f f r o m 

b elow 500 f e e t f r o m t h e t o p o f t h e San Andres 

f o r m a t i o n t o t h e t o p of t h e M i s s i s s i p p i a n / C h e s t e r 

l i m e f o r m a t i o n . 

Q. Mr. Haden, e a r l i e r I d e s c r i b e d t o t h e 

RODRIGUEZ-VESTAL REPORTING 
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Examiner t h a t we were d i s m i s s i n g our a p p l i c a t i o n 

500 f e e t above t h e San Andres t o t h e s u r f a c e . 

Was t h a t — 

A. That w o u l d be i n o r d e r . 

Q. Okay. And t h a t i s what Mewbourne 

w i s h e s w i t h r e g a r d t o d i s m i s s a l o f a p o r t i o n o f 

t h e a p p l i c a t i o n ? 

A. T h a t ' s c o r r e c t . 

Q. L e t ' s go t o E x h i b i t No. 2 and have you 

i d e n t i f y t h a t f o r t h e Commissioner and d e s c r i b e 

what i t p o r t r a y s ? 

A. E x h i b i t No. 2 i s a l i s t i n g o f t h e 

t r a c t s t h a t we a r e r e q u e s t i n g f o r c e d p o o l i n g . I t 

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

500 f e e t b e n e a t h t h e t o p o f t h e San Andres 

F o r m a t i o n t o t h e base o f 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 o f S e c t i o n 15 o f 

Township 18 S o u t h , Range 28 E a s t . 

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

i n t h o s e o p e r a t i n g r i g h t s as t o who i s c o m m i t t e d 

and who i s n o t as t o t h e d r i l l i n g o f t h i s w e l l . 

Q. Who a r e t h e i n t e r e s t owners who have 

n o t c o m m i t t e d t h e i r i n t e r e s t s t o d r i l l i n g t h e 

wel 1? 

A. Thus f a r t h e y a r e M a r a t h o n O i l Company, 
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DEKALB Energy Company, and Exxon C o r p o r a t i o n . 

Q. Mr. Haden, does E x h i b i t 3 i n d i c a t e t h e 

t y p e o f e f f o r t s t h a t you have made i n a t t e m p t i n g 

t o s e c u r e j o i n d e r f o r d r i l l i n g t h i s w e l l ? 

A. Yes. That r e p r e s e n t s my w r i t t e n 

c o r r e s p o n d e n c e w i t h a l l o f t h e s e companies. 

Q. Does i t r e p r e s e n t i n any way any v e r b a l 

c o m m u n i c a t i o n s t h a t you have had w i t h t h e s e 

companies? 

A. There a r e a few n o t e s as t o my v e r b a l 

c o m m u n i c a t i o n s t h a t a r e s e t f o r t h i n t h i s 

e x h i b i t . 

Q. When was t h e f i r s t t i m e t h a t you began 

y o u r e f f o r t s t o seek j o i n d e r f o r d r i l l i n g t h i s 

w e l l ? 

A. As t o Exxon, we f i r s t o f f e r e d t o 

p u r c h a s e t h e i r i n t e r e s t back i n O c t o b e r o f 1990. 

We have s u b s e q u e n t l y o f f e r e d t o f a r m - i n t h e i r 

i n t e r e s t s and/or p u r c h a s e t h e i r i n t e r e s t s o r have 

them j o i n i n . t h e w e l l s i n c e t h a t t i m e . 

Q. Mr. Haden, a r e you s t i l l n e g o t i a t i n g 

w i t h Exxon r e g a r d i n g t h e i r i n t e r e s t s ? 

A. Yes, we a r e s t i l l n e g o t i a t i n g w i t h 

them. However, t h e y have o f f e r e d t o s e l l t h e i r 

i n t e r e s t s under c e r t a i n t e r m s t h a t we a r e s t i l l 
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c o n s i d e r i n g . 

Q. I n t e r m s o f t o d a y ' s h e a r i n g and i n 

t e r m s o f t h e p o t e n t i a l o r d e r t h a t may be i s s u e d 

by 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 , where do you 

s t a n d w i t h Exxon? 

A. We b e l i e v e t h a t we p r o b a b l y w o u l d be 

a b l e t o r e a c h an agreement w i t h them p r o b a b l y 

w i t h i n t h e n e x t month. They have been s l o w t h u s 

f a r i n g i v i n g us a r e s p o n s e as t o our p r e v i o u s 

o f f e r s , b u t now i t l o o k s l i k e t h e y a r e coming 

a l o n g . 

Q. How does E x h i b i t 3 show t h e e f f o r t s 

t h a t you made i n i t i a l l y t o c o n t a c t DEKALB? 

A. Yes. I do have some c o p i e s o f some 

l e t t e r s , t h e f i r s t o f w h i c h was d a t e d September 

o f 91 w h e r e i n we o f f e r e d t o p u r c h a s e t h e i r 

i n t e r e s t s i n t h i s l a n d among o t h e r l a n d s . We 

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

t h e i r i n t e r e s t s back i n A p r i l o f 92. And May 92 

we o f f e r e d t o p u r c h a s e , f a r m - i n , o r ask them t o 

j o i n us i n d r i l l i n g t h i s w e l l . 

Q. What k i n d o f a r e s p o n s e have you 

r e c e i v e d f r o m DEKALB? 

A. A g a i n , t h e y a r e i n t h e p r o c e s s o f 

s e l l i n g t h e i r company. The landman has i n d i c a t e d 
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t h a t r i g h t now t h e y j u s t can do n o t h i n g as f a r as 

our p r o p o s a l s . We hope t o g e t a f a r m o u t o r 

p u r c h a s e t h e i r i n t e r e s t s . But we d o n ' t know when 

t h a t day w i l l o c c u r . 

Q. I s t h e r e a c t i o n t h e same as i t was i n 

t h e p r e v i o u s case where you were e s s e n t i a l l y t o l d 

t o do what you have t o do? 

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

Q. Okay. How ab o u t M a r a t h o n , when d i d you 

f i r s t s t a r t t a l k i n g t o Marathon? 

A. As t o M a r a t h o n , we f i r s t o f f e r e d t o 

p u r c h a s e , f a r m - i n , o r have them j o i n i n t h e 

w e l l . T h i s was d a t e d A p r i l 92. A g a i n i n May 92, 

we o f f e r e d t o p u r c h a s e t h e i r i n t e r e s t s o r f a r m 

t h e i r i n t e r e s t s i n or have them j o i n us i n t h e 

we 11 . 

They have s i n c e r e s p o n d e d by l e t t e r . I 

d o n ' t have t h a t l e t t e r r i g h t i n f r o n t o f me a t 

t h e moment. But i t i s i n t h i s E x h i b i t 3. The 

g i s t o f t h i s l e t t e r was t h a t t h e y w o u l d f a r m o u t 

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

But t h e y w o u l d o n l y g i v e us t h e A t o k a and Morrow 

r i g h t s , n o t h i n g u p - h o l e o f t h o s e . We f e e l we 

need t h o s e r i g h t s t o r e d u c e t h e economic r i s k . 

So f a r we have t o l d them t h a t we c a n n o t 
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a c c e p t t h e f a r m o u t on t h o s e t e r m s . We need t h e 

a d d i t i o n a l r i g h t s , t h e same r i g h t s t h a t we have 

r e q u e s t e d f r o m t h e o t h e r o p e r a t o r s c o n c e r n e d i n 

t h i s w e l 1 . 

Q. Are you s t i l l c o n t i n u i n g t o t a l k t o 

Marathon? 

A. Yes, we a r e . 

Q. Do you e x p e c t t h a t you w i l l r e a c h some 

r e s o l u t i o n p r i o r t o an o r d e r b e i n g i s s u e d by 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 ? 

A. We b e l i e v e t h a t we w i l l r e a c h some s o r t 

o f a g reement. I know M a r a t h o n does n o t want t o 

be f o r c e p o o l e d . 

Q. Do you have a n y t h i n g f u r t h e r c o n c e r n i n g 

E x h i b i t No. 3, Mr. Haden? 

A. No, I do n o t . 

Q. L e t ' s go on t o what we have marked as 

E x h i b i t No. 4 and have you d e s c r i b e what t h a t i s 

t o t h e Examiner. 

A. E x h i b i t No. 4 i s a copy o f our AFE, 

w h i c h i s an e s t i m a t e d w e l l c o s t o f our Morrow 

t e s t we 1 1. 

Q. Mr. Haden, d i d you p r e p a r e t h i s AFE 

y o u r s e l f ? 

A. No, I d i d n o t . Our d r i l l i n g p e o p l e 
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d i d . 

Q. Are you f a m i l i a r w i t h t h e w e l l c o s t s as 

shown by t h e b o t t o m l i n e s on t h i s AFE f o r 

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

Mexico? 

A. Yes, I am. Those c o s t s f o r d r y h o l e as 

s e t f o r t h on t h e AFE i s 4,000 — excuse me, 

$453,283. For a c o m p l e t e d w e l l we're e s t i m a t i n g 

t h e c o s t a t $814,588. T h i s i s f o r a 10,900 f o o t 

t e s t we 1 1 . 

Q. Do t h e f i g u r e s shown, t h e b o t t o m l i n e s 

shown on t h i s AFE, a r e t h e y r e p r e s e n t a t i v e as f a r 

as y o u r knowledge i s c o n c e r n e d f o r d r i l l i n g w e l l s 

i n t h i s a r e a i n s o u t h e a s t New Mexico? 

A. Yes, t h e y seem t o be i n l i n e w i t h t h e 

c o s t i n t h e i m m e d i a t e a r e a . I n f a c t , we have one 

w e l l i n t h e west h a l f o f S e c t i o n 6 w h i c h was 

d r i l l e d t o t h e Morrow t h i s y e a r , and t h o s e c o s t s 

l o o k l i k e t h e y a r e i n l i n e w i t h t h i s . 

Q. Okay. Do you have a n y t h i n g f u r t h e r on 

E x h i b i t No. 4? 

A. No, I do n o t . 

Q. L e t ' s go t o E x h i b i t No. 5 and have you 

t e l l t h e Examiner what t h a t i s . 

A. E x h i b i t No. 5 i s a copy, a b l a n k copy 
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of t h e COPAS 1984 On-Shore A c c o u n t i n g P r o c e d u r e 

f o r J o i n t O p e r a t i o n s . 

Q. Mr. Haden, i s t h i s E x h i b i t 5 s u b m i t t e d 

f o r p u r p o s e s o f a s k i n g f o r e s c a l a t i o n o r 

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

recommend t o t h e D i v i s i o n ? 

A. Yes. Under A r t i c l e I I I o f s a i d 

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

w e l l r a t e c l a u s e . 

Q. And t h i s i s a s t a n d a r d i n d u s t r y 

document t h a t i s e x h i b i t e d by E x h i b i t No. 5? 

A. T h a t ' s c o r r e c t . These -- t h i s e x h i b i t 

i s made a p a r t o f most j o i n t o p e r a t i n g 

a g r e e m e n t s . I n f a c t , I w o u l d say a l l . 

Q. What r e c o m m e n d a t i o n do you have t o t h e 

Examiner f o r o v e r h e a d c h a r g e s f o r p r o d u c i n g and 

d r i l l i n g w e l l r a t e s ? 

A. We a r e p r o p o s i n g a -- w e l l , d r i l l i n g , 

$6,425 and f o r p r o d u c i n g , $642. 

MR. STOVALL: Mr. P a d i l l a ? 

MR. PADILLA: Yes, s i r . 

MR. STOVALL: Are you about t o p r o p o s e 

j u s t i f y i n g t h o s e r a t e s and c o m p a r i s o n s w i t h t h e 

E r n s t & Young? 

MR. PADILLA: Yes, s i r . 
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MR. STOVALL: Would i t makes sense t o 

i n c o r p o r a t e t h a t p o r t i o n o f t h e t e s t i m o n y f r o m 

t h e p r e v i o u s case? 

MR. PADILLA: I t w o u l d make a l o t o f 

sense. And i f i t ' s y o u r w i s h , I w o u l d move or 

ask t h a t t h a t be i n c o r p o r a t e d f r o m t h e p r e v i o u s 

case so we won't have t o go t h r o u g h t h e same 

t h i n g a g a i n . 

EXAMINER STOGNER: Ms. Aubrey, do you 

have any o b j e c t i o n s ? 

MS. AUBREY: I have no o b j e c t i o n s . 

EXAMINER STOGNER: And you were p r e s e n t 

whenever t h a t c r o s s - e x a m i n a t i o n i n Mr. J i m 

Bruc e ' s — 

MR. STOVALL: D i r e c t e x a m i n a t i o n . 

EXAMINER STOGNER: I'm s o r r y , 

d i r e c t e x a m i n a t i o n by J i m Bruce f o r t h i s w i t n e s s 

i n t h e p r e v i o u s case? 

MS. AUBREY: Yes, s i r , I was p r e s e n t on 

b e h a l f o f M a r a t h o n O i l Company. 

EXAMINER STOGNER: Okay. So be i t . 

T hat p a r t o f t h e r e c o r d w i l l be i n c o r p o r a t e d i n 

t h i s case. 

MR. STOVALL: And t h a t case f o r 

r e f e r e n c e i s 10484. 
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Q. (BY MR. PADILLA) Mr. Haden, what t y p e 

o f r i s k p e n a l t y f a c t o r s a r e used i n y o u r 

o p e r a t i n g agreements? 

A. G e n e r a l l y t h e y a r e 300 p e r c e n t . I n 

t h i s case we're a s k i n g f o r t h e w e l l c o s t p l u s 200 

p e r c e n t as a r i s k f a c t o r . 

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

as t o t h e g e o l o g i c r i s k o f d r i l l i n g t h i s w e l l ? 

A. T h a t ' s c o r r e c t . 

Q. Mr. Haden, do you have a n y t h i n g f u r t h e r 

t o add t o y o u r t e s t i m o n y o t h e r t h a n t h a t you w i s h 

t h a t Mewbourne O i l Company w o u l d be d e s i g n a t e d 

t h e o p e r a t o r under an o r d e r o f 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 ? 

A. T h a t ' s c o r r e c t . I have n o t h i n g e l s e t o 

add . 

MR. PADILLA: Mr. Examiner, I pass t h e 

w i t n e s s a t t h i s t i m e . And we o f f e r E x h i b i t s 1 

t h r o u g h 5. 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 

MS. AUBREY: No o b j e c t i o n s . 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 5 

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 a t t h i s t i m e . 

Ms. A u b r e y , y o u r w i t n e s s . 
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MS. AUBREY: Thank you. 

EXAMINATION 

BY MS. AUBREY: 

Q. Mr. Haden, E x h i b i t No. 4 i s y o u r AFE 

f o r t h e w e l l w h i c h w o u l d be c o m p l e t e d t o t h e 

d e e p e s t zone; i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . 

Q. Have you p r o p o s e d an AFE t o t h e w o r k i n g 

i n t e r e s t owners f o r w e l l s c o m p l e t e d i n t h e 

s h a l l o w e r zones? 

A. No, we have n o t . 

Q. Does t h i s AFE t h a t you have s u b m i t t e d 

t o d a y as E x h i b i t 4 i n c l u d e any c o m p l e t i o n c o s t s 

t o e i t h e r t h e — t o any o f t h e s h a l l o w e r zones? 

A. No. T h i s i s s t r i c t l y f o r a Morrow t e s t 

w e l l . 

Q. I n s e e k i n g v o l u n t a r y p a r t i c i p a t i o n 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 320, what 

e f f o r t s have you made t o seek v o l u n t a r y 

p a r t i c i p a t i o n o f t h o s e w o r k i n g i n t e r e s t owners i n 

t h e 40-, t h e 80-, or t h e 16 0 - a c r e p r o r a t i o n u n i t s 

t h a t y o u ' r e s e e k i n g t o p o o l t o d a y ? 

A. That c o r r e s p o n d e n c e i s t h e same as f o r 

t h e Morrow t e s t w e l l . 

Q. W e l l , i n c o n n e c t i o n w i t h t h a t 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

1 5 

16 

1 7 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

2 1 

c o r r e s p o n d e n c e , have you g i v e n t h o s e f o l k s an AFE 

p r o p o s i n g — 

A. Yes. 

Q. — we 11 c o s t s ? 

A. Yes, we have. Yes. 

Q. For t h o s e s h a l l o w e r zones? 

A. Not f o r t h e s h a l l o w zones. For t h e 

Morrow t e s t w e l l . T h a t ' s a l l we a r e c o n c e r n e d 

w i t h a t t h i s p o i n t . 

Q. Now, l e t me see i f I can make my 

q u e s t i o n c l e a r t o you. A c c o r d i n g t o y o u r E x h i b i t 

No. 2, M a r a t h o n has a 100 p e r c e n t i n t e r e s t i n t h e 

s o u t h e a s t q u a r t e r o f t h e s o u t h w e s t q u a r t e r ; 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. Okay. 

A. I n t h e s o u t h e a s t - s o u t h w e s t q u a r t e r , 

y e s , M a r a t h o n owns 100 p e r c e n t o f t h e r i g h t s . 

And t h a t i s t o d e p t h s 500 f e e t b e n e a t h t h e t o p o f 

t h e San Andres F o r m a t i o n t o t h e base o f t h e 

Morrow F o r m a t i o n . 

As t o t h e r i g h t s i n w h i c h M a r a t h o n owns 

u p - h o l e o f t h a t , I d o n ' t know. They may have 

t h o s e r i g h t s a l s o . 

Q. And Exxon C o r p o r a t i o n has 100 p e r c e n t 
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of two 4 0 - a c r e t r a c t s ; i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . 

Q. Do I r e a d t h i s c o r r e c t l y , t h e y a r e n o t 

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

A. R i g h t . 

Q. Have you p r o p o s e d t o e i t h e r o f t h e s e 

w o r k i n g i n t e r e s t owners t h e c o s t s o f d r i l l i n g and 

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

4 0 - a c r e t r a c t s ? 

A. T h e i r i n t e r e s t s i m p l y i s f o r our t e s t 

we 11 . 

Q. So t h e answer t o my q u e s t i o n i s no? 

A. No. We have n o t p r o p o s e d s h a l l o w t e s t 

w e l l s t o t h e s e c o r p o r a t i o n s : Exxon, M a r a t h o n . 

Q. And you have n o t t e n d e r e d AFEs f o r 

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

t h a n t h e d e p t h r e q u i r e d t o t e s t t h e 3 2 0 - a c r e 

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

A. T h a t ' s c o r r e c t . 

Q. Your E x h i b i t No. 2 s e t s o u t p e r c e n t a g e 

o w n e r s h i p o p e r a t i n g r i g h t s . I s t h a t i n t h e 320? 

A. T h a t ' s i n a l l o f t h e l a n d d e s c r i b e d 

above. As t o t h e p e r c e n t a g e o w n e r s h i p , y e s , t h a t 

does d e s c r i b e 320 a c r e s --

Q. Do you have — 
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A. — on a p e r c e n t a g e b a s i s . 

Q. Okay. Do you have an e x h i b i t f o r t h e 

Examiner t o d a y s h o w i n g Mewbourne's p e r c e n t a g e 

o w n e r s h i p i n t h e 40s, t h e 80, or t h e 160? 

A. A l l I have f o r t h e Examiner i s what i s 

s e t o u t above. I t d e s c r i b e s c e r t a i n t r a c t s o f 

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

n o t s p e c i f i c a l l y say t h a t t h i s i s as t o s h a l l o w 

r i g h t s. 

As s e t o u t on t h i s o w n e r s h i p , t h i s i s 

t h e o w n e r s h i p as t o a l l d e p t h s , 500 f e e t b e n e a t h 

t h e t o p o f t h e San Andres F o r m a t i o n t o t h e base 

o f t h e Morrow. 

Q. Mewbourne's i n t e r e s t i s n o t u n d i v i d e d 

a c r o s s t h e 320, i s i t ? 

A. No, i t i s n o t . As s e t f o r t h on t h i s 

E x h i b i t No. 2, i t has A t l a n t i c R i c h f i e l d 

Company: I n t e r e s t owned, 72/144. And t h a t 

o w n e r s h i p i s t h e same i n t h e n o r t h e a s t - n o r t h w e s t 

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

s o u t h w e s t - n o r t h w e s t , s o u t h e a s t - n o r t h w e s t , and 

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

Q. I t h i n k I u n d e r s t a n d y o u r t e s t i m o n y . 

A. As t o o b t a i n i n g a f a r m o u t f r o m t h e s e 

companies, we w o u l d l i k e t o have a c o n t i n u o u s 
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d e v e l o p m e n t p r o v i s i o n s e t f o r t h i n t h e f a r m o u t 

agreement f o r t h e s e s h a l l o w e r r i g h t s as we do 

have an i n t e r e s t i n p o r t i o n s o f t h e s p a c i n g u n i t 

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

MS. AUBREY: T h a t ' s a l l I have, Mr. 

Haden. Thank y o u . 

EXAMINER STOGNER: Thank y o u , Ms. 

Au b r e y . 

Mr. P a d i l l a , any r e d i r e c t ? 

FURTHER EXAMINATION 

BY MR. PADILLA: 

Q. Mr. Haden, I guess I w o u l d have t o ask 

you t o e l a b o r a t e why you a r e r e q u e s t i n g f r o m 

t h e s e companies a c o n t i n u o u s d r i l l i n g or 

c o n t i n u o u s d e v e l o p m e n t p r o v i s i o n . Would t h a t 

i n c l u d e a u t h o r i t y t o use o r go down t o t h e 

Morrow, and t h e n i f t h a t ' s u n s u c c e s s f u l come back 

and c o m p l e t e a t a s h a l l o w e r zone? 

A. T h a t ' s r i g h t . These o t h e r zones we 

f e e l a r e needed t o r e d u c e economic r i s k i n 

d r i l l i n g t h i s Morrow t e s t w e l l . T h a t ' s why we 

a r e r e q u e s t i n g such s h a l l o w r i g h t s . 

Q. Has Mewbourne been i n v o l v e d i n 

s i t u a t i o n s where — or do you know o f any 

s i t u a t i o n s where a w e l l has been d r i l l e d t o a 
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deeper zone and t h e n some k i n d o f c o m p l e t i o n has 

o c c u r r e d i n t h i s zone t h a t has n o t been f o r c e d 

p o o l e d o r p o o l e d i n some manner? 

A. Yes, I'm f a m i l i a r w i t h t h e p a r t i c u l a r 

o c c u r r e n c e . I b e l i e v e i t was Y a t e s Energy 

Company. They d r i l l e d a t e s t w e l l , I'm n o t 

c e r t a i n as t o t h e t a r g e t zone, b u t t h e y d r i l l e d 

t e s t w e l l on Chevron's a c r e a g e . 

They f o r c e p o o l e d Chevron b u t n o t as t 

a l l p r o r a t i o n u n i t s . They a p p a r e n t l y made a San 

Andres o i l w e l l , I b e l i e v e , and i t was a v e r y 

good w e l l o f w h i c h t h e y were n o t c o v e r e d under 

t h e poo 1 i n g . 

Q. Are you t r y i n g t o p r e v e n t t h i s t y p e o f 

s i t u a t i o n f r o m o c c u r r i n g once you have r i s k e d t h 

d r i l l i n g o f a w e l l i n S e c t i o n 15? 

A. T h a t ' s c o r r e c t . 

MR. PADILLA: I d o n ' t have a n y t h i n g 

f u r t h e r , Mr. Examiner. 

EXAMINER STOGNER: Thank y o u , Mr. 

P a d i l l a . 

Any 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 ? 

MS. AUBREY: Yes, Mr. S t o g n e r . 

FURTHER EXAMINATION 

BY MS. AUBREY: 
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Q. Mr. Haden, have you any p r o p o s a l f o r 

a l l o c a t i o n o f c o m p l e t i o n c o s t s o r d r i l l i n g c o s t s 

between t h e zones t h a t y o u ' r e s e e k i n g t o p o o l 

t o d a y ? 

A. Not a t t h i s p o i n t we do n o t . Those 

c o m p l e t e d o r r e c o m p l e t i o n c o s t s w o u l d go i n t o t h e 

c o s t o f t h e w e l l . Those c o s t s w o u l d be added as 

a we11 c o s t . 

Q. W e l l , l e t ' s assume t h a t t h e w e l l i s n o t 

p r o d u c t i v e i n t h e 3 2 0 - a c r e s p a c i n g p r o r a t i o n u n i t 

and t h a t you come u p - h o l e and r e c o m p l e t e i n a 

zone i n w h i c h t h e o w n e r s h i p i n t e r e s t i s 

d i f f e r e n t . 

Do you have a p r o p o s a l f o r a l l o c a t i n g 

t h e c o s t o f d r i l l i n g t o t h e deeper zone and t h e n 

coming back u p - h o l e and c o m p l e t i n g ? 

A. Seems t o me we've d r i l l e d t h e w e l l . We 

have r i s k e d f i n a n c i a l l y i n d r i l l i n g t h e w e l l . I 

t h i n k t h e w e l l c o s t o f t h a t i n i t i a l t e s t w e l l 

s h o u l d go i n w i t h i t because t h a t ' s r i s k . That 

c o s t s h o u l d be added i n w i t h t h e r e c o m p l e t i o n 

c o s t . 

Q. So you w o u l d a t t e m p t t o r e c o v e r t h e 

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

o b j e c t i v e , 10,900 f e e t i s wh a t ' s shown on t h e 
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AFE? 

A. T h a t ' s c o r r e c t . 

Q. And i n t e n d t o c h a r g e w o r k i n g i n t e r e s t 

owners i n t h e s m a l l e r p r o r a t i o n u n i t s a t 

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

10,900? 

A. That 1 s r i g h t . 

Q. That w o u l d be y o u r i n t e n t ? 

A. T h a t ' s r i g h t . T h i s i s a c u s t o m a r y 

p r a c t i c e i n t h e o i l p a t c h . As an o p e r a t o r we 

have some n o n o p e r a t o r s under our j o i n t o p e r a t i n g 

a g r e e m e n t . We p r o p o s e t h e w e l l under t h e 

o p e r a t i n g agreement. They go. They e l e c t n o t t 

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

T h e r e f o r e , t h e y a r e o u t o f t h a t w e l l u n t i l t h e 

w e l l has p a i d o u t . T h i s i s t h e same s o r t o f 

s i t u a t i o n . They d o n ' t come back i n as a w o r k i n g 

i n t e r e s t owner i n p r o d u c t i o n u n t i l t h a t w e l l has 

p a i d o u t . 

Q. Mr. Haden, a r e you aware o f t h e COPAS 

p r o p o s e d f o r m u l a f o r a l l o c a t i o n o f w e l l c o s t s 

between s h a l l o w p r o d u c i n g zones? 

A. I'm n o t f a m i l i a r w i t h t h a t . 

Q. T h a t ' s a l l I have, Mr. S t o g n e r . 

EXAMINER STOGNER: Thank y o u , Ms. 
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Aubrey. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. I n l o o k i n g a t E x h i b i t No. 2, Mr. Haden, 

and I'm l o o k i n g a t t h e f i r s t two s e t s o f 

i n t e r e s t , one j u s t f o r t h e 40 a c r e s c o n t a i n i n g 

t h e n o r t h e a s t o f t h e n o r t h w e s t q u a r t e r , and i t 

has a Mewbourne O i l Company o p e r a t o r o w n i n g 72 

o u t o f 144; DEKALB h a v i n g 23 o u t o f 144; and 

M a r a t h o n h a v i n g 49 o u t o f 144. 

These same f i g u r e s go f o r t h e r e m a i n i n g 

160 a c r e s c o n t a i n e d i n t h e r e m a i n i n g p o r t i o n o f 

t h e n o r t h w e s t q u a r t e r and a l s o i n c l u s i v e o f t h e 

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

f i g u r e s appear t o be t h e same. I s t h i s n o t t h e 

same l e a s e ? I s n o t t h e same acreage? 

A. I t i s t h e same l e a s e . 

Q. I t i s t h e same l e a s e ? 

A. R i g h t . 

Q. Why were t h e y s p l i t up l i k e t h i s ? 

A. T h a t ' s how t h o s e i n t e r e s t s were 

a s s i g n e d o u t under t h e c h a i n o f t i t l e i n such a 

manner as d e s c r i b e d . 

Q. But you d o n ' t know why, a l t h o u g h 

t h e y ' r e i d e n t i c a l ? 
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A. I d o n ' t know why. A p p a r e n t l y i t ' s 

under t h e same l e a s e . I b e l i e v e i t ' s e i t h e r a 

647 o r 648 l e a s e , one o f t h e two. Those l e a s e s 

were d a t e d November 1922. 

Q. Okay. I f t h i s w e l l was spaced on 320 

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

shown down a t t h e bot t o m ? 

A. T h a t ' s c o r r e c t . 

Q. Now, t h e n e x t s i z e p r o r a t i o n we have i 

160 a c r e s . 

A. Okay. 

Q. So t h a t w o u l d be t h e 72-23-49 s p l i t ; i 

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

A. R i g h t . 

Q. And a l s o i f i t was an 8 0 - a c r e s p a c i n g , 

e i t h e r made up o f t h e west h a l f o f t h e n o r t h w e s t 

o r t h e s o u t h h a l f o f t h e n o r t h w e s t , t h a t w o u l d 

a l s o be a 72-23-49 s p l i t ; i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . 

Q. And i f i t was spaced on 4 0 - a c r e 

s p a c i n g , s t i l l r e m a i n s t h e same, 72-23-49 s p l i t ? 

A. That ' s r i g h t . 

Q. And as a d v e r t i s e d , w e ' l l go t h r o u g h 

more o r I e x p e c t more f r o m t h e g e o l o g i s t on t h e 

80 - a c r e s p a c i n g , w h i c h w o u l d o n l y i n c l u d e one 
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p o o l up h e r e , and t h a t ' s t h e u n d e s i g n a t e d 

T r a v i s - U p p e r P e n n s y l v a n i a n ; t h a t ' s t h e o n l y p o o l 

o u t t h e r e n e a r b y t h a t ' s spaced on 80? 

A. R i g h t . 

EXAMINER STOGNER: I d o n ' t have any 

o t h e r q u e s t i o n s o f Mr. Haden. Are t h e r e any 

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. PADILLA: I have none, Mr. 

S t o g n e r . 

EXAMINER STOGNER: I f n o t , he may be 

exc u s e d . 

Mr. P a d i l l a ? 

MR. PADILLA: C a l l Mr. Harmon a t t h i s 

t ime . 

EXAMINER STOGNER: Mr. Harmon, I ' l l 

a l s o r e m i n d you f r o m t h e p r e v i o u s case you a r e 

s t i l l u nder o a t h . 

DEXTER L. HARMON 

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

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

EXAMINATION 

BY MR. PADILLA: 

Q. Mr. Harmon, y o u ' r e a l s o f r o m M i d l a n d , 

Texas, and you've been q u a l i f i e d as an e x p e r t i n 

t h e p r e v i o u s case; c o r r e c t ? 
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A. C o r r e c t . 

Q. And y o u r f i r s t name i s D e x t e r ? 

A. T h a t ' s r i g h t . 

Q. Okay. Mr. Harmon, have you p r e p a r e d 

c e r t a i n e x h i b i t s f o r d e m o n s t r a t i n g t h e g e o l o g i c 

r i s k i n t h i s d r i l l i n g v e n t u r e ? 

A. I ' v e had e x h i b i t s p r e p a r e d under my 

s u p e r v i s i o n f o r t h i s v e n t u r e . 

Q. What i s y o u r t i t l e a t Mewbourne? 

A. I'm d i s t r i c t g e o l o g i s t , Mewbourne O i l 

Company. 

Q. What d i d you have p r e p a r e d ? 

A. I had t h r e e e x h i b i t s p r e p a r e d , a 

p r o d u c t i o n s t u d y , a c r o s s - s e c t i o n , and a 

s t r u c t u r e map. 

Q. L e t ' s go t o what we have marked as 

E x h i b i t No. 6 and have you t e l l t h e Examiner what 

t h a t i s. 

A. E x h i b i t No. 6 i s a p r o d u c t i o n s t u d y i n 

t h e a r e a o f t h e deeper p r o d u c i n g h o r i z o n s , namely 

t h e C i s c o , A t o k a , and Morrow. 

Q. What a r e t h e C i s c o w e l l s d e p i c t e d on 

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

A. C i s c o w e l l s a r e c o l o r e d i n b l u e . 

Q. And Atoka? 
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A . A t o k a i s c o l o r e d i n p u r p l e ; t h e Morrow 

i s i n d i c a t e d by t h e o r a n g e . 

Q. Mr. Harmon, what i s t h i s e x h i b i t 

d e s i g n e d t o show? 

A . E x h i b i t 6 i s a n i n e s e c t i o n a r e a . T h i s 

shows 13 Morrow p e n e t r a t i o n s , none o f w h i c h were 

d r i l l e d i n S e c t i o n s 15 or 2 1 . Of t h e t h i r t e e n 

p e n e t r a t i o n s , f i v e were economic p r o d u c e r s . And 

o f t h e f i v e economic p r o d u c e r s , one was a v e r y 

good w e l l w i t h a good r e t u r n on i n v e s t m e n t . 

Q. Which w e l l was t h a t ? 

A. T h i s w e l l i n t h e s o u t h h a l f o f S e c t i o n 

23 made 2.9 B c f . And I m i g h t n o t e t h a t t h a t i s 

14,611 b a r r e l s o f o i l . I t ' s a t y p o on t h e map 

t h e r e . 

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

o f S e c t i o n 23? 

A. R i g h t . 

Q. So i n s t e a d o f MM i t s h o u l d say BO? 

A. C o r r e c t . 

Q. Okay. L e t ' s s t a r t up a t t h e n o r t h w e s t 

p o r t i o n o f t h a t e x h i b i t and have you d e s c r i b e t h e 

w e l l s i n S e c t i o n s 9 and 16. 

A. The w e l l s i n S e c t i o n s 9 and 16 a r e 

Morrow w e l l s . T h e y ' r e i n t h e N o r t h I l l i n o i s Camp 
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Morrow P o o l . The w e l l i n t h e n o r t h h a l f o f 

S e c t i o n 9 made 1.2 Bcf and 4,000 b a r r e l s o f o i l . 

The w e l l i n t h e s o u t h h a l f o f S e c t i o n 9 made 1.5 

Bcf and 12,200 b a r r e l s o f o i l . 

M oving down t o S e c t i o n 16, t h e w e l l i n 

t h e e a s t h a l f made 1.3 Bcf and 8,800 b a r r e l s o f 

o i l , w h i l e t h e w e l l i n t h e west h a l f o f S e c t i o n 

16, d r i l l i n g an uneconomic p r o d u c e r , a t 34 

m i l l i o n c u b i c f e e t o f gas. 

Q. Were any o f t h e s e w e l l s i n S e c t i o n s 9 

and 16 economic p r o d u c e r s i n y o u r o p i n i o n ? 

A. I n my o p i n i o n i t l o o k s l i k e t h e y 

p r o b a b l y g o t t h e i r money back on t h e s e w e l l s . 

P r o b a b l y i n S e c t i o n 9 one w e l l w o u l d have d r a i n e d 

t h e r e s e r v e s you see combined i n b o t h o f them, 

and t h a t w o u l d have been an economic w e l l i f i t 

w o u l d have a l l been o u t o f one w e l l . 

Q. How ab o u t t h e w e l l s i n S e c t i o n 16? 

A. Oh, a b i 1 1 i o n - t h r e e o v e r t e n y e a r s i s 

p r o b a b l y n o t economic. 

Q. I s t h a t t h e combined amount f o r b o t h 

w e l I s ? 

A. C o r r e c t . You c o u l d add them up. I t ' s 

one b i l l i o n t h r e e — or a b i 1 1 i o n - f o u r , I guess, 

r o u n d e d o f f . 
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Q. I n o t i c e t h a t you have a d r y h o l e i n 

S e c t i o n 10, no w e l l s i n S e c t i o n 15, and a n o t h e r 

d r y h o l e i n S e c t i o n 22. So e s s e n t i a l l y you have 

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

t h e two p o o l s , t h e N o r t h I l l i n o i s Morrow and t h e 

— w e l l , I'm n o t s u r e what t h e p o o l i s on 

S e c t i o n 23. I s t h a t t h e --

A. R i g h t . T h e r e ' s no Morrow p r o d u c e r s i n 

10, 15, or 22. 

Q. What i s t h e p o o l i n t h e s o u t h e a s t 

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

A. That i s t h e T u r k e y T r a c k N o r t h Morrow 

P o o l . 

Q. And I guess y o u ' r e i n no man's l a n d as 

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

p r o p o s e d l o c a t i o n on S e c t i o n 15? 

A. We're i n between t h e two p o o l s , and we 

hope t o c o n n e c t them or e x t e n d them. 

Q. What e l s e i s t h i s e x h i b i t d e s i g n e d t o 

show, Mr. Harmon? 

A. Shows t h e l i n e o f c r o s s - s e c t i o n , D t o D 

p r i m e , g o i n g f r o m t h e n o r t h w e s t c o r n e r o f t h e map 

t o t h e s o u t h e a s t . T h i s i s t h e g e n e r a l d i r e c t i o n , 

we b e l i e v e . Sands a r e d e p o s i t e d i n t h i s a r e a . 

The west h a l f o f S e c t i o n 15 i s o u t l i n e d i n y e l l o w 
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t o show t h e p r o r a t i o n u n i t . And t h e p r o p o s e d 

l o c a t i o n i s an open c i r c l e marked a t 1980 f r o m 

t h e n o r t h l i n e and 990 f r o m t h e west l i n e . 

Q. Are you r e a d y t o move o n t o t h e 

c r o s s - s e c t i o n now? 

A. Yes. 

Q. L e t ' s go t o t h e c r o s s - s e c t i o n and have 

you t e l l t h e Examiner what's shown on t h a t 

c r o s s - s e c t i o n . 

A. T h i s i s a s t r a t i g r a p h i c A toka-Morrow 

c r o s s - s e c t i o n , D t o D p r i m e . Goes f r o m t h e 

n o r t h w e s t t o s o u t h e a s t t h r o u g h t h e a r e a . Each 

i n d i v i d u a l Morrow sand i n t h e a r e a has been 

b r o k e n o u t and g i v e n a c o l o r name f o r 

i d e n t i f i c a t i o n and mapping p u r p o s e s . 

Below each l o g i s a s c o u t t i c k e t and 

some D w i g h t ' s p r o d u c t i o n d a t a . P e r f o r a t i o n s a r e 

c o l o r e d i n r e d i n t h e c e n t e r d e p t h column o f each 

l o g . And d r i l l stem t e s t i n t e r v a l s a r e a l s o 

marked i n t h e c e n t e r column on each l o g . 

Q. Which i s t h e b e s t w e l l shown on t h a t 

e x h i b i t ? 

A. A good w e l l i s t h e one a t t h e end o f 

t h e c r o s s - s e c t i o n a t D p r i m e . 

Q. Why i s t h a t t h e b e s t w e l l ? 
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A. I t ' s made 2.9 Bcf i n i t s l i f e t i m e . And 

f r o m t h e p r o d u c t i o n map you can s t i l l see i t 

makes o v e r h a l f a m i l l i o n a day. 

Q. Mr. Harmon, i n t e r m s o f sand t h i c k n e s s , 

i t l o o k s l i k e t h e sands t h a t you've d e p i c t e d i n 

g r e e n a r e p r o b a b l y t h e t h i c k e r sands i n t h a t 

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

A. T h a t ' s c o r r e c t . They d o n ' t seem t o be 

economic p r o d u c e r s i n t h i s a r e a . The second w e l l 

f r o m t h e end i n t h e n o r t h h a l f o f S e c t i o n 23 

p e r f o r a t e d t h e g r e e n sand and o n l y made 215 

b a r r e l s o f o i l o u t o f i t b e f o r e r e c o m p l e t i n g t o 

t h e A t o k a , w h i c h i s c o l o r e d i n p u r p l e on t h e 

c r o s s - s e c t i o n . 

Q. How ab o u t t h e o t h e r -- so t h e A t o k a i s 

t h e p u r p l e and — w e l l , l e t me b e f o r e I move on, 

what k i n d o f p r o d u c t i o n do you f i n d i n t h i s a r e a 

i n t h e Ato k a ? 

A. The A t o k a h a s n ' t been f o u n d t o be 

economic so f a r i n t h i s a r e a . That zone has o n l y 

made 147 m i l l i o n c u b i c f e e t i n t h e f i r s t n i n e 

months o f p r o d u c t i o n . I t d o e s n ' t seem t o be a 

s t r o n g w e l l . 

Q. Any o t h e r w e l l s shown on t h e 

c r o s s - s e c t i o n t h a t have any k i n d o f s i g n i f i c a n t 
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A t o k a p r o d u c t i o n ? 

A. No. The w e l l on t h e end i n t h e n o r t h 

h a l f o f S e c t i o n 9 d r i l l stem t e s t e d w a t e r o u t o f 

t h e A t o k a . 

Q. Okay. You've a l r e a d y d i s c u s s e d t h e 

g r e e n sand. What's below t h e g r e e n sand? 

A. Green sand i s t h e M i d d l e Morrow Sand, 

and b elow t h a t we have t h e Lower Morrow Sands. 

And we've c o l o r e d them p i n k , o r a n g e , and brown. 

Q. Which i s y o u r p r i m a r y o b j e c t i v e i n 

d r i l l i n g t h i s w e l l t o t h e Morrow, w h i c h sand? 

A. The p r i m a r y o b j e c t i v e i s t h e brown 

sand . 

Q. And where i s t h a t l o c a t e d i n t e r m s 

of --

A. I t ' s t h e l o w e r - m o s t sand on t h e 

c r o s s - s e c t i o n . I t p r o d u c e s i n two w e l l s i n 

S e c t i o n 9, and we hope t o e x t e n d t h a t 

p r o d u c t i o n . Those w e l l s a l s o p r o d u c e f r o m t h e 

ora n g e sand. And t h e w e l l i n t h e s o u t h h a l f o f 9 

i s a l s o p e r f o r a t e d i n t h e s e v e r a l o t h e r sands. 

Q. I n t e r m s o f t h e p r o p o s e d l o c a t i o n , what 

k i n d o f r i s k i s shown by t h i s c r o s s - s e c t i o n ? 

A. W e l l , t h e r i s k i s h i t t i n g t h e sands 

w i t h enough p o r o s i t y t o be an economic w e l l . 
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These sands a r e c h a n n e l i c e sands. They meander 

t h r o u g h t h e a r e a f r o m t h e n o r t h w e s t t o t h e 

s o u t h e a s t . And, as you can see, t h e y have 

p o r o s i t y i n some p l a c e s and some p l a c e s t h e y 

d o n ' t . I t ' s a — 

Q. Can you show t h a t f r o m t h e 

c r o s s - s e c t i o n ? Where do you have p o r o s i t y i n 

some p l a c e s and i n o t h e r p l a c e s you d o n ' t ? 

A. The f i r s t w e l l on t h e c r o s s - s e c t i o n has 

p o r o s i t y i n t h e o r a n g e and brown sands. The n e x t 

w e l l i s a n e u t r o n l o g . I t ' s h a r d t o t e l l e x a c t l y 

what p o r o s i t y t h e y do have. And t h e t h i r d w e l l 

on t h e c r o s s - s e c t i o n no l o n g e r has brown sand 

p o r o s i t y , b u t i t does have a l i t t l e o r ange 

p o r o s i t y . 

And t h e n you move t o t h e n e x t w e l l i n 

t h e c r o s s - s e c t i o n on t h e o t h e r s i d e o f t h e 

p r o p o s e d l o c a t i o n , and none o f t h e zones have 

good p o r o s i t y d e v e l o p e d i n t h e Lower Morrow. So 

i t k i n d o f comes and goes. 

Q. Do you have a n y t h i n g f u r t h e r c o n c e r n i n g 

E x h i b i t No. 8 -- I'm s o r r y , E x h i b i t No. 7? 

A . No . 

Q. How a b o u t E x h i b i t No. 8, what i s t h a t ? 

A. E x h i b i t No. 8 i s a s t r u c t u r e map based 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

1 5 

1 6 

17 

18 

1 9 

20 

2 1 

22 

23 

24 

25 

39 

on t h e t o p o f t h e Lower Morrow. I t shows 

s o u t h e a s t d i p i n t h i s a r e a o f about 200 f o o t per 

m i l e . Our p r o p o s e d l o c a t i o n i s ab o u t 50 f o o t 

d own-dip o f t h e Morrow p r o d u c e r i n t h e west h a l f 

o f s e c t i o n — i n t h e e a s t h a l f o f S e c t i o n 16. 

Q. When you say t h a t y o u ' r e 50 f e e t 

d o w n - d i p , what does t h a t mean i n t e r m s o f t h e 

p r o s p e c t ? 

A. Oh, as you go down-dip, you r u n t h e 

r i s k o f g e t t i n g i n t o w a t e r zones and, you know, 

t h e l o w e r you go d o w n - d i p , t h e more l i k e l y t h a t 

i s t o o c c u r . 

Q. Mr. Harmon, do you have a n y t h i n g 

f u r t h e r on t h i s e x h i b i t ? 

A. No, I don 1 t . 

Q. Mr. Harmon, do you have a 

rec o m m e n d a t i o n t o t h e Examiner as t o what k i n d o f 

r i s k f a c t o r s h o u l d be a s s e s s e d f o r d r i l l i n g t h i s 

w e l 1? 

A. We t h i n k t h e r e ' s a s u b s t a n t i a l r i s k 

t h e r e . We're recommending w e l l c o s t s p l u s 200 

p e r c e n t p e n a l t y . 

Q. T h a t ' s a maximum p e r c e n t ? 

A. Yes, i t i s . 

Q. Mr. Harmon, i n y o u r o p i n i o n w o u l d 
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a p p r o v a l o f t h i s a p p l i c a t i o n be i n t h e b e s t 

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 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 , and t h e p r e v e n t i o n o f waste? 

A. Yes, i t wou1d. 

MR. PADILLA: Mr. Examiner, we o f f e r 

E x h i b i t s 6, 7, 8, and we pass t h e w i t n e s s a t t h i s 

t ime . 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 

MS. AUBREY: No o b j e c t i o n s . 

EXAMINER STOGNER: E x h i b i t s 6, 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 a t t h i s t i m e . 

Thank y o u , Mr. P a d i l l a . 

Ms. A u b r e y , y o u r w i t n e s s . 

MS. AUBREY: I have no q u e s t i o n s . 

EXAMINER STOGNER: Nor do I . 

Are t h e r e any q u e s t i o n s o f Mr. Harmon? 

I f n o t , he may be ex c u s e d . 

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

case ? 

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

EXAMINER STOGNER: Ms. Aubr e y , a n y t h i n g 

f u r t h e r ? 

MS. AUBREY: No, s i r . 

EXAMINER STOGNER: Does anybody e l s e 

RODRIGUEZ-VESTAL REPORTING 
( S n . R l Q fi fl - 1 7 7 9 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

1 5 

1 6 

17 

18 

19 

20 

2 1 

2 2 

23 

24 

25 

have a n y t h i n g f u r t h e r i n Case 10485? I f n o t , 

t h i s case w i l l be t a k e n under a d v i s e m e n t . 

L e t ' s t a k e a 2 0 - m i n u t e r e c e s s . 

[ D i s c u s s i o n o f f t h e r e c o r d . ] 

I p r e v i o u s l y s t a t e d t h a t 10485 was 

t a k e n under a d v i s e m e n t ; however, I j u s t 

remembered t h a t due t o t h e r e a d v e r t i s e m e n t 

n e c e s s a r y , t h i s case w i l l be c o n t i n u e d and 

r e a d v e r t i s e d f o r t h e June 25 h e a r i n g . 

W i t h t h a t , l e t ' s t a k e a 2 0 - m i n u t e 

r e c e s s . 

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

' d ° h e r e b y certify f h Q j . f 

a complex record o7- f ° r e ^ 9 is 

heard by m e i n ' s ° ' ^ No. 

OU C o ^ e r y a f , : ^ ^ ^ ^ ^ . Examiner 
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