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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING ) 
CALLED BY THE OIL CONSERVATION ) 
DIVISION FOR THE PURPOSE OF ) 

CONSIDERING: ) CASE NO. 10827 

APPLICATION OF ENRON OIL & GAS COMPANY 

REPORTERS TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: M i c h a e l E. S t o g n e r , H e a r i n g Examiner 

September 27, 1993 

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 September 27, 1993, a t 

Morgan H a l l , 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 Deborah O'Bine, 

RPR, C e r t i f i e d C o u r t R e p o r t e r No. 63, f o r t h e S t a t e o f 

New Mexico. 

ORIGINAL 
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I N D E X 

September 27, 1993 
Examiner H e a r i n g 
CASE NO. 10827 

APPEARANCES 
PAGE 

3 

ENRON'S WITNESSES 

PATRICK J. TOWER 
E x a m i n a t i o n by Mr. P a d i l l a 
E x a m i n a t i o n by Examiner S t o g n e r 

5 
25 

BARRY ZINZ 
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 

RANDALL CATE 
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 

P a d i l l a 
K e l l a h i n 

P a d i l l a 
K e l l a h i n 

27 
35 

39 
50 

REPORTER'S CERTIFICATE 57 

E X H I B I T S 

I D ADMTD 
E x h i b i t 1 6 24 
E x h i b i t 2 8 24 
E x h i b i t 3 8 24 
E x h i b i t 3A 8 24 
E x h i b i t 4 16 24 
E x h i b i t 5 28 35 
E x h i b i t 6 29 35 
E x h i b i t 7 32 3 5 
E x h i b i t 8 2 9 35 
E x h i b i t 9 29 3 5 
E x h i b i t 10 41 50 
E x h i b i t 11 55 55 
E x h i b i t 11A 55 55 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
Gen e r a l Counsel 
O i l C o n s e r v a t i o n Commission 
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 87501 

FOR THE APPLICANT: PADILLA & SNYDER 
200 W. Marcy S t r e e t , S u i t e 216 
Santa Fe, New Mexico 
BY: ERNEST L. PADILLA 

FOR MERIDIAN OIL KELLAHIN AND KELLAHIN 
INC.: 117 N. Guadalupe 

Santa Fe, New Mexico 
BY: W. THOMAS KELLAHIN, ESQ. 

FOR ARCO: LOSEE, CARSON, HAAS & CARROLL 
P.O. Drawer 239 
A r t e s i a , New Mexico 88211-0239 
BY: ERNEST L. CARROLL, ESQ. 
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EXAMINER STOGNER: T h i s h e a r i n g w i l l come 

t o o r d e r f o r c o n t i n u a t i o n o f Docket No. 28-93. L e t ' s 

mark t o d a y ' s d a t e , Monday, September 27, 1993. 

At t h i s t i m e I ' l l c a l l Case No. 10827. 

MR. STOVALL: I t ' s t h e a p p l i c a t i o n o f Enron 

O i l & Gas 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 County, New Mexico. 

EXAMINER STOGNER: C a l l f o r appearances. 

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

P a d i l l a f o r t h e a p p l i c a n t , Enron O i l & Gas Company. I 

have t h r e e w i t n e s s e s t o be sworn. 

EXAMINER STOGNER: Other appearances? 

MR. KELLAHIN: Mr. Examiner, I'm Tom 

K e l l a h i n o f t h e Santa Fe law f i r m o f K e l l a h i n and 

K e l l a h i n a p p e a r i n g on b e h a l f o f M e r i d i a n O i l I n c . i n 

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

MR. CARROLL: Mr. Examiner, I'm E r n e s t 

C a r r o l l o f t h e A r t e s i a law f i r m o f Losee, Carson, Haas 

& C a r r o l l , and I am a p p e a r i n g t o d a y on b e h a l f o f Arco 

who o r i g i n a l l y f i l e d a n o t i c e t h a t t h e y w ould be 

o p p o s i n g t h e a p p l i c a t i o n . I have no w i t n e s s e s , b u t I 

woul d l i k e t o i n f o r m t h e examiner t h a t Mr. P a d i l l a and 

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

r e s p e c t t o t h i s case. 

MR. STOVALL: I knew t h e r e was a r e a s o n t o 
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c o n t i n u e t h i s case. 

EXAMINER STOGNER: Thank you, Mr. C a r r o l l . 

W i t h t h a t , Mr. P a d i l l a , you may c o n t i n u e . 

Oh, I'm s o r r y . 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 

sworn? 

( W i t n e s s e s sworn.) 

MR. PADILLA: Mr. Examiner, I ' l l c a l l 

P a t r i c k Tower a t t h i s t i m e . 

PATRICK J. TOWER, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t 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. Tower, would you p l e a s e s t a t e y o u r 

name . 

A. My name i s P a t r i c k J. Tower. 

Q. Mr. Tower, 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 O i l C o n s e r v a t i o n D i v i s i o n as a p e t r o l e u m 

landman and had yo 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, I have. 

Q. Mr. Tower, a r e you 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 case f o r t h e co 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 i s case, as w e l l as f o r t h e 

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

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

2 3 

2 4 

6 

MR. PADILLA: Mr. P a d i l l a , b i g g e r room, 

p l e a s e speak up. 

MR. PADILLA: Okay. 

THE WITNESS: Yes, I am. 

MR. PADILLA: We t e n d e r Mr. Tower as an 

e x p e r t p e t r o l e u m landman. 

EXAMINER STOGNER: Any o b j e c t i o n s ? Mr. 

Tower i s so q u a l i f i e d . 

Q. (BY MR. PADILLA) Mr. Tower, l e t ' s t u r n t o 

E x h i b i t No. 1 and have you i d e n t i f y t h a t , p l e a s e . 

A. E x h i b i t No. 1 i s a l a n d p l a t d e p i c t i n g , 

f i r s t o f a l l , t h e l o c a t i o n i n v o l v e d i n t h e s o u t h e a s t 

q u a r t e r o f S e c t i o n 35, Township 17 South, Range 30 

East. I t a l s o d e p i c t s , i n y e l l o w , Enron's acreage 

p o s i t i o n w i t h i n t h e a r e a . A l s o t h e o u t l i n e o f t h e 

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

th e s o u t h h a l f o f S e c t i o n 35 w i t h t h e a c t u a l f o o t a g e 

l o c a t i o n o f t h i s w e l l , w h i c h i s e n t i t l e d t h e Cedar 

Lake "35" Fed Com #2, b e i n g 990 f e e t f r o m t h e s o u t h 

l i n e and 990 f e e t f r o m t h e e a s t l i n e o f s a i d S e c t i o n 

3 5 . 

Q. Mr. Tower, l e t ' s s t a r t w i t h t h e com 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 i s case, and, f i r s t o f a l l , 

b e f o r e you do t h a t , I ' d l i k e f o r you t o b r i e f l y t e l l 

t h e examiner about t h e compulsory p o o l i n g p o r t i o n o f 
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t h e a p p l i c a t i o n and t h e u n o r t h o d o x l o c a t i o n p o r t i o n . 

I r e a l i z e t h a t we're g o i n g t o go i n t o t h e s e more 

e x t e n s i v e l y , b u t j u s t s i m p l y b r i e f l y i d e n t i f y t h e 

i s s u e s w i t h r e s p e c t t o each o f t h o s e two a s p e c t s o f 

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

A. Okay. I f you w i l l n o t i c e , and we w i l l have 

some f u r t h e r e x h i b i t s , however, i n t h e s o u t h h a l f o f 

S e c t i o n 35, Enron and i t s p a r t n e r r e p r e s e n t 75 p e r c e n t 

o f t h e i n v o l v e d p r o r a t i o n u n i t and have v o l u n t a r i l y 

a greed t o t h i s l o c a t i o n and j o i n d e r i n t h e w e l l . 

The r e m a i n i n g 80 a c r e s , b e i n g t h e s o u t h 

h a l f o f t h e s o u t h e a s t q u a r t e r , a r e owned by s e v e r a l 

o t h e r p a r t i e s who a r e s u b j e c t t o t h e — b e i n g t h e 

p a r t i e s b e i n g f o r c e - p o o l e d , and w e ' l l i t e m i z e t h o s e i n 

a m i n u t e . 

Q. Go ahead. 

A. I n s o f a r as t h e o t h e r i s s u e , t h e u n o r t h o d o x 

l o c a t i o n , t h e s e same p a r t i e s a r e i n agreement t o t h i s 

l o c a t i o n , as w e l l as s e v e r a l o f t h e o f f s e t owners, 

w i t h t h e e x c e p t i o n t h a t Arco O i l & Gas Company, b e i n g 

an e a s t o f f s e t owner, owning t h e t r a c t , b e i n g t h e 

n o r t h h a l f o f t h e s o u t h w e s t q u a r t e r o f S e c t i o n 36, 

have p r o t e s t e d t h i s l o c a t i o n . However, a s t i p u l a t i o n 

w i l l i n d i c a t e t h e r e has been some s e t t l e m e n t . 

A l s o , one o t h e r p a r t y t o t h e s o u t h e a s t , 
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b e i n g Read & Stevens, i n S e c t i o n 1 have f i l e d some 

o b j e c t i o n s t o t h i s . However, t h e y ' v e a l s o a d v i s e d 

t h e y d i d n o t p l a n t o show up t o a c t u a l l y p r o t e s t . 

We have, a g a i n , i n d i v i d u a l e x h i b i t s where 

we w i l l g e t i n t o b o t h i s s u e s . 

Q. Okay. L e t ' s go on t o have you i d e n t i f y 

E x h i b i t 2, E x h i b i t 3, and E x h i b i t 3A. 

A. Okay. E x h i b i t 2 i s an i t e m i z a t i o n o f 

v a r i o u s c o r r e s p o n d e n c e between t h e p a r t i e s b e i n g 

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

E x h i b i t 3 i s a breakdown o f t h e a c t u a l 

o w n e r s h i p i n v o l v e d i n t h e p r o r a t i o n u n i t and t h e 

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

E x h i b i t 3A i s an AFE or c o s t e s t i m a t e f o r 

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

R e f e r r i n g t o E x h i b i t 2, and I b e l i e v e t h e s e 

a r e i n c h r o n o l o g i c a l d a t e o r d e r f r o m t h e back, o r , 

excuse me, fr o m t h e f r o n t , b e i n g t h e e a r l i e s t d a t e i n 

1991 t o t h e l a s t e x h i b i t o f August 6, 1993. 

I f I may, s k i p over t o E x h i b i t 3. T h i s 

w i l l i d e n t i f y t h e p a r t i e s who we're naming t o t h e — 

or r e q u e s t i n g t h e Commission t o f o r c e p o o l . E l Paso 

P r o d u c t i o n Company owns 23.375 p e r c e n t o f t h e i n v o l v e d 

s p a c i n g u n i t . They a r e o p e r a t i n g under t h e name 

M e r i d i a n O i l I n c . 
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The r e m a i n i n g 1.625 p e r c e n t i s owned by 

Anadarko P r o d u c t i o n Company and/or C h a r l e s and Anne 

M i t c h e l l Keenan and Lee Roy Brigham and D o r i s Ann 

Brigham, i n d i v i d u a l l y and as t r u s t e e s under a 

D e c l a r a t i o n o f T r u s t d a t e d F e b r u a r y 24, 1984, w i t h 

Keenans owning 1.25 p e r c e n t and t h e Brighams owning 

.375 p e r c e n t o f t h e 1.625 p e r c e n t c o l l e c t i v e 

i n t e r e s t . 

Q. Mr. Tower, would you go i n t o , e x p l a i n t o 

t h e examiner why you have shown on E x h i b i t 3 b o t h t h e 

Brighams and t h e Keenans, and Anadarko P r o d u c t i o n 

Company. I n o t h e r words, go i n t o a l i t t l e b i t about 

t h e t i t l e p r o b l e m . 

A. Yes. Both p a r t i e s -- Anadarko i s t h e 

r e c o r d t i t l e h o l d e r ; however, t h i s i s a f e d e r a l r e n e w a l 

l e a s e . And i n 1991, Anadarko was i n an a t t e m p t t o 

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

f a c i l i t a t e t h e r e n e w a l p r o c e s s , w h i c h has t a k e n some 

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

Keenans and Brighams, who a l s o owned o p e r a t i n g r i g h t s . 

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

r i g h t s w i t h t h e r e c o r d t i t l e back t o Anadarko. 

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

Keenans, Brighams, and Anadarko, t h e i n t e n t was n o t t o 

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

w i t h t h e s e p a r t i e s . However, t h e paperwork and t h e 

t i t l e c l o u d r e m a i n s . 

A t i t l e o p i n i o n i s b e i n g r e n d e r e d now t o 

v e r i f y a l l o f t h i s . A l l t h r e e p a r t i e s -- a l l f o u r 

p a r t i e s , I w i l l s t a t e a r e aware o f t h i s , have agreed 

t h a t t h e y have no pr o b l e m w i t h b e i n g f o r c e - p o o l e d . 

They have i n d i c a t e d t h a t t h e y w i l l l i k e l y j o i n i n t h i s 

w e l l . However, t h e r e i s no J o i n t O p e r a t i n g Agreement 

i n p l a c e , and t h e y have agreed a t such t i m e as we can 

re a c h t h a t v o l u n t a r y agreement, Enron i n e f f e c t we 

r e c e i v e t h i s f o r c e p o o l i n g o r d e r w i l l d i s m i s s i t once 

t h a t i s i n p l a c e . However, a t t h i s p o i n t we do n o t 

have such agreements. 

Q. You have no such agreements f o r what 

p a r t i e s ? 

A. These a r e f o r E l Paso P r o d u c t i o n Company, 

Anadarko P r o d u c t i o n Company, C h a r l e s and Ann M i t c h e l l 

Keenan, and t h e Lee Roy Brigham and D o r i s Ann Brigham 

as t r u s t e e s f o r t h e p a r t i c u l a r t r u s t . 

Q. I s i t my u n d e r s t a n d i n g f r o m y o u r t e s t i m o n y 

t h a t whoever o b t a i n s t i t l e u l t i m a t e l y i s g o i n g t o be 

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

Agreement w i t h r e s p e c t t o t h e 1.625 p e r c e n t i n t e r e s t ? 

A. T h i s i s c o r r e c t . 
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Q. How about t h e E l Paso P r o d u c t i o n Company 

i n t e r e s t , t h o u g h , where a r e you w i t h r e s p e c t t o 

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

A. We, i n essence, a r e i n t h e same p o s i t i o n . 

They have a d v i s e d t h a t t h e i r i n c l i n a t i o n i s t o j o i n 

t h e w e l l . However, t h e y have agreed t h a t t h e 

v o l u n t a r y J o i n t O p e r a t i n g Agreement and t h e AFE have 

n o t been e x e c u t e d . They have recommended 

p a r t i c i p a t i o n , and t h e y have agreed t h a t t h e y would 

e i t h e r go under t h e f o r c e d - p o o l i n g o r d e r o r we w i l l 

e n t e r i n t o t h i s v o l u n t a r y agreement. And t h a t 

agreement i s i n p r o c e s s now. 

Q. Go back t o E x h i b i t 2, and go t h r o u g h i t 

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

examiner and i d e n t i f y i n g t h a t c o r r e s p o n d e n c e as t o 

wh i c h v e r i f i e s what you've j u s t t e s t i f i e d t o . 

A. Okay. To s t a r t w i t h , t h e i n i t i a l 

c o r r e s p o n d e n c e t o o k p l a c e i n 1991. At t h a t p a r t i c u l a r 

t i m e , t h e r e was a c l e a r t i t l e i n t o t h e Keenans and 

Brighams and n o t Anadarko. We were d e a l i n g w i t h them, 

p u t t i n g t h i s p r o s p e c t t o g e t h e r i n c o n j u n c t i o n w i t h 

a n o t h e r w e l l n e x t door, t o l d them we wou l d l i k e t o 

n e g o t i a t e on t h i s a creage. And t h e i n i t i a l c o n t a c t 

l e t t e r and o f f e r was i n March o f '91 t o Keenans. 

A l s o , as you can see down, t h e r e ' s s e v e r a l 
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n o t e s o f c o n v e r s a t i o n s w i t h Keenans, Brighams, 

a d d i t i o n a l l e t t e r s i n 1991 t o t h e Brigham f a m i l y on 

t h e same t e r m s , a l s o t o M e r i d i a n O i l , and v a r i o u s 

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

A l s o t h e r e were numerous c o n v e r s a t i o n s i n 

a d d i t i o n t o t h i s c o r r e s p o n d e n c e w i t h t h e Brighams and 

Keenans where t h e y i n d i c a t e d a t such t i m e as you are 

read y t o d r i l l a w e l l i n v o l v i n g t h i s t r a c t , t h e y w i l l 

l i k e l y j o i n and come back and d i s c u s s t h i s w i t h us a t 

t h a t t i m e . 

Q. Are you a g r e e a b l e t o t h a t ? 

A. Yes. 

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

y o u ' r e g o i n g t o be w o r k i n g i n a J o i n t O p e r a t i n g 

Agreement? 

A. That i s c o r r e c t . We have s e n t them a w e l l 

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

Brighams have j u s t f a x e d back a s i g n e d copy o f t h e AFE 

F r i d a y . The o t h e r s , I b e l i e v e Keenans have been o u t 

of town. They have i n d i c a t e d a w i l l i n g n e s s t o j o i n 

i n , go under t h e f o r c e d - p o o l i n g o r d e r o r under t h e 

J o i n t O p e r a t i n g Agreement once i t can be e x e c u t e d . 

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

THE WITNESS: The Keenans have agreed t o 

e i t h e r go under t h e f o r c e d - p o o l i n g o r d e r o r under a 
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v o l u n t a r y j o i n t o p e r a t i n g agreement i f we can a r r i v e 

a t i t , i n w h i c h case t h e p o o l i n g would be d i s m i s s e d , 

as m e n t i o n e d . 

C o n t i n u i n g , M e r i d i a n , t h e a d d i t i o n a l 

c o r r e s p o n d e n c e , shows i n '91 our n e g o t i a t i o n s w i t h 

M e r i d i a n . A d d i t i o n a l c o n v e r s a t i o n s a r e n o t e d on t h e 

v a r i o u s l e t t e r s . I n e f f e c t , t h e same as t h e Keenans, 

Brighams, M e r i d i a n i n d i c a t e d a t such t i m e as you d r i l l 

a w e l l — 

MR. PADILLA: Mr. Tower, I'm g o i n g t o have 

t o ask you t o slow down and be a l i t t l e more c l e a r . 

I'm h a v i n g a l i t t l e t r o u b l e , and I b e t t h e c o u r t 

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

THE WITNESS: Okay. D i s c u s s i n g M e r i d i a n ' s 

f o r c e d - p o o l i n g i n t e r e s t , i n E x h i b i t 2, t h e r e i s a 

l e t t e r d a t e d March 29, 1991, w h e r e i n Enron approached 

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

An a d d i t i o n a l response f r o m M e r i d i a n , A p r i l 

22, 1991, and subsequent n o t e s c o n c e r n i n g a 

c o n v e r s a t i o n on t h a t l e t t e r d a t e d A p r i l 24, and 

a c t u a l l y i t ' s i n d i c a t e d '93. That i s '91 . That i s 

n o t '93 on t h e l e t t e r on n o t e s o f my c o n v e r s a t i o n . 

M e r i d i a n i n d i c a t e d t h a t a t such t i m e as we 

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

s o m e t h i n g p r o b a b l y t o w a r d s a j o i n d e r . 
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C o n t i n u i n g down i n t h e c o r r e s p o n d e n c e , 

t h e r e were s e v e r a l d i s c u s s i o n s w i t h M e r i d i a n v e r b a l l y 

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

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

E x h i b i t 2 where on August 6, 1993, M e r i d i a n O i l 

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

Enron's r e q u e s t e d l o c a t i o n p u r s u a n t t o a m e e t i n g w i t h 

M e r i d i a n . 

Q. D i d you have a d i s p u t e o f s o r t s w i t h 

M e r i d i a n c o n c e r n i n g t h e l o c a t i o n o f t h e w e l l and t h e 

d r i l l i n g o f t h e w e l l ? 

A. Yes, we d i d . They proposed a d i f f e r e n t 

l o c a t i o n w i t h i n t h i s same p r o r a t i o n u n i t . We 

s u b s e q u e n t l y d i s c u s s e d and met w i t h them, and t h e n e x t 

p i e c e o f c o r r e s p o n d e n c e , w h i c h i s d a t e d September 10, 

1993, f r o m M e r i d i a n , t h e y i n f a c t d i s m i s s e d t h e i r 

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

Enron a t t h e c u r r e n t l o c a t i o n we're a p p l y i n g f o r . 

They have v e r b a l l y a d v i s e d a g a i n i n 

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

what we a r e d o i n g , and t h e i r e l e c t i o n w i l l l i k e l y be a 

j o i n d e r . However, t h e y had no pr o b l e m b e i n g 

f o r c e - p o o l e d u n t i l a v o l u n t a r y agreement can be i n 

p l a c e , i f we can a r r i v e a t t h a t . A t such t i m e we w i l l 

d i s m i s s t h e o r d e r . 
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Q. Do you have a n y t h i n g e l s e c o n c e r n i n g 

E x h i b i t 2? I s t h a t e s s e n t i a l l y t h e s t a t u s o f t h e 

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

A. W i t h t h e e x c e p t i o n o f Anadarko, t h i s same 

p r o p o s a l was s e n t t o Anadarko P r o d u c t i o n Company, and 

we have had numerous d i s c u s s i o n s w i t h them. They 

have, i n essence, a d v i s e d us t h a t under t h e same 

c o n d i t i o n s as M e r i d i a n , t h e y w i l l l i k e l y j o i n t h e w e l l 

i f i n f a c t t h e y own an i n t e r e s t , o f w h i c h t h e r e i s 

c o n s i d e r a b l e d o u b t , and w e ' l l a t t e m p t t o e n t e r i n t o a 

v o l u n t a r y J o i n t O p e r a t i n g Agreement. 

Q. A n y t h i n g f u r t h e r on E x h i b i t 2? 

A. No . 

Q. Mr. Tower, l e t ' s move on t o E x h i b i t 3A and 

have you i d e n t i f y t h a t . W e l l , you've a l r e a d y 

i d e n t i f i e d t h a t ; c o r r e c t ? 

A. Yes. The c o s t e s t i m a t e AFE, and, i n 

essence, t h e major i t e m I would l i k e t o p o i n t o u t , 

t h e r e a r e two i t e m s , a r e t h e t o t a l d r i l l i n g and 

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

e s t i m a t e d t o be $586,300, w i t h t h e t o t a l c o m p l e t e d 

w e l l c o s t t o be $924,400, and t h i s i s t o d r i l l a 

co m p l e t e a 11,600 f o o t Morrow gas w e l l . 

Q. Mr. Tower, do you know whet h e r t h i s AFE i s 

based on e s t i m a t e s f o r d r i l l i n g w e l l s i n t h a t same 
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a r ea t h a t Enron has e x p e r i e n c e d i n t h e p a s t ? 

A. Yes, t h e y a r e . I n f a c t , Enron d r i l l e d a 

Morrow w e l l , a c t u a l l y a Devonian w e l l i n t h e Morrow i n 

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

i n s e v e r a l more w e l l s i n t h i s t o w n s h i p . 

Q. Mr. Tower, do you have an e n g i n e e r w i t h you 

t h a t can speak t o t h e v a r i o u s c o s t s i n c l u d e d i n t h i s 

AFE s h o u l d t h a t be necessary? 

A. Yes. 

Q. A n y t h i n g f u r t h e r on E x h i b i t -- w e l l , l e t me 

ask you t h i s . Have any o f t h e p a r t i e s t h a t you were 

d e a l i n g w i t h s i g n e d t h i s AFE? 

A. At t h i s p o i n t , o n l y one, b e i n g t h e 

Br ighams. 

Q. A n y t h i n g f u r t h e r on E x h i b i t 3A? 

A. No. 

MR. PADILLA: Mr. Examiner, t h e r e a s o n I 

l a b e l e d t h i s E x h i b i t 3A i s because I j u s t l e f t i t o u t , 

and I had t o p l u g i t i n somewhere. I t ' s n o t 

n e c e s s a r i l y c o n n e c t e d w i t h E x h i b i t 3. 

L e t ' s go on t o E x h i b i t 4 and have you 

i d e n t i f y t h a t , Mr. Tower. 

A. E x h i b i t 4 r e p r e s e n t s v a r i o u s c o r r e s p o n d e n c e 

among t h e -- p r i m a r i l y , t h e o f f s e t owners and p a r t n e r s 

t o t h i s l o c a t i o n c o n c e r n i n g t h e u n o r t h o d o x l o c a t i o n . 
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I f I m i g h t t a k e j u s t a second, g o i n g back t o E x h i b i t 

1, t h e l a n d p l a t , I w i l l i d e n t i f y t h e o w n e r s h i p 

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

make some sense. 

I n t h e west h a l f o f S e c t i o n 36 t o t h e e a s t 

of our l o c a t i o n , o f w h i c h t h e a c t u a l lay-down 

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

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

i s 1,980. T h e r e f o r e t h e a c t u a l movement o f f a l e g a l 

l o c a t i o n i s t o t h e e a s t . 

I n S e c t i o n 36, t h e west h a l f , 75 p e r c e n t o f 

th e o w n e r s h i p i s owned by Enron O i l & Gas Company, E l 

Paso P r o d u c t i o n Company, a/k/a M e r i d i a n , and Camterra 

Resources. A l l p a r t i e s a r e i n agreement t o t h i s 

l o c a t i o n w i t h no p e n a l t y . 

The r e m a i n i n g t r a c t , b e i n g t h e i d e n t i f i e d 

A rco t r a c t enumerated e a r l i e r , Arco b e i n g t h a t n o r t h 

h a l f o f t h e s o u t h w e s t q u a r t e r , and w e ' l l a d d r e s s t h a t 

as t o t h e i r o b j e c t i o n s i n t h e agreement. 

Q. S t a r t i n g a t t h e t o p o f E x h i b i t No. 4, would 

you go t h r o u g h t h e c o r r e s p o n d e n c e t h a t ' s i n c l u d e d i n 

t h i s e x h i b i t and work y o u r s e l f down page by page? 

Now, b e f o r e I go i n t o t h a t , you a r e t h e p r i m a r y p e r s o n 

who has n e g o t i a t e d w a i v e r s o r t r i e d t o work o u t 

so m e t h i n g i n terms o f p e n a l t i e s ? 
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A . Yes, I am. 

Q. And t r y i n g t o o b t a i n some k i n d o f agreement 

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

A. Yes , I am. 

Q. Go ahead and s t a r t f r o m t h e t o p and work 

y o u r s e l f down. 

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

by P a d i l l a & Snyder on b e h a l f o f Enron O i l & Gas 

Company. I t ' s a d d r essed t o Arco O i l & Gas Company as 

an o f f s e t owner, E l Paso P r o d u c t i o n Company, and 

Camterra Resources b o t h as o f f s e t owners and 

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

I n essence, t h i s l e t t e r a grees among t h e 

p a r t i e s t h a t Enron, i f t h e OCD approves t h e c u r r e n t 

a p p l i e d - f o r l o c a t i o n , w i l l a c c e p t a p r o d u c t i o n 

l i m i t a t i o n f a c t o r o f 70 p e r c e n t o r , i n essence, a 30 

p e r c e n t p e n a l t y f a c t o r on t h e Cedar Lake "35" F e d e r a l 

Com No. 2 w e l l , w i t h such p e n a l t y t o be a p p l i e d 

a g a i n s t t h e w e l l ' s a b i l i t y t o produce as d e l i v e r e d by 

d e l i v e r a b i l i t y t e s t s c o n d u c t e d on t h e w e l l on a 

b i a n n u a l b a s i s . 

There on page 2 o f t h e l e t t e r , Arco has 

made some changes and i n i t i a l e d them, j u s t d e f i n i n g 

c e r t a i n w e l l i n f o r m a t i o n t h a t w i l l be exchanged, and 

Enron i s i n agreement t o t h e s e changes. 
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T h i s l e t t e r has been e x e c u t e d by Mr. 

P a d i l l a on b e h a l f o f Enron O i l & Gas Company and a l s o 

by Arco O i l & Gas. 

The second copy o f t h i s l e t t e r shows an 

e x e c u t i o n by Camterra Resources. M e r i d i a n O i l has 

v e r b a l l y agreed t o t h i s ; however, we a r e w a i t i n g f o r 

t h e i r f a x e d e x e c u t i o n o f t h i s . However, t h e y have 

a d v i s e d t h a t t h e y have no problems w i t h t h i s 

s e t t l e m e n t . 

The n e x t p i e c e o f c o r r e s p o n d e n c e d a t e d 

September 22, 1993, i s a l e t t e r f r o m Camterra 

Resources i n s u p p o r t o f Enron's a p p l i c a t i o n . 

The n e x t i t e m o f c o r r e s p o n d e n c e d a t e d 

September 2 1 , 1993, i s a l e t t e r f r o m M e r i d i a n O i l i n 

s u p p o r t o f Enron's a p p l i c a t i o n . 

Q. Now, t h i s was b e f o r e you rea c h e d t h e 

s e t t l e m e n t ? 

A. T h i s i s b e f o r e we reac h e d t h e s e t t l e m e n t . 

Q. Okay. 

A. I f you want t o go t h r o u g h t h e s e -- i t may 

n o t be n e c e s s a r y . 

Q. W e l l , do you have some w a i v e r l e t t e r s i n 

here? 

A. Yes. The n e x t i t e m i s a l e t t e r f r o m 

Mewbourne O i l Company d a t e d December 23, 1992, an 
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agreement between Mewbourne as o p e r a t o r o f t h e o f f s e t 

d i r e c t l y s o u t h o f Enron. Mewbourne d r i l l e d an 

u n o r t h o d o x l o c a t i o n as a stand - u p p r o r a t i o n u n i t i n 

t h e e a s t h a l f o f S e c t i o n 2. Enron agreed t o a l l o w f o r 

t h a t l o c a t i o n w i t h no p e n a l t y i n exchange f o r a l i k e 

w a i v e r , w h i c h i s b e i n g honored i n s u p p o r t o f Enron's 

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

A d d i t i o n a l l y , t h e r e i s a l e t t e r b e h i n d t h a t 

a d d i t i o n a l l e t t e r d a t e d August 3 1 , 1990, w h e r e i n 

Mewbourne d r i l l e d an u n o r t h o d o x l o c a t i o n Morrow w e l l 

i n t h e west h a l f o f S e c t i o n 2, d i r e c t l y s o u t h o f 

Enron's a p p l i c a t i o n . And, a g a i n , Enron s u p p o r t e d them 

w i t h no p e n a l t y . 

The r e m a i n i n g c o r r e s p o n d e n c e i s f r o m Read & 

Stev e n s , I n c . , who l i e t o t h e s o u t h e a s t i n S e c t i o n 1. 

I t ' s a l e t t e r d a t e d September 7, 1993, w h e r e i n Read & 

Stevens a p p l i e d f o r an u n o r t h o d o x l o c a t i o n i n t h e 

n o r t h h a l f o f S e c t i o n 1 -- o r , excuse me, yeah, t h e y 

a p p l i e d f o r t h a t , and Enron, t h e a d d i t i o n a l 

c o r r e s p o n d e n c e , w h i c h I ' l l g e t t o i n a m i n u t e , was an 

e f f o r t by Enron t o exchange w a i v e r s i n s u p p o r t o f 

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

Enron d i d n o t u l t i m a t e l y p r o t e s t t h e i r 

l o c a t i o n o r seek a p e n a l t y . However, i n respo n s e t o 

t h e v a r i o u s n e g o t i a t i o n , t h i s l e t t e r d a t e d September 
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7, 1993, Read & Stevens responded t h a t t h e y d i d n o t 

see a need f o r Enron's a c c e p t a n c e o f t h e i r s ; however, 

p l a n n e d t o p r o t e s t Enron's l o c a t i o n . 

Q. D i d you have any v e r b a l c o m m u n i c a t i o n s w i t h 

r e g a r d t o t h e f o r c e o f o b j e c t i o n s t h e y were g o i n g t o 

make? 

A. Yes. Subsequent t o t h i s l e t t e r , t h e r e were 

d i s c u s s i o n s w i t h Read & Stevens, and i t was p o i n t e d 

o u t t h a t , i n essence, Enron's l o c a t i o n was a movement 

t o w a r d s t h e e a s t and n o t t o t h e s o u t h , w h i c h i t would 

be more t o w a r d s t h e i r a creage. They a d m i t t e d i n 

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

t h o u g h t t h a t we were u n o r t h o d o x o f f t h e s o u t h e r n 

boundary and had made a m i s t a k e . And subsequent t o 

t h a t c o n v e r s a t i o n , as I i n d i c a t e d , t h e y i n i t i a l l y were 

p l a n n i n g on showing up, p r e s e n t i n g a case. 

Subsequent t o t h o s e c o n v e r s a t i o n s I had and 

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

p l a n t o show up and p r e s e n t a case. However, i n 

s u p p o r t o f Ar c o , who we b e l i e v e t h e y r e c e i v e d a r e c e n t 

f a r m o u t i n t h e a r e a , t h e y p l a n n e d t o f i l e a l e t t e r 

s u p p o r t i n g them, however i n d i c a t i n g i n e f f e c t i t was 

n o t a p r o t e s t because t h e y d i d n o t p l a n t o show up and 

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

They have f i l e d , g o i n g on down, t h e v e r y 
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l a s t l e t t e r i n t h i s e x h i b i t d a t e d J u l y — or excuse me 

— I do n o t b e l i e v e t h e l e t t e r i s i n t h i s e x h i b i t . 

However, we d i d r e c e i v e a copy o f a l e t t e r t h a t Read & 

Stevens a p p a r e n t l y have s e n t t o t h e Commission t h a t 

s h o u l d be i n yo u r f i l e s where t h e y have v o i c e d a 

co n c e r n and p r o t e s t . However, t h e y have i n d i c a t e d 

t h e y a l s o d i d n o t p l a n t o show up and c o n t e s t i t . 

We b e l i e v e t h e s e t t l e m e n t w i l l a d d r e s s 

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

them. 

Q. Mr. Tower, g o i n g back t o t h e co 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 case, would you t e l l t h e 

examiner what p r o d u c i n g w e l l r a t e s you recommend f o r 

d r i l l i n g a p r o d u c i n g w e l l ? 

A. We would recommend a d r i l l i n g w e l l r a t e of 

$5300, and a p r o d u c i n g w e l l r a t e o f $531. There i s --

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

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

r a t e s a r e i n l i n e w i t h what t h e y would propose and 

a l s o w i t h i n d u s t r y s t a n d a r d s , we b e l i e v e . 

Q. Are you u s i n g t h e s e same r a t e s i n t h e w e l l 

you have i n t h e area o r t h e w e l l s you have i n t h e 

area? 

A. Yes, we a r e . The r a t e s i n e f f e c t i n t h e 

n o r t h h a l f o f S e c t i o n 35 are comparable and a c t u a l l y a 
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l i t t l e b i t h i g h e r . We have r e d u c e d t h e s e due t o a 

COPAS a d j u s t m e n t , a c t u a l l y moved downward s l i g h t l y . 

Q. I n yo u r J o i n t O p e r a t i n g Agreement, what 

t y p e o f p e n a l t y do you propose t o i n s e r t i n t h a t 

agreement? 

A. 300 p e r c e n t , w h i c h i s e q u i v a l e n t t o what 

t h e Commission — what I would e n t i t l e a c t u a l p l u s a 

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

Q. Mr. Tower, Enron, I assume, wants t o be t h e 

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

A. Yes, we do. 

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

add t o yo u r t e s t i m o n y ? 

A. No, I d o n ' t . 

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

E x h i b i t s 1, 2, 3, 3A, and 4. 

EXAMINER STOGNER: E x h i b i t s 1, 2, 3, 3A, 

and 4, i f t h e r e a r e no o b j e c t i o n s ? 

MR. CARROLL: Mr. Examiner, E r n e s t C a r r o l l 

f o r Arco O i l & Gas. I would l i k e t h e r e c o r d t o 

r e f l e c t t h a t t h e t o p copy o f E x h i b i t No. 4, w h i c h i s 

t h e l e t t e r d a t e d September 24, 1993, and agreed t o and 

a c c e p t e d by a landman o f Ar c o , John Lodge, i s i n f a c t 

t h e s t i p u l a t i o n t h a t I r e f e r r e d t o e a r l i e r when I made 

my i n i t i a l appearance and would l i k e t h e r e c o r d t o 
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r e f l e c t t h a t t h i s i s t h e agreement, and t h i s i s what 

Arco has agreed t o , and we would have no o b j e c t i o n t o 

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

EXAMINER STOGNER: The document t h a t y o u ' r e 

r e f e r r i n g t o , September 2 4 t h , w i t h t h e amendments on 

page 2? 

MR. CARROLL: W i t h t h e amendments on page 

2, yes, s i r . 

EXAMINER STOGNER: And you have r e v i e w e d 

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

MR. CARROLL: I have r e v i e w e d t h o s e , and 

t h i s i s t h e agreement t h a t Arco has i n d i c a t e d t o me 

t h a t t h e y have made w i t h Enron O i l & Gas. 

EXAMINER STOGNER: Are t h e r e any o b j e c t i o n s 

t o a d m i t t i n g t h e s e e x h i b i t s i n t o e v i d e n c e ? There 

b e i n g none, t h e s e e x h i b i t s 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 . 

MR. PADILLA: We t e n d e r Mr. Tower f o r 

c r o s s - e x a m i n a t i o n . 

EXAMINER STOGNER: Thank you, Mr. P a d i l l a . 

Mr. C a r r o l l , y o u r w i t n e s s . 

MR. CARROLL: Mr. Examiner, I ' d have no 

q u e s t i o n s o f Mr. Tower. 

EXAMINER STOGNER: Thank you, s i r . 

EXAMINER STOGNER: Mr. K e l l a h i n ? 
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MR. KELLAHIN: No q u e s t i o n s , Mr. Examiner. 

MR. STOVALL: I ' v e g o t a q u e s t i o n , and i t 

may be as much f o r — i n f a c t , I'm g o i n g t o ask Mr. 

K e l l a h i n . J u s t t o g e t i t on t h e r e c o r d , I t h i n k we 

a l l know t h e r e i s a r e l a t i o n s h i p between E l Paso 

P r o d u c t i o n and M e r i d i a n . You a r e h e r e r e p r e s e n t i n g 

M e r i d i a n . I s i t y o u r u n d e r s t a n d i n g t h a t t h i s i s s t i l l 

e n t i t l e d i n E l Paso P r o d u c t i o n Company, or does i t 

m a t t e r ? 

MR. KELLAHIN: As a p r a c t i c a l q u e s t i o n , i t 

do e s n ' t m a t t e r , Mr. S t o v a l l . M e r i d i a n i s t h e o p e r a t o r 

o f t h e p r o p e r t y and would o p e r a t e t h e i n t e r e s t f o r t h e 

E l Paso P r o d u c t i o n e n t i t y . 

MR. STOVALL: So you a r e r e p r e s e n t i n g t h a t 

i n t e r e s t r e g a r d l e s s o f how i t ' s t i t l e d ? 

MR. KELLAHIN: Yes, s i r . 

MR. STOVALL: Th a t ' s a l l I wanted t o c l e a r 

up . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Tower, so I'm c l e a r on t h e r e c o r d h e r e , 

what i s b e i n g f o r c e - p o o l e d ? 

A. R e f e r r i n g t o E x h i b i t No. 3, E l Paso -- t h e 

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

Q. The t r a c t . 
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A. The t r a c t i n v o l v e d , i n essence, i s t h e --

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

o f S e c t i o n 35. However, t h e p h y s i c a l t r a c t i n v o l v e d 

i s a c t u a l l y t h e s o u t h h a l f , s o u t h e a s t q u a r t e r o f 

S e c t i o n 3 5. 

Q. And what f o r m a t i o n s a r e b e i n g f o r c e - p o o l e d 

t o d a y ? 

A. Any and a l l f o r m a t i o n s t h a t can be 

de v e l o p e d on a 320-acre b a s i s and/or -- yes, I b e l i e v e 

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

MR. STOVALL: From t h e s u r f a c e t o t h e base 

of t h e f o r m a t i o n ? 

THE WITNESS: From t h e s u r f a c e t o t h e base 

o f t h e Morrow f o r m a t i o n . 

Q. (BY EXAMINER STOGNER) I s i t y o u r p r o p o s a l , 

or i s i t Enron's p r o p o s a l t h a t t h e p r o d u c t i o n 

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

E x h i b i t No. 4 a l s o be a p p l i e d t o t h o s e f o r m a t i o n s t h a t 

a r e b e i n g f o r c e - p o o l e d o r j u s t t o t h e Morrow 

f o r m a t i o n ? 

A. J u s t t o t h e Morrow f o r m a t i o n . 

EXAMINER STOGNER: Anybody e l s e have any 

q u e s t i o n s o f Mr. Tower? I f n o t , he may be excused. 

Mr. P a d i l l a ? 

MR. PADILLA: W e ' l l c a l l B a r r y Z i n z a t t h i s 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

2 2 

2 3 

24 

25 

27 

t i m e . 

BARRY ZINZ, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t 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. Z i n z , p l e a s e s t a t e y o u r f u l l name. 

A. B a r r y Lynn Z i n z . 

Q. Do you work f o r Enron O i l & Gas Company? 

A. Yes, s i r , as a g e o l o g i s t . 

Q. And you've 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 and had yo 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 a t ' s c o r r e c t . 

Q. What was t h e most r e c e n t t i m e t h a t you 

t e s t i f i e d i n t h i s c a p a c i t y f o r Enron 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 ? 

A. I b e l i e v e t h e l a s t h e a r i n g was June 1 7 t h o f 

t h i s y e a r . 

Q. Was t h a t i n t h e area o f t h i s 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. And d i d you have o c c a s i o n t o speak t o t h e 

f o r m a t i o n s t h a t we're t a l k i n g about t o d a y here? 

A. Yes, s i r . 

Q. D i d you p r e p a r e e x h i b i t s f o r i n t r o d u c t i o n 
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a t t h a t h e a r i n g as w e l l as f o r i n t r o d u c t i o n a t t o d a y ' s 

h e a r i n g ? 

A. Yes, s i r . 

MR. PADILLA: Mr. Examiner, we t e n d e r Mr. 

Zinz as an e x p e r t p e t r o l e u m g e o l o g i s t . 

EXAMINER STOGNER: I f t h e r e a r e no 

o b j e c t i o n s , Mr. Zinz i s so q u a l i f i e d . 

Q. (BY MR. PADILLA) Mr. Z i n z , l e t ' s l o o k a t 

E x h i b i t No. 5 and have you i d e n t i f y t h a t . 

A. E x h i b i t No. 5 i s one o f t h e e x h i b i t s t h a t 

was a l s o e n t e r e d i n t h e Anadarko case on June 1 7 t h . 

That i s s t r u c t u r e map o f t h e p r o s p e c t i v e a r e a , t h e 

area o f i n t e r e s t t h a t we're h e r e t o d a y f o r . I t s 

c o n t o u r i n t e r v a l i s 100 f e e t , and i t i s c o n t o u r e d on 

t h e l o w e r Morrow s h a l e marker, and you see t h e f a u l t s 

on t h e map. These f a u l t s a r e d e s i g n a t e d by w e l l 

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

Q. Mr. Z i n z , how many e x h i b i t s t h a t you have 

w i t h you t o d a y were used a t t h e August 1 7 t h o r — 

A. June 1 7 t h . 

Q. June 1 7 t h h e a r i n g ? 

A. L e t ' s see. There were f o u r . 

Q. Would you t e l l t h e examiner what t h o s e 

e x h i b i t s a r e . 

A. The a d d i t i o n a l e x h i b i t s used f o r t h a t 
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h e a r i n g was a n e t sand i s o p a c h map o f t h e A r n o l d Sand, 

w h i c h i s t h e sand t h a t produces i n t h e Cedar Lake Fed 

Com #1 i n t h e n o r t h h a l f o f S e c t i o n 35. A l s o , we 

s u b m i t t e d a c r o s s - s e c t i o n , w h i c h i s t h e l i n e o f 

c r o s s - s e c t i o n i s on t h e maps A-A'. 

I t t a k e s i n t h e two w e l l s t h a t a r e 

p r o d u c t i v e i n t h e A r n o l d Sand and t h e one w e l l t h a t i s 

p r o d u c t i v e i n t h e , what we c a l l t h e Cedar Lake Sand. 

And t h a t w e l l p r o d u c t i v e i n t h e Cedar Lake Sand i s i n 

t h e n o r t h e a s t c o r n e r o f S e c t i o n 2, and i t i s t h e w e l l 

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

i n t h e s o u t h e a s t q u a r t e r o f S e c t i o n 35. 

A l s o s u b m i t t e d i n t h a t h e a r i n g i s a cum 

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

h o r i z o n s and t h e i r cum p r o d u c t i o n t o day. 

A l l o f t h e maps s u b m i t t e d t o d a y have t h e 

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

Q. Mr. Z i n z , f o r c l a r i f i c a t i o n , w o uld you t e l l 

t h e examiner t h e e x h i b i t numbers o f t h e e x h i b i t s t h a t 

you i n t r o d u c e d a t t h e June 1 7 t h h e a r i n g ? 

A. E x h i b i t 5 i s t h e s t r u c t u r e map. E x h i b i t 6 

i s t h e i s o p a c h map o f t h e A r n o l d Sand. E x h i b i t 8 i s 

t h e cum p r o d u c t i o n map. E x h i b i t 9 i s t h e 

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

d e s i g n a t e d . 
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Q. Mr. Z i n z , why d i d you f e e l i t was ne c e s s a r y 

t o use t h e e x h i b i t s f r o m t h e p r i o r h e a r i n g i n t h i s 

h e a r i n g as w e l l ? 

A. The p r o s p e c t i v e a r e a , t h e way Enron v i e w s 

i t , t h e Lower Morrow i s t h e main o b j e c t i v e . The 

M i d d l e Morrow p r o d u c t i o n does o c c u r , b u t i n t h i s 

i m mediate a r e a , i t has been r a t h e r i n s i g n i f i c a n t . 

B e f o r e Mewbourne d r i l l e d t h e i r w e l l , t h e A r n o l d Sand 

p r o d u c t i v e i n t h e Anadarko, No. 1 A r n o l d i n t h e e a s t 

h a l f o f S e c t i o n 34, and t h e Enron Cedar Lake Fed Com 

#2 i n t h e n o r t h h a l f o f S e c t i o n 35 were t h e o n l y w e l l s 

p r o d u c t i v e i n t h i s p r o l i f i c Lower Morrow A r n o l d Sand. 

A f t e r Mewbourne d r i l l e d t h e i r w e l l , t h e y 

were f o r t u n a t e enough t o g e t i n t o t h e Cedar Lake 

r e s e r v o i r . And we f e e l l i k e t h a t i t i s t h e s e Lower 

Morrow Sands t h a t a r e t h e main c o n t e n t i o n i n t h e 

p r o s p e c t a r e a . 

Q. D i d you and t h e t e c h n i c a l p e r s o n n e l o f 

Anadarko agree as t o t h e l o c a t i o n o f t h e A r n o l d Sand 

as d e p i c t e d i n t h e isopach? 

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

1 7 t h , our e x h i b i t s , t h e i s o p a c h maps o f t h a t 

p a r t i c u l a r A r n o l d Sand were b a s i c a l l y t h e same. 

Q. I n ter m s o f t h e u n o r t h o d o x a p p l i c a t i o n here 

t o d a y , i s t h e A r n o l d Sand s i g n i f i c a n t a t a l l , i n your 
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o p i n i o n ? 

A. No, t h e A r n o l d Sand i s n o t s i g n i f i c a n t as 

f a r as our u n o r t h o d o x l o c a t i o n . 

Q. And does your c r o s s - s e c t i o n bear t h a t out? 

A . Yes, s i r . 

Q. Would you e x p l a i n t o t h e examiner how t h a t 

c r o s s - s e c t i o n o r what t h e c r o s s - s e c t i o n shows i n terms 

o f t h e A r n o l d Sand? 

A. The c r o s s - s e c t i o n , l i k e I s a i d e a r l i e r , i s 

fr o m A-A'. The Anadarko w e l l , as you l o o k a t t h e 

c r o s s - s e c t i o n , i s on t h e f a r l e f t - h a n d s i d e . The 

Enron w e l l i s t h e c e n t e r o f t h e t h r e e w e l l s . And t h e 

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

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

As you can see, we do n o t b e l i e v e t h e 

A r n o l d Sand i s p r e s e n t i n t h e Mewbourne w e l l , and t h i s 

i s by c o r r e l a t i o n . I f you were t o p r o j e c t our 

i n t e n d e d Cedar Lake No. 2 l o c a t i o n on t h e 

c r o s s - s e c t i o n , i t would be i n near p r o x i m i t y t o t h e 

Mewbourne w e l l , w h i c h would e n c o u n t e r o n l y t h e Cedar 

Lake Sand and n o t t h e A r n o l d Sand. 

Q. Mr. Z i n z , i n terms o f a s s e s s i n g g e o l o g i c 

r i s k i n d r i l l i n g t h i s w e l l , does t h a t have any b e a r i n g 

i n t h e o p i n i o n s you may have w i t h r e g a r d t o r i s k ? 

A. I ' d l i k e t o s t a t e t h a t i n t h e immediate 
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p r o s p e c t i v e a r e a , t h e r e a r e s e v e r a l a reas t h a t d i d 

p e n e t r a t e t h e Cedar Lake Sand. 

I f you l o o k a t t h e i s o p a c h map, E x h i b i t No. 

7, t h i s i s a p o r o s i t y i s o p a c h map, f i v e - f o o t c o n t o u r 

i n t e r v a l s o f t h e Cedar Lake Sand. I ' d i n t e r p r e t t h i s 

t o be a b r a i d e d s t r e a m t y p e o f d e p o s i t i o n . There a r e 

s e v e r a l o f t h e s e c h a n n e l s , streams r u n n i n g t h r o u g h t h e 

p r o s p e c t i v e a r e a . 

I f you would d i r e c t y o u r a t t e n t i o n t o t h e 

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 3 i n t h e l o w e r p a r t 

o f t h e map, t h a t w e l l p e n e t r a t e d a f a i r l y t h i c k 

s e c t i o n o f t h e Cedar Lake Sand, had 16 f e e t o f 

p o r o s i t y e q u a l t o t h e 6 p e r c e n t , had 18 f e e t o f n e t 

sand. That w e l l , even th o u g h i t p e n e t r a t e d a r a t h e r 

t h i c k s e c t i o n , i t would appear t o be a l i m i t e d 

r e s e r v o i r . 

That w e l l produced o n l y 89 m i l l i o n c u b i c 

f e e t , w h i c h i s v e r i f i e d on t h e cum p r o d u c t i o n map, and 

t h e n i t was p l u g g e d back t o a s h a l l o w e r zone. 

I f you l o o k up i n t h e n o r t h e a s t q u a r t e r o f 

S e c t i o n 36, t h a t ' s an o l d E l Paso w e l l — excuse me --

o l d Odessa P r o d u c t i o n Company w e l l . As i n d i c a t e d by 

t h e l e g e n d symbols and c o l o r s , t h a t w e l l was 

p r o d u c t i v e f r o m b o t h t h e M i d d l e Morrow as w e l l as t h e 

Lower Morrow Cedar Lake Sand. A g a i n , y o u r cum map 
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w i l l show t h a t t h a t w e l l p r o d u c e d a t o t a l o f 104 

m i l l i o n c u b i c f e e t b e f o r e i t was p l u g g e d and 

abandoned. 

We have t h e Cedar Lake Sand p r e s e n t and 

b e h i n d p i p e i n t h e Enron w e l l i n t h e n o r t h h a l f o f 35 

wh i c h has n o t been p e r f o r a t e d . A l s o , t h e Anadarko 

w e l l i n S e c t i o n 34 had t h r e e f e e t o f n e t sand, two 

f e e t o f porous 6 p e r c e n t sand. That w e l l has t h a t 

zone s t i l l b e h i n d p i p e , and i t has never been 

p e r f o r a t e d . 

What I'm t r y i n g t o p o i n t o u t h e r e i s t h a t 

even t h o u g h you do p e n e t r a t e a f a i r l y t h i c k s e c t i o n o 

t h e Cedar Lake Sand, you can s t i l l g e t a poor w e l l . 

We b e l i e v e t h e r i s k i s s t i l l t h e r e based on t h e w e l l 

i n S e c t i o n 3 and t h e w e l l i n S e c t i o n 36. And we f e e l 

l i k e t h a t we want t o make sure we g e t r i g h t i n t h e 

v e r y c e n t e r o f t h a t c h a n n e l , w h i c h would be our 990 

l o c a t i o n n o r t h o f t h e Mewbourne w e l l . 

Q. And t h a t would m i n i m i z e r i s k t o Enron i n 

d r i l l i n g t h e w e l l ? 

A. To Enron and i t s p a r t n e r s , y es, s i r . 

Q. I s t a r t e d o u t by a s k i n g you wheth e r y o u r 

d e p i c t i o n on t h e i s o p a c h o f t h e A r n o l d Sand, t h a t 

d o e s n ' t e x t e n d down t o yo u r proposed l o c a t i o n e i t h e r , 

does i t ? 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



34 

A. No, t h a t ' s c o r r e c t , and t h a t was s u p p o r t e d 

a f t e r Mewbourne d r i l l e d t h e i r w e l l . 

Q. And t h a t adds t o t h e r i s k o f d r i l l i n g t h e 

w e l l ? 

A . Yes, s i r . 

Q. I n o t h e r words, you d o n ' t have t h e Cedar 

Lake and t h e A r n o l d Sand p r e s e n t a t yo u r p r o p o s e d 

l o c a t i o n ? 

A. T h a t ' s c o r r e c t . Mewbourne has g o t a v e r y 

n i c e w e l l . They're p r o d u c i n g i t a t a r e a l h i g h r a t e . 

We f e e l l i k e we're b e i n g d r a i n e d . And we j u s t want t o 

g e t a w e l l d r i l l e d . 

Q. I n ter m s o f t h e g e o l o g i c r i s k , do you have 

a recommendation t o t h e examiner f o r c o m p u l s o r y 

p o o l i n g purposes as t o what t h e r i s k o ught t o be? 

A. I concur w i t h Mr. Tower's t e s t i m o n y o f t h e 

300 p e r c e n t . 

Q. L o o k i n g a t your i s o p a c h f o r t h e Cedar Lake 

Sand, how does t h e u n o r t h o d o x l o c a t i o n , i n y o u r 

o p i n i o n , a f f e c t t h e a d j o i n i n g acreage t o t h e ea s t ? 

A. The a d j o i n i n g acreage t o t h e e a s t has 

l i t t l e o f t h e r e s e r v o i r on t h a t p a r t i c u l a r a c r e a g e , 

and I b e l i e v e t h e v o l u m e t r i c s , w h i c h w i l l come l a t e r , 

w i l l show t h a t . 

Q. Mr. Z i n z , do you have an o p i n i o n as t o 
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w h e t h e r t h e s t i p u l a t i o n t h a t you have e n t e r e d i n t o 

w i t h Arco t a k e s i n t o a c c o u n t any encroachment t h a t you 

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

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

A. T e c h n i c a l l y s p e a k i n g , I t h i n k i t more t h a n 

does . 

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

add t o yo u r t e s t i m o n y ? 

A. No, s i r , n o t a t t h e p r e s e n t . 

MR. PADILLA: Mr. Examiner, we t e n d e r 

E x h i b i t s 5 t h r o u g h 9 a t t h i s t i m e and pass t h e w i t n e s s 

f o r c r o s s - e x a m i n a t i o n . 

EXAMINER STOGNER: E x h i b i t s 5 t h r o u g h 9, i f 

t h e r e a r e no o b j e c t i o n s , 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 . Thank you, Mr. P a d i l l a . 

Mr. C a r r o l l , y o u r w i t n e s s ? 

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

EXAMINER STOGNER: Mr. K e l l a h i n ? 

MR. KELLAHIN: A c o u p l e q u e s t i o n s , Mr. 

Examiner. 

EXAMINATION 

BY MR. KELLAHIN:. 

Q. Mr. Z i n z , l e t me ask you t o l o o k a t your 

c r o s s - s e c t i o n b e f o r e you. 

A. Yes, s i r . 
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Q. As you have now mapped t h e Cedar Lake Sand, 

w h i c h i s t h e p r o d u c t i v e p o r t i o n o f t h e Lower Morrow 

t h a t ' s i n t h e Mewbourne w e l l t o t h e south? 

A. Yes, s i r . 

Q. As you have mapped t h a t sand and 

i n t e r p r e t e d t h a t r e s e r v o i r , o n l y t h e Mewbourne w e l l 

c u r r e n t l y p roduces f r o m t h a t sand member? 

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

Q. Show us on t h e c r o s s - s e c t i o n how t h a t has 

happened when you compare t h e Mewbourne p r o d u c t i v e 

i n t e r v a l i n t h a t Cedar Lake Sand and what happens as 

you move n o r t h w a r d i n t o t h i s t r a n s i t i o n and p i c k up 

what you've c h a r a c t e r i z e d t o be t h e A r n o l d Sand? 

A. The A r n o l d Sand I have i n t e r p r e t e d as a 

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

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

Mewbourne w e l l . 

Q. Look a t t h e Cedar Lake Sand as you map i t 

on t h e c r o s s - s e c t i o n . T h a t ' s t h e p r o d u c t i v e i n t e r v a l 

i n v o l v e d i n t h e Mewbourne w e l l ? 

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

Q. And as you move t o yo u r w e l l i n t h e c e n t e r 

o f t h e c r o s s - s e c t i o n , you have i d e n t i f i e d t h e p o i n t on 

t h e l o g where t h e Cedar Lake Sand would appear? 
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A . Yes, s i r . 

Q. Does t h a t appear t o be p r o d u c t i v e o f gas i n 

t h a t i n t e r v a l on t h a t l og? 

A. I t h i n k i t i s p r o d u c t i v e . We had a show 

whenever t h a t p a r t i c u l a r i n t e r v a l was d r i l l e d . 

Q. And t h e n as you move over t o t h e Anadarko 

w e l l , t h e Cedar Lake Sand i n t h a t w e l l i s n o t w i t h i n 

i t s c u r r e n t p e r f o r a t e d i n t e r v a l . You've i d e n t i f i e d i t 

on t h e l o g . Does t h a t appear t o have t h e o p p o r t u n i t y 

t o p r o duce gas o u t o f t h e Cedar Lake Sand? 

A. I t would appear t o have t h e o p p o r t u n i t y , 

b u t , t h e r e a g a i n , i f you l o o k a t t h e w e l l on t h e map 

t o t h e s o u t h t h e r e i n S e c t i o n 3, t h a t w e l l e n c o u n t e r e d 

a 1 6 - f o o t t h i c k p o r o s i t y zone and o n l y p r o d u c e d an 

i n s i g n i f i c a n t amount. So, t h e r e a g a i n , i t ' s r i s k y . 

Q. As you have mapped t h e s i z e and t h e shape 

and t h e o r i e n t a t i o n o f t h e Cedar Lake Sand member t h a t 

Mewbourne produces f r o m , t h a t i s t h e o n l y w e l l 

p r o d u c i n g f r o m t h a t sand member? 

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

Q. Where i s Enron and t h e owners i n t h e s o u t h 

h a l f o f S e c t i o n 35, where i s t h e i r b e s t o p p o r t u n i t y t o 

p l a c e a w e l l t o r e c o v e r t h e i r share of t h e gas i n t h a t 

sand member t h a t u n d e r l i e s t h e i r t r a c t ? 

A. To ensure t h a t we do t h a t , we f e e l l i k e t h e 
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990 o f f t h e s o u t h and e a s t i s t h e b e s t l o c a t i o n . I ' l l 

r e f e r back t o what I ' v e s a i d e a r l i e r . We want t o be 

i n t h e v e r y c e n t e r o f t h e c h a n n e l . I t i s r i s k y as 

e v i d e n c e d by t h e w e l l s i n t h e a r e a . That i s t h e b e s t 

l o c a t i o n as we see i t . 

Q. The Mewbourne s p a c i n g u n i t i s i n e a s t h a l f 

o f S e c t i o n 2? 

A. I t ' s a s t a n d - u p , yes, s i r . 

Q. So t h e y ' r e e n c r o a c h i n g on yo u r s o u t h e r n 

boundary? 

A. Yes, s i r . We gave them a w a i v e r t o d r i l l 

t h a t w e l l . 

Q. So t h e y would be 990 fr o m t h a t common l i n e , 

and y o u r w e l l w ould be 990 as w e l l ? 

A. Yes, s i r . 

Q. Based upon y o u r i n t e r p r e t a t i o n , i t s h o u l d 

be comparable i n t h i c k n e s s t o t h e Mewbourne w e l l ? 

A. As I ' v e i n t e r p r e t e d , y es, s i r . 

Q. I f you move t o t h e c l o s e s t s t a n d a r d 

l o c a t i o n i n t h e s o u t h h a l f o f S e c t i o n 35, t h e n you 

g i v e up r e s e r v o i r t h i c k n e s s ? 

A. T h a t ' s c o r r e c t . And, t h e r e a g a i n , y o u ' r e 

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

Q. So t h e proposed n o n s t a n d a r d l o c a t i o n i s t o 

g i v e you a comparable p o s i t i o n i n t h e r e s e r v o i r as 
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Mewbourne now e n j o y s ? 

A. T h a t ' s c o r r e c t , t o be a b l e t o compete. 

Q. And, g e o l o g i c a l l y , would t h a t be a f a i r 

p o s i t i o n t o p u t yo u r w e l l i n o r d e r t o e q u i t a b l y 

compete w i t h a Mewbourne w e l l ? 

A . Yes, s i r . 

Q. The sand map a c r o s s t h e i s o p a c h map, 

E x h i b i t No. 7, was t h a t u t i l i z e d by your e n g i n e e r , 

Randy Cate, t o do t h e v o l u m e t r i c s ? 

A. C o r r e c t . 

Q. To t h e b e s t o f your knowledge, i n f o r m a t i o n , 

and b e l i e f , t h a t map i s a c c u r a t e t o t h e b e s t t h a t you 

can d e p i c t i t ? 

A. Yes, s i r . 

MR. KELLAHIN: No f u r t h e r q u e s t i o n s . 

EXAMINER STOGNER: Thank you, Mr. 

K e l l a h i n . 

Any f u r t h e r r e d i r e c t ? 

MR. PADILLA: No f u r t h e r r e d i r e c t . 

EXAMINER STOGNER: I have no q u e s t i o n s o f 

Mr. Z i n z . He may be excused. 

MR. PADILLA: W e ' l l c a l l Randy Cate, a t 

t h i s t i m e , Mr. Examiner. 

RANDALL CATE, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 
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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. Cate, p l e a s e s t a t e y o u r f u l l name. 

A. My name i s R a n d a l l S t e w a r t Cate. 

Q. Mr. Cate, do you work f o r Enron O i l & Gas 

Company? 

A. Yes, I do, i n M i d l a n d , Texas. 

Q. Have you t e s t i f i e d 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 i n t h e p a s t ? 

A. Yes, I have. 

Q. I n what c a p a c i t y ? 

A. As a p e t r o l e u m e n g i n e e r . 

Q. And a r e you t e s t i f y i n g t o d a y as a p e t r o l e u m 

e n g i n e e r ? 

A. Yes, I am. 

Q. Have you a l s o t e s t i f i e d 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 a t t h e June 1 7 t h h e a r i n g t h a t 

Mr. Z i n z t e s t i f i e d about? 

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

Q. And y o u ' r e f a m i l i a r w i t h t h e p r o d u c t i v e 

c h a r a c t e r i s t i c s o f t h e r e s e r v o i r i n q u e s t i o n ? 

A . Yes, s i r . 

MR. PADILLA: Mr. Examiner, we t e n d e r Mr. 

Cate as an e x p e r t p e t r o l e u m e n g i n e e r . 
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EXAMINER STOGNER: I f t h e r e a r e no 

o b j e c t i o n s , Mr. Cate i s so q u a l i f i e d . 

Q. (BY MR. PADILLA) Mr. Cate, l e t me r e f e r t o 

what we have marked E x h i b i t No. 10 and have you go 

t h r o u g h t h a t b r i e f l y and t e l l us what i t c o n t a i n s . 

A. Okay. There a r e s e v e r a l pages t h a t 

c o m p r i s e E x h i b i t 10. The f i r s t page r e f e r s t o t h e 

r e s e r v o i r d e s c r i p t i o n o f t h e A r n o l d Sand. T h i s was 

b a s i c a l l y t h e same t e s t i m o n y p r e s e n t e d i n t h e Anadarko 

h e a r i n g on June 1 7 t h . And, Mr. Examiner, we g i v e t h i s 

t o you -- Mr. Catanach was t h e examiner a t t h a t t i m e , 

b u t t h i s w o uld be f o r i n f o r m a t i o n -- a g a i n , t h e s e have 

a l r e a d y been p u b l i c and p r e s e n t e d b e f o r e , b u t i t shows 

t h a t t h e p r o c e s s t h a t we --

Q. B e f o r e you go i n t o t h a t , what's t h e second 

page? 

A. Okay. The second page w i l l be t h e w e l l 

d a t a and p r o d u c t i o n volumes on t h e Mewbourne Cedar 

Breaks "2" S t a t e No. 2 w e l l , w h i c h i s t h e w e l l 

a p p r o x i m a t e l y 1,980 f e e t s o u t h o f our prop o s e d 

l o c a t i o n t h a t produces i n what we c a l l t h e Cedar Lake 

Sand. And a l s o t h e v o l u m e t r i c c a l c u l a t i o n s and 

p l a n i m e t e r r e s u l t s f o r t h e r e s e r v o i r s i z e o f t h e Cedar 

Lake Sand. 

The t h i r d page i s c o n c l u s i o n s t h a t Enron 
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had r e a c h e d based on i t s g e o l o g y and e n g i n e e r i n g 

d a t a . 

And t h e f o u r t h and f i f t h pages a r e pages 

t a k e n f r o m t h e Cedar Breaks "2" No. 2 d r i l l i n g r e p o r t 

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

t e s t r a t e s , even a t e s t o r an a c t u a l f l o w r a t e as l a t e 

as t h e 1 6 t h o f September. 

Q. Okay. Now you can s t a r t on t h e f i r s t page 

and e x p l a i n how you used t h a t on t h e June 1 7 t h 

h e a r i n g . And my u n d e r s t a n d i n g i s , y o u ' r e p r e s e n t i n g 

t h i s by way o f bac k g r o u n d ; i s t h a t r i g h t ? 

A. T h a t ' s r i g h t . T h i s w ould be f o r background 

t o s u p p o r t t h a t t h e A r n o l d Sand i s n o t t h e i s s u e here 

and t h a t t h e p r i m a r y sand o f i s s u e i s what we c a l l t h e 

Cedar Lake Sand. 

Q. And y o u ' r e u s i n g t h e f i r s t page o f t h a t 

e x h i b i t i n c o n j u n c t i o n w i t h t h e i s o p a c h f o r t h e A r n o l d 

Sand? 

A. T h a t ' s c o r r e c t . T h i s f i r s t page would be 

i n c o n j u n c t i o n w i t h Enron E x h i b i t No. 6. And t h i s 

j u s t shows t h e p r o c e d u r e and t h e method t h a t we went 

t h r o u g h under t h e A r n o l d Sand p l a n i m e t e r r e s u l t s . We 

showed t h a t t h e r e s e r v o i r a c r e s s i z e t o be 533 a c r e s , 

a p p r o x i m a t e l y . That i s t h e volume o f sand between t h e 

two f a u l t s . There's an e a s t - b o u n d i n g f a u l t on t h e 
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sand and a w e s t - b o u n d i n g f a u l t t h a t i s s u p p o r t e d by 

p r e s s u r e d a t a . 

For i n s t a n c e , t h e Anadarko A r n o l d w e l l t h a t 

i s i n S e c t i o n 34 prod u c e d fro m t h e same A r n o l d Sand 

and i s i n a d e p l e t e d s t a t e a t t h e t i m e t h a t t h e Enron 

Cedar Lakes "35" Fed Com #1 was d r i l l e d , and i t 

e n c o u n t e r e d o r i g i n a l p r e s s u r e s , about 5,100 pounds. 

So t h a t does s u p p o r t t h e f a u l t s t h a t B a r r y i s 

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

So w i t h t h o s e f a u l t s b o u n d i n g , we 

p l a n i m e t e r e d t h e r e s e r v o i r volume. Then we went t o 

v o l u m e t r i c c a l c u l a t i o n s , u s i n g p o r o s i t i e s and w a t e r 

s a t u r a t i o n s o f f l o g c a l c u l a t i o n s . 

We went t o o r i g i n a l gas i n p l a c e i n t h e 

p l a n i m e t e r e d volume, and i t showed a p p r o x i m a t e l y 

16-1/2, 16.5 Bcf or 16,458 m i l l i o n c u b i c f e e t o f gas 

i n t h e r e s e r v o i r as mapped. 

Then we had a P/Z v e r s u s p r o d u c t i o n p l o t 

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

t h e Cedar Lake "35" #1 w e l l . And i t showed t h a t i t 

w ould e n c o u n t e r a r e s e r v o i r o f 16,700 m i l l i o n c u b i c 

f e e t . So i t showed v e r y c l o s e agreement on t h e 

r e s e r v o i r s i z e and te n d e d t o s u p p o r t t h e s i z e t h a t 

B a r r y had mapped and t h e e x t e n t . 

So I would make o u t on t h i s -- I ' d l i k e t o 
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make a c o r r e c t i o n here on t h e h e a d i n g f o r t h i s . I t 

does say — w e l l , no, t h a t ' s r i g h t . I t ' s r e a l l y n o t 

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

f r o m t h e Cedar Lake 35 No. 1, okay, w h i c h i s i n t h e 

n o r t h h a l f o f S e c t i o n 35. 

I f you would go t o page 2, w e ' l l g e t t o t h e 

sand t h a t Enron b e l i e v e s i s t h e i s s u e t h a t i s t h e 

re a s o n t h a t we have proposed a w e l l , an u n o r t h o d o x 

w e l l . A g a i n t o speak o f t h e r i s k i n v o l v e d f o r t h e 

f o r c e d - p o o l i n g p a r t o f i t , I concur w i t h Mr. Z i n z ' 

t e s t i m o n y t h a t we have seen e v i d e n c e o f w e l l s t h a t 

have a p p a r e n t good sand q u a l i t i e s and s h o u l d be a b l e 

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

co m m e r c i a l . I t ' s v e r y poor. 

We have seen w e l l s t h a t , a g a i n , s h o u l d be 

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

r e s e r v o i r s i z e o r r e s e r v o i r q u a l i t y i s a r i s k f o r 

t h i s , what we've deemed t h e Cedar Lake Sand. And t h a t 

because o f t h a t , we d i d ask f o r an u n o r t h o d o x 

l o c a t i o n , 990 fr o m t h e s o u t h and e a s t c o r n e r o f 

S e c t i o n 35 i n o r d e r t o have t h e b e s t o p p o r t u n i t y t o 

lo w e r t h o s e r i s k s . Because we have moved i t , t h e r e 

s t i l l i s no g u a r a n t e e o f t h e r e s u l t s u n t i l we do 

d r i l l . 

Then, i f you go t o t h i s second page, I have 
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g o t t h e Mewbourne Cedar Breaks "2" S t a t e #2 p r o d u c t i o n 

volumes. I l i s t t h e s o u r c e . Mewbourne was k e e p i n g 

t h i s w e l l t i g h t , and we went t o t h e C-112's, and t h e 

C-115's t h a t a r e f i l e d by t r a n s p o r t e r s and t h e 

o p e r a t o r s . The p r o d u c t i o n volumes come f r o m t h e r e . 

P l u s we had t r a d e d o r agreed t o t r a d e f o r i n f o r m a t i o n 

when we g r a n t e d Mewbourne a w a i v e r t o d r i l l t h e i r 

u n o r t h o d o x l o c a t i o n . And some o f t h e d a t a comes from 

t h e l a s t two pages h e r e , w h i c h a r e t h e i r d r i l l i n g 

r e p o r t . 

I have e s t i m a t e d p r o d u c t i o n t h r o u g h 

September '93 t o be r i g h t a t 800 m i l l i o n gas and 

al m o s t 26,000 b a r r e l s o f cond e n s a t e . 

I f you go t o t h e l a s t two pages, I wanted 

t o make a p o i n t . I f you l o o k a t t h e i r f l o w i n g 

p r e s s u r e s , f o r i n s t a n c e , on 4-28-93, a t e s t , you w i l l 

see t h a t t h e y were t e s t i n g t h e w e l l f o r 3,415 Mcf a t 

3,560 pounds f l o w i n g t u b i n g p r e s s u r e . I f you t u r n t h e 

page, as o f , say, 5-31-93, t h e y were p r o d u c i n g 4,471 

Mcf a t 2,625 pounds on a l m o s t t h e same choke. 

I n one month, b a s i c a l l y t h e f l o w i n g t u b i n g 

p r e s s u r e has dropped over o r a p p r o x i m a t e l y 1,000 

pounds. And i t i s showing t h a t t h e r e s e r v o i r i s b e i n g 

drawn down, and d e p l e t i o n i s o c c u r r i n g . 

The l a s t e n t r y we have was f r o m a f i e l d 
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check, and I b e l i e v e t h a t upon r e c e i v i n g n o t i c e t h a t 

we were g o i n g t o d r i l l a w e l l , t h e y have opened i t up, 

and t h e y ' r e f l o w i n g i t down t o t h e l i n e p r e s s u r e a t 

780 pounds and have gauged r a t e s o f a p p r o x i m a t e l y 

9,000 Mcf a day. 

Q. Mr. Cate, does t h i s have any i n d i c a t i o n t o 

Enron t h a t i t s h o u l d g e t on w i t h d r i l l i n g i t s w e l l as 

e x p e d i t i o u s l y as p o s s i b l e ? 

A. Yes. We b e l i e v e t h a t t h e r e s e r v o i r i s 

b e i n g d r a i n e d and t h a t p o s s i b l y t h i s i n f o r m a t i o n can 

show t h a t i t i s n o t a l a r g e r e s e r v o i r and t h a t t i m i n g 

i s v e r y i m p o r t a n t . And t h a t i s t h e p r i m a r y r e a s o n 

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

A t t h i s p o i n t I would say t h a t we 

a p p r e c i a t e t h e Commission's n o t p o s t p o n i n g t h i s 

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

i n a s e t t l e m e n t b e i n g r e a c h e d . 

Q. What e l s e do you want t o t e l l t h e examiner 

c o n c e r n i n g t h e second page o f E x h i b i t 10? 

A. Okay. As on t h e A r n o l d Sand, we went 

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

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

o r i g i n a l gas i n p l a c e o f 1,218 Mcf per a c r e - f o o t . 

Then we had on Enron E x h i b i t No. 7, we had 

p l a n i m e t e r e d t h e r e s e r v o i r s i z e as B a r r y Z i n z had 
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mapped i t . The c u t o f f was a f a u l t . We s t a y e d 

n o r t h e a s t i n t h e pay i n S e c t i o n 2 n o r t h e a s t o f t h e 

f a u l t . So we c u t i t t h e r e . And we a l s o bounded i t 

a l o n g t h e n o r t h l i n e where t h e sand c r o s s e s t h e n o r t h 

l i n e o f S e c t i o n 35. 

The r e s u l t s o f t h a t p l a n i m e t e r show t h a t 

S e c t i o n 2, i n w h i c h t h e Mewbourne w e l l i s p r o d u c i n g , 

and S e c t i o n 35, wh i c h i s owned by Enron, e t a l . , 

p a r t i e s as d e s c r i b e d , a l m o s t e q u i v a l e n t a c r e s , 

a p p r o x i m a t e l y 270 a c r e s each, S e c t i o n 1 and S e c t i o n 36 

have minor amounts o f sand as mapped, f o r a t o t a l 

r e s e r v o i r o f r i g h t a t 625 a c r e s . 

The a c r e - f e e t shows S e c t i o n s 2 and 35 t o be 

al m o s t e q u i v a l e n t , and 2,674 a c r e - f e e t f o r S e c t i o n 2, 

and S e c t i o n 35 h a v i n g 2,490. A g a i n , S e c t i o n 1 and 36, 

v e r y m i nor amounts o f a c r e - f e e t o f sand. 

U s i n g t h e 1,218 Mcf per a c r e - f o o t , you can 

c a l c u l a t e o r i g i n a l gas i n p l a c e a t j u s t o v e r 3.2 Bcf 

i n S e c t i o n 2, j u s t o v e r 3 Bcf i n S e c t i o n 35, and t h e n 

a p p r o x i m a t e l y .2 o f a Bcf f o r each o f S e c t i o n 1 and 

36, f o r a t o t a l r e s e r v o i r s i z e o f 6,716 MMcf. 

Then t h e f i n a l column over t h e r e i s t h e 

r e c o v e r a b l e gas i n p l a c e based on a 700-pound 

abandonment p r e s s u r e , showing t h a t S e c t i o n 2 would 

have r e c o v e r a b l e r e s e r v e s o f 2,737 m i l l i o n c u b i c 
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f e e t . S e c t i o n 35 would have 2,549 m i l l i o n c u b i c 

f e e t . A g a i n , S e c t i o n 1 and 36 have n e g l i g i b l e 

r e s e r v e s . 

I f you l o o k back h a l f w a y up t h e page, t h e 

e s t i m a t e d EUR o f t h e Mewbourne w e l l based on a 70 

p e r c e n t d e c l i n e r a t e , w h i c h I have e x t r a p o l a t e d f r o m 

t h e f o l l o w i n g f l o w i n g p r e s s u r e s , would show i t t o be 

ca p a b l e now o f 3,300 MMcf, a p p r o x i m a t e l y , w h i c h i s 

more t h a n what t h e i r a c r e - f e e t i n S e c t i o n 2 would 

p r o v i d e , a g a i n l e n d i n g credence t o t h a t we would hope 

t o r e c e i v e an o r d e r as q u i c k l y as we can t o g e t on 

w i t h d r i l l i n g t h e w e l l and p r o t e c t i n g Enron, e t a l . ' s , 

i n t e r e s t i n t h e S e c t i o n 35 t h e r e . 

Q. What's t h e t h i r d page of E x h i b i t 10? 

A. The t h i r d page i s w r i t t e n c o n c l u s i o n s . And 

I would j u s t r e a d t h e s e now. These a r e our Enron 

f i n d i n g s . 

The pr o p o s e d l o c a t i o n most l i k e l y w i l l n o t 

e n c o u n t e r t h e A r n o l d Morrow Sand t h a t p roduces i n t h e 

Enron Cedar Lake "35" Fed Com #1 i n t h e n o r t h h a l f o f 

S e c t i o n 35. The Cedar Lake Sand Enron b e l i e v e s i s t h e 

sand a t i s s u e h e r e , and i t has pro d u c e d 802 m i l l i o n 

c u b i c f e e t and 26,000 b a r r e l s i n t h e Mewbourne Cedar 

Breaks "2" S t a t e No. 2. 

The r e s e r v o i r c o n t a i n s a p p r o x i m a t e l y 5,643 
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m i l l i o n c u b i c f e e t o f r e c o v e r a b l e gas f r o m 5,512 

a c r e - f e e t . And t h a t we have p r e t t y good w e l l c o n t r o l 

and w e l l d a t a f r o m t h e Mewbourne w e l l t o s u p p o r t t h e 

r e s e r v o i r s i z e and t r e n d . 

The Cedar Lake Morrow Sand's p r o d u c t i v e 

a c r e s and a c r e - f e e t a r e s p l i t a l m o s t e q u a l l y between 

S e c t i o n s 35 and 2. And S e c t i o n s 1 and 36 have minor 

amounts o f sand. 

Q. Mr. Cate, t h e b o t t o m p o r t i o n o f t h a t 

e x h i b i t i s moot a t t h i s p o i n t e s s e n t i a l l y ; i s t h a t 

r i g h t ? 

A. I t i s moot. T h i s was our case p r i o r t o t h e 

s e t t l e m e n t w i t h A r c o , and i t s t i l l , we b e l i e v e , 

s u p p o r t s t h a t we were g o i n g t o ask f o r a ze r o p e n a l t y 

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

i s c o r r e c t , we have now s e t t l e d t h a t i s s u e . 

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

add t o yo u r t e s t i m o n y o r t o E x h i b i t 10? 

A. No, I d o n ' t . 

Q. Mr. Cate, would 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 i n yo u r o p i n 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 o f o i l and gas, 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, i t wo u l d . 

MR. PADILLA: Mr. Examiner, we t e n d e r 
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E x h i b i t 10 and pass t h e w i t n e s s f o r 

c r o s s - e x a m i n a t i o n . 

EXAMINER STOGNER: I f t h e r e a r e no 

o b j e c t i o n s , E x h i b i t No. 10 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 . 

Mr. C a r r o l l , y o u r w i t n e s s . 

MR. CARROLL: No q u e s t i o n s , Mr. Examiner. 

EXAMINER STOGNER: Mr. K e l l a h i n ? 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Couple o f p o i n t s o f c l a r i f i c a t i o n . Mr. 

Cate, what e x h i b i t am I l o o k i n g a t when I l o o k a t your 

EUR f o r t h e Mewbourne w e l l and t h e n y o u r a l l o c a t i o n of 

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

A. T h i s whole s t a c k h e r e i s p a r t o f E x h i b i t 

10, and i t w ould have been page 2 o f E x h i b i t 10. 

Q. Would you l o o k a t t h a t page w i t h me? 

A. Okay, I ' v e g o t i t . 

Q. For t h e Mewbourne w e l l t h a t i s j u s t t o t h e 

s o u t h o f your l i n e , you g e t 3.3 Bcf o f gas f o r t h e EUR 

on t h a t w e l l ? 

A. Th a t ' s r i g h t , a t c u r r e n t p r o j e c t i o n s . 

Q. W i t h o u t a n o t h e r w e l l t o compete w i t h t h e 

Mewbourne w e l l , how l o n g w i l l i t t a k e t h e Mewbourne 

w e l l t o r e c o v e r t h i s volume o f gas? 
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A. That volume o f gas w i t h o u t a n o t h e r w e l l 

c o u l d be made i n two y e a r s or l e s s , b u t w i t h o u t 

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

h i g h e r . I t c o u l d b a s i c a l l y r e c o v e r t h e whole amount 

of gas t h a t I show, 5.6 Bcf . 

Q. That was g o i n g t o be my q u e s t i o n . Based 

upon y o u r e n g i n e e r i n g a n a l y s i s o f t h e r e s e r v o i r , t h a t 

s i n g l e w e l l can t a k e a l l t h e gas i n t h e r e s e r v o i r ? 

A. Yes, i t c o u l d . We've seen t h a t i n our w e l l 

t o t h e n o r t h a l s o . 

Q. The EUR on t h e Mewbourne w e l l , t h e 3.3 B c f , 

does t h a t assume some abandonment p r e s s u r e ? 

A. That was done o f f a 70 p e r c e n t a n n u a l 

d e c l i n e r a t e w h i c h I ' v e a p p r o x i m a t e d due t o t h e 

f a l l i n g p r e s s u r e s t h a t we had seen i n t h e d r i l l i n g 

r e p o r t s . 

Q. Do you t a k e t h a t 70 p e r c e n t d e c l i n e a l l t h e 

way down t o zero? 

A. I t goes down t o an economic l i m i t o f 

a p p r o x i m a t e l y 1,000 Mcf a month. 

Q. The l a s t p a r t o f t h a t d i s p l a y s h e e t shows 

t h e r e s e r v o i r s h a r e i n terms o f s e c t i o n s ? 

A. Yes . 

Q. I s t h i s f o r t h e whole S e c t i o n 2 v e r s u s t h e 

whole S e c t i o n 35? 
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A. Yes, i t i s . 

Q. When you make t h e comp a r i s o n t o t h e 

s p e c i f i c s p a c i n g u n i t s , how does t h e s o u t h h a l f o f 35 

compare t o t h e e a s t h a l f o f 2? 

A. I ' v e g o t t h a t d a t a . The re a s o n t h a t I'm 

compar i n g S e c t i o n 35 t o S e c t i o n 2 i s t h a t t h e 

Mewbourne w e l l i s p r o d u c i n g r i g h t now, even t h o u g h i t 

i s a west h a l f s t a n d - u p , i t w i l l m o s t l y o r most l i k e l y 

d r a i n t h e r e s e r v e s over on t h e e a s t h a l f . And even 

t h o u g h we would have a s o u t h h a l f l o c a t i o n , i t would 

most l i k e l y d r a i n t h e r e s e r v e s i n t h e n o r t h h a l f o f 

3 5 . 

I would a n t i c i p a t e t h e r e s e r v o i r s i z e i s 

o n l y g o i n g t o be l a r g e enough f o r two w e l l s . I would 

d o u b t t h a t Mewbourne would r e s p o n d w i t h a n o t h e r west 

h a l f o f S e c t i o n 2 w e l l . And we w i l l n o t re s p o n d w i t h 

a n o r t h h a l f o f S e c t i o n 35 w e l l . So t h a t ' s why I'm 

comp a r i n g s e c t i o n t o s e c t i o n and n o t p r o r a t i o n u n i t s . 

But I have g o t t h e p l a n i m e t e r r e s u l t s f o r 

-- t h e s o u t h h a l f o f S e c t i o n 35 would be 151 a c r e s , 

and a c r e - f e e t i s 1,731. 

And t h e n t h e e a s t h a l f o f S e c t i o n 2 would 

be 228 a c r e s w i t h 2,480 a c r e - f e e t . 

Q. The Mewbourne w e l l i s c u r r e n t l y p r o d u c i n g , 

what, 8-1/2 m i l l i o n a day? 
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A. C u r r e n t l y , f r o m our f i e l d check and f r o m 

t h e i r d r i l l i n g r e p o r t , t h e y had opened i t up, wide 

open choke, t o 8-1/2 t o 9 m i l l i o n a day, u n p e n a l i z e d . 

Q. From y o u r i n f o r m a t i o n , t h a t appears t o be 

t h e c a p a c i t y o f t h a t w e l l t o produce? T h a t ' s on a 

f u l l y open choke? 

A. Yes, a t l i n e p r e s s u r e . 

Q. A t t h i s p o i n t t h e y ' v e a l r e a d y r e c o v e r e d a 

l i t t l e o v e r a Bcf? 

A. Tha t ' s c o r r e c t — w e l l , I would show 

t h r o u g h September t h e y would have pr o d u c e d 802 

m i l l i o n . By t h e t i m e we c o u l d g e t a w e l l i n t o t h a t 

r e s e r v o i r and make a c o m p l e t i o n , I e s t i m a t e i t t o be 

-- t h e q u i c k e s t would be Jan u a r y 1 s t o f '94. The 

w e l l w ould have c u m u l a t i v e p r o d u c t i o n o f 1.4 Bcf a t 

t h a t p o i n t i n t i m e . 

Q. What happens t o you i f y o u ' r e r e q u i r e d t o 

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

term s o f yo u r a b i l i t y t o compete f o r t h e r e m a i n i n g gas 

r e s e r v e s w i t h t h e Mewbourne w e l l ? 

A. I t would p u t Enron a t s u b s t a n t i a l r i s k o f a 

t h i n sand, p o s s i b l y p o o r - q u a l i t y sand, and would 

d e f i n i t e l y hamper our o p p o r t u n i t i e s t o g e t a 

comparable w e l l . A g a i n , Mewbourne — t h e Mewbourne 

w e l l d i d g a i n advantage i n sand t h i c k n e s s -- i f t h e y 
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had t o have been d r i l l e d a s t a n d a r d l o c a t i o n o f 1,980, 

i t w o u l d p r o b a b l y p u t them down as mapped i n a 5 t o 10 

f o o t o f pay a l s o . 

So t h e y had g a i n e d s u b s t a n t i a l l y , and we 

woul d need t o have t h i s l o c a t i o n i n o r d e r t o have a 

comparable o p p o r t u n i t y . 

Q. The p a r t i e s i n t h i s case have s t i p u l a t e d t o 

a 30 p e r c e n t p e n a l t y on t h e E n r o n - o p e r a t e d w e l l i n t h e 

s o u t h h a l f o f 2? 

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

Q. W i t h t h e i m p o s i t i o n o f t h a t t y p e o f 

p e n a l t y , w i l l t h e Mewbourne w e l l s t i l l e n j o y a 

c o m p e t i t i v e advantage i n t h e r e s e r v o i r ? 

A. Yes, i t w i l l . 

MR. KELLAHIN: No f u r t h e r q u e s t i o n s . 

EXAMINER STOGNER: Thank you, Mr. 

K e l l a h i n . Any r e d i r e c t ? 

MR. PADILLA: No r e d i r e c t . 

EXAMINER STOGNER: I have no q u e s t i o n s o f 

t h i s w i t n e s s . He may be excused. 

MR. PADILLA: Mr. Examiner, I have one 

o t h e r t h i n g . I ' v e marked as E x h i b i t 11 and 11A, Mr. 

C a r r ' s A f f i d a v i t o f M a i l i n g and t h e c o r r e s p o n d e n c e 

t h a t he has s e n t o u t r e g a r d i n g t h e a p p l i c a t i o n . 

EXAMINER STOGNER: Do you have a n y t h i n g 
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e l s e , Mr. P a d i l l a , a t t h i s t i m e ? 

MR. PADILLA: N o t h i n g f u r t h e r e x c e p t t h a t 

a g a i n we ask t h a t t h e D i v i s i o n g r a n t an e x p e d i t i o u s 

o r d e r i n t h i s case. 

EXAMINER STOGNER: A l s o I ' l l a d m i t E x h i b i t s 

No. 11 and 11A as e v i d e n c e a t t h i s t i m e . 

Thank you, Mr. P a d i l l a . 

Mr. C a r r o l l , do you have a n y t h i n g t o add? 

MR. CARROLL: I have n o t h i n g t o add. 

EXAMINER STOGNER: Mr. K e l l a h i n ? 

MR. KELLAHIN: Mr. Examiner, I ' v e j u s t 

r e c e i v e d M e r i d i a n ' s s i g n a t u r e on t h e s t i p u l a t e d copy. 

I f I may make c o p i e s , we w i l l i n t r o d u c e M e r i d i a n ' s 

s i g n a t u r e t o t h a t agreement. 

EXAMINER STOGNER: I s t h a t a copy o r a 

s i g n e d l e t t e r t h a t was g i v e n as an e x h i b i t t o d a y by 

Enron? 

MR. KELLAHIN: Yes, s i r . I t ' s a copy o f 

t h e same l e t t e r . T h i s f a c s i m i l e shows t h a t M e r i d i a n 

has a pproved t h e s t i p u l a t i o n . 

EXAMINER STOGNER: T h i s would be t h a t same 

l e t t e r as E x h i b i t No. 4; however, i n l o o k i n g a t t h e 

copy t h a t Mr. K e l l a h i n j u s t gave me, I d o n ' t see t h e 

changes t h a t were added by Ar c o , b u t a l l t h e o t h e r 

w o r d i n g i s t h e same as E x h i b i t No. 4. 
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MR. PADILLA: W i t h r e g a r d t o t h a t , Mr. 

Examiner, we have no o b j e c t i o n t o M e r i d i a n o b t a i n i n g 

t h a t same i n f o r m a t i o n t h a t Arco r e q u e s t e d . 

EXAMINER STOGNER: Thank you, s i r . I f 

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

c o p i e s o f t h a t , t h a t would be a p p r e c i a t e d . 

A n y t h i n g e l s e f u r t h e r a t t h i s t i m e ? 

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

Examiner. 

EXAMINER STOGNER: Since t h e r e ' s n o t h i n g 

f u r t h e r i n t h i s case, Case No. 10827 w i l l be t a k e n 

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

W i t h t h a t , t h e h e a r i n g i s a d j o u r n e d . 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 

) ss . 

COUNTY OF SANTA FE ) 

I , Deborah O'Bine, 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 I 

caused my n o t e s t o be t r a n s c r i b e d under 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 t r a n s c r i p t 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 o f s a i d 

h e a r i n g . 

or employee o f any o f t h e p a r t i e s or 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 . 

I FURTHER CERTIFY t h a t I am n o t a r e l a t i v e 

WITNESS MY HAND AND SEAL, October 4, 1993. 

/ ) 

DEBORAH O'BINE 
CCR No. 63 

Oi l Conservat ion Division 
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