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3 

4 CHAIRMAN LEMAY: Case No. 9667? 

5 MR. STOVALL: A p p l i c a t i o n of Mi d l a n d 

6 Phoenix C o r p o r a t i o n f o r an u n o r t h o d o x gas w e l l 

7 l o c a t i o n and compulsory p o o l i n g , Lea County, New 

8 Mexico. 

9 CHAIRMAN LEMAY: T h i s case w i l l be 

10 c o n s o l i d a t e d , w i t h o u t o b j e c t i o n , w i t h Case No. 9669. 

11 Case No. 9669? 

12 MR. STOVALL: A p p l i c a t i o n of Enron O i l & 

13 Gas Company f o r co m p u l s o r y p o o l i n g , u n o r t h o d o x gas 

14 w e l l l o c a t i o n and n o n - s t a n d a r d gas p r o r a t i o n u n i t , 

15 Lea County, New Mexico. 

16 CHAIRMAN LEMAY: Appearances i n Cases 

17 9667 and 9669? 

18 MR. PADILLA: Mr. Chairman, my name i s 

19 E r n e s t L. P a d i l l a , P a d i l l a & Snyder o f Santa Fe, New 

20 Mexico, f o r M i d l a n d Phoenix C o r p o r a t i o n . 

21 MR. CARR: May i t p l e a s e the Commission, 

22 my name i s W i l l i a m F. Carr w i t h the law f i r m o f 

23 Campbell & B l a c k , P.A., Santa Fe. We r e p r e s e n t 

24 Enron O i l & Gas Company. 

25 CHAIRMAN LEMAY: Are t h e r e a d d i t i o n a l --
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1 Yes, s i r ? 

2 MR. PEARCE: May i t p l e a s e the 

3 Commission, I am W. p e r r y Pearce w i t h the Santa Fe 

4 law f i r m o f Montgomery & Andrews a p p e a r i n g i n t h i s 

5 m a t t e r on b e h a l f of Parker D r i l l i n g Company. 

6 CHAIRMAN LEMAY: Thank you Mr. Pearce. 

7 A d d i t i o n a l appearances i n t h i s h e a r i n g ? 

8 (No response.) 

9 CHAIRMAN LEMAY: W i l l you have any 

10 wi tnesses? 

11 MR. PEARCE: I w i l l n o t , Mr. Chairman. 

12 CHAIRMAN LEMAY: Okay. Any a d d i t i o n a l 

13 appearances? 

14 (No response.) 

15 CHAIRMAN LEMAY: W e ' l l have s t a t e m e n t s a t 

16 the end . 

17 W i l l t h o s e w i t n e s s e s t h a t w i l l g i v e 

18 t e s t i m o n y p l e a s e s t a n d and r a i s e your r i g h t hand and 

19 be sworn i n ? 

20 MR. STOVALL: Does each of you s o l e m n l y 

21 swear or a f f i r m t h e t e s t i m o n y you are about t o g i v e 

22 i n t h e s e cases w i l l be the t r u t h , t h e whole t r u t h , 

23 and n o t h i n g b u t t h e t r u t h ? 

24 ( A l l w i t n e s s e s respond a f f i r m a t i v e l y . ) 

25 CHAIRMAN LEMAY: Thank you. L e t ' s have a 
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1 l i t t l e -- y e s , Mr. P a d i l l a ? 

2 MR. PADILLA: Mr. Dicey w i l l be one of 

3 our w i t n e s s e s . He was out o f t h e room when the 

4 w i t n e s s e s were sworn. 

5 CHAIRMAN LEMAY: Thank you. Do you want 

6 t o r a i s e your r i g h t hand and be sworn? 

7 (Whereupon, Tim Dicey was sworn 

8 upon h i s o a t h t o t e l l t he t r u t h . ) 

9 CHAIRMAN LEMAY: L e t ' s have a l i t t l e 

10 d i s c u s s i o n on the p r e s e n t a t i o n o f the case. I 

11 u n d e r s t a n d t h i s i s the competing compulsory p o o l i n g . 

12 MR. PADILLA: Yes, s i r . 

13 CHAIRMAN LEMAY: We have e i g h t w i t n e s s e s , 

14 Mr. P a d i l l a ? 

15 MR. CARR: W e h a v e t h r e e . 

16 CHAIRMAN LEMAY: You have f i v e w i t n e s s e s ? 

17 MR. PADILLA: I have f i v e w i t n e s s e s . I 

18 w i l l p r o b a b l y o n l y use f o u r . 

19 CHAIRMAN LEMAY: I s t h e r e a n y t h i n g t h a t 

20 can be s t i p u l a t e d t o i n t h i s case c o n c e r n i n g your 

21 c o s t o f the w e l l s , a n y t h i n g t h a t you a l l agree t o 

22 t h a t would maybe s h o r t e n t h e procedure? 

23 Mr. Carr? 

24 MR. CARR: In response t o t h a t , I b e l i e v e 

25 the t e s t i m o n y w i l l show t h a t b o t h s i d e s are s e e k i n g 
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1 t o p o o l c e r t a i n l a n d s , a l t h o u g h d i f f e r e n t l a n d s , i n 

2 S e c t i o n 34. I s u s p e c t t h a t t h e r e i s no d i s p u t e 

3 between t h e p a r t i e s , t h a t whoever i s s u c c e s s f u l , 

4 t h a t a r i s k p e n a l t y i s a p p r o p r i a t e i n t h e amount of 

5 200 p e r c e n t . 

6 MR. PADILLA: I have no problem w i t h t h a t . 

7 MR. CARR: So I do n ' t t h i n k t e s t i m o n y 

8 needs t o be p r e s e n t e d on t h a t p o i n t . 

9 Other tha n t h a t , I t h i n k t h e r e i s not a 

10 g r e a t d e a l we can s t i p u l a t e t o . A l t h o u g h , I w i l l 

11 t e l l you t h a t the Examiner Hearing t o o k seven h o u r s . 

12 We are h o p e f u l t h a t h a v i n g worked w i t h the 

13 t r a n s c r i p t from the Examiner H e a r i n g , t h a t our 

14 p r e s e n t a t i o n w i l l be s u b s t a n t i a l l y s h o r t e r than t h a t . 

15 CHAIRMAN LEMAY: W e l l , we hope t h a t . 

16 Both Commissioner Humphries and m y s e l f have p r o b l e m s , 

17 o u t - o f - t o w n commitments. I f n e c e s s a r y , we may have 

18 t o d e l a y the h e a r i n g u n t i l September 2 1 s t or so i f 

19 we're not t h r o u g h t h i s a f t e r n o o n . That was my 

20 c o n c e r n . We a l s o need t o take an hour-and-a-ha 1f 

21 l u n c h break and about a 20 m i n u t e break 15 or 

22 20-minutes or whatever t h i s morning whenever. 

23 MR. PADILLA: Mr. Chairman, I t h i n k i f we 

24 a l s o i n c o r p o r a t e t he r e c o r d of the p r i o r Commission 

25 h e a r i n g , I would be more i n c l i n e d not t o go over 
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1 e v e r y d e t a i l t h a t we went t h r o u g h t he l a s t t i m e . 

2 MR. CARR: We would j o i n i n a r e q u e s t t o 

3 i n c o r p o r a t e t he r e c o r d o f the p r i o r h e a r i n g . That 

4 w i l l a l s o put i n t o e v i d e n c e c e r t a i n e x h i b i t s and 

5 w i l l s t r e a m l i n e the p r e s e n t a t i o n . 

6 CHAIRMAN LEMAY: Is t h e r e any o b j e c t i o n 

7 t o t h e i n c o r p o r a t i o n of the Examiner Hearing i n t o 

8 t h i s r e c o r d ? 

9 MR. CHERRYHOMES: None, Mr. Chairman. 

10 CHAIRMAN LEMAY: I f n o t , we s h a l l do t h a t . 

11 Thank you, g e n t l e m e n . 

12 Do you have opening s t a t e m e n t s you 

13 would l i k e t o make? 

14 MR. PADILLA: Very b r i e f l y , Mr. Chairman, 

15 and Mr. Humphries, we b e l i e v e t h a t t h i s i s a v e r y 

16 s t r a i g h t f o r w a r d case. M i d l a n d Phoenix seeks t o 

17 compulsory p o o l the east h a l f o f S e c t i o n 34 t o d r i l l 

18 a w e l l t o p r i m a r i l y t e s t the Morrow F o r m a t i o n . 

19 M i d l a n d Phoenix has made a l l e f f o r t s t h a t 

20 have been necessary t o f o r c e p o o l t h e east h a l f of 

21 S e c t i o n 34. They have been ahead i n l e a s i n g the 

22 l a n d , t o comprise a s t a n d a r d p r o r a t i o n u n i t of 320 

2 3 acres . 

24 At e v e r y s t a g e o f the p r o c e e d i n g , Enron 

25 has been beh i n d by s e v e r a l days or maybe s e v e r a l 
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1 months, whether i t ' s i n l e a s i n g or making 

2 a p p l i c a t i o n t o f o r c e p o o l . 

3 M i d l a n d Phoenix has t r i e d t o o o t a i n the 

4 v o l u n t a r y j o i n d e r of everyone i n t h a t e a s t - h a l f 

5 p r o r a t i o n u n i t . I n response t o the a p p l i c a t i o n f o r 

6 compulsory p o o l i n g f i l e d by Midland Phoenix, Enron 

7 f i l e d two competing a p p l i c a t i o n s , one t o s e p a r a t e l y 

8 t e s t the Atoka F o r m a t i o n and t o comprise the 

9 s t a n d a r d p r o r a t i o n u n i t or n o n - s t a n d a r d p r o r a t i o n 

10 u n i t o f the 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 34 f o r the 

11 Atoka F o r m a t i o n and t o c o n f i g u r e a s o u t h - h a l f 

12 p r o r a t i o n u n i t f o r t he Morrow F o r m a t i o n . 

13 We b e l i e v e t h a t t he e v i d e n c e w i l l show 

14 t h a t a t no t i m e d i d Enron ever f i g u r e t o do a s o u t h -

15 h a l f p r o r a t i o n u n i t u n t i l -- f o r t he Morrow 

16 F o r m a t i o n u n t i l t he a p p l i c a t i o n o f Mi d l a n d p h o e n i x . 

17 The e n t i r e e a st h a l f i s s u s c e p t i b l e o f 

18 p r o d u c t i o n . The t e s t i m o n y we have p r e s e n t e d b e f o r e 

19 the D i v i s i o n and the t e s t i m o n y t h a t we w i l l p r e s e n t 

20 t o d a y w i l l bear t h a t o u t . 

21 Enron w i l l argue t h a t a w e l l t h a t was 

22 d r i l l e d i n tne 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 34 

23 condemned the n o r t h e a s t q u a r t e r . 

24 We do not b e l i e v e t h a t t h a t i s a c c u r a t e . 

25 Our e v i d e n c e w i l l show t h a t a l l -- almost a i l 
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1 p r o r a t i o n u n i t s are not e n t i r e l y p r o d u c t i v e i n the 

2 p i t c h f o r k F i e l d , b o t h i n the Atoka and the Morrow 

3 F o r m a t i o n . 

4 T h i s i s not unusual a t a l l , b ut we 

5 b e l i e v e t h a t the Commission s h o u l d be co m p e l l e d t o 

6 m a i n t a i n the i n t e g r i t y of the s p a c i n g p a t t e r n s i n 

7 the s o u t h -- or i n the P i t c h f o r k F i e l d . 

8 We w i l l show t h a t , and we b e l i e v e t h a t 

9 t h a t e n t i r e e a s t h a l f of S e c t i o n 34 s h o u l d be 

10 d e d i c a t e d as a v a l i d p r o r a t i o n u n i t . 

11 I n the c a l l of the d o c k e t , the case was 

12 a d v e r t i s e d as i t i n c l u d e d -- the M i d l a n d Phoenix 

13 a p p l i c a t i o n c a l l e d f o r a n o n - s t a n d a r d gas or an 

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

15 B e f o r e we came t o the D i v i s i o n , we had 

16 dropped t h a t p o r t i o n o f the a p p l i c a t i o n and, 

17 t h e r e f o r e , our case i s o n l y f o r compulsory p o o l i n g 

18 a t t h i s t ime. 

19 CHAIRMAN LEMAY: Thank you, Mr. P a d i l l a . 

2 0 Mr. Ca r r? 

21 MR. CARR: May i t p l e a s e the Commission, 

22 as Mr. P a d i l l a has n o t e d , t h i s case i n v o l v e s the 

23 development of one s e c t i o n of l a n d i n the P i t c h f o r k 

24 Ranch F i e l d i n Lea County, New Mexico. 

25 And you have b e f o r e you a p p l i c a t i o n s 
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1 which ask you t o f o r c e p o o l c e r t a i n l a n d s , approve a 

2 n o n - s t a n d a r d Atoka p r o r a t i o n u n i t , and approve a 

3 w e l l l o c a t i o n on t h i s n o n - s t a n d a r d u n i t i n the Atoka 

4 F o r m a t i o n . 

5 The p o o l i n g a p p l i c a t i o n s are not t h e same. 

6 We seek a s o u t h - h a l f u n i t i n the Morrow and Midland 

7 Phoenix seeks a s t a n d a r d e a s t - h a l f . 

8 No m a t t e r how we l o o k a t t o d a y , i t i s 

9 g o i n g t o be a f a i r l y l o n g h e a r i n g . But a t the end 

10 of the h e a r i n g , t h e r e r e a l l y i s o n l y one q u e s t i o n 

11 t h a t you, the O i l Commission, are g o i n g t o be asked 

12 t o answer, and t h a t q u e s t i o n i s s i m p l y t h i s : I s the 

13 n o r t h e a s t q u a r t e r of S e c t i o n 34 r e a s o n a b l y 

14 p r o d u c t i v e ? That's i t . I s i t p r o d u c t i v e , can i t 

15 produce? And t h a t one q u e s t i o n i s g o i n g t o c o n t r o l 

16 e v e r y t h i n g e l s e i n the r e s t o f the case. 

17 I t ' s a g e o l o g i c a l case. What we're g o i n g 

18 t o do, b o t h o f us, i s focus on t h e n o r t h e a s t q u a r t e r 

19 of 34 because we b e l i e v e t h e r e i s n o t h i n g t h e r e and 

20 they b e l i e v e i t i s p r o d u c t i v e . 

2 1 We're g o i n g t o go t h r o u g h i t zone by zone, 

22 t o p t o b o t t o m , and we're go i n g t o show you the 

23 g e o l o g i c a l e v i d e n c e t h a t r e a s o n a b l e i n t e r p r e t a t i o n 

24 shows t h a t t h i s acreage does not c o n t a i n p r o d u c e a b l e 

25 r e s e r v e s and cannot be p r o d u c e d . 
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1 We're a l s o g o i n g t o show you t h a t we've 

2 a l r e a d y d r i l l e d i t and i t ' s been d r y , a l l the 

3 p r i m a r y o b j e c t i v e zones. And when you take t h i s 

4 d a t a and read i t i n any r e a s o n a b l e f a s h i o n , the 

5 c o n c l u s i o n , we s u b m i t , w i l l be c l e a r , and t h a t i s 

6 t h a t i t cannot produce. 

7 We're g o i n g t o p r e s e n t t o you data t h a t 

8 we p r e p a r e d back when we le a s e d i t . We owned the 

9 n o r t h e a s t q u a r t e r b e f o r e M i d l a n d Phoenix came 

10 a l o n g . And we're g o i n g t o show you d a t a t h a t was 

11 de v e l o p e d not f o r the purpose o f t h i s h e a r i n g , b u t 

12 d a t a t h a t was developed because we were t r y i n g t o 

13 d e v e l o p the acreage and, i n f a c t , d i d d r i l l a $2 

14 m i l l i o n w e l l and d i s c o v e r e d i t was not p r o d u c t i v e . 

15 This d a t a was c o n f i r m e d , not o n l y by the 

16 people we w i l l c a l l , b u t by the people who are g o i n g 

17 t o be t e s t i f y i n g f o r M i d l a n d Phoenix where t h e y were 

18 Enron employees and they p a r t i c i p a t e d . And i t i s 

19 t h e i r i n t e r p r e t a t i o n s t h a t we are g o i n g t o show you, 

20 i n t e r p r e t a t i o n s which show t h i s acreage cannot and 

21 w i l l not p r o d u c e . 

22 We're a l s o g o i n g t o show you t h a t t h e r e 

23 has been no new d a t a upon which t o change the 

24 i n t e r p r e t a t i o n . The o n l y f a c t u a l change t h a t comes 

25 b e f o r e you i s t h a t once th e y a c q u i r e d i t , the data 
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1 l o o k e d d i f f e r e n t t o them than i t d i d when t h e y were 

2 w i t h Enron. 

3 The c o n c l u s i o n i s g o i n g t o be c l e a r t h a t 

4 the n o r t h w e s t ( s i c ) q u a r t e r cannot and w i l l not 

5 p r o d u c e . To put i t i n t o a s p a c i n g u n i t w i t h our 

6 acreage t h a t does c o n t a i n p r o d u c e a b l e r e s e r v e s 

7 d i l u t e s our i n t e r e s t . We w i l l show you t h a t i t w i l l 

8 deny us an o p p o r t u n i t y t o produce our j u s t and f a i r 

9 share of what i s under our t r a c t and t h a t t o approve 

10 t h e i r a p p l i c a t i o n would i m p a i r our c o r r e l a t i v e 

11 r i g h t s and v i o l a t e your d u t i e s w i t h the O i l & Gas 

12 Comm i s s i on . 

13 CHAIRMAN LEMAY: Mr. C a r r , I m i g h t p o i n t 

14 o u t a t t h i s t i m e t h a t t h i s case was not a d v e r t i s e d 

15 c o r r e c t l y i n the Hobbs paper and w i l l be r e a d v e r t i s e d 

16 i n t h a t paper. 

17 You may c o n t i n u e , Mr. P a d i l l a . 

18 MR. PADILLA: Mr. Chairman, we w i l l c a l l 

19 C r a i g Duke a t t h i s t i m e . 

2 0 

2 1 J?jl^l2ii_^j3^IG_DUKE 

22 The w i t n e s s h e r e i n , a f t e r h a v i n g 

23 been f i r s t d u l y sworn upon h i s o a t h , was 

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

2 5 
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2 

3 BY MR. PADILLA: 

4 Q. Mr. Duke, f i r s t of a l l , l e t me ask you t o 

5 s t a t e your f u l l name and where you r e s i d e . 

6 A. Benton C r a i g Duke, 2402 C a s t l e f o r d , 

7 M i d l a n d , Texas. 

8 Q. Mr. Duke, what do you do f o r a l i v i n g ? 

9 A. I'm a Landman i n the o i l and gas 

10 e x p l o r a t i o n b u s i n e s s . 

I I Q. Were your c r e d e n t i a l s a ccepted as Landman 

12 b e f o r e the O i l C o n s e r v a t i o n Commission Hearing? 

13 A. Yes, s i r , t h e y were. 

14 Q. Did you t e s t i f y a t t h a t h e a r i n g 

15 c o n c e r n i n g t h i s m a t t e r ? 

16 A. Yes , I d i d . 

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

18 Duke as a Pet r o l e u m Landman. 

19 CHAIRMAN LEMAY: His q u a l i f i c a t i o n s are 

20 a c c e p t a b l e . One moment, p l e a s e . 

21 (Whereupon, t h e r e was a b r i e f 

22 d i s c u s s i o n h e l d o f f the r e c o r d . ) 

23 MR. PADILLA: For purposes of e x h i b i t s , 

24 i n o r d e r t o t r a c k more a c c u r a t e l y w i t h the D i v i s i o n 

25 r e c o r d , we have marked the g e o l o g i c e x h i b i t s 

SANTA FE DEPOSITION SERVICE 
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1 s t a r t i n g from E x h i b i t No. 5 i n t h a t o r d e r , and we 

2 have p u r p o s e l y o m i t t e d E x h i b i t No. 4 so as t o 

3 m a i n t a i n some i n t e g r i t y or c o n t i n u i t y . We have the 

4 same numbers as b e f o r e except the f i r s t t h r e e . 

5 MR. CARR: I ' d a l s o l i k e t o s t a t e t h a t i n 

6 p r e p a r i n g the e x h i b i t s f o r t h i s case, we have moved 

7 a t y p e l o g up i n t h e e x h i b i t s because we have kept 

8 t h e same numbering system so t h a t we do n ' t have the 

9 same c l a s h w i t h d i f f e r e n t numbers. 

10 CHAIRMAN LEMAY: You may c o n t i n u e . 

11 BY MR. PADILLA: 

12 Q. Mr. Duke, w i l l you r e f e r t o what we have 

13 marked as E x h i b i t No. 1 and t e l l the Commission what 

14 t h a t i s ? 

15 A. Yes, s i r . I t ' s a l a n d p l a t and an 

16 a p p r o x i m a t e breakdown o f the w o r k i n g i n t e r e s t 

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

18 c o n s i s t i n g o f the ea s t h a l f o f S e c t i o n 34, Township 

19 24 South, Range 34 East i n Lea County, New Mexico. 

20 Q. Mr. Duke, you have s t a t e d t h a t t n i s i s an 

21 a p p r o x i m a t e breakdown. 

22 I t a k e i t you are r e f e r r i n g t o the 

23 breakdown of w o r k i n g i n t e r e s t owners i n the 

24 p e r c e n t a g e s t h a t are a t the t o p o f t h a t e x h i b i t ? 

25 A. Yes, s i r . They have changed as of 8:00 
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1 l a s t n i g h t . Another reason we d o n ' t have the exact 

2 i s because we weren't p r i v y t o the o p e r a t i n g 

3 agreement of which Enron sent i t i n i n i n s e r t s and 

4 o t h e r p a r t i e s were p a r t y t o . 

5 However, I can t e l l you an a p p r o x i m a t e 

6 w o r k i n g i n t e r e s t f o r Midland Phoenix has changed 

7 from 41.1474 t o 52.98314. The reason t h a t i s i s 

8 t h a t we have s t r u c k a d e a l w i t h Mr. Bob L a n d r e t h , 

9 and he i s now j o i n i n g M i d l a n d Phoenix i n t h i s e a s t -

10 h a l f compulsory p o o l i n g . 

11 Q. Where i s t h a t i n t e r e s t or where i s the 

12 l a n d w i t h i n t e r e s t l o c a t e d i n S e c t i o n 34? 

13 A. I t ' s l o c a t e d -- he's g o t i n the n o r t h e a s t 

14 q u a r t e r and i n the n o r t h e a s t - s o u t h e a s t , 35 unleased 

15 net m i n e r a l a c r e s . In the west h a l f of the 

16 s o u t h e a s t and the s o u t h e a s t - s o u t h e a s t , he has 

17 c o n t r a c t u a l i n t e r e s t s which are governed by the 

18 o p e r a t i n g agreement o f which Enron i s the o p e r a t o r 

19 or was the o p e r a t o r . 

20 Q. Now, i n your e x h i b i t , i n S e c t i o n 34, you 

21 have c o l o r e d t h a t e x h i b i t i n red and you have 

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

23 Can you t e l l us what the red i s ? 

24 A. The red i s j u s t an o u t l i n e of an e a s t -

25 h a l f p r o r a t i o n u n i t , t he s t a n d a r d l o c a t i o n f o r an 
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1 e a s t - h a l f . 

2 Q. Has the y e l l o w changed as o f 8:00 l a s t 

3 n i g h t ? 

4 A. Yes, s i r , i t has. L i k e I s a i d , our 

5 i n t e r e s t has jumped -- w o r k i n g i n t e r e s t , as w e l l as 

6 b e f o r e i n the p r e v i o u s Commission H e a r i n g , J. Howard 

7 Moore, L i m i t e d , i s a l s o w i t h us. So t h a t would g i v e 

8 us a p p r o x i m a t e l y 63, r o u g h l y , p e r c e n t w o r k i n g 

9 i n t e r e s t . 

10 Q. Now, i n l o o k i n g a t the y e l l o w , as 

11 d e p i c t e d i n your E x h i b i t No. 1, what d i d t h a t 

12 c o n s t i t u t e ? 

13 A. That was the unleased -- t h a t 200-acre 

14 t r a c t i s a f e e t r a c t o f l a n d o f which we p i c k e d up 

15 o i l and gas l e a s e s c o v e r i n g t h a t . 

16 Q. And you c o n t r o l a l l o f the 200 acres? 

17 A. Yes, s i r , t h a t i s c o r r e c t . 

18 Q. What i n t e r e s t s do you c o n t r o l o u t s i d e o f 

19 the y e l l o w area and w i t h i n t he ea s t h a l f p r o r a t i o n 

20 u n i t i n the r e d , as of 8:00 l a s t n i g h t ? 

21 A. We c o n t r o l , l i k e 1 s a i d , a p p r o x i m a t e l y 11.8-

22 some-odd p e r c e n t . That i s combined. I t ' s hard f o r 

23 us t o break i t down, l i k e I s a i d , w i t h o u t h a v i n g a 

24 copy of t h a t o p e r a t i n g agreement t o know e x a c t l y 

25 what Mr. L a n d r e t h ' s and Mr. J e f f c o a t ' s c o n t r a c t u a l 
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1 i n t e r e s t i s . B u t o u t s i d e o f t h a t 2 0 0 - a c r e t r a c t , 

2 t h e y r o u g h l y have 1 t o 2 p e r c e n t , s o m e t h i n g l i k e 

3 t h a t . 

4 Q. Do you have i n t e r e s t now i n a l l o f t h e 

5 e a s t n a i f o f S e c t i o n 34? 

5 A. Yes, s i r , t h a t i s c o r r e c t . 

7 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 

8 E x h i b i t No. 1? 

9 A. No , s i r . 

10 Q. L e t ' s t u r n now t o what we have marked as 

11 E x h i b i t No. 2 and t e l l u s , t e l l t h e C o m m i s s i o n , what 

12 t h a t i s . 

13 I t ' s a s e r i e s o f c o r r e s p o n d e n c e , Mr. Duke? 

14 A. R i g h t . I b e l i e v e t h a t w o u l d be l e t t e r s 

15 d a t e d March 2 2 n d , 1989 -- i s t h a t what you a r e 

16 r e f e r r i n g t o ? 

17 Q. Y e s , s i r . 

18 A. Yes, s i r . On March 2 2 n d , 1989, M i d l a n d 

19 P h o e n i x C o r p o r a t i o n s e n t a l e t t e r t o Enron O i l & Gas 

20 Company, A t t e n t i o n : Mr. F r a n k E s t e p ; E n s e r c h 

21 E x p l o r a t i o n , I n c . , A t t e n t i o n : Mr. Dave L e a v e r t o n ; 

22 Samedan O i l C o r p o r a t i o n , A t t e n t i o n : J a c k E. A n d e r s o n 

23 and Leon J e f f c o a t , T r u s t e e , w h e r e i n we p r o p o s e d a 

24 w e l l i n an u n o r t h o d o x l o c a t i o n be a t 660 f r o m t h e 

25 s o u t h and 1980 f r o m t h e e a s t o f S e c t i o n 34. 
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1 We gave estimated dry-hole costs and 

2 completed d r y - h o l e c o s t s which were ta k e n d i r e c t l y 

3 o f f of our AFE which was p r e p a r e d by our e n g i n e e r . 

4 We a l s o gave -- i f they d e c i d e d not t o 

5 p a r t i c i p a t e , and would p r e f e r t o fa r m o u t f o r t h i s 

6 1 5 , 8 0 0 - f o o t Morrow t e s t -- we gave terms which would 

7 De a c c e p t a b l e f o r us. 

8 We f u r t h e r s t a t e d i n t h e r e t h a t we would 

9 l i k e a response t o t h i s p r o p o s a l a t the e a r l i e s t 

10 p o s s i b l e c o n v e n i e n c e , s i n c e we would l i k e t o spud 

11 the w e l l i n the v e r y near f u t u r e . 

12 And upon h e a r i n g back from a l l these 

13 p a r t i e s one way or a n o t h e r as t o what t h e i r 

14 i n t e n t i o n s were, we would f o r w a r d a f o r m a l AFE and a 

15 copy o f a 1 9 8 2 AA P L 610 Form O p e r a t i n g Agreement f o r 

16 t h e i r a p p r o v a l . 

17 We f u r t h e r s t a t e d t h a t we u n d e r s t o o d t h a t 

18 t h e r e was p o s s i b l y an o p e r a t i n g agreement i n 

19 e x i s t e n c e , and we would work w i t h them any way 

20 p o s s i b l e t o -- e i t h e r i n an -- whether i t be an 

21 o v e r l a p p i n g or t o execute a new agreement j u s t 

22 c o v e r i n g the east h a l f . 

23 In the same r e g a r d s , we sent a s e p a r a t e 

24 l e t t e r on the same d a t e , March 22nd, 1989, a t the 

25 same l o c a t i o n t o Mr. Bob L a n d r e t h . The reason we --
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1 Q. Mr. Duke, l e t ' s not go i n t o Mr. 

2 Lanciretn's l e t t e r , s i n c e you a l r e a d y made a d e a l 

3 w i t h him. 

4 A. Okay . 

5 Q. Let me ask you r e g a r d i n g the f i r s t l e t t e r , 

6 whether you r e c e i v e d a response from any o f the 

7 addressees on t h a t w i t h the e x c e p t i o n of Leon 

8 J e f f c o a t , whom you made a d e a l w i t h , a l s o . 

9 My q u e s t i o n i s d i r e c t e d a t Enron's answer 

10 and Samedan; what was t h e i r response? 

11 A. Yes, s i r , we d i d hear back on A p r i l the 

12 1 4 t h , 1989, from Enserch E x p l o r a t i o n . John McGee, 

13 t h e Senior Landman f o r Enserch, w r o t e us a l e t t e r i n 

14 r e f e r e n c e t o our l e t t e r d a ted the 22nd of March, 

1 5 19 8 9 . 

16 B a s i c a l l y , t h e y , Enserch, s t a t e t h a t t h e y 

17 do not i n t e n d t o j o i n s a i d w e l l and tney do not 

18 i n t e n d t o g r a n t a f a r m o u t of Enserch's i n t e r e s t i n 

19 the c a p t i o n e d l a n d . I t says, f u r t h e r , tney i n t e n d 

20 t o c o n t e s t u n o r t h o d o x l o c a t i o n . And i t j u s t says 

21 l e t them know a n y t h i n g e l s e , 

22 Other than t h a t , we d i d not hear from 

23 anybody r e g a r d i n g our p r o p o s a l u n t i l such t i m e as we 

24 r e c e i v e d the com p u l s o r y p o o l i n g n o t i c e from Mr. C a r r . 

25 Q. Is t h a t l e t t e r from Enserch i n t h i s 
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1 exhibit? 

2 A . Yes, s i r . 

3 Q. Can you p o i n t i t out t o t h e Commission? 

4 A. I t was E x h i b i t 4 b e f o r e t he Commission 

5 l a s t t i m e . I'm not sure --

6 Q. And i t ' s i n t h i s p a c k e t now; i s t h a t 

7 r i g h t ? 

8 A. Yes, s i r , t h a t i s c o r r e c t . Yes, s i r , i t 

9 i s . 

10 Q. When d i d you r e c e i v e a response from 

11 Enron, i f any time? 

12 A. We r e c e i v e d a r e s p o n s e , o t h e r t h a n , l i k e 

13 I s t a t e d , t he compulsory p o o l i n g , on May the 2nd. 

14 B a s i c a l l y , what t h e y d i d i s t h e y sent us a l e t t e r 

15 whereby they proposed a w e l l f o r a s o u t h - h a l f Morrow 

16 p r o r a t i o n u n i t and a n o n - s t a n d a r d 160-acre s o u t h e a s t 

17 q u a r t e r Atoka p r o r a t i o n u n i t . That was t h e f i r s t 

18 we'd heard from them i n w r i t i n g , o t h e r t h a n , l i k e I 

19 s a i d , t he compulsory p o o l i n g n o t i c e from them. 

20 Q. You got the compulsory p o o l i n g n o t i c e 

2 1 f i r s t ? 

22 A. Yes, s i r , t h a t was the response t o our 

23 o r i g i n a l p r o p o s a l . 

24 Q. What e f f o r t s d i d you t r y t o n e g o t i a t e a 

25 v o l u n t a r y j o i n d e r o f t h e east h a l f o f S e c t i o n 34 
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1 p r i o r t o the D i v i s i o n Hearing? 

2 A. toe t r i e d on numerous o c c a s i o n s t o — you 

3 know, we c o n t a c t e d the r e s t o f the p a r t i e s . Samedan, 

4 we c h a t t e d w i t h them; t a l k e d t o Mr. L a n d r e t h . Enron 

5 would not r e a l l y respond t o us. 

6 Q. Did you c a l l Enron? 

7 A. Yes, s i r , we d i d . We f i n a l l y g o t 

8 com m u n i c a t i o n g o i n g a f t e r we were i n s t r u c t e d t o , 

9 a f t e r t he o r i g i n a l h e a r i n g was postponed u n t i l the 

10 2 4 t h . 

11 Q. So --

12 A. But p r i o r t o t h a t , t h e r e was no 

13 c o m m u n i c a t i o n . 

14 Q. There was no t e l e p h o n e communication? 

15 A. W e l l , we c a l l e d them, b u t we never g o t 

16 r e t u r n c a l l s . 

17 Q. Once you were i n s t r u c t e d by t h e D i v i s i o n 

18 t o communicate w i t h Enron, what e f f o r t s d i d you make 

19 to communicate w i t h Enron? 

20 A. We s e n t -- a t t h a t p a r t i c u l a r p o i n t , t h a t 

21 was May the 1 0 t h , the h e a r i n g i n which the Examiner 

22 i n s t r u c t e d us t o communicate w i t h a l l t he p a r t i e s — 

23 so we sent a l e t t e r t o Enron dated May the 1 1 t h , 

24 whereby we had d e c i d e d t o d r o p our unorthodox 

25 l o c a t i o n f o r the s i m p l e reason economics d i d not --
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1 we c o u l d not s t a n d a p e n a l t y , an a l l o w a b l e p e n a l t y . 

2 i n a c t u a l i t y , i t was a b e t t e r l o c a t i o n 

3 a f t e r , you know, some c o n s i d e r a t i o n . We moved i t t o 

4 1990 from t h e so u t h and 1980 from t h e e a s t , which 

5 was a s t a n d a r d f o r the east h a l f . 

6 And we s e n t t h i s l e t t e r t o Enron and t o l d 

7 them we d e c l i n e d t h e i r o f f e r of May the 2nd t o 

8 p a r t i c i p a t e i n the d r i l l i n g a t t h e i r s t a n d a r d 

9 l o c a t i o n f o r the so u t h h a l f and un o r t h o d o x or 

10 n o n - s t a n d a r d s o u t h e a s t p r o r a t i o n u n i t f o r the Atoka. 

11 We, t h e r e a g a i n , proposed the same 15,800-

12 f o o t Morrow t e s t a t a l e g a l l o c a t i o n . And we a l s o 

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

14 would be w i l l i n g t o accep t a f a r m o u t from them, 

15 d e l i v e r i n g 75 p e r c e n t w i t h 25 p e r c e n t b a c k - i n a f t e r 

16 pa yo ut . 

17 And we r e s p e c t f u l l y r e q u e s t e d a response 

18 t o t h i s p r o p o s a l a t t h e e a r l i e s t p o s s i b l e 

19 c o n v e n i e n c e . And, upon h e a r i n g from them, we would 

20 f o r w a r d t o them a f o r m a l AFE, as was -- b a s i c a l l y 

21 t h e same l e t t e r as we proposed b e f o r e , o t h e r than 

22 the l o c a t i o n change. 

23 Q. At what t i m e d i d you d e c i d e t o f i l e a 

24 compulsory p o o l i n g a p p l i c a t i o n f o r t h e ea s t h a l f o f 

25 S e c t i o n 34? 
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1 A. A f t e r about 30 days, when we got no 

2 response from Enron, we had had p r i o r d e a l i n g s where 

3 we had proposed c e r t a i n t h i n g s and g o t t e n no 

4 re s p o n s e . We d e c i d e d t h a t i t was g o i n g -- t h a t was 

5 t h e way i t was g o i n g t o have t o come down anyway. 

6 Q. Mr. Duke, when d i d you s t a r t l e a s i n g l a n d 

7 i n the e a s t h a l f o f S e c t i o n 34 or t r y i n g t o make 

8 e f f o r t s t o a c q u i r e i n t e r e s t s i n the east h a l f o f 

9 Sec t i o n 3 4? 

10 A. To the best o f my r e c o l l e c t i o n , Mr. 

11 P a d i l l a , i t was around F e b r u a r y of 1989. January or 

12 F e b r u a r y , somewhere i n t h a t t i m e . 

13 Q. Do you know what t h e h i s t o r y was o f 

14 l e a s i n g a c t i v i t y by Enron or an a f f i l i a t e d company 

15 o f Enron or the pr e d e c e s s o r ? 

16 A. Yes, s i r , I do. We had Enron had 

17 leased the same acreage t h a t we l e a s e d p r e v i o u s l y i n 

18 order t o p r e v e n t a w e l l from b e i n g d r i l l e d i n t h i s 

19 e a s t - h a l f p r o r a t i o n u n i t . They l e t t h e l e a s e s 

20 e x p i r e i n November. 

21 We were t r y i n g t o p u t our p r o s p e c t back 

22 t o g e t h e r and s u b s e q u e n t l y s t a r t l e a s i n g i t a f t e r t h e 

23 f i r s t of the y e a r . 

24 Q. Do you know whether Enron made e f f o r t s t o 

25 l e a s e t h a t l a n d , a l s o ? 
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1 A. Yes, s i r , t h e y d i d . I ' v e got those 

2 l e t t e r s h e r e . On March 1 6 t h , th e y sent o u t l e t t e r s --

3 I've j u s t g e t c o p i e s of two of them -- t o Mr. Boley 

4 Embrey and Alan Jochimsen, who are m i n e r a l owners i n 

5 t h a t e a st h a l f . 

6 They r e q u e s t e d an o i l and gas l e a s e cover 

7 the n o r t h e a s t q u a r t e r and the n o r t h e a s t - s o u t h e a s t o f 

8 S e c t i o n 34. These f e l l o w s had -- these are m o s t l y 

9 pros i n h e r e . By t h a t , I mean t h e y are i n t h e o i l 

10 b u s i n e s s t h e m s e l v e s , and were f u l l y aware t h a t Enron 

11 had leased i t p r i o r , p r e v i o u s l y , t o p r e v e n t a w e l l 

12 from b e i n g d r i l l e d . Of c o u r s e , t h e s e people were 

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

14 Anyway, on March 16th i s when Enron sent 

15 those l e t t e r s o u t r e q u e s t i n g l e a s e s . 

16 Q. Are t h e y i n E x h i b i t No. 1? 

17 A. Yes, s i r , they sure a r e . 

18 Q. When d i d you a c q u i r e those l e a s e s from 

19 these gentlemen? 

20 A. We a c q u i r e d them, l i k e I s a i d , around 

21 t h r o u g h January or F e b r u a r y . I d o n ' t have the 

22 a c t u a l l e a s e s . 

23 Q. About a month or so — 

24 A. Y e s , s i r . 

25 Q. -- b e f o r e Enron a t t e m p t e d the lease? 
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1 A. Yes, s i r , t h a t ' s t r u e . 

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

3 c o n c e r n i n g t h i s p a r t i c u l a r e x h i b i t ? 

4 A. No , s i r . 

5 Q. Mr. Duke, d i d you c o m p i l e t h i s e x h i b i t 

6 and pr e p a r e E x h i b i t No. 1? 

7 A. Y e s , s i r . 

8 MR. PADILLA: Mr. Chairman, we'd move the 

9 a d m i s s i o n o f E x h i b i t s 1 and 2, and we pass t h e 

10 w i t n e s s a t t h i s t i m e . 

11 CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 

12 E x h i b i t s 1 and 2 w i l l be e n t e r e d i n t o t he r e c o r d . 

13 (Whereupon, MIDLAND PHOENEX 

14 EXHIBITS 1 and 2 were a d m i t t e d i n t o 

15 ev idence .) 

16 CHAIRMAN LEMAY: Mr. Carr? 

17 

18 c R£.§ x ^ i l l N£ 212 N 

19 

20 BY MR. CARR: 

21 Q. Mr. Duke, what i s your p o s i t i o n w i t h 

22 Midland Phoenix? 

23 A. I am a Landman. 

24 Q. And how l o n g have you been a Landman f o r 

25 M i d l a n d Phoenix? 
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1 A . S i n c e t h e f o r m i n g o f t h e c o m p a n y 

2 a p p r o x i m a t e l y November o f 1 9 8 8 . 

3 Q. T h a t ' s when t h e c o m p a n y was f o r m e d ? 

4 A . T h a t ' s when we g o t t o g e t h e r , y e s , s i r . 

5 Q. P r i o r t o t h a t t i m e , had y o u w o r k e d as a 

6 Landman? 

7 A . Y e s , s i r , I h a d . 

8 Q. Was t h a t your p o s i t i o n w i t h Enron? 

9 A . Ye s , s i r . 

10 Q. W h i l e w o r k i n g as a Landman w i t h E n r o n , 

11 d i d y o u become f a m i l i a r w i t h t h e P i t c h f o r k a r e a , 

12 w h i c h i s t h e s u b j e c t o f t o d a y ' s h e a r i n g ? 

13 A . Yes , s i r , I d i d . 

14 Q. Were you i n v o l v e d w i t h t he s t a t u s and 

15 f a m i l i a r w i t h t he s t a t u s o f the l e a s e s i n t h e area 

16 w h i l e w o r k i n g w i t h Enron? 

17 A. Yes, s i r . 

18 Q. I t h i n k you i n d i c a t e d t h a t you l e a s e d the 

19 n o r t h e a s t q u a r t e r sometime t h i s y e a r . I j u s t missed 

20 t h e date . 

21 A. I say January or F e b r u a r y . I d o n ' t have 

22 the a c t u a l d a t e . 

23 Q. T h i s acreage had p r e v i o u s l y been under 

24 l e a s e w i t h Enron; i s t h a t c o r r e c t ? 

25 A. That i s c o r r e c t . 
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1 Q. In f a c t , t h e y had l e a s e d i t and d r i l l e d a 

2 w e l l on i t back when you were w i t h them? 

3 A. Yes, s i r , t h a t i s t r u e . 

4 Q. Who makes the d e c i s i o n i n your company t o 

5 go out and l e a s e a p a r t i c u l a r t r a c t ? 

6 A. I t ' s a d e c i s i o n based s t r i c t l y on 

7 g e o l o g i c a l , g e o p h y s i c a l and management — you know, 

8 m o n e t a r y , f i n a n c i a l --

9 Q. Are you i n v o l v e d i n t h a t d e c i s i o n process? 

10 A. Y e s , s i r . 

11 Q. I s i t done a t a meeting? Do you g e t 

12 t o g e t h e r and d i s c u s s i t ? 

13 A. Yes , s i r . 

14 Q. And the c o n s i d e r a t i o n s are lan d 

15 c o n s i d e r a t i o n s , as w e l l as g e o l o g i c a l and g e o p h y s i c a l ? 

16 A. There are lan d c o n s i d e r a t i o n s taken i n t o 

17 a c c o u n t , b u t , p r i m a r i l y , i t ' s g e o l o g i c a l and 

18 g eo phy s i ca 1 . 

19 Q. Lookin g a t the area t h a t ' s t he s u b j e c t o f 

20 t o d a y ' s h e a r i n g , S e c t i o n 34, have you r e c e n t l y 

21 a c q u i r e d any a d d i t i o n a l l e a s e h o l d i n t e r e s t s i n t h a t 

22 acreage? 

23 A. Any a d d i t i o n a l l e a s e h o l d i n t e r e s t s ? 

24 Q. Yes. 

25 A. No, s i r , we have n o t . 
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1 Q. Do you have t o p l e a s e s on any o f the 

2 acreage c u r r e n t l y under l e a s e t o Enron? 

3 A. Yes, s i r , we sur e do. 

4 Q. When w i l l t h ose become e f f e c t i v e i f , i n 

5 f a c t , t he acreage i s n ' t developed? 

6 A. They w i l l become e f f e c t i v e on December 

7 7 t h , 1989. 

8 Q. Does M i d l a n d Phoenix, i f t h e y p r e v a i l i n 

9 t h i s case, propose t o be pr e p a r e d t o go f o r w a r d and 

10 d e v e l o p the l a n d s p r i o r t o t h a t d a t e ? 

11 A. Vie have been p r e p a r e d t o go f o r w a r d , Mr. 

12 C a r r , the whole t i m e . We were ready May 1 0 t h . I t 

13 was postponed because o f Enron. I t came May 2 4 t h , 

14 and i t was a l s o p o s t p o n e d . We won the f i r s t 

15 h e a r i n g . We were ready t o d r i l l by October 1 s t . 

16 You a l l asked f o r an appeal and --

17 Q. My q u e s t i o n i s : W i l l you be p r e p a r e d t o 

18 go f o r w a r d b e f o r e December t h e 7th? 

19 A. We would have t o d i s c u s s t h a t , Mr. C a r r . 

20 Q. You may not be? 

21 A. That i s p o s s i b l e . 

22 Q. And i f you d i d n o t , then your o w n e r s h i p 

23 p o s i t i o n i n t h a t t r a c t would change, would i t not? 

24 A. In w h a t t r a c t ? 

25 Q. In the e a s t h a l f o f S e c t i o n 34. I f no 
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1 w e l l i s d r i l l e d by December t h e 7 t h on t h a t 

2 p r o p e r t y , t hen the o w n e r s h i p o f the i n t e r e s t w i l l 

3 chang e? 

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

5 Q. Now, you o r i g i n a l l y proposed the w e l l 

6 s o u t h o f the c u r r e n t l o c a t i o n , I b e l i e v e you 

7 t e s t i f i e d ? 

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

9 Q. And then a d e c i s i o n , i f I u n d e r s t o o d your 

10 t e s t i m o n y , was made t o move the w e l l because o f the 

11 p o t e n t i a l p e n a l t y you p e r c e i v e d b e i n g imposed on i t 

12 a t t h a t l o c a t i o n ? 

13 A. That i s c o r r e c t . We were t o l d i t was 

14 a p p r o x i m a t e l y 66 - a n d - t w o - t h i r d s was t h e e q u a t i o n , or 

15 w h a t e v e r , t h a t t h e y used. 

16 Q. Because you were t h a t much too c l o s e t o 

17 an end l i n e j u s t on a p e r c e n t o f encroachment upon 

18 t h e acreage --

19 A. W e l l , f o r an ea s t h a l f -- f o r an 

20 unorthodox l o c a t i o n i n an e a s t - h a l f p r o r a t i o n u n i t . 

21 Q. Then you t e s t i f i e d t h a t you s u b s e q u e n t l y 

22 c o n c l u d e d t h a t t he p r e s e n t l o c a t i o n i s a b e t t e r 

2 3 l o c a t ion? 

24 A. I w o u l d n ' t say n e c e s s a r i l y b e t t e r . I t ' s 

25 j u s t f o r t h e Morrow F o r m a t i o n , our g e o l o g i s t s and 
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1 g e o p h y s i c i s t s -- w h i c h I'm s u r e you w i l l g e t i n t o 

2 w i t h them l a t e r — w i l l show you from t h a t s i m p l e — 

3 from t h a t f o r m a t i o n , i t i s a b e t t e r l o c a t i o n . 

4 However, the bank l o c a t i o n , which w i l l be 

5 Drought out l a t e r -- I d o n ' t f e e l I s h o u l d g e t i n t o 

6 t h a t 

7 Q. You t h i n k t h e r e are p r o b a b l y b e t t e r 

8 w i t n e s s e s f o r me t o pursue t h i s w i t h ? 

9 A. Yes, s i r , I would say t h a t . Yes, s i r . 

10 Q. When you t a l k about g e o l o g i c a l and 

11 g e o p h y s i c a l i n p u t as t o the new l o c a t i o n b e i n g 

12 b e t t e r , who was i n v o l v e d i n making t h a t d e c i s i o n ? 

13 Was Mr. Hodges i n v o l v e d ? 

14 A. Y e s , s i r . 

15 Q. Mr. Dicey? 

16 A. Yes, s i r . 

17 Q. Mr. B roten? 

18 A. Y e s , s i r . 

19 Q. Was t h e r e e n g i n e e r i n g i n p u t i n t o t h a t 

20 d e c i s i o n ? 

21 A. No, not r e a l l y , not from t h a t s t a n d p o i n t . 

22 E n g i n e e r i n g was not d i r e c t l y i n v o l v e d . I t was 

23 p r i m a r i l y g e o l o g i c a l . 

24 Q. On your E x h i b i t No. 2, you have a number 

25 of l e t t e r s t h a t b a s i c a l l y o u t l i n e or d e t a i l t h e 
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1 e f f o r t s made d u r i n g the l a s t s i x months t o o b t a i n a 

2 v o l u n t a r y agreement f o r development o f S e c t i o n 34. 

3 Is t h a t a f a i r c h a r a c t e r i z a t i o n ? 

4 A. Yes, s i r , I guess so. 

5 Q. Has a v o l u n t a r y agreement been reached 

6 f o r the development o f t h i s acreage? 

7 A. O b v i o u s l y n o t . 

8 MR. CARR: That's a l l I have. 

9 CHAIRMAN LEMAY: Thank you, Mr. C a r r . 

10 Mr. Pearce? 

11 MR. PEARCE: N o t h i n g . 

12 

1 3 j^MIMII.O.N 

14 

15 BY CHAIRMAN LEMAY: 

16 Q. One q u e s t i o n , p l e a s e , Mr. Duke. 

17 A. Y e s , s i r . 

18 Q. Concerning the t o p l e a s e s you have i n 

19 S e c t i o n 34, d i d you agree t o d r i l l t he w e l l p r i o r t o 

20 t h e e x p i r a t i o n o f th o s e l e a s e s had t h i s case not 

21 been c o n t i n u e d ? 

22 A. Yes, s i r . We were t o d r i l l the w e l l , 

23 f i r s t o f f w i t h our f i r s t p r o p o s a l , by June or J u l y , 

24 and the h e a r i n g was d e l a y e d . And then the o r d e r 

25 came o u t s a y i n g we c o u l d do t h e spud by October 1 s t . 
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1 We were ready t o do so a t t h a t t i m e , spud by 

2 October 1 s t . And then t h a t ' s when the y appealed 

3 b e f o r e t he f u l l Commission. 

4 CHAIRMAN LEMAY: That's the o n l y q u e s t i o n 

5 I have. 

6 THE WITNESS: Yes, s i r . 

7 CHAIRMAN LEMAY: You may be excused. 

8 Mr. P a d i l l a , you may p r o c e e d . 

9 MR. PADILLA: At t h i s t i m e , Mr. Chairman, 

10 we w i l l c a l l P h i l S t i n s o n . 

11 

1 2 i i i M E S_ PH^ L I_ P_S T_TN S 0N 

13 The w i t n e s s h e r e i n , a f t e r h a v i n g 

14 been f i r s t d u l y sworn upon h i s o a t h , was 

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

16 

17 

18 

19 BY MR. PADILLA: 

20 Q. Mr. S t i n s o n , f o r the r e c o r d , p l e a s e s t a t e 

21 your f u l l name. 

22 A. James P h i l i p S t i n s o n . 

23 Q. Where do you l i v e ? 

24 A. 6101 Mecca, Odessa Texas. 

25 Q. Do you work f o r Mid l a n d Phoenix? 
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1 A. I am a d r i l l i n g c o n s u l t a n t . 

2 Q. Mr. S t i n s o n , d i d you t e s t i f y b e f o r e t h e 

3 D i v i s i o n h e a r i n g i n t h i s m a t t e r ? 

4 A. No, I d i d n o t . 

5 Q. Mr. S t i n s o n , do you have a degree i n 

6 eng i neer i ng? 

7 A. No, s i r , 1 do n o t . 

8 Q. What i s your e x p e r i e n c e i n the o i l and 

9 gas i n d u s t r y as a d r i l l i n g s p e c i a l i s t ? 

10 A. I worked f o r Roden O i l Company, HNG O i l 

11 Company, and Enron O i l & Gas f o r t w e n t y y e a r s . 

12 Q. Doing what, Mr. S t i n s o n ? 

13 A. I worked e v e r y p o s i t i o n from d r i l l i n g 

14 foreman t o V i c e - P r e s i d e n t of D r i l l i n g f o r t w e n t y 

15 y e a r s . I have worked as a d r i l l i n g foreman and 

16 p r o g r e s s e d up t o V i c e - P r e s i d e n t of D r i l l i n g i n 1978 

17 and was V i c e - P r e s i d e n t u n t i l '86. 

18 Q. Mr. S t i n s o n , d i d you p r e p a r e the AFE i n 

19 t h i s case f o r d r i l l i n g o f t n e M i d l a n d Phoenix w e l l ? 

20 A. Yes, s i r , I d i d . 

21 Q. What o t h e r AFE's have you p r e p a r e d i n 

22 t h i s area f o r d r i l l i n g w e l l s o f the k i n d t h a t i s 

23 proposed by M i d l a n d Phoenix? 

24 A. I ' v e p r e p a r e d or approved a l l o f t h e 

25 AFE's i n the P i t c h f o r k Rancn F i e l d s t h a t were 
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1 d r i l l e d by HNG-Enron. 

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

3 S t i n s o n as a d r i l l i n g s p e c i a l i s t . 

4 CHAIRMAN LEMAY: His q u a l i f i c a t i o n s a r e 

5 acc epta b l e . 

6 BY MR. PADILLA: 

7 Q. Mr. S t i n s o n , l e t me hand you what we have 

8 marked as E x h i b i t No. 3, and ask you t o i d e n t i f y 

9 t h a t , p l e a s e ( i n d i c a t i n g ) ? 

10 A. (W i t n e s s r e f e r s t o document.) T h i s i s 

11 M i d l a n d Phoenix's AFE f o r tne d r i l l i n g o f the Madera 

12 34 F e d e r a l Com. No. 1. 

13 Q. What i s the bottom l i n e f o r d r i l l i n g the 

14 proposed w e l l , as t h e f i g u r e s are p r o j e c t e d on t h a t 

15 AFE? 

16 A. $1,783,540.00. 

17 Q. And t h a t ' s f o r a completed w e l l ? 

18 A. That's f o r a completed w e l l . 

19 Q. What are the proposed w e l l c o s t s f o r a 

20 d r y we 11? 

2 1 A . $1 , 379 , 000 . 00 . 

22 Q. Have you seen the AFE pr e p a r e d by Enron 

23 i n t h i s case and s u b m i t t e d t o the D i v i s i o n ? 

24 A. Y e s , s i r . 

25 Q. How does your AFE v a r y from t h a t 
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1 s u b m i t t e d by E n r o n ? 

2 A . Ours i s some $ 2 9 9 , 0 0 0 . 0 0 h i g h e r . 

3 Q. Can y o u e x p l a i n why i t ' s h i g h e r ? 

4 A . Y e s , s i r . T h e r e ' s 1 6 0 - s o m e - o d d - t h o u s and 

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

6 E n r o n AFE. 

7 Q. Why a r e c o n t i n g e n c i e s i n y o u r AFE -- why 

8 have you l i s t e d t h o s e ? What i s t h e p u r p o s e o f 

9 h a v i n g t h e c o n t i n g e n c i e s ? 

10 A. For u n e x p e c t e d t h i n g s t h a t happen t o you 

11 i n d r i l l i n g a w e l l . 

12 Q. I s t h i s r e a s o n a b l e i n m a k i n g AFE's o f 

13 t h i s k i n d ? 

14 A. I t ' s c u s t o m a r y t o p u t c o n t i n g e n c i e s i n . 

15 Q. What s p e c i f i c c o n t i n g e n c i e s does y o u r AFE 

16 c o n t a i n ? 

17 A. A l s o , one d i f f e r e n c e i n our AFE v e r s u s 

18 E n r o n ' s AFE i s we p l a n t o s e t 7 - 5 / 8 t h s c a s i n g f o r 

19 t h e s e c o n d i n t e r m e d i a t e s t r a i n r a t h e r t h a n t h e 7 - i n c h 

20 p r o p o s e d by E n r o n . 

21 Q. Why i s t h a t ? 

22 A. We f i g u r e we w i l l p r o b a b l y have t o r u n a 

23 d r i l l i n g l i n e r and t h i n k we can g e t a b e t t e r cement 

24 j o b and a s l i g h t l y l a r g e r h o l e and g i v e us a b e t t e r 

25 c h a n c e o f c o m p l e t i n g t h e w e l l . 
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1 Q. Why i s t h i s i m p o r t a n t ? 

2 A . T h i s l i n e r w i l l tae r u n as a d r i l l i n g 

3 l i n e r d u r i n g the d r i l l i n g of t h e w e l l ; b ut 

4 e v e n t u a l l y , when we come back, h o p e f u l l y , t o t h e 

5 Atoka , i t w i l l be used as a p r o d u c t i o n l i n e r . 

6 Q. Now, l e t me go back t o t h e p r e v i o u s 

7 q u e s t i o n I had asked , and t h a t q u e s t i o n was, what 

8 are t h e s p e c i f i c c o n t i n g e n c i e s t h a t you have 

9 p r o v i d e d f o r i n t h i s AFE? 

10 A. There i s no s p e c i f i c c o n t i n g e n c i e s . I t ' s 

11 10 p e r c e n t of the c o s t . 

12 Q. Okay. And t h a t ' s not un r e a s o n a b l e i n 

13 d r i l l i n g w e l l s o f t h i s n a t u r e ? 

14 A. No, s i r . 

15 Q. Have y o u i n c l u d e d t h i s t y p e o f 

16 c o n t i n g e n c y i n o t h e r A F E ' s t h a t y o u h a v e p r e p a r e d i n 

17 t h e P i t c h f o r k F i e l d ? 

18 A . Y e s , s i r . 

19 Q. And t h a t ' s been a c c e p t e d by a l l w o r k i n g 

20 i n t e r e s t owners? 

21 A. Y e s , s i r . 

22 Q. In your o p i n i o n , Mr. S t i n s o n , i s t h i s AFE 

23 r e a s o n a b l e as t o t o t a l c o s t s f o r a completed w e l l 

24 and f o r d r y - h o l e c o s t s ? 

25 A. Yes, s i r , I b e l i e v e i t i s . 
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1 MR. PADILLA: Mr. Chairman, we t e n d e r 

2 E x h i b i t No. 3, and th e n pass the w i t n e s s a t t h i s 

3 t i m e . 

4 CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 

5 E x h i b i t 3 w i l l be e n t e r e d i n t o t n e r e c o r d . 

6 (Whereupon, MIDLAND PHOENIX 

7 EXHIBIT 3 was a d m i t t e d i n t o e v i d e n c e . ) 

8 CHAIRMAN LEMAY: Mr. Carr? 

9 

1 0 jrJ?° § S 

11 

12 BY MR. CARR: 

13 Q. Mr. S t i n s o n , an AFE i s j u s t an e s t i m a t e 

14 o f the c o s t ; i s n ' t t h a t c o r r e c t ? 

15 A. An AFE i s an e s t i m a t e o f c o s t . That's 

16 c o r r e c t . 

17 Q. And when y o u p u t t o g e t h e r an AFE, and y o u 

18 d o n ' t p u t c o n t i n g e n c i e s i n i t , and t h e n y o u h a v e 

19 s o m e t h i n g s u r p r i s e y o u when y o u ' r e d r i l l i n g t h e w e l l , 

20 you a r e t h e g u y t h a t has t o pay f o r i t , a r e n ' t you? 

2 1 A . Y e s , s i r . 

22 Q. So t h a t ' s why you put c o n t i n g e n c i e s i n ? 

23 A. ( I n d i c a t i n g a f f i r m a t i v e l y . ) 

24 Q. And i f t h e r e i s no c o n t i n g e n c y , t h e n 

25 s t i l l , u l t i m a t e l y , t h e a c t u a l l y c o s t s o f d r i l l i n g 
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1 t h e w e l l are g o i n g t o be f a c t o r s t h a t c o n t r o l ; i s n ' t 

2 tha t r i g h t ? 

3 A . Ye s , s i r . 

4 Q. How many w e l l s have you been i n v o l v e d 

5 w i t h down i n the p i t c h f o r k area? 

6 A . I t h i n k t he number i s 25. 

7 Q. Have you pre p a r e d AFE's on a l l those 25? 

8 A. I have e i t h e r p r e p a r e d or approved them; 

9 yes , s i r . 

10 Q. Of those 25, how many o f them have nad a 

11 5 - 7 / 8 t h s - i n c h ( s i c ) c a s i n g ? 

12 A. None of them, s i r . 

13 Q. Have you prepa r e d AFE's f o r c o s t s 

14 a s s o c i a t e d w i t h r e - e n t e r i n g e x i s t i n g w e l l s ? 

15 A. Y e s , s i r . 

16 Q. Have you done t h a t and e s t i m a t e d the c o s t 

17 t h a t m i g h t be i n c u r r e d i n a r e - e n t r y o f t h e Moore 

18 No. 1 W e l l i n the 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 34? 

19 A. No, s i r , I have n o t . 

20 MR. CARR: That's a l l I have. 

21 CHAIRMAN LEMAY: Thank you, Mr. C a r r . 

22 A d d i t i o n a l q u e s t i o n s o f the w i t n e s s ? 

23 (No response.) 

24 CHAIRMAN LEMAY: I f n o t , the w i t n e s s may 

25 be excused. 
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1 Mr. P a d i l l a ? 

2 MR. PADILLA: We w i l l c a l l a t t h i s t i m e 

3 Tim Di c e y . 

4 

6 The w i t n e s s h e r e i n , a f t e r h a v i n g 

7 been f i r s t d u l y sworn upon h i s o a t h , was 

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

9 

1 0 D I_RECT_ EX AM I_^AT I_ON 

1 1 

12 BY MR. PADILLA: 

13 Q. Mr. D i c e y , would you p l e a s e s t a t e your 

14 n am e? 

15 A. My name i s Timothy R i c h a r d Dicey. 

16 Q. Mr. D i c e y , you are P r e s i d e n t o f the 

17 M i d l a n d Phoenix C o r p o r a t i o n ? 

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

19 Q. You t e s t i f i e d a t the O i l C o n s e r v a t i o n 

20 Commission h e a r i n g , d i d you not? 

21 A. Y e s , s i r . 

22 Q. And you t e s t i f i e d as an e x p l o r a t i o n 

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

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

25 Q. You p r e p a r e d 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 
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1 t h e h e a r i n g today? 

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

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

4 Dicey as an e x p l o r a t i o n s p e c i a l i s t a t t h i s t i m e . 

5 MR. CARR: No o b j e c t i o n . 

6 CHAIRMAN LEMAY: He w i l l be so q u a l i f i e d . 

7 BY MR. PADILLA: 

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

9 E x h i b i t No. 5 and 6, and can you i d e n t i f y t hose f o r 

10 t h e Commission? 

11 A. Y e s , s i r . 

12 Q. Mr. D i c e y , l e t ' s t u r n now t o what has 

13 been marked as E x h i b i t No. 5, and have you t e l l t h e 

14 Commission what t h a t i s . 

15 A. Okay. E x h i b i t s No. 5 and 6 are b o t h 

16 c r o s s s e c t i o n s made t h r o u g h the area which i s under 

17 d i s p u t e . They are b o t h s t r a t i g r a p h i c c r o s s s e c t i o n s , 

18 which means t h e y are not h e l d on a sub-sea s t r u c t u r e , 

19 b u t on a p a r t i c u l a r f o r m a t i o n m a rker. 

20 They have been made t o show t h e d i f f e r e n t 

21 p r o d u c i n g h o r i z o n s t h a t may be found i n t h i s a r e a . 

22 In p a r t i c u l a r , i f we s t a r t from the bottom up, we 

23 see what has been c a l l e d by HNG-Enron t h e Morrow C 

24 Sand, which i s the p r i m a r y p r o d u c i n g zone i n the 

25 P i t c h f o r k Ranch F i e l d and i s t h e p r i m a r y p r o d u c i n g 
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1 o b j e c t i v e t h a t we hope to e n c o u n t e r i n our p roposed 

2 w o r k . 

3 T h i s p a r t i c u l a r c r o s s s e c t i o n i s r u n n i n g 

4 from west t o e a s t ; west on the l e f t , e a s t on t h e 

5 r i g h t . I t s t a r t s i n the main body o f t h e f i e l d and 

6 goes east t h r o u g h t he w e l l t o the n o r t h o f our 

7 proposed l o c a t i o n , t he HNG-Moore 34 No. 1, and 

8 p i n c h e s way o f f t o t h e ea s t i n a d r y h o l e . 

9 You can see i n h e r e , t h e s e w e l l s -- t h i s 

10 w e l l t o the east i s an 11-12 BCF w e l l as c u r r e n t cum 

11 w i l l show. You can see the q u a l i t y of t h e sand i n 

12 t h a t we 1 1 . 

13 Q. Mr. D i c e y , you s a i d " t h a t w e l l t o the 

14 e a s t . " 

15 I s t h a t w e l l t o the west? 

16 A. To t h e west , I'm s o r r y . 

17 Q. And you are r e f e r r i n g t o the f i r s t w e l l 

18 on the c r o s s s e c t i o n on t h e l e f t - h a n d s i d e ? 

19 A. That i s c o r r e c t , and the Madera 33 No. 1. 

20 The sand i n t h a t w e l l , as we are moving 

21 e a s t w a r d s t h i s t i m e , g o i n g t h r o u g h the w e l l s , you 

22 can see the q u a l i t y o f t h e sand doesn't r e a l l y 

23 change v e r y much. I n f a c t , i n the Moore 34 No. 1, 

24 you can see we have a v e r y t h i c k s e c t i o n o f sands 

25 v e r y s i m i l a r t o the HNG Madera 33 No. 1, which 
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1 produced a t a l e v e l of 12 BCF. 

2 As we move up t h e c r o s s s e c t i o n , o t h e r 

3 p o t e n t i a l zones we w i l l hope to enc o u n t e r i n h e r e , 

4 two I w i l l have t o come back t o on the o t h e r c r o s s 

5 s e c t i o n . 

6 The n e x t one up i s the Warren Sand. That 

7 shows on the next c r o s s s e c t i o n . We have a 4 - f o o t 

8 sand i n d i c a t i o n i n the Moore 34 No. 1. Vve t h i n k 

9 we're on t h e edge of a sand body t h e r e . 

10 We then have a v e r y s p e c t a c u l a r l o o k i n g 

11 sand i n what's been c a l l e d the A Sand s e c t i o n i n t h e 

12 Morrow a g a i n . T h i s sand l o o k s v e r y s i m i l a r t o a 

13 sand i n the HNG-Warren 3 No. 1, w h i c h , as o f y e t , 

14 h a s n ' t been t e s t e d , b u t gave a v e r y s u b s t a n t i a l k i c k 

15 when d r i l l i n g down and i t ' s been h i g h p r i c e d 

16 c u r r e n t l y t o what i s p r o d u c i n g from deep f o r m a t i o n s . 

17 Moving up the r o a d , we come up i n t o the 

18 Atoka s e r i e s . You can see t h i s v e r y t h i n sand — 

19 Q. Mr. D i c e y , when you r e f e r t o the A t o k a , 

20 i s t h a t c o v e r e d i n b l u e on your c r o s s s e c t i o n ? 

21 A. No, s i r . The d i f f e r e n c e i n c o l o r s i n t h e 

22 c r o s s s e c t i o n s , y e l l o w s are i n d i c a t i n g sand 

23 f o r m a t i o n s , b l u e s are i n d i c a t i n g l i m e s t o n e 

24 f o r m a t i o n s . 

25 There's a s l i g h t d i f f e r e n c e i n b l u e c o l o r 

SANTA FE DEPOSITION SERVICE 
1 4 3 7 P A S R O D R P P B i r T l C A M m* c c ,.~ 



41 

1 f o r what we c a l l the Atoka Bank, and I ' l l come t o 

2 t h a t i n a m i n u t e . 

3 But t h i s Atoka Sand i n here i s v e r y t h i n 

4 sand and l o o k s v e r y p r o l i f i c . The best one o f t h e 

5 f i e l d , i t was the f i r s t one t h a t HNG com p l e t e d i n 

6 t h a t sand, the HNG P i t c h f o r k 34 S t a t e Com. No. 1, I 

7 t h i n k i t was. As you can see, i t ' s got l i k e 6 or 8 

8 f o o t o f sand i n t h i s w e l l , has c u r r e n t l y produced a t 

9 7 - a n d - a - h a l f BCF, I b e l i e v e , and i s s t i l l p r o d u c i n g 

10 3 - a n d - a - h a l f m i l l i o n c u b i c f e e t o f gas per day. 

11 I t s h o u l d be noted a t t h i s i n s t a n c e t h i s 

12 w e l l i s i n the w e s t e r n h a l f o f S e c t i o n 34. 

13 The n e x t w e l l t h a t was d r i l l e d -- I'm 

14 s o r r y -- the next w e l l t h a t was completed i n t h e 

15 Atoka Sand f o r HNG Enron was a w e l l t h r e e m i l e s away. 

16 That w e l l had a l r e a d y seen c o n s i d e r a b l e p r e s s u r e 

17 d e p l e t i o n because o f the d r a i n a g e from t h i s w e l l . 

18 Now, our proposed l o c a t i o n i s m e r e l y a 

19 h a l f m i l e t o the ea s t of t h i s . We f e e l we have sand 

20 i n t h a t h a l f s e c t i o n p r i m a r i l y because we know t h e r e 

21 i s sand t o the e a s t . Way e a s t , we know t h e r e i s a 

22 t r e n d as we go t o t h i s P i t c h f o r k 36 w e l l . We have 

23 4 - f o o t sand i n t h e r e . 

24 In t h e Moore 34, No. 1, we f i n d t h e r e i s 

25 a 3 - f o o t t r a c e o f sand i n t h a t w e l l , and we f e e l 
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1 t h e r e ' s a good chance we w i l l see some sand i n a 

2 good p r o p o r t i o n o f t h e east h a l f o f Morrow S e c t i o n 

3 34 . 

4 Q. Mr. D i c e y , when you have a 3 - f o o t sand 

5 s e c t i o n , can t h e w e l l be a p r e t t y good w e l l w i t h 

6 t h a t k i n d of sand t h i c k n e s s ? 

7 A. I n d i f f e r e n t p l a c e s , yes, s i r , i t can. 

8 In t h i s i n s t a n c e , we d i d n ' t see -- I say "we," I'm 

9 meaning HNG when we d r i l l e d t h i s -- we d i d n ' t see a 

10 gas k i c k a t t h a t t i m e . 

11 I d o n ' t r e a l l y want t o go i n t o d e t a i l s 

12 about the c h r o n o l o g y o f what happened when we 

13 d r i l l e d . I ' l l l e a v e t h a t t o Mr. B r o t e n when he 

14 t e s t i f i e s and he can t e l l you what happened g o i n g 

15 down w i t h the mud l o g . B u t , e s s e n t i a l l y , we see a 

16 t r a c e o f sand i n t h e r e . I t ' s o b v i o u s l y t i g h t and 

17 not p r o d u c i b l e i n t h i s w e l l , b ut we f e e l we are on 

18 t h e l e a d i n g edge o f a sand body which c o v e r s a t 

19 l e a s t the s o u t h e a s t q u a r t e r and a p o r t i o n o f t h e 

20 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 34. 

21 I would l i k e t o emphasize a t t h i s p o i n t 

22 t h a t the P i t c h f o r k 34 No. 1 was d r i l l e d and 

23 completed i n 1983, i f I r e c o l l e c t c o r r e c t l y . And 

24 a l t h o u g h t h e Moore 34 was d r i l l e d a year l a t e r , no 

25 o t h e r a t t e m p t has been made t o complete i n the Atoka 
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1 Sand e a s t of the P i t c h f o r k 34. 

2 Now, w i t h c o n s i d e r a t i o n t o d r a i n a g e , t h a t 

3 we see p r e s s u r e d e p l e t i o n i n a w e l l t h r e e m i l e s t o 

4 t h e west, we f e e l t h a t i t i s p r o b a b l y q u i t e 

5 r e a s o n a b l e t o suppose we're g o i n g t o see d r a i n a g e t o 

6 maybe t h r e e m i l e s t o the east i f t h a t sand c o n t i n u e s 

7 t h a t f a r . 

8 T h e r e f o r e , I would suggest t h a t t h i s w e l l 

9 has been d r a i n i n g . The e a s t h a l f of P i t c h f o r k 34 

10 has been d r a i n i n g c o n s i d e r a b l y t h o s e l a n d s under the 

11 east h a l f o f S e c t i o n 34, and t h a t , i n the t i m e 

12 p e r i o d from t h e s e two w e l l s b e i n g d r i l l e d , no 

13 a t t e m p t by Enron has been made t o produce the Atoka 

14 Sand on those l a n d s , i . e . p r o t e c t i n g the c o r r e l a t i v e 

15 r i g h t s f o r a l l people i n t h e e a s t h a l f o f S e c t i o n 34. 

16 Q. When you say " t h i s w e l l , " I want t o make 

17 s u r e --

18 A. Each t i m e I've been s a y i n g " t h i s w e l l , " 

19 I'm s o r r y , I'm meaning the HNG P i t c h f o r k 34 No, 1. 

20 Q. Where i s t h a t l o c a t e d ? 

21 A. At t h e s t a n d a r d l o c a t i o n , 1980 from t h e 

22 s o u t h l i n e , 660 from the west l i n e o f S e c t i o n 34 as 

23 a w e s t - h a l f s t a n d a r d p r o r a t i o n u n i t . 

24 Q. Okay. Would you c o n t i n u e w i t h your 

25 e x p l a n a t i o n , or are you done w i t h t h a t ? 
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1 A . I ' m p r e t t y w e l l done w i t h t h a t o n e . Le t 

2 me go to E x h i b i t No. 6. 

3 E x h i b i t No. 6, t h i s t i m e , i s t he same 

4 t y p e o f c r o s s s e c t i o n . I t r u n s n o r t h - s o u t h t h i s 

5 t i m e i n s t e a d o f e a s t - w e s t , n o r t h b e i n g on the 

6 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 , s o u t h b e i n g on 

7 the l e f t . 

8 A g a i n , we show t h e Morrow C Sands, t h e 

9 p r i m a r y p r o d u c i n g zone. But i n t h i s i n s t a n c e , t h e r e 

10 are a s e r i e s o f c h a n n e l sands which a r e h i g h e r i n 

11 the s e c t i o n t h a n t h e Morrow C Sand which runs about 

12 n o r t h - s o u t h , and t h a t ' s what we're t r y i n g t o show i n 

13 t h i s c r o s s s e c t i o n , one o f them b e i n g what's been 

14 c a l l e d the S i n a t r a Sand. I t ' s t h i s sand i n here 

15 r u n n i n g e a s t - w e s t . 

16 We see Page 3 No. 1 i n S e c t i o n 3 t o t h e 

17 s o u t h -- I'm s o r r y , r i g h t t n e r e , and i t i s a v e r y 

18 p r o l i f i c w e l l i n t h i s sand. 

19 Going n o r t h , we see o n l y a v e r y s l i g h t 

20 t r a c e o f t h i s sand. In f a c t , i t ' s p r o b a b l y somewhat 

21 c h e r t y . A g a i n , we f e e l we may be on an edge t o t h i s 

22 sand. We f e e l t h e s e sands a re r u n n i n g n o r t h - s o u t h . 

23 Higher up i n t h e s e c t i o n , we have what's 

24 been c a l l e d the Warren Sand. T h i s i s the sand I 

25 remarked on as l o o k i n g v e r y s i m i l a r t o t h i s A Sand 
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1 t n a t we see i n the Moore 34 No. 1, v e r y s i m i l a r i n 

2 c h a r a c t e r . T h i s one hasn ' t been c o m p l e t e d y e t , b u t 

3 i t had a v e r y h i g h p r e s s u r e k i c k when we d r i l l e d 

4 down i n t o i t . We f e e l i t ' s p r o d u c t i v e . C u r r e n t l y 

5 t h e Warren 3 No. 1 i s completed downhole i n the C 

6 Sand . 

7 We see a t r a c e o f t h i s sand i n t o t h e w e l l 

8 t o the west or n o r t h w e s t Enron Page 3 No. 1, and we 

9 see a 4 - f o o t zone o f the Warren Sand i n t h e Moore 34 

10 No. 1. 

11 A g a i n , we f e e l we're on the edge o f a 

12 sand body w i t h t h i s . F u r t h e r m o r e , as Mr. B r o t e n 

13 w i l l t e s t i f y , we saw a gas k i c k when we were 

14 d r i l l i n g down i n t o i t . 

15 A g a i n , I come back t o t h i s A Sand, which 

16 we see i n h e r e . I d o n ' t t h i n k t h a t needs any 

17 e x p l a n a t i o n . 

18 A g a i n , we have the Atoka Sand, as i t ' s 

19 drawn i n acr o s s t h i s c r o s s s e c t i o n . 

20 And the h i g h e s t s e c t i o n o f a l l p r o d u c i n g 

21 f o r m a t i o n s i n the P e n n s y l v a n i a n , which we are 

22 c o n c e n t r a t i n g on, i s t h i s Atoka Bank s e r i e s , w h i c h 

23 i s v e r y p r o d u c t i v e t o the n o r t h i n A n t e l o p e Ridge. 

24 There i s a s e r i e s of l i m e s t o n e banks, one l a i d on 

25 t o p o f the o t h e r . 
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1 These u n i t s come and go v e r y q u i c k l y . 

2 What we found here i s t h a t i n d r i l l i n g a w e l l 

3 s p e c i f i c a l l y f o r t he Atoka Sand, we i n a d v e r t e n t l y 

4 came a c r o s s t h i s zone, a v e r y porous zone, i n one o f 

5 t h e s e Bank u n i t s . 

6 Q. Where was t h a t , Mr. Dicey? 

7 A. T h i s was the Page 3, No. 2, j u s t s o u t h o f 

8 where we're l o o k i n g i n S e c t i o n 3. I t had t h i s 

9 was the l a s t w e l l t o be d r i l l e d i n t o t he Atoka Sand. 

10 The Atoka Sand was showing v e r y 

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

12 u n i t shows e s s e n t i a l l y v i r g i n p r e s s u r e f o r t he Atoka 

13 and i s b e l i e v e d , t h e r e f o r e , t o be p o t e n t i a l l y 

14 p r o l i f i c . 

15 B u t , i n t h e same i n s t a n c e , i t i s the o n l y 

16 w e l l t h a t has shown s i g n i f i c a n t p o r o s i t y i n the s e 

17 Bank u n i t s . There a re l i t t l e b i t s and p i e c e s here 

18 and t h e r e . There i s one marked r i g h t here a t Page 3 

19 No. 1 t o the so u t h and o t h e r b i t s and p i e c e s 

20 t h r o u g h o u t t h e f i e l d , b u t n o t h i n g t h a t i s w o r t h 

21 a n y t h i n g . 

22 Hence, i t was one o f our o b j e c t i v e s , when 

23 we f i r s t proposed a w e l l i n S e c t i o n 34, t o , 

24 h o p e f u l l y , e n c o u n t e r t h i s zone e s s e n t i a l l y t o 

25 i n c r e a s e our economic p r o f i l e i n d r i l l i n g t h i s w e l l 
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1 t o be as c l o s e t o t h i s w e l l as we p o s s i b l y c o u l d . 

2 That's why we had t h e unorthodox l o c a t i o n . 

3 However, s i n c e we came -- s i n c e t h a t t i m e , 

4 we g a i n e d access t o t h e mud l o g f o r t h e Moore 34 No. 

5 1, found t h a t the -- t h e r e was a c t u a l l y more gas i n 

6 t h a t w e l l when we d r i l l e d t h a n we had o r i g i n a l l y 

7 a n t i c i p a t e d . 

8 We f e l t t h i s w e l l had e s s e n t i a l l y been 

9 damaged when i t was d r i l l e d . That's why we were 

10 i n t e r e s t e d i n a p r o s p e c t on t h a t e a s t h a l f . 

11 We d i d n ' t r e a l i z e how much gas t h e r e was 

12 a c t u a l l y i n t h a t w e l l . And we f e l t t h a t Morrow, as 

13 i t was our p r i m a r y o b j e c t i v e , we s h o u l d make t h e 

14 best l o c a t i o n , and, t h e r e f o r e , we went back t o the 

15 s t a n d a r d l o c a t i o n . That's t h e g e o l o g i c reason f o r 

16 our l o c a t i o n change. 

17 Q. Mr. D i c e y , i n the A n t e l o p e Ridge, how f a r 

18 do these Atoka Banks extend? 

19 A. Very s h o r t l y . Sometimes t h e y go from one 

20 t o two l o c a t i o n s . Sometimes you go from one 

21 l o c a t i o n t o the n e x t and not g e t a da r n t h i n g . You 

22 can have a r e a l p r o l i f i c w e l l n e x t t o e s s e n t i a l l y a 

23 d r y h o l e . 

24 Q. What w e l l c o n t r o l do you have f o r t h a t 

25 Atoka Bank n o r t h o f the p r o r a t i o n u n i t ? 
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1 A. None w h a t s o e v e r . I t ' s a o n e - w e l l f e a t u r e , 

2 e s s e n t i a l l y . We can come i n here and l o o k a t t h e 

3 bank u n i t as a whole. But as f a r as t h i s p a r t i c u l a r 

4 bank f o r m a t i o n i s c o n c e r n e d , t h i s p a r t i c u l a r n et 

5 u n i t , we've o n l y g o t the one w e l l t o d e a l w i t h . 

6 There i s no t e l l i n g where i t goes. 

7 A l l we can t e l l i s i t e s s e n t i a l l y i s 

8 nowhere e l s e i n the P i t c h f o r k a r e a , u n l e s s you go 

9 way over t o the west , and then t h e r e i s a w e l l over 

10 t o the west t h a t has a porous zone. 

11 Q. How f a r west? 

12 A. About 4 m i l e s t o S e c t i o n 29. I t h i n k 

13 i t ' s the M a r s h a l l 29 No. 1, something l i k e t h a t . I 

14 d o n ' t remember what t h e e x a c t name o f the w e l l was. 

15 Q. Mr. D i c e y , why are these c r o s s s e c t i o n s 

16 i m p o r t a n t i n your p r e s e n t a t i o n ? 

17 A. T h i s area i s v e r y d i f f i c u l t t o c o r r e l a t e 

18 i n terms o f which u n i t s go where. You have m u l t i p l e 

19 c y c l e s o f d e p o s i t i o n o f l i m e s t o n e and sands, and 

20 i t ' s v e r y easy t o g e t o f f on one o f t h o s e c y c l e s . 

21 With c r o s s s e c t i o n s , i t tends t o keep 

22 p e o p l e h o n e s t . You can make a map on e s s e n t i a l l y 

23 a n y t h i n g . But i f you make i t from a c r o s s s e c t i o n 

24 and make sure e v e r y t h i n g c o r r e l a t e s c o r r e c t l y , t h e r e 

25 i s no way you can m i s c o r r e l a t e something or l e a v e 
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1 something o u t . 

2 Q. Are your maps based on your f i n d i n g s from 

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

4 A. A b s o l u t e l y . 

5 Q. Are you ready t o go on now t o your maps, 

6 Mr. Dicey? 

7 A . Ye s , s i r . 

8 Q. L e t me hand you what we have marked as 

9 E x h i b i t No. 7 ( i n d i c a t i n g ) . 

10 A. Thank y o u . Why d o n ' t you g i v e me No. 8, 

11 t o o , w h i l e you are t h e r e ? 

12 Q. I w i l l j u s t hand you 7 t h r o u g h 13 

13 ( i n d i c a t i n g ) . 

14 A. A l l r i g h t . Thank you. 

15 Q. What does E x h i b i t No. 7 show, Mr. Dicey? 

16 A. E x h i b i t No. 7 shows the Morrow C Sand, 

17 which I p o i n t e d o u t on t h e c r o s s s e c t i o n s as b e i n g 

18 the main o b j e c t i v e i n the P i t c h f o r k Ranch F i e l d . 

19 There are two maps, one o v e r l a i d on t h e o t h e r . The 

20 background map i s a g r o s s i s o p a c h showing a l l the 

21 sands p r e s e n t i n each o f t h e w e l l s . 

22 The c o l o r e d map i s a n e t sand i s o p a c h 

23 u s i n g a 6 p e r c e n t p o r o s i t y c u t o f f . This e s s e n t i a l l y 

24 shows or t r i e s t o show t h e best zones t o d r i l l f o r 

25 i n t h i s sand, where th e t h i c k e s t p a r t s o f t h e 
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1 productive zone are. 

2 E x h i b i t No. 8 i s a s t r u c t u r a l map hung on 

3 a s h a l e marke r i m m e d i a t e l y above t h e Morrow C Sand 

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

5 sand sys tern. 

6 Q. Mr. D i c e y , i n r e l a t i o n t o your c r o s s 

7 s e c t i o n s , you are coming from t h e bottom up. I s 

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

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

10 Q. And your maps -- the f i r s t map i s g o i n g 

11 t o show t h e Morrow C Zone and th e n t h e --

12 A. Then we'11 go up t h e c r o s s s e c t i o n t o t h e 

13 h i g h e r sands and h i g h e r u n i t s . 

14 Q. Okay. What e l s e do you have t o t e l l us 

15 c o n c e r n i n g E x h i b i t No. 7? 

16 A. That the ea s t h a l f o f S e c t i o n 34 has a 

17 n i c e l o o k i n g net p o r o s i t y l o a d o f p o t e n t i a l l y 

18 p r o d u c t i v e sand on i t . 

19 I t was t e s t e d by the HNG Moore 34 No. 1, 

20 b u t we b e l i e v e t h a t t he f o r m a t i o n was damaged by 

21 heavy mud and l o s t c i r c u l a t i o n m a t e r i a l , and c o u l d 

22 not be cmpl e t e d as a com m e r c i a l w e l l . 

23 We b e l i e v e t h a t t h i s sand being under t h e 

24 e a s t h a l f o f S e c t i o n 34, under a l l o f t h e e a s t h a l f 

25 of S e c t i o n 34 i s p o t e n t i a l l y p r o d u c t i v e f o r the 
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1 whole o f the ea s t h a l f o f S e c t i o n 34, and t h a t t he 

2 Moore w e l l does not condemn t h a t u n i t . 

3 Q. What e l s e do you have c o n c e r n i n g t h a t 

4 e x h i b i t , or do you want t o go t o E x h i b i t No. 8 a t 

5 t h i s time? 

6 A. Let me t h i n k . Oh, l e t me p o i n t o ut one 

7 o t h e r f e a t u r e o f t h i s map. 

8 The red d o t s on here or the w e l l s marked 

9 i n red are p r o d u c e r s i n the C Sand. H a l f c i r c l e s i n 

10 red i n d i c a t e s w e l l s t h a t had good shows, were 

11 a t t e m p t e d , completed or wh a t e v e r . That's a l l I have 

12 f o r these two e x h i b i t s . 

13 Q. L e t ' s go on t o E x h i b i t No. 9, t h e n , and 

14 have you i d e n t i f y t h a t f o r the Commission and t e l l 

15 us what i t c o n t a i n s . 

16 A. Okay. T h i s i s the ne x t zone up, h i g h e r 

17 than the C Sand. I t ' s what we have l o o s e l y c a l l e d 

18 the Morrow S i n a t r a Sand s e r i e s , and i t i s a s e r i e s 

19 o f a t l e a s t two sand b o d i e s e s s e n t i a l l y a lmost on 

20 t o p o f each o t h e r . 

21 We see these sands as t r e n d i n g n o r t h t o 

22 so u t h as the y were d e p o s i t e d by c h a n n e l s moving 

23 n o r t h t o s o u t h . You can see on here d i f f e r e n c e s i n 

24 c o l o r s , t h e c o l o r i n g i n d i c a t i n g gray being t h i n n e s t , 

25 y e l l o w being t h i c k e s t s e c t i o n s o f n e t porous sand, 
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1 g r e a t e r t h a n 6 p e r c e n t . 

2 Q. In r e l a t i o n t o your proposed u n i t , how 

3 does the sand — or t o your proposed w e l l , t o the 

4 a c t u a l l o c a t i o n i t s e l f , how does t h e sand t h i c k n e s s 

5 compare or show i n your e x h i b i t ? 

6 A. I t shows t h a t t h e r e i s a good chunk of 

7 sand i n t h i s s e r i e s i n the ea s t h a l f o f S e c t i o n 34 

8 c o v e r i n g a t l e a s t t h r e e - q u a r t e r s o f t h e e a s t - h a l f 

9 p r o r a t i o n u n i t . 

10 Q. Would t h a t make the e n t i r e east h a l f 

11 r e a s o n a b l y c a p a b l e o f p r o d u c t i o n from t h i s sand? 

12 A. Y e s , s i r . 

13 Q. Go on w i t h your t e s t i m o n y or your 

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

15 A. A g a i n , t h e w e l l s w i t h r ed marks on them 

16 are w e l l s i n which t h e r e i s gas p r o d u c t i o n from t h i s 

17 sand. 

18 Q. Are you ready t o go t o E x h i b i t No. 10 now, 

19 Mr. Dice y? 

20 A. Y e s , s i r . 

21 Q. Okay. 

22 A. E x h i b i t No. 10 i s another c h a n n e l sand 

23 a g a i n coming e s s e n t i a l l y from n o r t h t o s o u t h . I t i s 

24 what we've c a l l e d the Morrow Warren Sand s e r i e s . 

25 This map i s made w i t h a net p o r o s i t y c u t o f f of 8 
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1 percent. 

2 A g a i n , i t shows v a r i a t i o n s i n t h i c k n e s s 

3 o f t h e sand from g r a y , b e i n g t h i n n e s t , t o hot red as 

4 being the t h i c k e s t . 

5 There i s one we 1L which has t h a t v e r y 

6 t h i c k sand. I show i t on tne c r o s s s e c t i o n which 

7 was E x h i b i t No. 6, whi c h i s t h e w e l l on the most 

8 s o u t h e r n end. I t shows a v e r y s t r o n g sand s e c t i o n 

9 i n t h a t w e l l . You can see i t i s i n the s o u t h h e r e , 

10 i n the sou t h h a l f o f S e c t i o n 3, as i n d i c a t e d by a 

11 r e d h a l f s t a r as havi n g a good show w h i l e d r i l l i n g . 

12 Going t o t h e Moore 34 No. 1, we found we 

13 have a 4 - f o o t n e t sand g r e a t e r t h a n 8 p e r c e n t . 

14 A g a i n , we had a gas i n c r e a s e when we were d r i l l i n g . 

15 We f e e l we're on the edge o f one o f these c h a n n e l s 

16 moving s o u t h . 

17 CHAIRMAN LEMAY: Excuse me. Could you 

18 h o l d up E x h i b i t 10? 

19 THE WITNESS: I'm s o r r y s i r , ( i n d i c a t i n g ) . 

20 CHAIRMAN LEMAY: Okay. That's marked 

21 E x h i b i t 11 on t h i s one. Thank you. 

22 BY MR. PADILLA: 

23 Q. Mr. D i c e y , you mentioned one o f t h e w e l l s 

24 t h a t had a good showing t h a t was shown on the c r o s s 

25 s e c t i o n . Can you go down and show us where t h a t 
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1 we 11 i s ? 

2 A. C e r t a i n l y . T h i s i s the Warren 3 No. 1. 

3 You can c o r r e l a t e t h a t sand a l l the way up t o t h e 

4 Moore 34 No. 1, where we had t h a t 4 - f o o t sand and 

5 t h e gas i n c r e a s e ( i n d i c a t i n g ) . 

6 That's a l l I have f o r t h a t e x h i b i t . 

7 Q. Okay. Can you go t o E x h i b i t No. 1 1 , 

8 p l e a s e . Please show t h e Commission what e x h i b i t 

9 tha t i s . 

10 A. Yes, s i r , E x h i b i t NO. 11 i s t h i s one 

11 ( i n d i c a t i n g ) . I t ' s the next sand body up i n t h e 

12 s e c t i o n . You can see i t on E x h i b i t No. 6. I t ' s 

13 t h i s u n i t r i g h t i n here ( i n d i c a t i n g ) . 

14 A g a i n , t h e r e are two maps superimposed on 

15 each o t h e r . The background map i s a gros s map 

16 showing t o t a l t h i c k n e s s of sand. The c o l o r e d map i s 

17 where we see a p o r o s i t y g r e a t e r t h a n 8 p e r c e n t , 

18 a g a i n , h o p e f u l l y , showing p o t e n t i a l l y p r o d u c t i v e 

19 zones w i t h i n t h a t sand. 

20 The g r a y i s t h e t h i n n e s t p a r t of t h a t n e t 

21 sand. The b r i g h t y e l l o w i s t h e t h i c k e s t . 

22 Because o f the t h i c k n e s s e s we saw i n the 

23 P i t c h f o r k 34 No. 1 t o the west and t h e Moore 34 No. 

24 1 t o the n o r t h , we f e e l we have a v e r y good chance 

25 o f a v e r y t h i c k , p r o d u c t i v e sand i n our l o c a t i o n i n 
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1 t h e east h a l f o f S e c t i o n 34. 

2 Q. Let me see i f I u n d e r s t a n d your t e s t i m o n y . 

3 In terms o f tne proposed l o c a t i o n , you are s a y i n g 

4 t h a t t h e sand i s good sand? 

5 A. That's c o r r e c t , i t ' s an optimum l o c a t i o n 

6 f o r t h a t sand. 

7 Q. At the s t a n d a r d l o c a t i o n ? 

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

9 Q. What e l s e do you have c o n c e r n i n g t h a t 

10 e x h i b i t ? 

11 A . N o t h i n g t h a t comes t o m i n d . 

12 Q. O k a y . L e t ' s go on t o E x h i b i t No . 1 2 , 

13 t h e n . W o u l d y o u show t h a t t o t h e C o m m i s s i o n so t h a t 

14 w e ' r e t a l k i n g a b o u t t h e same t h i n g ( i n d i c a t i n g ) ? 

15 A . ( I n d i c a t i n g . ) 

16 CHAIRMAN LEMAY: Got i t . 

17 THE WITNESS: E x h i b i t No. 12 i s a net 

18 p o r o s i t y i s o p a c h map made on t h a t Atoka Sand, t h a t 

19 t h i n sand which I showed you on b o t h the e x h i b i t s 

20 Nos. 5 and 6, t h i s sand up here ( i n d i c a t i n g ) . 

21 I t shows t h a t t h a t sand i s indeed v e r y 

22 e x t e n s i v e , b u t r e l a t i v e l y t h i n . Nowhere does i t g e t 

23 more than 12 f e e t t h a t we f o u n d . 

24 The HNG P i t c h f o r k 34 Fed. Com. No. 1 t o 

25 t h e west of the s e c t i o n , S e c t i o n 34, i s t h e be s t 
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1 w e l l i n the f i e l d -- i n t h i s p r o d u c i n g from t h i s 

2 sand w i t h i n t h e f i e l d . I t has cumed, as f a r as I 

3 can r e c o l l e c t , about 7 - a n d - a - h a l f BCF from the sand 

4 and i s s t i l l p r o d u c i n g a t 3- a n d - a - h a l f m i l l i o n a day. 

5 As you can see from t h i s map, we see a 3-

6 f o o t t r a c e o f sand i n t h e Moore 34 No. 1. We f e e l 

7 we are on the l e a d i n g edge of a sand body and t h a t 

8 we have p o t e n t i a l p r o d u c t i o n a t our proposed 

9 l o c a t i o n . 

10 BY MR. PADILLA: 

11 Q. Mr. D i c e y , i n l o o k i n g a t a l l of t h e 

12 p r o r a t i o n u n i t s i n t h i s area t h a t you have been 

13 t a l k i n g a b o u t , are t h e r e any n o n - s t a n d a r d p r o r a t i o n 

14 u n i t s i n the Morrow or the Atoka? 

15 A. No, s i r . A l l the w e l l s w hich HNG and 

16 Enron have d r i l l e d i n the P i t c h f o r k Ranch F i e l d were 

17 a l l s t a n d a r d p r o r a t i o n u n i t s , a l l 320's, e i t h e r 1 a y -

18 down or s t a n d - u p . A l l t h e w e l l l o c a t i o n s were 

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

2 0 u n i t s . 

21 Q . Mr. D i c e y , i n your d e s c r i p t i o n o f t h e 

22 g e o l o g y o f t h i s a r e a , are the s e f o r m a t i o n s 

23 homogeneous t h r o u g h o u t e v e r y one o f the s e p r o r a t i o n 

2 4 u n i t s ? 

25 A. No, s i r , t h e y v a r y q u i t e c o n s i d e r a b l y . 
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1 Q. I t a k e i t t h a t i t ' s not unusual t o see 

2 some p r o r a t i o n u n i t s t h a t are not f u l l y p r o d u c t i v e , 

3 n e c e s s a r i l y , b u t can be shown by geology? 

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

5 Q. Does t h i s e x h i b i t i l l u s t r a t e t h a t ? 

6 A. Yes, s i r . The way we have the n e t --

7 t h i s p a r t i c u l a r map you can see t h a t i n the 

8 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 34, t h a t indeed we have 

9 the 2 - f o o t l i n e and the zero l i n e r u n n i n g t h r o u g h 

10 t h i s , so t h a t we see e s s e n t i a l l y no sand i n p a r t o f 

11 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 34. 

12 Q. How about o t h e r p r o r a t i o n u n i t s , as shown 

13 on t h a t map? 

14 A. I n S e c t i o n 33, t h e west h a l f , we d o n ' t 

15 have the zero l i n e g o ing t h r o u g h t h e r e , b u t l e s s 

16 than 2 f o o t o f sand e x i s t s i n the n o r t h w e s t q u a r t e r . 

17 I d o n ' t know how p r o d u c t i v e 2 f o o t o f sand may be or 

18 l e s s t h a n 2 f o o t , I s h o u l d say. 

19 Q. No d i s t i n c t i o n has been made i n these 

20 p r o r a t i o n u n i t s t o e x c l u d e acreage? 

21 A. These were a l l d e v e l o p e d on 320 s t a n d a r d 

22 p r o r a t i o n u n i t s . 

23 Q. Are t h e y a l l s t a n d a r d l o c a t i o n s , as shown 

24 on t h a t e x h i b i t? 

25 A. Y e s , s i r . 
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1 Q. What e l s e do you have t o t e l l us c o n c e r n i n g 

2 t h a t p a r t i c u l a r e x h i b i t ? 

3 A. J u s t t o comment y e t ag a i n t h a t a l l t h e 

4 Atoka Sand p r o d u c e r s i n t h e f i e l d are t h e w e l l s 

5 marked i n r e d . 

6 Q. L e t ' s go on t o E x h i b i t No. 13 and have 

7 you i d e n t i f y t h a t . What i s t h a t , Mr. Dicey? 

8 A. T h i s i s a s t r u c t u r e map made on the base 

9 o f the Atoka c a r b o n a t e m a rker. I t ' s where I ' v e hung 

10 both of tn e s e c r o s s s e c t i o n s t o show t h e s t r u c t u r a l 

11 p i c t u r e t h a t we're i m p l y i n g on t h i s s t r a t o g r a p h i c 

12 c r o s s s e c t i o n , t h i s marker r i g h t i n here above the 

13 sands. 

14 Making t h i s map i s t o g i v e a s t r u c t u r a l 

15 i n d i c a t i o n o f what t h e sands i n the Atoka are d o i n g 

16 o r , i n d e e d , the r e s t of the At o k a , f o r t h a t m a t t e r . 

17 Q. What are the r e s t o f the w e l l s d o i n g i n 

18 the Atoka? 

19 A. I n terms o f p r o d u c t i o n ? 

2 0 Q. Yes, s i r . 

21 A. F a i r t o poor. A l o t o f the -- the be s t 

22 w e l l i n t h e f i e l d , as I s a i d , i s t h e HNG 34 No. 1 t o 

23 t h e west. I t ' s s t i l l p r o d u c i n g at 3 - a n d - a - h a l f 

24 m i l l i o n per day, as f a r as t h e most r e c e n t 

25 p r o d u c t i o n books show. 
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1 However, the o t h e r w e l l s a r e e s s e n t i a l l y 

2 p r o d u c i n g under a m i l l i o n c u b i c f e e t o f gas a day, 

3 e s s e n t i a l l y . They have a l l been d r i l l e d s i n c e t h i s 

4 3 4 We 11 . 

5 Q. What would you expe c t t o o b t a i n i n the 

6 Atoka F o r m a t i o n a t your l o c a t i o n ? 

7 A. 1 would e x p e c t a t h i c k sand, b u t I ex p e c t 

8 i t t o be d r a m a t i c a l l y d e p l e t e d by the w e l l i n the 

9 w e s t e r n h a l f o f S e c t i o n 34 and, i n d e e d , the w e l l on 

10 the n o r t h e r n h a l f o f S e c t i o n 3. 

IL Q. Did t h a t have a n y t h i n g t o do w i t h your 

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

13 a r e p r o p o s i n g ? 

14 A. No, s i r . The reason f o r the l o c a t i o n we 

15 have r i g h t now i s because we t h i n k we have a v e r y 

16 good chance o f a p r o l i f i c w e l l i n the Morrow 

17 f o r m a t i o n and t h a t t h e Atoka i s a v e r y secondary 

18 f o r m a t i o n r i g h t now. 

19 B u t , i n the same i n s t a n c e , we f e e l we do 

20 have p r o d u c t i v e Atoka Sand under a good p r o p o r t i o n 

21 of the east h a l f and t h a t we would r e q u e s t our 

22 r i g h t s t o go and produce t h a t gas. 

23 Q. I n terms o f e v a l u a t i n g what your p r i m a r y 

24 t a r g e t i s g o i n g t o be, t h a t i s Morrow or At o k a , d i d 

25 t h e w e l l i n the southwes t q u a r t e r o f S e c t i o n 34 have 
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1 any c o n t r i b u t i o n towards making t h a t a e c i s i o n ? 

2 A. I t had some c o n t r i b u t i o n , because i t 

3 e n c o u n t e r e d some o f those zones i n i t . I n d e e d , we 

4 t h i n k t h a t because t h a t w e l l was d r i l l e d w i t h heavy 

5 mud, t h a t those f o r m a t i o n s were indeed v e r y h e a v i l y 

6 d am ag ed . 

7 Q. I n terms o f the d e p l e t i o n t h a t you spoke 

8 about b e f o r e , d i d t h a t have any i n f l u e n c e c o n c e r n i n g 

9 the d e c i s i o n t o go t o the Morrow? 

10 A. No , s i r . 

11 Q. Okay. 

12 A. No. 

13 Q. S t i l l , t h e M o r r o w i s y o u r p r i m a r y t a r g e t ? 

14 A . A b s o l u t e l y . 

15 Q. M r . D i c e y , do y o u h a v e a n y t h i n g f u r t h e r 

16 c o n c e r n i n g y o u r t e s t i m o n y ? 

17 A . N o t t h a t I c a n t h i n k o f . 

18 MR. P A D I L L A : M r . C h a i r m a n , we t e n d e r 

19 E x h i b i t s 5 t h r o u g h 1 3 , and we keep i n m i n d t h a t 

2 0 w e ' v e o m i t t e d No . 4 . 

2 1 CHAIRMAN LEMAY: T h o s e e x h i b i t s w i l l be 

22 a d m i t t e d i n t o t h e r e c o r d w i t h o u t o b j e c t i o n . 

23 ( W h e r e u p o n , MIDLAND PHOENIX 

24 E X H I B I T S 5 t h r o u g h 13 w e r e a d m i t t e d 

25 i n t o e v i d e n c e . ) 
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1 CHAIRMAN LEMAY: I ' d l i k e t o take a break 

2 a t t h i s p o i n t . Would t h a t be a c c e p t a b l e ? W e ' l l 

3 t a k e a 15-minute b r e a k . 

4 (Whereupon, t h e r e was a b r i e f 

5 recess t a k e n . ) 

6 CHAIRMAN LEMAY: We s h a l l resume. Are 

7 you t h r o u g h w i t h t h e r e c o r d , Mr. P a d i l l a ? 

8 MR. PADILLA: Yes, s i r , I was. 

9 CHAIRMAN LEMAY: The e x h i b i t s are e n t e r e d 

10 i n t o the r e c o r d . 

11 Mr. Carr? 

12 

1 3 £ RO SJ>_ EJ( AM^N AT^O N 

14 

15 BY MR. CARR: 

16 Q. Mr. D i c e y , what i s your c u r r e n t p o s i t i o n 

17 w i t h M i dland Phoenix? 

18 A. I'm P r e s i d e n t o f Mi d l a n d Phoenix 

19 Cor p o r a t i o n . 

20 Q. And p r i o r t o becoming P r e s i d e n t o f 

21 Midland Phoenix, you were w i t h Enron O i l & Gas? 

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

23 Q. How l o n g were you w i t h Enron? 

24 A. N e a r l y s i x y e a r s . 

25 Q. What p o s i t i o n s d i d you h o l d w h i l e w i t h 
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1 Enron? 

2 A. When I s t a r t e d w i t h HNG on January 1 s t , 

3 '83, I s t a r t e d as Senior G e o p h y s i c i s t and p r o g r e s s e d 

4 t o D i s t r i c t G e o p h y s i c i s t , t o D i v i s i o n G e o p h y s i c i s t 

5 and t o A c t i n g E x p l o r a t i o n Manager. 

6 Q. When d i d you become A c t i n g E x p l o r a t i o n 

7 Manager? 

8 A. March or A p r i l o f 1988. 

9 Q. Working i n these v a r i o u s p o s i t i o n s , t h e y 

10 were b a s i c a l l y g e o l o g i c a l or g e o p h y s i c a l i n 

11 c h a r a c t e r ? I s t h a t a f a i r c h a r a c t e r i z a t i o n ? 

12 A. Y e s , s i r . 

13 Q. I n w o r k i n g w i t h Enron, d i d you have 

14 o c c a s i o n t o work w i t h Mr. Hodges? 

15 A . Ab so 1 u te 1 y . 

16 Q. Do you work w i t h him to d a y i n Mi d l a n d 

17 Phoenix? 

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

19 Q. Who i s Mr. Hodges? 

2 0 A. The g c i t l e m a n s i t t i n g b e h i n d y o u . 

21 Q. What does Mr. Hodges do? 

22 A. He f i n d s o i l and gas. 

23 Q. What are h i s c r e d e n t i a l s ? I s he an 

24 e n g i n e e r ? I s he a g e o l o g i s t ? 

25 A. He's a g e o l o g i s t by t r a i n i n g . 
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1 Q. And Mr. Hodges' name appears on a number 

2 o f the e x h i b i t s t h a t you p r e s e n t e d here t o d a y ; i s 

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

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

5 Q. I n f a c t , many, i f not a l l , o f the i s o p a c h 

6 maps o f t h e area bear h i s name and not yours? 

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

8 Q. The reason f o r my q u e s t i o n i s I want t o 

9 be sure t h a t we know who he i s and t h a t he works 

10 w i t h you. Is t h a t r i g h t ? 

11 A. Y e s , s i r . 

12 Q. Did he a c t u a l l y p r e p a r e these e x h i b i t s ? 

13 A. Y e s , s i r . 

14 Q. Have you r e v i e w e d them i n d e p e n d e n t l y ? 

15 A. Yes, s i r . 

16 Q. Can you t e s t i f y t o t h e i r accuracy? 

17 A. Yes, s i r . 

18 Q. Have you worked w i t h him i n a g e o l o g i c a l 

19 c a p a c i t y over t h e l a s t s i x years? 

20 A. Y e s , s i r . 

21 Q. You have come t o r e s p e c t and t r u s t h i s 

22 j udgmen t? 

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

24 Q. Mr. B r o t e n , i s he a l s o a g e o l o g i s t w i t h 

25 M i d l a n d Phoenix? 
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1 A. That's cor r e c t . 

2 Q. Did you work w i t h him p r e v i o u s l y i n Enron? 

3 A . Ye s , s i r . 

4 Q. Did he have any i n p u t or any i n v o l v e m e n t 

5 i n t h e p r e p a r a t i o n o f E x h i b i t s 7 t h r o u g h 12? 

6 A. Some i n p u t . We t a l k amongst o u r s e l v e s i n 

7 terms o f the k i n d o f p i c t u r e we're d o i n g or 

8 g e o l o g i c a l m o d e l i n g or w h a t e v e r . 

9 Q. Did you a l s o t a k e t h a t a p proach, 

10 b a s i c a l l y , when you were w o r k i n g a t Enron? 

11 A. We t r i e d our v e r y best t o . i t became 

12 v e r y d i f f i c u l t . 

13 Q. But t h a t was b a s i c a l l y t h e approach t h a t 

14 you took? 

15 A. Y e s , s i r . 

16 Q. I n o t i c e d on some o f the e x h i b i t s w i t h 

17 Enron t h a t were s u b m i t t e d a t t h e p r i o r h e a r i n g t h a t 

18 we had, your i n i t i a l s and Mr. Hodges' and Mr. 

19 B r o t e n ' s ? 

20 A. Y e s , s i r . 

21 Q. You have n ' t used t h a t same a p p r o a c h , I 

22 guess, i n i d e n t i f y i n g t h e e x h i b i t s t h a t you have 

23 p r e p a r e d here today? 

2 4 A. How do you mean? 

25 Q. W e l l , i f we l o o k a t E x h i b i t No. 7 --
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1 A. W e l l , because Mr. Hodges e s s e n t i a l l y d i d 

2 a l l the work i n p u t t i n g t h a t map t o g e t h e r , and the 

3 maps f o r Enron, and I'm su r e you w i l l heave them o u t 

4 i n a m i n u t e , t h e y are a c o m p i l a t i o n o f work done 

5 over about f i v e or s i x y e a r s s i n c e , e s s e n t i a l l y , t h e 

6 f i e l d was d i s c o v e r e d by as many g e o l o g i s t s . 

7 Q. i s i t f a i r t o say t h a t Mr. Hodges i s t h e 

8 p r i m a r y person who prepa r e d E x h i b i t s 7 t h r o u g h 12? 

9 A . Ye s , s i r . 

10 Q. Now, I b e l i e v e you i n d i c a t e d t h a t , i n 

11 your o p i n i o n , t he P i t c h f o r k 34 Well i n t h e west h a l f 

12 of 34 was d r a i n i n g the Atoka r e s e r v e s from under 

13 t h a t s e c t ion? 

14 A. Y e s , s i r . 

15 Q. F o l l o w i n g the d r i l l i n g o f t h a t w e l l , HNG 

16 d r i l l e d i t s Moore 34 i n t h e n o r t h e a s t o f t h a t 

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

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

19 Q. I f I u n d e r s t o o d your t e s t i m o n y c o n c e r n i n g 

20 the Atoka i n the 34, t h e r e was no showing i n t h e 

21 Atoka i n t h a t w e l l ; i s t h a t c o r r e c t ? 

22 A. That's c o r r e c t , no gas show. 

23 Q. There has been no o t h e r e f f o r t , i f I 

24 u n d e r s t o o d your t e s t i m o n y , t o a t t e m p t t o com p l e t e a 

25 w e l l i n the ea s t h a l f o f S e c t i o n 34? 
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1 A. I n t h e A t o k a , t h a t ' s c o r r e c t . 

2 Q. Were you a t t e m p t i n g t o s u g g e s t t h a t t h e r e 

3 was s o m e t h i n g t h a t had been done i m p r u d e n t l y by an 

4 a d d i t i o n a l w e l l no t h a v i n g been d r i l l e d on t h a t 

5 acreage? 

6 A. There i s t h a t s u g g e s t i o n . 

7 Q. In your r o l e as E x p l o r a t i o n Manager and 

8 D i s t r i c t G e o p h y s i c i s t and a l l , you would have been 

9 i n a p o s i t i o n , w h i l e w i t h Enron, t o recommend an 

10 a d d i t i o n a l w e l l be d r i l l e d , would you not? 

11 A. I n my l a s t h a l f y e a r , yes. 

12 Q. And you d i d n ' t make such a recommendation, 

13 d i d yo u? 

14 A. Not over the l a s t months I was w i t h Enron, no 

15 Q. Now, i f we go t o your E x h i b i t No. 5, 

16 which i s a c r o s s s e c t i o n , and I c a n ' t read these 

17 l o g s ; I w i l l t e l l yu t h a t . 

18 A. Okay, t h i s i s 5. 

19 Q. I f we l o o k a t t h a t , I b e l i e v e you 

20 t e s t i f i e d t h a t your p r i m a r y o b j e c t i v e or a p r i m a r y 

21 o b j e c t i v e was t h e C Zone --

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

23 Q. -- i n t h e proposed w e l l . I s t h e l o g f o r 

24 t h e Moore 34 shown on E x h i b i t No. 5? 

25 A. Y e s , s i r . 
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1 Q. In that well, what kind of a log is that? 

2 A. That's a CNL n e u t r o n d e n s i t y l o g . I t ' s a 

3 p o r o s i t y l o g . 

4 Q. Does i t show p e r m e a b i l i t y ? 

5 A. No, s i r . 

6 Q. So what we can g a i n from t h i s i s t h e 

7 appearance o f p o r o s i t y i n the C Zone i n the No. 34 

8 W e l l ; i s t h a t c o r r e c t ? 

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

10 Q. T h i s w e l l was t e s t e d , was i t n o t , by 

11 Enron? 

12 A. Yes. 

13 Q. And i t was d e t e r m i n e d t o be t i g h t , was i t 

14 n o t ? 

15 A . N o , s i r . 

16 Q. I t was n o t ? 

17 A . I t f l o w e d 1 .75 m i l l i o n c u b i c f e e t o f gas 

18 a d a y , d e c r e a s i n g t o a b o u t 2 0 0 , 0 0 0 . I t g a v e t h e 

19 a p p e a r a n c e o f b e i n g t i g h t . We b e l i e v e t h a t b e c a u s e 

20 o f e x c e s s i v e l o s t c i r c u l a t i o n , m a t e r i a l , as w i t h t h e 

2 1 i n t r o d u c t i o n o f h e a v y o i l - i n v e r t e d m u d , 1 3 . 3 

22 p o u n d s - p e r - g a 11on mud w h i l e d r i l l i n g t h r o u g h t h e C, 

23 e s s e n t i a l l y damaged t h e C Sand F o r m a t i o n and c h a n g e d 

24 i t s p e r m e a b i l i t y . 

25 Q. You b e l i e v e t h a t i t i s c a p a b l e o f 
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1 c o m p l e t i n g a p r o d u c i n g w e l l i n t h i s w e l l bore i n the 

2 C Sand? 

3 A. Not now, no, because the f o r m a t i o n has 

4 been damaged around t h e w e l l b o r e . I n f a c t , we d i d 

5 c o n s i d e r , at one t i m e , i s i t s e n s i b l e t o go back 

6 i n t o t h e Moore 34 Well t o r e c o m p l e t e i t ? 

7 B u t , No. 1, we b e l i e v e the f o r m a t i o n has 

8 been damaged near t h e w e l l bore and i s e s s e n t i a l l y 

9 not r e t r i e v a b l e . 

10 No. 2, because the w e l l was s e t up t o 

11 d r i l l an Atoka t e s t and not f o r t h e Morrow, t h e 

12 whole c a s i n g program i s s k i n n i e d down and t h i s whole 

13 s e c t i o n was d r i l l e d w i t h e s s e n t i a l l y a s k i n n y b i t , a 

14 4 - a n d - t h r e e - q u a r t e r - i n c h b i t , making i t r e l a t i v e l y 

15 d i f f i c u l t t o d e a l w i t h . There are a l o t o f 

16 p r o b l e m s . C e r t a i n l y , as f a r as r e - e n t r y i s 

17 c o n c e r n e d , i t ' s p r o b a b l y i m p o s s i b l e t o d e a l w i t h . 

18 Q. So, based on the way the w e l l was d r i l l e d , 

19 you c o n c l u d e d i t i s n ' t c a p a b l e i n t h i s w e l l f o r 

20 c o m p l e t i n g a p r o d u c i n g --

21 A. Not as a r e - e n t r y , no. 

22 Q. The A Sand i s a l s o an o b j e c t i v e , i s i t 

23 not? 

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

25 Q. I f we l o o k a t the A Sand -- and I t h i n k 
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1 you had a l o g o f the -- i s the 34 Moore Well a l s o on 

2 No. 6? 

3 A. Yes, s i r . 

4 Q. Your t e s t i m o n y i n d i c a t e d , I t h i n k , t h a t 

5 you f e l t t h a t i n the A Zone you were l o c a t e d 

6 b a s i c a l l y on the edge o f the sand body? 

7 A. Not i n the A Zone, no. 

8 Q. How are you p o s i t i o n e d i n t h a t ? 

9 A. Not c e n t r a l l y , b u t p r e t t y w e l l i n s i d e i t , 

10 y e s . 

11 Q. Was an a t t e m p t t o complete made by Enron? 

12 A. Yes, s i r . 

13 Q. Were t h e y a b l e t o complete a w e l l ? 

14 A. Very s i m i l a r t o the C Sand, i t came on 

15 under 2 m i l l i o n a day and decreased r a p i d l y . For 

16 t h e same r e a s o n , t h i s whole i n t e r v a l r i g h t from 

17 where we s e t c a s i n g a t 13 whatever i t was, 

18 i n t e r m e d i a t e r i g h t t o TD, was exposed t o heavy mud 

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

20 We d o n ' t know where t h a t mud or l o s t 

21 c i r c u l a t i o n m a t e r i a l went t o . A l l we know i s t h a t 

22 each of t hese sands was exposed t o i t and had 

23 p o t e n t i a l damage. 

24 We know t h e A Sand has a p o t e n t i a l c l a y 

25 problem and i s g o i n g t o be more s e n s i t i v e maybe even 
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1 t h a n t h e C Sand t o t h a t k i n d o f b u s i n e s s . 

2 Q. And y o u say t h a t t h e r e was a p o t e n t i a l 

3 f o r damage b e c a u s e o f t h e way t h e w e l l was c o m p l e t e d ? 

4 A . B e c a u s e o f t h e way i t was d r i l l e d , y e s . 

5 Q. And t h a t t h e o n l y way y o u ' r e g o i n g t o 

6 f i n d o u t w h e t h e r o r n o t t h i s Bank F o r m a t i o n c a n 

7 p r o d u c e — 

8 A . Yes , s i r . 

9 Q. -- or not i s t o d r i l l a n o t h e r w e l l ; i s 

10 t h a t --

11 A. Y e s , s i r . 

12 Q. - - c o r r e c t ? 

13 A. Y e s , s i r . 

14 Q. We've g o t t o t a l k a t d i f f e r e n t t i m e s f o r 

15 the R e p o r t e r . I ' l l w a i t f o r you t o answer and i f 

16 you w i l l w a i t f o r my q u e s t i o n s , w e ' l l do a l l r i g h t . 

17 Where were we? I t h i n k , Mr. D i c e y , t h a t 

18 I had asked you whether or not — to d e t e r m i n e 

19 whether or not you c o u l d produce r e s e r v e s i n t h e s e 

20 zones because o f the p o s s i b i l i t y o f damage as a 

21 r e s u l t o f t h e way the No. 34 was d r i l l e d , and i t was 

22 your o p i n i o n t h a t a new w e l l had t o be d r i l l e d ? 

23 A. Y e s , s i r . 

24 Q. And you are p r o p o s i n g a new w e l l i n the 

25 s o u t h e a s t q u a r t e r or the n o r t h w e s t q u a r t e r o f the 
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1 s o u t h e a s t q u a r t e r o f 34? 

2 A. Yes, s i r . 

3 Q. Ariel t h a t i s a c t u a l l y on the Enron l ease? 

4 A . I t ' s on our l e a s e now, t o o . 

5 Q. But i t i s on the acreage t h a t i s covered 

6 by th e o p e r a t i n g agreement? 

7 A. W e l l , t h a t i s t r u e . L et me change t h a t a 

8 l i t t l e b i t . We have a f a r m o u t c o v e r i n g t h a t . 

9 Q. Co v e r i n g 8 p e r c e n t i n t e r e s t ? 

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

11 Q. Now, i f we l o o k a t the Atoka, i f I a l s o 

12 u n d e r s t o o d your t e s t i m o n y , as you have c o n t i n u e d t o 

13 work t h i s p r o s p e c t , i t has become a l e s s a t t r a c t i v e 

14 p o t e n t i a l zone. I s t h a t r i g h t ? 

15 A. I d o n ' t know about l e s s a t t r a c t i v e . As 

16 f a r as the Atoka Sand i s c o n c e r n e d , t h e r e are 

17 r e s e r v e s t h e r e s t i l l t o be produced out of th e east 

18 h a l f , even though maybe the 34 has d r a i n e d i t q u i t e 

19 e x c e s s i v e l y . 

20 Now, i f we are t a l k i n g about the Atoka 

21 Bank, t h a t i s an unproven u n i t . A l l I can say i s 

22 t h a t when the Page 3 No. 2 was d r i l l e d i n t o i t , i t 

23 had a gas k i c k w i t h e s s e n t i a l l y v i r g i n Atoka 

24 p r e s s u r e o f about 10,000-plus pounds, showing i t t o 

25 be a p o t e n t i a l l y v e r y p r o l i f i c r e s e r v o i r . 
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1 But t h e r e i s no w e l l t h a t produces i n 

2 t h i s immediate a r e a . I t ' s the o n l y w e l l t h a t has 

3 had a n e t p o r o s i t y i n t h a t zone u n l e s s you go way up 

4 t o An t e l o p e Ridge. Then you are l o o k i n g a t v e r y 

5 s i m i l a r zones, and those zones a re q u i t e p r o l i f i c up 

6 t h e r e . 

7 Q. But i t i s a secondary --

8 A. I t i s a secondary --

9 Q. c o n s i d e r a t i o n ? 

10 A. I t i s a secondary c o n s i d e r a t i o n . That i s 

11 c o r r e c t . 

12 Q. We've g o t t o keep the answers and 

13 q u e s t i o n s o f f o f each o t h e r or t h e Court R e p o r t e r 

14 c a n ' t g e t them. 

15 A. Oh, I'm s o r r y . 

16 Q. Did you, at any t i m e w h i l e you were 

17 w o r k i n g w i t h Enron, express d i s p l e a s u r e w i t h how 

18 th e y d r i l l e d or completed any o f the w e l l s i n t h i s 

19 area? 

20 A. I t had been a t h o u g h t -- y e s . 

21 Q. Did you expr e s s any concern about how t h e 

22 No. 34 Moore W e l l had been d r i l l e d and completed? 

23 A. I t had been d i s c u s s e d a t d i f f e r e n t t i m e s 

24 i n c o n j u n c t i o n w i t h the P i t c h f o r k 34, which e v e r y 

25 now and a g a i n was d i s c u s s e d i n terms o f f o r m a t i o n 
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1 damage, yes. 

2 Q. Did you ever suggest t h a t an a d d i t i o n a l 

3 w e l l s h o u l d be d r i l l e d on the n o r t h e a s t q u a r t e r of 

4 34 ? 

5 A. I t was suggested t o us by o t h e r p a r t i e s , 

6 b u t I d i d n o t . 

7 Q. And you d i d not recommend t h a t t o 

8 management? 

9 A. No, s i r , I d i d n o t . 

10 Q. L e t ' s t a k e a l o o k a t t h e p l a t s t h a t have 

11 been p r e p a r e d by M r . Hodges t h a t y o u h a v e t e s t i f i e d 

12 f r o m . I ' d l i k e t o h a v e 

13 A . Hang on a m i n u t e . 

14 Q. A l l r i g h t . And I t h i n k I ' d l i k e t o w o r k 

15 t h r o u g h 7 t h r o u g h 1 2 . I j u s t w a n t t o be s u r e I 

16 u n d e r s t a n d t h e b a s i s o f y o u r i n t e r p r e t a t i o n . 

17 A . Y e s , s i r . 

18 Q. The f i r s t q u e s t i o n , Mr. D i c e y , i s what 

19 i n f o r m a t i o n was a c t u a l l y u t i l i z e d i n p r e p a r i n g t h e s e 

20 e x h i b i t s ? 

21 Did you use w e l l c o n t r o l i n some o f those? 

22 A. S o l e l y w e l l c o n t r o l . That i s c o r r e c t . 

23 Q. You d i d not i n t e g r a t e s e i s m i c i n t o t hese 

24 p r e s e n t a t i o n s ? 

25 A. No. We d o n ' t have access — Enron has a 
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1 l a r g e data base o f s e i s m i c d a t a , a l o t of i t 

2 p r o p r i e t a r y i n f o r m a t i o n a c r o s s the f i e l d . 

3 The f i e l d was o r i g i n a l l y d i s c o v e r e d u s i n g 

4 an i n t e g r a t i o n o f s e i s m i c d a t a and s u b s u r f a c e d a t a , 

5 and was c e r t a i n l y d e veloped u s i n g s e i s m i c d a t a . 

6 But we d o n ' t have access t o t h a t , so we 

7 c a n ' t use i t . A l l we can use i s the i n f o r m a t i o n we 

8 have a t hand, which i s o l d w e l l i n f o r m a t i o n from our 

9 l o c a l l i b r a r i e s . 

10 Q. So the answer i s you used w e l l c o n t r o l 

11 d a t a o n l y i n p r e p a r i n g these e x h i b i t s ? 

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

13 Q. I f you l o o k a t E x h i b i t No. 7, what w e l l 

14 c o n t r o l d a t a do you have a c t u a l l y n o r t h o f the Moore, 

15 t h e d r y h o l e , and t h e n o r t h e a s t of 34? What c o n t r o l 

16 data do you have f o r p l a c i n g the c o n t o u r s i n the 

17 Morrow C Sand? 

18 A. In which s e c t i o n ? 

19 Q. I'm t a l k i n g about --

2 0 A. Sec t i o n 27 ? 

21 Q. I'm a s k i n g you t o focus on S e c t i o n 34. 

22 A. Yes. 

23 Q. You've g o t a proposed l o c a t i o n i n the 

24 east h a l f ? 

2 5 A. Yes . 
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1 Q. And you've got one w e l l north of t h a t 

2 being s imply the Moore 34? 

3 A. Ye s . 

4 Q. Do you have any o t h e r c o n t r o l n o r t h or 

5 east o f t h a t t h a t you have u t i l i z e d i n c o n s t r u c t i n g 

6 these c o n t o u r s ? 

7 A. Yes, s i r . There are two w e l l s i n S e c t i o n 

8 27, the BTA Well and the Sou t h l a n d R o y a l t y W e l l , and 

9 t h e r e ' s a w e l l i n S e c t i o n 36 t o the e a s t . 

10 Q. That the P i t c h f o r k 36 --

11 A . 3 6 Sta t e No . 1. 

12 Q. -- S t a t e ? 

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

14 Q. And t h a t P i t c h f o r k S t a t e was a d r y h o l e ; 

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

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

17 Q. And the w e l l i n the southwest q u a r t e r o f 

18 27 was d r y , was i t not? 

19 A. Yes . 

20 Q. What about the BTA No. 1 j u s t n o r t h and 

21 west o f t h a t ? 

22 A. I t i s a p r o d u c e r . 

23 Q. I t ' s i n the C Zone; i s n ' t t h a t c o r r e c t ? 

2 4 A. Yes . 

25 Q. So t h a t i s t h e c l o s e s t p r o d u c i n g w e l l i n 
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1 the C Zone? 

2 A. P r o b a b l y the 33 No. 2 i s the c l o s e s t one, 

3 about a m i l e t o t h e west. 

4 Q. But n o r t h o f you and e a s t o f you, t h a t i s 

5 the c l o s e s t p r o d u c e r n o r t h o f you? 

6 A. W e l l , g o i n g d i r e c t l y n o r t h , y e s . 

7 Q. So t h e n what we have i s t h a t i s t h e o n l y 

3 p r o d u c i n g w e l l i n the C Zone n o r t h o f the proposed 

9 l o c a t i o n or e a s t o f the proposed l o c a t i o n ? 

10 A. Y e s , s i r . 

11 Q. I f we go t o the s t r u c t u r e map a g a i n , t h i s 

12 i s j u s t w e l l c o n t r o l d a t a . This i s E x h i b i t No. 8; 

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

14 A. Y e s , s i r . 

15 Q. And then on t o E x h i b i t No. 9, t h i s i s an 

16 i s o p a c h map o f the S i n a t r a Sands. I s n ' t t h a t 

17 c o r r e c t ? 

18 A. No. 9, y e s , s i r . . 

19 Q. Again you used w e l l c o n t r o l d a t a . Is 

2 0 t h a t r i g h t ? 

21 A. Y e s , s i r . 

22 Q. Can you t e l l me why, on t h i s e x h i b i t , you 

23 d i d not e l e c t t o u t i l i z e t h e d a t a on the HNG 

24 P i t c h f o r k 36 S t a t e Well over i n S e c t i o n 36? 

25 A. We d i d n ' t draw i t on t h e r e . We t h i n k 
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there is a potential bar in evidence. See, there is 

2 a b i g f a u l t over t o t h e east o f t h e f i e l d h e r e , as 

3 you can see on t h i s e x h i b i t . And the o n l y w e l l t h a t 

4 t e s t e d on the down s i d e o f t h a t f a u l t i s the 36 No. 

5 1. 

6 So i t ' s v e r y d i f f i c u l t t o t e l l where the 

7 sands are g o i n g from t h a t w e l l . R e a l l y , I'm not 

8 v e r y keen on e n c o u r a g i n g people t o make maps on one 

9 we 11 c o n t r o l . 

10 Q. Now, I t h i n k what I ' d l i k e t o do a t t h i s 

11 t i m e , Mr. D i c e y , i s ask t h a t you r e f e r t o what has 

12 p r e v i o u s l y been a d m i t t e d i n t h i s case as Enron's 

13 E x h i b i t No. — was a d m i t t e d a t the Examiner l e v e l as 

14 Enron E x h i b i t No. 20 and was i n c o r p o r a t e d today i n t o 

15 the r e c o r d . 

16 You a re f a m i l i a r w i t h t h i s e x h i b i t , a re 

17 you no t ( i n d i c a t i n g ) ? 

18 A. Y e s , s i r . 

19 Q. T h i s i s , i n f a c t , an i s o p a c h map on t h e 

20 Morrow S i n a t r a Sand s e r i e s . i s t h a t what i t i s 

21 e n t i t l e d ? 

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

23 Q. And your E x h i b i t No. 9 i s a l s o an i s o p a c h 

24 map on the Morrow S i n a t r a Sand s e c t i o n s ; i s t h a t 

25 c o r r ect? 
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1 A. Tha t i s cor r e c t . 

2 Q. Now, i f I l o o k a t t h e d a t e s on E x h i b i t 

3 No. 20, i t appears t h a t the l a s t r e v i s i o n i n d i c a t e d 

4 was F e b r u a r y , I b e l i e v e , i t ' s t h e 1 7 t h , 1988. I s 

5 t h a t r i g h t ? 

6 A. Y e s , s i r . 

7 Q. Now, a f t e r F e b r u a r y 17, 1988, were any 

8 a d d i t i o n a l w e l l s d r i l l e d i n t h e immediate area t h a t 

9 would a f f e c t your i n t e r p r e t a t i o n o f t h e S i n a t r a Sand 

10 s e r i e s ? 

11 A. There are some w e l l s t o the s o u t h o f t h e 

12 f i e l d which have i n f l u e n c e d our use o f g e o l o g i c 

13 models f o r i n t e r p r e t i n g t h i s sand. 

14 I t must be borne i n mind t h a t t h i s map 

15 was made, as I say, and the n e x t one you are g o i n g 

16 t o b r i n g o u t , as a c o m p i l a t i o n o f maps made by up t o 

17 f i v e or s i x d i f f e r e n t p e o p l e . 

18 Because o f t h e p r e s s u r e i n v o l v e d i n Enron 

19 or became i n v o l v e d i n Enron, any one o f t h e l a t e r 

20 p e o p l e who updated these maps d i d not have t i m e t o 

21 go back and check e v e r y w e l l t h a t went i n t o the 

22 o r i g i n a l map. So t h i n g s l i k e t h e Moore 34, f o r 

23 i n s t a n c e , p a r t i c u l a r l y as i t was c o n s i d e r e d t o have 

24 no sand on t h i s map, would not have been 

25 r e c o n s i d e r e d f o r l o o k i n g back. 
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1 G e n e r a l l y s p e a k i n g , f o r somebody t o p i c k 

2 zero sand, i t means i t ' s g ot r a i l r o a d t r a c k s . 

3 Now, as i t happens t h e Moore 34 was about 

4 t h e f i f t h w e l l d r i l l e d i n t h e f i e l d . And our 

5 knowledge o f how t h e f o r m a t i o n s l i e on t o p o f each 

6 o t h e r , how the s t r a t i g r a p h y i s was r e l a t i v e l y new a t 

7 t h a t t i m e . 

8 Our i n t e r p r e t a t i o n s , of c o u r s e , were w i t h 

9 the d a t a we had and has been developed s i n c e t h e 

10 d r i l l i n g o f th e s e w e l l s . We d r i l l e d 26-odd w e l l s 

11 and then on t ) 32 f o r the whole f i e l d . 

12 As we've u t i l i z e d more i n f o r m a t i o n , we 

13 g e t -- we've updated t h i s map. B u t , l i k e I say, 

14 we've never gone back and checked the o r i g i n a l w e l l s . 

15 We assumed the y are c o r r e c t . 

16 Now, s i n c e we've become — l e f t Enron, I 

17 mean the people who o r i g i n a l l y worked on t h e s e , we 

18 s t a r t e d out w i t h n o t h i n g , no maps, no c r o s s 

19 s e c t i o n s , no a n y t h i n g , so we've had t o come and 

20 s t a r t t h i s t h i n g from s c r a t c h a g a i n which i n v o l v e s 

21 l o o k i n g a t eve r y s i n g l e l o g . 

22 Now we f i n d t h a t g o i n g back, p a r t i c u l a r l y 

23 t o t h e Moore 34, we found t h a t o r i g i n a l l y the w e l l was 

24 m i s c o r r e l a t e d ; t h a t , i n f a c t , t h e r e was an Atoka 

25 Sand i n t h e r e , a l i t t l e t r a c e o f S i n a t r a Sand i n 
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1 t h e r e . And, of c o u r s e , t h a t ' s g o i n g t o i n f l u e n c e 

2 how we draw i t . And, t h e r e f o r e , which I'm sure your 

3 n e x t q u e s t i o n i s g o i n g t o be, i s why our maps are 

4 d i f f e r e n t t o t h e s e maps. 

5 Q. Why don ' t you g i v e me a chance t o ask the 

6 q u e s t i o n ? 

7 A. W e l l , I ' l l save t i m e . 

8 Q. H. C. Hodges' name appears on E x h i b i t No. 

9 20 ; i s tha t r i g h t ? 

10 A. T h a t ' s t h i s one ( i n d i c a t i n g ) ? 

11 Q. Yes . 

12 A. Y e s , s i r . 

13 Q. And H. C. Hodges i s t he man who p r e p a r e d 

14 your E x h i b i t No. 9; c o r r e c t ? 

15 A. Y e s , s i r . 

16 Q. And t h e r e ' s been no new d a t a , nor new 

17 we l i s s i n c e - -

18 A. There was t h a t BTA W e l l . 

19 Q. Which BTA Well? 

20 A. The one i n the west h a l f o f S e c t i o n 27. 

21 A l s o , t h e r e was the Enron Center Roja ( s i c ) 17 or 

22 whatever i t was, No. 1, which a l s o i n f l u e n c e d how we 

23 drew some o f the s e maps. 

24 Q. In f a c t , however, t h e r e i s n o t h i n g t h a t 

25 i s d i r e c t l y o f f s e t t i n g S e c t i o n 34, i s t h e r e ? 
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1 A. Not d i r e c t l y . 

2 Q. N o t h i n g c l o s e r t h a t t h e BTA Well? 

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

4 Q. And i f you compare E x h i b i t No. 20 w i t h 

5 t h e e x h i b i t you p r e s e n t e d t o d a y , i n f a c t , t h e 

6 e x h i b i t t o d a y p l a c e s the S i n a t r a Sand over t h e 

7 n o r t h e a s t of 34, and t h e r e was none over the 

8 n o r t h e a s t of 34 i n your p r i o r i n t e r p r e t a t i o n ? 

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

10 Q. When you p r e p a r e d t h e e x h i b i t t o d a y , you 

11 d i d n ' t take i n t o account the 13 f e e t of pay i n the 

12 P i t c h f o r k 36 S t a t e W e l l , and, y e t , i f you l o o k a t 

13 the E x h i b i t No. 20, you have honored t h a t and p u l l e d 

14 the S i n a t r a Sand o f f o f t h e --

15 A. That i s t r u e . I t ' s a b i t o f a r t i s t r y i n 

16 terms o f the Enron map. 

17 Q. And these are p r e p a r e d by the same 

18 i n d i v i d u a l ; i s n ' t t h a t c o r r e c t ? 

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

20 Q. I s i t f a i r t o say t h a t E x h i b i t No. 20 was 

21 your b e s t i n t e r p r e t a t i o n — 

22 A. At the t i m e --

23 Q. - - l a s t year? 

24 A. At t h e t i m e w i t h the t i m e a v a i l a b l e t o 

25 l o o k a t the data i n v o l v e d , yes. 
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1 But, as I emphasized, we d idn ' t go back 

2 and Look a t every w e l l t o make sure t h a t our 

3 p r e d e c e s s o r s , who c r e a t e d a good chunk o f these maps, 

4 had, i n f a c t , not m i s c o r r e l a t e d or had got t h e 

5 p i c t u r e r i g h t w i t h t h e i n f o r m a t i o n t h e y had a t the 

6 t i m e . 

7 Q. And No. 20 o n l y i n d i c a t e s "JRB." Who i s 

8 t h a t ? 

9 A. James B r o t e n . 

10 Q. "TRD"? 

11 A. That's me. 

12 Q. And H . C. Hodges? 

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

14 Q. E x h i b i t No . 9 was p r e p a r e d M a r c h t h e 2 0 t h , 

15 1 9 8 9 . i s t h a t r i g h t ? 

16 A . D r a f t i n g w i s e , y e s . 

17 Q. And a t t h a t p o i n t i n t i m e , y o u had 

18 a l r e a d y d e c i d e d t o go f o r w a r d w i t h t h e e a s t h a l f 

19 u n i t o f 34 ? 

2 0 A . Y e s , s i r . 

21 Q. I f we go t o your E x h i b i t No. 10, t h i s i s 

22 t h e Warren Sand -- i n f a c t I d o n ' t have any 

23 q u e s t i o n s on t h i s e x c e p t — no. I have no q u e s t i o n s 

24 on t h a t . 

2 5 A. Oh, oka y. 
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1 Q. I ' d l i k e to take you to Exh ib i t No. 21 - -

2 A. What i s 21? 

3 Q. I'm s o r r y , E x h i b i t No. 12. I'm g o i n g t o 

4 hand you what was p r e v i o u s l y a d m i t t e d i n t o e v i d e n c e 

5 as E x h i b i t No. 21 a t the Examiner Hearing 

6 ( i n d i c a t i n g ) . 

7 A. (Witness r e f e r s t o document.) 

8 Q. Mr. D i c e y , i f I u n d e r s t o o d your t e s t i m o n y 

9 e a r l i e r t o d a y , and c o r r e c t me i f t h i s i s wrong, you 

10 i n d i c a t e d t h a t , i n your o p i n i o n , t h e r e i s l i t t l e t o 

11 no gas t h a t i s b e i n g produced out of the Atoka i n 

12 t h e n o r t h w e s t o f S e c t i o n 34; i s t h a t c o r r e c t ? 

13 A. Y e s , s i r . 

14 Q. A g a i n , we have, marked as E x h i b i t No. 21, 

15 an Atoka c a r b o n a t e s t r u c t u r e map t h a t appears t o 

16 have been p r e p a r e d oy you, Mr. B r o t e n , and Mr. 

17 Hodges w i t h Enron. I s t h a t c o r r e c t ? 

18 A. Y e s , s i r . 

19 Q. Looking a t S e c t i o n 34 -- and s i n c e t h i s 

20 i s a c o m p o s i t e map, i t ' s more d i f f i c u l t t o read i t -

21 and i f you compare t h a t t o your E x h i b i t No. 12, i t 

22 appears t h a t t h e r e i s a zero i s o p a c h l i n e coming 

23 a c r o s s S e c t i o n 34 v i r t u a l l y t h r o u g h the Moore 34 

24 Well and o f f t o the n o r t h w e s t . I s t h a t c o r r e c t ? 

25 A. Y e s , s i r . 
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1 Q. Based on this interpretation, i t 

2 v i r t u a l l y e x c l u d e s , i n t h i s Atoka Sand, any 

3 p r o d u c t i v e ac reage i n the n o r t h e a s t o f S e c t i o n 3 4 . 

4 i s n ' t t h a t r i g h t ? 

5 A. As f a r as t h i s map i s c o n c e r n e d , y e s . 

6 Q. I f we go t o E x h i b i t No. 1 2 , t h i s map i s 

7 d a t e d A p r i l the 1 0 t h ; i s n ' t t h a t r i g h t ? 

8 A. The d r a f t i n g o f t h i s map i s d a t e d A p r i l 

9 the 1 0 t h , y e s . 

10 Q. And t h a t i s a f t e r you had come f o r w a r d 

11 w i t h a p r o p o s a l t o d e v e l o p t h e ea s t h a l f of 34. 

12 i s n ' t tha t r i g h t ? 

13 A. Let me e l a b o r a t e a l i t t l e h e r e . These 

14 maps, as I'm s t a t i n g , t h e d a t e s on a l l t h e maps t h a t 

15 we t e n d e r e d as e x h i b i t s are e i t h e r March or A p r i l of 

16 t h i s y e a r . T h i s i s the d a t e on which I d r a f t e d 

17 these maps, not the date on which these maps were 

18 c r e a t e d or made. 

19 We f i r s t s t a r t e d mapping t h i s i n November 

20 of 1988. In f a c t , we mapped the whole f i e l d . We 

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

22 P i t c h f o r k Ranch F i e l d from Enron, w h i c h , o f c o u r s e , 

23 d i d n ' t pan o u t , o b v i o u s l y , o u t t h a t ' s t he 

24 o r i g i n a t i o n o f t h e s e maps. 

25 The d a t e s r e f l e c t e d up h e r e , as Mr. Carr 
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1 i s pointing out, is the date on which I draf t e d 

2 t h e s e maps. Of c o u r s e , th e d r a f t i n g i s s p e c i f i c a l l y 

3 f o r t hese h e a r i n g s , not the o r i g i n a l map. 

4 Q. And the E x h i b i t No. 12, which was d r a f t e d 

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

6 acreage t o the n o r t h e a s t of 34. i s n ' t t h a t r i g h t ? 

7 A. That i s c o r r e c t , and r e - i n t e r p r e t i n g a l l 

8 t hese w e l l s i n t h e f i e l d -- l i k e I s a i d , we had t o 

9 go back and l o o k a t e v e r y s i n g l e w e l l a g a i n , not 

10 t a k e p o i n t s a t f a c e v a l u e . 

11 I n f a c t , I b e l i e v e Mr. Cherryhomes 

12 s t a r t e d t h e o r i g i n a l map on the A t o k a , and i t c o u l d 

13 w e l l be h i s p o i n t on the Moore 34 t h a t we were u s i n g 

14 t h a t p r o c r e a t e d t h r o u g h a l l t h e s e maps. 

15 However, we s t a r t e d from s c r a t c h w i t h 

16 every s i n g l e w e l l a g a i n , and we found t h a t t h e 

17 o r i g i n a l c o r r e l a t i o n o f the Moore 34, t h e r e was an 

18 Atoka Sand t h e r e . The o r i g i n a l c o r r e l a t i o n was not 

19 c o r r e c t . There i s a t r a c e of sand, i f you p u t i t 

20 t o g e t h e r r i g h t . 

21 Q. I f we compare E x h i b i t 12 w i t h E x h i b i t 21, 

22 the new e x h i b i t a t t r i b u t e s r e s e r v e s i n the Atoka 

23 Sand t o the n o r t h e a s t q u a r t e r of 34 - -

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

25 Q. -- t h a t were not a t t r i b u t e d t o i t b e f o r e ? 
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1 A. That is correct. 

2 MR. CARR: That's a l l I have. 

3 CHAIRMAN LEMAY: Ques t i o n s o f t h e w i t n e s s ? 

4 ( N o r e s p o n s e . ) 

5 CHAIRMAN LEMAY: Mr. D i c e y , I have a 

6 c o u p l e o f q u e s t i o n s . 

7 

8 J ^ i ^ j J A T i_ON 

9 

10 BY CHAIRMAN LEMAY: 

11 Q. Your main g o a l i n d r i l l i n g t h i s w e l l , 

12 your p r i m a r y o b j e c t i v e , I t a k e i t , i s t h e Morrow C 

13 Sand? 

14 A. The Morrow C and the Morrow A. 

15 Q. The Morrow A? 

16 A. We p e r c e i v e a l l those o b j e c t i v e s i n t h e r e 

17 e q u a l l y . 

18 Q. I f you are not q u a l i f i e d t o answer t h i s , 

19 j u s t say so, b u t do you know the d e p o s i t i o n a l 

20 e n v i r o n m e n t of the Morrow C Sand? 

21 A. I do n ' t know i t . From a l l t h e work t h a t 

22 we have done, we f e e l t h a t the d e p o s i t i o n a l 

23 e n v i r o n m e n t i s p r o b a b l y a deep m a r i n e t u r b i d i t e . 

24 You see, t o the e a s t , you have the 

25 C e n t r a l Basin P l a t f o r m r i s i n g up a t t h i s t i m e . 
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1 Those sands d e r i v e from the e r o d i n g p l a t f o r m and are 

2 channeled down i n t o t h i s a r e a . This a r e a , t h e n , 

3 e s s e n t i a l l y has a p l a t f o r m , e s s e n t i a l l y a s t r u c t u r a l 

4 p l a t f o r m . These sands, as soon as th e y h i t t h a t 

5 change i n s l o p e , we see them b e i n g dumped i n t o a 

6 s e r i e s o f f a n l o o p s s i t t i n g one on t o p o f t h e o t h e r . 

7 'Where you've got the t h i c k e s t sands i s where you've 

8 got a s t a c k i n g o f the s e f a n l o o p s . 

9 Now, what we have, a f t e r t h a t was 

10 d e p o s i t e d , then you've g o t a s t r u c t u r a l change. You 

11 had t h i s l o t l i f t e d up, and then a f t e r t h a t , you had 

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

13 around the edge o f the f i e l d , and, hence, the Warren, 

14 the S i n a t r a , and the A Sand. 

15 Q. To s h o r t e n my q u e s t i o n , I guess, i n a 

16 v e r y broad sense, do you know Stu M a r t i n ? 

17 A. Yes, s i r , he works w i t h us. 

18 Q. Have you read h i s paper on the d e p o s i t i o n 

19 w i t h i n t h e f i e l d , and do you agree w i t h i t ? 

20 A. Yes, s i r . That's what I'm q u o t i n g , i n 

2 1 f a c t . 

22 Q. Are t h e r e any o t n e r b l a n k e t sands, t h i c k 

23 sands, i n t h e Morrow C s e c t i o n where you've d r i l l e d 

24 t h e w e l l c o r r e c t l y and you've had t h i c k sand t h a t 

25 was t i g h t sand? 
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1 n, Not in the Pitchfork Ranch Field. Well, 

2 t h e r e are sands t h a t are t i g h t i n t h e r e , yes. I 

3 t h i n k t hose are sands i n one o f the we s t e r n w e l l s . 

4 I c a n ' t remember which one o f them now. I ' d have t o 

5 go and r e f e r back and l o o k a t i t . I'm s o r r y . 

6 Q. What I'm t r y i n g t o g e t a t i s g e n e r a l l y i f 

7 you show a t h i c k i s o p a c h on the g r o s s s e c t i o n o f 

3 Morrow C Sand --

9 A. Yes . 

10 Q. -- assuming the t u r b i d i t e - t y p e d e p o s i t i o n , 

11 g e n e r a l l y does t h a t have p o r o s i t y ? 

12 A. No, not n e c e s s a r i l y . I n f a c t , l o o k i n g a t 

13 t h i s much more r e g i o n a l l y , o u t t o the west over i n 

14 t h e Mesa Jackson a r e a , Jackson U n i t , t h a t Mesa 

15 Jackson Well had l i k e 80 f e e t o f C Sand i n i t , and 

16 i t produced v e r y , v e r y p o o r l y because i t i s 

17 e s s e n t i a l l y t i g h t . 

18 We b e l i e v e i t was c h e r t e d up a f t e r 

19 d e p o s i t i o n a f t e r t he P i t c h f o r k Ranch F i e l d was 

20 l i f t e d up, t h a t l i f t i n g k e e p i n g the P i t c h f o r k Ranch 

21 F i e l d e s s e n t i a l l y t he p o r o s i t y open, p e r m e a b i l i t y 

22 open, whereas everywhere e l s e around l y i n g 

23 r e l a t i v e l y low has been e s s e n t i a l l y c h e r t e d up and 

24 l o s t i t s p r i m a r y p o r o s i t y p e r m e a b i l i t y . 

25 Q. In t r y i n g t o a n a l y z e whether t h e Morrow C 
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1 Well i n S e c t i o n 34 was due to l a c k o f p e r m e a b i l i t y 

2 or f o r m a t i o n damage, i s t h e r e any reason t h a t you 

3 agreed i t was d r i l l e d p o o r l y ? Sometimes i t ' s hard 

4 t o r e a l l y know. 

5 A. We d i d n ' t know. I t was the f i f t h w e l l 

6 a l o n g . Throughout any major f i e l d d e v e l o p m e n t , i t ' s 

7 a l e a r n i n g c u r v e , and you l e a r n , as you go a l o n g , 

8 what you can and what you cannot do. 

9 That b e i n g one o f the e a r l y w e l l s , i t was 

10 one o f t h e ones t h a t we l e a r n e d f r o m . 

11 Q. What I'm t r y i n g t o g e t a t i s are t h e r e 

12 o t h e r examples where you can see t h i c k Morrow Sand 

13 i n the C Zone w i t h p o r o s i t y i n d i c a t e d on the log? I 

14 d o n ' t know i f t h e r e i s p e r m e a b i l i t y i n d i c a t e d or n o t , 

15 where t h e r e i s p o r o s i t y , b u t t h e r e i s no 

16 p e r m e a b i l i t y , where i t has been d r i l l e d c o r r e c t l y 

17 and you can assume i t ' s not due t o f o r m a t i o n damage. 

18 A. Not i n t h i s immediate area t h a t I can 

19 t h i n k o f . 

20 Q. 1 had a q u e s t i o n c o n c e r n i n g your maps 

21 g o i n g up i n t h i s s e c t i o n , I t h i n k i t was S e c t i o n 23. 

22 There appears -- you c a r r y some t r e n d s up i n t o 

23 S e c t i o n 23, but I assume t h a t ' s your a r t i s t i c 

24 l i c e n s e ? 

25 A. May I ask you which maps? 
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1 Q. Y e s . E x h i b i t 9 . I was l o o k i n g f o r 

2 c o n t r o l on t h e S i n a t r a Sand w h e r e y o u l o a d i t up 

3 t h e r e , o u t I d o n ' t see any - -

4 A . T h a t ' s t r u e . T h e r e i s no s m a l l e l e m e n t 

5 o f a r t i s t i c l i c e n s e i n v o l v e d i n t h a t . B u t when y o u 

6 have d a t a p o i n t s , h o w e v e r d e n s e t h e d a t a p o i n t s , y o u 

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

8 l o o k i n g a t t o make w h a t y o u hope i s t h e b e s t p i c t u r e 

9 o f w h a t ' s g o i n g o n . And t h a t ' s w h a t w e ' v e a t t e m p t e d 

10 t o do h e r e . 

11 We p r o b a b l y have fewer data p o i n t s . We're 

12 s t i l l u s i n g t h a t g e o l o g i c model. We know the sands 

13 come from the n o r t h , moving e s s e n t i a l l y n o r t h - s o u t h 

14 i n t h i s k i n d o f cha n n e l system. 

15 We've extended t h a t . There are a few 

16 w e l l s t o the n o r t h t h a t have t r a c e s again i n i t ; not 

17 on t h i s map, b u t , l i k e I say, these maps were t a k e n 

18 from a much br o a d e r s t u d y . So, o b v i o u s l y , t h e s e 

19 d o n ' t show where those data p o i n t s are coming f r o m . 

20 Q. I was wondering i f t h e r e was w e l l c o n t r o l 

21 i n S e c t i o n 23 t h a t d o e s n ' t show because o f your 

22 1 eg end h e r e . 

23 A. L o o s e l y s p e a k i n g , y e s , s i r . 

24 CHAIRMAN LEMAY: That's a l l t h e q u e s t i o n s 

2 5 I have. 
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1 Are there additional questions on 

2 Red i r ec t? 

3 

4 R^Dj[_RECT_EXAM^|a AT_I ON 

5 

6 BY MR. PADILLA: 

7 Q. I have one q u e s t i o n , Mr. D i c e y . 

8 Can you go t o your c r o s s s e c t i o n and 

9 p o i n t out t h a t t r a c e o f sand i n t h e S i n a t r a ? 

10 A. Yes, s i r , r i g h t t h e r e ( i n d i c a t i n g ) . 

11 Q. How much sand do you see t h e r e ? 

12 A. 3 f e e t , p l u s or minus. 

13 Q. Is t h a t s u f f i c i e n t t o o b t a i n p r o d u c t i o n 

14 from t h a t ? 

15 A. P r o b a b l y n o t . I t ' s d i f f i c u l t t o t e l l 

16 because when t h a t w e l l was d r i l l e d , you g o t gas 

17 i n c r e a s e s ever s i n c e you s t a r t e d i n t o the Morrow A 

18 Sand. You had d i f f e r e n t gas i n c r e a s e s a l l t h e way 

19 down. I t ' s d i f f i c u l t t o t e l l where t h e y are coming 

2 0 f r om . 

21 I t h i n k p r o b a b l y i t ' s more l i k e l y from 

22 t h e Warren, i n t h i s i n s t a n c e , and t h i s i s m e r e l y a 

23 t r a c e i n d i c a t i n g a l e a d i n g edge o f a sand body. 

24 We're l o o k i n g o p t i m i s t i c a l l y a t t h i s . We are an 

25 e x p l o r a t i o n g r o u p t r y i n g t o d e v e l o p , you know, p l a y 
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1 sands as we see them. 

2 You can be e q u a l l y p e s s i m i s t i c and say no, 

3 i t ' s j u s t a l i t t l e b i t of n o t h i n g i n p a r t i c u l a r and 

4 i t d o e s n ' t go anywhere. 

5 Q. But i t ' s not zero? 

6 A. I t ' s not z e r o , no. 

7 MR. PADILLA: That's a l l I have. 

8 CHAIRMAN LEMAY: Any a d d i t i o n a l q u e s t i o n s 

9 o f t h e wi tness? 

10 (No r es po ns e .) 

11 CHAIRMAN LEMAY: You may be excused, and 

12 you may c a l l your n e x t w i t n e s s , Mr. P a d i l l a . 

13 MR. PADILLA: We w i l l c a l l Jim B r o t e n a t 

14 t h i s t i m e . 

15 

16 £ M I ! S _ R U S S E L L _ B R O T E N 

17 The w i t n e s s h e r e i n , a f t e r h a v i n g 

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

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

2 0 

21 2L^.E.9.'L-E.Lh.l.l^.tll2.^. 

22 

23 BY MR. P A D I L L A : 

24 Q. M r . B r o t e n , f o r t h e r e c o r d , w o u l d y o u 

25 s t a t e y o u r name , p l e a s e ? 
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1 A. Yes, s i r . My name i s James R u s s e l l 

2 B r o t e n . 

3 Q. How do y o u s p e l l y o u r l a s t name? 

4 A . B - r - o - t - e- n . 

5 Q. Mr. B r o t e n , where do you l i v e ? 

6 A. I r e s i d e a t 2509 Noel Avenue, M i d l a n d , 

7 Te x as . 

8 Q. Do you work f o r M i d l a n d Phoenix? 

9 A. Yes, I ' v e been a s s o c i a t e d w i t h M i d l a n d 

10 Phoen ix . 

11 Q. I n w h a t c a p a c i t y ? 

12 A . P r e s e n t l y , V i c e - P r e s i d e n t o f O p e r a t i o n s . 

13 Q. And w h a t b a c k g r o u n d do y o u h a v e as f a r as 

14 t e c h n i c a l k n o w l e d g e ? 

15 A . I h a v e a d e g r e e i n g e o l o g y f r o m A r i z o n a 

16 S t a t e U n i v e r s i t y . I came t o w o r k , d i d t w o y e a r s 

17 w e l l - s i t e c o n s u l t i n g and mud l o g g i n g . 

18 A f t e r t h a t t w o - y e a r p e r i o d , I w e n t t o 

19 w o r k f o r HNG O i l as a D e v e l o p m e n t G e o l o g i s t , and 

20 p r o g r e s s e d up t o E x p l o r a t i o n G e o l o g i s t , and l a t e r 

21 was p r o m o t e d t o S e n i o r E x p l o r a t i o n G e o l o g i s t . 

22 Q. M r . B r o t e n , d i d y o u t e s t i f y i n t h e 

23 D i v i s i o n H e a r i n g i n t h i s c a s e ? 

24 A . Y e s , s i r , I d i d . 

25 Q. Were your c r e d e n t i a l s a c c e p t e d as a 
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1 Development G e o l o g i s t ? 

2 A. Yes, they were. 

3 MR. PADILLA: We t e n d e r Mr. B r o t e n as an 

4 e x p e r t w i t n e s s a t t h i s t i m e i n t h i s case. 

5 CHAIRMAN LEMAY: His q u a l i f i c a t i o n s a r e 

6 a c c e p t a b l e . 

7 BY MR. PADILLA: 

8 Q. M r . B r o t e n , l e t ' s jump r i g h t i n t o what we 

9 have marked as E x h i b i t No. 1 4 , w h i c h i s a mud l o g . 

10 Would you d e s c r i b e t o the Commiss ion what 

11 t h a t mud l o g c o n t a i n s and what you have c i t e d i n 

12 t n a t l o g ? 

13 A. C e r t a i n l y . Wnat we have i s a mud l o g 

14 t h a t was r e c o r d e d d u r i n g t h e d r i l l i n g o f t h e Moore 

15 34 No. 1. I t ' s of v e r y s i g n i f i c a n t i m p o r t a n c e i n 

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

17 w e l l ever d r i l l e d i n the a r e a . We have had 

18 e x c e l l e n t gas shows w h i l e d r i l l i n g . 

19 Q. Mr. B r o t e n , c o u l d you speak a l i t t l e 

20 l o u d e r ? 

21 A. Yes. What you see b e f o r e you i s a 

22 p o r t i o n over the Atoka-Morrow s e c t i o n s . We have a 

23 heading on i t t o i d e n t i f y i t as t h e Moore 34 No. 1. 

24 Q. S t a r t i n g from the bott o m up, or s t a r t i n g 

25 w i t h t he Morrow C Zone, can you d e s c r i b e where t h a t 
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1 show i s c o n t a i n e d on t h a t log? 

2 A. N o r m a l l y , when you d e s c r i b e a mud l o g , 

3 you l i k e t o proceed from the t o p down. 

4 Q. I s t h a t what you are g o i n g t o do? 

5 A. I t i s . I t g i v e s a c h r o n o l o g y o f what 

6 happened d u r i n g t h e c r i l l i n g o p e r a t i o n . 

7 Q. Why d o n ' t you do t h a t , s t a r t from the t o p 

8 t o the b o t t o m , then? 

9 A. Okay. The f i r s t i n t e r v a l I ' d l i k e t o 

10 draw your a t t e n t i o n t o would be the Atoka Sand 

11 i n t e r v a l . 

12 B e f o r e we g e t g o i n g h e r e , I ' d l i k e t o 

13 note t h a t i t ' s common, on mud l o g s and e l e c t r i c l o g s , 

14 t h a t you have a d r i l l i n g TD d e p t h d i f f e r e n t i a l h e r e , 

15 d i f f e r e n c e , I s h o u l d say, i n t h a t here our a c t u a l 

16 d r i l l e r ' s d e p t h w i l l sometimes be deeper or 

17 s h a l l o w e r t h a n what t h e e l e c t r i c l o g shows. And as 

18 you match up the e l e c t r i c l o g w i t h t h e mud l o g , you 

19 t a k e t h a t i n t o c o n s i d e r a t i o n . 

20 The case i s t r u e here on the Moore 34. 

21 We need t o make t h a t a d j u s t m e n t because the TD on 

22 t h e mud l o g or the d r i l l e r ' s d e p t h i s 15,376, and 

23 the e l e c t r i c l o g i s 15,364. That i s a 1 2 - f o o t 

24 d i f f e r e n c e a t t o t a l d e p t h . So when I r e f e r t o 

25 i n t e r v a l s , I'm r e f e r r i n g back and f o r t h from t h e 
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1 c r o s s s e c t i o n which has the Moore 34 d e n s i t y l o g on 

2 i t and t h e mud l o g which i s i n f r o n t o f you. 

3 With t h a t c l a r i f i e d , I s t a r t w i t h t he 

4 Atoka Sand. We see t h a t i n t e r v a l on t h e mud l o g 

5 from 14,092 t o 14,102, c o r r e s p o n d i n g t o 14,078 t o 

6 088 on t h e e l e c t r i c l o g . 

7 What we observed here i s a d r i l l i n g b r e a k . 

8 We see downtime gas i n c r e a s e s and t r i p gas. A t r i p 

9 f o r a new b i t o c c u r r e d a t 14,116. T h i s i s j u s t 

10 below the Atoka Sand i n t e r v a l . And as these samples 

11 were c i r c u l a t e d up, here i s where we beg i n t o see 

12 t h e sand, and t h i s l e a d s us t o b e l i e v e t h a t we have 

13 sand p r e s e n t i n t h i s i n t e r v a l and t h a t we are a b l e 

14 t o r e c o r d i t i n t h e t r i p sample. 

15 Pr o c e e d i n g downwards i n t o our n e x t 

16 i n t e r v a l o f i n t e r e s t , i t w i l l be the Atoka A Sand. 

17 We f i n d t h a t a t 14,614 t o 642 on the mud l o g , 

18 c o r r e s p o n d i n g t o 14,598 t o 14,627 on the C&L d e n s i t y 

19 l o g . 

20 Q. Mr. B r o t e n , d i d you mean t h e Morrow A 

21 Sand? You s a i d t he Atoka A Sand. 

22 A. Yes, I'm s o r r y , the Morrow A Sand. 

23 Q. Did you mean t h e Morrow A Sand? 

2 4 A. Yes. 

2 5 Q. Go a head. 
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1 A. Okay, what we see on the mud log here is 

2 a d r i l l i n g break from about 40 m i n u t e s per f o o t t o 2 

3 m i n u t e s per f o o t . 

4 At t h a t p o i n t , the w e l l was shut i n f o r 

5 30 m i n u t e s and was observed t o have a 1 5 - b a r r e l g a i n . 

6 A 2 0 - t o - 3 0 - f o o t f l a r e was r e c o r d e d w i t h 2 m i l l i o n on 

7 the peak l o a d t u b e . 

8 At t h a t p o i n t , we were s t i l l d r i l l i n g 

9 w i t h a d r y - r u n f l u i d of 10 pounds per g a l l o n . That 

10 has i n c r e a s e d t o 10.7 pounds per g a l l o n , and we 

11 c o n t i n u e d d r i l l i n g . 

12 We can a l s o note the C& L d e n s i t y l o g ' s 

13 v e r y f a v o r a b l e p o r o s i t y i s a l s o i n t h i s i n t e r v a l . 

14 The d e n s i t y p o r o s i t i e s were r e c o r d e d up t o 20 

15 p e r c e n t , a c r o s s p l o t average o f r o u g h l y 14 p e r c e n t , 

16 and the r e s i s t i v i t i e s were i n the range o f 35 Ohms. 

17 T h i s f l a g s t h i s i n t e r v a l as a p o t e n t i a l 

18 pay zone, as w e l l as the show d u r i n g d r i l l i n g . And 

19 t h e samples r e c o r d e d a l s o -- what we l o o k f o r i n t h e 

20 c u t t i n g s r e f l e c t a p o t e n t i a l r e s e r v o i r . And what we 

21 saw w i t h i n t h i s r e s e r v o i r , we saw a sand t h a t was a 

22 f i n i n g - u p w a r d sand from v e r y coarse t o f i n e - g r a i n e d , 

23 u n c o n s o l i d a t e d t o p a r t l y c o n s o l i d a t e d . 

24 And the key here i s we had r e s i d u e 

25 s t a i n i n g on t h e i n d i v i d u a l sand g r a i n s , and, a l s o , 
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1 condensate was observed on the mud p i t . So t h i s was 

2 a v e r y s t r o n g show observed a t t h i s p o i n t . 

3 The w e l l c o n t i n u e d t o d r i l l f o r w a r d w i t h 

4 the 10.7 pounds per g a l l o n d r i l l i n g f l u i d . But a t 

5 t h i s p o i n t , we were c a r r y i n g a 6 - t o - 8 - f o o t p u l s a t i n g 

6 f l a r e . Where we g e t t h i s f l o w from i s t h e d r i l l i n g 

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

8 knocks o u t t h e gas p r i o r t o r e a c h i n g t h e sample t r a p 

9 c o l l e c t i o n s y s t e m , which may be l o c a t e d a t the f l o w 

10 l i n e or t h e s h a l e s h a k e r . 

11 The n e x t i n t e r v a l o f i n t e r e s t o c c u r s i n 

12 what we c o r r e l a t e t o be t h e Warren Sand, which i s on 

13 t h e mud l o g at 14,740 t o 744. The e l e c t r i c l o g 

14 reads t h i s a t 14,728 t o 732. 

15 Here a g a i n , we're s e e i n g , on the e l e c t r i c 

16 l o g , p o r o s i t i e s up t o 10 p e r c e n t , c r o s s p l o t t i n g 

17 around 6 p e r c e n t , and, a g a i n , r e s i s t i v i t i e s i n the 

18 n e i g h b o r h o o d of 35 Ohms. 

19 Here we went i n t o t h i s i n t e r v a l d r i l l i n g 

20 w i t h a 6 - t o - 8 - f o o t f l a r e , and t h e gas i n c r e a s e d t o a 

21 1 0 - t o - 2 0 - f o o t f l a r e , i n d i c a t i n g t he presence o f gas 

22 i n t h a t r e s e r v o i r as we were d r i l l i n g . 

23 The samples a l s o r e f l e c t t he p o t e n t i a l 

24 r e s e r v o i r has -- i t showed i t c o n t a i n s a sand t h a t 

25 was v e r y f i n e - g r a i n e d , c o n s o l i d a t e d , a n g u l a r t o 
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1 r o u n d e d . 

2 Q. Mr. B r o t e n , a w h i l e ago you s a i d you had 

3 r e s i s t i v i t i e s of 35 Ohms. 

4 What does t h a t mean? 

5 A. F i r s t o f f , t h e r e i s no i n d i c a t o r f o r 

6 p e r m e a b i l i t y . And when you have a f a v o r a b l e 

7 r e s i s t i v i t y r e s p o n s e , you can make s o r t o f a 

8 q u a l i f i e d e s t i m a t i o n t h a t t h i s may be permeable. 

9 Then t h e second t h i n g you g e t from a 

10 r e s i s t i v i t y l o g i s t h a t you can g a t h e r whether or 

11 not t h i s i s a wet or p o t e n t i a l l y h y d r o c a r b o n a t e 

12 i n t e r v a l , wet. 

13 Q. In terms o f t h i s w e l l , what does t h a t 

14 mean? 

15 A. T h i s , t o me, would f l a g i t as a p o t e n t i a l 

16 r e s e r v o i r . 

17 Q. Okay. Go on now t o your n e x t — 

18 A. Okay. I want t o b r i n g up t h e r e was a 

19 t r i p a t 15,125, where we observed v a r i o u s — t h i s 

20 would i n c l u d e — when we have a t r i p , we have downtime 

21 There was s t i l l d r i l l i n g w i t h a 10.7 pound per 

22 g a l l o n d r a w i n g . 

23 D u r i n g t h i s p a r t i c u l a r t r i p , we observed 

24 a v e r y s t r o n g show o f gas as t h i s t r i p gas was 

25 c i r c u l a t e d up. T h i s would i n d i c a t e t h a t d u r i n g the 
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1 downtime, we had t h i s f o r m a t i o n f e e d i n g gas i n t o t h e 

2 w e l l b o r e , and i t d e f i n i t e l y wasn't d e c r e a s i n g . I t 

3 was s t i l l i n c r e a s i n g . So we l o o k a t t h i s as a 

4 f a v o r a b l e r e s p o n s e . 

5 I n f a c t , a t t h a t t i m e , t h e y were g e t t i n g 

6 so much gas back t h a t t h e y had t o race t h i s show 

7 back i n t o the h o l e so t h e y w o u l d n ' t l o s e the e n t i r e 

8 c i r c u l a t i o n . The f l u i d was s t a r t i n g t o f l o w up and 

9 then t h e y managed t o t r i p back i n i n t i m e t o s a f e l y 

10 c o n t r o l t h e w e l l , b u t i t was a conc e r n a t t h e t i m e . 

11 So we were s e e i n g c o n t i n u e d s t r o n g gas presence i n 

12 t h e w e l l b o r e . 

13 I ' d l i k e t o proceed i n t o the Morrow C 

14 Sand. We see t h a t i n t h e mud l o g a t 15,196 t o 15,248 --

15 I'm s o r r y -- 15,222, 15,272, which c o r r e s p o n d s t o 

16 the e l e c t r i c l o g de p t h s of 15,196 t o 248. 

17 Here, f i r s t o f f , on the e l e c t r i c l o g s we 

18 see d e n s i t y p o r o s i t i e s up t o 10 p e r c e n t w i t h average 

19 c r o s s p l o t p o r o s i t i e s i n the neig h b o r h o o d o f 4-to-6 

20 p e r c e n t . Here we have a wide range o f r e s i s t i v i t y 

21 r e a d i n g s anywhere from 90 Ohms up t o a thousand Ohms. 

22 We had a v e r y s t r o n g show as we d r i l l e d 

23 i n t o t h i s w e l l . When I say " s t r o n g show," I mean we 

24 had t o shut i n t h i s w e l l . When I say "we," I'm 

25 r e f e r r i n g t o , a t the t i m e , I was w i t h HNG. The w e l l 
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1 was shut i n when i t had 1400 t o 1600 pounds on the 

2 o a c k s i d e t h a t i n c r e a s e d t o 2200 pounds. 

3 As we c i r c u l a t e d gas t h r o u g h t h e choke, 

4 we observed 2.2 t o 2.4 m i l l i o n c u b i c f e e t o f gas per 

5 day. To c o n t i n u e d r i l l i n g t h e w e l l , we found i t 

6 necessary t o mud up, and the w e l l o u t was d i s p l a c e d 

7 w i t h o i l - b a s e d mud w e i g h t e d i n t h e n e i g h b o r h o o d o f 

8 13 pounds t o 13.3 pounds per g a l l o n . 

9 This i n d i c a t e s a v e r y s t r o n g show. In 

10 f a c t , i t was so s t r o n g t h a t i t n e c e s s i t a t e d a change 

11 i n t h e mud systems. 

12 The samples t h e m s e l v e s r e f l e c t e d a v e r y 

13 p o s i t i v e i n d i c a t o r f o r a r e s e r v o i r . We knew what we 

14 needed t o see i n the C Sand i n the samples, and t h i s 

15 w e l l b o r e e x h i b i t e d what n e c e s s i t a t e s t o us t o be 

16 o p t i m i s t i c about i t s p o t e n t i a l . 

17 We saw sand here t h a t was v e r y f i n e t o 

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

19 r e s i d u e s t a i n i n g on the i n d i v i d u a l sand g r a i n s . 

20 T h i s i s e x a c t l y what we l o o k e d f o r i n the P i t c h f o r k 

21 Ranch C pay zone. So t h i s f l a g s t h i s w e l l as a good 

22 p o t e n t i a l w e l l b o r e f o r p r o d u c t i o n . 

23 As we proceeded w i t h t h e d r i l l i n g 

24 o p e r a t i o n s , the 13-pound-pi us mud proved t o be too 

25 much f o r t h e f o r m a t i o n s a l r e a d y d r i l l e d , and t h e y 
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1 began t o s u f f e r 1 o s t - c i r c u l a t i o n problems 

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

3 m a t e r i a l s . T h i s c o n t i n u e d u n t i l TD was reached s i x 

4 days l a t e r . 

5 Our c o n t e n t i o n i s t h a t t h i s i s t h e p o i n t 

6 w h e r e t h e w e l l b o r e had t h e p o t e n t i a l t o be damaged 

7 t h r o u g h o u t t h e s e c t i o n , as a l l t h e s a n d s - -

8 p o t e n t i a l p a y s we re e x p o s e d t o t h i s m u d . 

9 Q. M r . B r o t e n , i n v i e w o f y o u r e x p e r i e n c e 

10 w i t h t h i s w e l l , w h a t k i n d o f mud p r o g r a m s c o u l d y o u 

11 u se o r w h a t w o u l d y o u do d i f f e r e n t l y t o m i n i m i z e a n y 

12 damage t o t h e M o r r o w ? 

13 A . I w o u l d n ' t h a v e s h o t t h e w e l l b o r e w i t h 

14 o v e r k i l l , w h i c h , a p p a r e n t l y , was t h e c a s e h e r e . 

15 H i n d s i g h t i s a l w a y s p e r f e c t s i g h t . 

16 A t t h e t i m e , we d i d n ' t r e a l i z e t h a t when 

17 t h i s h e a v y mud h i t t h i s f o r m a t i o n , t h e r e was 

18 p o t e n t i a l f o r d a m a g e . 

19 H o w e v e r , n o w , w i t h o u r e x p e r i e n c e i n t h e 

20 a r e a , we r e a l i z e t h a t you d o n ' t need a 1 3 - p o u n d ; 

21 t h a t ' s o v e r k i l l . You can go i n w i t h a l e s s e r mud 

22 r a t e , p r o b a b l y i n t h e l l - t o - 1 2 p o u n d r a n g e . 

23 Q. I s t h e M o r r o w F o r m a t i o n s u s c e p t i b l e t o 

24 t h i s k i n d o f damage e i t h e r t h r o u g h w a t e r o r mud o r 

25 some o t h e r m a t e r i a l ? 
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1 A. Yes, s i r , i t ' s noted throughout New 

2 Mexico t o be a s e n s i t i v e sand f o r m a t i o n . Any t i m e --

3 i t ' s got p e c u l a r i t i e s i n v o l v e d i n t h a t i t has c l a y s 

4 a s s o c i a t e d w i t h t h e sand t h a t i n p a r t i c u l a r , I'm 

5 s p e a k i n g o f k a y o l i n i t e , a p a r t i c u l a r t y p e o f c l a y ; 

6 t h a t i t ' s a c l a y t h a t i f i t ' s abused, you m i g h t say, 

7 i n the f o r m a t i o n , i t w i l l c l o g up t h e w e l l bore so 

8 t h a t , e s s e n t i a l l y , you l o s e your p e r m e a b i l i t y t o t h e 

9 f o r m a t i o n around the w e l l b o r e , and, e s s e n t i a l l y , 

10 t h a t c r e a t e s a d r y h o l e . 

11 Q. Mr. B r o t e n , would r e - e n t r y o f t h i s w e l l 

12 be something t h a t c o u l d be done? 

13 A. Because o f what I've j u s t m e n t i o n e d , i t 

14 r u l e s i t o u t . You would have t o d r i l l a t a n o t h e r 

15 l o c a t i o n t h a t i s s a f e l y removed from t h e p o t e n t i a l 

16 s u r r o u n d i n g w e l l - b o r e damage. That d i s t a n c e i s hard 

17 t o d e t e r m i n e , so you would want t o make sure i t was 

18 a d equate, t h a t i t was f a r away. You don't want a 

19 t w i n w e l l l i k e t h i s . 

20 Q. I s your proposed l o c a t i o n f a r enough away 

21 a t t h i s time? 

22 A. Yes. We f e e l i t i s a p r u d e n t l o c a t i o n 

23 and i t ' s an optimum l o c a t i o n t o t e s t t h i s . We f e e l 

24 t h a t t h e r e are r e s e r v e s here and t h a t we do have a 

25 r e s e r v o i r p o t e n t i a l . 
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Qi i f . BlOteil, d0 yOll haVe anything further 

2 t o add t o your t e s t i m o n y ? 

3 A. Not a t t h i s t i m e . 

4 MR. PADILLA: We w i l l pass the w i t n e s s , 

5 and we o f f e r E x h i b i t No. 14, Mr. Chairman. 

6 CHAIRMAN LEMAY: E x h i b i t No. 14 w i l l be 

7 a d m i t t e d i n t o the r e c o r d w i t h o u t o b j e c t i o n . 

8 (Wnereupon, MIDLAND PHOENIX 

9 EXHIBIT 14 was a d m i t t e d i n t o e v i d e n c e . ) 

10 CHAIRMAN LEMAY: Mr. Carr? 

1 1 

1 2 5 RO S S_ E X A M J. N A TJ. 0 N 

13 

14 BY MR. CARR: 

15 Q. T h a n k y o u . M r . B r o t e n , how l o n g w e r e y o u 

16 e m p l o y e d b y E n r o n ? 

17 A . N e a r l y e i g h t y e a r s . 

18 Q. W h i l e e m p l o y e d w i t h t h e m , we re y o u a t a l l 

19 t i m e s e m p l o y e d as a g e o l o g i s t o r d i d y o u a l s o s e r v e 

20 as a mud l o g g e r . A r e t h o s e d i f f e r e n t p o s i t i o n s ? 

21 A . P r i o r t o my e m p l o y m e n t w i t h H N G - E n r o n , I 

22 had w o r k e d as a mud l o g g e r . 

23 Q. B u t a l l t h e t i m e y o u w e r e w i t h H N G - E n r o n , 

24 y o u w o r k e d as a g e o l o g i s t ? 

25 A . T h a t ' s c o r r e c t . 
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1 Q. Were you w o r k i n g as a g e o l o g i s t f o r them 

2 when the Moore 34 Well was d r i l l e d i n the n o r t h e a s t 

3 o f S e c t i o n 34? 

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

5 Q. Were you i n v o l v e d i n t h e d r i l l i n g o f t h a t 

6 w e l l ? 

7 A. Ye s , I wa s . 

8 Q. When i s the mud l o g a c t u a l l y run? I s i t 

9 r u n w h i l e t h e w e l l i s b e i n g d r i l l e d ? 

10 A. D u r i n g o p e r a t i o n s , w h i l e the d r i l l b i t i s 

11 d r i l l i n g , and as we c i r c u l a t e t h a t c u t sample and i t 

12 i s read i m m e d i a t e l y a t the s u r f a c e by the g e o l o g i s t 

13 t h a t i s c o l l e c t i n g t h e samples. 

14 Q. Were you t h a t g e o l o g i s t who was 

15 c o l l e c t i n g t h e samples on t h e 34? 

16 A. No. We had mud l o g g e r s d o i n g t h a t f o r us, 

17 and we would b a s i c a l l y l o o k over t h e i r s h o u l d e r , i f 

18 need be. But t h i s p a r t i c u l a r o u t f i t here has 

19 e x c e l l e n t mud l o g g e r s . 

20 Q. Did you see the mud l o g on t h i s w e l l soon 

21 a f t e r i t was run? 

22 A. D a i l y . We g e t d a i l y r e p o r t s on the 

23 p r o g r e s s o f the w e l l from t h e mud l o g g e r s . 

24 Q. So you were f a m i l i a r w i t h what was g o i n g 

25 on --
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1 A. As i t was g o i n g on. 

2 Q. -- as i t ws g o i n g on? 

3 A. Ye s . 

4 Q. I f we l o o k a t t h e A t o k a S a n d , I t h i n k y o u 

5 t e s t i f i e d , and c o r r e c t me i f t h i s i s w r o n g , b u t d i d 

6 y o u s t a t e t h a t t h e r e was a show w h i l e d r i l l i n g t h e 

7 w e l l i n t h e A t o k a Sand? 

8 A . I d i d n ' t mean t o i n f e r t h a t . H o w e v e r , we 

9 do see i n d i c a t i o n s o f d o w n t i m e t h r o u g h o u t t h a t 

10 i n t e r v a l . 

11 What we go by here i s we have downtime 

12 gas and t h e n we have a t r i p gas noted i n t h e gas 

13 column on the mud l o g . 

14 What t h a t i s r e a l l y showing i s t h a t when 

15 you are d r i l l i n g t h i s w e l l b o r e , t h e r e were p e r i o d s 

16 when t h e y a c t u a l l y shut down the w e l l and the sample 

17 column would b a s i c a l l y go back t o bottom and then 

18 have t o k i c k i n the pump and c i r c u l a t e back up. So 

19 i t would i n c r e a s e the l a g t i m e f o r t h e samples. 

20 Q. When we t a l k about a show, my q u e s t i o n i s 

21 when I l o o k a t t h e mud l o g , i t says t h e r e i s a show 

22 of sand. 

23 I want t o know i f you are t r y i n g t o t e l l 

24 us t h e r e was a gas show o t h e r t h a n j u s t t h e t r i p gas 

25 show or whether you j u s t had a show of sand. 
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1 A. I t was a show o f sand. 

2 Q. And then t h e gas was a t r i p gas which 

3 c o u l d come o u t a t any p l a c e i n t h a t w e l l b o r e ? 

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

5 Q. In d r i l l i n g t h i s w e l l , you d r i l l e d t h e 

6 No. Moore 34 u s i n g a b r i n e water i n s t e a d of a mud. 

7 I s n ' t t h a t r i g h t ? 

8 A. That's c o r r e c t , u n t i l we reached the C 

9 Sand. 

10 Q. T h i s was a 1 0 - p o u n d , a p p r o x i m a t e l y , b r i n e 

11 w a t e r as y o u w e n t t h r o u g h t h e A t o k a ? 

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

13 Q. I n o t h e r w e l l s y o u we re i n v o l v e d w i t h , 

14 d i d n ' t y o u , i n f a c t , h a v e t o use a b o u t a 1 4 - p o u n d 

15 mud when y o u d r i l l e d i n t h e A t o k a ? 

16 A . N o r m a l l y , when we d r i l l e d i n t o t h e A t o k a 

17 Sand R e s e r v o i r , i t t o o k a b o u t a 1 4 - p o u n d mud t o 

18 c o n t r o l t h e w e l l b o r e . 

19 Q. And t h a t w a s n ' t n e e d e d ? 

20 A . N o , s i r . 

21 Q. D i d n ' t t h a t s u g g e s t t o y o u t h a t y o u 

22 d i d n ' t have t h e t h e A t o k a p r e s e n t ? 

23 A . T h i s i n d i c a t e s t o me t h a t we w e r e i n t h e 

24 i m p e r m e a b l e o r on t h e edge o f a sand b o d y . T h i s was 

25 a good show t o l e a d us i n t o — some e x p l o r a t i o n t o o l 
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1 that we can use to get us into the reservoir, which 

2 we b e l i e v e l i e s t o the east and s o u t h e a s t o f t h i s 

3 w e l l . 

4 Q. You saw t h e s a n d b u t n o t t h e gas? 

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

6 Q. Now, I j u s t w a n t t o be s u r e I u n d e r s t a n d 

7 w h a t y o u ' v e s a i d . 

8 The 34 was d r i l l e d u s i n g a b r i n e w a t e r , 

9 and t h e n , i f I u n d e r s t a n d y o u , when y o u g o t t o A t o k a 

10 S a n d , was i t a t t h a t t i m e t h a t mud was u t i l i z e d i n 

1 1 t h e w e l l ? 

12 A. In the C Sand when we had the gas show 

13 yes. 

14 Q. T h a t ' s t h e d e e p e s t i n t e r v a l ; i s t h a t 

15 r i g h t ? 

16 A . A c t u a l l y , t h a t ' s n o t t h e - - i f I 

17 u n d e r s t a n d w h a t you a r e s a y i n g , t h e w e l l was d r i l l e d 

18 w i t h t h e b r i n e w a t e r s y s t e m u n t i l we e x p e r i e n c e d a 

19 s t r o n g gas show i n t h e M o r r o w C S a n d . T h a t 

20 n e c e s s i t a t e d a h e a v i e r mud t o be i m p l e m e n t e d . 

21 Q. When t h e y used t h a t m u d , i t made c o n t a c t 

22 w i t h t h e f o r m a t i o n , and t h a t ' s how t h e damage y o u 

23 see o c c u r r e d ? 

24 A. E x a c t l y . That t r a n s p i r e d from t h a t t i m e 

25 f o r w a r d . The e n t i r e w e l l b o r e was open and exposed 
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1 t o whatever d r i l l i n g mud was i n the w e l l b o r e . 

2 Q. When Enron went back and t r i e d t o 

3 complete i n the Morrow A Sand, t n e y d i d t e s t t h a t 

4 sand; i s t h a t c o r r e c t ? 

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

6 Q. They shot 20 h o l e s ; i s n ' t t h a t c o r r e c t ? 

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

8 Q. Was t h a t an adequate t e s t i n g o f t h a t zone, 

9 i n your o p i n i o n ? 

0 A. I f e e l t h a t was a f a i r t e s t . I f e e l t h a t 

1 t h e y had -- i t was a l o s t cause b e f o r e they s t a r t e d . 

12 The damage was t h e r e . That was j u s t an a t t e m p t t o 

13 maybe overcome the damage, and t h e r e was no s u c c e s s . 

14 Q. Were you i n v o l v e d a t a l l i n the d r i l l i n g 

15 o f the d i s c o v e r y w e l l , t h e Madera 28 No. 1? 

16 A. A c t u a l l y , t he d i s c o v e r y w e l l was the 

17 Madera 32 No. 1. The Madera 28 came second. 

18 Q. Was t h a t the second one? 

19 A. Yes. 

20 Q. Were you i n v o l v e d w i t h t he d r i l l i n g o f 

2 1 e i t her of those? 

2 2 A. Ye s, I wa s . 

23 Q. What zone d o e s t h e d i s c o v e r y w e l l p r o d u c e 

2 4 f r o m ? 

25 A. Morrow C Sand. 
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1 Q. Wasn' t i t a lso d r i l l e d using t h i s mud? 

2 A . I t was an o i l - b a s e d m u d , y e s . 

3 Q. The M a d e r a 2 8 , i t was a l s o d r i l l e d u s i n g 

4 t h i s m u d , was i t n o t ? 

5 A . An o i l - b a s e d m u d , t h a t ' s c o r r e c t . 

6 Q. And i t p r o d u c e d f r o m t h e C S a n d ; i s n ' t 

7 t h a t r i g h t ? 

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

9 Q. B e c a u s e o f t h e h e a v y g a s sho r f s i n t h e 

10 Page N o . 1 s o u t h o f S e c t i o n 3 , h e a v y mud had t o be 

11 u s e d , d i d n ' t i t ? 

12 A . I n t h e Page W e l l ? 

13 Q. Y e s , t h e Page No. 1 . 

14 A. That's c o r r e c t . I f you l o o k a t the 

15 c h r o n o l o g y — 

16 Q. R e a l l y j u s t as examples, t h a t was a n o t h e r 

17 w e l l and t h i s was d i f f e r e n t from tne S i n a t r a ; i s 

18 t h a t r i g h t ? 

19 A . Yes . 

20 Q. And heavy mud was used i n t h a t ; i s n ' t 

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

22 A . Yes. 

23 Q. I f we l o o k a t t n e P i t c h f o r k 34 W e l l i n 

24 t h e w e s t h a l f o f S e c t i o n 3 4 , mud was used i n t h a t 

25 o n e ; i s n ' t t h a t r i g h t ? 
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1 A. That's c o r r e c t . 

2 Q. And t h e Morrow — 

3 A. In f a c t , t h e r e was noted on one o f the s e 

4 e x h i b i t s t h a t waas e n t e r e d a t the D i v i s i o n H e a r i n g , 

5 i t was even noted t h a t t h e r e was 1 o s t - c i r c u l a t i o n 

6 problems i n t h a t w e l l b o r e , t o o . 

7 Q. And so do you have an o p i n i o n as t o 

8 whether or not t h e Morrow was damaged i n the 34, t h e 

9 Pi t c h f o r k ? 

10 A. I b e l i e v e t h e r e were p r o b l e m s . 

11 Q. Is i t your t e s t i m o n y t h a t t h e Moore 34 i n 

12 the n o r t h e a s t d o e s n ' t condemn the zones because o f 

13 t h e c o m p l e t i o n ? I s i t a l s o f a i r t o say t h a t t h e 

14 P i t c h f o r k 34 do e s n ' t condemn the Morrow i n t h e west 

15 h a l f o f S e c t i o n 34? 

16 A. L e t ' s say t h a t t h a t c o u l d be t r u e . I 

17 f e e l t h a t I ' d l i k e t o q u a l i f y t h a t "Yes" or "No." 

18 The volume o f sand found i n the Moore 34 exceeds the 

19 amount o f sand found i n the P i t c h f o r k 34. T h e r e f o r e , 

20 I b e l i e v e the r e s e r v o i r i s i m p r o v i n g t o the e a s t , 

21 a c t u a l l y . 

22 Q. Do you have an o p i n i o n as t o whether or 

23 not t h e r e s e r v o i r i s p r e s e n t i n t h e Morrow a t t h e 

24 P i t c h f o r k 34 Well? 

25 A. I b e l i e v e we're l o o k i n g a t a s m a l l e r sand 
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1 body, which I d o n ' t t h i n k -- i f you use a 

2 v o l u m e t r i c - t y p e o f c a l c u l a t i o n s , y o u ' r e g o i n g t o see 

3 l e s s r e s e r v e s t h e r e than you would i n t h e east h a l f . 

4 Q. But some r e s e r v e s ? 

5 A. Hopef u l l y . 

6 MR. CARR: That's a l l I have. 

7 CHAIRMAN LEMAY: Thank you, Mr. C a r r . 

8 A d d i t i o n a l q u e s t i o n s o f t h e w i t n e s s ? 

9 (No response.) 

10 

11 ^XAj*niATIJ)N 

12 

13 BY CHAIRMAN LEMAY: 

14 Q. Mr. B r o t e n , do you know Mr. N o r t h c u t ? 

15 A. Yes, I do. 

16 Q. Do you c o n s i d e r him a competent l o g g e r ? 

17 A. I do. 

18 Q. You agree w i t h — 

19 A. I f i n d t h i s t o be a v e r y e x c e l l e n t mud 

20 l o g . I c o u l d d e m o n s t r a t e how i t s e t s up w i t h the 

21 e l e c t r i c l o g , i f you would l i k e . I t ' s v e r y good. 

22 CHAIRMAN LEMAY: I t h i n k i t matches w e l l . 

23 That's a l l t h e q u e s t i o n s I have. 

2 4 An y Red i r ec t ? 

25 MR. PADILLA: I have no q u e s t i o n s . Mr. 

SANTA FE DEPOSITION SERVICE 
1 4 3 7 PASEO DE PERAT.TA P F M VW Muv-r^rs 



113 

1 Chairman, we w i l l r e s t a t t h i s t i m e . We've 

2 c o n c l u d e d our p o r t i o n o f t h e case. 

3 I would l i k e t o i n c o r p o r a t e our overhead 

4 c h a r g e s , as c o n t a i n e d i n the Commission's Order, and 

5 we can s t i p u l a t e t o t h a t . 

6 MR. CARR: I b e l i e v e t he D i v i s i o n r e c o r d 

7 c o n t a i n s overhead c h a r g e s . I t c o n t a i n s a r e q u e s t by 

8 Mi d l a n d Phoenix who p a i d t h e o p e r a t o r , and I t h i n k 

9 a l l the nec e s s a r y s t o n e s t h a t you have t o t o u c h f o r 

10 an a p p l i c a t i o n are covered t h e r e . And we c e r t a i n l y 

11 have no o b j e c t i o n . They a r e i n the r e c o r d . 

12 CHAIRMAN LEMAY: A l l r i g h t . They w i l l be 

13 i n c o r p o r a t e d . Thank you, Mr. P a d i l l a . 

14 I t h i n k t h i s i s a good t i m e t o break and 

15 r e t u r n a t 1:15. 

16 (Whereupon, the h e a r i n g i n the 

17 a b o v e - r e f e r e n c e d m a t t e r was a d j o u r n e d 

18 f o r the l u n c h r e c e s s . ) 

1 9 

2 0 

2 1 

22 

2 3 

2 4 

2 5 
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1 CHAIRMAN LEMAY: We will continue with 

2 our case w i t h Mr. C a r r . 

3 MR. CARR: May i t p l e a s e the Commission, 

4 a t t h i s t i m e we would c a l l Robert McCommon. 

5 

7 The w i t n e s s h e r e i n , a f t e r h a v i n g 

8 been f i r s t d u l y sworn upon h i s o a t h , was 

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

1 0 

1 1 D I_R EC T_EXAM_I A T _IO N 

12 

13 BY MR. CARR: 

14 Q. W i l l you s t a t e your f u l l name? 

15 A. Robert McCommon, J u n i o r . 

16 Q. Mr. McCommon, where do you r e s i d e ? 

17 A. At 4511 LLano i n M i d l a n d , Texas. 

18 Q. By whom are you employed and i n what 

19 c a p a c i t y ? 

20 A. I'm employed by Enron O i l & Gas Company 

2 1 a s a Landman. 

22 Q. Mr. McCommon, have you p r e v i o u s l y 

23 t e s t i f i e d b e f o r e the O i l C o n s e r v a t i o n D i v i s i o n and 

24 had your c r e d e n t i a l s as a Pet r o l e u m Landman accepted 

25 and made a m a t t e r o f r e c o r d ? 
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1 A. Yes, sir, I have. 

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

3 f i l e d i n t h i s c ase, t h i s c o n s o l i d a t e d case? 

4 A. Y e s , s i r , I am. 

5 Q. Both t h e M i d l a n d Phoenix a p p l i c a t i o n and 

6 the a p p l i c a t i o n o f Enron? 

7 A . Ye s , s i r . 

8 Q. A r e y o u f a m i l i a r w i t h t h e s u b j e c t a r e a ? 

9 A . Yes , s i r . 

10 MR. CARR: Are the w i t n e s s ' s 

11 q u a l i f i c a t i o n s a c c e p t a b l e ? 

12 CHAIRMAN LEMAY: They a r e a c c e p t a b l e . 

13 BY MR. CARR: 

14 Q. Mr. McCommon, would you b r i e f l y s t a t e 

15 what Enron seeks i n t h i s case? 

16 A. Yes, s i r . We seek the co m p u l s o r y p o o l i n g 

17 of the Atoka and Morrow F o r m a t i o n s , s p a c i n g u n i t s , 

18 a p p r o v a l of a n o n - s t a n d a r d p r o r a t i o n u n i t i n the 

19 Atoka and a p p r o v a l o f a w e l l l o c a t i o n i n t h e A t o k a . 

20 Q. 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 

21 p r e s e n t a t i o n here today? 

22 A. Yes, s i r , I have. 

23 Q. Would you r e f e r t o what has been marked 

24 as Enron E x h i b i t No. 1, i d e n t i f y t h i s e x h i b i t , and 

25 r e v i e w i t f o r t h e Commission? 
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1 A . Y e s , s i r . T h i s i s a l a n d p l a t t h a t I 

2 p r e p a r e d ( i n d i c a t i n g ) . I t shows on i t t h e p r o p o s e d 

3 l o c a t i o n o f t h e E n r o n P i t c h f o r k 34 F e d e r a l Com. N o . 

4 2 W e l l . T h i s i s l o c a t e d 1980 f r o m t h e e a s t l i n e and 

5 660 f r o m t h e s o u t h l i n e o f S e c t i o n 3 4 , T o w n s h i p 2 4 , 

6 Range 34 E a s t , Lea C o u n t y , New M e x i c o . 

7 A l s o d e p i c t e d h e r e i n i s t h e — o u t l i n e d 

8 i n b l u e i s 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 3 4 , 

9 w h i c h i s t h e p r o p o s e d n o n - s t a n d a r d 1 6 0 - a c r e 

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

11 b e i n g t h e s o u t h h a l f o f s a i d S e c t i o n 3 4 , t h e 

12 p r o p o s e d 3 2 0 - a c r e p r o r a t i o n u n i t f o r t h e M o r r o w 

13 F o r m a t i o n . 

14 Q. What a r e E n r o n ' s p r o p o s e d o b j e c t i v e s i n 

15 t h e w e l l i n t h e s o u t h w e s t and s o u t h e a s t o f 34? 

16 A . O k a y . Our o b j e c t i v e s a r e t h e 

17 M o r r o w - S i n a t r a S a n d , t h e A t o k a R e e f , and t h e A t o k a 

18 S a n d . 

19 Q. Would y o u now l o o k a t what has been 

20 m a r k e d as E x h i b i t No. 2, and i d e n t i f y t h a t f o r us? 

21 A. Yes, s i r . T h i s i s t h r e e pages l o n g , and 

22 i t shows t h e m i n e r a l o w n e r s h i p o r i n t e r e s t o w n e r s h i p 

23 i n v a r i o u s p o r t i o n s o f S e c t i o n 34. 

24 Page 1 i s t h e m i n e r a l o w n e r s h i p based on 

25 a t a k e o f f t h a t was c o n d u c t e d by an i n d e p e n d e n t 
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1 Landman i n t h e c o u n t y r e c o r d s of Lea County. 

2 I t c o v e r s the n o r t h e a s t q u a r t e r and the 

3 n o r t h e a s t q u a r t e r o f the s o u t h e a s t q u a r t e r o f 

4 S e c t i o n 34. I t was done on March 1 7 t h , 1989. 

5 The second page shows t h e l e a s e h o l d 

6 ow n e r s h i p s u b j e c t t o an e x i s t i n g o p e r a t i n g agreement 

7 between Enron, Enserch, Robert L a n d r e t h and Samedan 

8 C o r p o r a t i o n i n the s o u t h e a s t q u a r t e r of S e c t i o n 34, 

9 which i s our proposed 160-acre n o n - s t a n d a r d Atoka 

10 p r o r a t i o n u n i t . 

11 I t a l s o goes on t o show unleased m i n e r a l 

12 owners and l e a s e h o l d o w n e r s h i p not s u b j e c t t o the 

13 o p e r a t i n g agreement. 

14 T n i s s c h e d u l e was p r e p a r e d o f f t he t a k e -

15 o f f t h a t was done on March the 1 7 t h . 

16 The t h i r d page i s b a s i c a l l y t h e same t y p e 

17 o f i n f o r m a t i o n , i n t e r e s t s s u b j e c t t o w o r k i n g 

18 i n t e r e s t s , the o w n e r - o p e r a t i n g agreement, and a l s o 

19 t he i n t e r e s t o f unleased m i n e r a l s and l e a s e h o l d 

20 o w n e r s h i p not s u b j e c t t o an o p e r a t i n g agreement. 

21 But t h i s c o v e r s t h e so u t h h a l f o f S e c t i o n 34. 

22 A g a i n , t h i s i n f o r m a t i o n , or s p e c i f i c a l l y 

23 these lower p o r t i o n s , i s based on the t a k e o f f t h a t 

24 was done on March 1 7 t h . 

25 Q. Now, Mr. McCommon, what p e r c e n t a g e o f the 
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1 o w n e r s h i p i n t h e s o u t h h a l f o f t h e Morrow F o r m a t i o n , 

2 and I'm t a l k i n g here about w o r k i n g i n t e r e s t 

3 o w n e r s h i p , was v o l u n t a r i l y committed t o t h e d r i l l i n g 

4 of t h i s we 11? 

5 A. Mr. C a r r , p r o b a b l y the 87.5 p e r c e n t shown 

6 on Page 3 h e r e , because t h a t i s s u b j e c t t o t h e 

7 o p e r a t i n g agreement. 

8 Q. Now, when you were d e v e l o p i n g these 

9 f i g u r e s , were you i n c l u d i n g i n t h e 87- p l u s p e r c e n t 

10 f i g u r e the i n t e r e s t s o f Robert L a n d r e t h ? 

11 A. Only t h e l e a s e h o l d i n t e r e s t s t h a t he has 

12 s u b j e c t t o the o p e r a t i n g agreement, not h i s m i n e r a l 

13 i n t e r e s t which i s d e p i c t e d i n t h e low e r h a l f o f t h a t 

14 page. 

15 Q. A l l r i g h t . Now, i n t h e s o u t h e a s t q u a r t e r 

16 o f S e c t i o n 34, what p e r c e n t a g e o f those owners i n 

17 the Atoka have v o l u n t a r i l y committed t o the w e l l ? 

18 A. 75 p e r c e n t , whicn i s s u b j e c t t o t h e 

19 o p e r a t i n g agreement. 

20 Q. VJould you b r i e f l y r e v i e w f o r t h e 

21 Commission the e f f o r t s t h a t have been made by Enron 

22 t o l o c a t e and o b t a i n a l l i n t e r e s t owners i n t h e 

23 s o u t h h a l f o f S e c t i o n 34 t h a t are a f f e c t e d by t h i s 

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

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

SANTA FE DEPOSITION SERVICE 
1 4 7 7 P A S R O n R P E R 1 f e A M m » n> r> n , T » « " • • - — 



113 

1 r e f e r t o E x h i b i t 2, which i s t h e s m a l l e r c l i p p e d 

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

3 W i t h o u t g o i n g t h r o u g h them i n g r e a t 

4 d e t a i l , a l l o f t h i s i n f o r m a t i o n , except f o r one or 

5 two it e m s which I w i l l p o i n t o u t , were p r e s e n t e d i n 

6 my t e s t i m o n y and were i n t r o d u c e d as e x h i b i t s i n my 

7 t e s t i m o n y b e f o r e the D i v i s i o n . 

8 What we have done, upon o b t a i n i n g a t a k e -

9 o f f on the m i n e r a l o w n e r s h i p , we s e n t l e t t e r s o ut t o 

10 some unleased m i n e r a l owners a t t e m p t i n g t o a c q u i r e 

11 o i l and gas l e a s e s , whereupon we found out t h a t some 

12 o f these had been committed t o M i d l a n d Phoenix. 

13 You w i l l a l s o see, c o n t a i n e d i n t h i s p i l e 

14 o f p a p e r , v a r i o u s l e t t e r s back and f o r t h between 

15 M i d l a n d Phoenix and Enron O i l & Gas Company 

16 p r o p o s i n g w e l l s , r e q u e s t i n g f a r m o u t s , t r y i n g t o 

17 o b t a i n each o t h e r s v o l u n t a r y j o i n d e r s . 

18 You w i l l a l s o see some l e t t e r s from Bob 

19 L a n d r e t h between Enron O i l & Gas Company, M i d l a n d 

20 Phoenix, e t c e t e r a . 

21 The t h i n g I would l i k e to p o i n t out t o 

22 the Commissioners i s , a t t h e v e r y end, t h e r e i s a 

23 segment t h a t ' s s t a p l e d . R i g h t b e f o r e t h a t , t h e r e i s 

24 a schedule which l o o k s l i k e t h i s ( i n d i c a t i n g ) . 

25 T h i s was done a t the r e q u e s t of Mr. 
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1 Stogner a t t h e h e a r i n g on tne 1 0 t h . He had 

2 r e q u e s t e d t h a t M i d l a n d Phoenix and Enron go out and — 

3 he wanted t o see us make a l i t t l e s t r o n g e r e f f o r t t o 

4 see i f we c o u l d not come t o a v o l u n t a r y j o i n d e r , and 

5 r e q u e s t e d t h a t we p r e s e n t a l o g o f our m e e t i n g s and 

6 t e l e p h o n e c o n v e r s a t i o n s , and t h a t ' s what t h i s i s . 

7 The l a s t i t e m , which i s not e n t e r e d i n 

8 the t e s t i m o n y , i s j u s t c o p i e s o f l e t t e r s t h a t we 

9 sent o u t t o our w o r k i n g p a r t n e r s , t e l l i n g about t h e 

10 h e a r i n g . 

11 Q. Since the May h e a r i n g , have you c o n t i n u e d 

12 t o communicate w i t h M i d l a n d Phoenix i n an e f f o r t t o 

13 r e s o l v e those q u e s t i o n s c o n c e r n i n g development o f 

14 t h i s acreage? 

15 A. Yes, s i r , q u i t e e x t e n s i v e l y . 

16 Q. In your o p i n i o n , has a g o o d - f a i t h e f f o r t 

17 been made t o o b t a i n a v o l u n t a r y j o i n d e r f o r the 

18 development o f t h i s t r a c t ? 

19 A. Y e s , s i r . 

20 Q. A t t h i s p o i n t i n t i m e , no a g r e e m e n t has 

21 been r e a c h e d ? 

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

23 Q. M r . McCommon, were E x h i b i t s 1 t h r o u g h 3 

24 p r e p a r e d by y o u o r c o m p i l e d u n d e r y o u r d i r e c t i o n and 

25 s u p e r v i s i o n ? 
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1 A . Ye s , s i r . 

2 MR. CARR: At t h i s t i m e , may i t p l e a s e 

3 the Commission, we move f o r the a d m i s s i o n o f Enron 

4 E x h i b i t s 1 t h r o u g h 3. 

5 CHAIRMAN LEMAY: E x n i b i t s 1 t h r o u g h 3 are 

6 i n the r e c o r d w i t h o u t o b j e c t i o n . 

7 (Whereupon, ENRON EXHIBITS 1 

8 t h r o u g h 3 were a d m i t t e d i n t o e v i d e n c e . ) 

9 MR. CARR: That c o n c l u d e s my D i r e c t 

10 E x a m i n a t i o n . I would note t h a t we do not have an 

11 E x h i b i t 4. That was the N o t i c e o f A f f i d a v i t s t h a t 

12 r e a l l y were not r e l e v a n t i n t h i s f i r s t case. 

13 CHAIRMAN LEMAY: So n o t e d . 

14 Mr. Pad i l i a ? 

15 

16 JrJ*2.§^ Jl i^M^NATJiON 

17 

18 BY MR. P A D I L L A : 

19 Q. Mr. McCommon, f i r s t o f a l l i n r e g a r d t o 

20 t h i s l a s t s c h e d u l e you were t a l k i n g a b o u t , i s i t 

21 your t e s t i m o n y t h a t you worked o ut t h i s s c hedule 

22 o n l y a f t e r Mr. Stogner r e q u e s t e d t h a t t h e p a r t i e s 

23 s t a r t communicating w i t h each o t h e r ? 

24 A. Y e s , s i r . 

25 Q. B e f o r e May 1 5 t h , 1 9 8 9 , had y o u c a l l e d 
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1 Midland Phoenix? 

2 A. B e f o r e May 15th? 

3 Q. Yes , s i r . 

4 A. I c a n ' t remember. Not t o my r e c o l l e c t i o n . 

5 Q. Do you know, o f your own p e r s o n a l 

6 knowledge, whether anyone w i t h M i d l a n d Phoenix or 

7 Enron, I s h o u l d say, had c a l l e d anyone a t M i d l a n d 

8 Phoenix c o n c e r n i n g your a p p l i c a t i o n t o f o r c e pool? 

9 A. Not t o my knowledge, s i r . 

10 Q. You t e s t i f i e d d u r i n g the h e a r i n g b e f o r e 

11 the D i v i s i o n t h a t you had had numerous m e e t i n g s w i t h 

12 Enron c o n c e r n i n g development o f t h e s o u t h h a l f i n 

13 t h e s o u t h e a s t q u a r t e r . 

14 Did any o f th o s e m e e t i n g s i n v o l v e M i d l a n d 

15 Phoen i x? 

16 A. No, s i r , t h e y d i d n o t . 

17 Q. Were t h e y i n v i t e d t o th o s e m e e t i n g s ? 

18 A. No, s i r , t h e y were n o t . 

19 Q. You knew t h e n t h a t M i dland Phoenix owned 

20 an i n t e r e s t , a t l e a s t i n the s o u t h e a s t q u a r t e r , d i d 

21 you not? 

22 A. At what t i m e , Mr. P a d i l l a ? 

23 Q. At the t i m e you made your a p p l i c a t i o n . 

24 A. Yes, s i r , 1 d i d . 

25 Q. Now, subsequent t o the D i v i s i o n H e a r i n g , 
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1 what s p e c i f i c agreements had you proposed t o M i d l a n d 

2 Phoenix? 

3 A . A number o f t h i n g s . We h a v e been i n 

4 e x t e n s i v e c o n v e r s a t i o n s w i t h them e v e n f r o m t h e 

5 s t a n d p o i n t o f on t h e p l a n e a f t e r t h e h e a r i n g b a c k t o 

6 M i d l a n d t h a t d a y . 

7 We h a v e t a l k e d a o o u t t h i n g s l i k e b e c a u s e 

8 a l o t o f t h e p e o p l e who w o r n w i t h M i d l a n d P h o e n i x 

9 a r e p r e v i o u s e m p l o y e e s o f E n r o n , and t h e y do know 

10 o u r a c r e a g e p o s i t i o n q u i t e w e l l , t h a t i f t h e r e w e r e 

11 a n y u n d e v e l o p e d a c r e a g e , n o n - p r o d u c i n g a c r e a g e , t h a t 

12 maybe E n r o n had l e a s e d u n d e r t h e i r d i r e c t i o n o r 

13 b a s e d on t h e i r g e o l o g i c a l i d e a s b u t s o m e t h i n g we 

14 m i g h t n o t be i n t e r e s t e d i n , t h a t we c o u l d maybe do 

15 an a c r e a g e i n t h a t r e g a r d . 

16 Q. I s n ' t i t t r u e t n a t M i d l a n d P h o e n i x made 

17 t h i s p r o p o s a l t o y o u and y o u may h a v e c o n s i d e r e d 

18 t h a t ? 

19 A. I do not know who a c t u a l l y made t h a t 

20 f i r s t g e s t u r e , b u t I do know t h a t i t was something 

21 t h a t we b o t n a t t e m p t e d t o n e g o t i a t e a s e t t l e m e n t on. 

22 Q. Did your Houston management r e f u s e any 

23 k i n d of d e a l i n g s w i t h M i d l a n d Phoenix? 

24 A. N o , s i r . 

25 When you say " d e a l i n g s , " are you t a l k i n g 
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1 about o f f e r s or acreage n e g o t i a t i o n s ? 

2 Q. Any k i n d of agreement w i t h M i d l a n d 

3 Phoenix. 

4 A . They made some o f f e r s t o us t h a t w e r e 

5 u n a c c e p t a b l e , y e s , s i r . 

6 Q. D i d y o u c o n s i d e r them? 

7 A . Y e s , s i r . I s ay " I " d i d ; m a n a g e m e n t d i d . 

8 Q. Why w e r e t h e y u n a c c e p t a b l e ? 

9 A . I c a n ' t a n s w e r t h a t q u e s t i o n . I c o u l d 

10 o n l y s p e c u l a t e . A n d , l i k e I s a i d , I r e a l l y d o n ' t 

1 1 k n o w . 

12 Q. Who was c o m m u n i c a t i n g t h e p r o p o s a l s t o 

13 y o u r m a n a g e m e n t ? 

14 A . I w o u l d c o m m u n i c a t e them t o my bos s o r i t 

15 w o u l d be l i k e o u r D i v i s i o n Land Manager o r G a r y 

16 T h o m a s , who i s o u r D i v i s i o n Manage r o r 

17 V i c e - P r e s i d e n t . Then he w o u l d c o o r d i n a t e i t . I 

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

19 he w o u l d , i n t u r n , c o m m u n i c a t e t h a t t o H o u s t o n t o 

20 our m a n a g e m e n t . 

21 Q. What k i n d o f f e e d b a c k d i d y o u g e t as a 

22 r e s u l t o f y o u r s u b m i t t a l o f t h e s e p r o p o s a l s ? 

23 A . For t h e m o s t p a r t , t h a t t h e y w e r e j u s t 

24 u n a c c e p t a b l e , t h a t we we re t o o f a r a p a r t i n o u r 

25 e v a l u a t i o n o f w h a t e v e r t h e p a r t i c u l a r c a s e w a s . 
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1 Q. I ' d l i k e f o r you t o be a l i t t l e b i t more 

2 s p e c i f i c , i f you know. I assume t h a t you knew a t 

3 l e a s t , t h r o u g h your D i v i s i o n Manager, why t h e 

4 p r o p o s a l s were u n a c c e p t a b l e ? 

5 A. I guess I ' d have t o say, more t h a n l i k e l y , 

6 t h a t M i d l a n d Phoenix gave a g r e a t v a l u e , whether you 

7 want t o put i t i n r e s e r v e s or d o l l a r f i g u r e s , 

8 w h a t e v e r , t o the 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 34. 

9 Based on our g e o l o g y and our 

10 i n t e r p r e t a t i o n s , we d i d n ' t . T h e r e f o r e , our 

11 management d i d n ' t . So, t h e r e f o r e , you are t a l k i n g 

12 about n e g o t i a t i o n s , you know, apples e q u a l i n g 

13 o r a n g e s . There was never a m e e t i n g o f t h e minds or 

14 agreement as t o the v a l u e of t h a t . 

15 Q. Mr. McCommon, how much were you w i l l i n g 

16 t o pay f o r the acreage i n the n o r t h e a s t q u a r t e r o f 

17 S e c t i o n 34? 

18 A. In what regard? Are you t a l k i n g about 

19 p a y i n g M i d l a n d Phoenix? 

20 Q. You were t r y i n g t o l e a s e t h i s l a n d , were 

2 1 yo u not? 

22 A. Yes, s i r , we d i d make an a t t e m p t . 

23 Q. What k i n d of monies were you w i l l i n g t o 

24 pay f o r those l e a s e s ? 

25 A. I b e l i e v e , a t one t i m e or a n o t h e r , we may 
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1 h a v e o f f e r e d I ' m g o i n g t o say $ 1 5 0 . 0 0 o r maybe m o r e . 

2 I c a n ' t remember r i g h t n o w . 

3 Q. Per a c r e ? 

4 A. Yes, s i r . That's been some t i m e ago. 

5 Q. That's not cheap on a p e r - a c r e a g e b a s i s , 

£ v 3 i t ? 

7 A. I w o u l d n ' t c o n s i d e r i t cheap. 

8 Q. Do you know why Enron a l l o w e d t h e acreage 

9 i n the n o r t h e a s t q u a r t e r t o e x p i r e , t he l e a s e s t h a t 

10 Enron had t h a t e x p i r e d i n l a t e 1988 i n t h e n o r t h e a s t 

11 q u a r t e r and the n o r t h e a s t q u a r t e r o f t h e s o u t h e a s t 

12 q u a r t e r ? 

13 A. No, s i r , I do n o t . Since my employment 

14 s t a r t e d t h e r e a f t e r t h e f i r s t o f t h e y e a r , I was not 

15 aware o f why t h a t d e c i s i o n was made. 

16 Q. You d i d r e c e i v e i n s t r u c t i o n s a t one t i m e 

17 t o o b t a i n those leases,. I s t h a t c o r r e c t ? 

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

19 Q. Let me show you what we have marked as 

20 Enron E x h i b i t No. 15. 

21 MR. CARR: Did you mark t h a t Enron 15? 

22 MR. PADILLA: I'm s o r r y , M i dland Phoenix 

23 No . 15 ( i n d i c a t i n g ) . 

24 BY MR. PADILLA: 

25 Q. Mr. McCommon, f i r s t of a l l , can you 
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1 identify what this document is? 
2 A . M r . P a d i l l a , s i n c e I ' v e o n l y seen t h i s 

3 r i g h t n o w , I c a n o n l y i d e n t i f y as f a r as w h a t i t 

4 s a y s a t t h e t o p . I h a v e n e v e r s e e n t h i s b e f o r e . I t 

5 s a y s , " P i t c h f o r k Ranch F i e l d W o r k o v e r P l a n o u t . " 

6 Q. W o u l d i t i t s u r p r i s e y o u t o know t h a t 

7 t h i s i s s o m e t h i n g t h a t has been w o r k e d up by M r . 

8 C h e r r y h o m e s , as I u n d e r s t a n d . He t e s t i f i e d a t t h e 

9 D i v i s i o n H e a r i n g . 

10 A . I t w o u l d n ' t s u r p r i s e m e . I t ' s g o t down 

1 1 h e r e L . W. He lms on i t . I c a n ' t t e s t i f y w h e t h e r i t 

12 was d r a w n up by M r . C h e r r y h o m e s . I ' m n o t s u r p r i s e d . 

13 I d o n ' t k n o w . 

14 Q. L e t me c a l l y o u r a t t e n t i o n t o t h e 

15 r i g h t - h a n d s i d e o f t h e r i g h t - h a n d s i d e o f t h a t 

16 d o c u m e n t . I t s a y s a t t h e t o p , t h e s q u a r e up t h e r e , 

17 i t s t a t e s : 

18 "Secure l e a s e f o r the east 

19 h a l f o f S e c t i o n 3 4." 

20 As I read t h a t , i t was t o be done the 

21 f i r s t q u a r t e r of 1989. 

22 I s t h a t c o r r e c t ? 

23 A. A c c o r d i n g t o t h i s , y e s , s i r . 

24 Q. Why would the e n t i r e e a s t h a l f o f S e c t i o n 

25 34 be i m p o r t a n t t o Enron? 
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1 A. I c a n ' t answer t h a t q u e s t i o n . I d o n ' t 

2 know t h e answer. 

3 Q. Have you t r i e d t o o b t a i n the -- s i n c e t he 

4 h e a r i n g b e f o r e the O i l C o n s e r v a t i o n D i v i s i o n , have 

5 you n e g o t i a t e d w i t h anyone e l s e o t h e r than M i d l a n d 

6 Phoenix t o a c q u i r e t h e i r i n t e r e s t s ? 

7 A. Yes, s i r , we've t a l k e d t o , I guess, 

8 everybody t h a t ' s under t h e f o r c e -- everybody t h a t 

9 we've i d e n t i f i e d i n the o w n e r s h i p h e r e , we've 

10 c o n t a c t e d one way or t h e o t h e r t o o b t a i n t h e i r 

11 v o l u n t a r y j o i n d e r . Yes, s i r . 

12 Q. Have you reached agreement w i t h anyone 

13 e l s e ? 

14 A. No , s i r . 

15 Q. Have you reached agreement w i t h Samedan? 

16 A. N o , s i r . 

17 MR. PADILLA: I b e l i e v e t h a t ' s a l l I h a v e , 

18 Mr . Cha i rman. 

19 CHAIRMAN LEMAY: Thank you, Mr. P a d i l l a . 

20 A d d i t i o n a l q u e s t i o n s o f t h e w i t n e s s ? 

21 MR. CARR: No a d d i t i o n a l q u e s t i o n s . 

22 CHAIRMAN LEMAY: You maybe be excused. 

2 3 MR. PADILLA: We w i l l o f f e r E x h i b i t No. 15. 

24 MR. CARR: No o b j e c t i o n . 

25 CHAIRMAN LEMAY: E x h i b i t 15 i n t o t he 
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1 r e c o r d w i t h o u t o b j e c t i o n . 

2 (Whereupon, MIDLAND PHOENIX 

3 EXHIBIT 15 was a d m i t t e d i n t o e v i d e n c e . ) 

4 MR. CARR: May i t p l e a s e the Commission, 

5 a t t h i s t i m e we w i l l c a l l T e r r y Cherryhomes. 

6 

8 The w i t n e s s h e r e i n , a f t e r h a v i n g 

9 been f i r s t d u l y sworn upon h i s o a t h , was 

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

11 

12 IMZIM 

13 

14 BY MR. CARR: 

15 Q. Would you s t a t e your f u l l name f o r the 

16 r e c o r d , please? 

17 A. T e r r y Lee Cherryhomes. 

18 Q. Mr. Cherryhomes, where do you r e s i d e ? 

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

20 Q. By whom are you employed and i n what 

21 c a p a c i t y ? 

22 A. Enron O i l & Gas as the Ch i e f P r o d u c t i o n 

23 G e o l o g i s t f o r t h e Mi d l a n d D i v i s i o n . 

24 Q. Have you p r e v i o u s l y t e s t i f i e d o e f o r e the 

25 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 your 
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fiffl 
VU Mil 11 

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

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

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

5 f i l e d f o r M i d l a n d Phoenix and f o r Enron t h a t has 

6 been c o n s o l i d a t e d f o r t o d a y ' s h e a r i n g ? 

7 A. Ye s , I am . 

8 Q. Have you s t u d i e d the area which i s t h e 

9 s u b j e c t o f each o f these a p p l i c a t i o n s ? 

10 A. Yes, I have. 

11 MR. CARR: Are the w i t n e s s e s 

12 q u a l i f i c a t i o n s a c c e p t a b l e ? 

13 CHAIRMAN LEMAY: They are a c c e p t a b l e . 

14 BY MR. CARR 

15 Q. Are you f a m i l i a r , Mr. Cherryhomes, w i t h 

16 t h e r u l e s t h a t govern development o f t h e Atoka and 

17 Morrow F o r m a t i o n s i n t h i s area? 

18 A. Y e s , s i r . 

19 Q. What are the s p a c i n g and the l o c a t i o n 

20 r e q u i r e m e n t s s e t f o r t h i n those r u l e s ? 

21 A. The s p a c i n g i s 320 a c r e s . They can 

22 e i t h e r be stan d - u p or lay-down p r o r a t i o n u n i t s 

23 w i t h i n a 640-acre s e c t i o n . 

24 The w e l l s p a c i n g has t o be 660 f e e t from 

25 t h e long s i d e s and 1980 f e e t from the s h o r t s i d e s o f 
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1 t h e p r o r a t i o n u n i t . 

2 Q. 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 

3 p r e s e n t a t i o n t o t h e Commission today? 

4 A . Ye s , s i r . 

5 Q. W o u l d y o u r e f e r t o w h a t has b e e n m a r k e d 

6 f o r i d e n t i f i c a t i o n as E n r o n E x h i b i t No. 5? 

7 A . O k a y . 

8 Q. I d e n t i f y t h a t and r e v i e w t h e r e l e v a n t 

9 p o r t i o n s o f t h a t e x h i b i t f o r the Commission. 

10 A. Okay. T h i s i s -- you c o u l d c a l l i t a 

11 t y p e l o g or a c o m p o s i t e l o g o f t h e p o t e n t i a l pays 

12 and pays t h a t a r e found i n a l l or any o f t h e w e l l s 

13 i n the P i t c h f o r k F i e l d . 

14 Now, not a l l of the w e l l s have each of 

15 these pays i n them t h a t are p r o d u c t i v e , b u t what we 

16 have done i s t a k e n , f o r i n s t a n c e , the Atoka Reef 

17 from one w e l l where i t was good, and co m p o s i t e d a 

18 l o g t h a t we r e f e r t o at: times j u s t t o , f o r one t h i n g , 

19 t o keep i n o r d e r from s h a l l o w t o deep, the d i f f e r e n t 

20 pays t h a t are i n the f i e l d . Sometimes our own 

21 management f o r g e t s whether t h e Warren Sand i s above 

22 or below the A Sand or whathaveyou. 

23 So what we do n o r m a l l y i s — we c o u l d 

24 s t r e t c h i t out here and maybe r e f e r t o i t as we go 

25 a l o n g ( i n d i c a t i n g ) . 
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1 Q. Is the purpose of this exhibit primarily 

2 f o r o r i e n t a t i o n as you work t h r o u g h your subsequent 

3 e x h i b i t s ? 

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

5 Q. Would you now r e f e r t o what has been 

6 marked Enron E x h i b i t No. 6? 

7 A. Okay. 

8 Q. Would you i d e n t i f y t h i s , p l e a s e ? 

9 A. I m i g h t m e n t i o n t h i s i s t h e o n l y new 

10 e x h i b i t t h a t we have from the p r e v i o u s h e a r i n g h e r e . 

11 Enron E x h i b i t No. 6 i s a c o m p l e t i o n zones 

12 map o f t h i s p o r t i o n o f the P i t c h f o r k Ranch F i e l d . 

13 T h i s i s not a l l o f t h e f i e l d , j u s t c e n t e r i n g around 

14 S e c t i o n 34 h e r e . 

15 And i t shows t h e zones t h a t the w e l l s a r e 

16 completed i n now and the zones t h a t have been 

17 abandoned or the zones t h a t have shows. W e l l , t h e 

18 shows w i l l come l a t e r . 

19 I t a l s o shows t h e c u m u l a t i v e p r o d u c t i o n 

20 u n d e r n e a t h t h e w e l l t h r o u g h 1-1-89. I t has not been 

21 r e v i s e d s i n c e 1-1-89. 

2 2 Q. Mr. Cherryhomes, i f we go t o the No. 1 

23 Moore Well i n t h e n o r t h e a s t o f 34, t h a t i s c o l o r -

24 coded and i n d i c a t e d as the Wolfcamp W e l l . 

25 What i s t h e s t a t u s o f t h a t w e l l i n t h e 
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1 A t o k a and t h e M o r r o w ? 

2 A . As we w i l l see l a t e r on t h e n e x t e x h i b i t , 

3 t h i s w e l l was d r i l l e d f r o m s u r f a c e t o w i t h i n — w e l l , 

4 6 f e e t i n t o t h e b o t t o m p a y , t h e C Sand t h a t ' s b e e n 

5 d i s c u s s e d t o d a y w i t h 10 pound t o 1 0 . 5 - p o u n d b r i n e . 

6 T h i s i s v e r y i m p o r t a n t , and t h e p e o p l e 

7 t h a t h a v e been i n v o l v e d i n t h e w e l l s o u t h e r e 

b r e a l i z e when I s a y t h a t , t h a t we had no p o t e n t i a l 

9 p a y s i n t h i s w e l l b o r e . I t was a d r y h o l e 

10 e s s e n t i a l l y f r o m t o p t o b o t t o m . 

11 Q. The w e l l i n t h e w e s t h a l f o f 3 4 , t h e 

12 P i t c h f o r k N o . 1 , t h a t i s t h e w e l l t h a t i s , a l t h o u g h 

13 shown as p r o d u c i n g f r o m t h e A t o k a , t h a t was a 

14 n o n - c o m m e r c i a l w e l l ; i s t h a t c o r r e c t ? 

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

16 Q. Who i s t h e o p e r a t o r o f S e c t i o n 3 

17 i m m e d i a t e l y s o u t h o f t h e p r o p o s e d l o c a t i o n ? 

18 A . E n r o n . 

19 Q. And the two w e l l s t h a t are i n d i c a t e d down 

20 t h e r e , one i s p r o d u c i n g from the S i n a t r a i n t h e 

21 immediate o f f s e t from t h e A t o k a , i s t h a t c o r r e c t , i n 

22 the n o r t h of S e c t i o n 3? 

23 A. In t n e n o r t h h a l f ? 

24 Q. Yes. 

25 A. Tnat' s c o r r e c t . 
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1 I m i g h t p o i n t o ut here t h a t i f you w i l l 

2 l o o k a t the w e l l i n S e c t i o n 27, i t has a d r y h o l e 

3 symbol on i t . 

4 R e a l l y , a l l o f o u r maps f r o m t h e A t o k a t o 

5 t h e ba se o f t h e C Sand i n t h e M o o r e W e l l t h a t ' s i n 

6 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 3 4 , we s h o u l d h a v e 

7 a d r y h o l e s y m b o l on e v e r y one o f t h e m . 

8 The w e l l i n t h e s o u t h w e s t q u a r t e r i s 

9 p r o d u c i n g o u t o f t h e A t o k a S a n d , and i t s h o u l d h a v e 

10 a d r y h o l e s y m b o l on a l l o f t h e M o r r o w , b e c a u s e t h e y 

11 a r e b o t h M o r r o w d r y h o l e s . 

12 Q. A l l r i g h t , M r . C n e r r y h o m e s . W o u l d y o u 

13 now go t o w h a t i s m a r k e d E n r o n E x h i b i t No . 7? 

14 A . ( W i t n e s s c o m p l i e s . ) E n r o n E x h i b i t N o . 7 

15 i s a map t h a t shows a n o n - c o m m e r c i a l p r o d u c t i o n t e s t 

16 by z o n e s on t h e E n r o n - o p e r a t e d w e l l s . 

17 Q. A l l r i g h t . w o u l d y o u f o c u s on t h e w e l l s 

18 i n 3 4 , and r e v i e w t h a t i n f o r m a t i o n f o r t h e C o m m i s s i o n ? 

19 A . O k a y . L e t ' s l o o k a t t h e w e l l i n t h e 

20 s o u t h w e s t q u a r t e r o f 3 4 , The P i t c h f o r k Ranch F e d e r a l 

21 Com. No. 1 . T h i s w e l l was d r i l l e d b e f o r e t h e M o o r e 

22 W e l l t h a t ' s i n t h e n o r t h e a s t q u a r t e r . 

23 T h i s w e l l i s now an A t o k a p r o d u c e r , and 

24 i t f o r m s a w e s t h a l f s t a n d - u p 3 2 0 - a c r e s t a n d a r d 

25 A t o k a p r o r a t i o n u n i t . 
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1 Looking on this ..nap -- and by the way, 

2 the w r i t i n g o u t t o t h e west o f t h a t w e l l goes w i t h 

3 t h i s w e l l , not w i t h t h e w e l l s i n S e c t i o n 33. 

4 This p a r t i c u l a r w e l l was d r i l l e d -- t o TD --

5 i t a c t u a l l y went t h r o u g h a D Sand which i s below t h e 

6 C Sand. The D Sand was not t e s t e d . I t had p o r o s i t y . 

7 But t h i s l i t t l e symbol around t n i s w e l l 

8 shows t h a t t h r e e zones were p r o d u c t i o n t e s t e d . Two 

9 of them have "N's" which means t h e y were 

10 non-commercia 1. The red zone i n the A Sand r e s u l t 

11 was a l s o non-commercial . There s h o u l d be t h r e e N's 

12 t h e r e . 

13 B u t , anyway, i f you w i l l l o o k t o the west 

14 o f t h a t w e l l , we p e r f o r a t e d and a c i d i z e d and t e s t e d 

15 t h e C Sand, which i s t h e m a j o r , main f i e l d pay a t 

16 the P i t c h f o r k , t w i c e . We p e r f o r a t e d i t , t e s t e d i t , 

17 we squeezed i t , r e p e r f o r a t e d , a c i d i z e d ; and b o t h 

18 t i m e s we r e c o v e r e d water o v e r l o a d w i t h t h e gas, a 

19 gas show. So we are s a t i s f i e d t h a t t h a t i s a w a t e r -

20 wet w e l l i n the C Sand. 

21 I t ' s t i g h t , a l s o . I t gave up q u i t e a b i t 

22 o f w a t e r . I t was t i g h t , as has been mentioned 

23 b e f o r e , I t h i n k by heavy d r i l l i n g f l u i d , or the 

24 p o s s i b i l i t y e x i s t s . 

25 We t e s t e d the B Sand coming up a s e c t i o n , 
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1 and i t was t i g h t . We had a 1 0 - f o o t , a 6 - f o o t and a 

2 1 0 - f o o t f l a r e a t any g i v e n t i m e . I t was t i g h t , and 

3 we moved up t o t h e A S a n d . 

4 The A Sand i s one o f t h e s a n d s t h a t d o e s 

5 n o t go a r o u n d t h e f l a n k s o f t h i s f i e l d ; i t g o e s 

6 a c r o s s t h e c r e s t o f t h i s f i e l d , t h e p o r o s i t y d o e s . 

7 I t g o e s f r o m e a s t t o w e s t , p r e t t y m u c h . 

8 We p e r f o r a t e d and a c i d i z e d t h i s s a n d w i t h 

9 3 , 5 0 0 g a l l o n s , and i t f l o w e d a t t h e r a t e o f 1 . 1 

10 m i l l i o n . A c t u a l l y , t h a t was n a t u r a l . Then we 

11 a c i d i z e d i t . And t h e n i t f l o w e d a t 1 m i l l i o n and 

12 d e c r e a s e d i n 24 h o u r s t o 80 M c f a d a y . And we 

13 r e c o v e r e d 220 b a r r e l s o f w a t e r o v e r l o a d . 

14 And I d o n ' t remember how many d a y s we 

15 s t a y e d on t h i s b e f o r e we moved up t o t h e A t o k a Sand 

16 and made a gas w e l l . B u t we s p e n t a d e q u a t e t i m e , i n 

17 my e s t i m a t i o n . 

18 We d o n ' t w a n t t o w a l k o f f and l e a v e any 

19 g a s down t h e r e , t h a t i t w o n ' t be p r o d u c e d . So we 

20 a d e q u a t e l y t e s t e d t h e s e t h r e e M o r r o w Sands i n t h i s 

21 we 11 b o r e . 

22 Q. I n y o u r o p i n i o n , i s t h i s w e l l c a p a b l e o f 

23 p r o d u c i n g f r o m t h e M o r r o w F o r m a t i o n ? 

24 A . We had one zone t h a t was n o t t e s t e d t h a t 

25 w e ' l l see l a t e r on my S i n a t r a m a p . I t had 8 f e e t o f 
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1 upper Sinatra Sana that didn't appear at the time. 

2 We j u s t moved up and made a gas w e l l . We messed 

3 around and spent a l o t of money on these lower zones. 

4 Q. What does t h i s w e l l d a t a t e l l you about 

5 t h e Morrow F o r m a t i o n s u r r o u n d i n g the w e l l b o r e ? 

6 A. I t t e l l s me t h a t i t ' s been a d e q u a t e l y 

7 t e s t e d i n the west h a l f of S e c t i o n 34, a t l e a s t i n 

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

9 Q. L e t ' s go t o the w e l l t o the n o r t h e a s t of 

10 34, and I ' d ask you t o r e v i e w t h e i n f o r m a t i o n on 

11 t h a t we 1 1 . 

12 A. The w e l l i n the n o r t h e a s t q u a r t e r i s the 

13 Moore 34 No. 1 t h a t we keep m e n t i o n i n g t h a t we f e e l 

14 l i k e has been a d e q u a t e l y t e s t e d i n the Morrow C Sand. 

15 I t was a c i d i z e d w i t h 5,000 g a l l o n s , and t h e n i t was 

16 r e - a c i d i z e d w i t h 10,00 0 g a l l o n s , and we r e c o v e r e d 

17 most o f the l o a d water,. I t had about a 5-to-8 - f o o t 

18 f l a r e , and we deemed i t t o be t i g h t and moved up t h e 

19 h o l e t o the A Sand. 

20 We p e r f o r a t e d the A Sand, a c i d i z e d i t . 

21 I t f l o w e d 750 Mcf, decreased t o 150 Mcf, and we 

22 r e c o v e r e d 193 b a r r e l s o f water o v e r l o a d . 

23 So based on t h e s e two w e l l s , we f e e l l i k e 

24 t h a t most of the Morrow Sands have been a d e q u a t e l y 

25 t e s t e d . I m entioned the S i n a t r a i n t h e s outhwest 
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1 p n i l S t i n s o n a l i t t l e c r e d i t i n t h i s m e e t i n g . He 

2 was our v i c e - p r e s i d e n t o f D r i l l i n g and P r o d u c t i o n . 

3 And I d o n ' t b e l i e v e t h a t we were f l y i n g by t h e s e a t 

4 of our p a n t s a l l the t i m e . I t h i r i K we knew a l i t t l e 

5 b i t more abou t how t o d r i l l w e l l s t h a n what has been 

6 b r o u g h t ou t b e f o r e . T h a t ' s n e i t h e r he re nor t h e r e , 

7 b u t anyway - -

8 Q. My q u e s t i o n i s i f you are d r i l l i n g t h i s 

9 w e l l and you are g e t t i n g a gas show i n the Atoka 

10 d r i l l i n g w i t h b r i n e w a t e r , what t e l l s you t h a t you 

11 are g e t t i n g a show? 

12 A. Past h i s t o r i e s on o t h e r w e l l s . We would 

13 have had the P i t c h f o r k 3 4 - 1 . That's why we d r i l l e d 

14 t h e Moore t o s t a r t w i t h . 

15 The Moore Well was p e r m i t t e d o n l y t o t h e 

16 A t o k a , t o s t a r t w i t h . We r e a l i z e d , when we d r i l l e d 

17 t h i s 3 f e e t or t r a c e o f Atoka Sand and we d r i l l e d i t 

18 w i t h 10 pound b r i n e , t h a t we had no w e l l . We had a 

19 d r y h o l e , e s s e n t i a l l y . 

20 So we p e r m i t t e d i t onto the Morrow. 

21 That's why we d r i l l e d i t . We had condemned t h e 

22 Morrow i n our own minds a t t h a t t i m e . 

23 Q. I f you are d r i l l i n g w i t h b r i n e water and 

24 you s t a r t t o g e t a gas show, what happens on t h e 

25 w e l l ? Do you g e t a k i c k ? What happens? 
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1 A. We have one well in the field that this 

2 happened on. I t blew the p i p e o u t o f t h e h o l e . I t 

3 c u t the mud l o g t r a i l e r i n two w i t h t he d r i l l p i p e , 

4 and we had t h e mud up t o 14.5 pounds per g a l l o n . 

5 You r e a l l y know i t when you h i t the Atoka or any o f 

6 t h e -- or the A Sand. I t ta k e s 14 -- or i t d i d a t 

7 the t i m e -- 14 pound or b e t t e r mud w e i g h t t o c o n t r o l 

8 i t . 

9 So my p o i n t here i s t h a t we d r i l l e d t h i s 

10 w e l l t o 6 f e e t i n t o t h e bott o m sand t h a t i t 

11 p e n e t r a t e d w i t h 10-pound b r i n e . We had no gas i n 

12 t h i s w e l l bore o t h e r t h a n t r i p gas u n t i l we got i n t o 

13 t h e C Sand, and we d i d have a show i n the C Sand. 

14 Vie changed o u t t o t h e mud program t o 13.3 pounds o i l 

15 and m ud . 

16 Q. I f y o u had had a show i n e i t h e r t h e A t o k a 

17 o r t h e A Z o n e , w o u l d y o u h a v e had t o c h a n g e t o mud 

18 a t t h a t p o i n t ? 

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

20 Q. And how w o u l d y o u know y o u n e e d e d t o do 

2 1 t h a t ? 

22 A . W e l l , i t comes t o see y o u , as we s a y ; t h e 

23 g a s K i c k . I w o u l d n ' t have w a n t e d t o h a v e been t h e r e . 

24 Q. L e t ' s go t o E x h i b i t N o . 8, and I ' d a sk 

25 y o u t o i d e n t i f y t h i s , p l e a s e . 
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1 A. E x h i b i t No. 8 i s a s t r u c t u r e map 

2 c o n s t r u c t e d on t h e base o f the Atoka c a r b o n a t e . 

3 I t ' s the same p l a c e t h a t Mr. Di c e y p o i n t e d out i n 

4 h i s d i s c u s s i o n . I t ' s r i g h t above where the Atoka 

5 Sand i s d e v e l o p e d . 

6 T h i s map i s r e a l l y -- has not too much t o 

7 o f f e r , o t h e r than t h e f a c t t h a t i t shows you, i n 

8 t h i s p o r t i o n o f the P i t c h f o r k F i e l d , t h a t the 

9 s t r u c t u r a l l y h i g h e r p a r t i s back t o the n o r t h w e s t , 

10 and t h a t g o i n g t o th-2 east and the s o u t h e a s t , we 

11 c o n t i n u e t o d i p i n t o t h i s major f a u l t t h a t ' s on t h e 

12 e a s t s i d e o f the map over h e r e . 

13 We see no reason f o r a n o t h e r h i g h t o be 

14 out here or w h a t e v e r . I t ' s j u s t r e g i o n a l . I t ' s 

15 d i p p i n g o f f o f t b e f i e l d t o the e a s t . 

16 T h i s water i s h i g h . That i s n ' t a c t u a l l y 

17 a gas-water c o n t a c t . We t e s t e d water as h i g h as 

18 t h i s i n some o f the s e w e l l s , so the a c t u a l water 

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

20 around the f i e l d . 

21 Q. A l l r i g h t . L e t ' s move on t o E x h i b i t N o . 

22 9 . I ' d a sk y o u t o i d e n t i f y , f i r s t o f a l l , w h a t 

23 E x h i b i t 9 i s . 

24 A. E x h i b i t 9 i s an i s o p a c h map t h a t I made 

25 on the Atoka Reef. 
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1 Q. As we go t h r o u g h each of t hese zones, you 

2 m i g h t make a r e f e r e n c e t o the t y p e l o g and i n d i c a t e 

3 e x a c t l y where we are t a l k i n g a b o u t . 

4 A. Okay. I t ' s the t o p c a r b o n a t e , c o l o r e d 

5 red on the r i g h t s i d e o f t h i s t y p e l o g , t h e way i t ' s 

6 hanging over here ( i n d i c a t i n g ) . I t ' s j u s t above the 

7 Atoka Sand. 

8 Q. Would you go back now t o E x h i b i t 9, and, 

9 f i r s t o f a l l , I t h i n k , i d e n t i f y t h e b a s i c p a r a m e t e r s 

10 you used as you approached t h i s mapping e f f o r t ? 

11 A. Okay. F i r s t o f a l l , t h e p o r o s i t y i n t h i s 

12 area o f the f i e l d i n most of the f i e l d i s o n l y found 

13 i n two t o t h r e e w e l l s . I used a 6 - p e r c e n t p o r o s i t y 

14 c u t o f f , s i n c e i t was a c a r b o n a t e w i t h gas, and the 

15 c o n t o u r i n t e r v a l or i s o p a c h i n t e r v a l i s 10 f e e t . 

16 We have a l o t of n e g a t i v e c o n t r o l on 

17 p o r o s i t y i n a l l t h e s e w e l l s t h a t have zero f e e t o f 

18 p o r o s i t y . They have -- most of them have r e e f a l - t y p e 

19 c a r b o n a t e i n them, b u t no p o r o s i t y . 

20 So t h e s i z e and e x t e n t of t h i s r e e f i s 

21 b a s i c a l l y unknown a t t h i s t i m e . We had p l a n s t o 

22 t e s t the w e l l i n the n o r t h h a l f o f S e c t i o n 3, t r y t o 

23 use p r e s s u r e i n f o r m a t i o n t o h e l p us i n f i g u r i n g o u t 

24 how l a r g e t h i s i s , b u t i t d i d n ' t work o u t t h a t way. 

25 We d i d n ' t g e t t o do i t . 
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1 So this map is very generous, that I've 

2 f l i p - f l o p p e d t h e c o n t r o l I have i n t h e two w e l l s i n 

3 t h e n o r t h h a l f o f 3, f l i p - f l o p p e d them. They cover 

4 most o f t h e s o u t h h a l f o f S e c t i o n 34. And as you 

5 can see, i t shows v e r y l i t t l e t o n o t h i n g i n the 

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

7 Q. L e t ' s move on now t o E x h i b i t No. 10. I ' d 

8 ask you t o i d e n t i f y t h i s , p l e a s e . 

9 A. E x h i b i t No. 10 i s an i s o p a c h map o f t h e 

10 net Atoka Sand p o r o s i t y . 

11 Q. Where i s t h i s on the t y p e log? 

12 A. The Atoka Sand i s found r i g h t here 

13 ( i n d i c a t i n g ) . 

14 Q. T h at's the second shaded red area from 

15 the t o p o f t h i s ? 

16 A. T h at's c o r r e c t . 

17 Q. This sand produces i n each o f t h e w e l l s 

18 on t h i s p o r t i o n o f the P i t c h f o r k Ranch F i e l d t h a t 

19 are c o l o r e d s o l i d p u r p l e . 

20 The h a l f c i r c l e s were the w e l l s t h a t had 

21 shows when we d r i l l e d t h r o u g h i t . 

22 A c t u a l l y , we l a t e r had a program t o 

23 d e v e l o p t h i s Atoka Sand, and i t was w i t h Parker 

24 D r i l l i n g Company. 

25 We went back and e s s e n t i a l l y t w i n n e d --
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1 a l t h o u g h not a l l o f th e s e w e l l s are t w i n s , t h e y are 

2 a l i t t l e f u r t h e r a p a r t -- the w e l l s t h a t we 

3 o r i g i n a l l y had found gas i n . 

4 So, a t t h a t t i m e , i f we had f e l t l i k e --

5 and I m i g h t m e n t i o n t h a t a l l o f the Enron pe o p l e 

6 t h a t a re now w i t h M i d l a n d Phoenix were w i t h Enron a t 

7 t h a t t i m e . That would have been t h e t i m e t o 

8 recommend t o d r i l l an Atoka Sand w e l l n e x t t o t h i s 

9 Moore d r y h o l e i f someone f e l t s t r o n g l y enough t h a t 

10 i t was g o i n g t o produce over t h e r e . 

11 I t was not recommended, and we d i d not 

12 d r i l l i t a t t h a t t i m e . 

13 Q. Now, l e t me ask you, you've drawn a zero 

14 l i n e t h a t t r a v e r s e s t h e n o r t h -- i t s k i r t s around 

15 t h e n o r t h e a s t c o r n e r of s e c t i o n — n o r t h e a s t q u a r t e r 

16 o f S e c t i o n 34; i s t h a t c o r r e c t ? 

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

18 Q. I n p u l l i n g your zero l i n e t h a t f a r , you 

19 have p l a c e d the c o n t o u r over t h e zero i n t h a t f i e l d 

20 e n c o u n t e r e d i n t h e Moore No. 1. I s t h a t c o r r e c t ? 

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

22 Q. How does t h a t concur w i t h the way you 

23 t r e a t e d w e l l s i n which you d i s c o v e r e d zero n e t f e e t 

24 i n o t h e r s e c t i o n s o f f s e t t i n g t h e r e ? 

25 A. W e l l , t o the n o r t h I have i t p u l l e d away 
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1 f r o m i t . I n S e c t i o n 2 t o t h e s o u t h e a s t , I have i t 

2 a l m o s t t h r o u g h t h a t w e l l b o r e . 

3 B a s i c a l l y , i n t h i s p a r t o f t h e f i e l d , i t 

4 w o u l d - - i t ' s h a r d t o s a y . I c o u l d n ' t s ay f o r s u r e , 

5 b u t i t w o u l d t a k e 2 o r 3 f e e t o f r e a l l y good 

6 p e r m e a b l e s a n d t o p r o b a b l y g e t i n t o t n e r e s e r v o i r . 

7 Vie h a v e w e l l s on t h e w e s t s i d e o f t h e 

8 f i e l d w i t h 4 f e e t t h a t had no show and w o u l d n o t 

9 p r o d u c e . 

10 But I've been generous p u t t i n g t h i s zero 

11 l i n e t h r o u g h t h i s w e l l b o r e . The d i f f e r e n c e between 

12 t h e maps i n the c r o s s s e c t i o n t h a t were d i s c u s s e d 

13 t h i s m o r n i n g , I'm t a l k i n g about zero f e e t o f 

14 p o r o s i t y g r e a t e r than or e q u a l t o 8 p e r c e n t . i t had 

15 a t r a c e o f sand, as was b r o u g h t o u t , 1, 2, 3 f e e t of 

16 sand. 

17 Once a g a i n , we d r i l l e d i t w i t h 1 0 - p o u n d 

18 b r i n e . I t had no g a s . 

19 Q. M r . C h e r r y h o m e s , y o u a r e f a m i l i a r w i t h 

20 t h e map o f t h e A t o k a S a n d , E x h i b i t 2 1 , t h a t we 

21 d i s c u s s e d w i t h M r . D i c e y t h i s m o r n i n g ? 

2 2 A . Yes , s i r . 

23 Q. How does t h i s i n t e r p r e t a t i o n o f t h i s n e t 

24 A t o k a Sand c o m p a r e t o t h e i n t e r p r e t a t i o n s made by 

25 M r . D i c e y , M r . H o d g e s , and M r . B r o t e n when t h e y w e r e 
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1 employed by Enron? 

2 A. I f I can take a second h e r e , i t was 

3 b r o u g h t o u t t h i s m orning t h a t p r o b a b l y f o u r or f i v e 

4 d i f f e r e n t g e o l o g i s t s w i t h Enron HNG have mapped t h i s 

5 f i e l d a t one ti m e or a n o t h e r . 

6 Mr. Helms and I p u l l e d t o g e t h e r a f i e l d 

7 s t u d y s t a r t i n g i n October or November of 1988, and I 

8 b a s i c a l l y mapped almo s t a l l o f the sands, i f I 

9 d i d n ' t map a l l o f them, and I used maps t h a t Mr. 

10 Hodges, Mr. D i c e y , Mr. B r o t e n had helped t o make a t 

11 Enron, because I s t i l l c o n s i d e r e d t h e work, i n my 

12 e s t i m a t i o n , i s good work. 

13 Mymap here i s a m i r r o r image o f t h e m a p 

14 E x h i b i t 20 or 2 1 , as f a r as the i s o p a c h i n S e c t i o n 

15 34. I may have t r a c e d i t . 

16 Q. T h i s was p r e p a r e d p r i o r t o the t i m e t h a t 

17 t h i s m a t t e r became an i s s u e ? 

18 A. Y e s , s i r . 

19 Q. W o u l d y o u r e f e r t o E x h i b i t N o . 1 1 , p l e a s e ? 

20 A . ( W i t n e s s c o m p l i e s . ) 

21 Q. F i r s t o f a l l , i d e n t i f y t h i s e x h i b i t . 

22 A . O k a y . T h i s i s an i s o p a c h map o f t h e 

23 M o r r o w A Sand w h i c h i s t h e u p p e r — i t i s n ' t e x a c t l y 

24 t h e u p p e r m o s t . T h e r e i s t h e X S a n d , b u t i t p r o d u c e d 

25 i n one w e l l , I b e l i e v e , on t h e n o r t h w e s t s i d e o f t h e 
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1 Pitchfork, and it basically does not develop in the 

2 f i e l d . But t h i s i s the uppermost p r o b a o l y Morrow 

3 Sand t h a t c o v e r s a b i g p a r t o f t h e f i e l d . 

4 And as I mentioned b e f o r e , as you can see 

5 from my i s o p a c h , i t ' s headed b a s i c a l l y s l i g h t l y 

6 n o r t h e a s t t o the west a c r o s s t h e f i e l d . I t goes 

7 a c r o s s the c r e s t o f the f i e l d , t h i s sand r i g h t here 

8 ( i n d i c a t i n g ) . 

9 Q. R i g h t above i t on the t y p e l o g would be 

10 what? 

11 A. The X Sand. That's the one I m e n t i o n e d . 

12 Q. Where i s the S i n a t r a Sand? 

13 A. The S i n a t r a i s r i g h t here ( i n d i c a t i n g ) . 

14 Q. A l l r i g h t . L e t ' s go back now and l o o k a t 

15 t h e Morrow A. 

16 I ' d a sk y o u , b a s e d on y o u r s t u d y o f t h e 

17 a r e a , i f y o u can r e a c h any c o n c l u s i o n a b o u t t h e 

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

19 w e l l l o c a t i o n ? 

20 A . Y e s , s i r . I n my e s t i m a t i o n , s i n c e w e ' v e 

2 1 t e s t e d g a s and w a t e r i n b o t h o f t h e s e d r y h o l e s i n 

22 S e c t i o n 3 4 , I w o u l d n o t move d o w n d i p . I d o n ' t t h i n k 

23 I c o u l d c o n v i n c e my m a n a g e m e n t t o move d o w n d i p f r o m 

24 w a t e r and d r i l l a n o t h e r $2 m i l l i o n w e l l . 

25 I w o u l d say t h a t n e i t h e r M i d l a n d 
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1 P h o e n i x ' s l o c a t i o n or o u r l o c a t i o n - - I w o u l d be 

2 h a p p y i f i t d i d p r o d u c e , b u t I w o u l d n o t e x p e c t i t 

3 t o p r o d u c e . And I w o u l d n o t e x p e c t i t t o p r o d u c e i n 

4 t h e n o r t h e a s t q u a r t e r , s i n c e t h e r e i s a w e l l t h a t 

5 t e s t e d and had w a t e r . 

6 Q. A r e y o u r e a d y t o go t o E x h i b i t N o . 12? 

7 A . Y e s , s i r . 

8 Q. Could you i d e n t i f y t h a t , p l e a s e ? 

9 A. E x h i b i t No. 12 i s an i s o p a c h map o f t h e 

10 Warren-Como Sand. I t ' s u s i n g a p o r o s i t y c u t o f f o f 

11 g r e a t e r than or e q u a l t o 8 p e r c e n t . The i s o p a c h 

12 i n t e r v a l i s a 1 0 - f o o t i s o p a c h i n t e r v a l . 

13 This sand i n t h e Warren No. 1 and 3 No. 1 

14 i n the s o u t h e a s t c o r n e r of S e c t i o n 3 i s one o f t h e 

15 c l e a n e s t Morrow Sands t h a t I have seen i n t h e 

16 P i t c h f o r k F i e l d . 

17 U n f o r t u n a t e l y , i t has been found i n v e r y 

18 few w e l l s . I t i s commingled i n a w e l l way over on 

19 the sou t h w e s t s i d e o f the f i e l d , an Amoco w e l l . I t 

20 took 14-pound per g a l l o n mud w e i g h t t o c o n t r o l i t 

21 when we d r i l l e d i t i n the Warren W e l l . 

22 The Page 3-1 has 3 f e e t , and t h e r e i s a 

23 w e l l or two o t h e r w e l l s t h a t may have 2 or: 3 f e e t , 

24 b u t t h a t ' s b a s i c a l l y i t . I have not t h a t much 

25 c o n t r o l . 
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1 I've t r e n d e d i t l i k e I have based on a 

2 d r y h o l e i n t h e n o r t h h a l f o f S e c t i o n 11 t h a t had a 

3 1 5 - f o o t f l a r e , gas f l a r e . I f e e l l i k e i t ' s p r o b a b l y 

4 on the edge o f t h i s sand. 

5 So w i t h no more c o n t r o l , I ' v e l a i d i t i n 

6 t h e r e l i k e t h i s . I t c o u l d go a n o t h e r way. 

7 Q. Do you see a n y t h i n g t h a t woula suggest i t 

8 would be p r o d u c t i v e under S e c t i o n 34? 

9 A. No, I d o n ' t . 

10 Q. Would you now go t o E x h i b i t No. 13 and 

11 i d e n t i f y E x h i b i t No. 13, pl e a s e ? 

12 A. E x h i b i t No. 13 i s a s t r u c t u r e map I 

13 c o n s t r u c t e d on t o p o f t h e S i n a t r a Sand, and the 

14 c o n t o u r i n g i s a hundred f e e t , and t h i s i s a p r i m a r y 

15 o b j e c t i v e a t our l o c a t i o n . 

16 Q. What i s b a s i c a l l y t h e s i g n i f i c a n c e o f t h e 

17 s t r u c t u r e i n the S i n a t r a - M o r r o w Zone? 

18 A. Once a g a i n , I'm showing t h e r e l a t i o n s h i p 

19 of w e l l s and t h a t you are d i p p i n g back o f f t o the 

20 east . 

21 W a t e r has b e e n t e s t e d , f o r i n s t a n c e , i n 

22 t h e w e l l i n S e c t i o n 2 a n d , b a s i c a l l y , o t h e r t h a n t h e 

23 c o l o r s y m b o l s h e r e t h a t show t h e w e l l s t h a t p r o d u c e 

24 o u t o f t h e S i n a t r a , t h a t ' s r o u g h l y i t . 

25 Q. L e t ' s now go t o Ex h i D i t No . 1 4 . 
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1 I ' d ask you t o f i r s t i d e n t i f y what 

2 i n t e r v a l you are t a l k i n g about and then show where 

3 i t i s l o c a t e d on the t y p e l o g . 

4 A. Okay. E x h i b i t No. 14 i s the — i s an 

5 i s o p a c h map o f t h e combined S i n a t r a Sands. And i n 

6 p a r t s of the f i e l d , you can d i v i d e the sand i n t o two 

7 b o d i e s , an upper and a lower sand. 

8 B a s i c a l l y , the lower sand i s the one t h a t 

9 i s so p r o l i f i c . The s o l i d orange c i r c l e s show w e l l s 

10 t h a t are p r o d u c i n g , two o f them i n S e c t i o n 3. I ' l l 

11 p o i n t i t o u t . I t ' s t h i s sand r i g h t here 

12 ( i n d i c a t i n g ) . 

13 As you can see, t h i s must have been t a k e n 

14 t o make t h i s c o m p o s i t e l o g from a w e l l i n S e c t i o n 10, 

15 maybe. I t ' s one sand body, i n p l a c e s . 

16 Q. Mr. Cherryhomes, when you say " t h i s sand 

17 r i g h t h e r e , " on the ty p e l o g the y a re i d e n t i f i e d oy 

18 name? 

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

20 Q. L e t ' s go t o E x h i b i t No . 1 4 , and I ' d a sk 

21 y o u t o r e v i e w w h a t i s d e p i c t e d on t h i s e x h i b i t . 

22 A . Once a g a i n , t h i s e x h i b i t shows a 

23 m e a n d e r i n g c h a n n e l - t y p e s and t h a t we h a v e a l o t o f 

24 w e l l s h e r e t h a t h a v e no u p p e r o r no l o w e r p o r o s i t y 

25 a t e i t h e r e n d . Y e t , we h a v e some w e l l s — one w e l l 
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1 i n the n o r t h h a l f o f S e c t i o n 3 has 18 f e e t o f lowe r 

2 S i n a t r a Sand. 

3 I f you l o o k back on the f i r s t e x h i b i t I 

4 had, you can see t h e c u m u l a t i v e p r o d u c t i o n . I t ' s a 

5 v e r y p r o l i f i c w e l l . 

6 The w e l l i n the s o u t h e a s t q u a r t e r a l s o 

7 has been a good w e l l , and i t ' s p r o d u c i n g o u t o f t h e 

8 S i n a t r a Sand. 

3 Moving up t o S e c t i o n 34, the w e l l i n the 

10 s o u t h w e s t q u a r t e r I m e n t i o n e d a w h i l e ago, i t has 8 

11 f e e t of t o t a l S i n a t r a Sand p o r o s i t y , and i t ' s upper 

12 S i n a t r a Sand. 

13 We r e a l l y have not much p r o d u c t i o n 

14 h i s t o r y on the upper sand. I t ' s been commingled, 

15 and i t ' s been t e s t e d w i t h water i n i t i n the lower 

16 p a r t s o f t h e f i e l d i n t h e f l a n k areas o f t h e f i e l d . 

17 I'm showing here t h a t t h i s i s about as 

18 generous an i n t e r p r e t a t i o n as I f e e l l i k e g i v i n g 

19 t h i s sand. And I show v e r y l i t t l e t o no commercial 

20 gas i n the 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 34. 

21 Q. When was t h i s e x h i b i t prepared? 

22 A. This e x h i b i t was p r e p a r e d January t h e 

23 19th o f t h i s y e a r . 

24 Q. At the t i m e i t was p r e p a r e d , were you 

25 aware o f any p l a n s f o r f u r t h e r development of 
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1 S e c t i o n 34? 

2 A . Fr om - -

3 Q. From M i d l a n d P h o e n i x ? 

4 A . N o , I was n o t , f r o m M i d l a n d P h o e n i x . 

5 Q. A l l r i g h t . L e t ' s v e r y b r i e f l y a d d r e s s 

6 w h a t has b e e n m a r k e d E x h i b i t N o . 1 5 . What i s t h a t ? 

7 A . E x h i b i t N o . 15 i s an i s o p a c h map o f t h e 

8 M o r r o w B Sand t h a t y o u can see on t h e t y p e l o g . 

9 I t ' s m a r k e d "B S a n d . " 

10 T h i s sand — one reason I have i t i n h e r e , 

11 i s t h a t i t has been commingled w i t h o t h e r sands i n 

12 o t h e r p a r t s o f the f i e l d , b ut i t does not produce as 

13 a s i n g l e sand anywhere i n the P i t c h f o r k . I t does 

14 e x h i b i t shows, and i t c o u l d be a p o t e n t i a l pay, b u t 

15 I do not r e a l l y e xpect i t t o be p r o d u c t i v e i n 

16 S e c t i o n 34. 

17 Q. L e t ' s go now t o E x h i b i t N o . 1 6 . W o u l d 

18 y o u i d e n t i f y t h a t , p l e a s e ? 

19 A . E x h i b i t N o . 16 i s a s t r u c t u r e map on t o p 

20 o f t h e M o r r o w C S a n d . T h i s has a c o n t o u r i n t e r v a l 

2 1 o f a h u n d r e d f e e t . 

22 Once a g a i n , i t m i r r o r - i m a g e s a l m o s t t h e 

23 o t h e r s t r u c t u r e maps t h a t w e r e mapped up h i g h e r i n 

24 t h e f i e l d . I t shows t h e w e l l s t h a t a r e p r o d u c i n g 

25 o u t o f t h e C Sand and t h e w e l l s t h a t have had shows 
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1 and have been p r o d u c t i o n t e s t e d b u t were 

2 u n s u c c e s s f u l . 

3 I f you l o o k a t a n o r t h - s o u t h l i n e b e i n g 

4 t h e west l i n e o f S e c t i o n s 27, 34, 3, t h e r e i s o n l y 

5 one w e l l t h a t i s p r o d u c i n g o u t of t h e C Sand e a s t of 

6 t h a t l i n e . I t ' s up i n S e c t i o n 27, and i t ' s j u s t 

7 b a r e l y a commercial w e l l . 

8 Do you see the d r y h o l e r i g h t t o t h e 

9 s o u t h e a s t of i t ? I t was t i g h t . I t made a maximum 

10 of v e r y l i t t l e gas on the t e s t . 

11 The two w e l l s i n S e c t i o n 34 were b o t h 

12 p r o d u c t i o n t e s t e d , as I went i n t o a l r e a d y e a r l i e r 

13 t o d a y , and the y were u n s u c c e s s f u l . 

14 We l l s t o the so u t h are t i g h t ; had gas 

15 shows, some o f them. 

16 But what I'm s a y i n g i s not a l l of these 

17 w e l l s can be blamed on t h e e n g i n e e r s and t h e i r 

18 c o m p l e t i o n t e c h n i q u e s . These w e l l s were t i g h t w i t h 

19 v e r y l i t t l e p e r m e a b i l i t y . And you can g e t a gas 

20 show or maybe i t w i l l come on s t r o n g i n i t i a l l y and 

21 d e p l e t e i n a day or two or t w e n t y days. I t ' s t i g h t . 

22 I t ' s not c o m m e r c i a l , and t h a t ' s my f e e l i n g s h e r e . 

23 The main reason I'm even d i s c u s s i n g t h i s 

24 i s i t i s not a p o t e n t i a l o b j e c t i v e i n my mind a t our 

25 l o c a t i o n or a t Mi d l a n d Phoenix's l o c a t i o n . You can 
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1 see t h a t t h i s i s j u s t d i p p i n g r i g h t on o f f t o the 

2 e a s t . 

3 Q. Based on your s t u d y of t h e Morrow C Sand, 

4 do you have an o p i n i o n as t o whether or not t h e r e 

5 are commercial r e s e r v e s under the n o r t h e a s t q u a r t e r 

6 o f S e c t i o n 34? 

7 A. No. Based on what we've a l r e a d y s a i d , I 

8 do not see -- i n my -- based on my i n t e r p r e t a t i o n 

9 and the way I f e e l , I see no commercial r e s e r v e s i n 

10 t he C Sand . 

11 Q. Now l e t ' s move t o E x h i b i t No. 17. I 

12 would ask you t o i d e n t i f y t h a t . 

13 A. Okay. T h i s i s an i s o p a c h map o f the 

14 Morrow C Sand, t h e one t h a t we j u s t l o o k e d a t the 

15 s t r u c t u r e map on. There i s no need b e l a b o r i n g the 

16 t e s t d a t a on the s e two w e l l s i n S e c t i o n 34. They 

17 were u n s u c c e s s f u l . 

18 We wer e n ' t i n the h a b i t o f w a l k i n g o f f 

19 and l e a v i n g gas r e s e r v e s . We l i k e t o make money, 

20 j u s t l i k e e verybody e l s e does. So I see no 

21 p o t e n t i a l i n S e c t i o n 34. 

22 Q. Now, i n your E x h i b i t s Nos. 6 t h r o u g h 17, 

23 have you mapped each zone t h a t you b e l i e v e c o u l d 

24 p o s s i b l y c o n t r i b u t e p r o d u c t i o n t o a w e l l i n the east 

25 h a l f o f S e c t i o n 34? 
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I have, with the exception of the 

2 W o l f c a m p p a y , w h i c h was c o m p l e t e d i n t h a t w e l l . 

3 Q. W e ' r e f o c u s i n g h e r e j u s t i n t h e A t o k a and 

4 t h e M o r r o w . 

5 Have you mapped a l l of those zones? 

6 A. Yes. 

7 Q. What c o n c l u s i o n s can you r e a c h from your 

8 work on t h i s area about t h e a b i l i t y o f the n o r t h e a s t 

9 q u a r t e r o f S e c t i o n 34 i n the Atoka and the Morrow t o 

10 c o n t r i b u t e r e s e r v e s t o a w e l l i n the e a s t h a l f of 34? 

11 A. I h o n e s t l y can say t h a t I d o n ' t see any 

12 p o t e n t i a l 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 34. 

13 Q. Do you have an o p i n i o n as t o which o f the 

14 proposed w e l l l o c a t i o n s i s most a p p r o p r i a t e f o r 

15 development of t h i s acreage? 

16 A. Yes, s i r , Enron's. 

17 Q. W h y i s t h a t ? 

18 A. I t ' s o f f s e t t i n g more c l o s e l y p r o d u c t i o n 

19 to the s o u t h . 

20 The S i n a t r a map shows t h a t we have a good 

21 s h o t a t making a S i n a t r a w e l l which produces i n t h e 

22 two w e l l s i n S e c t i o n 3. 

23 The Atoka Sand, as I've shown, we s h o u l d 

24 have around 8 f e e t of sand or p o r o s i t y i n our w e l l . 

25 I t may be drawn down p r e s s u r e w i s e , b u t i t c o u l d 
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1 s t i l l be a good amount o f gas t h e r e t h a t we can 

2 p r o d u c e . 

3 Q. Is the l o c a t i o n o f the proposed w e l l i n 

4 t h e Morrow F o r m a t i o n a s t a n d a r d l o c a t i o n ? 

5 A. Yes, s i r , i t i s . 

6 Q. Because o f the proposed unorthodox 

7 l o c a t i o n , i s t h e r e a s t a n d a r d l o c a t i o n i n the Atoka? 

8 A. No, t h e r e i s n ' t . 

9 Q. We.: a any o f the E x h i b i t s 6 t h r o u g h 17 or 

10 5 t h r o u g h 17 changed or i n any way a l t e r e d i n 

11 p r e p a r a t i o n f o r the h e a r i n g on these a p p l i c a t i o n s ? 

12 A. N o , s i r . 

13 Q. Were E x h i b i t s 5 t h r o u g h 17 p r e p a r e d by you? 

14 A. Y e s , s i r . 

15 MR. CARR: At t h i s t i m e , we move the 

16 a d m i s s i o n of Enron E x h i b i t s 5 t h r o u g h 17. 

17 CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 

18 E x h i b i t s 5 t h r o u g h 17 --

19 THE WITNESS: I ' d l i k e t o say one o t h e r 

20 t h i n g t o answer your q u e s t i o n . I b e l i e v e I d i d p a r t 

21 of the comp o s i t e l o g . I may not have. Someone i n 

22 our o f f i c e d i d , and t h e d r a f t s m a n f i n a l i z e d i t . 

23 MR. CARR: Have you r e v i e w e d i t and i s i t 

24 a c c u r a t e f o r purposes f o r which you employed i t 

25 today? 
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1 THE WITNESS: Yes. 

2 MR. CARR: We'd move a d m i s s i o n . 

3 CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , t h e y 

4 are a d m i t t e d i n t o e v i d e n c e . 

5 (Whereupon, ENRON EXHIBITS 5 

6 t h r o u g h 17 were a d m i t t e d i n t o e v i d e n c e . ) 

7 MR. CARR: That c o n c l u d e s my D i r e c t . 

8 CHAIRMAN LEMAY: Thank you, Mr. C a r r . 

9 Mr . Pad i l i a ? 

10 

1 1 C ROS S_ E XAMJ. N A T 10 N 

12 

13 BY MR. PADILLA: 

14 Q. Mr. Cherryhomes, when d i d you make a 

15 recommendation t o d r i l l a w e l l i n t h e s o u t h e a s t 

16 q u a r t e r o f S e c t i o n 34? 

17 A. I t was a f t e r we r e c e i v e d M i d l a n d 

18 Phoenix's p r o p o s a l . I b e l i e v e March t h e 2 7 t h . 

19 Q. Let me r e f e r you t o t h i s . We had marked 

20 t h i s M i d l a n d Phoenix E x h i b i t No. 15 ( i n d i c a t i n g ) . 

21 I w i l l ask you i f you know what t h a t 

22 e x h i b i t c o n t a i n s ? 

23 A. (Wit n e s s r e f e r s t o document.) Yes, s i r , 

24 I do. I d i d not make t h i s . The i n f o r m a t i o n t h a t I 

25 had — and Mr. Helms and I worked r e a l c l o s e on t h i s . 
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1 He took t h i s and put i t i n t o t h i s f o r m . I'm sure 

2 t h a t he d i s c u s s e d i t w i t h o t h e r people t o see which 

3 q u a r t e r t h a t we would p l a n t o do t h i s work i n . 

4 Q. Do you r e c a l l when you r e c e i v e d t he 

5 Mi d l a n d Phoenix a p p l i c a t i o n f o r compulsory p o o l i n g 

6 or t h e i r f i r s t p r o p o s a l t o d r i l l i n t h e n o r t h e a s t 

7 h a l f o f S e c t i o n 34? 

8 A. Do I r e c a l l i t ? Yes, s i r , I do. 

9 Q. A b o u t w h a t t i m e was t h a t ? 

10 A . I ' m n o t f o r s u r e w h e t h e r M a r c h 22nd was 

11 t h e f i r s t p r o p o s a l o r t h e s e c o n d p r o p o s a l . I t was 

12 t h e f i r s t , 1 g u e s s . Our l e t t e r was d a t e d M a r c h t h e 

13 2 2 n d . I b e l i e v e t h a t was t h e u n o r t h o d o x l o c a t i o n . 

14 Q. Your t e s t i m o n y a t t h e D i v i s i o n H e a r i n g 

15 was t h a t y o u had p r e p a r e d a s t u d y t h a t i n c l u d e d a 

16 f o u r - v o l u m e t e s t w h i c h i n c l u d e d t h i s s c h e d u l e , was 

17 i t n o t ? 

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

19 Q. And t h a t was done January of 1989? 

20 A. I f you l o o k on my maps, my p a r t o f t h e 

21 s t u d y , I a c t u a l l y s t a r t e d i n e i t h e r October or 

22 November — I w i l l say November of 1988 --

23 c o m p i l i n g my maps. And by c o m p i l i n g my maps, I 

24 c o m p i l e d work t h a t had been done by my f r i e n d s h e r e . 

25 We a l l worked t o g e t h e r . So I r e a l l y f i n i s h e d most 
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1 o f my maps i n J a n u a r y o r by e a r l y J a n u a r y , I b e l i e v e , 

2 o f 19 8 9. 

3 Q. I s i t f a i r t o say t h a t t h i s E x h i b i t No. 

4 15 was a s c h e d u l e t h a t E nron had p r e p a r e d f o r f i e l d -

5 w i d e w o r k o v e r p l a n s or d r i l l i n g p l a n s f o r t h e 

6 P i t c h f o r k F i e l d ? 

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

8 Q. I s n ' t i t t r u e t n a t i n J a n u a r y , 1 9 8 9 , you 

9 nad p l a n s f o r t h e e a s t h a l f o f S e c t i o n 34? 

10 A. Yes, s i r , we had p l a n s , b u t we had n o t 

11 f i n a l i z e d what we p l a n n e d t o do a t t h a t t i m e , o t h e r 

12 t h a n we needed t o p i c k t h e a c r e a g e up w h i c h we had 

13 a l l o w e d t o e x p i r e . 

14 Q. Were you g o i n g t o c o m b i n e t n e n o r t h e a s t 

15 q u a r t e r w i t h t h e s o u t h e a s t q u a r t e r i n f i g u r i n g a 

16 p r o r a t i o n u n i t you p r o p o s e d f o r t h e e a s t h a l f ? 

17 A. No, b e c a u s e we had n o t f i n a l i z e d or even 

18 knew where our l o c a t i o n m i g h t be. 

19 I n f a c t , we had p l a n n e d t o do some 

20 r e m e d i a l work i n some n e a r b y w e l l s b e f o r e we p l a n n e d 

21 t o even p u r s u e d r i l l i n g a n o t h e r w e l l i n S e c t i o n 34. 

22 C. What was t h e p u r p o s e o f y o u r s t u d y , Mr . 

23 C h e r r y h o m e s ? 

24 A. I t was back t h r o u g h f r o m — I was 

25 i n v o l v e d i n a l l t h e s e w e l l s t h a t HNG Enron d r i l l e d , 
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1 and we were G r i l l i n g so f a s t and i n o t h e r a r e a s a l s o 

2 t h a t , h o n e s t l y , we had n o t made c o m p l e t e maps on 

3 e v e r y f o r m a t i o n i n t h i s f i e l d . 

4 And i t was b r o u g h t t o o u r a t t e n t i o n by 

5 our h i g h e r management t h a t t h i s was one o f t h e e i g h t 

6 m a j o r f i e l d s t h a t we h a d , and t h a t i t was a shame 

7 t h a t we had n o t made a f i e l d s t u d y o f t h i s t o make 

8 d a r n s u r e we h a d n ' t o v e r l o o k e d s o m e t h i n g or come up 

9 w i t h w o r k o v p r s o r maybe nev.' l o c a t i o n s . And t h a t ' s 

10 why --

11 Q. I s n ' t i t t r u e t h a t p o s s i b l y as a r e s u l t 

12 o f t h i s s t u d y , y c u had o v e r l o o k e d t h e east, h a l f o f 

13 S e c t i o n 34? 

14 A. i have n e v e r o v e r l o o k e d i t . I had 

15 c h a l k e d t h e n o r t n e a s t q u a r t e r o f f a l o n g t i m e ago. 

16 Q. Hy q u e s t i o n was was t h e e a s t h a l f o f 

17 S e c t i o n 34, Mr. C h e r r y h o m e s . I d i d n ' t say t h e 

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

19 A. O v e r l o o k e d i t ? 

2 0 Q. Y e s , s i r . 

2 1 A. No, we had a c r e a g e . We s t i l l have 

22 a c r e a g e i n t h e s o u t h e a s t q u a r t e r . 

2 3 C . Why w o u l d t h i s r e d r e c t a n g l e h e r e n o t 

24 i n c l u d e o n l y t h e s o u t h e a s t q u a r t e r ? 

25 A. I t h i n k I e x p l a i n e d t h a t i n the.-' p r e v i o u s 
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n e a r i n g t h a t we a r e VJ i l l i n g t o pay f o r l e a s e s f o r 

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

t o keep t h i s f r o m h a p p e n i n g a g a i n . 

Q. Were you g o i n g t o v o l u n t a r i l y , i f you had 

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

q u a r t e r i f you had o b t a i n e d t h o s e l e a s e s ? 

A . I d i d n o t make t h a t d e c i s i o n i n i t i a l l y . 

But once we r e c e i v e d a l o c a t i o n f r o m M i d l a n d P h o e n i x , 

we had 3 0 d a y s t o g i v e them an a n s w e r . 

And when we p u t a l l o f our f a c t s t o g e t h e r , 

i t j u s t r e m i n d e d u s , once a g a i n , t h a t we d i d n o t 

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

o u g h t t o s h a r e t n e gas t h a t ' s c o m i n g o u t o f t h e 

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

Q. Would Enron have a g r e a t e r p o s i t i o n had 

i t had t h e n o r t h e a s t q u a r t e r , i f i t had o b t a i n e d 

t h o s e l e a s e s i n t n e n o r t h e a s t q u a r t e r ? 

A. We w o u l d have had g r e a t e r l e a s e p o s i t i o n 

i n t h e s e c t i o n . I s t h a t what you mean? 

Q. Yes, s i r . 

A . S u r e . 

Q . And i n t h e e i i S t h a l f o f S e c t i o n 34? 

A. W e l l , i f we l e a s e d i t , we'd have c o m p l e t e 

c o n t r o l . 

Q. I s i t y o u r t e s t i m o n y t h a t Enron w o u l d 
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1 have c u t i t s e l f o u t o f t h e n o r t h e a s t q u a r t e r had i t 

2 o b t a i n e d t h o s e l e a s e s ? 

3 A. T h a t ' s what we're h e r e u n d e r o a t h s a y i n g 

4 t o d a y , t h a t we do n o t b e l i e v e t h e r e i s c o m m e r c i a l 

5 gas i n t h e n o r t h e a s t : q u a r t e r . 

6 £ • T h a t ' s n o t t h e q u e s t i o n I'm a s k i n g y o u , 

7 Mr. C h e r r y h o m e s . I'm a s k i n g w h e t h e r Enron w o u l d 

8 have v o l u n t a r i l y c u t i t s e l f o u t o f t h e n o r t h e a s t 

y q u a r t e r o f S e c t i o n 34? 

10 A. Y o u ' l l have t o c a l l Mr. H o g l u n d i n 

11 H o u s t o n f o r t h a t . I c 3 n 1 t answer t h a t . 

12 Q. Who i s Mr. H o g l u n d ? 

13 A . He's t n e C h a i r m a n o f our o i l ana gas 

14 company. 

15 I d o n ' t make the -- what I'm s a y i n g i a — 

j .. and I'm n o t t r y i n g t o be i n any way s m a r t -- I c a n ' t 

17 make t h a t d e c i s i o n . I know what I w o u l c recommend 

18 t o them. 

19 Q . You h -) d w e e k l y m e e t i n g s e v e r y T u e s d a y , 

20 d i d you n o t , c o n c e r n i n g t h e a p p l i c a t i o n f o r 

21 c o m p u l s o r y p o o l i n g t n a t was f i l e d by M i d l a n d P h o e n i x . 

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

23 A. I no l o n g e r a t t e n d m e e t i n g s . I ' v e been 

24 l o w e r e d t o a l e v e l t h a t — we've had Monday m e e t i n g s , 

2 5 Tuesday m e e t i n g s . We have a l o t o f m e e t i n g s i n our 
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1 o i l company. 

2 Q. You t e s t i f i e d a t t h e h e a r i n g — 

• A. You a r e c o r r e c t . 

4 0• -- t h a t you had Tuesday m o r n i n g m e e t i n g s ? 

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

6 Q. D u r i n g t h o s e m e e t i n g s d i d you d i s c u s s 

7 d e v e l o p i n g a l l o f t h e e a s t h a l f o f S e c t i o n 34? 

8 A. No. We n e v e r r e a l l y d i s c u s s e d i t u n t i l 

9 we g o t t h e M i d l a n d P h o e n i x p r o p o s a l and t h a t k i n d o f 

10 j a c k e d us up t o g e t s o m e t h i n g d o n e . 

11 Q. L e t me ask y o u , t h e l e f t r e c t a n g l e t h e r e 

12 t h a t s t a t e s " D e p l e t e A t o k a SD," what does t h a t mean. 

13 I t ' s on t h e t h i r d l e v e l , I g u e s s . 

14 A. Okay. I see what you mean, i n t h e Page 

15 3-2. I t ' s t h e o n l y -- t n a t ' s one o f t h e A t o k a t w i n 

16 w e l l s . T h a t ' s t h e o n l y pay we have i n -- no, I'm 

17 sorry. That's the one with tne lease in the Vaca. 

1 P W e wo u1 a atplete the Atoka Sana . 

19 Mr. Helms i s t h e one t h a t s h o u l d be 

20 a n s w e r i n g t n a t . 

21 Q. I. e l l , how w o u l d you d e p l e t e t i i e s a n d , t h e 

22 A t o k a Sand? 

23 A. I t n e v e r has been n e a r l y as good a w e l l 

24 a s , s a y , t h e 3 4 - 1 . But we j u s t p r o d u c e d i t u n t i l we --

25 Q. Mr. C h e r r y n o m e s , I'm a l i t t l e c u r i o u s 
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1 h e r e , because I d o n ' t u n d e r s t a n d . 

2 A r e n ' t you t a l k i n g a b o u t t h e e a s t h a l f o f 

3 34 i n t h i s l a s t s e c t i o n o f t h e r e c t a n g l e s ? 

4 A. E v a l u a t e t n e d r i l l i n g l o c a t i o n ? 

5 Q. V.e 11 , y e s , s i r , t h e l e f t r e c t a n g l e r i g h t 

6 b e l o w t n e minus s i g n . 

7 A. Uo, t h a t w e l l i s i n S e c t i o n 3. I t ' s t h e 

8 w e l l j u s t -- i t ' s t h e w e l l i n t h e n o r t h h a l f o f 

9 S e c t i o n 3. 

10 Q. I s e e , so t h a t Page 3-2 i s t h e w e l l 

11 i t s e l f ? 

12 A. Y e s , s i r . 

13 Q. I t ' s n o t a r e f e r e n c e t o a page i n y o u r 

14 s t u d y or a n y t h i n g ? 

15 A. On , no , t h a t ' s a w e l l , t n e Page 3 No. 2. 

16 See t h e g r e e n b l o c k r i g h t above i t ? 

17 Q. Y e s , s i r . 

18 A. T h a t ' s t h e same t h i n g . Page 3 No. 2 i s a 

19 we 1 1 . 

2 0 Q. Were t h e s e w e l l s i n t n e P i t c h f o r k 34 

21 d e p l e t i n g 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 34? 

2 2 A. P a r d o n me? I m i s s e d t h e f i r s t . I d i d n ' t --

23 Q. Was t h e P i t c h f o r k 34 i n t h i s Page 3-2 

24 d e p l e t i n g t h e A t o k a F o r m a t i o n ? Were t h e y d e p l e t i n g --

25 A. The A t o k a Sand gas? 
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STATE OF NEU MEXICO > 
) 

COUNTY OF SANTA FE ) 

REPORTER'S CERTIFICATE 

1, P a t r i c i a Lou O ' B r i e n , 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 o f t h e f i r m SANTA FE DEPOSITION SERVICE, 

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

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

were r e c o r d e d by tne o r under my s u p e r v i s i o n . 

Dated at SANTA FE, NEW MEXICO, this 2±h 

day o f ,1939. 

P a t r i c i a Lou O'Brien 
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 

My Commission E x p i r e s : 
F e b r u a r y 16, 1990 
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1 Q. Yes. 

2 A . A l l o f t h e w e l l s t h a t we d r i l l e d a r e 

3 d e p l e t i n g t h e A t o k a gas o u t o f t h e s a n d , y e s . 

4 T h a t ' s why we went back and had our. i n - f i e l d 

5 d r i l l i n g p r o g r a m . 

6 Q. When was a d e c i s i o n mace by Enron t o 

7 c o n f i g u r e t h e s o u t h e a s t q u a r t e r f o r t h e A t c k a 

8 F o r m a t i o n ? 

9 A . I t was d u r i n g t h e e v a l u a t i o n o f M i d l a n d 

10 P h o e n i x ' s p r o p o s a l . 

11 Q. Was t h a t e v a l u a t i o n , w o u l d t h a t 

12 e v a l u a t i o n have been t h e same had Enron o b t a i n e d t h e 

13 n o r t n e a s t q u a r t e r o f S e c t i o n 34? 

14 A. I a n s w e r e d t h a t w h i l e ago. I d o n ' t know. 

15 Q. You d o n ' t know? 

15 A. No. 

17 Q. Do you nave a g u e s s or an e s t i m a t e as t o 

18 what t h a t e v a l u a t i o n w o u l d have b e e n , as a p r u d e n t 

19 o p e r a t o r ? 

20 A. My r e c o m m e n d a t i o n w o u l d nave been t h e 

2 1 same as I ' v e recommended h e r e , and s o m e t i m e s my 

22 r e c o m m e n d a t i o n i s l i s t e n e d t o and s o m e t i m e s i t i s n ' t . 

23 So I c a n n o t answer f o r management. 

24 Q. You a c t u a l l y recommenced f r o m t h e v e r y 

2 5 b e g i n n i n g a s o u t h e a s t q u a r t e r p r o r a t i o n u n i t ? 
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1 A. 1 recommended a s o u t h - h a l f or I j o i n e d i n 

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

3 h a l f p r o r a t i o n u n i t , y e s . 

4 Q. T h a t was o n l y a f t e r a l l t h e m e e t i n g s t h a t 

5 you had c o n c e r n i n g t h e M i d l a n d P h o e n i x a p p l i c a t i o n ? 

6 A. I t was as a r e s u l t o f e v a l u a t i n g t h a t 

7 p r o p o s a l . 

S Q. You d o n ' t t h i n k much o f t h e Morrow 

9 F o r m a t i o n i n S e c t i o n 34, do you? 

10 A . Mr. Pac i l i a , 1 r e a l l y d o n ' t . I w i s h I 

11 c o u l d . The C Sand, as has been m e n t i o n e d b e f o r e , 

12 may p o s s i b l y have been damaged i n t h e P i t c h f o r k 3 4 - 1 . 

13 Q. Why a r e you r e c o m m e n d i n g t h e s o u t h - n a i f 

14 p r o r a t i o n u n i t f o r t h e Morrow? 

15 A. M i d l a n d p h o e n i x , i n t h e p r e v i o u s h e a r i n g --

16 I c o u l d n ' t f i g u r e o u t f o r s u r e . Mr. D i c e y s a i d one 

17 t i m e i t was t h e A and 3 Sand and t n e n t h e A and C 

18 Sana. And t n e n l a t e r on i n h i s t e s t i m o n y , i t was 

19 t h e C Sand and e v e r y t h i n g e l s e was s e c o n d a r y . 

20 C . But you have a c t u a l l y two r e c o m m e n d a t i o n s , 

21 one w i t h r e g a r d t o t h e A t o k a and one w i t h r e g a r o t o 

22 t h e M o r r o w . I s n ' t t n a t c o r r e c t ? 

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

24 Q. You a r e s t i l l w i l l i n g t o d r i l l a Morrow 

25 w e l l ; i s t h a t c o r r e c t ? 
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1 A. T h a t ' s c o r r e c t . T h a t ' s c o r r e c t . Vie f e e l 

2 l i k e t h e S i n a t r a Sand -- based on t h o s e two r e a l 

3 good w e l l s i n S e c t i o n 3, s h o u l d we g e t a w e i l l i k e 

4 t h a t , i t w i l l pay f o r t h a t w e l l o v e r and o v e r a g a i n . 

5 Q. And t h a t w e l l i s b a s i c a l l y t h e same 

6 l o c a t i o n as t h e M i d l a n d P h o e n i x l o c a t i o n ; i s n ' t t h a t 

7 c o r r e c t ? 

8 A. I t ' s t n e same one as t h e u n o r t h o d o x 

9 l o c a t i o n t h e y t u r n e d i n f i r s t . 

10 Q. I s t h e r e any d i f f e r e n c e i n y o u r mind or 

11 o p i n i o n w i t h r e g a r d t o 199 0 f r o m t h e s o u t h ( s i c ) ana 

12 t h e 66 0 f r o m t h e s o u t h as f a r as t h e Morrow i s 

13 c o n c e r n e d ? 

14 A . I b e l i e v e i t ' s 1980. 

15 Q. Oh, 1980 f r o m t h e s o u t h and --

16 A. Oh, t h e r e s u r e i s . 

17 Q. Where can you show me t h a t t h e r e i s such 

18 a d i f f e r e n c e ? 

19 A. On t h e At OKa Sand i s a good p l a c e . 

20 Q. I'm a s k i n g c o n c e r n i n g t h e Morrow 

21 F o r m a t i o n . 

2 2 A. The Morrow? 

2 3 Q . Yes, s i r . 

24 A. T h e r e i s no S i n a t r a i n t h e Moore, and I 

25 b e l i e v e i f you l o o k a t t h e maps, you can s e e . I 
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1 don't believe I -- I don't rememoe;: how many feet 

2 t h a t I have mapped t h r o u g h t h e i r l o c a t i o n . I can 

3 c h e c k . 

4 ( W i t n e s s r e f e r s t c d o c u m e n t s . ) I show 5 

5 f e e t -- a n d , o f c o u r s e , t h a t ' s i n t e r p r e t i v e --

6 t h r o u g h M i d l a n d P h o e n i x ' s l o c a t i o n , and I show 17 

7 f e e t t h r o u g h o u r l o c a t i o n o f S i n a t r a — Morrow, 

8 t h a t ' s M orrow. 

9 Q . How a b o u t Morrow C Sand? 

10 A. I t i s n ' t an o b j e c t i v e i n o u r m i n d . The 

11 o n l y r e a s o n we're d r i l l i n g t h r o u g h i t i s s o m e t h i n g 

12 c o u l d happen when we're g o i n g t h r o u g h t h e D Sand. 

13 Q. You d i d n ' t b o t h e r , b e t w e e n t h e t i m e o f 

14 t h e l a s t n e a r i n g and t h i s h e a r i n g , t o t r y and f i g u r e 

15 o u t w h e t h e r t h e Morrow Zone may be p r o d u c t i v e ? 

16 A. I a l r e a d y nave t h a t f i g u r e d o u t . 

17 Q. You d i d n ' t do a c r o s s s e c t i o n o f t h a t 

18 a r e a , d i d you? 

19 A. No . 

20 Q. The o n l y t n i n g you have i s a t y p e l o g ; i s 

2 1 t h a t c o r r e c t ? 

2 2 A. No, I h a v e maps. 

23 Q. I u n d e r s t a n d t h a t , b u t --

24 A. I have a c r o s s s e c t i o n h a n g i n g on my w a l l 

25 i n t h e o f f i c e . 
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1 Q. Why d i d n ' t you b r i n g t h a t t o t h i s h e a r i n g , 

2 Mr. C h e r r y h o m e s ? 

3 A. Because i t was n o t n e e d e d . 

4 Q. You based y o u r maps on c h a t c r o s s s e c t i o n ? 

5 A. I oased my maps on Mr. D i c e y ' s c r o s s 

6 s e c t i o n s t h a t he had made two o r t h r e e y e a r s ago and 

7 t h a t a r e E n r o n ' s p r o p e r t y and on my c r o s s s e c t i o n s 

8 t h a t I ' v e made. I d o n ' t need c r o s s s e c t i o n s h e r e . 

9 Mr. D i c e y made t h e c r o s s s e c t i o n s when he 

10 was a t E n r o n , most o f them. 

11 Q. Did you base y o u r E x h i b i t No. 9 on Mr. 

12 D i c e y ' s c r o s s s e c t i o n ? 

13 A. No . 

14 Q. How d i e you base y o u r E x n i b i t No. 9? 

15 A. I f l i p - f l o p p e d i t . You have 4 f e e t -- i s 

16 t h a t t n e A t o k a Reef? 

17 Q. T h a t ' s t h e A t o k a Reef. 

18 A. Okay. I ' v e g o t i t r i g h t n e r e . I f l i p -

19 f l o p p e d i t . T h a t ' s a g e o l o g i c a l t e r m . T h e r e ' s n o t 

2 0 enough c o n t r o l t o know w h i c h d i r e c t i o n t h a t t h a t 

21 goes r i g h t now. 

22 Q. W o u l d n ' t i t be — i f y c u d o n ' t know, 

23 w o u l d n ' t i t be f a i r s i m p l y t o draw y o u r s t r u c t u r e 

24 s m a l l e r ? 

25 A. T h i s i s an i s o p a c h map,. 
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Q . W e l l , an i s o p a c h , w h a t e v e r ? 

A. W e l l , you c o u l c d r a w i t any way you 

w a n t e d t o , as l o n g as you h o n o r e d che d a t a f r o m 

t h e s e two w e l l b o r e s . 

Q. Are you h o n o r i n g t h a t w e l l d a t a ? 

A. Yes, I am, t o my e s t i m a t i o n . 

Q. What w e l l c o n t r o l do you have i n S e c t i o n 

3 5? 

A. No c o n t r o l . You s e e , t h o s e a r e d a s h e d , a 

dashed i s o p a c h means I d o n ' t know //here i t g o e s . I f 

you l o o k back t o t h e w e s t , t h e y a r e s o l i d . I f e l t a 

l i t t l e more c o n f i d e n t . 

Q. So you have a l o t o f a r t i s t i c l i c e n s e 

w i t h r e g a r d t o t h i s ? 

A. E x a c t l y r i g h t . I t ' s a j e r y l i b e r a l 

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

C. W e r e n ' t you v e r y l i b e r a l on a l o t o f y o u r 

maps? 

A. T h a t m i g h t De y o u r o p i n i o n . 

Q. I'm t r y i n g t o --

A. I f e e l l i k e I t r i e d t o s t i c k c l o s e l y t o 

t h e c o n t r o l I had . 

Q. You used t h e word i n y o u r t e s t i m o n y 

" g e n e r o u s " ? 

A . T h a t ' s c o r r e c t . 
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1 Q. You were generous to yourself, is that 

2 c o r r e c t , and Enron? 

3 A , Yes. I t ' s i n t e r p r e t i v e . I t ' s no more 

4 g e n e r o u s t h a n Mr. D i c e y 1 s map o f t h e c h a n n e l map 

5 t h a t he showed t h i s m o r n i n g . 

6 Q. I s n ' t y o u r l o c a t i o n s i m p l y based on a 

7 c l o s o l o g y ( s i c ) or t r y i n g t o g e t c l o s e r t o t h e w e l l 

8 i n S e c t i o n 3? 

9 A. I'm a s t o c k h o l d e r i n E n r o n , and I ' l l g e t 

10 as c l o s e as I can g e t t o a p r o d u c i n g w e l l as l o n g as 

11 i t ' s l e g a l . 

12 g. I f you a r e a s t o c k h o l d e r i n S e c t i o n — i f 

13 you a r e a s t o c k h o l d e r o f E n r o n , can you c o n t r o l t h e 

14 e n t i r e e a s t h a l f -- y o u w o u l d want t o d e d i c a t e t h e 

15 e n t i r e e a s t h a l f , w o u l d n ' t you? 

16 A. I w o u l d n ' t . 

17 Q. You w o u l d c u t y o u r s e l f o u t o f t h e 

18 n o r t n e a s t q u a r t e r ? 

19 A. T h a t ' s what we p r o p o s e d i n t h e s e two 

20 h e a r i n g s we've gone t o . 

21 Q. You d o n ' t own any l e a s e s t h e r e a t t h i s 

22 t i m e , do you? 

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

24 Q. I'm a s k i n g you t o assume t h a t you own t h e 

2 5 l e a s e s . You t r i e d t o o b t a i n them; i s n ' t t h a t 
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1 correct? 

2 A . We t r i e d t o g e t t h e rr b a c k . 

3 Q. Would y o u r d e c i s i o n be t h e same i f you 

4 owned t h o s e l e a s e s ? 

5 A. I ' l l t e l l you what I base t h i s o n . 

6 You've a s k e d me t h i s now n i n e or t e n t i m e s . 

7 I go a l o n g w i t h 3 2 0 - a c r e p r o r a t i o n u n i t s 

8 i n New M e x i c o b e c a u s e t h e y a r e oased on p r o d u c t i v e 

9 h i s t o r y , as l o n g as t h e r e ' s n o t a $2 m i l l i o n d r y 

10 h o l e d r i l l e d on t h a t p r o r a t i o n u n i t , w h i c h we 

11 d r i l l e d i n t h e n o r t h e a s t q u a r t e r . 

12 My management w o u l d p r o o a b l y have me o u t 

13 on t h e s t r e e t i f I recommended d r i l l i n g a n o t h e r 

14 n o r t h e a s t q u a r t e r l o c a t i o n . 

15 Q. Mr. C h e r r y h o m e s , nave you e v e r 

16 recommended r e - e n t e r i n g o t h e r w e l l s ? 

17 A. I n t h i s f i e l d ? 

18 Q. No, a n y w h e r e e l s e . 

19 A . S u r e . 

20 Q. Were t h o s e w e l l s d r y o r i g i n a l l y ? 

21 A. You a r e m a k i n g up a h y p o t h e t i c a l 

22 s i t u a t i o n . 

2 3 Q. W e l l , I am. I a m . 

24 You p r o f e s s t o oe an e x p e r t , and I'm 

25 a s k i n g you t h a t as an e x p e r t w i t n e s s . 
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A. I d o n ' t b e l i e v e I s a i d I was an e x p e r t 

t o d a y . Did I ? 

Q. You a r e . As f a r as I know, you a r e an 

e x p e r t g e o l o g i s t , Mr. C h e r r y h o m e s . 

A. 1 d o n ' t know what you a r e t r y i n g t o g e t 

t o . You a r e n o t g o i n g t o make me in a d , i f t h a t ' s 

w h a t you a r e t r y i n g t o d o . 

Q. I'm n o t t r y i n g t o make you mad. I am 

s i m p l y a s k i n g w h e t h e r you e v e r made r e c o m m e n d a t i o n s 

t o r e - e n t e r d r y h o l e s ? 

A. I c a n n o t name one t h a t I h a v e . 

Q. Have you d r i l l e d a s t e p - o u t f r o m a d r y 

n o 1 e ? 

A. Yes. I h a v e n ' t . Enron h a s . 

Q. D i d you make t h a t r e c o m m e n d a t i o n ? 

A. No — I d o n ' t know w h e t h e r I d i d or n o t . 

I d o n ' t know where you a r e t a l k i n g a b o u t . I n 

P i t c h f o r k or where? Edcy c o u n t y ? Lea C o u n t y ? 

L o u i s i a n a ? 

Q. I t ' s n o t u n u s u a l t o e x p l o r e f i e l d s t h a t 

have a l r e a d y been d r i l l e d , i s i t ? 

A. T h a t ' s why we d i d t h i s s t u d y , t o l o o k a t 

u p n o l e p o t e n t i a l i n e v e r y w e l l b o r e . And based on 

t h a t s t u d y , we have now recommended two more 

l o c a t i o n s i n t h e P i t c h f o r k , one o f w h i c h w i l l be 
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1 s p udded t h e m i d d l e o f S e p t e m b e r , and t h e o t h e r one 

2 we d o n ' t know a b o u t y e t . 

3 Q. And t n a t s t u d y i n c l u d e d some 

4 r e c o m m e n a a t i o n or some p l a n t o a c q u i r e t h e e n t i r e 

5 e a s t n a i f ; i s n ' t t h e t c o r r e c t ? 

6 A. I b e l i e v e I s a i d t h a t two or t h r e e t i m e s , 

7 y e s . 

8 MR. PADILLA: I b e l i e v e t h a t ' s a l l I h a v e . 

9 CHAIRMAN LEMAY: Thank y o u , Mr. P a d i l l a . 

10 A d d i t i o n a l q u e s t i o n s o f t h e w i t n e s s ? 

11 MR. CARR: None. 

12 CHAIRMAN LEMAY: I ' v e g o t a c o u p l e h e r e . 

13 

14 ^nhtii^ii^a 

15 

16 BY CHAIRMAN LEMAY: 

17 Q. I s i t t r u e t h a t t h e o n l y good A t o k a w e l l 

18 i s t h a t w e l l i n S e c t i o n 34, t h e A t o k a Sand w e l l , or 

19 a r e t h e r e any o t h e r s ? 

20 A. I t d e p e n d s on what you c a l l a good A t o k a 

21 w e l l . T h a t w e l l , Mr. Lemay, t h e r e a s o n i t was 

22 c o m p l e t e d so e a r l y i n t n e l i f e o f t h i s f i e l d -- and 

23 t h a t w e l l was p r o b a b l y a b o u t t h e f i f t h or s i x t h w e l l 

24 t h a t we d r i l l e d . And had we been s u c c e s s f u l i n t h e 

25 Morrow C on t h o s e , we w o u l d s t i l l be p r o d u c i n g o u t 
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1 o f t h a t . I say t h a t b ecause t h a t w o u l d nave been 

2 what w o u l d have h a p p e n e d . 

3 We were u n s u c c e s s f u l , and i t may have 

4 been due t o d r i l l i n g t o o h e a v y mud i n t h a t 

5 p a r t i c u l a r w e l l . We had n o t f i n a l i z e d t h e way we 

6 d i d t h i n g s ac t n e t i m e . We were w o r k i n g on i t h a r d . 

7 But anyway, t o answer y o u r q u e s t i o n , t h a t 

8 has been a v e r y good w e l l . I t p r o d u c e d two or t h r e e 

9 y e a r s a t l e a s t b e f o r e we t w i n n e d t n e s e o t h e r w e l l s . 

10 And when we d i d , we c o u l d see a p r e s s u r e d r awdown. 

11 Q. What's t h e p r e s s u r e i n t h e r e now? Do you 

12 have any i n f o r m a t i o n on t h a t ? 

13 A. Mr. Helms d o e s . 

14 Q. T h a t ' s f i n e . I ' l l ask h i m . 

15 A. Okay. 

16 Q. The two w e l l s i n S e c t i o n 34, i s i t 

17 p o s s i b l e t h a t t h e r e c o u l d be some f o r m a t i o n damage 

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

19 t h e Morrow Sand? 

2 0 A. D e f i n i t e l y i n t a e P i t c h f o r K 34. I c o u l d 

21 n o t a r g u e one -- i n f a c t , I t h i n k t n a t was t h e 

22 g e n e r a l f e e l i n g . 

23 You know, i n any o f f i c e t h e g e o l o g i s t and 

24 t h e e n g i n e e r s b i c k e r w i t h each o t h e r b u t w i n d up 

25 g e t t i n g a l o n g p r e t t y w e l l . 
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I think we as geologists had a tendency 

2 t o Dlame p o o r c o m p l e t i o n s a l o t o f t i m e s on t h e 

3 e n g i n e e r s when i t may n o t have been t h a t . I t may 

4 have been t i g h t or w h a t e v e r , you know. So, t o 

5 answer y o u r q u e s t i o n , we c o u l d have damaged t h e 

6 Morrow i n t h e P i t c h f o r k 34. Not so i n t h e 

7 Q. How a b o u t Morrow F o r m a t i o n , d i d t h e y m i s s 

8 t h e c i r c u l a t i o n i n t h e Morrow? 

9 A. I b e l i e v e t h e r e was a l i t t l e b i t l o s t , 

10 b u t t h e key t o t h i s w h o l e t h i n g i t ' s k i n c o f l i k e 

11 a i r d r i l l i n g i n S u t t o n C o u n t y , T e x a s . When you a i r 

12 d r i l l a w e l l , when you h i t a gas zone , you g e t a 

13 f l a r e , ano you can a l m o s t e s t i m a t e how good t h e w e l l 

14 i s g o i n g t o be by t h e l e n g t h o f t h e f l a r e . 

15 T h i s w e l l we t r i e d t o d r i l l i n b a l a n c e or 

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

17 and you r e a l l y know i t when you g e t a good show. 

18 And we saw a b s o l u t e l y n o t h i n g t h a t r e a l l y l o o k e d 

19 good u n t i l we g o t i n t o t h e C Sand. And t h e n we 

20 d i s p l a c e d t h e b r i n e w i t h t n e o i l - b a s e d mud a t t h a t 

2 1 t ime . 

22 But we p r o d u c t i o n - t e s t e d i t , and c o u l d 

23 n o t make a w e l l . I n my e s t i m a t i o n , t h e p e r m e a b i l i t y 

24 has g o t t e n w orse i n t h e e a s t e r n p a r t o f t h e f i e l d i n 

25 t h e C Sand, f o r s u r e . 
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1 Q. I s i t p o s s i b l e t h a t t h e r e c o u l d be some 

2 f o r m a t i o n damage, t h a t ' s why t h e c o m p l e t e a t t e m p t 

3 was u n s u c c e s s f u l i n t h e Moore? 

4 A. I c o u l d n ' t say t h a t t h e r e was. I mean, I 

5 c o u l d n e v e r say t h e r e ' s n o t some damage, y c u know, 

6 d r i l l i n g t h e Morrow s e c t i o n . 

7 I n my e s t i m a t i o n , I w o u l d say no i n t h e 

8 Moore. I d o n ' t f e e l l i k e i t was damaged. 

9 CHAIRMAN LEMAY: Thank you v e r y much. 

10 A d d i t i o n a l q u e s t i o n s o f t h e w i t n e s s ? 

11 (iJo r e s p o n s e . ) 

12 CHAIRMAN LEMAY: None. You maybe e x c u s e d . 

13 CHAIRMAN LEMAY: L e t ' s t a k e a 1 0 - m i n u t e 

14 r e c e s s . 

15 ( W h e r e u p o n , there/ was a b r i e f 

16 r e c e s s t a k e n . ) 

17 CHAIRMAN LEMAY: We s h a l l r e s u m e . 

18 Mr. C a r r ? 

19 MR. CARR: May i t p l e a s e t n e C o m m i s s i o n , 

20 a t t h i s t i m e , we'd l i k e t o c a l l Mr. B i l l y Helms. 

2 1 

2 2 L W j ^ _ H E L M 5 J F ̂  

23 The w i t n e s s h e r e i n , a f t e r h a v i n g 

24 oeen f i r s t d u l y s w o r n upon h i s o a t h , was 

25 e x a m i n e d and t e s t i f i e d as f o l l o w s : 
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1 

2 DIRECT EXAMINATION 

4 13 Y M R . C A R R : 

5 Q . Would you s t a t e y o u r l u l l name f o r t h e 

6 r e c o r d , p l e a s e ? 

7 A . L. W. Helms, J u n i o r . 

8 Q. Mr. Helms, 'where do you r e s i d e ? 

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

10 Q. By whom a r e you e m p l o y e d and i n what 

11 c a p a c i t y ? 

12 A. Enron O i l & Gas as a P r o j e c t P r o d u c t i o n 

13 E n g i n e e r . 

14 Cj • 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 n e 

15 O i l C o n s e r v a t i o n D i v i s i o n , had y o u r c r e d e n t i a l s as a 

16 p e t r o l e u m e n g i n e e r a c c e p t e d and made a m a t t e r o f 

17 r e c o r d ? 

IS A. Yes. 

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

20 f i l e d by M i d l a n d P h o e n i x and by Enron i n t h e c a s e s 

21 t n a t a r e c o n s o l i d a t e d h e r e t o d a y f o r h e a r i n g ? 

2 2 A. Yes. 

23 Q . Are you f a m i l i a r w i t h t h e a r e a -which i s 

24 t h e s u b j e c t o f t h e s e h e a r i n g s ? 

2 5 A . Yes. 
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1 MR. CARR: Are t h e w i t n e s s ' s 

2 q u a l i f i c a t i o n s a c c e p t a b l e ? 

3 CHAIRMAN LEMAY: i l l s q u a l i f i c a t i o n s a r e 

4 a c c e p t a b l e . 

5 BY MR. CARR: 

6 Q. Mr. Helms, w o u l d y c u i d e n t i f y f o r t h e 

7 C o m m i s s i o n what has been marked as Enron E x h i b i t No. 

8 18 ? 

9 A. I t ' s an AFE t h a t has been p r e p a r e d f o r 

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

11 o f T l , 484, 4 21.00 . 

12 Q. Were you p r e s e n t t h i s m o r n i n g when Mr. 

13 S t i n s o n t e s t i f i e d ? 

14 A. Yes, s i r , I was. 

15 Q. And you c o n c u r w i t h him t n a t t h i s AFE i s 

16 s u b s t a n t i a l l y b e l o w t h e AFE p r o p o s e d by M i d l a n d 

17 P h o e n i x ? 

18 A . Y e s , s i r . 

19 Q. Were t n e d i f f e r e n c e s i n t h o s e f i g u r e s as 

20 s t a t e d by Mr. S t i n s o n , i . e . , a d i f f e r e n c e i n c a s i n g 

21 s i z e ana a l s o a 10 p e r c e n t c n a r g e f o r c o n t i n g e n c i e s , 

22 do you c o n c u r t n a t t h o s e a r e t h e b a s i c d i f f e r e n c e ? 

2 3 A. Yes. 

24 Q. Why d i d Enron n o t put. c o n t i n g e n c i e s i n 

25 t h e i r AFE? 

1 A ~) I 
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1 A. Enron has o p e r a t e d a p p r o x i m a t e l y 34 w e l l s 

2 i n t h i s i m m e d i a t e a r e a . And w i t h t h e e x p e r i e n c e 

3 t h a t we've had i n t h i s a r e a , we d i d n ' t f e e l l i k e 

4 a d d i n g t h e c o n t i n g e n c i e s on t o p o f what we f e l t we 

5 c o u l d d r i l l t h e w e l l f o r was n e c e s s a r y . 

6 Q. I n t n e M i d l a n d P h o e n i x AFE, a 7 - 5 / f i t h s 

7 c a s i n g i s p r o p o s e d ? 

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

9 0 . I n y o u r o p i n i o n , i s t h e use o f 7 - 5 / 8 t h s 

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

11 A. I t can be d o n e , b u t 7 - i n c h c a s i n g i s t h e 

12 n o r m a l p r o c e d u r e i n t h i s a r e a and has been p r o v e n t o 

13 be a d e q u a t e . 

14 C. Do you b e l i e v e t n a t by u s i n g a l a r g e r 

15 c a s i n g , t h e 7-5/8 t h s c a s i n g , as o p p o s e d t o a 7 - i n c h 

I f i c a s i n g , you c a n , i n f a c t , g e t a o e t t e r cement j o o or 

17 a c c o m p l i s h any o t h e r t e c h n i c a l p u r p o s e ? 

18 A. No, s i r , I do n o t . 

19 Q. I n t n e AFE t h a t you have p r o p o s e d , do you 

20 o e l i e v e t h e t o t a l s c o n t a i n e d on t n a t AFE a r e i n l i n e 

21 w i t h what i s c h a r g e d by o t h e r o p e r a t o r s f o r s i m i l a r 

22 w e l l s i n t h e a r e a ? 

2 3 A. Ye s , s i r , I d o . T h e r e was — t h e most 

24 r e c e n t w e l l d r i l l e d i n t h e P i t c h f o r k Ranch F i e l d i s 

25 t h e P i t c h f o r k 10 F e d e r a l No. 1. ] t ' s o p e r a t e d by 
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M e r i d i a n , and i t had an AFE c o m p l e t e d c o s t o f 

£1,516,0 00.0 0. 

MR. CARR: May i t p l e a s ; t h e C o m m i s s i o n , 

a t t h i s t i m e we were g o i n g t o a d d r e s s t h e r i s k t h a t 

s h o u l d be a s s e s s e d a g a i n s t n o n - j o i n i n g i n t e r e s t 

o w n e r s i n t h i s p r o p e r t y . S i n c e we've s t i p u l a t e c 

w i t h Mr. P a d i l l a t h a t 200 p e r c e n t i s a p p r o p r i a t e , we 

VJ i 1 1 n o t a d d r e s s t h a t . T h a t was c o n t a i n e d , h o w e v e r , 

i n t h e r e c o r d o f t h e Exa m i n e r H e a r i n g . 

At t h a t t i m e , we a l s o p r e s e n t e d 

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

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

h e r e a g a i n t o o a y a r e $599.00 a month w h i l e p r o d u c i n g 

t h e w e l l and 5992 a month w h i l e d r i l l i n g t h e w e l l . 

A l l o f t h a t , a g a i n , i s c o n t a i n e d i n t h e r e c o r d o f 

t h e E x a miner H e a r i n g . 

BY MR. CARR: 

Q. Mr. Helms, w o u l d you j u s t i d e n t i f y 

E x h i b i t No. 19? 

A. E x h i b i t No. 19 a r e some j o i n t i n t e r e s t 

b i l l i n g s u m m a r i e s s u b m i t t e d on w e l l s i n w h i c h Enron 

O i l & Gas owns an i n t e r e s t ana a r e o p e r a t e d by o t h e r 

c om p a n i e s . 

Q. What i s t n e p u r p o s e o f t h a t e x h i b i t ? 

A. T h i s was t o i n d i c a t e t h a t t n e o v e r h e a d 
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1 r a t e s c h a r g e d by E n r o n O i l & Gas or recommended by 

2 Enron i n t h i s h e a r i n g were i n l i n e w i t h what was 

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

4 Q. And you a r e re c o m m e n d i n g t h a t t h e f i g u r e s 

5 of 599 a month and 5992 oe i n c o r p o r a t e d i n t o any 

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

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

8 Q. C o u l d you e x p l a i n t o t h e C o m m i s s i o n how 

9 you w o u l d recommend t n a t c o s t s be a l l o c a t e d b e t w e e n 

10 t h e A t o k a and Morrow Zone as t h o s e i n t e r e s t s w i l l be 

11 p o o l e d ? 

12 A. We recommended t h a t t h e o w n e r s , as t o t h e 

13 A t o k a , p a r t i c i p a t e as t o t h e i r i n t e r e s t i n t h e A t o k a . 

14 From b e l o w t h a t p o i n t , t n e owners i n t h e Morrow 

15 w o u l d p a r t i c i p a t e as t o t h e i r i n t e r e s t i n t h e Morrow. 

16 We a l s o a r e aware? o f some r e c e n t o r d e r s 

17 i s s u e d by t h i s C o m m i s s i o n p e r t a i n i n g t o some TXO 

18 O r d e r s , and t h e y s e t o u t an a l l o c a t i o n f o r m i n t h o s e 

19 O r d e r s . We w o u l d be a g r e e a b l e t o e i t h e r f o r m u l a as 

20 i t w o u l d p l e a s e t h e C o m m i s s i o n . 

21 Q. Enron i s r e q u e s t i n g t o be d e s i g n a t e d 

22 o p e r a t o r o f t h e w e l l i n t h e s o u t h e a s t q u a r t e r o f 

2 3 S e c t i o n 34 ? 

2 4 A. Yes. 

2 5 Q. Do you b e l i e v e a p e n a l t y s h o u l d be 
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1 imposed on the production from t h i s well? 

2 A . No, I do n o t . 

3 Q. I n t e r m s o f a p e n a l t y , I ' d l i k e t o 

4 a d d r e s s w i t h you t h e A t o k a . 

5 C o u l d you e x p l a i n t o t h e C o m m i s s i o n why 

6 you recommended no p e n a l t y i n t h e A t o k a ? 

7 A. M a i n l y , t h e A t o k a Bank Zone i s y e t 

8 u n p r o v e n . I t ' s t h e same d i s t a n c e — t h i s p a r t i c u l a r 

9 w e l l w o u l d be t h e same d i s t a n c e f r o m a common 

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

11 p r o d u c t i v e i n t h e same zone. So t h a t i f we imposed 

12 a p e n a l t y on t h i s w e l l , i t w o u l d n o t have t h e same 

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

14 c o m p e t i t i o n w i t h a w e l l t o t h e s o u t h . T h a t ' s why we 

15 were r e c o m m e n d i n g no p e n a l t y . 

16 Q. I s t h e w e l l t o t h e s o u t h t h e Page No. 3 

17 W e l l ? 

18 A. Page 3, No. 2; t h a t ' s c o r r e c t . 

19 Q. I f a p e n a l t y f o r d r a i n a g e o c c u r r e d , w o u l d 

2 0 i t be e n f o r c e d t o t h e Page W e l l w h i c h i s n o t 

21 p e n a l i z e d ? 

2 2 A. Y e s , s i r . 

23 C. . I f a p e n a l t y was imposed by t h i s D i v i s i o n 

24 Decause o f t h e s h o r t a c r e a g e i n t h e n o n - s t a n d a r d 160 

25 A t o k a u n i t , what k i n d o f p e n a l t y w o u l d you recommend? 
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1 A. I t w o u l d be an a c r e a g e f a c t o r . I t w o u l d 

2 be, b a s i c a l l y , i f we had 160 a c r e s and 3 2 0 - a c r e 

3 n o r m a l s p a c i n g f o r a p r o r a t i o n u n i t , i t w o u l d be 5C 

4 p e r c e n t o f t h e d e l i v e r a b i l i t y o f t h e w e l l . 

5 Q. How do you recommend t h e d e l i v e r a b i l i t y 

6 be e s t a b l i s h e d ? 

7 A. On a s e m i - a n n u a l d e l i v e r a b i l i t y t e s t . 

8 Q. 'Were E x h i b i t s 18 and 19 c o m p i l e d by you? 

9 A. E x h i b i t Ho. 18 i s an AFE p r e p a r e d by our 

10 D r i l l i n g S u p e r i n t e n d e n t . 

11 E x h i b i t No. 19 shows j o i n t i n t e r e s t 

12 s u m m a r i e s t h a t I p u l l e d t o g e t h e r . 

13 Q. Have you r e v i e w e d t h e s e and can you 

14 t e s t i f y t h a t t h e y ' r e a c c u r a t e ? 

15 A . Yes. 

16 MR. CARR: At t h i s t i m e , we w o u l d move 

17 t h e a d m i s s i o n o f Enron E x h i b i t s IS and 19. 

18 CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 

19 E x h i b i t s 18 and 19 w i l l oe a d m i t t e d i n t o t h e r e c o r d . 

20 ( W h e r e u p o n , ENRON EXHIBITS 18 

21 and 19 were a d m i t t e d i n t o e v i d e n c e . ) 

22 MR. CARR: Th a t c o n d u c e s my D i r e c t 

23 E x a m i n a t i o n . 

24 CHAIRMAN LEMAY: Thank y o u , Mr. C a r r . 

2 5 Mr. Pad i 1 1 a? 

SANTA FE D E P O S I T I O N S E R V I C E 
1 4 ^ 7 P A S E O n R P R R A f. T A a t J T J P P W F W M F V - /- n i c n c \ o o o / c A O 



185 

1 

3 

4 3 Y MR. PADILLA: 

5 Q. Mr. Helms, how many AFE's have you 

6 p r e p a r e d f o r t h e P i t c h f o r k F i e l d ? 

7 A. AFE's? Q u i t e a t e w ; y e s , s i r . 

8 Q. Were t h e y u n d e r t h e a i r e c t i o n o f Mr. 

9 S t i n s o n ? 

10 A. .No, s i r , n o t t h e AFE's t h a t I have 

11 p r e p a r e d . 

12 Now, t h e AFE's t h a t I ' v e p r e p a r e d have 

13 been n o t f o r t h e d r i l l i n g o f t h e w e l l s . I n e v e r 

14 have p r e p a r e d an AFE f o r t h e d r i l l i n g o f a w e l l i n 

15 t h e p i t c h f o r k Ranch F i e l d . 

16 Q. At t n e l a s t h e a r i n g , you p r o p o s e d or 

17 recommended t h a t no p e n a l t y be a s s e s s e d a g a i n s t 

18 Enron f o r t n e s o u t h e a s t q u a r t e r p r o r a t i o n u n i t ? 

19 A. Y e s , s i r . 

2 0 0• What m o t i v a t e d y o u r change t o a 5 0 

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

2 2 now? 

23 A. We're s t i l l n o t r e c o m m e n d i n g a p e n a l t y . 

24 We're s t i l l r e c o m m e n d i n g t h a t we have no p e n a l t y . 

25 0. ^nd t h a t ' s s t r i c t l y on t h e o a s i s t h a t 
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1 y o u ' r e 660 f e e t f r o m t h e l e a s e l i n e ? 

2 A. Yes, s i r . We a r e t h e same d i s t a n c e f r o m 

3 a common b o u n d a r y i f a w e l l i s p o t e n t i a l l y 

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

5 Q. Who a r e you o f f s e t t i n g t o t h e s o u t h ? 

6 A. I t ' s our -- Page 3 Com. No. 2 t h a t we 

7 o p e r a t e . 

3 Q. Are you an i n t e r e s t owner t o t h e s o u t h ? 

9 A. Yes, s i r , we a r e . 

10 Q. I s t h e o w n e r s h i p t h e same i n s e c t i o n — 

11 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 34 as i t i s i n 

12 S e c t i o n 3? 

13 A. No, t h e y a r e n o t . 

14 Q. Mr. Helms, r e g a r d i n g t h e AFE s u b m i t t e d by 

15 M i d l a n d P h o e n i x , i s i t y o u r o p i n i o n t h a t t h e AFE 

16 s u b m i t t e d by M i d l a n d P h o e n i x i s u n r e a s o n a b l e ? 

17 A. No, s i r , i t i s n o t . 

18 MR. PADILLA: T h a t ' s a l l I h a v e , Mr. 

19 C h a i r m a n . 

20 CHAIRMAN LEMAY: Thank y o u , Mr. P a d i l l a . 

21 A d d i t i o n a l q u e s t i o n s o f t h e w i t n e s s ? 

2 2 (No r e s p o n s e . ) 

23 CHAIRMAN LEMAY: W i t h n o t h i n g m o r e , he 

2 ̂  may be e x c u s e d . 

25 Do e i t h e r o f you have a n y t h i n g e l s e i n 
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1 t h e case? 

2 MP. CARR: O n l y a c l o s i n g s t a t e m e n t . 

3 CHAIRMAN LEMAY: We've g o t t i m e f o r a 

4 v e r b a l c o n c l u s i o n , i f you want t o make i t . Go a h e a d . 

5 MR. CARR: May i t p l e a s e t h e C o m m i s s i o n , 

5 as I t o l d y ou t h i s m o r n i n g , t h i s was a c o r r e l a t i v e 

7 r i g h t s c a s e . 

8 Enron a p p e a r s b e f o r e you t o d a y a s k i n g you 

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

10 r e s e r v e s u n d e r S e c t i o n 34. Ano what we a r e t a l k i n g 

11 a b o u t a r e r e s e r v e s t h a t we b e l i e v e a r e und e r o u r 

12 t r a c t . 

13 I f you l o o k a t t h e Morrow Zone, we have 

14 two c o n f l i c t i n g p r u d e n t a p p l i c a t i o n s . We s u b m i t t h e 

15 Enron a p p l i c a t i o n s t a n d s b e f o r e you i n a o e t t e r 

16 p o s t u r e f o r t h e s o u t h h a l f . 

17 I t h i n k i f you l o o k a t t h e t e c h n i c a l 

18 p r e s e n t a t i o n as t o t h e M o r r o w , t h e r e s e r v e s a r e 

19 t h e r e . We a r e p r o p o s i n g t o d e v e l o p a s t a n d a r d u n i t 

20 as w e l l as an o r t h o d o x a n d , we s u b m i t , o e t t e r 

21 l o c a t i o n . I t ' s on our own t r a c t . 

2 2 We have a l o w e r AFE, and we have 87 

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

24 Even e x c l u d i n g Mr. L a n d r e t n ' s m i n e r a l i n t e r e s t s , we 

25 have 8 7 - p l u s p e r c e n t o f t h e i n t e r e s t o wners who a r e 
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1 s u p p o r t i n g t h i s i n t e r c e s s i o n who a r e r e p r e s e n t e d 

2 t o d a y oy E n r o n . 

3 We s u b m i t t o you t h a t a p p l i c a t i o n s h o u l d 

4 be g r a n t e d . 

5 M i d l a n d P h o e n i x comes i n t o d a y p r o p o s i n g 

6 an e a s t - h a l f u n i t . We g e t t o t h e c r u x o f t h e w h o l e 

7 case when we s t a r t l o o k i n g a t t h a t , b e c a u s e we 

8 s u b m i t t o you t h e e a s t - h a l f u n i t i s h a l f 

9 n o n p r o d u c t i v e . We b e l i e v e t h e n o r t h e a s t q u a r t e r 

10 does n o t c o n t a i n c o m m e r c i a l r e s e r v e s . 

11 They want t o come i n . They want t o 

12 d e v e l o p t h e e a s t h a l f . They want t o p l a c e t h e w e l l , 

12 h o w e v e r , on t h e E n r o n - o p e r a t e d t r a c t . They have a 

14 h i g h e r AFE b e c a u s e t h e y a r e u s i n g l a r g e c a s i n g , 

IB s o m e t h i n g w h i c h i s new and has n e v e r been used by 

16 a n y one e l s e i n t h i s f i e l d . We s u b m i t t h a t s h o u l d n ' t 

17 be a l l o w e d . 

18 As t o t h e M o r r o w , we t h i n k when y c u w e i g h 

19 t h o s e f a c t o r s , i t i s c l e a r t h a t we s h o u l d be 

2 0 e n t i t l e d t o o p e r a t e t n e s o u t h - n a i f u n i t i n t h e 

21 Morrow and go f o r w a r d w i t h t h e d e v e l o p m e n t o f t h e 

22 s o u t h h a l f o f S e c t i o n 34. 

23 As I t o l d you e a r l i e r t o d a y , a t t h e end 

24 o f t h e day we w o u l d p r e s e n t one q u e s t i o n t o y o u , and 

25 h e r e i t i s : I s t h e n o r t h e a s t q u a r t e r p r o d u c t i v e ? 
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1 M i d l a n d P h o e n i x has a t t e m p t e d t o c r e a t e a 

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

3 n o r t h e a s t q u a r t e r . And t o do t h i s , t h e y have r e a l l y 

4 r e l i e d on two t h i n g s , w h e t h e r or n o t t h e Moore 34 

5 W e l l i s a d r y h o l e and w h e t h e r or n o t t h e g e o l o g i c 

6 i n t e r p r e t a t i o n s s t a n d . Those a r e t h e two t h i n g s we 

7 nave t o l o o k a t i n d e c i d i n g w h e t h e r or n o t t h e y have 

8 Deen a o l e t o d e v e l o p an a r g u m e n t t h a t w o u l d 

9 e s t a b l i s h c o m m e r c i a l r e s e r v e s . 

10 We s u b m i t t o you t h e y a r e a s k i n g you t o 

11 t a k e a d i s t o r t e d and u n r e a s o n a b l e v i e w o f t h e d a t a . 

12 The f a c t s , I t h i n k , a r e p r e t t y c l e a r . 

13 When t h i s p r o p e r t y was o r i g i n a l l y d e v e l o p e d by S t u 

14 M a r t i n , by Mr. S t i n s o n , by Mr. D i c e y , by Mr. 

15 C h e r r y h o m e s , by v i r t u a l l y e v e r y b o d y , t h ^ y n a d a 

16 common v i e w o f p r o p e r t y and i t was t h a t S e c t i o n 34, 

17 a f t e r t h e Moore 34 W e l l was d r i l l e d , w a s n ' t c a p a b l e 

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

19 q u a r t e r . 

2 0 We were i n a g r e e m e n t t h e n , b u t t h i n g s 

21 have c h a n g e d , n o t t n e u n d e r l y i n g g e o l o g i c or 

22 e n g i n e e r i n g p r o r a t i o n s ; t h e o w n e r s h i p has c h a n g e d . 

23 And f o l l o w i n g t h e o w n e r s h i p , we have 

24 f o u n d some renewed p e r c e p t i o n s . We have been a b l e 

25 t o r e c o n s t r u c t , w i t h t h e same m a t e r i a l f a c t s , 
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1 i n f o r m a t i o n w h i c h t a k e s t h e p r o d u c t i v e c a p a b i l i t y o f 

2 t h e n o r t n e a s t 3 4 and c a u s e s i t t o r i s e l i k e a 

3 p n o c n i x , p a r d o n t h e p u n , b u t i t d i d n ' t : show t h e s e 

4 t h i n g s b e f o r e . And t h e o n l y m a t e r i a l t h i n g t h a t has 

5 c hanged i s , i n f a c t , t n e o w n e r s h i p . 

6 We l o o k a t t n e Moore 34. Mr. B r o t e n 

7 comes up h e r e . He was a g e o l o g i s t i n v o l v e d a t t h e 

8 t i m e t h a t t h e 34 was d r i l l e d . He saw t h e mud l o g 

9 and g o t t h e d a t a r e p o r t s . He d i d n ' t , a t t h a t t i m e , 

10 s a y , "We've r u i n e d t h e f o r m a t i o n . We o u g h t t o go 

11 o u t when we a r e i n f i l l i n g t h e s e o t h e r w e l l s and 

12 i n f i l l t h e r e . " 

13 tie s a i d , "We d r i l l e d t h e w e l l and when we 

14 p u t mud i n t h e C z o n e , we r u i n e d t h e w e l l . " 

15 H i s t e s t i m o n y a l s o s a i d t n a t t h e 

16 d i s c o v e r y w e l l i n t h i s p o o l , t h e Madera 32 W e l l , was 

17 d r i l l e d w i t h a h e a v y mud. The mud g o t on t h a t 

18 f o r m a t i o n i n t h e M o r r o w , and d i d n ' t k i l l t h a t . I n 

19 f a c t , i t ' s a c o m m e r c i a l p r o d u c e r . 

20 The same i s t r u e o f t h e Madera 28 No. 1. 

21 The same i s t r u e o f t h e S i n a t r a - M o r r o w Sand and t h e 

2 2 Page Mo. 1. They w e r e n ' t am aged by t h e use o f t h e 

2 3 mud. 

24 B u t , f o r some r e a s o n , t h e Moore VJ e 1 1 can 

25 oe r e s u r r e c t e d b e c a u s e you can d i s c o u n t i t b e c a u s e 
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1 of t h e d r i l l i n g t e c h n i q u e s e m p l o y e d . 

2 We s u b m i t t o you t h a t t h e y a r e a s k i n g you 

3 t o t a k e a d i s t o r t e d and an u n r e a s o n a b l e v i e w o f t h e 

4 e v i d e n c e . 

5 We have one o t h e r t h i n g t h a t I t h i n k 

6 c l e a r l y e s t a b l i s h e s t h a t t n e p r e s e n t a t i o n o f Enron 

7 comes i n b e f o r e you i n a more' c r e d i b l e p o s t u r e . We 

8 d e v e l o p e d t h e s e maps w i t h t h e i r i n p u t l o n g b e f o r e 

9 t h i s d i s p u t e d e v e l o p e d . Our e v i d e n c e was d e v e l o p e d 

10 f o r t n e p u r p o s e o f p r o d u c i n g t h e o i l and gas t o be 

11 f o u n d i n S e c t i o n 34. 

12 Tne e v i d e n c e w a s n ' t c o n s t r u c t e d s i m p l y 

13 f o r t h e p u r p o s e o f c a r r y i n g t h e aay b e f o r e t h e O i l 

14 C o n s e r v a t i o n C o m m i s s i o n . 

15 We s u b m i t t o you when you w e i g h t h e s e 

16 t n i n g s , y ou a r e g o i n g t o f i n e on what we have 

17 p r e s e n t e d as Enron O i l & Gas i s t e c h n i c a l l y c o r r e c t , 

18 i t i s c r e d i b l e , n o t o n l y i n t e r m s o f what we have 

19 a r g u e d , b u t t h e t i m e f r a m e w i t h i n w h i c h i t was 

2 0 c r e a t e d and t h a t i f you a r e t o c a r r y o u t y o u r d u t i e s 

21 and p r o t e c t o u r c o r r e l a t i v e r i g h t s , g i v e us an 

22 o p p o r t u n i t y t o p r o d u c e our j u s t and f a i r s h a r e o f 

23 t h e r e s e r v e s t h a t a r e und e r o u r t r a c t , t h e n you have 

24 t o go w i t h u s . 

25 For i f you go w i t h t hem, you become t h e i r 
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1 p a r t n e r i n a d d i n g n o t h i n g t o s o m e t h i n g , d i v i d i n g i t 

2 by 2 and t h e r e b y t a k i n g i t f r o m u s . 

3 CHAIRMAN LEMAY: Thank y o u , Mr. C a r r . 

4 Mr. P a d i l l a ? 

5 MR. PADILLA: Mr. C a r r i s e x a c t l y r i g h t , 

6 members o f t h e C o m m i s s i o n . T h i s i s a case o f 

7 c o r r e l a t i v e r i g h t s . I t ' s a c a s e t o p r o t e c t t h e 

8 c o r r e l a t i v e r i g h t s o f t h e ow n e r s o f t h e n o r t h e a s t 

9 q u a r t e r . 

10 I t h i n k o ur E x h i b i t No. 15 t e l l s t h e 

11 w h o l e s t o r y i n s o f a r as i t a l l d e pends on whose goose 

12 i s g e t t i n g g o r e d . 

13 I'he s i m p l e t r u t h o f t h e m a t t e r i s t h a t 

14 M i d l a n d P h o e n i x has p a i d t h e l e a s e s i n t n e n o r t h e a s t 

15 q u a r t e r o f S e c t i o n 34 a f t e r Enron l e t them e x p i r e . 

16 They moved t o d r i l l a w e l l , and we have had n o t h i n g 

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

18 My c l i e n t s have t e s t i f i e d t h a t t h e y have 

19 been w i l l i n g t o d r i l l t h a t w e l l on t h e e a s t h a l f and 

20 d e d i c a t e t h a t w e l l . And, f o r some r e a s o n or o t h e r , 

21 Enron s i m p l y has n o t a g r e e d t o t h e d r i l l i n g o f t h e 

22 w e l l on t n e e a s t h a l f . 

23 The r e a s o n i s , we b e l i e v e , t h e P i t c h f o r k 

24 34 i n t h e s o u t h w e s t o f S e c t i o n 34 i s d r a i n i n g t h a t 

25 a c r e a g e , so wny d r i l l a w e l l , b u t f o r t h e 
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2 Once t h e a p p l i c a t i c n o f M i d l a n d P h o e n i x 

3 was made, t n e n , a l l o f a s u d d e n , t h e s l e e p i n g g i a n t 

4 woke up, and we have had p r o b l e m s e v e r s i n c e . 

5 Not once d i d t h e y make a c a l l o r t r y t o 

6 r e s p o n d t o t h e p r o p o s a l c f M i d l a n d P h o e n i x t o d r i l l 

7 a w e l l . They n e v e r s a i d t h e s o u t h e a s t q u a r t e r i s a 

8 o e t t e r l o c a t i o n . Tney d i d n ' t r e s p o n d t o t h a t . 

9 The way t h e y r e s p o n d e d was t o come back 

10 and s a y , "We're g o i n g t o f o r c e p o o l you i n t h e 

11 s o u t h e a s t q u a r t e r , and we're g o i n g t o l a y down 3 

12 p r o r a t i o n u n i t . " 

13 The w h o l e s t o r y , I t h i n k , i s a q u e s t i o n 

14 o f t h e o w n e r s h i p , as Mr. C a r r s a y s . I d o n ' t t h i n k 

15 t h a t you c o u l d b e l i e v e f o r a s e c o n d t h a t Enron w o u l d 

16 e x c l u d e t h e n o r t h e a s t q u a r t e r o f t h e s e c t i o n i f t h e y 

17 had o b t a i n e d t h o s e l e a s e s . 

18 We now have a b a t t l e o f g e o l o g y . We have 

19 v e r y c r e d i b l e w i t n e s s e s . The D i v i s i o n E x a m i n e r 

20 w e i g n e d t h i s e v i d e n c e b e f o r e t n e D i v i s i o n , made t h e 

21 r e c o m m e n d a t i o n . I t was based on s u b s t a n t i a l 

22 e v i d e n c e . 

23 We have t h e same, e s s e n t i a l l y t h e same 

24 p r e s e n t a t i o n t o d a y . That o r d e r t n a t was i s s u e d by 

2 5 t h e D i v i s i o n s h o u l d be u p h e l d by t h e C o m m i s s i o n . 
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1 There is simply notning that nas changed 

2 The o n l y t i l i n g new i s a t y p e l o g t h a t I 

3 t h i n k Mr. C h e r r y h o m e s f e l t c o m p e l l e d t o b r i n g 

4 b e c a u s e he had no c r o s s s e c t i o n s . By h i s own 

5 a d m i s s i o n he c r e a t e d some maps w h i c h he s a y s were 

6 g e n e r o u s t o t h e i r s i d e . 

7 Mr. D i c e y t e s t i f i e d t h a t t h e r e a s o n t h a t 

8 c r o s s s e c t i o n s a r e n e c e s s a r y i n t h i s c ase i s t o show 

9 t h e e x t e n t o f f o r m a t i o n s . E n r o n h a s n ' t shown t h a t 

10 k i n d o f t h i n g , o t h e r t h a n t o draw maps such as t h e i r 

11 E x h i b i t 9, w n i c h , by Mr. C h e r r y home's own a d m i s s i o n , 

12 has no w e l l c o n t r o l . 

13 The c r o s s s e c t i o n s c o n t r o l t h e maps t h a t 

14 M i o l a n d P h o e n i x p r e s e n t e d f o r y o u . 

15 But u l t i m a t e l y , you nave t o l o o k a t our 

16 E x h i b i t Nc. 15. Enron s i m p l y had t h e p l a n s t o 

17 d e v e l o p t h e e a s t h a l f and t h e e a s t r e g i o n . And f o r 

18 t h a t r e a s o n and f o r t h a t r e a s o n a l o n e , you nave t o 

19 d o u o t t h e c r e d i b i l i t y t n a t E nron b r i n g s t o t h i s c ase 

20 t o d a y as f a r as l a y - d o w n u n i t s and t h e u n i t 

21 c o m p r i s e d o f t h e s o u t h e a s t q u a r t e r f o r t h e A t o k a 

2 2 F o r m a t i o n . 

23 Enron d o e s n ' t t h i n k much o f t h e Morrow 

24 and y e t i s w i l l i n g t o d r i l l i n t h e Morrow F o r m a t i o n 

25 t h a t c o m p r i s e s t h e s o u t h h a l f o f t h e s e c t i o n . 
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1 So t h e c r e d i b i l i t y t h a t E nron b r i n g s h e r e 

2 t o d a y s i m p l y s h o u l d De c o n s i d e r e d by t h e C o m m i s s i o n 

3 i n m a k i n g i t s d e c i s i o n . B u t , u l t i m a t e l y , you have 

4 t o r e a c h a d e c i s i o n , and t h e d e c i s i o n o f t h e H e a r i n g 

5 E x a m i n e r o f t h e D i v i s i o n was a c c u r a t e and s u p p o r t e d 

6 by s u b s t a n t i a l e v i d e n c e . 

7 Than k you . 

8 CHAIRMAN LEMAY: Thank y o u , Mr. P a d i l l a . 

9 How a b o u t some s t a t e m e n t s i n t h e case? 

10 Mr . P e a r c e ? 

11 MR. PEARCE: I ' d l i v e d o c a l l t h e 

12 C o m m i s s i o n ' s a t t e n t i o n t o a l e t t e r d a t e d A u g u s t 1 0 t h 

13 o f 1989 f r o m Mr. James W. L y n n , V i c e - P r e s i d e n t o f 

14 P a r k e r D r i l l i n g Company. 

15 Th a t l e t t e r was a d d r e s s e d t o t h e D i v i s i o n 

16 and r e f e r e n c e d t n e c a s e . I t s h o u l d be i n t h e 

17 C o m m i s s i o n ' s case f i l e . I f n o t , I can g e t you 

18 c o p i e s o f i t . 

19 The l e t t e r on i t s f a c e shows c o p i e s g o i n g 

20 t o Mr. P a d i l l a and Mr. C a r r , a l s o . I f t h e y d o n ' t 

21 have i t , I ' l l g e t c o p i e s t o t h e m . 

22 I t g e n e r a l l y e x p r e s s e s P a r k e r D r i l l i n g ' s 

2 3 c o n c e r n s a b o u t E n r o n ' s p o s i t i o n and t h e i m p a c t i t 

24 may nave on P a r k e r ' s i n t e r e s t i n t h i s a r e a and t h e y 

25 oppose t h e n o n - s t a n d a r d p r o r a t i o n u n i t . 
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1 Thank you. 

2 CHAIRMAN LEMAY: Thank y o u , Mr. P e a r c e . 

3 Are t h e r e any o t h e r s t a t e m e n t s i n t h e 

4 case ? 

5 (No r e s p o n s e . ) 

6 CHAIRMAN LEMAY: I w o u l d l i k e t o r e q u e s t 

7 d r a f t o r d e r s t r o m b o t h a t t o r n e y s . 

8 W i t h t h a t , we w i l l t a k e t h e case u n d e r 

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

10 ( W h e r e u p o n , t h e n e a r i n g i n t h e 

11 above m a t t e r was a d j o u r n e d . ) 
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