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1 HEARING EXAMINER: I ' l l c a l l n e x t case, No. 

2 9781, which i s t h e a p p l i c a t i o n o f Oryx Energy Company 

3 f o r com p u l s o r y p o o l i n g , Eddy County, New Mexico. 

4 At t h i s t i m e I ' l l c a l l f o r appearances. 

5 MR. KELLAHIN: Mr. Examiner, my name i s Tom 

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

7 K e l l a h i n & Aubrey. I'm a p p e a r i n g on b e h a l f o f t h e 

8 a p p l i c a n t , and I have two w i t n e s s e s t o be sworn. 

9 HEARING EXAMINER: Are t h e r e any o t h e r 

10 appearances i n t h i s m a t t e r ? 

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

12 sworn. 

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

14 HEARING EXAMINER: You may be s e a t e d . 

15 Mr. K e l l a h i n ? 

16 MR. KELLAHIN: Thank you, Mr. Examiner. 

17 KEITH NELSON, 

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

19 upon h i s o a t h , was examined and t e s t i f i e d as f o l l o w s : 

20 DIRECT EXAMINATION 

21 BY MR. KELLAHIN: 

22 0- Mr. N e l s o n , f o r t h e r e c o r d , would you 

23 p l e a s e s t a t e your name and o c c u p a t i o n . 

24 A. My name i s K e i t h N e l s o n . I'm a p e t r o l e u m 

25 landman. 
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1 Q. Mr. Ne l s o n , on p r i o r o c c a s i o n s have you 

2 t e s t i f i e d b e f o r e t h e D i v i s i o n as a p e t r o l e u m landman? 

3 A. No, I have n o t . 

4 Q. Would you t a k e a moment and summarize f o r 

5 t h e examiner your e d u c a t i o n a l and employment 

6 expe r i e n c e ? 

7 A. Yes. I am a g r a d u a t e o f Kansas S t a t e 

8 U n i v e r s i t y i n t h e year o f 1977 w i t h a B.S. Degree i n 

9 Business A d m i n i s t r a t i o n . 

10 I have worked a t Amoco P r o d u c t i o n Company 

11 as a landman from 1980 t o 1982, have been employed by 

12 Oryx Energy Company and t h e i r successor-named Sun 

13 E x p l o r a t i o n P r o d u c t i o n Company s i n c e 1982 as a 

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

15 I n t h e a p p r o x i m a t e l y l a s t y e a r - a n d - a - h a l f , 

16 I ' v e worked as a p e t r o l e u m landman f o r Oryx Energy 

17 Company i n s o u t h e a s t New Mexico. 

18 Q. When d i d you f i r s t become i n v o l v e d on 

19 b e h a l f o f your company i n an e f f o r t t o c o n s o l i d a t e t h e 

20 acreage i n S e c t i o n 16 o f 18 Sou t h , 27 E a s t , i n o r d e r 

21 t o form a s p a c i n g u n i t on a v o l u n t a r y b a s i s f o r t h e 

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

23 A. Our i n i t i a l e f f o r t s began i n F e b r u a r y of 

24 1989. 

25 Q. And t h a t ' s when your e f f o r t s f i r s t began? 
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1 A. Yes . 

2 Q. Subsequent t o t h a t t i m e t h e n , have you made 

3 y o u r s e l f f a m i l i a r w i t h t h e o w n e r s h i p i n v o l v e d i n t h e 

4 s e c t i o n as w e l l as your d i r e c t i n v o l v e m e n t i n t r y i n g 

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

6 i n t e r e s t o w nership? 

7 A. Yes. 

8 MR. KELLAHIN: At t h i s t i m e , Mr. Examiner, 

9 we t e n d e r Mr. Nelson as an e x p e r t p e t r o l e u m landman. 

10 HEARING EXAMINER: Mr. Nelson i s so 

11 q u a l i f i e d . 

12 Q. (BY MR. KELLAHIN) Mr. N e l s o n , l e t me 

13 d i r e c t your a t t e n t i o n , s i r , t o what i s marked as 

14 ; E x h i b i t No. 1 , and would you t a k e a moment and 

15 i d e n t i f y t h a t d i s p l a y f o r us? 

16 A. Yes. I t i s a p l a t showing about a 

17 n i n e - s e c t i o n area i n Township 18 South, Range 27 E a s t , 

18 i n Eddy County, New Mexico. 

19 Q. The proposed w e l l l o c a t i o n i s shown i n 

20 S e c t i o n 16 i s on t h e d i s p l a y ? 

21 A. Yes, b e i n g t h e east h a l f o f S e c t i o n 16. 

22 0. How does Oryx i d e n t i f y t h a t p r o s p e c t or 

23 t h a t w e l l ? 

24 A. We're c a l l i n g t h e w e l l t h e Scoggin Draw 

25 S t a t e C No. 1. 

i 
j 
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1 Q. The proposed l o c a t i o n i s as i d e n t i f i e d on 

2 the d i s p l a y , being i n the northwest of the southeast 

3 q u a r t e r ? 

4 A. Yes. 

5 Q. What i s your understanding of the 

6 p o t e n t i a l l y p r o d u c t i v e f o r m a t i o n s t h a t you're seeking 

7 to penet r a t e w i t h the w e l l at t h i s l o c a t i o n ? 

8 A. The form a t i o n s would be from below the top 

9 of the Wolfcamp down through the Morrow f o r m a t i o n . 

10 Q. I n order to c o n s o l i d a t e the acreage f o r a 

11 spacing u n i t f o r a w e l l on gas spacing below the top 

12 of the Wolfcamp t o the base of the Pennsylvanian, Mr. 

13 Nelson, what i s your understanding of the acreage 

14 required? 

15 A. My understandina, i t would be a 320-acre 

16 spacing u n i t . 

17 Q. You would propose to u t i l i z e the east h a l f 

18 of Section 16 f o r the spacing u n i t ? 

19 A. Yes. 

20 Q. Would you use t h i s d i s p l a y and summarize 

21 f o r the examiner the v a r i o u s working i n t e r e s t 

22 ownership w i t h i n the east h a l f of the section? 

23 A. Yes. S t a r t i n g i n the west h a l f , n o r t h e a s t 

24 of Section 16, color-coded by the blue s l a s h , i s an 

25 80-acre t r a c t owned by Exxon Company USA. I t 
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1 represents a 25 percent working i n t e r e s t i n the u n i t . 

2 Moving down to the red-slashed area which 

3 encompasses the northwest q u a r t e r of the southeast 

4 qu a r t e r and the south h a l f of the southeast q u a r t e r , 

5 i t ' s a 120-acre t r a c t owned by Chevron Company, 

6 r e p r e s e n t i n g a 37-1/2 percent working i n t e r e s t i n our 

7 proposed u n i t . 

8 O u t l i n e d i n the y e l l o w , an 80-acre t r a c t 

9 described as the southeast n o r t h e a s t and also the 

10 no r t h e a s t southeast i s i d e n t i f i e d as being owned by 

11 Oryx Company. We have obtained the r i g h t s to t h i s 

12 t r a c t through a f a r m - i n w i t h Amoco Production 

13 Company. 

14 And the l a s t t r a c t being a 40-acre t r a c t i n 

15 the no r t h e a s t n o r t h e a s t of Section 16, owned by the 

16 Schneider f a m i l y , r e p r e s e n t i n g a 12-1/2 percent 

17 working i n t e r e s t . 

18 Q. Mr. Nelson, l e t me show you what i s marked 

19 as E x h i b i t No. 2. Does t h a t e x h i b i t represent a 

20 summary of your e f f o r t s t o o b t a i n v o l u n t a r y 

21 p a r t i c i p a t i o n i n the spacing u n i t ? 

22 A. Yes , i t does . 

23 Q. Without reading a l l the d e t a i l s of the 

24 summary, would you simply i n d i c a t e to us when you 

25 f i r s t made contact w i t h the other working i n t e r e s t 
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1 owners i n the spacing u n i t about t h e i r p o s s i b l e 

2 p a r t i c i p a t i o n i n the w e l l ? 

3 A . Yes . I s t a r t e d my e f f o r t s approximately 

4 February 20th of 1989 by proposing t o the working 

5 i n t e r e s t owners t h a t they farm out to Oryx, a l l o w i n g 

6 us to d r i l l a Morrow t e s t and earn t h e i r i n t e r e s t by 

7 commercial p r o d u c t i o n . I t took the company sev e r a l 

8 months to evaluate our p r o p o s a l . Exxon d e c l i n e d our 

9 proposal approximately a month l a t e r . 

10 We were i n an e v a l u a t i o n stage u n t i l 

11 approximately J u l y of 1989. And t h e r e i n , at t h a t 

12 t i m e , Oryx and Amoco agreed to farm-out terms, whereby 

13 Amoco would a l l o w us to earn t h e i r i n t e r e s t by 

14 d r i l l i n g a commercial w e l l , i n c l u d i n g t h e i r i n t e r e s t 

15 i n a u n i t f o r the w e l l . 

16 Q. When we look at E x h i b i t No. 1 then, am I 

17 c o r r e c t i n understanding t h a t the area o u t l i n e d i n the 

18 yel l o w o u t l i n e now includ e s the Amoco farm-out 

19 i n t e r e s t ? 

20 A. Yes. 

21 Q. What, as of the date of the hearing today, 

22 i s the s t a t u s w i t h regards to Exxon's p a r t i c i p a t i o n i n 

23 the w e l l ? 

24 A. Exxon has responded to our proposals w i t h 

25 t h e i r d e s i r e to not p a r t i c i p a t e or not to farm o u t , 
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1 but to e l e c t a nonconsent p r o v i s i o n , e i t h e r d i c t a t e d 

2 through the spacing order or v o l u n t a r i l y agreed to 

3 under a j o i n t o p e r a t i n g agreement. 

4 Q. As of the date of the hearing t h e n , you're 

5 seeking t o pool the Exxon i n t e r e s t i n an a p p r o p r i a t e 

6 entered f o r c e d - p o o l i n g order i n t h i s case? 

7 A. Yes . 

8 Q. With regards to the Schneider i n t e r e s t i n 

9 the nor t h e a s t of the no r t h e a s t of the s e c t i o n , what i s 

10 the c u r r e n t s t a t u s of your e f f o r t s to get t h e i r 

11 p a r t i c i p a t i o n i n the w e l l as of today? 

12 A. The Schneiders are an i n t e r e s t i n g t r a c t , 

13 and I'd l i k e to el a b o r a t e b r i e f l y on t h a t . 

14 Amoco Production Company owns the north e a s t 

15 n o r t h e a s t of Section 16 down to the top of the 

16 Wolfcamp, and the Schneiders own from the top of the 

17 Wolfcamp down through our o b j e c t i v e depth. 

18 Our i n i t i a l record checks and also Amoco 

19 themselves were c l a i m i n g t h i s i n t e r e s t u n t i l 

20 approximately J u l y of t h i s summer, at which time both 

21 Amoco and Oryx, by doing f u r t h e r record checks, 

22 determined t h a t Amoco only owns the shallow r i g h t s i n 

23 t h a t t r a c t , and the Schneider f a m i l y indeed owned the 

24 r i g h t s to the f o r m a t i o n we were wis h i n g t o t e s t . 

25 Q. Having determined the ownership i n t e r e s t of 
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1 the Schneider f a m i l y i n the deep gas r i g h t s i n t h a t 

2 p a r t i c u l a r area, have you subsequently been i n contact 

3 w i t h t h e i r v a r i o u s r e p r e s e n t a t i v e s ? 

4 A. Yes, we have. 

5 Q. What i s the c u r r e n t s t a t u s of your e f f o r t s 

6 to get t h e i r commitment to the w e l l ? 

7 A. The Schneider f a m i l y i s very much 

8 i n t e r e s t e d i n seeing a t e s t d r i l l e d . They do not 

9 d e s i r e to p a r t i c i p a t e nor go nonconsent. I b e l i e v e 

10 we're very c l o s e . 

11 They have i n d i c a t e d by the 20th of t h i s 

12 month, they would come to an agreement w i t h us 

13 concerning farm-out terms, very s i m i l a r to what Amoco 

14 has r e c e i v e d . 

15 Q. Let me d i r e c t your a t t e n t i o n now to the 

16 Chevron i n t e r e s t i n s e c t i o n . What i s the c u r r e n t 

17 s t a t u s of your e f f o r t s t c get Chevron committed to the 

18 w e l l ? 

19 A. Chevron has been e v a l u a t i n g our proposal 

20 f o r most of the time t h a t I've d e t a i l e d the e f f o r t s on 

21 E x h i b i t No. 2 . 

22 On the 13th of October, we received a 

23 t e l e c o p y from Chevron, o f f e r i n g farm-out terms, 

24 whereby they chose not tc p a r t i c i p a t e or go 

25 nonconsent, but o f f e r e d t o farm out t h e i r i n t e r e s t to 
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1 us i n s t e a d of p a r t i c i p a t i n g or going nonconsent. 

2 Q. As of today t h e n , i s i t my understanding 

3 t h a t you de s i r e to have the Chevron i n t e r e s t s u b j e c t 

4 to a p o o l i n g order entered i n t h i s case? 

5 A. Yes. 

6 Q. I d e n t i f y f o r us when you f i r s t submitted 

7 the AFE f o r the d r i l l i n g of t h i s w e l l to the other 

8 working i n t e r e s t owners. 

9 A. The other owners received our AFE, I 

10 b e l i e v e , on or about August 11. 

11 Q. Have you received any o b j e c t i o n from any 

12 working i n t e r e s t owners t o the it e m i z e d AFE t h a t you 

13 submitted to them? 

14 A. No. 

15 Q. Have you received any o b j e c t i o n from any 

16 p a r t y t o having Oryx Energy Company be the operator of 

17 the w e l l ? 

18 A. No. 

19 Q. Have you had any o b j e c t i o n from any of the 

20 p a r t i e s as to the w e l l l o c a t i o n or the o r i e n t a t i o n of 

21 the spacing u n i t f o r the w e l l ? 

22 A. No. 

23 Q. I show you what i s marked as E x h i b i t No. 3, 

24 Mr. Nelson, and ask you to i d e n t i f y the package of 

25 correspondence and l e t t e r s t h a t ' s shown as E x h i b i t No. 
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2 A. Yes. E x h i b i t No. 3 d e t a i l s l e t t e r s from 

3 myself and from Perry & Perry, an independent landman 

4 h i r e d on a c o n t r a c t basis to a s s i s t us i n completing 

5 t h i s p r o j e c t . 

6 I t describes v a r i o u s l e t t e r s t o the working 

7 i n t e r e s t owners, o f f e r i n g them v a r i o u s o p t i o n s , and 

8 asking t h a t they make some e l e c t i o n towards our 

9 proposal to d r i l l t h i s t e s t w e l l . 

10 Q. Apart from the telephone c a l l s and o r a l 

11 communications w i t h the v a r i o u s working i n t e r e s t 

12 owners, i d e n t i f y f o r us what piece of correspondence 

13 represents the f i r s t w r i t t e n proposal by Oryx t o the 

14 v a r i o u s working i n t e r e s t owners f o r the w e l l . 

15 A. The f i r s t correspondence i s dated February 

16 20, 1989, i n i t i a l l y proposing t h a t the p a r t i e s farm 

17 out to Oryx f o r d r i l l i n g t h i s t e s t w e l l . 

18 Q. Have you had any p a r t y i n d i c a t e to you t h a t 

19 they had any o b j e c t i o n t o the AFE t h a t ' s represented 

20 on E x h i b i t No. 4, which I now show you? 

21 A. No, we have not. 

22 Q. And t h i s i s the AFE t h a t you submitted t o 

23 them by l e t t e r of August 11, 1989? 

24 A. Yes. 

25 Q. To the best of your knowledge, Mr. Nelson, 
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1 do t h e AFE c o s t s shown on t h a t E x h i b i t No. 4 s t i l l 

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

3 A. Y e s , t h e y do. 

4 Q. I d i r e c t your a t t e n t i o n t o E x h i b i t No. 5 a t 

5 t h i s t i m e , Mr. Ne l s o n . Would you i d e n t i f y t h i s 

6 e x h i b i t f o r us? 

7 A. Yes. I t ' s an A.A.P.L. Form 610, 1982, 

8 Model Form O p e r a t i n g Agreement, t h e form o f whi c h we 

9 propose t o use s h o u l d any p a r t y w ish t o j o i n us i n 

10 d r i l l i n g t h e t e s t w e l l . 

11 Q. W i t h r e g a r d s t o t h e overhead r a t e s t h a t are 

12 s e t f o r t h i n t h e j o i n t o p e r a t i n g agreement, would you 

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

14 t o t h a t agreement what overhead r a t e s you propose t o 

15 u t i l i z e ? 

16 A. Yes. On page 4 of t h e COPAS overhead 

17 r a t e s , w hich are towards t h e back o f t h e agreement, we 

18 propose t h e d r i l l i n g w e l l r a t e o f $5,800 and a 

19 p r o d u c i n g w e l l r a t e o f $5 80. 

20 Q. L e t me show you what i s a copy of t h e E r n s t 

21 & Whinney 1988 s u r v e y r e s u l t s o f average w e l l c o s t s 

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

23 s o u t h e a s t e r n New Mexico, and ask you, Mr. N e l s o n , have 

24 you had an o p p o r t u n i t y t o f i n d on t h a t s u r v e y t h e 

25 average w e l l c o s t s , o p e r a t i n g c h a r g e s , f o r t h e d e p t h 
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1 i n v o l v e d f o r your w e l l ? 

2 A. Yes, I have. 

3 •; Q. What does the Ernst & Whinney 1988 survey 

4 show to be the average rates? 

5 A. The average rates quoted on the Ernst & 

6 Whinney survey r e s u l t s i n d i c a t e $4,940 f o r the 

7 d r i l l i n g w e l l r a t e and $524 f o r a producing w e l l r a t e . 

8 Q. And the r a t e s t h a t you had proposed i n your 

9 j o i n t o p e r a t i n g agreement were what, again, s i r ? 

10 A. $5,800 f o r a d r i l l i n g w e l l r a t e , and $580 

11 f o r a producing w e l l r a t e . 

12 Q. What i s the basis f o r your recommendation 

13 to the examiner t h a t he u t i l i z e , f o r purposes of t h i s 

14 p o o l i n g o r d e r , a r a t e t h a t ' s higher than the Ernst & 

15 Whinney averages? 

16 A. Our rates are based on our h i s t o r i c a l 

17 overhead cost of doing business. The rates I am 

18 proposing are rates we do use and are d e r i v e d from our 

19 i n t e r n a l c a l c u l a t i o n s based on our h i s t o r i c cost of 

20 conducting our business. 

21 Q. Can you i d e n t i f y f o r us any r e c e n t l y 

22 approved j o i n t o p e r a t i n g agreement t h a t has the 

23 proposed rates t h a t you're recommending to the 

24 examiner t h a t has been agreed t o by any other working 

25 i n t e r e s t owner? 
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1 A. I do have an o p e r a t i n g agreement t h a t was 

2 ( used by our company a p p r o x i m a t e l y two y e a r s ago t o 

3 ; d r i l l a w e l l i n t h i s g e n e r a l v i c i n i t y , w h ich have 

4 r a t e s i n t h a t agreement t h a t are v e r y s i m i l a r , v e r y 

5 comparable t o t h e r a t e s t h a t we're p r o p o s i n g t o use 

6 f o r t h i s w e l l . 

7 Q. Have you had any di s a g r e e m e n t or o b j e c t i o n 

8 from any o f t h e proposed w o r k i n g i n t e r e s t owners t o 

9 t h e overhead r a t e s t h a t you're recommending t o t h e 

10 examiner i n t h i s case? 

11 A. No. 

12 MR. KELLAHIN: That com p l e t e s my d i r e c t 

13 e x a m i n a t i o n o f Mr. Ne l s o n , Mr. Examiner. 

14 We would a t t h i s t i m e move t h e i n t r o d u c t i o n 

15 o f E x h i b i t s 1 t h r o u g h 5. 

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

17 w i l l be a d m i t t e d i n t o e v i d e n c e . 

18 CROSS-EXAMINATION 

19 BY HEARING OFFICER: 

20 Q. Mr. N e l s o n , I see i t wasn't u n t i l October 

21 4, 1989, t h a t t h e Schneider f a m i l y was a c t u a l l y 

22 c o n t a c t e d . Am I g e t t i n g t h a t r i g h t ? 

23 A. Yes, t h a t ' s c o r r e c t . 

24 Q. When d i d t h e y r e c e i v e a copy o f , or d i d you 

25 submit t o them a copy of t h e o p e r a t i n g agreement? 
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1 A. No , I d i d not.. I n f a c t , none of the 

2 p a r t i e s have received a Model Form Operating 

3 Ag reement. 

4 Q. Your testimony about the overhead charges, 

5 you sai d nobody has obj e c t e d t o them. Where would 

6 they have known about the overhead charges t h a t you 

7 were pl a n n i n g on requesting? 

8 A. They would have i n q u i r e d or would have had 

9 to i n q u i r e about what r a t e s we were u s i n g . I f e e l 

10 t h a t our rates are very comparable t o those used by 

11 Exxon, Amoco, and Chevron. We conduct business w i t h 

12 these companies on a re g u l a r b a s i s , and the rates are 

13 very comparable to what they use, and I t h i n k they 

14 assumed t h a t those r a t e s would apply i n t h i s case 

15 a l s o . 

16 Q. Have they i n q u i r e d about t h i s p a r t i c u l a r 

17 w e l l , what the overhead charges were? 

18 A. No. 

19 Q. How about the Schneider f a m i l y , have they 

20 i n q u i r e d yet? 

21 A. No. 

22 Q. Just f o r the r e c o r d , t o o , I see, w h i l e 

23 p r e p a r i n g the advertisement, t h a t the Empire Abo Unit 

24 i s i n t h i s general area; i s t h a t c o r r e c t ? Are you 

25 f a m i l i a r w i t h the Empire Abo Unit? 
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1 A. A l i t t l e b i t , yes. 

2 Q. When you say "a l i t t l e b i t , " t e l l me what 

3 you do know about i t . I j u s t want to make sure t h a t 

4 we do have t h i s on the r e c o r d . 

5 A. I'd l i k e to f i n d my p l a t . 

6 (Witness r e f e r r e d to document.) 

7 Yes. I t appears t h a t i f the o u t l i n e of the 

8 Empire Abo Unit i s c o r r e c t on my map t h a t I'm l o o k i n g 

9 a t , i t appears t h a t the e n t i r e east h a l f of Section 

10 16, except f o r the southeast southeast q u a r t e r , f a l l s 

11 w i t h i n the Empire Abo U n i t . 

12 Q. Do you know what the parameters i n the 

13 Empire Abo Unit are? Do they j u s t i n c l u d e one 

14 p a r t i c u l a r producing formation? 

15 A. I b e l i e v e they do, and I t h i n k I can maybe 

16 quote those depths t h a t the u n i t encompasses. 

17 Q. Or do you know the f o r m a t i o n , by chance, i f 

18 i t ' s j u s t the Abo? 

19 A. I b e l i e v e i t ' s j u s t the Abo, o c c u r r i n g from 

20 approximately 5325 f e e t down t o 6533 f e e t . 

21 Q. This i s w e l l above the v e r t i c a l l i m i t s 

22 which you are r e q u e s t i n g today i n t h i s p a r t i c u l a r 

23 compulsory p o o l i n g case? 

24 , A. Yes. 

25 Q. So the Empire Abo Unit would not be 
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1 a f f e c t e d at a l l ? 

2 A. Not at a l l . 

3 HEARING EXAMINER: Are there any other 

4 questions of t h i s witness? 

5 MR. KELLAHIN: There may be one, Mr . 

6 Examiner. Let me get my C e r t i f i c a t e of N o t i f i c a t i o n 

7 of Hearing. And i f t h a t r e s u l t s i n any a d d i t i o n a l 

8 questions f o r Mr. Nelson, he's a v a i l a b l e to answer 

9 those . 

10 I f I might take a moment. 

11 HEARING EXAMINER: Please. 

12 MR. KELLAHIN: Mr. Examiner, our proposed 

13 E x h i b i t No. 6 i s my C e r t i f i c a t e of M a i l i n g , whi ch 

14 i n d i c a t e s I have taken from the a p p l i c a t i o n f o r 

15 hearing f i l e d w i t h t h i s o f f i c e on September 2 5 and 

16 have by c e r t i f i e d m a i l submitted t h a t to Exxon, 

17 Chevron, and Schneider, et a l . 

1 8 As of the 25th of September, to the best of 

19 my knowledge, I have received no o b j e c t i o n s o r 

20 i n q u i r i e s from those p a r t i e s about t h e i r o p p o s i t i o n t o 

21 the case. The i n f o r m a t i o n d e r i v e d by which the 

22 n o t i c e s were sent was from Mr. Nelson. 

23 HEARING EXAMINER: Maybe I'm s t i l l a l i t t l e 

24 confused here about the Schneiders. On September 25, 

25 t h i s E x h i b i t No. 6, t h i s i s the document t h a t was sent 
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1 to Mr. Joseph F. Schneider? 

2 MR.,KELLAHIN: That was the address I had 

3 as a p o s s i b l e i n t e r e s t e d p a r t y t h a t had acreage i n the 

4 spacing u n i t , and I was advised to provide them w i t h 

5 n o t i f i c a t i o n of the hearing t h a t we have today. 

6 HEARING EXAMINER: How many Schneider 

7 i n t e r e s t s are there? 

8 MR. KELLAHIN: And t h a t ' s the reason I had 

9 Mr. Nelson remain on the stand, Mr. Examiner, because 

10 I cannot t e l l you, and perhaps Mr. Nelson can i d e n t i f y 

11 w i t h p a r t i c u l a r i t y the va r i o u s Schneider i n d i v i d u a l s . 

12 This i s the only address I had a v a i l a b l e 

13 f o r n o t i f i c a t i o n . 

14 HEARING EXAMINER: Mr. Nelson, do you want 

15 t o respond, please. 

16 THE WITNESS: Yes. There are three 

17 Schneider f a m i l y members t h a t each own an undiv i d e d 

18 t h i r d i n t e r e s t i n the 40-acre t r a c t , being the 

19 Northeast Northeast of Section 16. A Mr. Joseph P. 

20 Schneider, who now resides i n Pebble Beach, 

21 C a l i f o r n i a , a Mrs. Esther Schneider Dedinger, who 

22 l i v e s i n Torrance, C a l i f o r n i a , and a Miss Veronica 

23 Schneider, who resides i n El Paso, Texas. 

24 HEARING EXAMINER: Are you aware, e i t h e r 

25 : one of you, i f Joseph Schneider a c t u a l l y received the 
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1 n o t i f i c a t i o n of t h i s p a r t i c u l a r hearing on your 

2 September 25th docket, Mr. K e l l a h i n or Mr. Nelson? 

3 MR. KELLAHIN: The r e t u r n r e c e i p t card has 

4 not come back t o us, Mr. Examiner; so I don't have 

5 documentation t h a t he a c t u a l l y received n o t i c e . 

6 I f the examiner f e e l s i t a p p r o p r i a t e , w e ' l l 

7 attempt to n o t i f y again Mr. Schneider, as w e l l as 

8 Esther and Veronica Schneider, whose names and 

9 addresses have surfaced since t h i s September 

10 n o t i f i c a t i o n . 

11 CROSS-EXAMINATION 

12 -Continued-

13 BY HEARING EXAMINER: 

14 i Q. Have you a c t u a l l y been i n contact w i t h any 

15 of the three Schneiders, e i t h e r by telephone --

16 A. Yes. 

17 Q. You have? So you've a c t u a l l y t a l k e d t o Mr. 

18 Joseph Schneider? 

19 A. Yes. 

20 Q. In your conversations w i t h him, d i d you 

21 discuss t h i s h earing w i t h him? 

22 A. Yes. 

23 Q. When were those conversations? 

24 A. They took part, s e v e r a l times from the date 

25 of October 5 t h , when we were f i r s t able t o l o c a t e the 
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1 f a m i l y . They were c o n d u c t e d by b o t h m y s e l f and Mr. 

2 i Wes P e r r y , who h e l p e d us i n l o c a t i n g t h e Schneider 

3 f a m i l y . 

4 Q. And i n your l e t t e r of October 13, a t l e a s t 

5 Mr. Joseph S c h n e i d e r , and you sent a carbon copy t o 

6 Esth e r and V e r o n i c a , I b e l i e v e -- t h a t ' s t h e 

7 S c h n e i d e r s w h i c h you r e f e r r e d t o e a r l i e r t h a t had 

8 i n t e r e s t s ? 

9 A. Yes. 

10 Q. I n t h e r e , you ment i o n e d t h e October 18 

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

12 A. Yes. 

13 Q. I assume t h i s was a f o l l o w - u p l e t t e r o f 

14 your t e l e p h o n e c o n v e r s a t i o n ? 

15 A. Yes. 

16 Q. But t h e y have not s i g n e d t o date? 

17 A. No. 

18 Q. Were t h o s e l e t t e r s t h a t you sent o ut 

19 October 13, were t h o s e r e t u r n r e c e i p t r e g u e s t e d , by 

20 chance? 

21 A. I t doe s n ' t i n d i c a t e t h a t t h e y were on t h e 

22 l e t t e r . The addresses f o r a l l t h r e e S c h n e i d e r s were 

23 p r o v i d e d t o us by the Schneider f a m i l y . We found --

24 l o c a t e d V e r o n i c a Schneider i n E l Paso, and she was 

25 a b l e t o pu t us i n t o u c h w i t h Joseph and E s t h e r and 
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1 gave us t h e i r c u r r e n t addresses and j u s t a b r i e f 

2 o u t l i n e of our t a l k s . 

3 ; They're very i n t e r e s t e d i n seeing 

4 a c t i v i t y . They're not i n t e r e s t e d i n p a r t i c i p a t i n g . 

5 They are not i n the o i l business, nor are they 

6 i n t e r e s t e d i n going under a nonconsent where they 

7 would not receive any r o y a l t y u n t i l a payout, we got 

8 our cost back plus 200. We are n e g o t i a t i n g t o give 

9 them an o v e r r i d e i n the w e l l so they could receive 

10 revenue from i n i t i a l p r o d u c t i o n , i f we f i n d . 

11 HEARING EXAMINER: Mr. K e l l a h i n , I'm i n 

12 somewhat of a quandary here. I t doesn't appear the 

13 Schneiders i n t e r e s t a f t e r they had been di s c o v e r e d , 

14 and ther e ' s r e a l l y no due n o t i f i c a t i o n which has been 

15 f o l l o w e d according t o Rule 1207 of the New Mexico O i l 

16 Conservation D i v i s i o n . 

17 MR. KELLAHIN: I would agree. 

18 HEARING EXAMINER: How would you propose we 

19 might handle t h i s ? 

20 MR. KELLAHIN: Let's l e t Mr. Nelson make a 

21 choice. I t h i n k t h e r e are two choices. One i s t o 

22 continue the case u n t i l the f u l l n o t i c e p e r i o d e x p i r e s 

23 u n t i l the n o t i f i c a t i o n of a l l t h r e e Schneiders, or 

24 give him the o p p o r t u n i t y to d e l e t e them from the 

25 e f f e c t of the p o o l i n g order at t h i s time i n 
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1 e x p e c t a t i o n t h a t he can reach a v o l u n t a r y agreement 

2 w i t h them. 

3 I n the absence of a v o l u n t a r y agreement, he 

4 would have to come i n , reopen the case, and add those 

5 p a r t i e s at a l a t e r date. 

6 I t h i n k e i t h e r one of those choices i s 

7 a p p r o p r i a t e , and he may simply choose, i f you'd l i k e 

8 to take a moment. 

9 Do you want to t a l k to the other 

10 r e p r e s e n t a t i v e s ? 

11 THE WITNESS: Yes, I would. 

12 MR. KELLAHIN: May we take a moment and see 

13 how to resolve t h i s ? I t h i n k t h a t ' s the e a s i e s t t h i n g 

14 t o do . 

15 HEARING EXAMINER: Before we do, l e t ' s keep 

16 ; t h i s i n mind. E i t h e r way, i t might be b e n e f i c i a l to 

17 continue t h i s case t o the 11-15-89 h e a r i n g . I n case 

18 there i s an agreement reached, they can be dismissed 

19 at t h a t time. 

20 I j u s t thought I ' d throw t h a t o u t , but I ' l l 

21 l e t you discuss t h a t , and i f you'd l i k e , w e ' l l take a 

22 f i v e - m i n u t e recess. 

23 MR. KELLAHIN: Thank you, Mr. Examiner. 

24 HEARING EXAMINER: Let's take a f i v e - m i n u t e 

25 recess . 
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(Thereupon, a recess was taken.) | 

HEARING EXAMINER: This hearing w i l l come j 

to or der . 

Mr. K e l l a h i n ? | 

MR. KELLAHIN: Mr. Examiner, d u r i n g the 

break, we have discussed the o p t i o n s w i t h 

r e p r e s e n t a t i v e s of Oryx Energy Company, and we propose 

on the r e c o r d , Mr. Examiner, t h a t we complete the case 

today, but t h a t we w i l l s p e c i f i c a l l y d e l e t e from the 

f o r c e and e f f e c t of t h i s p o o l i n g order the i n t e r e s t s 

of Joseph P. Schneider, Esther Schneider, and Veronica 

Schneider . 

In the absence of g e t t i n g agreement 

subsequent to the order from those i n d i v i d u a l s , then 

w e ' l l seek to-reopen the case and proceed w i t h the 

p o o l i n g of t h e i r i n t e r e s t s . 

But we would l i k e to acknowledge on the 

record t h a t we i n t e n d t o d e l e t e f o r purposes of t h i s 

order t h e i r 12-1/2 percent i n t e r e s t . 

HEARING EXAMINER: Thank you, Mr. 

K e l l a h i n . The record w i l l show, and you may co n t i n u e . 

MR. KELLAHIN: Thank you. That completes 

my examination of Mr. Nelson. 

We would at t h i s time c a l l Mr. David 

Rojas. Mr. Rojas i s a petroleum g e o l o g i s t w i t h Oryx 
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1 Energy Company, Mr. Stogner. 

2 DAVID ROJAS, 

3 the witness h e r e i n , a f t e r having been f i r s t d u l y sworn 

4 upon h i s oa t h , was examined and t e s t i f i e d as f o l l o w s : 

5 DIRECT EXAMINATION 

6 BY MR. KELLAHIN: 

7 0- Mr. Rojas, f o r the r e c o r d , have you on 

8 p r i o r occasions t e s t i f i e d before the D i v i s i o n as a 

9 petroleum g e o l o g i s t ? 

10 A. Yes, I have. 

11 Q. Pursuant t o your employment by your 

12 company, have you made an i n v e s t i g a t i o n of the geology 

13 w i t h regards t o t h i s Scoggins Draw C No. 1 Well? 

14 A. Y e s , I have. 

15 MR. KELLAHIN: We tender at t h i s time Mr. 

16 Rojas as an expert petroleum g e o l o g i s t . 

17 HEARING EXAMINER: Mr. Rojas i s so 

18 q u a l i f i e d . 

19 Q. (BY MR. KELLAHIN) Mr. Rojas, l e t ' s go back 

20 to E x h i b i t No. 1. Do you have t h a t before you, s i r ? 

21 A. I do. 

22 Q. Mr. Nelson used t h i s t o i d e n t i f y the 

23 working i n t e r e s t owners w i t h i n the spacing u n i t , but I 

24 n o t i c e on t h a t d i s p l a y there are some contour l i n e s 

25 t h a t appear to be on the s t r u c t u r e of some 
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1 f o r m a t i o n s . I s t h a t true? 

2 A. Yes. They are on top of the lower Morrow 

3 format ion . 

4 Q. Are these s t r u c t u r a l contour l i n e s t h a t you 

5 have i n t e r p r e t e d from a v a i l a b l e g e o l o g i c i n f o r m a t i o n ? 

6 A. Yes, they are. 

7 Q. I s t h i s a prospect t h a t you have developed 

8 w i t h regards to l o c a t i n g and p o t e n t i a l l y producing 

9 from v a r i o u s deep gas formations? 

10 A. Yes. Mainly from the Morrow f o r m a t i o n , 

11 yes . 

12 Q. When d i d you f i r s t s t a r t working on t h i s 

13 p r o j e c t as a g e o l o g i s t ? 

14 A. I began working on t h i s prospect about one 

15 yea r ago . 

16 Q. Would you i d e n t i f y f o r us what i n your 

17 o p i n i o n are the l i k e l y producing f o r m a t i o n s below the 

18 top of the Wolfcamp at t h i s l o c a t i o n ? 

19 A. W i t h i n t h i s township and range, being 

20 Township 18 South, Range 27 East, formations below the 

21 Wolfcamp and above the M i s s i s s i p p i a n , of those 

22 f o r m a t i o n s , the only producing horizons are the Atoka, 

23 the Strawn, and the Morrow. Only marginal w e l l s have 

24 been completed i n t h i s township and range i n the Atoka 

25 and the Strawn. T h e r e f o r e , the primary t a r g e t i s the 
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1 Morrow f o r m a t i o n . 

2 , Q. Have you s t u d i e d the a v a i l a b l e i n f o r m a t i o n 

3 i n order to reach a geol o g i c c o n c l u s i o n about the r i s k 

4 f a c t o r p e n a l t y to recommend t o the hearing examiner 

5 f o r e n t r y i n t h i s f o r c e d p o o l i n g case? 

6 A. Yes, I have. 

7 Q. Have you s a t i s f i e d y o u r s e l f t h a t there i s 

8 s u f f i c i e n t i n f o r m a t i o n from which you can reach a 

9 geologic o p i n i o n on the r i s k f a c t o r ? 

10 A. Yes, I have. 

11 Q. Have you reached such an opinion? 

12 A. Yes. 

13 Q. What i s t h a t opinion? 

14 A. My o p i n i o n i s t h a t the r i s k f a c t o r i n t h i s 

15 township and range f o r d r i l l i n g a Morrow w e l l and 

16 completing i t i s a s u f f i c i e n t amount to r e q u i r e a 200 

17 percent p e n a l t y . 

18 1 Q. Would you give us a b r i e f summary of the 

19 major reasons t h a t caused you to reach t h a t opinion? 

20 A. Okay. The d e p o s i t i o n of the Morrow i n the 

21 area, th e r e are northwest, southeast o r i e n t a t i o n s of 

22 the channels w i t h i n which the sands were deposited 

23 throughout the Morrow t i m e , and these channel 

24 developments were very d i s c o n t i n u o u s i n n a t u r e . 

25 . T h e r e f o r e , the sand developments are more 

i 
i 
i 
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1 i n pods or lenses. This d i s c o n t i n u i t y lends i t s e l f t o 

2 causing almost any w e l l d r i l l e d f o r the Morrow 

3 f o r m a t i o n as being a w i l d c a t w e l l . 

4 Q. Let's f i n d your proposed l o c a t i o n i n 

5 Section 16 and then show us how to f i n d on E x h i b i t No. 

6 1 the c l o s e s t Morrow-producing gas w e l l . 

7 A. The c l o s e s t , c u r r e n t l y producing Morrow gas 

8 w e l l i s l o c a t e d i n the southeast q u a r t e r of the 

9 southwest q u a r t e r of Section 15. This w e l l i s t o the 

10 east of the proposed l o c a t i o n . 

11 There i s another w e l l which p r e v i o u s l y 

12 produced from the Morrow t o the west of the proposed 

13 l o c a t i o n , l o c a t e d i n Section 17, as seen on t h i s 

14 e x h i b i t . This w e l l c u m u l a t i v e l y produced only 1.4 Bcf 

15 of gas from the Morrow f o r m a t i o n . 

16 Q. When you look up i n the northwest to the 

17 northwest of 15 on the d i s p l a y --

18 A. Yes. 

19 Q. -- ther e i s a black dot and the number 1? 

20 A. Yes. 

21 Q. What does t h a t r e p r e s e n t , Mr. Rojas? 

22 A. This represents a w e l l which was d r i l l e d i n 

23 an attempt to produce from the Morrow. I t was 

24 uns u c c e s s f u l . The w e l l was recompleted or was 

25 completed i n i t i a l l y i n the Abo and c u r r e n t l y produces 
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1 from t h a t f o r m a t i o n . 

2 Q. When we look at the s t r u c t u r a l r e l a t i o n s h i p 

3 of the w e l l i n the southwest corner of Section 15, 

4 f o l l o w your contour l i n e s and move u p s t r u c t u r e i n 

5 Section 21, which i s to the south of your l o c a t i o n --

6 A. Yes. 

7 Q. -- there i s a w e l l symbol at t h a t p o i n t , i s 

8 there not? 

9 A. There i s . 

10 Q. What i s t h a t w e l l ? 

11 A. This w e l l , I b e l i e v e you're speaking of the 

12 w e l l i n the northwest q u a r t e r of the nor t h e a s t q u a r t e r 

13 of Section 21. This i s a dry hole t h a t was d r i l l e d 

14 back i n 1984. This w e l l also was an attempt to make a 

15 Morrow completion. 

16 : The w e l l , which i s represented on a 

17 c r o s s - s e c t i o n which I w i l l use as an e x h i b i t here i n a 

18 moment, t h i s w e l l d i d encounter the Morrow sands. 

19 However, they were found t o be nonproductive. 

20 Q. Am I c o r r e c t i n understanding your d i s p l a y 

21 t h a t the c l o s e s t Morrow p e n e t r a t i o n to your proposed 

22 l o c a t i o n i s , i n f a c t , a dry hole? 

23 A. Yes. 

24 Q. And t h a t the c l o s e s t , nearest producing 

25 Morrow w e l l i s i n Section 15 i n the southwest q u a r t e r , 
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1 and t h a t i s t h r e e - q u a r t e r s t o a mil e away from your 

2 l o c a t i o n ? 

3 A. 11 i s. 

4 Q. Describe f o r us the type of producing gas 

5 w e l l t h a t i s i n Section 15, i n terms of whether i t ' s 

6 s u c c e s s f u l , commercial, whatever c r i t e r i a you use to 

7 ' judge a commercial w e l l by. 

8 A. This w e l l was d r i l l e d back i n 1988 by Oryx 

9 Energy, and the w e l l i s c u r r e n t l y producing two 

10 b a r r e l s of condensate a day and 798 Mmcf. The w e l l 

11 has c u m u l a t i v e l y produced 1.6 Bcf, and 751,000 b a r r e l s 

12 of o i l or b a r r e l s of condensate -- excuse me. I said 

13 those i n reverse order. 

14 I t has produced -- one moment. Let me 

15 review what I j u s t s a i d . I t has c u m u l a t i v e l y produced 

16 798 b a r r e l s of condensate and 751,000 Mcf. 

17 Q. Is t h a t the best producing Morrow gas w e l l 

18 t h a t i s shown on t h i s d i s p l a y ? 

19 A. Let me review.. No. The w e l l j u s t south of 

20 t h a t w e l l i n Section 22, being i n the southeast 

21 q u a r t e r of the northwest q u a r t e r of t h a t s e c t i o n was 

22 also d r i l l e d by Oryx, and t h a t w e l l has c u m u l a t i v e l y 

23 produced 1.7 thousand b a r r e l s of condensate and 944 

24 Mmcf. 

25 Q. So am I c o r r e c t i n understanding t h a t as we 
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1 move to the west from both of those w e l l s , we're 

2 moving i n t o an area t h a t ' s more s p e c u l a t i v e w i t h 

3 regards to the p r o d u c t i o n of gas from the Morrow 

4 formation? 

5 A. Yes. 

6 Q. And, i n f a c t , as we move to the west, we 

7 are l i k e l y to encounter w e l l s t h a t e i t h e r are dry 

8 holes or are not commercial? 

9 A. That i s very p o s s i b l e . 

10 Q. Let's go to E x h i b i t No. 7, Mr. Rojas, and 

11 have you i d e n t i f y and describe your c r o s s - s e c t i o n . 

12 A. This i s a 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 w i t h 

13 a datum on the Chester f o r m a t i o n . I t d e l i n e a t e s the 

14 sand body developments w i t h i n the middle and lower 

15 Morrow w e l l s around the proposed l o c a t i o n . Those sand 

16 body developments are i n d i c a t e d on the c r o s s - s e c t i o n 

17 i n y e l l o w . 

18 The s e c t i o n serves t o i n d i c a t e the lack of 

19 continuous sand developments i n the area and the f a c t 

20 t h a t not only do you have t o worry about the presence 

21 of the sand, but you have to worry about the presence 

22 of p r o d u c t i v e sand. This being represented by the dry 

23 hole i n the middle of the c r o s s - s e c t i o n , being the 

24 Yates Petroleum Rio Pecos RS Federal No. 1 W e l l , 

25 which, as I had p r e v i o u s l y t e s t i f i e d , was a dry hole 
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I 

1 but then encountered the sands i n the Morrow. 

2 However , 
i 

due t o th e r e being overbank d e p o s i t s , they 
i 

3 are nonproductive. j 

4 Q. On the d i s p l a y , you have i d e n t i f i e d v a r i o u s ! 

5 s t r i n g e r 1 
s or zones w i t h i n the Morrow and have shaded i 

6 them i n 
i 

the orange or ye l l o w shading? 

7 A. Yes . 

8 Q. 
1 

What does t h a t t e l l you? What i s t h a t 

9 shading f o r ? 

10 A. Those are the sand body developments. 

11 Q. That represents the sand i n the formation? 

12 A. Yes, s i r . 

13 Q. What i s shown by the red dot on the Oryx 

14 Scogg ins Draw Federal Comm No. 1 w e l l log? 

15 A. A l l of the red marks you see on t h i s 

16 c ro s s-se e t i o n represent the p e r f o r a t e d i n t e r v a l s of 

17 each of the w e l l s . 

18 Q. By what c r i t e r i a have you judged and 

19 ide n t i f i ed the f o r m a t i o n sand as co l o r e d on the 

20 d i splay i n yellow? 

21 A . Using my knowledge of the l o g responses, 

22 these logs are a l l , w i t h the exception of the f a r l e f t 

23 l o g , are neutron d e n s i t y l o g s , and you can t e l l by 

24 i n t e r p r e t i n g those logs the presence or absence of 

25 sand . 
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1 I n a d d i t i o n , I b e l i e v e at l e a s t two of the 

2 w e l l s have got what i s c a l l e d the P.E. curve, 

3 p h o t o e l e c t r i c curve, on the l o g , and t h i s serves t o 

4 d e l i n e a t e the presence of sand from l i m e s t o n e . 

5 Q. I n l o o k i n g at the c r o s s - s e c t i o n a l 

6 s t r a t i g r a p h i c d i s p l a y of the w e l l l o g i n f o r m a t i o n , i s 

7 i t c o r r e c t to understand t h i s d i s p l a y to show you t h a t 

8 as you move from east to west, the Morrow f o r m a t i o n 

9 becomes more heterogeneous, d i s c o n t i n u o u s , and r a t t y , 

10 as we go to the west? 

11 A. Yes. 

12 Q. Is t h a t p a r t of the f o r m a t i o n of your 

13 o p i n i o n t h a t the r i s k f a c t o r p e n a l t y of 200 percent i s 

14 a p p r o p r i a t e ? 

15 A. I t i s . 

16 Q. Let's go now, s i r , to E x h i b i t No. 8. Did 

17 you prepare t h i s d i s p l a y as w e l l ? 

18 A. Yes, I d i d . 

19 Q. I d e n t i f y and describe t h i s f o r us. 

20 A. Okay. This i s a pie c h a r t which shows the 

21 r i s k i n v o l v e d i n d r i l l i n g a Morrow w e l l i n the 

22 v i c i n i t y of the proposed l o c a t i o n . I t i n c o r p o r a t e s 

23 a l l of the w e l l s d r i l l e d t h a t p e n e t r a t e d the Morrow 

24 f o r m a t i o n w i t h i n Township 18 South, 27 East. I t shows 

25 
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1 Q. How many w e l l s are i n v e n t o r i e d i n the 

2 an a l y s i s ? 

3 A. There are 41 p e n e t r a t i o n s , and a l l 41 of 

4 these w e l l s were used i n the a n a l y s i s . 

5 Q. Describe f o r us on the pie c h a r t how you 

6 have d e f i n e d m a r g i n a l , economic, and then the other 

7 items w i t h i n t h a t c h a r t . 

8 A. Okay. I used a c u t o f f of 1 Bcf of gas as 

9 an u l t i m a t e recoverable amount, c a l c u l a t e d u l t i m a t e 

10 recoverable amount f o r a c u t o f f t o d i s c e r n the 

11 economic w e l l s from the marginal w e l l s . 

12 These are common g u i d e l i n e s used by Oryx 

13 Energy f o r a w e l l of t h i s depth. 

14 The other two c a t e g o r i e s represented on the 

15 Pie char t are the d r i l l e d and abandoned, or D and A, 

16 or Other. This category represents w e l l s t h a t were 

17 d r i l l e d , p e n e t r a t e d the Morrow, were e i t h e r abandoned 

18 upon the completion of d r i l l i n g them, or they were 

19 completed i n horizons other than the Morrow. 

20 The other s l i c e of the pie denoted as 

21 recent completion i n v o l v e s two w e l l s which were 

22 r e c e n t l y d r i l l e d i n t h i s township and range t h a t have 

23 not got s u f f i c i e n t p r o d u c t i o n t o allo w me t o c a l c u l a t e 

24 whether or not they w i l l be economic or m a r g i n a l . 

25 Q. When you look at the 46 percent of the 
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1 w e l l s w i t h i n the area t h a t were d r i l l e d and abandoned 

2 i n the Morrow f o r m a t i o n , d i d t h a t i n c l u d e w e l l s t h a t 

3 p e n e t r a t e d the Morrow f o r m a t i o n , could not be produced 

4 i n the Morrow, and then were completed i n some other 

5 formation? 

6 A. This i s c o r r e c t . 

7 Q. And 46 percent of them were unsuccessful i n 

8 t h a t formation? 

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

10 Q. How do you judge a marginal w e l l , the 22 

11 percent? 

12 A. These marginal w e l l s are w e l l s which d i d 

13 d e r i v e a completion w i t h i n the Morrow, b u t , however, 

14 do not c a l c u l a t e out to have u l t i m a t e r e c o v e r i e s of 

15 over a Bcf of gas. 

16 I have gone through t h i s c h a r t and reworked 

17 i t t o use a smaller amount of u l t i m a t e recoverable 

18 reserves to f u r t h e r i d e n t i f y the f a c t t h a t the 

19 p o s s i b i l i t y of d e r i v i n g an economic Morrow w e l l i n 

20 t h i s township and range i s s t i l l a very high r i s k 

21 w e l l . 

22 By using an u l t i m a t e recoverable c u t o f f of 

23 500 Mmcf, i n s t e a d of 1 Bcf, and even using t h i s 

24 c u t o f f , the economic category on the pie ch a r t would 

25 read 34.2 percent i n s t e a d of 26.8. Th e r e f o r e , you 
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1 s t i l l would have only a t h i r d , or approximately 33 

2 percent chance of d e r i v i n g an economic Morrow w e l l 

3 even using a c u t o f f of 50 0 Mmcf. 

4 ; Q. What i s then your u l t i m a t e c o n c l u s i o n , Mr. 

5 Rojas, w i t h regards to your recommendation of a r i s k 

6 f a c t o r p e n a l t y t o be assessed i n t h i s p o o l i n g case 

7 against any nonconsenting working i n t e r e s t owners? 

8 A. My con c l u s i o n i s t h a t , i n my o p i n i o n , the 

9 r i s k f a c t o r i n v o l v e d i n a r r i v i n g w i t h a su c c e s s f u l 

10 Morrow completion i s extremely h i g h , and, t h e r e f o r e , 

11 does j u s t i f y the 200 percent p e n a l t y requested i n t h i s 

12 case. 

13 MR. KELLAHIN: Mr. Examiner, t h a t concludes 

14 my examination of Mr. Rojas. 

15 We would move the i n t r o d u c t i o n of h i s 

16 e x h i b i t s . I b e l i e v e they are 7 and 8. 

17 HEARING EXAMINER: Yes. E x h i b i t 7 and 8 

18 w i l l be admitted i n t o evidence. 

19 CROSS-EXAMINATION 

20 BY HEARING EXAMINER: 

21 Q. Mr. Rojas, we're t a l k i n g about f o r c e d 

22 p o o l i n g a l l f o r m a t i o n s down from the Wolfcamp t o the 

23 base of the Morrow? 

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

25 Q. Are th e r e any Wolfcamp p o o l s , or what i s 
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1 the nearest Wolfcamp producer to t h i s w e l l , do you 

2 know? 

3 A. There i s no Wolfcamp producer i n t h i s 

4 township and range, s i r . 

5 Q. Let's look at the Upper Pennsylvanian 

6 f o r m a t i o n i n t h i s area. Are there any producing w e l l s 

7 or pools w i t h i n , say, above the Strawn? 

8 A. Above the Strawn? No, s i r . The Strawn i s 

9 the only one. There were three completions i n t h i s 

10 township and range t h a t d i d complete i n the Strawn, 

11 and, i n f a c t , two of those completions are represented 

12 on E x h i b i t No. 1 . 

13 I d i r e c t your a t t e n t i o n t o Section 11 i n 

14 the southwest q u a r t e r of the southwest q u a r t e r . This 

15 w e l l was completed i n the Strawn i n 1984 , c u m u l a t i v e l y 

16 produced only 6 Mmcf and was abandoned. 

17 The other Strawn w e l l i s i n Section 2 1, 

18 close to the dry hole t h a t I p r e v i o u s l y was 

19 d i s c u s s i n g . This w e l l was d r i l l e d back i n 1977 and 

20 was unsuccessful i n the Morrow and had to complete i n 

21 the Strawn f o r m a t i o n and only c u m u l a t i v e l y produced 27 

22 Mmcf of gas . 

23 Q. How f a r i s t h a t w e l l away? 

24 A. The exact footage I am u n c e r t a i n o f , but I 

25 would say i t ' s approximately t h r e e - q u a r t e r s of a mi l e 
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1 south of the proposed l o c a t i o n . 

2 Q. Where i s t h a t w e l l again? I guess I'm 

3 missing i t . I thought you said Section 11, or d i d you 

4 move on to another one? 1 

5 A. I moved on to another one. I'm s o r r y . 

6 Q • You're t a l k i n g about the w e l l i n the 

7 southeast of the no r t h e a s t of 21? 

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

9 Q. How about the Atoka? 

10 A. There are two w e l l s which d i d complete i n 

11 the Atoka One of them c u r r e n t l y does produce. Both 

12 of these w e l l s are l o c a t e d to the n o r t h of t h i s mapped 

13 area t h a t I have shown you. They are i n Sections 3 

14 and 9 of t h i s township and range. 

15 The w e l l i n Section 3 only c u m u l a t i v e l y 

16 produced 7 Mmcf of gas, and the w e l l i n Section 9, 

17 which completed i n the Atoka, i s s t i l l producing and 

18 has only produced a cumulative p r o d u c t i o n of 96 Mmcf. 

19 Q. But there are no other Atokas to the south 

20 of t h i s proposed w e l l ? 

21 A. No, s i r . 

22 HEARING EXAMINER: I have no other 

23 questions of Mr. Rojas. 

24 Are there any other questions of t h i s 

25 witness? 
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1 MR. KELLAHIN: No, Mr. Examiner. 

2 HEARING EXAMINER: You may be excused. 

3 I s there a n y t h i n g f u r t h e r i n case 9781? 

4 MR. KELLAHIN: That completes our 

5 p r e s e n t a t i o n . 

6 HEARING EXAMINER: Mr. K e l l a h i n , before I 

7 take t h i s case under advisement today, i n hopes my 

8 general counsel comes back before noon, I would l i k e 

9 t o hold o f f before t a k i n g t h i s case under advisement 

10 i n hopes he's here, but i f we get through f o r the day, 

11 then we w i l l take i t under advisement at t h a t t i m e . 

12 I j u s t want t o double-check myself and make 

13 sure I'm not missing something. Since the reguest to 

14 exclude c e r t a i n p a r t i e s from a compulsory p o o l i n g i s 

15 more of a l e g a l q u e s t i o n , I f e e l I should t a l k w i t h 

16 him f i r s t . 

17 MR. KELLAHIN: Yes, s i r . 

18 

19 

20 

21 

22 

23 

24 

25 
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