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EXAMINER STOGNER: We'll c a l l the next 

case, No. 10068, which i s the a p p l i c a t i o n of Pac i f i c 

E n t e r p r i se s O i l Company, (USA), t o l i m i t the r u l e s 

go v e r n i n g the Anderson-Pennsylvanian Gas Pool t o i t s 

p r e s e nt ho r i z o n t a l boundary, Eddy County, New Mex i c o . 

C a l l f o r a p p e a r a n c e s . 

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

K e l l a h i n o f t h e Santa Fe Law F i r m o f K e l l a h i n , 

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

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

EXAMINER STOGNER: Are t h e r e any o t h e r 

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

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

sworn. 

( T h e r e u p o n , a l l w i t n e s s e s were sworn.) 

EXAMINER STOGNER: You may be s e a t e d . Mr. 

K e l l a h i n ? 

MR. KELLAHIN: Mr. E x a m i n e r , we w o u l d l i k e 

t o c o n s o l i d a t e Case 10068 w i t h t h e n e x t c a s e , 10069. 

W h i l e t h e y i n v o l v e two d i f f e r e n t p o o l s , t h e y do i n 

f a c t i n v o l v e t h e same t o p i c , t h e p r o o f i s g e n e r a l l y 

t h e same, and we wou l d a p p r e c i a t e t h e o p p o r t u n i t y t o 

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

e x p e d i t e t h e p r e s e n t a t i o n t o d a y . 

I know i n Case 10069, Mr. Bruce wanted t o 

CUMBRE COURT REPORTING 
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make an appearance on b e h a l f of Exxon. I b e l i e v e he's 

i n the h a l l , and i f I might have a moment, I ' l l go get 

him. | 

MR. BRUCE: Mr. Examiner, my name i s Jim 
j 

Bruce from the H i n k l e Law Firm i n Albuquerque, 
i 

r e p r e s e n t i n g Exxon C o r p o r a t i o n . I do not b e l i e v e I ' l l 

have any witne s s e s i n t h i s m a t t e r . j 
i 

EXAMINER STOGNER: Mr. Bruce, are you j 
i 

appearing i n j u s t Case 10069 only? j 

MR. BRUCE: Yes, i n Case 10069. 

EXAMINER STOGNER: Mr. K e l l a h i n , are t h e r e 

any o t h e r w i t n e s s e s besides the t h r e e f o r 10069? 

MR. KELLAHIN: No, s i r . The same wi t n e s s e s 

are i n both cases. 

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

EDWARD "RICK" RICKETTS 

the w i t n e s s h e r e i n , a f t e r h a ving been f i r s t d u l y sworn 
i 

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

EXAMINATION 

BY MR. KELLAHIN: j 

Q. Mr. R i c k e t t s , would you please s t a t e your j 

name and o c c u p a t i o n f o r the r e c o r d . 

A. My name i s Edward R i c k e t t s , I'm a p e t r o l e u m 

g e o l o g i s t . j 

Q. Mr. R i c k e t t s , on p r i o r occasions have you 
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t e s t i f i e d b e f o r e the D i v i s i o n as a pe t r o l e u m 

g e o l o g i s t ? 

A. Yes, I have . 

Q. Pursuant t o your employment, would you 

summarize f o r us what you have done i n terms of a 

g e o l o g i c study of both the Anderson-Penn and the 

Fren-Penn-Morrow gas pools i n Eddy County, New Mexico? 

A. Yes. I have isopached the p o t e n t i a l pay 

zones i n those f i e l d s , the pay zones i n those f i e l d s 

and the p o t e n t i a l pay zones i n our proposed l o c a t i o n . 

I've a l s o c o n s t r u c t e d a s t r u c t u r e map on the base of 

the Lower Morrow Shale and a s e r i e s of c r o s s - s e c t i o n s 

i n the area . 

MR. KELLAHIN: We te n d e r Mr. R i c k e t t s as an 

exp e r t p e t r o l e u m g e o l o g i s t . 

EXAMINER STOGNER: Mr. R i c k e t t s i s so 

q u a l i f i e d . 

Q. Mr. R i c k e t t s , t o o r i e n t the Examiner on 

your p a r t i c u l a r aspect of t h i s case, l e t me take what 

i s marked as P a c i f i c E x h i b i t 1 . Do you have t h a t 

b e f o r e you, s i r ? 

A. Yes , I do . 

Q. Let's use t h i s t o d e s c r i b e , as you 

understand i t , what P a c i f i c seeks t o accomplish i n 

each of these two cases. 
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F i r s t of a l l , i d e n t i f y f o r us what the base 

map i s . What are we l o o k i n g at? 

A. You're l o o k i n g at a d r a i n a g e area map f o r 

Townships 17 South, 29 East; 17 South, 30 East; and 17 

South, 31 East. 

Q. The t o p i c of c o n v e r s a t i o n f o r Case 10068 i s 

the Anderson pool? 

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

Q. And how i s the Anderson-Penn p o o l 

i d e n t i f i e d on your d i s p l a y ? 

A. I t has been o u t l i n e d i n b l u e . I t ' s l o c a t e d 

i n 17 South, 30 East, the south h a l f of S e c t i o n 7, the 

west h a l f of S e c t i o n 18, and the no r t h w e s t q u a r t e r of 

Se c t i o n 19. 

Q. What i s the spacing u t i l i z e d f o r w e l l s i n 

the Anderson-Penn pool? 

A. I t i s 160 ac r e s . 

Q. How many w e l l s , t o your knowledge, have 

been d r i l l e d i n t h a t pool? 

A. Three w e l l s have been d r i l l e d . 

Q. How are they i d e n t i f i e d on the d i s p l a y ? 

A. The w e l l s w i t h the d r a i n a g e c i r c l e s around 

them are i d e n t i f i e d as pr o d u c i n g gas w e l l s . 

Q. Have you u t i l i z e d the 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 f o r those t h r e e w e l l s t o make 
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i n t e r p r e t a t i o n s about the s i z e and shape of the 

Anderson-Penn p o o l t h a t these w e l l s are d e d i c a t e d to? 

A. Yes. 

Q. Let's t u r n your a t t e n t i o n now t o the area 

i d e n t i f i e d as the Fren p o o l . Do you see t h a t ? 

A. Yes, s i r . 

Q. How i s t h a t shown on the d i s p l a y ? 

A. I t ' s o u t l i n e d i n the l i g h t green. I t ' s 

l o c a t e d i n 17 South, 31 East. The southwest q u a r t e r 

of S e c t i o n 15, the east h a l f of S e c t i o n 2 1 , and the 

northw e s t q u a r t e r of S e c t i o n 22. 

Q. How many gas w e l l s are i n t h a t pool? 

A. Three. 

Q. Have you examined the g e o l o g i c i n f o r m a t i o n 

a v a i l a b l e f o r those t h r e e w e l l s t o reach c e r t a i n 

g e o l o g i c c o n c l u s i o n s ? 

A. Yes, I have. 

Q. I d e n t i f y f o r us what i s re p r e s e n t e d by the 

other c o l o r coding on the d i s p l a y . 

A. The oth e r c o l o r coding i n d i c a t e s the 

boundaries of oth e r Morrow gas f i e l d s i n the t h r e e 

townships . 

Q. With t h i s as a r e f e r e n c e p o i n t , l e t ' s t u r n 

t o your next e x h i b i t . I b e l i e v e you're d e a l i n g w i t h 

the Anderson-Penn? 
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A. Yes, t h e Anderson-Penn, w h i c h w o u l d be 

P a c i f i c E n t e r p r i s e s Square Leg P r o s p e c t . 

Q. E x h i b i t No. 2 i s w h a t , s i r ? 

A. I t i s an i s o p a c h of t h e A zone c l e a n sand. 

The A zone i s an Upper Morrow sand t h a t p r o d u c e s i n 

t h e a r e a . The map i s c o n t o u r e d on a f i v e - f o o t c o n t o u r 

i n t e r v a l . The A zone p r o d u c i n g w e l l s a r e i n d i c a t e d 

w i t h t h e b l u e shaded t r i a n g l e s . 

Q. When we compare E x h i b i t 1 t o E x h i b i t 2 and 

l o o k a t t h e s o u t h h a l f o f S e c t i o n 7, t h e r e i s a gas 

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 7 t h a t c o r r e s p o n d s t o 

t h e gas w e l l i n S e c t i o n 7 on E x h i b i t No. 2? 

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

Q. Th a t i s one o f t h e w e l l s on your — shows t h e 

l i n e o f c r o s s - s e c t i o n f r o m w h i c h you've u s e d , t h e n , t o 

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

A . Yes , s i r . 

Q. When we l o o k a t t h e w e l l s i n t h e 

Anderson-Penn p o o l , t h e y a r e t h e w e l l i n S e c t i o n 7, 

t h e one i n 18, and t h e n t h e w e l l i n t h e n o r t h h a l f o f 

19 ? 

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

Q. When you l o o k i n t o 2 0, t h e s o u t h e a s t o f f s e t 

t o t h e P h i l l i p s - G r a y b u r g Deep #10 w e l l , t h a t i s a l s o a 

gas w e l l i n t h i s Morrow c h a n n e l ? 

CUMBRE COURT REPORTING 
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A. That's c o r r e c t . 

Q. I t looks t o be completed i n the same Morrow 

A zone t h a t you've isopached on t h i s e x h i b i t ? 

A. Yes, i t i s . 

Q. What i s the spacing u t i l i z e d by the 

D i v i s i o n f o r p r o d u c t i o n i n S e c t i o n 20? 

A. I n S e c t i o n 20 i t ' s p a r t of the Loco H i l l s 

South F i e l d , and i t ' s d r i l l e d on a 320-acre s p a c i n g . 

Q. Describe f o r us what you see as a g e o l o g i s t 

when we look at t h i s Morrow channel here f o r the A 

sand t h a t i n c l u d e s p o r t i o n s of the Anderson po o l as 

w e l l as the Loco H i l l s pool? 

A. I t ' s a n o r t h w e s t / s o u t h e a s t t r e n d i n g f l u v i a l 

channel . 

Q. How was t h i s d e p o s i t e d i n the r e s e r v o i r , 

Mr . R i c k e t t s ? 

A. W e l l , i t ' s d e p o s i t e d i n a s e r i e s of p o i n t 

bars by a f l u v i a l or r i v e r channel coming from the 

north w e s t t o the s o u t h e a s t . 

Q. Has your a n a l y s i s reached the c o n c l u s i o n 

t h a t the w e l l s p r o d u c i n g out of t h i s A zone of the 

Morrow i n the Anderson-Penn w e l l a r e , i n f a c t , i n the 

same r e s e r v o i r as the Loco H i l l s w e l l s ? 

A. Yes . 

Q. And yet each i s t r e a t e d on d i f f e r e n t 
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spacing p a t t e r n s ? 

A. Yes . 

Q. I d e n t i f y f o r us your u n d e r s t a n d i n g of where 

i t i s t h a t your company, P a c i f i c E n t e r p r i s e s , wants t o 

d r i l l a gas w e l l t o t e s t f o r p r o d u c t i o n out of t h i s 

Morrow A channel? 

A. Okay. I t would be i n 17 South, 29 East, 

S e c t i o n 12; 1980 from the west and 660 from the n o r t h . 

Q. Has i t been your task t o h e l p the engineers 

e x p l o r e what the spacing should be i n t h a t s e c t i o n f o r 

the development of t h a t s e c t i o n and the d r i l l i n g of 

your w e l l ? 

A. Yes, i t has. 

Q. Do you have any oth e r g e o l o g i c d i s p l a y s 

t h a t d e a l s w i t h the Anderson-Penn pool? 

A. Yes, our E x h i b i t No. 3. E x h i b i t No. 3 i s a 

clean sand isopach of the B zone contoured on a 

f i v e - f o o t i n t e r v a l . The B zone i s a Lower Morrow 

sand, a basal sand, s i t t i n g r i g h t on top of the 

Dorchester . 

Q. Do you f i n d t h a t B sand t o have been 

produced i n w e l l s i n both the Anderson-Penn as w e l l as 

the Loco H i l l s South pool? 

A. Yes. A l s o , i t produces i n the Cedar Lake 

F i e l d i n S e c t i o n 34 of 17 South, 30 East. This 
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p a r t i c u l a r zone a c t u a l l y p r o d u c e s i n t h r e e s e p a r a t e 

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

Q. I s t h e Morrow B sand i n t h e Anderson-Penn 

p o o l i n t e n d e d t o be one o f t h e t a r g e t s f o r P a c i f i c ' s 

w e l l i n S e c t i o n 12? 

A. Yes, i t i s . 

Q. L e t me t u r n y o u r a t t e n t i o n now, s i r , t o 

your s t u d y o f t h e F r e n p o o l . Have you p r e p a r e d an 

i s o p a c h map on any o f t h e Morrow sands i n v o l v e d i n t h e 

Fr e n p o o l ? 

A. Yes. The Fr e n p o o l p r o d u c t i o n p r i m a r i l y 

comes f r o m what we're c a l l i n g a Lower Morrow Channel 

sand, and t h a t ' s E x h i b i t No. 4. 

Q. What a re t h e t h r e e w e l l s t h a t you've f o u n d 

i n t h a t w e l l t o use f o r g e o l o g i c c o n t r o l ? 

A. The o l d S k e l l y Dow A #3 i n S e c t i o n 15 o f 

1 7 / 3 1 , t h e S k e l l y Lynch A #6 i n S e c t i o n 22 o f t h e same 

t o w n s h i p , and t h e S k e l l y Dow B # 2 1 , i n S e c t i o n 21 of 

t h e same t o w n s h i p . 

Q. Were t h o s e t h e o n l y t h r e e w e l l s i n t h i s 

p o o l t h a t were c o m p l e t e d i n and p r o d u c e d gas f r o m t h e 

Mor row? 

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

Q. What about t h e w e l l i n S e c t i o n 22 i n t h e 

s o u t h e a s t q u a r t e r i d e n t i f i e d as t h e S k e l l y #9 Lynch A 
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w e l l ? 

A. That w e l l was n o n p r o d u c t i v e i n t h i s zone. 

The sand was pre s e n t but j u s t t i g h t and wet. 

Q. You used the i n t e r p r e t a t i o n of those logs 

to h e l p you prepare your sand map? 

A. Oh, yes. 

Q. What are your company's pl a n s f o r the 

development of t h e i r acreage w i t h i n t h i s area? 

A. We would l i k e t o d r i l l a w e l l i n S e c t i o n 

16, 17/31, l o c a t e d 1980 from the n o r t h and 1980 from 

the east . 

MR. KELLAHIN: That concludes my 

exa m i n a t i o n of Mr. R i c k e t t s , Mr. Examiner. 

We would move the i n t r o d u c t i o n of E x h i b i t s 

1 t h r o u g h 4. 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? E x h i b i t s 1 t h r o u g h 4 w i l l be a d m i t t e d 

i n t o evidence . 

Thank you, Mr. K e l l a h i n , Mr. Bruce, your 

w i t n e s s . 

MR. BRUCE: Just a couple of q u e s t i o n s . 

EXAMINATION 

BY MR. BRUCE: 

Q. What are the s t a t u s of the S k e l l y w e l l s , do 

you know? 
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A. Two of them have been recompleted t o t he 

Grayburg and/or San Andres, t h a t being the w e l l s i n 

Sec t i o n 21 and 22. The w e l l i n S e c t i o n 15 i s 

b a s i c a l l y t e m p o r a r i l y abandoned. I t has not produced 

since 1973, but i t ' s not been plu g g e d . 

MR. BRUCE: I have n o t h i n g e l s e . 

EXAMINER STOGNER: Nor do I . You may be 

excused. 

MR. KELLAHIN: Mr. Examiner, at t h i s t i me I 

would l i k e t o c a l l Mr. Paul L e r w i c k , P a c i f i c ' s 

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

PAUL LERWICK 

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

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

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Le r w i c k , f o r the r e c o r d , would you 

please s t a t e your name and occu p a t i o n ? 

A. My name i s Paul L e r w i c k . I'm a r e s e r v o i r 

engineer w i t h P a c i f i c E n t e r p r i s e s . 

Q. Mr. L e r w i c k , on p r i o r occasions have you 

t e s t i f i e d b e f o r e the D i v i s i o n as a p e t r o l e u m engineer? 

A . Yes . 

Q. Pursuant t o your employment, have you 

i n v e s t i g a t e d the Fren pool and the Anderson-Penn p o o l 
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i n Eddy County, New Mexico? 

A. I have . 

Q. And based upon t h a t s t u d y , have you reached 

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

A. I have . 

Q. Have you reached a c o n c l u s i o n about what, 

i n your o p i n i o n , ought t o be the a p p r o p r i a t e spacing 

f o r f u r t h e r development t h a t takes place a d j a c e n t t o 

each of these two pools? 

A. I have . 

Q. Have you made an economic a n a l y s i s , based 

upon your e n g i n e e r i n g background, as t o whether or not 

i 9 t i s proper and a p p r o p r i a t e f o r P a c i f i c , as a 

prudent o p e r a t o r , t o develop t h i s area on 320- versus 

160-acre spacing? 

A. I have . 

Q. Have you analyzed p r e s s u r e i n f o r m a t i o n 

t h a t ' s a v a i l a b l e t o you f o r v a r i o u s areas i n Eddy 

County, New Mexico, and made an a n a l y s i s of t h a t 

p ressure i n f o r m a t i o n ? 

A. I have . 

Q. Have you conducted d r a i n a g e c a l c u l a t i o n s 

and v o l u m e t r i c analyses t o determine what, i n your 

o p i n i o n , are the dr a i n a g e areas i n v o l v e d f o r w e l l s 

d r i l l e d and produced from the Fren and the 
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Anderson-Penn pool? 

A. I have. 

MR. KELLAHIN: Mr. Examiner, we tender Mr. 

Lerwick as an e x p e r t p e t r o l e u m e n g i n e e r i n g . 

EXAMINER STOGNER: Are t h e r e any 

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

Q. Mr. L e r w i c k , l e t me take you back t o Mr. 

R i c k e t t s 1 f i r s t d i s p l a y . Before we t a l k about some of 

the t h i n g s t h a t t h i s e x h i b i t r e p r e s e n t s as p a r t of 

your work, d e s c r i b e f o r the Examiner what i t i s t h a t 

you, as a r e s e r v o i r e n g i n e e r , are faced w i t h when you 

look at t r y i n g t o de v e l o p , e c o n o m i c a l l y , a d d i t i o n a l 

gas w e l l s t o be produced a d j a c e n t t o e i t h e r the 

Anderson-Penn p o o l or the Fren-Penn p o o l . 

A. We're faced w i t h a number of d e c i s i o n s . 

One of those i s the a p p r o p r i a t e spacing f o r such 

w e l l s . T h i s i s going t o e f f e c t economic d e c i s i o n s as 

w e l l as res e r v e c a l c u l a t i o n d e c i s i o n s . We're faced 

w i t h a c e r t a i n amount of r i s k a n a l y s i s i n v o l v e d , and 

we're faced w i t h the d e t e r m i n a t i o n of a p p r o p r i a t e 

spacing u n i t and f i e l d r u l e s t o meet our o b j e c t i v e s . 

Q. I n order t o s a t i s f y those q u e s t i o n s , what 

have you s t u d i e d i n order t o determine what w e l l s are 

doing i n terms of t h e i r p r o d u c t i v i t y and drai n a g e 

areas w i t h i n t h i s p o r t i o n of Eddy County, New Mexico, 
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r e g a r d l e s s of the p o o l t h a t t h e y ' r e d e d i c a t e d t o ? 

A. What we d i d was t o tak e a t h r e e - t o w n s h i p 

area, t h a t being townships 17/29, 17/30 and 17/31. We 

looked a l o t a l l of the p r o d u c i n g Morrow c o m p l e t i o n s 

i n those t h r e e t o w n s h i p s . We determined what the 

apparent d r a i n a g e r a d i u s f o r each of these w e l l s was 

based on the economic u l t i m a t e r e c o v e r y t h a t we c o u l d 

a r r i v e a t from d e c l i n e curve and/or pressure d a t a , the 

p o r o s i t y and o r i g i n a l b o ttom-hole p r e s s u r e s , the net 

pay t h i c k n e s s and water s a t u r a t i o n s , a l l e n g i n e e r i n g 

parameters t h a t go i n t o v o l u m e t r i c c a l c u l a t i o n s t h a t 

we were able t o use i n d e t e r m i n i n g what each w e l l ' s 

apparent r a d i u s of drai n a g e i s . 

Q. I n making the s e l e c t i o n of parameters f o r 

your e n g i n e e r i n g c a l c u l a t i o n s , have you used a range 

of judgment i n s e l e c t i n g those parameters t h a t were 

c o n s e r v a t i v e and w i t h i n the range accepted by persons 

i n your d i s c i p l i n e ? 

A. We have. 

Q. And have you a p p l i e d t r a d i t i o n a l , 

we 1 1 - r e c e i v e d e n g i n e e r i n g c a l c u l a t i o n s and methodology 

i n order t o reach c o n c l u s i o n s ? 

A. We have. 

Q. When we look at your E x h i b i t No. 1 , h e l p us 

understand what i s i n t e n d e d t o be re p r e s e n t e d by the 
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c i r c l e s . O b v i o u s l y you're not going t o have d r a i n a g e 

p a t t e r n s t h a t o v e r l a p each o t h e r i n the r e s e r v o i r t h a t 

look l i k e t h i s , are you? 

A. No. For s i m p l i c i t y sake we j u s t c a l c u l a t e d 

an area of drainage and backed i n t o a r a d i u s t h a t ' s 

e q u i v a l e n t t o t h a t and drew them as c i r c l e s . I n 

r e a l i t y , you have channels coming down t h r o u g h t h e r e , 

Morrow sand channels, t h a t are of v a r y i n g t h i c k n e s s e s 

and w i d t h s t h a t would accommodate the same amount of 

gas t h a t ' s r e p r e s e n t e d by these c i r c l e s , i f you knew 

e x a c t l y the c o n f i g u r a t i o n underground. 

Q. Having done t h i s c a l c u l a t i o n and making the 

d i s p l a y , t h e n , i t s i n t e n d e d purpose i s t o gi v e you a 

ge n e r a l sense of the range of magnitude of dr a i n a g e 

areas f o r each of the w e l l s ? 

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

Q. And i t doesn't n e c e s s a r i l y a c c u r a t e l y 

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

every w e l l w i t h i n i t s channel? 

A. No . 

Q. Let's look t o see, and maybe i t ' s h e l p f u l 

t o a l s o keep i n mind Mr. R i c k e t t s ' i s o p a c h , E x h i b i t 

No. 3, when we're d e a l i n g w i t h the Anderson p o o l . 

When we look at the t h r e e w e l l s i n the 

Anderson, g i v e us an e n g i n e e r i n g overview of what's 
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happened w i t h the p r o d u c t i o n i n those p o o l s i n terms 

of a sequence, and i n t e r r e l a t e w i t h us the pre s s u r e s 

t h a t have o c c u r r e d as each of those w e l l s were 

deve1 oped . 

A. The e a r l i e s t w e l l i n t he Anderson f i e l d was 

completed 10 of 54 . 

Q. And t h a t would have been which w e l l ? 

A. That would have been t h e w e l l i n the west 

h a l f of S e c t i o n 18. 

Q. That's 10 of 54? 

A. Yes . 

Q. What's the next w e l l ? 

A. The next w e l l was completed i n March of 72, 

and t h a t ' s the w e l l i n t he southeast corner of 

Sec t i o n 7. 

Q. And the l a s t w e l l i s the one i n the 

northwest of 19? 

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

Q. When you look at the pressure i n f o r m a t i o n 

a v a i l a b l e f o r those t h r e e w e l l s , what c o n c l u s i o n s do 

you reach? 

A. You reach the c o n c l u s i o n t h a t the e a r l i e s t 

w e l l had some dra i n a g e i n f l u e n c e on the w e l l s both t o 

the n o r t h and the so u t h . I t ' s a very l a r g e w e l l w i t h 

an economic u l t i m a t e r e c o v e r y of 18.7 Bcf. I t 
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produced f o r 18 years b e f o r e any o f f s e t s were 

d r i l l e d . 

The o r i g i n a l b o t t o m - h o l e pressure from the 

scout t i c k e t was 4950 pounds. The second w e l l , as we 

mentioned, i n the south h a l f of S e c t i o n 7 had an 

o r i g i n a l b ottom-hole pressure of 3087 pounds, which i s 

rou g h l y 18- or 1900 pounds l e s s . And the most r e c e n t 

w e l l , which was d r i l l e d i n January of 88 or completed 

t h e n , had an o r i g i n a l b o ttom-hole pressure of 1832 

pounds as evidenced from the scout t i c k e t , which again 

i n d i c a t e d severe d e p l e t i o n . 

I t ' s not e n t i r e l y s u r p r i s i n g t o see t h i s , 

c o n s i d e r i n g the magnitude of rese r v e s being recovered 

by the w e l l i n S e c t i o n 18. 

Q. From the d i s c o v e r y w e l l t o the l a s t w e l l , 

over a p e r i o d of some 34 y e a r s , t h e n , t h e r e i s a 

pressure l o s s t o the l a s t w e l l of something i n excess 

of 3000 pounds? 

A. Yes . 

Q. What does t h a t t e l l you as an engineer? 

A. That t e l l s me t h a t the w e l l i n the west 

h a l f of S e c t i o n 18 has a very l a r g e r a d i u s of 

dr a i n a g e , since the w e l l i n the n o r t h h a l f of 19 i s 

more than a h a l f - m i l e away. 

Q. I f you c o n t r o l l e d the p r o p e r t y and had the 
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o p p o r t u n i t y t o d r i l l these w e l l s now as opposed t o 

then and had t o decide spacing now as opposed t o the 

spacing decided t h e n , what would the spacing be? 

A. The spacing would be 320 acres as opposed 

t o 16 0. 

Q. Why? 

A. I t ' s a p p a r e n t , from the spacing t h a t these 

w e l l s are d r i l l e d on, t h a t t h e y w i l l d r a i n i n excess 

of 16 0 a c r e s . 

Q. We have one w e l l i n 54, one i n 72 and the 

l a s t one i n 88. What's your u n d e r s t a n d i n g of the 

reason t h a t the w e l l was d r i l l e d i n 88? 

A. I would assume t h a t the o p e r a t o r d r i l l i n g 

t h i s w e l l , f e l t t h e r e would be s u f f i c i e n t r e s e r v o i r 

pressure or lac k of drainage t o complete an economic 

w e l l at t h a t l o c a t i o n . 

Q. Do you have an e x p l a n a t i o n as t o why t h e r e 

hasn't been more development i n t h i s p a r t i c u l a r Morrow 

chan n e l , when you look at Mr. R i c k e t t s ' g e o l o g i c 

d i s p l a y and you can see a nice Morrow channel 

e x t e n d i n g beyond where i t was t e s t e d by these t h r e e 

w e l l s ? 

A. W e l l , I would presume t h a t at l e a s t one 

s i g n i f i c a n t reason would be t h a t the f i e l d r u l e s 

a llowed f o r 160-acre development, which p r o v i d e s f o r , 
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i n my e s t i m a t i o n , unnecessary w e l l s t o be d r i l l e d i n 

t h a t t r e n d . 

Q. What i s the p r o p o s a l of your company f o r 

development of the Morrow sands w i t h i n the area t h a t ' s 

c u r r e n t l y s u b j e c t t o the Anderson-Penn pools? 

A. We propose f u r t h e r development be done on 

320-acre s p a c i n g . 

Q. A l l r i g h t . When we t u r n t o the Fren p o o l , 

Mr. L e r w i c k , l e t ' s look f o r a moment at those t h r e e 

w e l l s . L e t ' s s t a r t w i t h the f i r s t w e l l d r i l l e d among 

those t h r e e . He t e l l us when i t was d r i l l e d and your 

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

A. The f i r s t w e l l d r i l l e d was the w e l l l o c a t e d 

i n t he nort h w e s t corner of S e c t i o n 22 the o r i g i n a l 

p ressure you f o r t h a t w e l l was 49 70 pounds and the 

w e l l was completed i n February of 1954. 

Q. The next w e l l ? 

A. The next w e l l was d r i l l e d i n the South h a l f 

of S e c t i o n 15. I t was complete d i d i n June of 54, 

o r i g i n a l bottom hole pressure was 4968 pounds. And 

the f i n a l w e l l was d r i l l e d i n 9 of 54. I t was i n the 

East h a l f of S e c t i o n 2 1 , the o r i g i n a l bottom hole 

pressure was 4330 p s i . 

Q. What i s the c u r r e n t s t a t u s of those w e l l s , 

as best you understand them? 
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A. As s t a t e d e a r l i e r , a l l t h r e e w e l l s have 

been e i t h e r recompleted t o a s h a l l o w e r h o r i z o n or 

t e m p o r a r i l y abandoned. 

Q. For the Anderson-Penn, those t h r e e w e l l s , 

what's the s t a t u s of those w e l l s now? 

A. A l l t h r e e w e l l s are s t i l l c u r r e n t l y a c t i v e . 

Q. When we de a l w i t h the Fren p o o l , what do 

your c a l c u l a t i o n s show you on the a p p r o p r i a t e spacing 

f o r t h a t pool? 

A. I n the Fren p o o l , two of the w e l l s 

i n d i c a t e , from our v o l u m e t r i c c a l c u l a t i o n and drai n a g e 

r a d i u s , i n excess of 160 ac r e s , those two being the 

south h a l f of 15 and the east h a l f of 21. The w e l l i n 

the n o r t h w e s t q u a r t e r of S e c t i o n 22 i s s l i g h t l y l e s s 

than 160-acre s p a c i n g . 

Q. I n r e t r o s p e c t , Mr. L e r w i c k , what would have 

been the more a p p r o p r i a t e spacing f o r the Fren pool? 

A. I n t h i s case, a g a i n , the a p p r o p r i a t e 

spacing would have been 320-acre spacing as opposed t o 

160 . 

Q. As t o both p o o l s , do you have a 

recommendation t o the Examiner, based upon your s t u d y , 

whether or not t h e i r c u r r e n t boundaries and the r u l e s 

t h a t apply t o those pools should be l i m i t e d t o the 

c u r r e n t spacing u n i t s ? 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

24 

A. Yes, t h a t would be my recommendation f o r 

f u r t h e r development. 

Q. What's accomplished i f t h a t i s implemented 

by the Examiner? 

A. What's accomplished i s t h a t you can d r i l l 

w e l l s on s u f f i c i e n t l y l a r g e enough spacing t o 

ec o n o m i c a l l y j u s t i f y the amount of reserves t h a t you 

can expect from those w e l l s . I f f u r t h e r w e l l s are 

d r i l l e d on 160-acre s p a c i n g , as t h i s f i e l d develops as 

we hope i t w i l l , the r i s k r e s e r v e s are i n s u f f i c i e n t t o 

support c o n t i n u e d development. 

Q. Do you have any o p i n i o n s why f u r t h e r 

development i n the Fren p o o l has not occurred i n the 

l a s t 36 years? 

A. I n my o p i n i o n , the 160-acre spacing would 

be a n e g a t i v e f a c t o r i n people seeking t o f u r t h e r 

develop t h i s f i e l d . 

Q. Let me d i r e c t your a t t e n t i o n now t o what i s 

marked as E x h i b i t No. 5. Would you, f i r s t of a l l , 

i d e n t i f y t h a t d i s p l a y and then d e s c r i b e f o r us what 

you've done? 

A. E x h i b i t No. 5 i s the d r a i n a g e r a d i u s 

c a l c u l a t i o n t h a t shows the c a l c u l a t i o n s t h a t we made, 

the e n g i n e e r i n g c a l c u l a t i o n s and the method we used. 

Q. And then the second page r e p r e s e n t s what? 
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A. The second page i s si m p l y a t a b u l a t i o n of 

the data t h a t we accumulated o f f of l o g s , scout 

t i c k e t s , p r o d u c t i o n sources, and the r e s u l t s t h a t we 

were able t o c a l c u l a t e from t h a t a c t u a l data used t o 

come up w i t h the dra i n a g e r a d i u s e s and average 

t h i c k n e s s e s and average p o r o s i t i e s and average 

reserves per completed w e l l f o r t h i s t h r e e - t o w n s h i p 

area . 

Q. The w e l l s shown w i t h c i r c l e s around them on 

E x h i b i t No. 1 , t h e n , are found by l o o k i n g at the 

second page of E x h i b i t 5? 

A. That's c o r r e c t . You c o u l d f i n d the 

drain a g e area and/or the r a d i u s of d r a i n a g e . You 

could a l s o f i n d the i n i t i a l r e s e r v o i r p r e s s u r e s , a l l 

of the data necessary t o do those c a l c u l a t i o n s and 

b u i l d t h a t map, E x h i b i t No. 1. 

Q. When we look at the average v a l u e s , t h e n , 

at the bottom of the second page of the d i s p l a y - -

A. Yes, s i r . 

Q. --what does i t show you? 

A. I t h i n k the s i g n i f i c a n t t h i n g s t h a t i t 

shows us on those averages are the average economic 

u l t i m a t e r e c o v e r i e s from w e l l s i n t h i s area, the 

average d r a i n a g e r a d i u s , and i t a l s o shows t h a t t h e r e 

are a s i g n i f i c a n t number of w e l l s , even i n those 
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f i e l d s t h a t were d r i l l e d on 3 2 0 - a c r e s p a c i n g , t h a t 

w i l l show p r e s s u r e c o m m u n i c a t i o n , one w i t h a n o t h e r , 

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

a r e a s , f o r t h e most p a r t a t l e a s t , as l a r g e as 

320 - a c r e s p a c i n g . 

Q. How many w e l l s a r e on t h e t a b u l a t i o n o f 

page 2 o f E x h i b i t 5? 

A . 32 . 

Q. And t h e a v e r a g e u l t i m a t e r e c o v e r y e s t i m a t e d 

f o r each w e l l i s 3.2 Bcf? 

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

Q. And t h e a v e r a g e a r e a o f d r a i n a g e i s 323 

ac r e s ? 

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

Q. What does t h a t t e l l you a b o u t 1 6 0 - a c r e gas 

spac i n g ? 

A. What i t t e l l s us i s i f a l l o f t h e s e f i e l d s 

i n h e r e had been d e v e l o p e d on 1 6 0 - a c r e s p a c i n g , t h a t 

you w o u l d have e x p e c t e d u l t i m a t e r e c o v e r i e s t o be 1.6 

or maybe s l i g h t l y l a r g e r f o r t h i s a r e a . 

Q. I f we're u s i n g 1 6 0 - a c r e s p a c i n g or an 

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

d e v e l o p m e n t , t h e n t h e a v e r a g e o f a l l t h e s e w e l l s w o u l d 

be 1.5, 1.6 Be f ? 

A. I n t h a t r a n g e , y e s . 
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Q. Have you made an economic a n a l y s i s t o 

determine whether o p e r a t o r s t o d a y , f o r 1.6 Bcf of 

l i k e l y r e serves t o be recovered w i t h i n a 160-acre 

spacing u n i t , t h a t you can a c t i v e l y d r i l l f o r gas 

w e l l s i n t h i s area? 

A. I have, uh-huh. 

Q. Let's t u r n t o E x h i b i t No. 6. I s t h i s your 

a n a l y s i s ? 

A. Yes. The f i r s t p a r t are the assumptions 

and parameters. 

Q. Describe f o r us the assumptions and 

parameters done i n the economic a n a l y s i s . 

A. We used numbers t h a t we use f o r d r i l l i n g 

w e l l s i n t h i s a rea, and where we had t o we made some 

ge n e r a l assumptions, but a l l of them are v a l i d . 

D ry-hole costs t o d r i l l t o the depth i n 

t h i s area t h a t we're t a l k i n g about, which i s an 1 1 - t o 

12,000-foot range i s $431,000, completed w e l l c ost i s 

$725,000. We made an assumption of 100 pe r c e n t 

working i n t e r e s t and a 75 pe r c e n t net revenue i n t e r e s t 

which are rea s o n a b l e . O p e r a t i n g c o s t s are about 1,500 

a month. We used an in-house f o r e c a s t of gas p r i c e s 

which began w i t h c u r r e n t p r i c e s and some modest 

e s c a l a t i o n ; t h e y ' r e not h e l d f l a t . 

The s t a r t date of the economics we r a n , we 
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made the assumption t h a t a w e l l would be d r i l l e d i n 

November of 90. The chance f o r a s u c c e s s f u l w e l l i s 

40 p e r c e n t , which i s c o n s i s t e n t w i t h the number of 

com p l e t i o n s versus the number of w e l l s d r i l l e d i n t h i s 

t h r e e - t o w n s h i p area. I t ' s a l s o c o n s i s t e n t w i t h the 

average Morrow success i n Eddy County as a whole. 

And f i n a l l y we put i n a t y p i c a l acreage cost of $200 

an a c r e . 

Q. Having used those assumptions or parameters 

i n your economic a n a l y s i s , have you d i s p l a y e d your 

c o n c l u s i o n s i n the form of a graph? 

A. Yes, I have. 

Q. That's page 2 t o E x h i b i t No. 6? 

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

Q. Before you d e s c r i b e your c o n c l u s i o n s , h e l p 

us understand how t o read the d i s p l a y . 

A. Okay. What we have here i s what i s 

e n t i t l e d a Morrow D r i l l i n g Economics E x h i b i t . On your 

v e r t i c a l s cale we have t i t l e d i t Risked AFIT Present 

Value i n Thousands of D o l l a r s . That's r i s k e d a f t e r 

f e d e r a l income t a x value i n thousands of d o l l a r s . On 

the bottom you see Unrisked Reserves Per Well as 

b i l l i o n s of cu b i c f e e t or Bcf. 

I want t o back up and say a l s o , these were 

ran at the 40-percent chance of success i n our 
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economics. This mean t h a t you assume you spend 100 

percent of your d r i l l i n g c o s t , and 40 pe r c e n t chance 

you're going t o complete i t , so 40 pe r c e n t of your 

c o m p l e t i o n cost i n your economic a n a l y s i s . 

Q. What's the b a s i s f o r t h a t percentage? 

A. I t ' s as I j u s t d e s c r i b e d . That's the 

a c t u a l number of w e l l s completed i n t h i s 

t h r e e - t o w n s h i p area. 

Q. Using t h a t a c t u a l percentage of success f o r 

a completed w e l l i n t h i s area and a p p l y i n g your o t h e r 

parameters, what does t h a t t e l l you i f you're l o o k i n g 

f o r reserves i n the range of 3.2 b i l l i o n , which i s the 

average f o r t h i s area? 

A. I t t e l l you t h a t you c o u l d d r i l l at today's 

gas p r i c e s and d r i l l i n g c o s t s and expect to make a 

p r o f i t . I n o t h e r words, t o read t h i s g r a ph, i f you 

f e l t t h a t your s t a t i s t i c a l r eserves were 3 Bcf or 

s l i g h t l y g r e a t e r , you can go over t o 3 Bcf and read up 

u n t i l you i n t e r s e c t the c u r v e , read t o the l e f t , and 

you c o u l d expect an a f t e r - t a x p r o f i t on each w e l l on 

the order of $200,000. 

Q. And u s i n g your v o l u m e t r i c a n a l y s i s from 

E x h i b i t No. 5, the e x p e c t a t i o n , t h e n , i s about 3.2 Bcf 

on an average u s i n g 320-gas spacing? 

A. That's c o r r e c t . 
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Q. I f you cut your gas spacing t o h a l f , 160 

ac r e s , t h a t would c u t your u n r i s k e d r e s e r v e s i n h a l f 

as w e l l ? 

A. A p p r o x i m a t e l y . 

Q. I f we look on the bottom h o r i z o n t a l l i n e of 

the d i s p l a y and f i n d the 1.5 Bcf and read v e r t i c a l l y , 

you're going t o lose money, a r e n ' t you? 

A. That's r i g h t . I f these f i e l d s had been 

d r i l l e d on 160-acre spacing at today's p r i c e s , i t 

would have been an uneconomic v e n t u r e . 

Q. A p p r o x i m a t e l y $200,000 l o s t per w e l l ? 

A. R i g h t . Maybe $100,000 l o s t per w e l l . 

Q. Based upon your s t u d y , t h e n , Mr. L e r w i c k , 

what are your c o n c l u s i o n s about whether or not the 

Examiner should enter an order t h a t c o n f i n e s t h e 

c u r r e n t s l i m i t s of the Anderson and the Fren p o o l s t o 

t h e i r e x i s t i n g spacing u n i t boundaries? 

A. My o p i n i o n i s t h a t they should be c o n f i n e d 

t o the l i m i t s of t h e i r c u r r e n t spacing f o r those 

p o o l s , and f u r t h e r development should be done on 

320-acre s p a c i n g . 

Q. When we look at the spacing f o r the 

Anderson-Penn, we have d i f f e r e n t spacing s o l u t i o n s i n 

the Morrow A channel t h a t ' s d i s p l a y e d on Mr. R i c k e t t s ' 

E x h i b i t 2, do we not? 
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A. That's c o r r e c t . 

Q. W i t h i n t h a t Morrow channel we have the 

Anderson on 160, but the Loco H i l l s South i s on 320? 

A . Yes , s i r . 

Q. Do you see any problems w i t h making a 

spacing change w i t h i n a common channel based upon the 

con t i g u o u s p o i n t at which those two spacing u n i t s 

meet? You've got t o have a spacing change? 

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

Q. You've got t o have a spacing change t h a t 

occurs i n S e c t i o n 12 which goes t o 320 t h a t i s up 

ag a i n s t the e x i s t i n g spacing u n i t s on 160. I s t h e r e a 

problem i n doing t h a t ? 

A. I n my o p i n i o n t h e r e ' s no s i g n i f i c a n t 

problems i n doing t h a t . I t ' s a l r e a d y o c c u r r e d i n t h i s 

channel . 

Q. Without the l i m i t a t i o n or some s o l u t i o n , i n 

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

and o t h e r s from d r i l l i n g S e c t i o n 12 or f u r t h e r 

d e v e l o p i n g the Morrow A channel t h a t ' s i n v o l v e d i n 

t h i s area? 

A. I f t h e y ' r e l e f t on — 

Q. 160 s? 

A. --160s, yes, i t would d e f i n i t e l y d i s c o u r a g e 

us from f u r t h e r development i n t h i s c h a n n e l . 
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Q. I n the a l t e r n a t i v e , Mr. L e r w i c k , do you see 

any e n g i n e e r i n g b a s i s f o r f o r m i n g an o p i n i o n t h a t the 

Fren or the Anderson-Penn pool s ought t o c o n t i n u e on 

160-acre spacing? 

A. Would you repeat t h a t or r e s t a t e i t ? 

Q. Yes. As a r e s e r v o i r e n g i n e e r , do you see 

any c o m p e l l i n g reasons t o keep the Anderson-Penn 

i t s e l f w i t h i n the boundaries of t h e i r p r o r a t i o n u n i t s 

on 160-acre spacing? 

A. No. I don't see any c o m p e l l i n g reason i f 

they should have t o s t a y on 160-acre s p a c i n g . 

Q. I n f a c t , t h e r e are some of those b e t t e r 

w e l l s i n each of those p o o l s t h a t have developed 

s i g n i f i c a n t l y more than 160 acres? 

A. That have d r a i n e d s i g n i f i c a n t l y more, 

t h a t ' s c o r r e c t . I n my o p i n i o n , t h a t ' s c o r r e c t . 

Q. And i n each of those two pools we see w e l l s 

on 160-acre s p a c i n g , one of which i n each w e l l i s an 

unnecessary w e l l ? 

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

Q. So you have pressure i n t e r f e r e n c e o c c u r r i n g 

between w e l l s t h a t are too cl o s e t o g e t h e r ? 

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

Q. A n y t h i n g e l s e , Mr. Lerwick? 

A. No, s i r . 
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MR. KELLAHIN: Th a t c o n c l u d e s my 

e x a m i n a t i o n o f Mr. L e r w i c k . We move t h e i n t r o d u c t i o n 

of h i s E x h i b i t s 5 and 6. 

EXAMINER STOGNER: Any o b j e c t i o n ? E x h i b i t s 

5 and 6 w i l l be a d m i t t e d . Thank y o u , Mr. K e l l a h i n . 

Mr. B r u c e , y o u r w i t n e s s . 

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. L e r w i c k , do I u n d e r s t a n d what y o u ' r e 

s a y i n g i s t h a t , l o o k i n g a t t h e Fr e n p o o l , t h a t you 

b e l i e v e t h a t t h e F r e n s h o u l d have o r i g i n a l l y been 

d e v e l o p e d on 320 a c r e s ? 

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

Q. Your t e s t i m o n y t o d a y w o u l d s u p p o r t 3 2 0 - a c r e 

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

o u t s i d e t h e p o o l b o u n d a r i e s ? 

A. I n d e e d i t w o u l d . 

Q. L o o k i n g a t - - w e l l , you j u s t t e s t i f i e d as t o 

i t . The Fren p o o l , you m e n t i o n e d some o r i g i n a l or 

i n i t i a l p r e s s u r e s on t h o s e w e l l s , and 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 S e c t i o n 2 1 , t h e p r e s s u r e was 

s e v e r a l h u ndred pounds l o w e r t h a n t h e i n i t i a l p r e s s u r e 

i n t h e o t h e r two w e l l s , was i t n o t ? 

A. Yes, i t was. 

Q. Would t h a t i n d i c a t e t o you some d r a i n a g e 
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f r o m t h e o t h e r two w e l l s ? 

A. I t does i n d i c a t e t h a t t h e r e ' s a l i k e l i h o o d 

t h a t t h a t w e l l had s u f f e r e d some d r a i n a g e . A l l t h r e e 

w e l l s i n t h i s case were d r i l l e d i n t h e same y e a r , so 

we d i d n ' t have t h e a d v a n t a g e o f a g r e a t e r p r e s s u r e 

d i f f e r e n t i a l as we d i d i n t h e And e r s o n f i e l d , where 

t h e w e l l s were d r i l l e d 18 y e a r s a p a r t . I s t i l l , 

l o o k i n g a t t h e c r o s s - s e c t i o n s and y o u r i s o p a c h s , have 

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

c o m m u n i c a t i o n w i t h one a n o t h e r . 

Q. I f you c o u l d r e f e r t o , I b e l i e v e i t ' s Mr. 

R i c k e t t s ' E x h i b i t No. 4, P a c i f i c ' s l o c a t i o n i s 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 16, i s t h a t c o r r e c t ? 

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

Q. But t h e r e i s s t i l l c o n c e i v a b l y some 

p o t e n t i a l f o r l o c a t i o n s i n s e c t i o n s , s a y , 15 t h r o u g h 

2 1 , based on t h i s e x h i b i t , i s t h e r e n o t ? 

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

Q. So even t h o u g h w e l l s were d r i l l e d i n 

S e c t i o n s 15 and 2 1 , t h e r e c o u l d be some o t h e r 

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

and choose t o d r i l l ? 

A. Yes. Based on my d r a i n a g e c a l c u l a t i o n s , I 

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

an o p e r a t o r t h a t i t w o u l d n ' t be a d v i s a b l e , b u t I d o n ' t 
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pretend t o understand everyone's m o t i v a t i o n f o r 

d r i l l i n g w e l l s . 

MR. BRUCE: I don't t h i n k I have a n y t h i n g 

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

EXAMINER STOGNER: Thank you, Mr. Bruce. 

EXAMINATION 

BY HEARING EXAMINER: 

Q. Let' s r e f e r t o E x h i b i t No. 4. Of the t h r e e 

w e l l s t h a t are i n the Fren p o o l , which one of those 

are present producing? 

A. None of those t h r e e w e l l s are p r e s e n t l y 

p r o d u c i n g out of the Morrow. 

Q. Now, t h i s i s a Fren-Pennsylvanian gas p o o l , 

i s i t not? 

A. Yes, the Morrow being a u n i t of the 

Penn s y l v a n i a n . 

Q. Are any of these t h r e e w e l l s p r o d u c i n g from 

the Upper P e n n s y l v a n i a n , a n y t h i n g above the Morrow? 

A. Not w i t h i n the P e n n s y l v a n i a n . 

Q. So t h e y ' r e not even p r o d u c i n g i n the 

Penns y l v a n i a n . A l l r i g h t . Are t h e y plugged back t o 

some other f o r m a t i o n or are they plugged and abandoned 

a l t o g e t h e r ? 

A. I b e l i e v e t h a t Mr. R i c k e t t s i n h i s 

t e s t i m o n y i n d i c a t e d t h a t two of the w e l l s , were plugged 
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t o a G r a y b u r g — 

MR. RICKETTS: San A n d r e s . 

A. --San A n d r e s , and t h e w e l l i n 15 i s 

t e m p o r a r i l y abandoned and h a s n ' t p r o d u c e d f o r y e a r s . 

Q. On E x h i b i t No. 3, you went t h r o u g h t h e 

c h r o n o l o g i c a l o r d e r of t h e d i f f e r e n t w e l l s . Now, t h i s 

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

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

A. Yes. 

Q. T h a t w o u l d be t h e Great Western? 

A. I'm s o r r y . I d o n ' t have t h e names on my--

Let me check t h e names. 

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

Q. E x h i b i t No. 3. I'm l o o k i n g a t — 

A. The one i n S e c t i o n 18 i s . 

MR. RICKETTS: A l l t h r e e o f them a r e 

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

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

Q. Where does P a c i f i c E n t e r p r i s e s have t h e i r 

i n t e r e s t ? You're n o t an o p e r a t o r i n e i t h e r p o o l . 

Where does y o u r i n t e r e s t come i n a t ? 

A. Our i n t e r e s t comes i n i n t h a t t h e l e a s e s 

t h a t we a r e p r o p o s i n g a w e l l on, i n 6 and 12 on t h i s 

E x h i b i t No. 3 a r e w i t h i n one m i l e o f an e x i s t i n g p o o l , 

and I u n d e r s t a n d - - a n d t h i s may be more a q u e s t i o n f o r 
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our land department--but I understand t h a t under the 

State r u l e s t h a t you would develop on the same spacing 

as another f i e l d i f i t was w i t h i n a m i l e of t h a t 

f i e l d . 

EXAMINER STOGNER: Mr. K e l l a h i n , i s your 

next w i t n e s s going t o go i n t o t h a t , or do you have 

another w i t n e s s ? 

MR. KELLAHIN: I have a landman t h a t w i l l 

i d e n t i f y t h e ownership of the a r e a , but I'm prepared 

t o d i s c u s s w i t h you the f a c t , as Mr. Lerwick has 

demonstrated, t h a t we are w i t h i n the one-mile c u r r e n t 

r u l e f o r these pools and, t h e r e f o r e , s u b j e c t t o 160 

spacing . 

EXAMINER STOGNER: Okay. I don't have any 

other q u e s t i o n s of Mr. Lerwick at t h i s t i m e . You may 

be excused. 

Mr. K e l l a h i n ? 

MR. KELLAHIN: Thank you. I would c a l l Mr. 

Cr a i g C l a r k . 

CRAIG CLARK 

the w i t n e s s h e r e i n , a f t e r h aving been f i r s t d u l y sworn 

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

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. C l a r k , would you please s t a t e your name 
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and o c c u p a t i o n ? 

A. My name i s C r a i g C l a r k . I'm a petro l e u m 

landman . 

Q. Mr. C l a r k , on p r i o r occasions have you 

t e s t i f i e d b e f o r e the D i v i s i o n ? 

A. Yes, I have. 

Q. Pursuant t o your employment as a landman 

f o r P a c i f i c E n t e r p r i s e s , have you made y o u r s e l f 

f a m i l i a r w i t h the c u r r e n t s t a t u s of the working 

i n t e r e s t owners i n the s e c t i o n i n which P a c i f i c has an 

i n t e r e s t as w e l l as the a d j o i n i n g s e c t i o n s ? 

A. Yes, I have. 

MR. KELLAHIN: We tender Mr. Clark as an 

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

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? Mr. Clar k i s so q u a l i f i e d . 

Q. Mr. C l a r k , l e t me have you t a k e , s i r , the 

E x h i b i t No. 7, which i s your Square Lake Prospect and 

I b e l i e v e t h a t r e l a t e s t o the Anderson-Penn p o o l area? 

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

Q. When we look at S e c t i o n 12, t h i s i s the 

Se c t i o n t h a t P a c i f i c proposes t o develop on 320 gas 

spac ing ? 

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

Q. When we look i n S e c t i o n 7 f o r the p r o d u c i n g 
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gas w e l l t h a t has been i d e n t i f i e d i n p r i o r d i s p l a y s 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 7, who i s t h e 

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

A. Damson O i l C o r p o r a t i o n . 

Q. What i s t h e b a l a n c e o f t h e w o r k i n g i n t e r e s t 

i n t h a t s e c t i o n as you know i t ? 

A. Damson owns a p p r o x i m a t e l y , e x c e p t f o r t h e 

80- a c r e t r a c t i n t h e s o u t h w e s t q u a r t e r , t h e y own or 

w i t h t h e i r p a r t n e r s 100 p e r c e n t i n S e c t i o n 7. 

P h i l l i p s P e t r o l e u m Company, t h e west h a l f / s o u t h w e s t i s 

p a r t o f t h e G r a y b u r g Deep U n i t and i t encompasses t h e 

s o u t h h a l f o f 12 i n a d d i t i o n t o S e c t i o n s 13, 18 and 

19 . 

Q. Okay. T h i s d i s p l a y d o e s n ' t show i t , b u t 

can you i d e n t i f y f o r us what t h e u n i t i s t h a t you've 

j u s t d e s c r i b e d ? You s a i d i t was t h e G r a y b u r g Deep 

U n i t ? 

A. The Gr a y b u r g Deep U n i t . 

Q. I s t h a t a u n i t t h a t i n v o l v e s t h e s e Morrow 

gas w e l l s ? 

A. Yes, i t i n v o l v e s two o f t h e w e l l s . The 

Damson w e l l i n S e c t i o n 7 i s n o t p a r t o f t h e G r a y b u r g 

Deep U n i t . The G r a y b u r g Deep U n i t , as you can t e l l on 

t h e map, i s what P h i l l i p s owns and, l i k e I s a y , 

S e c t i o n s 12, 13, 23, 24 o f 17/29, and t h e n p a r t o f 
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S e c t i o n 7, a l l o f S e c t i o n 18, and i t ' s t h e west h a l f 

of S e c t i o n 19. 

Q. Under P h i l l i p s ' u n i t o p e r a t i o n o f t h e s e 

w e l l s and t h e s e s e c t i o n s , w i l l t h e y have t h e 

f l e x i b i l i t y under u n i t o p e r a t i o n s t o d e d i c a t e 160s or 

320s or w h a t e v e r gas s p a c i n g u n i t i s u l t i m a t e l y 

d e t e r m i n e d f o r t h i s area? 

A. B a s i c a l l y t h e y are t o d i c t a t e — a l l t h a t 

a c r e a g e i s HBP 1 d by t h a t u n i t by v i r t u e o f t h e i n i t i a l 

w e l l i n t h a t u n i t , and so t h e y were a b l e t o d i c t a t e 

what t h e s p a c i n g was on i t . 

Q. Do you see any o p p o r t u n i t y f o r t h e 

i m p a i r m e n t o f P h i l l i p s ' c o r r e l a t i v e r i g h t s or t h o s e 

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

s e a t i n g owners i f s p a c i n g i s f r o z e n f o r t h o s 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 s on 1 6 0 - a c r e s p a c i n g ? 

A. No, I do n o t . 

Q. I n t h e a l t e r n a t i v e , i f t h e Examiner s h o u l d 

change t h e Anderson-Penn r u l e s and r e q u i r e 320-gas 

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

e x i s t i n g c u r r e n t p r o d u c i n g w e l l s , does i t appear t o 

you t h a t each o f t h e o p e r a t o r s f o r t h o s e w e l l s has t h e 

a b i l i t y t o d e d i c a t e a d d i t i o n a l 1 6 0 - a c r e s p a c i n g so 

t h e y c o u l d f o r m a s t a n d a r d 320-spaced u n i t ? 

A. I b e l i e v e t h e y w o u l d be a b l e t o do so. 
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Q. Let's t u r n now t o E x h i b i t No. 8. Do you 

have t h a t ? 

A . Yes . 

Q. What does t h i s show? 

A. T h i s i s our land p l a t f o r the Fren area. 

I t shows Texaco Producing owns 100 p e r c e n t , S e c t i o n s 

15, 21 and 22. This w i l l o n l y be the deep r i g h t s . 

There i s s h a l l o w e r p r o d u c t i o n i n t h e r e per. That i s 

why these leases are s t i l l HBP. As we're t a l k i n g 

about the Morrow f o r m a t i o n , Texaco owns 100 pe r c e n t of 

those i n t e r e s t s . 

Q. W i l l t h a t be t r u e not o n l y t o the Morrow 

but as t o oth e r Pennsylvanian-aged f o r m a t i o n s ? 

A. Yes. 

Q. So when we look at each of these t h r e e gas 

w e l l s , two of which have been recompleted i n o t h e r 

f o r m a t i o n s and one has been TA'd f o r some 17 y e a r s , 

then i t would appear t o you t h a t Texaco has the 

c o n t r o l of each of those t h r e e s e c t i o n s ? 

A. That i s t r u e . 

Q. Do th e y do t h a t under a lease arrangement 

or some u n i t o p e r a t i o n ? 

A. These are done on a lease b a s i s f o r the 

Morrow. 

Q. So , w i t h i n each s e c t i o n f o r each of these 
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w e l l s , t h e y w o u l d have t h e f l e x i b i l i t y , t h e n , t o 

change f r o m 160 t o 320? 

A. Yes, t h e y w o u l d . 

Q. And c o r r e s p o n d i n g l y , t h e i r c o r r e l a t i v e 

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

s p a c i n g u n i t s a r e f r o z e n on 160-gas s p a c i n g ? 

A . No . 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n o f Mr. C l a r k . We w o u l d move t h e 

i n t r o d u c t i o n o f h i s E x h i b i t s 7 and 8. 

EXAMINER STOGNER: E x h i b i t s 7 and 8 w i l l be 

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

Mr. B r u c e , your w i t n e s s . 

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. C l a r k , l o o k i n g a t Texaco's a c r e a g e 

a g a i n , t h o s e a r e S e c t i o n s 15, 21 and 22 w h j i c h a r e a l l 

f e d e r a l l e a s e s a r e t h e y n o t ? 

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

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

same, wo u l d i t n o t ? 

A. Yes, s i r , i t w o u l d . 

Q. And i s S e c t i o n 16 S t a t e l a n d ? 

A. Yes, i t i s . 

MR. BRUCE: T h a t ' s a l l I have, Mr. 
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Examine r . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. I n l o o k i n g a t E x h i b i t No. 8, t h e l e a s e 

n u m b e r s - - t h e s e a r e f e d e r a l l e a s e s , and S e c t i o n 15 i s 

a l l one l e a s e ? T h a t ' s t h a t LC-029420A? 

A. Yes, s i r . 

Q. But you d o n ' t know about what t h e 

o v e r r i d i n g r o y a l t i e s i s , as Mr. Bruce m e n t i o n e d 

e a r l i e r ? 

A. They have an 8 0 - p e r c e n t n e t revenue 

i n t e r e s t under t h a t e n t i r e l e a s e . I t ' s n o t e d on t h e 

map. Texaco owns 100 p e r c e n t o f t h e w o r k i n g i n t e r e s t , 

and t h e i n t e r e s t i n p a r e n t h e s e s i s t h e i r n e t revenue 

i n t e r e s t . A l l t h e s e l e a s e s , t h e base r o y a l t y - - w e l 1 , 

f o r t h e f e d e r a l l e a s e t h e base r o y a l t y w i l l be 

o n e - e i g h t h . 

Q. And t h a t w o u l d be common t h r o u g h o u t a l l 

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

A. Yes, s i r . 

Q. Now, w h i l e I l o o k a t E x h i b i t 7, t h e 

D o r c h e s t e r , t h a t ' s t h e Anderson # 1 , t h e one i n t h e 

s o u t h h a l f o f 7, t h a t ' s d e d i c a t e d t o t h e s o u t h e a s t 

q u a r t e r p r e s e n t l y , i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . 
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EXAMINER STOGNER: Ok ay . Are t h e r e any 

othe r q u e s t i o n s of t h i s w i t n e s s ? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: I f not , he may be 

excused. 

Mr. Bruce, Mr. K e l l a h i n , do e i t h e r of you 

have a n y t h i n g f u r t h e r i n e i t h e r one of these cases? 

e v i d e n t i a r y p r e s e n t a t i o n i n these two cases, 

Mr. Stogner. 

EXAMINER STOGNER: Mr. Bruce? 

MR. BRUCE: I j u s t have a b r i e f statement I 

would l i k e t o make. 

EXAMINER STOGNER: I ' l l l e t you s t a r t ; and 

t h e n , Mr. K e l l a h i n , i f you w i s h . 

MR. BRUCE: As noted p r e v i o u s l y , Exxon i s 

i n t e r e s t e d o n l y i n Case 10069. 

Exxon i s here t o d a y , i t does not o b j e c t t o 

P a c i f i c E n t e r p r i s e s ' 320-acre spacing a p p l i c a t i o n so 

long as the spacing i n the Fren-Pennsylvanian p o o l i s 

als o changed t o 320-acre s p a c i n g . I b e l i e v e i t ' s 

a p p r o p r i a t e t o change the e n t i r e a r e a . We would p o i n t 

out t h a t we b e l i e v e t h a t t h e r e may be some problem 

w i t h p r o t e c t i n g c o r r e l a t i v e r i g h t s i f the St a t e 

acreage i s changed, f o r i n s t a n c e i n S e c t i o n 16, i f the 

MR. KELLAHIN: That concludes my 
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f e d e r a l acreage i s not changed i n the o f f s e t t i n g 

s e c t i o n s t o the south and t o the e a s t . With t h a t , I 

have no f u r t h e r comments. 

EXAMINER STOGNER: I s Exxon prepared t o 

come i n w i t h a case t o t h a t e f f e c t , Mr. Bruce? 

MR. BRUCE: We have been speaking w i t h 

P a c i f i c t o t h a t e f f e c t . 

EXAMINER STOGNER: Are you going t o be 

f i l i n g one? 

MR. BRUCE: I f we need t o , yes. 

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

MR. KELLAHIN: Mr. Examiner, as t o the 

Anderson case, we would r e q u e s t , i n the absence of 

o b j e c t i o n and the b a s i s of pr o o f i s t h e r e i s 

pe r s u a s i v e evidence b e f o r e you t h a t those w e l l s ought 

t o be l i m i t e d t o t h e i r c u r r e n t spacing u n i t s , and t h a t 

i n order t o encourage f u r t h e r development, more 

a p p r o p r i a t e spacing u n i t s should be a p p l i e d t o the 

Anderson p o o l , and t h e r e f o r e we would ask t h a t you 

enter an order at your e a r l i e s t convenience l i m i t i n g 

the c u r r e n t 160 spacing t o the o u t e r boundaries of 

each of those e x i s t i n g 160 u n i t s . I t would f r e e up, 

th e n , a l l a d j a c e n t area f o r 320-gas spacing on 

s t a t e - w i d e r u l e s and, i n e f f e c t , we're as k i n g you t o 

d e l e t e t h a t p o r t i o n of the r u l e t h a t a p p l i e s t o these 
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pools t h a t would r e q u i r e spacing t o be c o n s i s t e n t 

w i t h i n a m i l e of the e x i s t i n g p o o l . 

As t o the Fren p o o l , you can see t h a t i n 

l o o k i n g at both the Anderson and the Fren we have 

Morrow channels here f o r which d i f f e r e n t spacing 

s o l u t i o n s have a p p l i e d . We're not as concerned as 

Exxon about having d i f f e r e n t spacing s o l u t i o n s apply 

t o t h e Morrow channel even when the spacing change i s 

cont i g u o u s w i t h a spacing u n i t t h a t ' s on 160 versus 

320 . We don't d i s p l a y the concern t h a t they have t h a t 

i n t h i s immediate area you're d e a l i n g w i t h two 

d i f f e r e n t sets of r u l e s . 

However, as an accommodation t o t h e i r 

concern, we would propose, Mr. Examiner, t h a t t h i s 

case be c o n t i n u e d t o the October 3rd h e a r i n g — t h i s i s 

f o r the Fren p o o l — a n d t h a t would a l l o w us the 

o p p o r t u n i t y t o f i l e an amended a p p l i c a t i o n so t h a t we 

can plead i n the a l t e r n a t i v e f o r the e l i m i n a t i o n of 

160-acre gas spacing f o r the Fren p o o l and have t h i s 

e n t i r e area spaced on 320-gas s p a c i n g . 

While we have n o t i f i e d Texaco and they have 

f a i l e d t o appear f o r the case t o d a y , the case today 

simply i n v o l v e d l i m i t i n g t h e i r spacing u n i t s t o t h e i r 

c u r r e n t l i m i t s and d i d not p r o v i d e an o p p o r t u n i t y t o 

Texaco t o respond t o the a l t e r n a t i v e s o l u t i o n of 
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e l i m i n a t i n g spacing f o r t h a t p o o l i n each of those 

w e l l s . 

We would seek p e r m i s s i o n t o do t h a t , and 

f o r the Fren case, t h e n , we would l i k e t o present our 

pro o f t o you to d a y , amend the Co m p l a i n t , and put i t on 

the docket f o r October 3rd so t h a t i t r e f l e c t s t h a t i n 

the absence of o b j e c t i o n the case would be taken under 

advisement at t h a t time and the a p p r o p r i a t e o r d e r s 

e n t e r e d by the Examiner. 

EXAMINER STOGNER: That would be the matter 

i n Case 10069, i s t h a t c o r r e c t ? 

MR. KELLAHIN: Yes, s i r . And then 10068 i s 

ready t o take under advisement at t h i s p o i n t . 

EXAMINER STOGNER: Let me see make sure I 

get t h i s s t r a i g h t . You're r e a l l y not r e a d v e r t i s i n g t o 

e l i m i n a t e 160-acre s p a c i n g , you're r e a d v e r t i s i n g t o 

b r i n g t h i s p o o l i n l i n e w i t h the present s t a t e - w i d e 
"v. 

spacing r u l e s and r e g u l a t i o n s as t h e y apply now and 

f o r t h i s f o r m a t i o n as th e y a p p l i e d s i n c e 1964? You 

can a l s o say i t l i k e t h a t , can't you? 

MR. KELLAHIN: Yes, s i r . As an a l t e r n a t i v e 

remedy, so t h a t we have b e f o r e the Examiner at l e a s t a 

procedure t h a t w i l l a l l o w you t o address Exxon's 

concern, i f you b e l i e v e t h a t t o be the a p p r o p r i a t e 

s o l u t i o n . I f you f i n d t h a t i t ' s not the a p p r o p r i a t e 
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s o l u t i o n , then you s t i l l have b e f o r e you our i n i t i a l 

r equest t o l i m i t the spacing u n i t s as we had proposed. 

of 10068, t h a t w i l l be taken under advisement at t h i s 

time? 

MR. KELLAHIN: I f you p l e a s e . 

EXAMINER STOGNER: I s t h e r e a n y t h i n g 

f u r t h e r from anybody i n Cases Nos. 10068 or 10069? 

I f n o t , Case No. 10068 w i l l be taken under 

advisement and Case No. 10069 w i l l be c o n t i n u e d and 

r e a d v e r t i s e d f o r the h e a r i n g scheduled f o r October 3, 

1990 . 

EXAMINER STOGNER: And as f a r as the mat t e r 

With t h a t , l e t ' s t ake about a 20-minute 

recess . 
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CERTIFICATE OF REPORTER 

STATE DF NEW MEXICO 
) S S . 

COUNTY OF SANTA FE 

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

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

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

t h e O i l C o n s e r v a t i o n D i v i s i o n was r e p o r t e d by me; t h a t 

I caused my n o t e s t o be t r a n s c r i b e d under my p e r s o n a l 

s u p e r v i s i o n ; and t h a t t h e f o r e g o i n g i s a t r u e and 

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

or employee o f any o f t h e p a r t i e s or a t t o r n e y s 

i n v o l v e d i n t h i s m a t t e r and t h a t I have no p e r s o n a l 

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

I FURTHER CERTIFY t h a t I am n o t a r e l a t i v e 

WITNESS MY HAND AND SEAL September 12, 

1990 . 

CARLA D I A N E R O D R I G f E Z / / 
CSR N o . 9 1 L 

My c o m m i s s i o n e x p i r e s : May 25, 1991 
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