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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

APPLICATION OF PACIFIC ENTERPRISES 
OIL COMPANY (USA) FOR COMPULSORY 
POOLING, EDDY COUNTY, NEW MEXICO. 

CASE NO. 10169 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MICHAEL E. STOGNER, Heari n g Examiner 

December 19, 1990 
11:22 a.m. 

Santa Fe, New Mexico 

T h i s m a t t e r came f o r h e a r i n g b e f o r e t h e O i l 

C o n s e r v a t i o n D i v i s i o n on December 19, 1991, a t 11:22 a.m, 

a t 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 Conference Room, S t a t e 

Land O f f i c e B u i l d i n g , 310 Old Santa Fe T r a i l , Santa Fe, 

New Mexico, b e f o r e Maureen R. H u n n i c u t t , RPR, C e r t i f i e d 

Shorthand R e p o r t e r No. 166, f o r t h e S t a t e o f New Mexico. 

FOR: OIL CONSERVATION BY: MAUREEN R. HUNNICUTT, RPR 
DIVISION C e r t i f i e d Shorthand R e p o r t e r 

CSR No. 166 
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I N D E X 
December 19, 1991 
E x a m i n e r H e a r i n g 
CASE NO. 10169 

APPEARANCES 
PAGE 

3 

OPENING STATEMENTS 
By Mr. K e l l a h i n 

APPLICANT WITNESSES: 
M. CRAIG CLARK 

D i r e c t E x a m i n a t i o n by Mr. K e l l a h i n 
C r o s s - E x a m i n a t i o n by Mr. V a n d i v e r 

RICK RICKETTS 
D i r e c t E x a m i n a t i o n by Mr. K e l l a h i n 

REPORTER'S CERTIFICATE 
* * * 
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a P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
General Counsel 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexico 87501 

FOR THE APPLICANT: KELLAHIN, KELLAHIN & AUBREY 
A t t o r n e y s a t Law 
BY: W. THOMAS KELLAHIN, ESQ. 
117 N o r t h Guadalupe 
Santa Fe, New Mexico 87501 

FOR THE APPLICANT: FISK & VANDIVER 
A t t o r n e y s a t Law 
BY: DAVID R. VANDIVER 
Seventh and Mahone, S u i t e E 
A r t e s i a , New Mexico 88210 

* * * 
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EXAMINER STOGNER: On t h e r e c o r d . Case No. 10169 

I ' l l c a l l t h a t a t t h i s t i m e . 

MR. STOVALL: The a p p l i c a t i o n o f P a c i f i c E n t e r p r i s e s 

O i l Company (USA) f o r compulsory p o o l i n g , Eddy County, 

New Mexico. 

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

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n o f t h e 

Santa Fe law f i r m o f K e l l a h i n , K e l l a h i n & Aubrey, 

a p p e a r i n g on b e h a l f of t h e a p p l i c a n t . 

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

MR. VANDIVER: Mr. Examiner, my name i s David Vandiver 

w i t h t h e f i r m o f F i s k & Vandiver o f A r t e s i a , a p p e a r i n g on 

b e h a l f o f Yates Petroleum C o r p o r a t i o n . I have no 

w i t n e s s e s . 

MR. STOVALL: Yates, I assume, i s one o f t h e p a r t i e s 

t o be f o r c e p o o l e d , Mr. Vandiver? 

MR. VANDIVER: Yes. 

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

(No response.) 

MR. KELLAHIN: May t h e r e c o r d r e f l e c t , Mr. Examiner, 

t h a t b o t h Mr. C r a i g C l a r k and Mr. Rick R i c k e t t s have been 

d u l y sworn, c o n t i n u e under oa t h and have been q u a l i f i e d as 

r e s p e c t i v e e x p e r t s i n t h e i r f i e l d ? 

EXAMINER STOGNER: The r e c o r d w i l l so show. 

Mr. K e l l a h i n , you may proceed. 
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MR. KELLAHIN: A p r e l i m i n a r y m a t t e r , Mr. Examiner. I 

have t a k e n out a Byram's R e p o r t i n g S e r v i c e and h i g h l i g h t e d 

i n y e l l o w what I t h i n k are t h e a p p l i c a b l e o r d e r s and 

d e s c r i p t i o n o f acreage t h a t m i ght be i n v o l v e d i n t h e 

f o r m a t i o n s t o be poo l e d . 

We've g o t a t l e a s t f o u r t h a t I c o u l d f i n d --

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

which are r e f l e c t e d on t h e docket w i t h t h e e x c e p t i o n o f 

one. I t ' s n o t f a t a l , and i t ' s c e r t a i n l y n o t c r i t i c a l , b u t 

i n l o o k i n g a t t h e i n f o r m a t i o n , i t would appear t h a t t h e r e 

i s a l s o a so u t h Mi1lman-Morrow gas p o o l i n t h e approximate 

v i c i n i t y o f t h i s s e c t i o n , and t h a t ' s one o f them t h a t ' s 

n o t i d e n t i f i e d i n t h e docket sheets. So as r e f e r e n c e 

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

EXAMINER STOGNER: Thank you, Mr. K e l l a h i n . 

M. CRAIG CLARK, 

the Witness h e r e i n , h a v i n g been p r e v i o u s l y d u l y sworn, was 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. C l a r k , l e t me d i r e c t your a t t e n t i o n , s i r , 

t o E x h i b i t No. 5. W i t h i n t h i s p a r t i c u l a r area, your 

company has f i l e d an a p p l i c a t i o n t o p o o l f o r 320-acre gas 

sp a c i n g from t h e t o p o f t h e Wolfcamp t o t h e base o f t h e 

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

Q. I n a t t e m p t i n g t o c o n s o l i d a t e t h e acreage i n 

o r d e r t o form on a v o l u n t a r y b a s i s a 320-acre gas spa c i n g 

u n i t , was i t your r e s p o n s i b i l i t y t o p e r f o r m t h o s e d u t i e s ? 

A. Yes, i t was. 

Q. What d i d your company de t e r m i n e would be t h e 

o r i e n t a t i o n o f t h e 320 i n S e c t i o n 21? 

A. I t would be t h e sou t h h a l f o f S e c t i o n 2 1 , 

19 South, 28 East. 

Q. When we l o o k a t E x h i b i t No. 5, t h e r e i s a 

window i n t h e t o p o f t h e d i s p l a y t h a t summarizes. I t 

says, "320-acre D r i l l i n g Ownership." 

A. Uh-huh. 

Q. What does t h a t r i g h t r e f l e c t ? 

A. That r e f l e c t s when you t a k e t h e i n t e r e s t o f t h e 

p a r t i e s w i t h i n t h e i n d i v i d u a l t r a c t s and t h e n m u l t i p l y i t 

o u t , and by a 320-acre u n i t i t w i l l show t h e i r w o r k i n g 

i n t e r e s t ownership i n t h a t u n i t . 

Q. "PEOC" i s P a c i f i c , t h e a p p l i c a n t ? 

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

Q. When we break t h a t i n t e r e s t o ut i n t o i n d i v i d u a l 

l e a s e s i n t h e 320, how i s t h a t shown on t h e d i s p l a y ? 

A. I t shows P a c i f i c a c q u i r e d i t s i n t e r e s t from 

B u l l d o g Energy. We a c q u i r e d a farmout from them, and t h a t 

i s 
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i n t h e southwest q u a r t e r o f s o u t h e a s t q u a r t e r . The 

r e m a i n i n g p a r t o f t h e s o u t h e a s t q u a r t e r i s owned a hundred 

p e r c e n t by Chevron. 

And t h e n t h e southwest q u a r t e r i s owned by 

ARCO, Yates, Marathon and DeKalb, and t h e i r ownership i s 

r e f l e c t e d on t h a t hundred p e r c e n t t r a c t . And a g a i n , when 

you l o o k back up and see t h e 320-acre, i t i s j u s t 

b a s i c a l l y c u t i n h a l f , s i n c e t h e y own 50 p e r c e n t o f t h e 

320-acre u n i t . 

Q. Have you a l s o t a k e n t h e i n f o r m a t i o n shown on 

t h a t d i s p l a y and t a b u l a t e d i t ? 

A. Yes, I have. 

Q. How was t h a t shown? 

A. That i s shown on E x h i b i t No. 6 where i t has, 

a g a i n , t h e 100 p e r c e n t ownership o f t h e v a r i o u s t r a c t s , 

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

area t h a t we are n o t p a r t i c u l a r l y l o o k i n g a t . We are 

see k i n g t o f o r c e p o o l from below t h e — from Wolfcamp 

below, and t h e r e f o r e , these i n t e r e s t s r e f l e c t t h e deep 

r i g h t s . The s h a l l o w r i g h t s c o u l d be owned by d i f f e r e n t 

p e o p l e ; however, we're not se e k i n g t o p o o l t h o s e p a r t i e s . 

And t h e n a t t h e bottom o f page 6 o r E x h i b i t 6, 

i t shows t h e 320-acre ownership. 

Q. You're se e k i n g a p o o l i n g o r d e r i n t h e absence 

of v o l u n t a r y agreement from a l l p a r t i e s shown on 
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E x h i b i t No. 6 i n t h e summary e x c l u d i n g P a c i f i c 

E n t e r p r i s e s ? 

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

Q. Descr i b e f o r us your f i r s t e f f o r t s t o form a 

w o r k i n g , v o l u n t a r y agreement among t h e w o r k i n g i n t e r e s t 

owners. 

A. W e l l , f i r s t e f f o r t s are shown on E x h i b i t 7, we 

sent a l e t t e r o u t August 8 t h , and t h a t was t o Chevron. We 

knew t h a t t h e y were g o i n g t o t a k e a l o n g e r t i m e t h a n t h e 

o t h e r p a r t i e s t o respond, and t h e r e f o r e , we proposed -- we 

f o r m a l l y proposed t h e w e l l t o them. 

And t h e n , E x h i b i t 8, we proposed t h e w e l l t o 

t h e r e m a i n i n g i n t e r e s t owners. 

Q. So i n August you went t o Chevron, and th e n 

f o l l o w e d i t up i n September's l e t t e r , E x h i b i t 8, w i t h t h e 

r e s t o f t h e w o r k i n g i n t e r e s t owners? 

A. And Chevron a g a i n . We d i d -- The second page 

of E x h i b i t 8 has ARCO. I t has t h e p a r t i e s t h a t own t h e 

southwest q u a r t e r . The t h i r d page, s i n c e we had a l r e a d y 

proposed i t t o Chevron, we d e a l t w i t h d i f f e r e n t l y . We 

used t h e same f r o n t l e t t e r , b u t i t was se n t t o two 

d i f f e r e n t p a r t i e s , two d i f f e r e n t ways. 

Q. A l l r i g h t . 

A. And t h a t ' s a l s o r e f l e c t e d on t h e AFE, had t h e 

owners i n t h e southwest q u a r t e r and shows P a c i f i c , e t a l . , 
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owning 50 p e r c e n t , which was supposed t o i n c l u d e Chevron, 

and t h e n t h e n e x t page shows P a c i f i c , e t a l . , when we were 

d e a l i n g w i t h Chevron's i n t e r e s t . 

Q. And you've p r o v i d e d t o those v a r i o u s i n t e r e s t 

owners n o t o n l y t h e i r p e r c e n t a g e , b u t you've c a l c u l a t e d 

f o r them what you e s t i m a t e d t o be t h e i r share o f t h e c o s t s 

of t h e AFE? 

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

Q. And when you t u r n t h r o u g h some o f t h a t , you 

f i n a l l y g e t t o t h e AFE i t s e l f ? 

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

Q. What's t h e v i n t a g e o f t h e AFE? 

A. T h i s AFE was prepared i n August; and s i n c e t h a t 

p o i n t w i t h t h e Mi d d l e East c r i s i s , t h e p r i c e s have come 

up --

( D i s c u s s i o n o f f t h e r e c o r d w i t h t h e r e p o r t e r . ) 

-- s i n c e t h a t p o i n t , t h e Mi d d l e East c r i s i s , t h e 

p r i c e s f o r d r i l l i n g have come up somewhat from t h a t August 

AFE . 

And i f y o u ' l l t u r n t o E x h i b i t 9, we proposed a 

new w e l l -- or n o t -- we sent o u t a new AFE November 27t h 

when we had t o c o n t i n u e t h i s h e a r i n g ; and a t t h a t t i m e we 

a d v i s e d them t h a t we were c o n t i n u i n g t h e h e a r i n g , and we 

sent o u t t h i s new AFE t o have c o s t s t h a t were more 

r e f l e c t i v e o f t h e c u r r e n t s i t u a t i o n . 
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Q. A l l r i g h t . The r e v i s i o n i n t h e AFE has 

r e s u l t e d i n a s l i g h t i n c r e a s e , oh, about 47,000 i n c r e a s e 

-- $47,000 i n c r e a s e , approximate? 

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

Q. Okay. 

A. And t h a t ' s m a i n l y due t o t h e f o o t a g e work. I t 

went from, I b e l i e v e , $15 a f o o t on our o r i g i n a l AFE, and 

t h i s new AFE has i t a t $22 a f o o t f o r d r i l l i n g . 

Q. Have you r e c e i v e d any o b j e c t i o n from any o f t h e 

w o r k i n g i n t e r e s t owners as t o t h e AFE? 

A. No, we have n o t . 

Q. Has anyone o b j e c t e d t o t h e o r i e n t a t i o n o f t h e 

spa c i n g u n i t ? 

A. No, t h e y have n o t . 

Q. To t h e w e l l l o c a t i o n ? 

A. No. 

Q. Have you s u b m i t t e d t o them a proposed j o i n t 

o p e r a t i n g agreement? 

A. We have n o t s u b m i t t e d a proposed j o i n t 

o p e r a t i n g agreement. I've t a l k e d t o Chevron. They j u s t 

haven't come up w i t h t h e d e c i s i o n o f what t h e y want t o do 

y e t . 

We have a fa r m o u t , as I s a i d , from B u l l d o g , and 

so we are under a d e a d l i n e . That's why we're p u s h i n g 

f o r w a r d w i t h g e t t i n g t h i s t h i n g done. I c o n t a c t e d Marrow 
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B r o s e l y ( p h o n e t i c a p p r o x i m a t i o n ) when I sent o u t t h i s 

l e t t e r November 2 7 t h , j u s t t o f i n d o u t i f t h e y had come 

up, and t h e y j u s t had n o t reached a d e c i s i o n y e t as t o 

whether t h e y were g o i n g t o p a r t i c i p a t e o r farm o u t . 

Q. The p l a n , as you und e r s t a n d i t , i s t o l o c a t e 

t h e w e l l a t a s t a n d a r d l o c a t i o n w i t h i n t h e l e a s e shown on 

E x h i b i t No. 5, h e l d by B u l l d o g Energy? 

A. Yes. We p l a n our l o c a t i o n b e i n g 1,980 from t h e 

east l i n e and 660 from t h e sou t h l i n e , j u s t a s t a n d a r d 

l o c a t i o n . 

Q. Your t i m e c o n s t r a i n t s w i t h B u l l d o g on t h e 

farmo u t r e q u i r e s t h a t you commence t h e w e l l by when? 

A. M i d d l e of February. 

Q. A l l r i g h t . We've l o o k e d a t E x h i b i t 9. 

I d e n t i f y and d e s c r i b e E x h i b i t 10. 

A. E x h i b i t 10 i s a memo from our o p e r a t i o n s 

department. I t ' s j u s t d e t a i l i n g t h e c o s t s f o r d r i l l i n g 

t h i s w e l l , and t h i s a g a i n i s -- t h e y use c o s t s t h a t 

t h e y ' r e f a m i l i a r w i t h , t h a t t h e y ' v e been d r i l l i n g w e l l s i n 

th e l a s t month or two. 

MR. KELLAHIN: Excuse me j u s t a second. 

( D i s c u s s i o n o f f t h e r e c o r d . ) 

MR. KELLAHIN: Thank you. 

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

Q. (By Mr. K e l l a h i n ) Back on t h e r e c o r d . 
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A. T h i s i s a memo from our o p e r a t i o n s department 

s a y i n g t h a t t h e y b e l i e v e t h a t t h e s e c o s t s are i n l i n e w i t h 

c o s t s t o d r i l l t h i s w e l l , and i t a l s o does make a n o t a t i o n 

i n here t h a t t h e y r e c e i v e d a p r e l i m i n a r y AFE from an 

o u t s i d e c o n s u l t a n t t o get a d i f f e r e n t view of t h e AFE. 

Q. Did t h e p r o c e s s i n g o f t h e AFE f o l l o w i t s normal 

course o f e v o l u t i o n t h r o u g h your company w i t h your 

c o n s u l t a n t s ? 

A. Yes, i t d i d . 

Q. I t completed t h e process. I t was r e v i s e d and 

s u b m i t t e d t o w o r k i n g i n t e r e s t owners? 

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

Q. L e t ' s go t o E x h i b i t 11. 

A. E x h i b i t 11 i s t h e o n l y response we've had from 

any o f t h e p a r t i e s i n t h i s , and t h i s i s where Chevron has 

agreed t o farm o u t t o us on terms which was -- b a s i c a l l y 

t h e y ' r e a s k i n g f o r a 35 p e r c e n t b a c k - i n . We f e e l t h a t 

M a r b o f f ( p h o n e t i c a p p r o x i m a t i o n ) farmout o n l y had a 25 

p e r c e n t b a c k - i n , and we f e e l w i t h t h e amount o f r i s k 

i n v o l v e d i n t h i s w e l l , a 35 p e r c e n t b a c k - i n i s t o o h i g h t o 

do t h a t . 

So E x h i b i t 12 i s our r e p l y t o t h e i r l e t t e r and 

we have had no response t o t h a t y e t . 

Q. A l l r i g h t . What do you recommend t o t h e 

Examiner f o r overhead r a t e s , Mr. C l a r k . 
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A. For d r i l l i n g w e l l r a t e s , we'd l i k e t o have 

$5,500, p r o d u c i n g w e l l r a t e s would be $550 a month. 

Q. Again does t h i s f a l l i n l i n e w i t h t h e E r n s t & 

Young w e l l c o s t averages t h a t t h e y ' v e t a b u l a t e d f o r 

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

A. Yes, i t does. 

MR. KELLAHIN: That concludes my e x a m i n a t i o n o f 

Mr. C l a r k . We move t h e i n t r o d u c t i o n o f the s e 

E x h i b i t s 4 t h r o u g h 12. 

THE WITNESS: 5 t h r o u g h 12. 

MR. KELLAHIN: I'm s o r r y , 5 t h r o u g h 12. 

EXAMINER STOGNER: E x h i b i t s 5 t h r o u g h 12 w i l l be 

a d m i t t e d i n t o evidence. 

( A p p l i c a n t PEOC E x h i b i t s 5 t h r o u g h 12 

were a d m i t t e d i n t o evidence.) 

EXAMINER STOGNER: Mr. Van d i v e r , your w i t n e s s . 

CROSS EXAMINATION 

BY MR. VANDIVER: 

Q. Mr. C l a r k , have you c o n t a c t e d any o f these 

p a r t i e s t o be f o r c e pooled by telephone? 

A. Yes, I have. 

Q. And you've j u s t had no response from Yates? 

A. No, we have n o t . I t a l k e d t o Mr. B u l l o c k . As 

I say, we were scheduled t o go t o a h e a r i n g t h e end o f 

November, and he s a i d t h a t t h e y had n o t made up t h e i r 
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minds as t o whether t h e y were g o i n g t o p a r t i c i p a t e o r not 

y e t . 

Q. And you must commence under your B u l l d o g 

farmout by -- you s a i d mid-February, was t h e date? 

A. The d a t e , I b e l i e v e , was t h e 1 4 t h . 

MR. VANDIVER: I have no f u r t h e r q u e s t i o n s . 

EXAMINER STOGNER: Thank you, Mr. Va n d i v e r . 

Are t h e r e any o t h e r q u e s t i o n s o f t h i s w i t n e s s ? 

MR. KELLAHIN: N o t h i n g . 

EXAMINER STOGNER: You may be excused. 

Mr. K e l l a h i n . 

RICK RICKETTS, 

th e Witness h e r e i n , h a v i n g been p r e v i o u s l y d u l y sworn, was 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. R i c k e t t s , have you as a p e t r o l e u m g e o l o g i s t 

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

p r o s p e c t ? 

A. Yes, I have. 

Q. As p a r t o f your study were you a b l e t o reach a 

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

t h i s w e l l ? 

A. Yes, I have. 

Q. Have you been a b l e t o a assess t h a t r i s k i n 
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terms o f t h e percentage t h a t t h e d i v i s i o n awards f o r 

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

a g a i n s t n o n c o n s e n t i n g w o r k i n g i n t e r e s t owners? 

A. Yes, I have. 

Q. What i s your recommendation and o p i n i o n ? 

A. I recommend we g e t t h e maximum p e n a l t y f o r 

nonconsent. 

Q. I d e n t i f y and d e s c r i b e y o u r d i s p l a y s and show us 

why you've reached t h a t c o n c l u s i o n . 

A. Okay. E x h i b i t 1 i s a s t r u c t u r e map c o n t o u r e d 

on t h e base o f t h e Lower Morrow s h a l e , 5 0 - f o o t c o n t o u r 

i n t e r v a l . The w e l l s i n d i c a t e d on here are a l l t h e 

p e n e t r a t i o n s o f Wolfcamp or deeper. I t does n o t i n c l u d e 

t h e s h a l l o w w e l l s , j u s t Wolfcamp or deeper. 

And y o u ' l l see t h e r e are q u i t e a few Morrow 

p e n e t r a t i o n s and q u i t e a few Morrow c o m p l e t i o n s on here. 

However, i f you examine t h e p r o d u c t i o n on t h e s e Morrow 

c o m p l e t i o n s -- and what I d i d , I t o o k a 9-square-mile 

b l o c k around S e c t i o n 21, and i n t h a t area t h e r e were 13 

Marrow p e n e t r a t i o n s , 9 Morrow c o m p l e t i o n s w i t h 70 p e r c e n t 

o f them completed i n t h e Morrow, which i s a p r e t t y good 

p e r c e n t a g e . However, t h e average p r o d u c t i o n on tho s e 9 

w e l l s i s o n l y 900 m i l l i o n c u b i c f e e t o f gas. And a t t h i s 

depth 900 m i l l i o n c u b i c f e e t o f gas i s p r e t t y m a r g i n a l 

c o m p l e t i o n . 
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Q. We're d e a l i n g w i t h a w e l l t h a t c o s t s 

a p p r o x i m a t e l y $840,000? 

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

Q. What would you e s t i m a t e would be t h e p r i c e 

r e c e i v e d f o r t h e gas s o l d from t h e w e l l ? 

A. Okay. At t h i s p o i n t we're e s t i m a t i n g i t t o be 

around $1.50. 

Q. And i f you were t o g e t a b c f o f gas o u t o f i t , 

t h a t would g i v e you a m i l l i o n and a h a l f d o l l a r s ? 

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

Q. You'd g e t back l e s s t h a n t w i c e your money. 

A. Q u i t e a b i t l e s s . That does n o t i n c l u d e t h e 

o v e r r i d e s and t h e n e t i n t e r e s t we'd have would be q u i t e a 

b i t l e s s t h a n h a l f ; t h a t ' s c o r r e c t , o r t w i c e . 

Q. I n terms o f gross d o l l a r s , a 100 p e r c e n t 

i n t e r e s t w i t h o u t t a k i n g t h e o v e r r i d e s , you'd g e t your 

money back one and a h a l f times? 

A. About t h a t , yeah. 

Q. How do you assess t h a t ? 

A. W e l l , I t h i n k i t makes t h e w e l l f a i r l y r i s k y . 

I n o t h e r words, you have t o make c o n s i d e r a b l y b e t t e r t h a n 

t h e average w e l l f o r i t t o be an economical w e l l f o r 

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

Q. Can you show t h e Examiner t h o s e w e l l s among t h e 

13 t h a t have been a b l e t o produce i n excess o f a b c f o f 
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gas? 

A. Okay. There are a c t u a l l y t h r e e w e l l s t h a t w i l l 

produce an excess. The f i r s t one would be i n S e c t i o n 16, 

t h e Yates No. 1 M i l l m a n "SB" S t a t e i n t h e n o r t h h a l f o f 

S e c t i o n 16, which i s cum 1.4 b c f t o d a t e . 

Q. J u s t a min u t e . 

A. I'm s o r r y . 

Q. I need t o f i n d o ut --

A. Yes. 

Q. I n 16? 

A. Yes, t h e n o r t h h a l f -- n o r t h h a l f 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. 

Q. You've g o t two w e l l s i n 16. The n o r t h h a l f 

w e l l has g o t 1.4 b c f cum? 

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

Q. A l l r i g h t . That's one o f t h e good ones. Where 

i s t h e n e x t one? 

A. Okay. I n S e c t i o n 17 i n t h e s o u t h e a s t q u a r t e r 

of S e c t i o n 17, t h e Yates M i l l m a n HD S t a t e No. 1 i s cummed 

a l i t t l e over 1.5 m i l l i o n . 

Q. A l l r i g h t , s i r . Any o t h e r s ? 

A. I n S e c t i o n 28, t h e sou t h h a l f o f S e c t i o n 28, 

t h e Oxy No. 1 "CX" S t a t e Comm. has produced 2.4 b c f . 

I might add, t h e r e i s one o t h e r w e l l t h a t i s 

j u s t below a m i l l i o n c u b i c f e e t o f gas -- or a b i l l i o n 
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c u b i c f e e t o f gas, and t h a t i s t h e M e r i d i a n F e a t h e r s t o n e 

S t a t e i n t h e n o r t h e a s t o f s e c t i o n 20, so you have t h r e e 

t h a t are over b c f , and one j u s t r i g h t a t b c f . The r e s t o f 

them a re c o n s i d e r a b l y below. 

Q. L e t ' s l o o k a t how you've mapped t h e r e s e r v o i r . 

A. Okay. 

Q. L e t ' s see what t h e sand map l o o k s l i k e . 

A. Okay. E x h i b i t 2 i s an isopach map o f t h e 

"A" sand p o r o s i t y . The "A" sand i s r e a l l y t h e main t h i n g 

we're s h o o t i n g f o r here. There a r e , o f course, a number 

of Morrow sands s t a c k e d i n t h i s area, as w e ' l l see when we 

l o o k a t t h e c r o s s s e c t i o n . But t h e "A" sand i s r e a l l y t h e 

-- by f a r t h e most p r o l i f i c p r o d u c e r . 

Q. L e t ' s go g e t them a l l o u t , t h e n . I f t h e t o p 

one i s t h e "A." 

A. The t o p one on t h a t map i s t h e "A"; t h a t ' s 

c o r r e c t . 

Q. Okay. 

A. What I've done, I went t h r o u g h and mapped t h e 

s t a n d a r d o r v e r y c o n t i n u o u s t h a t I c o u l d map over t h e 

e n t i r e area, and t h a t b a s i c a l l y i n c l u d e d two sands, t h e 

"A" and t h e "B." 

Q. A l l r i g h t . We go lo w e r , t h e n . We g e t t h e B. 

A. That's c o r r e c t . There are o t h e r sands t h a t are 

l e s s c o n t i n u o u s and f a r more d i f f i c u l t t o map. I d i d n o t 

HUNNICUTT REPORTING 
(505) 982-9770 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

2 3 

24 

25 

19 

map on an i n d i v i d u a l b a s i s . 

Q. I n c o n s t r u c t i n g t h e c r o s s s e c t i o n , which i s 

E x h i b i t 4, d i d you use t h e same w e l l s i n t h e c r o s s s e c t i o n 

t o show t h e "B" and t h e "A" sand? 

A. Yes, uh-huh. 

Q. Okay. L e t ' s l o o k a t t h e c r o s s s e c t i o n t h e n and 

see how tho s e appear. 

A. T h i s 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 found on 

t h e t o p o f t h e Morrow e l a s t i c s , t h e blue-shaded l i n e a t 

t h e t o p , runs b a s i c a l l y s o u t h t o n o r t h as you're l o o k i n g 

a t i t , A - A', and t h e "A" sand i s t h e v e r y c o n t i n u o u s 

sand t h a t runs — t h a t l i e s between t h e t o p o f t h e Morrow 

e l a s t i c s and t h e base o f t h e Lower Morrow s h a l e . 

The "B" sand i s t h e c o n t i n u o u s sand, t h e 

t h i c k e r , c o n t i n u o u s sand below t h e base o f t h e Lower 

Morrow s h a l e . And as I mentioned, you can see a number o f 

o t h e r sands t h a t are l e s s c o n t i n u o u s t h a t are p r e s e n t i n 

t h e area. Most o f t h e p r o l i f i c w e l l s a c t u a l l y are 

p r o d u c i n g o u t o f t h e "A" sand. 

Q. L e t ' s make a comparison o f b o t h sand maps and 

l o o k a t t h e two w e l l s i n 16. 

A. Okay. N e i t h e r w e l l i n S e c t i o n 16 are -- t h e 

Yates "SB" S t a t e No. 2 and t h e "SB" S t a t e No. 1, n e i t h e r 

one are a c t u a l l y p r o d u c i n g out o f t h e "A" zone. The "A" 

zone i s behi n d p i p e i n b o t h o f those w e l l s , p o t e n t i a l l y 
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p r o d u c t i v e , b u t i t c u r r e n t l y — i t ' s n o t p r o d u c i n g o ut o f 

e i t h e r zone. 

Q. Okay. When we go t o t h e "B" sand --

A. Okay. The "B" sand i s p r e s e n t i n b o t h w e l l s . 

I t i s n o t p r o d u c i n g i n t h e "SB" S t a t e No. 1. Gross end 

t e s t s o f t h e r i g h t i n t e r v a l were covered condensate and 

s a l t w a t e r , so i t may never be p r o d u c t i v e . 

Q. Look a t t h e cum on p r o d u c t i o n , though. 

A. The -

Q. How do you --

A. That's coming out o f a s t r a y sand much lower i n 

t h e s e c t i o n . 

Q. Okay. 

A. I n f a c t , i t ' s t h e l o w e s t sand i n t h e s e c t i o n . 

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

p a r t i c u l a r zone. 

Q. I f we l o o k a t t h e c r o s s s e c t i o n , t h e n , 

E x h i b i t No. 4, l o o k a t t h e M i l l m a n "SB" S t a t e 1 W e l l , t h e 

red p e r f o r a t i o n i s i n t h i s lower — 

A. Yeah. Kind o f a s t r a y sand, yeah. 

Q. Do you f i n d t h a t lower sand s t r i n g ( s i c ) are 

p r o d u c i n g gas i n any o f these o t h e r w e l l s t h a t i n d i c a t e --

A. No, I do n ' t . 

Q. You ca n ' t p i c k i t up again? 

A. Not t h a t I can d e f i n i t e l y c o r r e l a t e i t w i t h i t , 
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no . 

Q. W e l l , t h a t ' s one o f your t h r e e w e l l s t h a t 

produces more t h a n a b c f ? 

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

Q. What does t h a t t e l l you about t h e r i s k s ? 

A. W e l l , i t t e l l s you a t l e a s t one o f your t h r e e 

w e l l s i n t h e r e , you're p r o b a b l y n o t g o i n g t o h i t t h a t 

p a r t i c u l a r sand. 

Q. Okay. 

A. As f a r as t h e "B" sand goes on t h e s e two w e l l s , 

l i k e I s a i d , i t ' s b e hind p i p e . I n t h e "SB" S t a t e No. 1, 

t h e bsq ( p h o n e t i c a p p r o x i m a t i o n ) over t h a t i n t e r v a l were 

covered condensate and s a l t w a t e r . I t was a l o n g 

i n t e r v a l , so we c a n ' t t e l l f o r sure what came from what. 

I f you l o o k a t t h e "SB" S t a t e No. 2, however, 

i t has a n i c e , t h i c k porous "B" sand and has produced 

e s s e n t i a l l y n o t h i n g . I t ' s b a s i c a l l y a case-dry h o l e . 

Q. A l l r i g h t . Make a comparison f o r me i n terms 

of sand t h i c k n e s s and c u m u l a t i v e p r o d u c t i o n between t h e 

o t h e r two good w e l l s . You've g o t a w e l l i n S e c t i o n 20 

j u s t under a b c f ? 

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

Q. 17 f e e t i n t h e --

A. I t ' s p r o d u c i n g out o f t h e "B" sand, and — 

yeah, p r o d u c i n g out o f t h e "B" sand. 
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Q. When you l o o k t o t h e "B" sand p r o d u c t i o n out o f 

t h e w e l l i n 28 w i t h n i n e f e e t , a r e we g e t t i n g "B" sand 

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

A. We're g e t t i n g b o t h "B" and "A" sand p r o d u c t i o n 

ou t o f t h a t p a r t i c u l a r w e l l ; and i t ' s d i f f i c u l t t o say 

what — how much i s coming from each zone. 

Q. And when you make t h a t same comparison o f t h e 

"A" sand w i t h t h e w e l l i n S e c t i o n 20 and t h e w e l l i n 

S e c t i o n 28 --

A. S e c t i o n 20 does not produce o u t o f t h e "A." 

Q. R i g h t . When you g e t down t o 28, you've g o t 

15 f e e t ? 

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

Q. T y p i c a l h i g h - r i s k , Morrow channel d e p o s i t i o n , 

t h a t i t ' s h a r d t o p r o j e c t t h e q u a l i t y o f your sand or t h e 

p r o d u c t i v i t y o f your w e l l --

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

Q. — i s n ' t t h a t t r u e ? 

A. That i s c o r r e c t . P a r t i c u l a r l y i n "B." The 

t h i n g t h a t h u r t s you i n t h e "B" sand so much i s t h e "SB" 

S t a t e No. 2 i n t h e south h a l f o f 16, which has a 

g o o d - l o o k i n g sand on t h e l o g and i t i s n o t p r o d u c i n g 

a n y t h i n g . 

Q. Any r e s e r v a t i o n s a t a l l , Mr. R i c k e t t s , about 

recommending t h e maximum p e n a l t y ? 
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A. No, none whatsoever. 

MR. KELLAHIN: Move t h e i n t r o d u c t i o n o f E x h i b i t s 1 

t h r o u g h 4. 

EXAMINER STOGNER: 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 e vidence. 

( A p p l i c a n t PEOC E x h i b i t s 1 t h r o u g h 4 

were a d m i t t e d i n t o evidence.) 

MR. KELLAHIN: That concludes my e x a m i n a t i o n o f 

Mr. R i c k e t t s . 

EXAMINER STOGNER: Thank you, Mr. K e l l a h i n . 

Mr. V a n d i v e r , your w i t n e s s . 

MR. VANDIVER: I have no q u e s t i o n s . 

EXAMINER STOGNER: Does anybody e l s e have any 

q u e s t i o n s o f t h i s w i t n e s s ? 

(No response.) 

EXAMINER STOGNER: A n y t h i n g e l s e f u r t h e r i n Case No. 

10169? 

(No response.) 

EXAMINER STOGNER: I f n o t , t h i s case w i l l be t a k e n 

under advisement. 

(The f o r e g o i n g h e a r i n g was concluded a t t h e 

approximate hour o f 11:46 a.m.) 

* I do hereby certify that ths forsqoinrj !s 
a compiele record of the proceedir.-rjs in 
the Examiner hearing of Case No. /C/69, 
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