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WHEREUPON, the f o l l o w i n g proceedings were had a t 

3:45 p.m.: 

EXAMINER BROOKS: Back on the record. At t h i s 

time w e ' l l c a l l Case Number 13,036, the A p p l i c a t i o n of 

David H. A r r i n g t o n O i l and Gas, I n c . , f o r compulsory 

p o o l i n g , Lea County, New Mexico, 

and Case Number 13,039, the A p p l i c a t i o n of David 

H. A r r i n g t o n O i l and Gas, Inc. — I'm s o r r y , Number 3- — 

t h a t ' s 13,039. 13,036 i s the A p p l i c a t i o n of Ocean Energy, 

I n c . , f o r compulsory p o o l i n g , Lea County, New Mexico. 

C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

re p r e s e n t i n g Ocean Energy, Incorporated. I have t h r e e 

witnesses. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe o f f i c e of Holland and 

Hart, L.L.P. We represent David H. A r r i n g t o n O i l and Gas, 

In c . , and I also have three witnesses. 

EXAMINER BROOKS: Okay, t h a t ' s a l o t of witnesses 

f o r t h i s time i n the afternoon, but l e t them stand and be 

sworn. 

(Thereupon, the witnesses were sworn.) 

EXAMINER BROOKS: Okay, I assume t h a t — Well, 

apparently by common consent Mr. Bruce i s going f i r s t , 

which — 
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MR. BRUCE: Yes. 

EXAMINER BROOKS: — given the f a c t t h a t you 

f i l e d f i r s t , would seem t o be app r o p r i a t e . 

You may proceed, Mr. Bruce. 

MR. BRUCE: Thank you. 

DEROLD MANEY. 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name and c i t y of 

residence? 

A. Derold Maney, Houston, Texas. 

Q. Who do you work f o r and i n what capacity? 

A. I'm a landman f o r Ocean Energy, I n c . 

Q. Have you p r e v i o u s l y t e s t i f i e d before the 

D i v i s i o n ? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as an expert landman 

accepted as a matter of record? 

A. Yes, they were. 

Q. And are you f a m i l i a r w i t h the land matters 

i n v o l v e d i n these A p p l i c a t i o n s ? 

A. Yes, I am. 

EXAMINER BROOKS: Sorry, could you s p e l l your 
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name? 

THE WITNESS: D-e-r-o-l-d M-a-n-e-y. 

EXAMINER BROOKS: Thank you. Proceed. 

MR. BRUCE: Mr. Examiner, I tender Mr. Maney as 

an expert petroleum landman. 

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

EXAMINER BROOKS: He i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Maney, could you i d e n t i f y 

E x h i b i t 1 and describe what Ocean seeks i n t h i s case? 

A. This i s a land p l a t , i n the orange o u t l i n e 

i n d i c a t i n g the u n i t , and the yellow p o r t i o n i n the west 

h a l f of the proposed u n i t i s the Ocean acreage t h a t we 

hol d . 

Q. Okay. And do you seek t o pool from the surface 

t o the base of the M i s s i s s i p p i a n formation? 

A. Top of the M i s s i s s i p p i a n . 

Q. Top of the M i s s i s s i p p i a n , top — what? To the 

top or i s i t the top 2- — 

A. Test the top. 

Q. Test the top of the — say, the top 200 f e e t of 

the Mis s i s s i p p i a n ? 

A. Yes, s i r . 

Q. What i s Ocean's proposed w e l l l o c a t i o n ? 

A. 660 from the south l i n e and 1980 from the east 

l i n e . 

STEVEN T. BRENNER, CCR 
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Q. And A r r i n g t o n O i l and Gas has a d i f f e r e n t 

l o c a t i o n , do they not? 

A. Yes, they do. 

Q. And w i l l Ocean's g e o l o g i s t and engineer discuss 

the reasons f o r your proposed l o c a t i o n ? 

A. Yes, they w i l l . 

Q. What i s the — I guess I got the e x h i b i t s out of 

order, but would you sk i p over t o E x h i b i t 3 — 

A. Yes, s i r , t h i s i s — 

Q. — f o r a minute? And f i r s t of a l l , although we 

don't have an e x h i b i t , I don't t h i n k , who are the working 

i n t e r e s t owners i n the 320-acre w e l l u n i t ? 

A. Ocean Energy, I n c . ; McCombs Energy; Nadel and 

Gussman; and David H. A r r i n g t o n O i l and Gas. 

Q. Okay, and A r r i n g t o n owns 50 percent? 

A. F i f t y percent, Ocean owns 26.67 percent, McCombs 

owns 13.33 percent, and Nadel and Gussman owns 10 percent. 

MR. BRUCE: Okay. Mr. Examiner, I f o r g e t , I am 

also e n t e r i n g an appearance today on behalf of Nadel and 

Gussman Permian, LLC. 

EXAMINER BROOKS: Very good. 

Q. (By Mr. Bruce) Mr. Maney, McCombs and Nadel and 

Gussman are i n agreement w i t h Ocean — 

A. Yes. 

Q. — on t h i s w e l l l o c a t i o n ? 
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A. Yes, we are under an op e r a t i n g agreement. We've 

d r i l l e d other w e l l s i n the area and under an o p e r a t i n g 

agreement. 

Q. Okay. Now, before we get t o the proposal l e t t e r 

t h a t you sent t o A r r i n g t o n O i l and Gas, I note t h a t on 

E x h i b i t 1 i t shows the east h a l f , east h a l f of Section 8 as 

being owned by ExxonMobil. That i s not c o r r e c t , i s i t ? 

A. No, i t ' s not. 

Q. That east h a l f , east h a l f i s a new s t a t e lease 

j u s t issued t o A r r i n g t o n O i l and Gas? 

A. Yes, i t i s . 

Q. Or owned by A r r i n g t o n O i l and Gas, I should say? 

A. Yes. 

Q. Now, how long has — g e t t i n g back t o E x h i b i t 3, 

how long has Ocean been l o o k i n g a t d r i l l i n g a w e l l i n 

Section 8? 

A. We f i r s t proposed the w e l l t o Exxon i n November 

of 2000. 

Q. And a t t h a t time the east h a l f , east h a l f was 

owned by Exxon? 

A. Yes, i t was. 

Q. Okay, the lease has since expired? 

A. Yes. 

Q. Okay, then keep on going, please? 

A. Okay, we proposed — Well, excuse me, I sent my 

STEVEN T. BRENNER, CCR 
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f i r s t l e t t e r i n November of 2002 t o Exxon r e q u e s t i n g a term 

assignment, and I f o l l o w e d t h a t up i n January of 2002 w i t h 

a proposed w e l l . 

I n February — excuse me, May 28th, Exxon — we 

got a term assignment covering the east h a l f , n o r t h e a s t , 

and the southeast of Section 8 and the northwest q u a r t e r of 

Section 9. And — t h a t ' s not r i g h t . Section 9, i t ' s t he 

n o r t h e a s t of the northwest quarter i s what we got from 

Exxon under the term assignment. 

And e a r l y August, Exxon c a l l e d and s a i d t h a t they 

were concerned as t o the lease s t a t u s of t h e i r lease 

K5926-1. 

Q. And t h a t was a f t e r you obtained a term assignment 

and p a i d f o r a term assignment? 

A. Yes, yes. 

Q. Okay, go ahead. 

A. And a t t h a t p o i n t we withdrew the proposal t o our 

p a r t n e r s Nadel and Gussman and McCombs, because we d i d n ' t 

want t o d r i l l a w e l l i f there was a t i t l e issue. 

And then August 27th, Newfield, who had 

p r o d u c t i o n i n the west h a l f of Section 8, they wrote a 

l e t t e r t o the State of New Mexico, s a i d the w e l l was shut 

i n and t h a t they would pay s h u t - i n i n A p r i l of '03. 

Q. Okay, and l e t me i n t e r r u p t again. The p r o d u c t i o n 

i n the west h a l f of 8 was on t h a t same lease? 

STEVEN T. BRENNER, CCR 
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A. Yes. 

Q. The east h a l f , east h a l f of Section 8 and some 

acreage i n the west h a l f of Section 8 was under the same 

lease? 

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

Q. Okay. There was no product i o n i n the east h a l f 

of Section 8? 

A. No. 

Q. Okay. 

A. No. And about a month l a t e r , i n September, I 

wrote a l e t t e r t o the State of New Mexico and requested the 

lease s t a t u s and October 8th we got a l e t t e r from the State 

of New Mexico saying t h a t the lease was exp i r e d February 

28th. 

EXAMINER BROOKS: What year? 

THE WITNESS: '02. 

EXAMINER BROOKS: '02. 

THE WITNESS: And i n October or s h o r t l y 

t h e r e a f t e r , I attempted t o nominate the lease a t the s t a t e 

s a l e and was t o l d we needed t o w a i t 60 days, which we d i d , 

and we nominated i n December f o r the January s a l e . 

And January 21st the sale was h e l d , and t h a t 

lease went f o r $130,000 t o Doug Schutz who, i t ' s my 

understanding, purchased the lease f o r David H. A r r i n g t o n . 

And we b i d up t o $128,000 before we dis c o n t i n u e d b i d d i n g . 
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Q. Okay. So you have been — Although t h e r e was a 

gap between your f i r s t two l e t t e r s , Ocean has been 

proposing the w e l l or attempting t o d r i l l i t f o r over a 

year now? 

A. Yes. 

Q. Now, you mentioned you wrote t o the State. Did 

you a l s o p e r s o n a l l y v i s i t w i t h personnel i n the State Land 

O f f i c e t o discuss the s i t u a t i o n of the east h a l f , east h a l f 

lease? 

A. I d i d , I v i s i t e d w i t h J e f f Albers. 

Q. At the Land Office? 

A. Yes, I d i d . 

Q. And so you were q u i t e c l e a r , were you not, t h a t 

you wanted t o make sure t h a t the State knew what was going 

on and t h a t Ocean d i d n ' t want t o d r i l l on a bad lease? 

A. Correct. 

Q. Okay. Now, a f t e r the new lease was issued, d i d 

you then propose the w e l l t o A r r i n g t o n O i l and Gas? 

A. I i n i t i a l l y proposed i t t o Doug Schutz 

immediately, and then a day or two afterwards when I was 

c e r t a i n t h a t David H. A r r i n g t o n O i l and Gas owned the 

r i g h t s t o the lease, I proposed the w e l l t o him. 

Q. And i s your proposal l e t t e r submitted as E x h i b i t 

2? 

A. Yes, s i r . 

STEVEN T. BRENNER, CCR 
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Q. And the second page of E x h i b i t 2 i s simply a 

f o l l o w - u p l e t t e r t o Mr. Arrington? 

A. Yes, i t i s . 

Q. Okay, what response d i d Ocean receive? 

A. I had a few conversations w i t h Mr. A r r i n g t o n 

about the lease. We t a l k e d about us buying the lease but 

we couldn't agree on terms. We had already p r e t t y much 

reached our l i m i t on what we thought i t was worth, and so 

we couldn't come t o an agreement. 

Q. I n your o p i n i o n , has Ocean made a good f a i t h 

e f f o r t t o o b t a i n the v o l u n t a r y j o i n d e r of the i n t e r e s t 

owners i n the proposed well? 

A. Yes, we have. 

Q. And could you i d e n t i f y E x h i b i t 4 and discuss the 

costs of the proposed well? 

A. E x h i b i t 4 i s the AFE f o r the w e l l . The dryhole 

costs are $986,400, and the completed w e l l costs, 

$1,700,850. 

Q. I s t h i s cost i n l i n e w i t h the cost of other w e l l s 

d r i l l e d t o t h i s depth i n t h i s area of Lea County? 

A. I b e l i e v e i t i s . 

Q. And does Ocean request t h a t i t be designated 

operator of the well? 

A. Yes, we do. 

Q. Do you have a recommendation f o r the amounts 

STEVEN T. BRENNER, CCR 
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which Ocean should be paid f o r s u p e r v i s i o n and 

a d m i n i s t r a t i v e expenses i f the p a r t i e s cannot come t o 

v o l u n t a r y terms? 

A. Yes, I do, $6000 per month f o r a d r i l l i n g w e l l 

and $600 per month f o r a producing w e l l . 

Q. And are these amounts eq u i v a l e n t t o those 

normally charged by Ocean and other operators i n t h i s area 

f o r w e l l s of t h i s depth? 

A. I b e l i e v e they are. 

Q. Do you request t h a t t h i s r a t e be adjusted 

p e r i o d i c a l l y as provided by the COPAS accounting procedure? 

A. Yes, s i r , I do. 

Q. And was A r r i n g t o n O i l and Gas n o t i f i e d of t h i s 

hearing? 

A. Yes, they were. 

Q. And i s E x h i b i t 5 my a f f i d a v i t of notice? 

A. Yes, i t i s . 

Q. Were E x h i b i t s 1 through 5 prepared by you or 

under your s u p e r v i s i o n or compiled from company business 

records? 

A. They were. 

Q. And i n your o p i n i o n i s the g r a n t i n g of Ocean's 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

p r e v e n t i o n of waste? 

A. Yes. 

STEVEN T. BRENNER, CCR 
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MR. BRUCE: Mr. Examiner, I ' d move the admission 

of Ocean E x h i b i t s 1 through 5. 

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

EXAMINER BROOKS: One through 5 are admitted. 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Maney, i f I look a t Ocean's proposal, you're 

seeking an order p o o l i n g the same acreage as David H. 

A r r i n g t o n ; i s t h a t not c o r r e c t ? 

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

Q. You're proposing a w e l l i n the — what i s i t , the 

southeast of the southeast of t h i s — 

A. Yes, I be l i e v e t h a t ' s c o r r e c t . 

MR. BRUCE: Southwest — 

THE WITNESS: Sorry — 

Q. (By Mr. Carr) Southwest, t h a t ' s r i g h t . 

Southwest southwest of the spacing u n i t . Mr. A r r i n g t o n i s 

proposing a w e l l up i n the northeast quarter? 

A. Yes. 

Q. And t h a t ' s r e a l l y the d i f f e r e n c e between the two 

proposals other than — 

A. Yes. 

Q. — both wanting t o operate? 

A. Right. 

Q. I b e l i e v e you t e s t i f i e d t h a t i n the proposed 

STEVEN T. BRENNER, CCR 
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spacing u n i t , t he east h a l f of 8, c o l l e c t i v e l y Ocean, 

McCombs and Nadel and Gussman would have 50 percent of 

whatever w e l l i s d r i l l e d on t h a t — 

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

Q. You also operate the south h a l f of Section 5, 

immediately n o r t h of t h e r e , do you not? 

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

Q. And the r e i s a w e l l 660 f e e t o f f the n o r t h 

boundary of t h i s standup e a s t - h a l f spacing u n i t ? 

A. Yes. 

Q. That's an Ocean well? 

A. Yes. 

Q. What i s the ownership i n the south h a l f of 

Section 5? 

A. Ocean owns 53 percent, McCombs owns 26 percent, 

Nadel and Gussman owns 20 percent. 

Q. What does t h a t t o t a l ? I s t h a t a l l of i t ? 

A. That's a l l of i t . 

Q. So you — The same thr e e p a r t n e r s t h a t have 50 

percent i n the east h a l f of 8 have 100 percent of the south 

h a l f of — 

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

Q. — Section 5? 

You proposed the w e l l t o Mr. A r r i n g t o n on January 

the 28th. That was the f i r s t formal proposal t o Arr i n g t o n ? 

STEVEN T. BRENNER, CCR 
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A. Yes. 

Q. Had not Mr. A r r i n g t o n faxed a proposal t o you the 

day before f o r the same property? 

A. He may have. 

MR. CARR: That's a l l I have, thank you. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. I want t o c l a r i f y the ownership on t h i s — You 

gave me the percentages. A r r i n g t o n owns 50 percent, Ocean 

owns 26.67 and McCombs 13.33 and Nadel and Gussman 10 

percent? 

A. Yes, s i r . 

Q. That's — the u n i t i s a l l now — 

A. That's the u n i t , r i g h t . 

Q. Where i s the t r a c t t h a t A r r i n g t o n owns? I s t h a t 

t h e east h a l f of the east h a l f ? 

A. East h a l f of the east h a l f , yes, s i r . 

Q. And Ocean owns the n o r t h — 

A. We own the west h a l f of the east h a l f . 

Q. Okay, do you own 50 percent, or what percent do 

you own? Do you own a percentage — an undivided i n t e r e s t 

i n a l l of the west h a l f , or — 

A. Yes — 

Q. — i s t h a t s p l i t up? 

A. — t h a t ' s our 26 percent. 

STEVEN T. BRENNER, CCR 
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Q. Okay, and the others, they also own undivided 

i n t e r e s t — 

A. Yes. 

Q. — i n the e n t i r e west h a l f ? 

A. Yes. 

Q. So there's no s p l i t of ownership between the 

t r a c t s i n the west h a l f ? 

A. No. 

Q. Okay. And the v e r t i c a l l i m i t a t i o n s are from the 

surface t o the — d i d you say t o the top of the 

Miss i s s i p p i a n ? 

A. Top of the M i s s i s s i p p i a n . 

Q. Okay, and what i s the pool i n which t h i s i s 

located? 

A. I t i s the Atoka-Morrow — l e t ' s see. 

MR. BRUCE: Mr. Examiner, i t ' s t he North Vacuum-

Atoka-Morrow Gas Pool. 

EXAMINER BROOKS: North Vacuum- — 

MR. BRUCE: That i s i n the A p p l i c a t i o n . 

EXAMINER BROOKS: Okay. And Mr. Carr has put on 

here t h a t i t ' s undesignated. I s i t w i t h i n t he — 

MR. BRUCE: I t ' s w i t h i n a m i l e , I b e l i e v e . 

EXAMINER BROOKS: Wi t h i n a mile? 

THE WITNESS: That's r i g h t . 

Q. (By Examiner Brooks) Okay, any other pools t h a t 

STEVEN T. BRENNER, CCR 
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anybody knows of t h a t are affected? 

A. (Shakes head) 

Q. And you're asking f o r a 320-acre u n i t . Are you 

asking f o r any smaller u n i t s i n case any other — 

A. No. 

Q. — formations are — 

A. Not a t t h i s time, no, s i r . 

Q. Okay, I b e l i e v e t h a t ' s a l l I have. Oh, maybe I 

b e t t e r get i t on the record, because I picked i t up o f f of 

your E x h i b i t 4 here. E x h i b i t 4 r e f l e c t s the l o c a t i o n — 

your proposed l o c a t i o n as being 660 from the south and 1980 

from the east; i s t h a t c o r r e c t ? 

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

EXAMINER BROOKS: Thank you. Nothing f u r t h e r . 

MR. BRUCE: I have nothing f u r t h e r of t h i s 

witness. 

EXAMINER BROOKS: You may c a l l your next witness. 

MR. BRUCE: I c a l l Mr. Lowe t o the stand. 

JAMES T. LOWE. 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name and c i t y of 

residence f o r the record? 
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A. My name i s James T. Lowe, from Spring, Texas. 

Q. Who do you work f o r and i n what capacity? 

A. I'm employed by James Tobin Associates i n the 

ca p a c i t y as a c o n s u l t i n g g e o l o g i s t f o r Ocean Energy, I n c . 

Q. Okay. Have you p r e v i o u s l y t e s t i f i e d before the 

New Mexico O i l Conservation D i v i s i o n ? 

A. I have not. 

Q. Would you summarize f o r the Examiner your 

e d u c a t i o n a l and employment background? 

A. I have a bachelor's degree i n geology from the 

U n i v e r s i t y of Wisconsin i n Milwaukee and a master's degree 

from Western Washington U n i v e r s i t y i n geology from the 

U n i v e r s i t y of Washington. 

I have 30 years of e x p l o r a t i o n o i l and gas 

experience, mostly i n the lower 48. Twenty-six of those 

have been w i t h Unocal, and the l a s t 15 years of t h a t 26 

were i n the Gulf Coast and mid-continent areas. The past 

two years I have been employed by BP as c o n s u l t i n g 

g e o l o g i s t f o r west Texas i n the Delaware Basin. 

Q. Before we move on, there are t h r e e geologic 

e x h i b i t s presented by Ocean today, and they have the name 

of Frank Messa on them. Mr. Messa i s also an Ocean 

g e o l o g i s t , c o r r e c t ? 

A. Yes, s i r . 

Q. And he's k i n d of under the weather? 

STEVEN T. BRENNER, CCR 
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A. Yes, s i r . 

Q. Did you a c t u a l l y prepare E x h i b i t s 6, 7 and 8? 

A. I d i d . 

Q. And you have reviewed a l l the data t h e r e , and i t 

r e f l e c t s your geologic o p i n i o n ; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

MR. BRUCE: Mr. Examiner, I tender Mr. Lowe as an 

expert petroleum g e o l o g i s t . 

EXAMINER BROOKS: Any o b j e c t i o n , Mr. Carr? 

MR. CARR: No. 

EXAMINER BROOKS: So q u a l i f i e d . 

Q. (By Mr. Bruce) Now, Mr. Lowe, could you i d e n t i f y 

your E x h i b i t 6 and discuss the s t r u c t u r e i n t h i s area? 

A. E x h i b i t 6 i s a s t r u c t u r e map of the Townsend-

Morton areas on the top Morrow lime. The area shown on the 

map i s a n i n e - s e c t i o n map w i t h the s e c t i o n i n qu e s t i o n , 

Section 8, i n the middle. The map i s a scale of l-to-3000. 

The red dots are c u r r e n t l y producing Brunson sand, which i s 

our primary o b j e c t i v e . The contour i n t e r v a l i s 100 f e e t . 

The area of Ocean Energy's lease p o s i t i o n i s c o l o r e d i n 

yel l o w , and the black area o u t l i n e d i n the east of 8 i s the 

h a l f - s e c t i o n i n question. 

The proposed w e l l of Ocean Energy, the D i r t D e v i l 

8-1, i s on the southwest quarter of the east h a l f of 

Section 8. The s t r u c t u r a l p o s i t i o n i s i n a n o r t h — I 
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should say the n o r t h end of a nose which goes t o the n o r t h 

from south and i s i n a r e l a t i v e s y n c l i n a l p o s i t i o n shown by 

the contours. 

The two red numbers above and below are the 

c u r r e n t gas prod u c t i o n i n MCF, and the denominator of t h a t 

number i s the c u r r e n t gas cum i n m i l l i o n MCF on the map. 

Q. Are the production f i g u r e s from the Atoka? 

A. The production f i g u r e s are from the Brunson-Atoka 

sand, yes, s i r . 

Q. Okay. Do you have anything f u r t h e r on t h i s 

e x h i b i t , Mr. Lowe? 

A. No, s i r . 

Q. Let's move on t o E x h i b i t 7. What does t h a t 

d e p i c t ? 

A. E x h i b i t 7 i s an isopach map of the lower Atoka-

Brunson sand, and i t i s the net isopach, and i t was d e f i n e d 

as shown i n the legend below as the net pay g r e a t e r than 

8-percent d e n s i t y p o r o s i t y , and the black number underneath 

t h a t number shown by each w e l l t h a t penetrated the Brunson 

sand i s the gross sand which has a character of l e s s than 

60 API u n i t s . 

Again, the red dots show the producing w e l l s t h a t 

have penetrated the Brunson sand and are the same numbers 

t h a t were shown on the s t r u c t u r e map. 

The i n t e r p r e t a t i o n of the Brunson sand as shown 
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i n the lease, shows t h a t t h e r e i s a r e l a t i v e t h i c k across 

Section 8 i n the southern p o r t i o n of t h a t s e c t i o n , and our 

l o c a t i o n shows the sand i s approximately — they estimate 

i t t o be 40 t o 45 f e e t t h i c k i n t h a t zone. 

The sand channel t h a t the Brunson sand has been 

i n t e r p r e t e d as extends north-northeast from t h a t l o c a t i o n . 

Q. Now, when you look a t E x h i b i t 6, the southeast 

q u a r t e r of Section 8 i s somewhat s t r u c t u r a l l y higher than 

t h e northeast q u a r t e r ; i s t h a t f a i r t o say? 

A. Can you say t h a t again, please? 

Q. The southeast quarter of Section 8 i s somewhat 

s t r u c t u r a l l y higher than a l o c a t i o n i n the northeast 

quarter? 

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

Q. But the sands appear t o be much t h i c k e r i n the 

southeast quarter? 

A. Yes, s i r , they do. 

Q. And would i t be your conclusion t h a t you would 

want t o stay i n the southeast q u a r t e r of Section 8 because 

of t h e t h i c k e r sand? 

A. Yes. 

Q. Okay. Now, keeping your E x h i b i t 7 i n f r o n t of 

you, could you move on t o your E x h i b i t 8 and discuss the 

w e l l s i n t h i s cross-section? 

A. E x h i b i t 8 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 
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through the w e l l s t h a t go through Section 8 and al s o a 

s e c t i o n on e i t h e r side of Section 8, t o the n o r t h and t o 

the south. 

The cross-section has a scale of 1 i n c h equals 80 

f e e t v e r t i c a l l y , and no h o r i z o n a l scale. The lime shown as 

datum top Morrow lime i s the s t r a t i g r a p h i c datum t h a t the 

l o g s , the t h r e e w e l l s , were hung on. The yel l o w p o r t i o n 

across the map i s the top and bottom of the Brunson sand as 

shown by the c o r r e l a t i o n s i n each w e l l b o r e . And the red 

numbers on each side of the w e l l , on the side of each w e l l , 

show the p e r f o r a t i o n s and productive i n t e r v a l and the 

cumulative production of the w e l l s surrounding our 

l o c a t i o n . 

The cross-section shows d r a m a t i c a l l y t h a t the 

Ocean Energy l o c a t i o n w i l l be approximately the same 

thick n e s s as the sand i n the Marathon O i l Company State 

Community Number 2, Section 17, immediately t o the 

southeast. 

Q. Okay. There are some p r e t t y good w e l l s t o the 

south and west of your proposed l o c a t i o n , are t h e r e not? 

A. Yes, s i r , t h a t i s where the contours of the 

isopach show t h a t the sand i s cleanest and t h i c k e s t . 

Q. Okay, and the s t r u c t u r a l p o s i t i o n of your 

proposed w e l l i s p r e t t y s i m i l a r t o those 10- and 12- and 

30-BCF w e l l s t o the west, i s i t not? 
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A. That i s c o r r e c t . I t ' s s l i g h t l y lower, but s t i l l 

i n a r e l a t i v e high s t r u c t u r a l p o s i t i o n . 

Q. And from a geologic standpoint, i s Ocean's 

proposed l o c a t i o n i n the southwest q u a r t e r of the southeast 

q u a r t e r the p r e f e r r e d l o c a t i o n ? 

A. I t would be easiest t o d r a i n t h a t sand from t h a t 

s e c t i o n , t h a t p o r t i o n of t h a t s e c t i o n . 

Q. Okay. Again, were E x h i b i t s 6 through 8 prepared 

by you or under your supervision? 

A. Yes, s i r , they were. 

Q. And i n your opin i o n i s the g r a n t i n g of Ocean's 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

pr e v e n t i o n of waste? 

A. Yes, i t i s . 

MR. BRUCE: Mr. Examiner, I ' d tender Ocean 

E x h i b i t s 6 through 8. 

EXAMINER BROOKS: Any obje c t i o n ? 

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

EXAMINER BROOKS: Ocean 6 through 8 are admitted. 

EXAMINATION 

BY MR. CARR: 

Q. Mr. Messa, I j u s t have — I mean, I'm s o r r y . I 

j u s t have one question here, r e a l l y . Did you work w i t h Mr. 

Messa i n the p r e p a r a t i o n of — 

A. Yes, I was under h i s s u p e r v i s i o n . 
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Q. And i n the p r e p a r a t i o n of t h i s E x h i b i t , both 6 

and 7, the s t r u c t u r e map and the isopach, d i d you use any 

i n f o r m a t i o n other than subsurface data? 

A. I used subsurface data f o r the maps plus p r i o r 

maps t h a t were shown t o me. 

MR. CARR: That's a l l I have, thank you. 

EXAMINER BROOKS: Well, Mr. Bruce r e f e r r e d t o Mr. 

Messa as an Ocean g e o l o g i s t . I assume t h a t ' s w i t h a 

c a p i t a l 0. 

(Laughter) 

EXAMINER BROOKS: Okay, l a t e i n the day. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. You have a known p o i n t here a t A, and then you 

have a known p o i n t a t t h i s l o c a t i o n over i n the west h a l f . 

A. Of Section 8? 

Q. Of Section 8. 

A. Yes, s i r . 

Q. And what i s i t t h a t makes you t h i n k t h a t t h i s — 

hi g h on the s t r u c t u r e noses up i n t o Section 8 the way 

you've shown i t , as f a r as t h i s j u s t being somewhere i n 

between — anywhere i n between those two known poin t s ? 

A. Well, you can see on my s t r u c t u r e map, you can 

see t h a t the nose goes from A, which i s 803 3 f e e t , t o 8162 

i n t h a t w e l l i n question t h a t you j u s t asked f o r . 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

28_ 

Q. Right. 

A. And the next c o n t r o l p o i n t t o the n o r t h are lower 

than — 

Q. Right. 

A. — those other two. So I suggest t h a t t h i s whole 

s t r u c t u r e noses down t o the north-northeast and t h a t our 

l o c a t i o n would be somewhat i n between those two. 

Q. Yeah, the s t r u c t u r e i s — There's considerably 

l e s s thickness of s t r u c t u r e i n t h i s Brunson-Atoka i n e i t h e r 

of t he other two w e l l s shown on your c r o s s - s e c t i o n than 

t h e r e i s i n the State Com 17 Number 2 t h a t ' s down i n 

Section 17. 

A. Yes, s i r . 

Q. And your theory i s based on the p o s t u l a t e t h a t 

the t h i c k e r sand continues up i n t o Section 8, and I guess 

t h a t ' s what I'm t r y i n g t o f i g u r e out. 

A. Okay, and my c o n t r o l — 

Q. What reasons — 

A. What do I have f o r t h a t ? 

Q. — would cause t h a t thickness t o p r o j e c t up i n t o 

Section 8 — 

A. Okay — 

Q. — when you don't have t h a t comparable thickness 

anywhere else? 

A. Okay, i f you — A r e g i o n a l review of the Brunson 
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sand i n t h i s area shows t h a t these sands tend t o accumulate 

i n the low p o r t i o n s a t the top of the Morrow lime 

s t r u c t u r e . So when you contour the lower Morrow lime 

t h e r e ' s t h i s trough, and these sands tend t o f o l l o w t h i s 

t r ough. 

And i n t h i s case, since t h i s trough i s designed 

— or i n t e r p r e t e d t o go north- n o r t h e a s t , t h a t sandbody 

should f o l l o w the s t r u c t u r a l lows. 

And i n f a c t , i f you were t o go t o the s e c t i o n 

northeast of Section 8, y o u ' l l see t h a t t h e r e are values of 

around — 

Q. You mean Section 4, r i g h t ? 

A. Section 4, the r e are values of 12 and 14 f e e t of 

sand, and I j u s t i n t e r p r e t t h a t channel t o a t l e a s t show 

t h a t t h a t sand goes i n t h a t d i r e c t i o n , because d i r e c t l y t o 

the west, where A* i s , you can see there's a 5-foot net 

p o r o s i t y thickness w i t h a gross of 6. So t h a t t e l l s me 

t h a t the channel doesn't go i n t h a t d i r e c t i o n anymore. So 

i t must proceed t o the east of the A 1. 

EXAMINER BROOKS: Okay, thank you. 

Does anybody want t o f o l l o w up? 

MR. BRUCE: I have no fol l o w - u p . 

MR. CARR: No. 

EXAMINER BROOKS: Next witness. 

MR. BRUCE: C a l l Mr. Payne t o the stand. 
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RAYMOND W. PAYNE, 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name and c i t y of 

residence f o r the record? 

A. Ray Payne, Houston, Texas. 

Q. What i s your occupation? 

A. Petroleum r e s e r v o i r engineer. 

Q. Who do you work f o r ? 

A. Ocean Energy. 

Q. Have you p r e v i o u s l y t e s t i f i e d before both the O i l 

Conservation D i v i s i o n and Commission as a petroleum 

engineer? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as an expert accepted 

as a matter of record? 

A. Yes, they were. 

Q. Does your area of r e s p o n s i b i l i t y i n c l u d e t h i s 

p a r t of southeast New Mexico? 

A. Yes, i t does. 

Q. And are you f a m i l i a r w i t h the geology i n v o l v e d i n 

t h i s case? 

A. Yes, I am. 
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MR. BRUCE: Mr. Examiner, I ' d tender Mr. Payne as 

an expert — 

THE WITNESS: Or the engineering, excuse me. 

MR. BRUCE: Didn't mean t o h u r t your f e e l i n g s . 

THE WITNESS: That's okay. 

EXAMINER BROOKS: He could be f a m i l i a r w i t h t he 

geology t o o . 

MR. CARR: We t h i n k he's q u a l i f i e d as both. 

EXAMINER BROOKS: So q u a l i f i e d . 

Q. (By Mr. Bruce) Up f r o n t , Mr. Payne, you know, 

t h e r e has been a change i n ownership. Ocean's w e l l 

l o c a t i o n i s based on geology and engineering regardless of 

the leasehold ownership; i s t h a t c o r r e c t ? 

A. Yes, s i r , we've had t h a t l o c a t i o n s p o t t e d f o r 

some time now. 

Q. Okay. And your conclusion i s t h a t t he southwest 

q u a r t e r , southeast l o c a t i o n i s b e t t e r from an engineering 

s t a n d p o i n t , as w e l l as Mr. Lowe's conclusion t h a t i t ' s 

b e t t e r from a geologic standpoint? 

A. Yes, s i r . 

Q. Would you i d e n t i f y your E x h i b i t 9 and discuss i t s 

contents f o r the Examiner? And perhaps, Mr. Examiner, i f 

you'd keep, perhaps, one of Mr. Lowe's e x h i b i t s out i n 

f r o n t of you, E x h i b i t 6, say — 

A. I t may be h e l p f u l i f I had some of those e x h i b i t s 
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w i t h me t o o . 

Q. Just so t h a t you can see the w e l l or w e l l s he's 

t a l k i n g about. 

Again, Mr. Payne, could you i d e n t i f y E x h i b i t 9 

and s p e c i f y f o r the Examiner where the Texaco 5-1 w e l l i s 

located? 

A. Yes, t h i s i s the monthly p r o d u c t i o n h i s t o r y f o r 

the Texaco 5-1, located i n Section 5, j u s t n o r t h of our 

proposed u n i t . 

EXAMINER BROOKS: That's the A'? 

THE WITNESS: Yes, t h a t ' s the s t a r t of the — 

t h a t • s A'. 

EXAMINER BROOKS: Cross-section. 

THE WITNESS: Yes, s i r . 

EXAMINER BROOKS: Okay. 

THE WITNESS: And i t shows the cumulative o i l 

p r o d u c t i o n as of December, 2002, a t j u s t under 3000 b a r r e l s 

of o i l and 562 m i l l i o n cubic f e e t of gas. 

Q. (By Mr. Bruce) What i s E x h i b i t 10? 

A. E x h i b i t 10 i s a pressure and cumulative 

p r o d u c t i o n h i s t o r y f o r the same w e l l , the Texaco State 5-1. 

Q. Okay. And then move on t o your E x h i b i t 11. What 

does t h a t depict? 

A. E x h i b i t 11 i s a decline-curve a n a l y s i s f o r the 

same su b j e c t w e l l , the Texaco State 5-1. 
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Q. What i s your conclusion as f a r as u l t i m a t e 

recovery from t h i s well? 

A. Estimated recovery from the Texaco State 5-1 i s 

1.2, 1.3 BCF of gas, based on the d e c l i n e curve. 

Q. Okay. And then what i s E x h i b i t 12? 

A. E x h i b i t 12 i s a P/Z p l o t f o r the same s u b j e c t 

w e l l , and i t ' s — using the pressure data on E x h i b i t 10, 

i t ' s suggesting an u l t i m a t e recovery from t h i s Texaco State 

5-1 of 1.1 BCF, which i s c o n s i s t e n t w i t h the decline-curve 

a n a l y s i s . 

Q. Okay. Now, on t h i s E x h i b i t 12 you've got black 

diamonds and red squares. What does t h a t d e p i c t ? 

A. The black diamonds are the P/Z data. I t ' s shown 

i n t h e legend on the rig h t - h a n d side of the graph, and the 

s o r t of reddish squares are j u s t the pressure from the 

bui l d u p s . 

Q. Okay. Now, before we move on t o your f i n a l 

e x h i b i t , i n l o o k i n g a t the data from the Texaco 5-1 w e l l , 

why does Ocean p r e f e r t o d r i l l i n the southwest of the 

southeast, r a t h e r than a t a l o c a t i o n i n the no r t h e a s t 

q u a r t e r of Section 8? 

A. At t h i s time I can't support adequate reserves i n 

the n o r t h p a r t of t h a t u n i t . So i t would be — I couldn't 

j u s t i f y an economic w e l l . 

Q. The 5-1 should pay out, shouldn't i t ? 
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A. The 5-1 should pay out, but there's not enough 

reserves remaining, and your cumulative p r o d u c t i o n from the 

5-1 c u r r e n t l y i s a t about .6 of a B, and the u l t i m a t e 

recovery of t h a t area i s going t o be 1.2 BCF, so t h a t a new 

w e l l s haring i n t h a t remaining .6 BCF of gas would not be 

economical, as we understand the r e s e r v o i r today. 

Q. And t h e r e has been a s u b s t a n t i a l d e c l i n e i n the 

bottomhole pressure of t h a t w e l l , has t h e r e not? 

A. That i s c o r r e c t , and — 

Q. Now, i n l o o k i n g a t the p r o d u c t i o n data on Mr. 

Lowe's E x h i b i t 6, t h e r e are b e t t e r w e l l s c l o s e r t o your 

proposed l o c a t i o n i n the southwest of the southeast than i f 

you move the w e l l t o the n o r t h ; i s t h a t c o r r e c t ? 

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

Q. And based on the geology, does your engineering 

support the w e l l i n the southwest of the southeast? 

A. Yeah, based on the reserve study we've done i n 

t h a t area, the remaining reserves i n t h a t area of the 

r e s e r v o i r would support an economic w e l l . 

Q. Now, another f a c t o r — and I don't t h i n k i t ' s 

r e f l e c t e d on these e x h i b i t s , Mr. Payne — i n the west h a l f 

of Section 9, has t h e r e been a w e l l r e c e n t l y d r i l l e d there? 

A. Yes, there has. 

Q. Where was t h a t w e l l located? 

A. I t ' s i n the northwest q u a r t e r s e c t i o n . Ocean has 
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a small i n t e r e s t i n t h a t . I t ' s underneath the y e l l o w 

square t h e r e . That's c a l l e d the — I t ' s the Mewbourne O i l 

Eureka 9-1. 

Q. That was d r i l l e d by Mewbourne O i l Company? 

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

Q. And Ocean p a r t i c i p a t e d i n the w e l l ? 

A. Yes, we d i d . 

Q. And what were the r e s u l t s of t h a t w e l l ? 

A. I t had not sand development. I t ' s a l s o 

suggestive t h a t the r e s e r v o i r i s not as extensive i n t h a t 

area. 

Q. And t h a t ' s another reason not t o d r i l l i n the 

n o r t h e a s t q u a r t e r of Section 8? 

A. A b s o l u t e l y . I ' d also p o i n t out the Mewbourne 

w e l l shown on E x h i b i t 6, i n Section 18, i n the n o rtheast 

q u a r t e r s e c t i o n . I t was r e c e n t l y d r i l l e d i n and amongst 

w e l l s t h a t have been produced since the 1970s w i t h these, 

you know, 11 BCF of cum and 9 BCF of cum. I t found a 

bottomhole pressure of only 1000 pounds, y e t i t looks l i k e 

i t ' s going t o produce 2.5 BCF of gas. 

Q. That's the w e l l t h a t has — the bottom number i s 

1386 under i t ? 

A. Yes, t h a t ' s the c u r r e n t cumulative p r o d u c t i o n . 

The reserve estimate on t h a t w e l l i s 2.5 BCF. 

Q. Okay. So t h a t encourages you t o d r i l l a t your 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

36 

l o c a t i o n also? 

A. That's r i g h t . 

Q. Let's move on t o your f i n a l e x h i b i t , E x h i b i t 13. 

There's a l o t of data on here. Could you go through t h a t 

f o r t he Examiner? 

A. Yeah, I don't want t o go through each and every 

w e l l , but what i t i s i s using the data a v a i l a b l e through 

the s t a t e r e p o r t i n g system, i t j u s t shows pressures versus 

time i n the area of i n t e r e s t , and i t shows t h a t these w e l l s 

are i n g e n e r a l l y producing from a common r e s e r v o i r . The 

r e s e r v o i r pressures drop i n a p r e t t y good t r e n d . 

Q. Okay, i t ' s what you'd expect t o see when you 

d r i l l a w e l l out here? 

A. Yes, I would expect t o see p a r t i a l d e p l e t i o n . 

And i n f a c t , the Texaco State 5, r e f e r r i n g back t o E x h i b i t 

Number 10, the o r i g i n a l pressure when i t was d r i l l e d was 

estimated a t 3210 pounds average pressure, which i s 

s i g n i f i c a n t l y below the o r i g i n a l r e s e r v o i r pressure of the 

area of about 5000 pounds. 

Q. Okay. 

A. So even though i t was q u i t e a distance away from 

any s i g n i f i c a n t production, i t had seen some pressure 

d e p l e t i o n . 

Q. Okay. I mean, you would expect pressure 

d e p l e t i o n even a t your proposed l o c a t i o n ? 
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A. Abso l u t e l y . 

Q. But on the other hand, g e o l o g i c a l l y and 

engineeringwise i t would be b e t t e r than the n o r t h e a s t 

q u a r t e r where you are cl o s e r t o a — not a gre a t w e l l and a 

dry hole? 

A. That's r i g h t , the tank i s i n the south. That's 

where the t h i c k sand i s a t , and t h a t ' s where the geologic 

and engineering data support the most economical w e l l . 

Q. Were E x h i b i t s 9 through 13 prepared by you or 

under your supervision? 

A. Yes, they were. 

Q. And i n your opin i o n i s the g r a n t i n g of Ocean's 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

pre v e n t i o n of waste? 

A. Yes, s i r . 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of Ocean E x h i b i t s 9 through 13. 

EXAMINER BROOKS: Objection. 

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

EXAMINER BROOKS: Ocean 9 through 13 are 

admitted. 

Mr. Jones, do you want t o take on t h i s witness? 

MR. CARR: I ' d l i k e t o — 

EXAMINER BROOKS: I t ' s i n your area of e x p e r t i s e . 

MR. CARR: Mr. Examiner, I ' d also l i k e t o cross 
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t h i s witness. 

(Laughter) 

EXAMINER BROOKS: Oh, I'm s o r r y , Mr. Carr, you 

get f i r s t c u t . Go r i g h t ahead, I apologize. 

MR. BRUCE: I o b j e c t . 

(Laughter) 

MR. CARR: I w i l l assume t h a t t h a t does not 

r e f l e c t on your o p i n i o n of my a b i l i t y t o cross-examine t h i s 

witness i n the l e a s t . 

(Laughter) 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Payne, I ' d l i k e t o d i r e c t your a t t e n t i o n t o 

the w e l l i n the southeast corner of Section 5. That's the 

Ocean Texaco — what i s t h a t , the 5-1? 

A. Yes, s i r . 

Q. I t h i n k you i n d i c a t e d t h a t you had been 

i n t e r e s t e d i n d r i l l i n g down i n the southeast q u a r t e r of 

Section 8 f o r sometime. 

A. Yes, s i r . 

Q. Well, your i n t e r e s t down t h e r e predated the time 

t h a t you a c t u a l l y d r i l l e d the w e l l i n the south h a l f of 

Section 5; i s n ' t t h a t c o r r e c t ? I thought Mr. Messa s a i d i t 

was back i n the end of 2000 t h a t you were a c t u a l l y s t a r t i n g 

t o — 
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A. The Texaco w e l l was d r i l l e d i n 2001. I t was 

a c t u a l l y d r i l l i n g when I h i r e d on w i t h Ocean Energy, and I 

p e r s o n a l l y d i d n ' t get involved w i t h t h a t prospect. 

Q. I t ' s a f a i r l y good well? 

A. I t ' s a f a i r l y good w e l l . I t ' s — you know, a t 

1.2 BCF I would say i t ' s a below average Morrow w e l l . 

Q. And producing 267 MCF a day a t t h i s time? 

A. 267 MCF a day, t h a t sounds c o r r e c t . 

Q. I t ' s 660 f e e t o f f of the n o r t h l i n e of the 

spacing u n i t i n the east h a l f of Section 8; i s t h a t 

c o r r e c t ? 

A. Yes, s i r . 

Q. I n your o p i n i o n , i s the Texaco 5-1 w e l l d r a i n i n g 

reserves from the northeast quarter of Section 8? 

A. I t h i n k t h a t ' s a p o s s i b i l i t y , yes, s i r . 

Q. I f I understood the testimony, the l o c a t i o n i n 

the southeast q u a r t e r i s p r e f e r a b l e because i t ' s a c t u a l l y 

i n a t h i c k e r p o r t i o n of the r e s e r v o i r ; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. I s n ' t the l o c a t i o n proposed by Mr. A r r i n g t o n i n 

the northeast quarter i n a t h i c k e r p o r t i o n of the 

r e s e r v o i r , as mapped, than the Texaco 5-1 w e l l i n the south 

h a l f of Section 5? 

A. No, s i r . 

Q. Aren't t h e r e l o c a t i o n s i n the northeast q u a r t e r 
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t h a t would be t h i c k e r ? 

A. No, s i r , not t o my understanding. 

Q. How t h i c k i s the s e c t i o n i n the 5? 

A. I t h i n k we may — You know, as a r e s e r v o i r 

engineer I d e f i n e thickness as the c o n t a i n e r , the average 

thic k n e s s over the drainage area. The t h i c k n e s s of the 

w e l l b o r e i t s e l f i s not as important as the area which I'm 

d r a i n i n g . 

So i f you look a t the l o c a t i o n where we spot the 

w e l l , the r e s e r v o i r i s much t h i c k e r . That's g e t t i n g i n t o 

the h e a r t of the r e s e r v o i r and where you'd want t o place 

your w e l l f o r optimum drainage purposes. Up i n the neck of 

the sand where you see the r a p i d pressure d e c l i n e i n the 

Texaco 5 and i n t h a t area, suggesting t h a t the r e s e r v o i r , 

although i t may be t h i c k e r , but i t ' s not as extensive. 

Q. I f we look a t the w e l l i n the south h a l f of 

Section 5 — 

A. Yes, s i r . 

Q. — how t h i c k i s the formation there? 

A. I n the south h a l f of Section 5? 

Q. Uh-huh. 

A. Seven f e e t , i f I r e c a l l c o r r e c t l y . 

Q. And how t h i c k would you say the f o r m a t i o n i s a t 

t h e A r r i n g t o n l o c a t i o n i n the northeast of 8? 

A. I don't know. I don't know where the A r r i n g t o n 
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l o c a t i o n i s a t . 

Q. I f you — You haven't compared t h a t l o c a t i o n ? 

A. We've looked a t several l o c a t i o n s and discussed 

some l o c a t i o n s . The l a s t l o c a t i o n I p e r s o n a l l y was 

in v o l v e d w i t h and discussed w i t h A r r i n g t o n was not — i f I 

r e c a l l c o r r e c t l y , was s t i l l i n the southeast q u a r t e r . 

Q. I f we — You said you had how many f e e t i n the 

w e l l i n the southeast of 5? Just a minute ago. 

A. Yeah, I sa i d 7 f e e t , the map i s showing 5 net, 6 

gross. 

Q. Okay. I f we look a t the northeast of Section 8, 

th e r e are areas where they're — based on Ocean's own 

mapping, the formation i s a t l e a s t 3 0 f e e t t h i c k ; i s n ' t 

t h a t f a i r t o say? 

A. Yes. 

Q. Okay. And so the r e are l o c a t i o n s i n the 

nort h e a s t which would be s u b s t a n t i a l l y t h i c k e r than the 

l o c a t i o n i n the 5-1 well? That's a l l I'm t r y i n g t o ask. 

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

Q. Now, when you t a l k e d about these w e l l s — And 

t h a t w e l l may be d r a i n i n g down i n t o the northeast q u a r t e r ; 

I b e l i e v e t h a t was your testimony? 

A. Yes, s i r . 

Q. You looked over i n Section 9 a t the Mewbourne 

w e l l — t h a t was a dry hole — and you sa i d t h a t would 
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f u r t h e r discourage you from developing i n the northeast 

q u a r t e r ; i s t h a t accurate? 

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

Q. I d i d n ' t hear you mention the w e l l t h a t has been 

d r i l l e d by Texaco i n the southwest of Section 4. Did we 

discuss t h a t w e l l ? 

A. No, we have not. 

Q. That's a recent d r i l l , i s i t not? 

A. Yes, i t i s . 

Q. And i t ' s i n the channel — or i n the s t r u c t u r e or 

the isopach as mapped by Ocean; i s n ' t t h a t t rue? 

A. As — mapped as 12 f e e t , 14 gross. 

Q. And i s n ' t t h a t w e l l producing now 2 m i l l i o n a 

day? 

A. I'm not sure what the c u r r e n t p r o d u c t i o n i s , but 

the r e p o r t e d i n i t i a l p roduction was 2 m i l l i o n a day, and I 

do b e l i e v e i t ' s a s i g n i f i c a n t l y b e t t e r w e l l than our Texaco 

5 w e l l . 

Q. And i t ' s got about t w i c e as much t h i c k n e s s , based 

on your mapping, as your Texaco 5-1? 

A. Yes, s i r . 

Q. And we could get maybe thr e e times t h a t again by 

moving down i n t o the northeast of Section 8; i s n ' t t h a t 

r i g h t , j u s t i n terms of thickness? 

A. Well, again, you were t a l k i n g about the thickness 
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a t the we l l b o r e where you're l o o k i n g a t the drainage i n the 

area. My reserve estimates of t h a t w e l l i n my data i s 

somewhat l i m i t e d on the Texaco Shoe Bar 4-2, suggests t h a t 

i t ' s d r a i n i n g those reserves r a t h e r r a p i d l y . 

I f you look a t the production p l o t on — I'm 

showing on E x h i b i t 11, y o u ' l l note t h a t you have a 

s i g n i f i c a n t change i n the de c l i n e curve i n the second h a l f 

of 2 002. That was the r e s u l t of the pr o d u c t i o n from t h a t 

Shoe Bar 4-2 w e l l . 

Q. So do you be l i e v e t h a t — I n t h a t Shoe Bar 4, 

t h a t ' s the w e l l i n Section 4? 

A. Yes, I t h i n k we would have — 

Q. That could also be d r a i n i n g from the n o r t h e a s t ; 

i s n ' t t h a t r i g h t ? 

A. Yes, s i r , I do be l i e v e t h a t ' s p o s s i b l e . 

Q. Now, have you made any estimate of the pressure 

t h a t might be a v a i l a b l e t o a w e l l i n the northeast q u a r t e r 

of Section 8? 

A. Current operations on the Texaco 5 as the w e l l 

was producing — I t ' s not c u r r e n t l y producing 260 MCF a 

day. I misspoke. We performed an a c i d — what we c a l l an 

i s o t r o l treatment on the w e l l t h i s week t o t r y t o enhance 

the p r o d u c t i o n t o the best of our a b i l i t y . 

During t h a t operation we noted a s h u t - i n t u b i n g 

pressure, f l u i d i n the w e l l , of 650 pounds. I have not 
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confirmed t h a t w i t h a d i p i n pressure, but i f t h a t i s 

accurate then my c u r r e n t reserve estimates of 1.2 BCF may 

be o p t i m i s t i c . 

Q. Okay. 

A. So bottom l i n e , your answer t o the question what 

the pressure i s , I t h i n k i t could be 600 pounds. 

Q. I n the northeast quarter? 

A. Yeah, 600 t o 1500 pounds would be my range. 

Q. Now, i f we look a t your E x h i b i t 10 — t h i s i s on 

your w e l l , the 5-1 — you i n i t i a l l y encountered a 2981-

pound pressure i n t h a t w e l l ; i s t h a t r i g h t ? 

A. Yes. 

Q. And what i s the bottomhole pressure i n the Well 

4? Do you know what t h a t would be? 

A. I t was reported t o me when they d r i l l e d i t , i t 

was r e p o r t e d a t 2400 pounds. 

Q. Now, i f we then look a t your p l o t s f o r the w e l l s , 

I b e l i e v e t h i s p l o t — i t ' s E x h i b i t 13 — i s f o r w e l l s down 

t o the south and west of your l o c a t i o n , your proposed 

l o c a t i o n ? 

A. Yes. 

Q. What i s the c u r r e n t pressure range f o r those 

w e l l s ? 

A. Can you ask t h a t question again, please? 

Q. I f I look a t the curve, i t seems t o me t h a t i f I 
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go over and s t a r t l o o k i n g a t the w e l l s t h a t are d e p i c t e d on 

E x h i b i t 13 — 

A. Yes, s i r . 

Q. — these are the w e l l s b a s i c a l l y south and 

southwest of the spacing u n i t — 

A. Yes, s i r . 

Q. — we're t a l k i n g about — 

A. Yes, s i r . 

Q. — and those pressures have dropped down t o what? 

About 900 pounds? 

A. Yes, s i r . 

Q. And so we have 900 pounds down o f f s e t t i n g your 

l o c a t i o n and we have something i n the neighborhood of 2000 

pounds o f f s e t t i n g the A r r i n g t o n l o c a t i o n ? 

A. My best estimate, I b e l i e v e I s a i d , was somewhere 

between 600 and 1500 pounds, i n our — i n the o f f s e t t o — 

Q. You would agree w i t h me t h a t t h e r e are 

s u b s t a n t i a l l y higher pressures north? 

A. 600 t o 1500. They could be lower or could be, 

you know, 1500 — 

Q. We only have your numbers. 

A. Right. 

Q. You have 900 south and you have what, 1600 north? 

A. That's the high side. 

Q. And — I'm j u s t asking you f o r your numbers. 
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What are they? 

A. I b e l i e v e I said t h a t I f e l t t h a t the pressures 

i n t he n o r t h h a l f of t h a t u n i t , i n my o p i n i o n , would be 

somewhere between 600 pounds and 1500 pounds. I t could be 

s u b s t a n t i a l l y higher — 

Q. Do you have anything — 

A. — 900 pounds. 

Q. Do you have anything t o support a 600-pound 

pressure n o r t h of t h i s u n i t , n o r t h of t h i s spacing u n i t ? 

A. Yes, s i r , the s h u t - i n t u b i n g pressure on the 

Texaco State 5 t h a t we j u s t c o l l e c t e d a few days ago i s 

suggestive of the lower pressure. 

Q. Okay. 

A. And I ' d l i k e t o also add t h a t the — you know, 

pressure i n i t s e l f , i t ' s j u s t not the only measure of the 

reserve p o t e n t i a l . I t ' s the s i z e of the r e s e r v o i r . A 

thousand pounds pressure i n a bigger tank w i l l y i e l d a l o t 

more reserves than a 1000-pound pressure i n a smaller p a r t 

of the r e s e r v o i r . 

Q. Wouldn't you agree t h a t a w e l l w i t h 30 f e e t of 

pay as mapped a t the same pressure as a w e l l w i t h f i v e t o 

s i x f e e t of pay as mapped would produce s u b s t a n t i a l l y more? 

A. Not n e c e s s a r i l y . 

Q. Let me ask you t h i s . I f no w e l l i s d r i l l e d i n 

the n o rtheast q u a r t e r , the reserves i n the no r t h e a s t 
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quarter are going to be drained, are they not? By some 

other well? 

A. I believe that's correct. 

Q. And the only other well would be the Ocean-

operated w e l l i n Section 5, and the Texaco-operated w e l l i n 

Section 4; i s n ' t that r i g h t ? 

A. No, I don't think that we've ever t e s t i f i e d that 

i t would — Currently I could not economically j u s t i f y a 

we l l i n tha t northern — 

Q. I'm not — I'm asking you i f — 

A. That doesn't mean that we're not going t o — that 

a w e l l won't be — 

Q. I f you don't understand my question, t e l l me and 

I ' l l restate i t . But my question i s t h i s : I t was my 

understanding t h a t you said i f no other wells are d r i l l e d 

north of t h i s spacing u n i t , that reserves w i l l be drained 

from the northeast quarter of Section 8; i s that r i g h t ? 

A. Yes, s i r . 

Q. And i f there are no other wells d r i l l e d up there 

t o drain those reserves, there are only two; i s n ' t t h a t 

r i g h t ? 

A. No, I believe the well that we're proposing to 

d r i l l would also drain those reserves. 

Q. I s that north of the northeast quarter? 

A. No, s i r . The location that we're proposing would 
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a l s o — 

Q. I'm not asking you about your l o c a t i o n . I'm 

asking you about the northeast q u a r t e r . And i f t h e r e are 

no other w e l l s , what w e l l s w i l l d r a i n those reserves? 

A. Reserves from the northeast quarter? 

Q. Yes, s i r . 

A. Yes, I b e l i e v e the w e l l we're proposing w i l l 

d r a i n t h e reserves, as w e l l as those w e l l s t o t h e n o r t h i n 

Section 5 and Section 4. 

Q. So you're saying a w e l l 660 out of the southwest 

q u a r t e r of t h i s u n i t w i l l d r a i n the northeast q u a r t e r as 

e f f e c t i v e l y as a w e l l 660 f e e t from the l i n e ? 

A. No, not n e c e s s a r i l y . 

Q. Well then, what are you saying? 

A. I t h i n k t h a t you can d r a i n some of those 

reserves, as demonstrated by the o r i g i n a l pressure on the 

Texaco 5 was a t 3200 pounds when i t was d r i l l e d , and t h e r e 

was no other w e l l over a m i l e away when t h a t w e l l was 

d r i l l e d . Yet, you know, nearly 50 percent of t h e reserve 

p o t e n t i a l had already been drained. So yes, these w e l l s 

can d r a i n over a l a r g e area. 

I f you l o c a t e your wellbore i n a very t h i c k 

p o r t i o n of the w e l l where your abandonment pressures are 

very low, I t h i n k t h a t you could p o t e n t i a l l y recover 

s i g n i f i c a n t l y more reserves than what we w i l l i n the Texaco 
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5. 

Q. Let me ask you t h i s . I f you are designated 

operator and p r e v a i l i n t h i s case, i s Ocean prepared t o 

d r i l l two w e l l s i n the east h a l f of Section 8? 

A. C u r r e n t l y I couldn't j u s t i f y an economic w e l l i n 

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

MR. CARR: That's a l l I have, thank you. 

EXAMINER BROOKS: Well, Mr. Jones, I ' l l l e t you 

go ahead of me. 

EXAMINATION 

BY MR. JONES: 

Q. I ' l l be b r i e f here. This Texaco State 5-1 i n 

about the t h i r d q u a r t e r of '02 took a d r a s t i c h i t on t h e i r 

reserves, I can t e l l . And you're saying t h a t was the 

e f f e c t of the Chevron Shoe Bar 4-2? 

A. Yes, s i r . That w e l l was completed and brought on 

l i n e i n May of 2002. 

Q. Okay. I s t h a t because of p r o x i m i t y , or i s t h a t 

because of heterogeneity, i n other words, maybe a 

southwest-northeast p e r m e a b i l i t y t r e n d t h e r e or — 

A. I'm not — I couldn't — I'm not aware of any 

p e r m e a b i l i t y preferences i n one d i r e c t i o n or the other. 

The sand, when you catch i t , i s very permeable. We've got 

r o t a r y s i d e w a l l cores, and our Texaco 5 w e l l i s suggesting 

5 m i l l i d a r c i e s of p e r m e a b i l i t y . 
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So I thin k i t ' s you know, when you catch i t , 

even a t h i n sand — We've got examples of four or f i v e foot 

of sand producing 11 BCF and 4 0 foot of sand producing 5 

BCF. So I think i t ' s more important t o be near or close t o 

the tank, the big part of the sand, f o r you to maximize 

your reserve recovery. 

Q. Okay. Speaking of th a t , there's some other red 

i n t e r v a l s colored i n on t h i s cross-section. Are there 

other Atoka and possibly even Morrow i n t e r v a l s t h a t you 

might get preferably by d r i l l i n g i n the southeast quarter 

versus the northeast quarter? 

A. I have not been made aware of any p o t e n t i a l 

s i g n i f i c a n t reserve accumulations i n any other sand other 

than the Brunson. I know the Fat Lady does pay to minor 

qu a n t i t i e s i n the area, but i t ' s not been considered i n our 

economic evaluation. 

Q. So you don't ever plan on — That State 5 Number 

1 had a s i g n i f i c a n t — i t did have some of t h a t sand i n the 

upper Atoka show up. So i s that — and i t didn't seem to 

show up as much i n the wells t o the south and the west. 

Can you possibly anticipate, i f you did d r i l l up i n the 

north and the east, that you might h i t — have a better 

chance of g e t t i n g that? 

A. I have not see any geologic i n t e r p r e t a t i o n on i t , 

and the completions that I'm f a m i l i a r with f o r tha t sand 
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are very l i m i t e d reserve p o t e n t i a l . But t h a t could — 

Pending t h a t geologic i n t e r p r e t a t i o n , t h a t could encourage 

us t o d r i l l t h e r e . 

Q. And there's no other b a i l o u t zones t h a t would 

p r e f e r e n t i a l l y convince you t o d r i l l where you're a t , l i k e 

maybe the Abo? Because the North Vacuum-Abo i s r e a l close 

t o where you're — 

A. We're down o f f — 

Q. — a few miles away, I guess. 

A. Yeah, we're down o f f the s t r u c t u r e here, so — 

Q. Okay. 

A. — a l l these r e s e r v o i r s would be s t r a t i g r a p h i c 

t r a p s . And again, I'm not — This i s the only t a r g e t t h a t 

I've been made aware o f . 

EXAMINER JONES: Okay, pass. That's a l l of my 

questions. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. Mr. Carr asked you about drainage from the 

northeast q u a r t e r , and you sa i d t h a t i t could be drained by 

— t h e Texaco 5-1 could be drained by the Shoe Bar 4-2, and 

i t could a l s o be drained by your proposed D i r t D e v i l 8-1. 

A. Yes, s i r . 

Q. Which make sense t o me. But Mr. Carr then also 

asked i f a w e l l t h a t ' s 660 f e e t from the l i n e wouldn't 
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drain a l o t more than a well that's — what? Almost h a l f a 

mile from the l i n e , at 1980 feet from the l i n e . And t h a t 

also seems to make sense to me. 

But i t seemed to me you had an explanation of why 

you thought that might not necessarily be tru e , t h a t the 

Texaco 5-1 might not necessarily drain s u b s t a n t i a l l y more 

from the northeast quarter than what the we l l down i n the 

southeast quarter — I didn't r e a l l y follow t h a t 

explanation, so I wanted to t r y again. 

A. Okay, well — and I probably wasn't very clear. 

Q. Well, I'm not very knowledgeable, so... 

A. These reservoirs, you can take them t o very 

abandonment pressures. We're t a l k i n g about t r y i n g t o — 

You know, our expected bottomhole pressure i n our w e l l i s 

— i f we get 1000 pounds, we'll be very happy. And t o be 

successful, we're going to need to have an abandonment 

pressure that's below 100 pounds, p . s . i . 

So i f you can catch a good, high-permeable, high-

q u a l i t y sand, you can deplete the reservoir t o a much, much 

lower abandonment pressure. I f you have a t h i n w e l l that 

maybe i s not as permeable, then your abandonment pressures 

are much, much higher, such that you would be able to 

produce more reserves out of the reservoir. I don't know 

i f t h a t was any clearer or not, but I can t r y i t again. 

Q. Okay, what you're saying i s , because you 
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a n t i c i p a t e higher p e r m e a b i l i t y down i n the southeast 

t h a t — 

A. I t ' s a combination of thickness and p e r m e a b i l i t y 

both. I f you have 5 m i l l i d a r c i e s of perm and only 2 f o o t 

of sand — 

Q. Right. 

A. — you're a t the economic r a t e s t h a t you can 

produce the w e l l , and you have t o shut i t i n because the 

w e l l becomes uneconomic. But i f you have 40, 50 f o o t of 

sand w i t h t h a t same p e r m e a b i l i t y , then you can continue t o 

produce the w e l l a t economic r a t e s f o r much longer and, i n 

e f f e c t , have a much lower abandonment pressure. 

Q. And because you can continue t o produce the w e l l 

a t t h e lower pressures — I s t h a t what you're saying? 

A. Yes, s i r . 

Q. Because you can continue t o produce the w e l l f o r 

a longer p e r i o d of time as the r e s e r v o i r pressure goes 

down, then maybe you can draw more out of t h a t r e s e r v o i r 

than a w e l l t h a t w i l l reach economic l i m i t sooner? 

A. Yes, s i r , and the w e l l i s loc a t e d c l o s e r t o the 

tank, t o the b i g p a r t of the r e s e r v o i r where the m a j o r i t y 

of t he pr o d u c t i o n i s c u r r e n t l y being produced. 

Q. And what you're saying i s , because the zone i s 

t h i c k e r and the p e r m e a b i l i t y i s higher, then even a t lower 

pressures you can continue t o produce t h a t w e l l before you 
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reach t h e p o i n t where the l i f t i n g costs exceed what you're 

producing? 

A. Exactly. 

EXAMINER BROOKS: Okay, I t h i n k I understand the 

l o g i c of t h a t . 

Any foll o w - u p , anyone? 

MR. BRUCE: I have a question or two, Mr. 

Examiner. 

EXAMINER BROOKS: Go ahead. 

REDIRECT EXAMINATION 

BY MR. BRUCE: 

Q. I j u s t want t o c l a r i f y something, Mr. Payne. 

Based on the geology, you t h i n k the r e s e r v o i r i s t h e r e i n 

the northeast quarter? 

A. Yes, s i r . 

Q. But based upon the pressure, e t ce t e r a , you can't 

economically j u s t i f y d r i l l i n g the w e l l i n the northeast 

northeast? 

A. C e r t a i n l y not a t t h i s time. 

Q. And lo o k i n g a t your E x h i b i t 11, which i s your 

d e c l i n e curve, your w e l l i s obviously being a f f e c t e d by the 

w e l l i n Section 4; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. And so i f you d r i l l another w e l l t h e r e , y o u ' l l 

have b a s i c a l l y t h r e e w e l l s , oh, a couple of thousand f e e t 
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a p a r t , combined, from each other? 

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

Q. I mean, b a s i c a l l y three w e l l s i n the space of 120 

acres or so, or maybe even less? 

A. Yeah. 

Q. And i f you d r i l l i n the southeast q u a r t e r you 

don't have t h a t same w e l l c o n c e n t r a t i o n , do you? 

A. No, s i r . 

Q. So you would hope t o have, number one, t h i c k e r 

r e s e r v o i r , based on the geology, and you would not be 

a f f e c t e d as much by the pressures; i s t h a t f a i r t o say? 

A. Well, the pressures are going t o probably — may 

be as low or p o s s i b l y even lower, but the r e s e r v o i r should 

be a l o t t h i c k e r i n t h a t area, which w i l l more than 

compensate f o r t h a t lower pressure. 

Q. And t h a t ' s evidenced by the Mewbourne w e l l ? 

A. A b s o l u t e l y , c o r r e c t . I n the c u r r e n t p r o d u c t i o n , 

a l l those w e l l s t o the south are producing, and producing 

i n g r e a t e r q u a n t i t i e s than our Texaco 5 w e l l i s , and 

they've been on l i n e f o r 20, 30 years. So t h a t ' s very 

suggestive t h a t the tank i s t o the south, not t o the n o r t h . 

MR. BRUCE: Thank you. 

MR. CARR: I j u s t want t o f o l l o w up on one t h i n g 

t h a t Mr. — 

EXAMINER BROOKS: Go ahead. 
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RECROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Payne, you said t h a t i t wouldn't be wise t o 

put a w e l l i n the northeast q u a r t e r , because then you'd 

have t h r e e w e l l s i n f a i r l y close p r o x i m i t y t o each other 

producing these reserves; i s t h a t r i g h t ? 

A. That would — I t h i n k t h a t — C u r r e n t l y , t h a t ' s 

my understanding of the r e s e r v o i r , t h a t ' s c o r r e c t . 

Q. Would Mr. A r r i n g t o n share i n any of the reserves 

w i t h o u t t h a t t h i r d well? 

A. Excuse me, say t h a t question again. 

Q. Would Mr. A r r i n g t o n share i n any of the reserves 

produced w i t h o u t t h a t t h i r d well? 

A. C e r t a i n l y he would. He's got reserves i n the 

w e l l t h a t we're proposing t o d r i l l . 

Q. So he gets a share of what you get out of the 

southeast q u a r t e r , w h i l e the reserves i n the northeast are 

drained by w e l l s t o the north? 

A. No, I t h i n k I t e s t i f i e d t h a t I b e l i e v e t h a t our 

w e l l can d r a i n those reserves. 

MR. CARR: Thank you. 

FURTHER EXAMINATION 

BY EXAMINER BROOKS: 

Q. Now, l e t me get t h i s c l e a r . Are you suggesting 

t h a t even though — Are you suggesting t h a t regardless of 
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the f a c t t h a t i t may not be worth the d r i l l i n g costs of two 

a d d i t i o n a l w e l l s , are you suggesting t h a t i f you d r i l l e d 

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

less p r o d u c t i o n than — 

A. No, s i r . 

Q. — less t o t a l production than from the e x i s t i n g 

w e l l p l u s one more? 

A. No, I'm r e f e r r i n g t o economics. 

Q. Okay, so — 

A. No, you're a b s o l u t e l y c o r r e c t . 

Q. — you're not suggesting t h a t t h e r e would be 

r e s e r v o i r damage or d e p l e t i o n of d r i v e pressure or anything 

l i k e t h a t as a r e s u l t of d r i l l i n g two w e l l s i n t h i s u n i t ? 

A. No, s i r , u l t i m a t e l y I t h i n k a l l those reserves 

w i l l be drained adequately from the e x i s t i n g w e l l s i n and 

out of our u n i t , and an a d d i t i o n a l w e l l would only increase 

the recovery under t h a t t r a c t but not improve the economics 

of t h a t t r a c t . 

Q. Yeah, so a l l of the reserves w i l l be drained from 

out of the northeast q u a r t e r , but some of them w i l l be 

drained by w e l l s located o f f of t h a t q u a r t e r section? 

A. Yes, s i r , they w i l l . 

EXAMINER BROOKS: Any follow-up from anybody? 

MR. BRUCE: I have no f u r t h e r questions, and t h a t 

ends my d i r e c t case. 

STEVEN T. BRENNER, CCR 
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EXAMINER BROOKS: Mr. Jones? 

EXAMINER JONES: No. 

EXAMINER BROOKS: Very good. Mr. Carr, you may 

c a l l your f i r s t witness. 

MR. CARR: At t h i s time we c a l l Enick D i f f e e . 

EXAMINER BROOKS: Off the record. 

(Off the record) 

MR. CARR: May i t please the Examiner, much of 

our p r e s e n t a t i o n i s c o n s i s t e n t w i t h what was p r e v i o u s l y 

presented, and we w i l l t r y t o move t h i s along and not j u s t 

repeat t h i n g s t h a t have been p r e v i o u s l y s a i d . 

EXAMINER BROOKS: That w i l l be appreciated. 

ENICK DIFFEE. 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r the r e c o r d , please? 

A. Yes, my name i s Enick D i f f e e . And Mr. Examiner, 

t h a t ' s s p e l l e d E-n-i-c-k D - i - f - f - e - e . 

Q. Mr. D i f f e e , where do you reside? 

A. Roswell, New Mexico. 

Q. By whom are you employed? 

A. I am a self-employed independent petroleum 

landman. 
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Q. And what i s your r e l a t i o n s h i p t o David H. 

A r r i n g t o n O i l and Gas i n t h i s matter? 

A. I work f o r A r r i n g t o n on a c o n s u l t i n g b a s i s . 

Q. Have you p r e v i o u s l y t e s t i f i e d before the New 

Mexico O i l Conservation D i v i s i o n ? 

A. I have. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as an expert i n petroleum land matters accepted 

and made a matter of record? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n s f i l e d i n 

t h i s case by Mr. A r r i n g t o n and by Ocean? 

A. Yes, s i r . 

Q. Are you f a m i l i a r w i t h the s t a t u s of th e lands i n 

the area which i s the subject of t h i s A p p l i c a t i o n ? 

A. I am. 

MR. CARR: We tender Mr. D i f f e e as an expert i n 

petroleum land matters. 

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

EXAMINER BROOKS: So q u a l i f i e d . 

Q. (By Mr. Carr) Would you b r i e f l y s t a t e what 

A r r i n g t o n seeks w i t h t h i s A p p l i c a t i o n ? 

A. They're seeking an order p o o l i n g a l l minerals 

from the surface t o the base of the M i s s i s s i p p i a n f o r m a t i o n 

under the f o l l o w i n g described acreage, which l i e s i n 
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Section 8, Township 17 South, Range 35 East, i n Lea County, 

and the lands would be the east h a l f f o r a l l formations 

and/or pools developed on a 320-acre spacing, which 

includes the Undesignated North Vacuum-Atoka-Morrow Gas 

Pool, and also the northeast q u a r t e r f o r a l l formations 

and/or pools developed on 160-acre spacings, the p r o r a t i o n 

u n i t t o be dedicated t o the Pink C a h i l l State "8" Well 

Number 1, and t h i s w e l l w i l l be d r i l l e d a t a standard gas 

w e l l l o c a t i o n , being 1300 f e e t from the n o r t h l i n e and 990 

f e e t from the east l i n e , which i s U n i t H of Section 8. 

Q. Mr. D i f f e e , have you prepared e x h i b i t s f o r 

p r e s e n t a t i o n here today? 

A. Yes. 

Q. Would you r e f e r t o what's been marked as 

A r r i n g t o n E x h i b i t Number 1 and i d e n t i f y t h a t ? 

A. Yes, we've prepared a p l a t , and I ' l l draw your 

a t t e n t i o n t o the east h a l f of Section 8. Y o u ' l l see 

c o l o r e d i n yellow, being the east h a l f of the east h a l f , 

t h e o i l and gas lease t h a t was r e c e n t l y acquired by 

A r r i n g t o n i n January of 2003 from the State of New Mexico. 

The 320 acres would also c o n s i s t of the west h a l f of the 

east h a l f , and the west h a l f of the east h a l f i f a l s o State 

of New Mexico o i l and gas leases. 

Q. Mr. D i f f e e , you were present f o r Mr. Maney*s 

testimony concerning the ownership i n the area? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

61 

A. Yes. 

Q. Do you have any disagreement or anything t h a t — 

i n terms of your p r e s e n t a t i o n t h a t would d i f f e r from the 

ownership as presented by Mr. Maney? 

A. I agree w i t h Derold's ownership as t o the west 

h a l f o f 8. I would j u s t simply make the p o i n t t h a t i n the 

south h a l f of Section 5 I show Texaco t o s t i l l own a 25-

percent i n t e r e s t i n t h a t lease. But f o r the sake of t h i s 

h e a r ing, I ' l l agree w i t h Mr. Derold Maney's ownership of 

100 percent. 

Q. Mr. A r r i n g t o n doesn't own anything i n the south 

h a l f of 5? 

A. He does not. 

Q. Let's go t o what's been marked as E x h i b i t 2. 

Could you i d e n t i f y t h a t , please? 

Before we do t h a t I want t o ask you, i f we are 

— i f Mr. A r r i n g t o n gets a p o o l i n g order, a t t h i s p o i n t i n 

time have you been able t o reach an agreement w i t h any 

other i n t e r e s t owner i n the spacing u n i t ? 

A. A r r i n g t o n , of course, owns 100 percent i n the 

east h a l f , east h a l f . And of course we're a t a d i s p u t e 

covering the west h a l f of the east h a l f . 

Q. And the owners i n the west h a l f are standing w i t h 

Ocean on t h e i r proposal. We have our 50 percent i n the 

east h a l f ? 
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A. That's my understanding. 

Q. Okay. Could you go t o what has been marked as 

E x h i b i t Number 2 and review t h a t f o r the Examiner, please? 

A. Yes, E x h i b i t 2 i s a copy of the c e r t i f i e d l e t t e r 

t h a t was dated January 27th of 2003, i n which the Pink 

C a h i l l State "8" Number 1 w e l l was proposed. The l o c a t i o n 

of t h i s w e l l i n i t i a l l y was 1980 from the n o r t h l i n e and 

1990 from the east l i n e , and the w e l l was proposed t o a 

t o t a l depth of 12,800 f e e t , and the p r o r a t i o n u n i t was 

i d e n t i f i e d as being the east h a l f of Section 8. 

And also as a p a r t of the package was a copy of 

the AFE t h a t had been prepared by A r r i n g t o n ' s t e c h n i c a l 

s t a f f , and a copy of the AFE i s also attached f o r your 

review. 

Then of course McCombs Energy, LLC, was sent a 

w e l l proposal along w i t h an AFE, and Nadel and Gussman 

Permian, LLC, was sent a l e t t e r again proposing the w e l l , 

attached w i t h an AFE. 

Then I b r i n g your a t t e n t i o n t o a l e t t e r dated 

February the 28th of 2003, and t h i s i s a l e t t e r from 

A r r i n g t o n ' s o f f i c e s t a t i n g t h a t they would l i k e t o amend 

the l o c a t i o n of the w e l l t o again a standard l o c a t i o n of 

1300 f e e t from the n o r t h l i n e and 990 f e e t from the east 

l i n e . And as the l e t t e r s t a t e s , we f e l t l i k e t h a t we were 

i n a c o m p e t i t i v e p o s i t i o n as t o the reserves t h a t e x i s t e d 
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from the south h a l f of Section 5 extending south i n t o the 

nort h e a s t q u a r t e r of Section 8. And l e t t e r s , of course, 

were sent t o Nadel and Gussman and McCombs Energy. 

Q. Mr. A r r i n g t o n acquired the lease on the east h a l f 

of t h e east h a l f of 8 a t the s t a t e lease sale January 21st 

of t h i s year, d i d he not? 

A. Correct. 

Q. And then he proposed the w e l l January the 27th, 

2003? 

A. Yes, and i t ' s my understanding t h a t not only was • 

i t sent by c e r t i f i e d m a i l , but the l e t t e r was also faxed on 

the same day. 

Q. Let's go t o what has been marked as E x h i b i t 

Number 3. Would you j u s t i d e n t i f y t h a t , please? 

A. Yes, t h i s i s the AFE proposed f o r the Pink C a h i l l 

State Number 8. 

Q. And what are the costs as r e f l e c t e d on t h a t AFE, 

both d r i l l i n g and t o t a l ? 

A. The dryhole cost, $92 3,850, and the completed 

w e l l cost of $1,401,360. 

Q. I s A r r i n g t o n E x h i b i t 4 a copy of the accounting 

procedures f o r j o i n t operations from — the standard COPAS 

form? 

A. Yes. 

Q. Does t h i s form provide f o r the p e r i o d i c 
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adjustment of overhead and a d m i n i s t r a t i v e costs? 

A. I t does. 

Q. Does Mr. A r r i n g t o n requests t h a t i f he p r e v a i l s 

i n t h i s case t h a t the order a u t h o r i z e the adjustment of 

these costs i n accordance w i t h these COPAS procedures? 

A. Yes. 

Q. And have you made an estimate of the overhead and 

a d m i n i s t r a t i v e costs w h i l e d r i l l i n g t h i s w e l l and also 

w h i l e producing i t , i f i t i s a success? 

A. Yes, i t would be $6000 per month and $600 a 

month, and according t o our recent review of the 2002/2001 

Ernst and Young survey these amounts are below the average 

and median cost f o r w e l l s d r i l l e d t o t h i s depth. 

Q. These are also the f i g u r e s t h a t are being 

proposed by Ocean? 

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

Q. So there's no dispute as t o overhead costs? 

A. A b s o l u t e l y . 

Q. Does Mr. A r r i n g t o n seek t o be designated operator 

of t h e w e l l ? 

A. Yes, he does. 

Q. I s E x h i b i t Number 5 an a f f i d a v i t c o n f i r m i n g t h a t 

n o t i c e of t h i s hearing has been provided i n accordance w i t h 

the Rules and Regulations of the O i l Conservation D i v i s i o n ? 

A. Yes, s i r . 
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Q. Mr. D i f f e e , were A r r i n g t o n E x h i b i t s 1 through 5 

e i t h e r prepared by you or have you reviewed them and can 

you t e s t i f y as t o t h e i r accuracy? 

A. Yes. 

MR. CARR: At t h i s time we'd move the admission 

of A r r i n g t o n E x h i b i t s 1 through 5. 

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

EXAMINER BROOKS: A r r i n g t o n 1 through 5 are 

admitted. 

Mr. Bruce? 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. Mr. D i f f e e , j u s t a couple of questions. Do you 

know why the w e l l l o c a t i o n was changed from 1980 f e e t from 

the n o r t h l i n e t o , I b e l i e v e , 1300 f e e t from the n o r t h 

l i n e ? 

A. You know, our t e c h n i c a l s t a f f , being present, i s 

going t o giv e you a more in-depth d i s c u s s i o n of t h a t , Mr. 

Bruce. But I know i t was, again, based on the c o m p e t i t i v e 

nature of having, you know, the thought t h a t reserves were 

being drained by the w e l l located i n the southwest q u a r t e r 

of Section 5. 

Q. Now, Mr. D i f f e e , i f A r r i n g t o n O i l and Gas signed 

a JOA w i t h Ocean as soon as Ocean's w e l l i s d r i l l e d , i t 

could propose a w e l l i n the northeast of the no r t h e a s t , 
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could i t not, under the usual JOA? 

A. I t could happen. 

Q. And do you recognize t h a t under a f o r c e p o o l i n g 

order, a f o r c e p o o l i n g order only a p p l i e s t o one we l l ? 

A. I agree. 

Q. And so even under a fo r c e p o o l i n g order they 

could propose a second w e l l i n the northeast of the 

nor t h e a s t , could they not? 

A. Under the terms of the standard JOA they could. 

MR. BRUCE: Thank you, t h a t ' s a l l I have. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. Well, f i r s t of a l l , I need t o c l a r i f y about t h i s 

l o c a t i o n . What i s the l o c a t i o n t h a t you are c u r r e n t l y 

proposing? 

A. I t would be the l o c a t i o n of 1300 f e e t from the 

n o r t h l i n e and 990 f e e t from the east l i n e , U n i t H. 

Q. Okay, so the distance from the east l i n e remains 

the same? 

A. Yes, s i r . 

Q. But you're moving i t 680 f e e t f u r t h e r north? 

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

Q. Now, you said something about a l e t t e r i n here 

t h a t proposed the new l o c a t i o n , and I couldn't f i n d i t 

w h i l e you were going through these. Can you t e l l me where 
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t h a t i s ? 

A. Yes, s i r , attached as E x h i b i t 2 t h e r e are a 

number of l e t t e r s , and i f you would t u r n t o the very back 

you w i l l see the l e t t e r t o McCombs Energy, and t h a t ' s a 

l e t t e r dated February the 28th of 2003, and t h a t ' s where 

we, i n the f i r s t paragraph — 

Q. Okay. 

A. — c a l l your a t t e n t i o n , "Based on t h i s 

d e t e r m i n a t i o n . . . A r r i n g t o n . . . i s r e v i s i n g the w e l l proposal 

t o a standard of 1300 from the n o r t h l i n e and 990 from the 

east l i n e . " 

Q. I see t h a t , yes. Okay. 

Mr. Carr asked you, does Mr. A r r i n g t o n seek t o be 

designated the operator, and you answered yes. Would i t 

not be more c o r r e c t t o say t h a t David H. A r r i n g t o n O i l and 

Gas, I n c . , seeks t o be nominated as operator? 

A. That would be c o r r e c t . 

EXAMINER BROOKS: Thank you. 

Mr. Jones? 

EXAMINER JONES: (Shakes head) 

EXAMINER BROOKS: Very good, no questions. 

Any follow-up? 

MR. CARR: (Shakes head) 

EXAMINER BROOKS: You may step down. 

THE WITNESS: Thank you. 
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MR. CARR: At t h i s time we'd c a l l B i l l Baker. 

BILL BAKER. JR.. 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r t he rec o r d , please? 

A. B i l l Baker, J r . 

Q. Mr. Baker, where do you reside? 

A. I re s i d e i n Midland, Texas. 

Q. By whom are you employed? 

A. David H. A r r i n g t o n O i l and Gas, I n c . 

Q. What i s your p o s i t i o n w i t h David H. A r r i n g t o n O i l 

and Gas, Inc.? 

A. I am the e x p l o r a t i o n manager. 

Q. Have you p r e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n and had your c r e d e n t i a l s as an expert i n petroleum 

geology accepted and made a matter of record? 

A. Yes, s i r , I have. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case on behalf of Mr. Arrington? 

A. Yes, s i r , I am. 

Q. On behalf of David H. A r r i n g t o n O i l and Gas, Inc. 

Are you also f a m i l i a r w i t h t he A p p l i c a t i o n f i l e d 

i n these consolidated cases by Ocean? 
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A. Yes, s i r , I am. 

Q. Have you made a g e o l o g i c a l study of the area 

which i s the subject of t h i s A p p l i c a t i o n ? 

A. Yes, s i r , I have. 

Q. And are you prepared t o share the r e s u l t s of your 

work — 

A. Yes, s i r , I am. 

Q. — w i t h the Examiner? 

A. Yes, s i r . 

Q. Mr. Baker, what's the primary o b j e c t i v e i n the 

A r r i n g t o n w e l l ? 

A. The primary o b j e c t i v e of t h i s , s i r , w i l l be the 

lower Atoka-Brunson gas pay sand. 

Q. So i t ' s the same f o r both w e l l s t h a t are a t issue 

here today? 

A. Yes, s i r , i t ' s going t o be the same sand. 

Q. And as you go through your p r e s e n t a t i o n , i s i t 

your p o s i t i o n t h a t a w e l l i s needed i n the northeast 

q u a r t e r t o p r o t e c t t h i s acreage from drainage from w e l l s t o 

the north? 

A. Ab s o l u t e l y , yes, s i r . 

Q. I f Ocean p r e v a i l e d , A r r i n g t o n could propose under 

a standard JOA a w e l l i n the northeast q u a r t e r ; i s t h a t not 

c o r r e c t ? 

A. Yes, s i r , we c e r t a i n l y could. 
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Q. And what would happen? 

A. We would end up having t o operate the wel l down 

and then tender operations t o Ocean. 

Q. And once you d r i l l the wel l you would then have 

to give up operations? 

A. Yes, s i r , we would. 

Q. And i s that an acceptable proposal t o David H. 

Arrington O i l and Gas? 

A. No, s i r , i t i s not. 

Q. Let's take a look at what has been marked as 

Arrington Exhibit Number 6. Would you i d e n t i f y t h i s and 

review i t , please? 

A. Yes, s i r , Arrington Exhibit Number 6 i s a 

structure map on the top of the lower Morrow limestone out 

here. This i s a well-recognized regional s t r u c t u r a l 

horizon out here that the majority of the geologists use as 

a s t r u c t u r a l horizon. The lower Atoka-Brunson sand s i t s 

almost d i r e c t l y on top of the lower Morrow limestone, so 

bas i c a l l y you could say that the structure of the lower 

Morrow limestone influenced the depositional patterns of 

the lower Atoka-Brunson pay i n t e r v a l . 

On t h i s p a r t i c u l a r map r i g h t here, I have shown 

a l l the lower Atoka-Brunson pay producers w i l l be colored 

i n orange. I have also indicated our proposed proration 

u n i t , being the east half of Section 8. I have indicated 
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A r r i n g t o n ' s acreage i n the east h a l f of the east h a l f of 

Section 8 i s shaded i n yellow. I've also i n d i c a t e d t h a t 

t h e r e w i l l be a c r o s s - s e c t i o n , which i s E x h i b i t Number 8 

t h a t I w i l l get t o s h o r t l y , t h a t w i l l be l a b e l e d cross-

s e c t i o n A-A' . 

This p a r t i c u l a r map b a s i c a l l y shows t h a t 

A r r i n g t o n ' s l o c a t i o n of the Pink C a h i l l State Number 1 w i l l 

be l o c a t e d on the west side of a s t r u c t u r a l r e - e n t r a n t . I t 

i s my b e l i e f t h a t t h i s s t r u c t u r a l r e - e n t r a n t was p a r t of 

the i n f l u e n c e , d e p o s i t i o n a l i n f l u e n c e , of the lower Atoka-

Brunson i n t e r v a l t h a t I ' l l show. 

Q. Mr. Baker, l e t ' s go t o the isopach map — 

A. Okay. 

Q. — and l e t ' s also a t the same time take out the 

s t r u c t u r e map, so l e t ' s look a t A r r i n g t o n E x h i b i t s 7 and 8 

t o g e t h e r . 

A. Okay, A r r i n g t o n E x h i b i t s 7 and 8 w i l l a c t u a l l y be 

a n e t - i n t e r v a l isopach of the lower Atoka-Brunson i n t e r v a l , 

and then E x h i b i t Number 8 i s a c r o s s - s e c t i o n A-A*. 

And p r i o r t o a c t u a l l y l o o k i n g a t the isopach, Mr. 

Examiner, I would l i k e t o j u s t go through the c r o s s - s e c t i o n 

f i r s t t o f a m i l i a r i z e y o u r s e l f w i t h the pay h o r i z o n . I know 

t h a t Mr. Lowe and Ocean have already been through i t , so 

w e ' l l be b a s i c a l l y l o o k i n g a t the same p r o d u c t i v e i n t e r v a l , 

but I w i l l go through t h i s c r o s s - s e c t i o n f i r s t so t h a t 
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y o u ' l l be f a m i l i a r , and then we'll take a look at the 

isopach. 

I f y o u ' l l s t a r t on the left-and side of Exhibit 

Number 8, cross-section A-A1, t h i s well i s located i n the 

west h a l f of Section 8, and t h i s i s the Mobil O i l Corp 

State Number 1 "NN". This p a r t i c u l a r w e l l was d r i l l e d i n 

September of 1976. The wel l has produced a t o t a l 

cumulative of 11.2 BCF and 112,000 barrels of o i l . 

My l a s t reported rate on t h i s w e l l was 3 MCF of 

gas per day i n February of 2002. At tha t time we showed an 

estimated bottomhole pressure i n t h i s w e l l of approximately 

300 pounds. And that i s by Dwight's information t h a t our 

reservoir w i l l follow up with i n his testimony a l i t t l e b i t 

l a t e r . 

I t i s my understanding that t h i s w e l l has now 

been P-and-A'd, and t h i s p a r t i c u l a r well was ac t u a l l y the 

we l l I believe that was holding the acres t h a t Mr. 

Arrington leased l a t e r i n January. 

I f y o u ' l l notice that i t has an Atoka-Brunson 

i n t e r v a l — and I'm sorry f o r the scale on t h i s , Mr. 

Commissioners, i t i s a l i t t l e b i t small. But we bas i c a l l y 

showed 7 net feet of pay sand over a gross i n t e r v a l of 

about 10. And l i k e I said, t h i s well has made 11.2 BCF and 

has 300 pounds of bottomhole pressure. 

Now, as you move to the r i g h t I am going t o show 
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what we c a l l a p e r m e a b i l i t y b a r r i e r t h e r e , and I w i l l 

discuss t h i s a l i t t l e b i t l a t e r and the reasons f o r t h i s i n 

j u s t a l i t t l e b i t . But b a s i c a l l y I want t o show a perm 

b a r r i e r between t h i s p a r t i c u l a r sand and the w e l l s l o c a t e d 

up i n Section 4 and 5. 

As you continue on t h i s c r o s s - s e c t i o n , you're 

going t o see the proposed l o c a t i o n f o r A r r i n g t o n ' s Pink 

C a h i l l "8" Number 1, and t h i s l o c a t i o n i s a t a c u r r e n t 

l o c a t i o n of 1300 f e e t from the n o r t h l i n e and 990 from the 

east l i n e . 

We o r i g i n a l l y proposed the w e l l a t 1980 from the 

n o r t h l i n e and 990. I t was a f t e r m u l t i p l e discussions w i t h 

the Ocean t e c h n i c a l s t a f f , as w e l l as g e t t i n g w i t h our 

t e c h n i c a l people and our engineers and doing some 

s o p h i s t i c a t e d engineering, we determined t h a t we a c t u a l l y 

f e l t l i k e we needed t o be c l o s e r t o the w e l l s i n Section 4 

and 5. And t h a t was the reason why we sent a subsequent 

w e l l proposal t o Ocean, r e v i s i n g the l o c a t i o n , i s , we f e l t 

l i k e we were being drained from w e l l s i n Sections 4 and 5, 

and we a c t u a l l y needed t o be up c l o s e r t o those w e l l s . 

Now, my o r i g i n a l i n t e n t was t o not be r i g h t up on 

the l i n e f o r the very reason of s t i c k i n g t h r e e w e l l s , 

b a s i c a l l y , i n a 160-acre p a t t e r n . I was a c t u a l l y t r y i n g t o 

back o f f enough t o s t i l l be i n what I considered t o be a 

commercial g e o l o g i c a l p o s i t i o n and encounter and recoup 
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unique reserves t o Mr. Arrington's acreage down here. 

So tha t i s the reasoning behind where our 

proposed location i s at and why we moved the location. 

I f you w i l l move on, as you move to the cross-

section, you w i l l see Ocean Energy's Texaco State Number 1 

i n Section 5. And t h i s well was d r i l l e d i n August of 2 001, 

and b a s i c a l l y they encountered approximately — I have i t 6 

and 8 fee t , I believe they had i t as 5 and 6 f e e t , of net 

pay i n here. You can t e l l by the log c h a r a c t e r i s t i c that 

i t ' s d e f i n i t e l y a channel sand. I t ' s got a fining-upward 

sequence; t h i s i s very i n d i c a t i v e of a channel sand. 

They IP at the well at 1.16 m i l l i o n cubic feet of 

gas per day at a flowing tubing pressure of 1400 pounds. 

We got the bottomhole pressure from Mr. Messa and Mr. 

Payne. They shared the information with us, and we got the 

estimated bottomhole pressure, 3200 pounds. I show tha t 

they've made a current cumulative of about .54 BCF, and I 

ac t u a l l y show t h e i r well making 550 MCF a day as of 

November, 2002. 

I should also state f o r Mr. Payne's ego here that 

we a c t u a l l y show an EUR here of 1.1 BCF out of t h i s w e l l , 

and I thin k that coincides very closely with what Mr. Payne 

ac t u a l l y showed f o r t h i s p a r t i c u l a r w e l l . 

But as you move on across t o the Texaco, we show 

i n Section 4 the Texaco E&P Shoebar "4" Number 2, and I 
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b e l i e v e t h i s w e l l was d r i l l e d by Texaco as a d i r e c t r e s u l t 

of Ocean's w e l l d r i l l e d i n Section 5. I t ' s a l s o my 

understanding t h a t Ocean Energy doesn't have an i n t e r e s t i n 

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

This w e l l was d r i l l e d i n 4-10 of 2002. They 

p e r f o r a t e d the w e l l , and as you can see, f i r s t of a l l , they 

encountered a much t h i c k e r i n t e r v a l . They a c t u a l l y got 

about 16 f e e t of sand. I show 11 f e e t of a c t u a l net pay i n 

here. They p e r f o r a t e d i t and t e s t e d a r a t e of 2 m i l l i o n a 

day. Once again from Ocean's t e c h n i c a l s t a f f , we got the 

bottomhole pressure of approximately 2800 pounds. To date 

we show a t o t a l cumulative of .34 BCF, and I show the w e l l 

i n November of 2002 producing a t a r a t e of 2.5 m i l l i o n 

cubic f e e t of gas per day and fou r b a r r e l s of o i l . And we 

a c t u a l l y show an EUR of t h i s p a r t i c u l a r w e l l of 2.1 BCF. 

As you continue on t o the l a s t w e l l i n the cross-

s e c t i o n , t h i s was Mewbourne's w e l l , and t h i s was most 

r e c e n t l y d r i l l e d , i n February of 2003. And t h i s p a r t i c u l a r 

w e l l i s a dry hole. 

And as you can see, I have chosen — They 

a c t u a l l y encountered some sand here. I discussed i t w i t h 

Mr. Messa, I don't know i f s p e c i f i c a l l y whether he 

considers t h i s Brunson or not. I do not. I consider t h i s 

an overbank deposit t h a t ' s s l i g h t l y higher i n t h i s s e c t i o n 

than the Brunson i n t e r v a l . I f y o u ' l l look, i t ' s a c t u a l l y 
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got a coarsening-upward sequence here. I t looks d i f f e r e n t 

on t h e logs. No matter what, i t was t i g h t . They d i d n ' t 

have h a r d l y any gas show i n i t . I don't r e c a l l whether 

they ran a d r i l l stem t e s t on i t or not, but they d i d not 

complete the w e l l i n i t . 

EXAMINER BROOKS: You're t a l k i n g about t h e w e l l 

i n Section 9? 

THE WITNESS: Yes, s i r , the Eureka State Number 

"9" w e l l . 

So b a s i c a l l y , t h i s p r e t t y much shows what I 

consider t o be the pay horizon t h a t we're going a f t e r i n 

t h i s immediate area. And i t was because of the Ocean w e l l 

and the Texaco w e l l t h a t Mr. A r r i n g t o n went t o the s t a t e 

land sale i n January. And b a s i c a l l y we had a c t u a l l y gone 

out and scouted the Texaco w e l l and the Ocean w e l l and knew 

i n January t h a t the Texaco w e l l was s t i l l producing i n 

excess of 2 m i l l i o n a day. Okay? 

With t h a t , we f e l t t h a t t h i s was some p r e t t y good 

acreage. And I mean t h i s , by my standards — and I'm an 

o l d Texas O i l and Gas g e o l o g i s t — t h i s i s an o l d TXO 

corner shot, as we'd c a l l i t . Okay? 

We went t o the s t a t e land s a l e , and Mr. A r r i n g t o n 

purchased the acreage. We were aware of Ocean being the 

other i n t e r e s t owners i n here. And we f e l t because of 

d e p l e t i o n and because of what the Texaco w e l l i s producing, 
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what the Ocean w e l l i s producing, t h a t we needed t o propose 

a w e l l as soon as p o s s i b l e , because w i t h every day of t h e i r 

p r o d u c t i o n we're l o s i n g reserves. 

I know Mr. Payne was h e s i t a n t t o say i t ' s 

d r a i n i n g from the northeast q u a r t e r , but we know 

p r e f e r e n t i a l p e r m e a b i l i t y trends, t h a t w e l l i s going t o 

d r a i n from the northeast q u a r t e r . And so r i g h t now, even 

as we speak here today, s i r , we're being drained i n our 

p o s i t i o n . 

Q. (By Mr. Carr) Mr. Baker, i f t h e r e i s no w e l l i n 

the northeast q u a r t e r , you w i l l be drained? 

A. Yes, s i r . 

Q. What would a w e l l i n the northeast q u a r t e r cost, 

based on your AFE estimate? 

A. $1.4 m i l l i o n . 

Q. And i s Mr. A r r i n g t o n prepared t o d r i l l a w e l l and 

spend $1.4 m i l l i o n t o o b t a i n h i s share of the reserves from 

the northeast q u a r t e r of the section? 

A. Yes, s i r , we d e f i n i t e l y are. Yes, s i r . 

Q. Do you b e l i e v e t h a t the l o c a t i o n proposed by 

Ocean i n the southwest of the southeast i s a poor l o c a t i o n ? 

A. I simply b e l i e v e t h a t i t ' s got a g e o l o g i c a l shot, 

but they w i l l have a bottomhole pressure, we're e s t i m a t i n g , 

i n t h e 500-pound t o 600-pound bottomhole pressure range. 

Q. I f Mr. A r r i n g t o n i s designated operator of the 
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east h a l f , i s he also prepared t o d r i l l a w e l l a t t h a t 

l o c a t i o n ? 

A. Yes, s i r , we are. 

Q. Are you prepared t o make a recommendation t o the 

Examiner as t o the r i s k penalty t h a t should be assessed 

against any i n t e r e s t owner who doesn't v o l u n t a r i l y 

p a r t i c i p a t e i n the well? 

A. Yes, s i r , I am. 

Q. And what i s that ? 

A. Two hundred percent, the maximum. 

Q. And what do you base t h a t on? 

A. Based on t h a t f a c t t h e r e i s — This i s the 

Morrow, t h i s i s the Atoka-Morrow, i t ' s r i s k y , and Mewbourne 

found t h a t out very s h o r t l y . So we can d r i l l a dry hole. 

Q. I n your o p i n i o n , w i l l g r a n t i n g t h i s A p p l i c a t i o n 

be i n the best i n t e r e s t s of conservation, the p r e v e n t i o n of 

waste and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A. Yes, s i r , I t h i n k so. 

Q. How soon does David H. A r r i n g t o n O i l and Gas plan 

t o spud t h i s w e l l ? 

A. As soon as po s s i b l e , s i r . 

Q. Were E x h i b i t s 6 through 8 prepared by you? 

A. Yes, s i r , they were. 

MR. CARR: I move the admission i n t o evidence of 

A r r i n g t o n E x h i b i t s 6 through 8. 
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EXAMINER BROOKS: Objection, Mr. Bruce? 

MR. BRUCE: I have no obje c t i o n ? 

EXAMINER BROOKS: A r r i n g t o n 6 through 8 are 

admitted. 

Mr. Bruce? 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. Okay, j u s t a few questions, Mr. Baker. What i s , 

or was the v i r g i n pressure i n t h i s r e s e r v o i r ? 

A. More than l i k e l y , the v i r g i n pressure i n t h i s 

r e s e r v o i r was probably around 4000 pounds. 

Q. You don't t h i n k 5000 pounds i s a more accurate 

number? 

A. No, s i r , I have d r i l l e d probably 30 w e l l s i n t h i s 

area, I've done extensive — d r i l l e d from 1435 a l l the way 

down through 1735, and the highest I've seen i n the Brunson 

was one w e l l t h a t was d r i l l e d by Kukui, and i t had 4600 

pounds. The m a j o r i t y — normal pressure g r a d i e n t i n t h i s 

area would g i v e you a 4000-to-4200-pound bottomhole 

pressure. 

Q. I hand you what's Ocean E x h i b i t 13. Do you 

disagree w i t h the 5000-pound pressures on the — 

A. No, s i r , you can't disagree w i t h two p o i n t s of 

c o n t r o l a t 5000 pounds. 

Q. Regardless of whether i t ' s 4000 or 5000, l o o k i n g 
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at your Exhibit 7, your isopach — 

A. Yes, s i r . 

Q. — i f there's permeability b a r r i e r s , then why was 

— the f i r s t w e l l d r i l l e d i n t h i s — you've got a 

permeability b a r r i e r to the south and a permeability 

b a r r i e r t o the north, then why i s the f i r s t w e l l d r i l l e d i n 

t h a t l i t t l e reservoir at 3200 p.s.i.? 

A. Because that I have found — and I have seen t h i s 

i n two or three d i f f e r e n t wells — these permeability 

b a r r i e r s are basically where the sands get down t o probably 

less than f i v e feet. But i t means the sand doesn't 

completely go away. So you're going t o see some pressure 

movement across i t . 

I've actually o f f s e t a well t h a t had 800 pounds 

and had 2 600 pounds, and there was no way to explain th a t 

w e l l other than some t i g h t sand i n there. 

I'm not saying that there's not some 

communication across here, but these are f i n e t o medium-

grain sands. And actually — We t a l k about great 

permeability. I t ' s got great porosity and very low perm. 

We create the perm. I f y o u ' l l look at a l l these 

wells out here, the majority of these great big, t h i c k 

ones, nowadays we have to frac these wells, and Yates has 

shown t h a t over and over again, t o create th a t perm. 

Q. Now, based on the testimony you j u s t gave, the 
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Chevron w e l l i n Section 4 — 

A. Yes, s i r . 

Q. — has better net thickness, does i t not? 

A. Yes, s i r , i t sure does. 

Q. And i t started out with a lower pressure — 

A. Yes, s i r . 

Q. — than the 5-1, but i t has better reserves — 

A. Yes, s i r . 

Q. — i n your opinion? 

A. Yes, s i r . 

Q. Doesn't that prove what Mr. Payne was saying, 

t h a t i f you have the thicker reservoir, that's more 

determinative than the pressures? 

A. Well, i t c e r t a i n l y can be, but I'm not concerned 

r e a l l y about Ocean's location t o the south as I am — as 

g e t t i n g i n my share of the reserves i n the northeast 

quarter. 

Q. Well, i s n ' t — Ocean's location, which also 

a f f e c t s you i n the southwest of the southeast, couldn't you 

say the same thing, that that's being drained by the wells 

i n Sections 17 and 18? 

A. Actually, Mr. Bruce, me and our reservoir 

engineer determined that that well should have been d r i l l e d 

10 years ago. That would have been a very good location. 

So yes, s i r , i t ' s drained. And i t ' s continuing t o be 
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drained. 

Q. Okay. So the northeast q u a r t e r i s being drained 

and the southeast quarter i s being drained? 

A. Yes, s i r . 

Q. That's a l l I have — One other question. 

On your E x h i b i t 6 — I need new b i f o c a l s — the 

w e l l name, i t looks l i k e i t ' s the Fink C a h i l l ? 

A. No, s i r , t h a t ' s Pink. You do need new b i f o c a l s , 

Mr. Bruce. 

(Laughter) 

THE WITNESS: That's Pink. Yeah, you d i d t h a t on 

purpose. 

MR. CARR: May i t please the Examiner — 

MR. BRUCE: No, no, we're not going i n t o w e l l 

names again, Mr. Carr. 

MR. CARR: — the l a s t time Mr. Bruce and I had 

an issue w i t h w e l l names we f i n a l l y agreed t h a t when Mr. 

A r r i n g t o n named a w e l l the Red Eyed Squealy Worm i t was 

being named a f t e r Mr. Bruce. 

(Laughter) 

MR. CARR: We are prepared today t o s t i p u l a t e 

t h a t t h a t was not t r u e . The Fink w e l l i s — 

(Laughter) 

EXAMINER BROOKS: Well, i t ' s g e t t i n g l a t e i n the 

aftern o o n . 
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THE WITNESS: Yes, s i r . 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. Mr. Baker, you said you thought t h e r e was a 

p e r m e a b i l i t y b a r r i e r between the w e l l t h a t ' s over i n the 

west h a l f of Section 8 and the w e l l s up i n the n o r t h , and I 

can understand why you would t h i n k t h a t . But what makes 

you t h i n k i t i s located across the east h a l f of Section 8, 

the way you've drawn i t ? 

A. Geological d i s c r e t i o n , s i r . There's no 

p a r t i c u l a r basis t h a t I have a t t h a t . We f e e l — I t h i n k 

us and Ocean both agree t h a t t h a t sand — This main b i g 

body was fed from the same feeder system — 

Q. Right. 

A. — but I'm saying because of the pressure 

d i f f e r e n t i a l between — I mean, even the 3200 pounds i s 

s u b s t a n t i a l l y higher than what the bottomhole pressure i n 

t h i s b i g tank t h a t Mr. Payne t a l k e d about. There has t o be 

something i n between t h e r e , i n my o p i n i o n , t h a t i s causing 

t h a t pressure t o be th e r e . 

Now, whether t h a t perm b a r r i e r i s t h e r e , i t could 

be a t the Pink C a h i l l , and t h a t would add t o my 2 00-percent 

r i s k , and I ' d j u s t d r i l l a dry hole because t h a t perm 

b a r r i e r moved up t o t h e r e . 

Q. Yeah. You've drawn — Your contour map looks 
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very s i m i l a r the other gentleman's, but your isopach looks 

very, very d i f f e r e n t . Can you g i v e me any s u p p o r t i n g data 

f o r — or reasoning f o r why you t h i n k t h a t these 

thicknesses are more near l y i n accord w i t h the way you've 

drawn them, which i s q u i t e d i f f e r e n t from the way Mr. Messa 

drew them? 

A. Well, a c t u a l l y , I b e l i e v e t h a t p r e t t y much 

i n d u s t r y standard i s , d r i l l t h i s Brunson i n t e r v a l — I t ' s 

been the main t a r g e t out here f o r the l a s t f i v e years. 

Q. Right. 

A. And I've probably looked a t a h a l f a dozen other 

g e o l o g i s t s ' i n t e r p r e t a t i o n s . As a general r u l e , we a l l 

b e l i e v e these are p r e t t y much n o r t h - s o u t h - t r e n d i n g systems. 

The one exception i s , when you get down t o the 

Vacuum system r i g h t here, there i s a c t u a l l y a huge h i g h 

t h a t s i t s j u s t south, and there's a f a u l t system, and a l l 

these t h i n g s fed i n t o here and slammed up against t h i s 

Morrow high i n here, and t h a t ' s what k i n d of reworked these 

sands almost i n an east-west or northwest-southeast 

p a t t e r n , i s they were reworked along here. 

Q. Now, t h a t high would be south of these w e l l s i n 

Section 16, 17 — 

A. Yes, s i r , I mean, i t ' s j u s t south of i t o f f t h i s 

map r i g h t here. Everything r e a l l y climbs d r a m a t i c a l l y , so 

t h a t t h i s was — I mean, you k i n d of had a r o l l over here, 
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and then i t r e a l l y climbed up — 

Q. Right. 

A. — and I t h i n k t h a t ' s what's banked a l l t h i s sand 

up agai n s t here, and i t k i n d of changed i t . And I b e l i e v e 

i n Mr. Messa's i n t e r p r e t a t i o n , Mr. Lowe, they chose t o take 

t h e i r sand — I went n o r t h w i t h mine through 5 and 6, and 

they chose t o continue on i n a northwest p a t t e r n , i s the 

main d i f f e r e n c e , i n the b i g , t h i c k sand, as he s a i d , and 

out t h a t way. 

There's no p a r t i c u l a r rhyme or reason. I 

a c t u a l l y stayed w i t h i n the c o n s t r a i n t s of these w e l l s up 

here i n 31. I also have 1000 pounds bottomhole pressure, 

and the reserves are only a BCF out of some p r e t t y t h i c k 

w e l l s up here. 

So once again, t h a t might lead me t o b e l i e v e t h a t 

i t was more t i e d t o Mr. Payne's tank than something 

separate, you know. 

That's j u s t the d i s c r e t i o n of each g e o l o g i s t as 

t o how he wants t o e x p l a i n i t and i n t e r p r e t i t . 

EXAMINER BROOKS: Okay. Mr. Jones? 

EXAMINATION 

BY EXAMINER JONES: 

Q. Mr. Baker, the t r e n d you have f o r the — i n 

Section 8 up t o Section 4, t h a t l i t t l e lens of sand, t h a t ' s 

— Does t h a t go along w i t h your r e g i o n a l geologic 
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p r e d i c t i o n of the Morrow meandering sands, or — and have 

you seen t h a t i n other areas? 

A. Well, Mr. Commissioner, t h a t ' s a good question. 

There i s areas where these t h i n g s appear t o get down as low 

as a q u a r t e r t o a h a l f a m i l e wide, and some of them I've 

got up i n 16-35, i n Sections 10 up t h e r e , and 14, appear t o 

be a m i l e and a h a l f wide. 

But also up there the w e l l c o n t r o l i s so t h i c k 

you can't put dry holes i n between them, but y e t you've got 

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

So once again, t h i s t h i n g could be a l i t t l e b i t 

wider. We know i t can't be much wider t o the east, 

Mewbourne proved t h a t . There i s a l i t t l e d i s c r e t i o n . This 

t h i n g could b a l l o o n out a l i t t l e b i t more t o the n o r t h and 

the west as you head on up t h a t way. 

The f a c t t h a t Texaco's w e l l only encountered 16 

f e e t — This i s a c t u a l l y more normal thickness as you move 

n o r t h . 

The Brunson i s t y p i c a l l y a 15- — 10-, 12-, 15-

f o o t i n t e r v a l , u n t i l you get down i n t h i s area here where 

you get t h i s b i g pod of sand t h a t Mr. Payne a c t u a l l y t a l k e d 

about. 

So once again, t h a t ' s hard t o answer. I've seen 

them both. 

Q. And these perm b a r r i e r s are — So some of t h i s 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

87 

Morrow i s — you're t a l k i n g secondary changes i n t o actual 

o r i g i n a l deposition, so perm barriers could be some kind of 

secondary s i l t s coming through? 

A. There might be. One thing about the Atoka-

Brunson th a t we have seen, as a general r u l e , i s t h a t t h i s 

i s a very f i n e - t o medium-grained sand. And as you 

approach the edge wells, I mean, i t almost gets s i l t y . 

Well, now we r e a l l y haven't seen evidence of major clay 

deposits. We have seen evidence of, believe i t or not, 

some dolomite r e c r y s t a l l i z a t i o n i n some cores th a t we took 

up north. 

So there's p o s s i b i l i t y of some secondary s t u f f 

going on i n here. I can't say that happens everywhere 

consistently, we've j u s t seen i t p e r i o d i c a l l y . And I've 

seen over and over — I mean, there's a w e l l d i r e c t l y north 

o f f t h i s map here i n Section 4 that has 800 pounds. And 

then you've got the two wells i n 4 and 5 where Ocean and 

Texaco d r i l l e d that once again came i n with high pressures 

again. 

The well up there that had 800 pounds was a Yates 

w e l l . Well, Arrington d r i l l e d a wel l north of i t , the 

Palomino Midge, that had 2600 pounds. And 

s t r a t i g r a p h i c a l l y they're the same. 

Q. And these pressures p r e t t y much b u i l d up over the 

same amount of time? 
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I n other words, i f i t ' s extremely low 

p e r m e a b i l i t y i n some cases — which i s probably not t he 

case w i t h the Morrow, r i g h t ? You would have t o run along 

the ~ 

A. Right, r i g h t . 

Q. — l i k e slopes, Abo or something. Okay. 

The source f o r the Morrow, what was t h a t ? 

M i s s i s s i p p i a n or something? 

A. Well, no, s i r , we don't a c t u a l l y b e l i e v e i t was 

Mi s s i s s i p p i a n . We be l i e v e t h a t — There's two t h e o r i e s of 

the source, and the m a j o r i t y of the t h e o r i e s are t h a t t h i s 

s t u f f was sourced from the n o r t h somewhere, and t h a t these 

were j u s t p a r t of a la r g e d i s t r i b u t a r y system coming down 

from the n o r t h . 

There's a new system — or a new theory now, 

t h a t ' s a c t u a l l y saying t h a t p a r t of t h i s was an e r o s i o n a l 

m a t e r i a l coming o f f of the Vacuum hi g h , coming from south 

of us, going o f f t o the n o r t h . Okay? And t h a t ' s simply 

because the number of w e l l s s t a r t i n g t o be d r i l l e d out i n 

here suggests almost two possi b l e d e p o s i t i o n a l systems. 

EXAMINER JONES: Okay, t h a t ' s a l l I had. Thank 

you very much. 

EXAMINER BROOKS: Anything f u r t h e r ? 

Next witness. 

MR. CARR: At t h i s time we c a l l Tony Beilman. 
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TONY BEILMAN• 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r the re c o r d , please? 

A. Yes, my name i s Tony EJeilman. My l a s t name i s 

s p e l l e d B-, as i n boy, e-i-l-m-a-n. 

Q. Where do you reside? 

A. I r e s i d e i n Dallas, Texas. 

Q. By whom are you employed and i n what capacity? 

A. I'm r e t a i n e d by David A r r i n g t o n O i l and Gas, 

In c . , as a petroleum engineer and operations supervisor . 

Q. Have you p r e v i o u s l y t e s t i f i e d before the New 

Mexico O i l Conservation D i v i s i o n ? 

A. I have not. 

Q. Would you summarize f o r the Examiners your 

e d u c a t i o n a l background and review your work experience? 

A. Yes, I received a bachelor of science degree from 

New Mexico Tech i n Socorro i n 1982. I was employed by 

P h i l l i p s Petroleum Company as a r e s e r v o i r engineer f o r 12 

years, and then a t t h a t time I was given the o p p o r t u n i t y t o 

s t a r t a c o n s u l t i n g f i r m c a l l e d T r i n i t y Engineering, and 

t h a t ' s c u r r e n t l y where I am now. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n s f i l e d by 
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Ocean and A r r i n g t o n i n these consolidated cases? 

A. Yes, I am. 

Q. Have you made an engineering study of the area 

which i s the subject of these consolidated A p p l i c a t i o n s ? 

A. Yes, I have. 

Q. And are you prepared t o share the r e s u l t s of your 

work — 

A. Yes, I am. 

Q. — w i t h the O i l Conservation D i v i s i o n ? 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER BROOKS: Yes, they are — Any o b j e c t i o n , 

Mr. Bruce? 

MR. BRUCE: No, s i r . 

EXAMINER BROOKS: They are acceptable. 

Q. (By Mr. Carr) Mr. Beilman, would you i d e n t i f y 

and review A r r i n g t o n E x h i b i t 9? 

A. Yes, t h i s i s very s i m i l a r t o the e x h i b i t t h a t Mr. 

Payne presented, and b a s i c a l l y we assumed and got the same 

data, and i t ' s a bottomhole-pressure-versus-time. And what 

I t r i e d t o show on t h i s p l o t was the bottomhole pressure of 

a l l of the w e l l s t o the west of our proposed l o c a t i o n , 

d i p p i n g down i n t o Section 18 and 17, and then a l s o compare 

those bottomhole pressure versus time t o the w e l l s i n 

Section 5 and 4. 
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Q. And what does t h i s show us? 

A. I t shows t h a t — as everybody has p r e t t y much 

s t a t e d , t h a t the w e l l s t o the — i n Section 7, 18 and 17 

experience a l o t less bottomhole pressure than the w e l l s i n 

Section 4 and 5. 

As y o u ' l l note, i t ' s k i n d of i n t e r e s t i n g , because 

i t looks l i k e the w e l l s i n Section 7, 18 and 17 are 

b a s i c a l l y producing from one l a r g e tank, and bottomhole 

pressure seems t o be somewhere around 500 pounds. 

Q. I f we look a t the isopach, which i s marked 

A r r i n g t o n E x h i b i t 7 — 

A. Okay. 

Q. There are a number of w e l l s i n Sections 16, 17, 

18 and 7 t h a t have produced f o r some p e r i o d of time. 

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

Q. For about — How long has t h i s p a r t i c u l a r Atoka-

Morrow r e s e r v o i r been produced? 

A. Well, the e a r l i e s t p roduction — bottomhole 

pressure numbers and production numbers run i n the l a t e , 

oh, 1972, 1973 vi n t a g e , a l l the way i n t o new w e l l s being 

d r i l l e d , and — we've got some new w e l l s d r i l l e d i n the 

1980s. But i t ' s been b a s i c a l l y been producing 30 years. 

Q. I f th e r e were not some s o r t of p e r m e a b i l i t y 

r e s t r i c t i o n or b a r r i e r somewhere i n the center of the 

spacing u n i t , i n the east h a l f of Section 8, would you 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

92 

s t i l l expect t o see bottomhole pressures i n the w e l l s t h a t 

have r e c e n t l y been d r i l l e d i n 5 and 4 i n the 2 000- t o 3 000-

pound range? 

A. I would expect t o see a s u b s t a n t i a l — less 

pressure than what we're seeing now. This perm b a r r i e r 

t h a t B i l l r e f e r s t o , I r e a l l y r e f e r t o i t as a perm 

r e s t r i c t i o n . I don't know t h a t i t — I t j u s t could be a 

lower perm number than what we might be seeing i n the he a r t 

of the channel. I t could be — 

Q. At what r a t e i s i t your understanding t h a t the 

Ocean Texaco State 5 Well Number 1 i n the south h a l f of 5 -

- a t what r a t e i s t h a t w e l l producing? 

A. As of December, i t looked l i k e i t was doing about 

460 MCF a day. 

Q. Do you have an o p i n i o n as t o whether or not t h a t 

w e l l w i l l be d r a i n i n g reserves from the northeast of 

Section 8? 

A. Yes, I do, I b e l i e v e t h a t the reserves i n the 

nor t h e a s t of Section 8 are being drained by t h a t w e l l . 

Q. I n your o p i n i o n , i f a w e l l i s not d r i l l e d i n the 

nor t h e a s t of Section 8, w i l l those reserves be drained by 

w e l l s o f f s e t t i n g i t t o the north? 

A. Yes. 

Q. Let's go t o what has — I t h i n k a t t h i s time, Mr. 

Beilman, I ' d ask you t o take out our AFE which has been 
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marked as A r r i n g t o n E x h i b i t 3, and the Ocean AFE which has 

been marked as t h e i r E x h i b i t Number 4. 

A. Okay. 

Q. And I ' d l i k e you t o look a t these two and f i r s t 

of a l l t e l l me what the d i f f e r e n c e s are between the AFE 

f i g u r e s f o r completed w e l l s a t the proposed l o c a t i o n s . 

A. Okay, the d i f f e r e n c e — the completed w e l l cost 

f o r t h e w e l l t h a t Ocean proposed i s b a s i c a l l y $1.7 m i l l i o n 

t o d r i l l t h a t w e l l . Our proposed w e l l and our AFE 

r e f l e c t i n g our proposed w e l l i s $1.4 m i l l i o n . So b a s i c a l l y 

$300,000 d i f f e r e n c e between the two w e l l s . 

Q. And have you been able t o a s c e r t a i n what the 

d i f f e r e n c e s are? 

A. Yes, I have. I f you look a t c e r t a i n c a t e g o r i e s , 

p r i m a r i l y the r e n t a l category, i n our AFE we show $19,000 

of r e n t a l equipment. I f you look a t Ocean's AFE they're 

showing $157,000. So there's a b i g d i f f e r e n c e t h e r e . 

There's a d i f f e r e n c e i n the l o c a t i o n c o s t . They 

show $74,000 f o r a l o c a t i o n , we show $32,000. And I t h i n k 

our numbers are even a l i t t l e b i t . h i g h . 

We j u s t b u i l t a l o c a t i o n f o r Steve's Hopper about 

f i v e m i les n o r t h of t h i s t h a t was — $15,000 was our cost, 

so... And there's some minor d i f f e r e n c e s i n some of the 

ot h e r s . 

And there's one other b i g d i f f e r e n c e , and t h a t ' s 
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on t h e t a n g i b l e equipment, the produ c t i o n equipment. We 

show $30,000 and they show $60,000, I b e l i e v e . 

Q. Are the costs i n the A r r i n g t o n AFE based on your 

a c t u a l experience f o r s i m i l a r wells? 

A. Yes, we j u s t completed or d r i l l e d a w e l l about 

f o u r miles n o r t h of t h i s c a l l e d the Double Hacklepea, and 

those numbers r e f l e c t the numbers t h a t we're using i n here. 

We a l s o , j u s t — about halfway down on a w e l l c a l l e d the 

Steve's Hopper j u s t outside of Lovington, and again t h i s 

AFE was commensurate w i t h the bids t h a t we received on the 

Steve's Hopper, which we j u s t got the 1st of February, 

so. . . 

Q. Do you consider the costs on the Ocean AFE t o be 

reasonable f o r w e l l s i n t h i s area? 

A. I t h i n k i t ' s a l i t t l e b i t h i g h . 

Q. I f you were t o p a r t i c i p a t e i n the Ocean w e l l , as 

opposed t o the A r r i n g t o n w e l l , w i t h a 50-percent i n t e r e s t 

l i k e Mr. A r r i n g t o n , i n f a c t , i t would cost you $150,000 

more t o pay your AFE share, j u s t t o avoid being pooled; 

i s n ' t t h a t r i g h t ? 

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

Q. Was E x h i b i t 9 prepared by you? 

A. E x h i b i t 9 was prepared by me, yes. 

MR. CARR: At t h i s time we move the admission of 

A r r i n g t o n E x h i b i t 9. 
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MR. BRUCE: No o b j e c t i o n . 

EXAMINER BROOKS: Nine i s admitted. 

MR. CARR: That concludes my d i r e c t . 

EXAMINER BROOKS: Mr. Bruce? 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. Just a couple of questions. Do you have 

A r r i n g t o n E x h i b i t 7 i n f r o n t of you, Mr. Beilman? 

A. Yes, I do. 

Q. Have you done a volu m e t r i c c a l c u l a t i o n on the 

reserves i n t h a t small r e s e r v o i r i n the northeast of 8 and 

s t r e t c h i n g i n t o 5 i n Section 4? 

A. We s t a r t e d t o , but the problem was we d i d n ' t know 

what t h e boundaries were and what s i z e acreage t o put i n t o 

the v o l u m e t r i c s t o determine what the v o l u m e t r i c s i z e of 

t h a t r e s e r v o i r would be. 

Q. So what k i n d of reserves do you need t o j u s t i f y 

d r i l l i n g a well? 

A. A BCF would probably do. I t h i n k i t would be 

more of a f u n c t i o n of what the d e l i v e r a b i l i t i e s of those 

w e l l s would be, and d r i l l i n g a w e l l i n the h e a r t of the 

channel, much l i k e the Chevron w e l l , would increase the 

d e l i v e r a b i l i t y , and so obviously the payout would be a l o t 

qu i c k e r . 

Q. But you can't t e l l me i f there's a BCF of 
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reserves i n the northeast quarter? 

A. No, I can't t e l l you t h a t . That's why we're 

w i l l i n g t o r i s k d r i l l i n g the w e l l . 

Q. Just e y e b a l l i n g t h i s map, would i t show a BCF of 

reserves i n the northeast quarter? 

A. You need — I f you're going t o do the 

v o l u m e t r i c s , you need about 400 t o 500 acres of a r e s e r v o i r 

t o equate g i v i n g a BCF t o Ocean's w e l l , g i v i n g a BCF t o us, 

and g i v i n g 2 BCF t o Chevron's w e l l or Texaco's w e l l . 

Q. Does t h i s look l i k e i t has 500 acres i n t h i s 

r e s e r v o i r ? 

A. Well, I'm not going t o — I d i d n ' t planimeter i t , 

so I don't know. 

Q. Okay. As t o the pressure data, you agree w i t h 

Mr. Payne t h a t the v i r g i n pressures were about 5000, do you 

not? 

A. I don't know about the v i r g i n pressures. I can 

t e l l you what the pressures were on the Chevron w e l l and 

the pressures t h a t were reported by Ocean. 

Q. Well, what does E x h i b i t 9 show? 

A. E x h i b i t 9 shows the pressures t h a t were r e p o r t e d 

t o the State o f f of the Chevron w e l l and o f f of the Ocean 

w e l l . 

Q. Okay, but what does i t show f o r the New Mexico DK 

State Com we l l ? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

97 

A. Well, you're r i g h t , I'm not going t o d i s p u t e 

whether i t was 4000 or 5000 pounds. I'm not going t o 

argue — 

Q. Okay. 

A. — i t could very w e l l be t h a t . 

Q. Now you mentioned the w e l l cost. What w e l l d i d 

you mention t h a t A r r i n g t o n d r i l l e d f o r $1.4 m i l l i o n ? 

A. The Double Hacklepea. 

MR. BAKER: Peacock. 

THE WITNESS: I mean Double Peacock. And we have 

the Steve's Hopper Number 1 being d r i l l e d now. 

Q. (By Mr. Bruce) Were the Double Hackle Peacock 

costs t h a t you must mentioned taken o f f the d r i l l i n g 

r e p o r t ? 

A. Taken o f f of a c t u a l accounting. 

Q. Okay. Were you i n charge of d r i l l i n g A r r i n g t o n ' s 

Mustang Midge 28-1 well? 

A. I was not. 

Q. Do you know what the f i n a l w e l l costs were on 

t h a t w e l l ? 

A. I do not. 

Q. Do you know what the AFE was f o r t h a t w e l l ? 

A. I do not. 

MR. BRUCE: That's a l l I have, Mr. Examiner. 

EXAMINER BROOKS: Mr. Jones? 

STEVEN T. BRENNER, CCR 
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EXAMINATION 

BY EXAMINER JONES: 

Q. Let me get your l a s t name one more time. 

A. I t ' s Beilman, and i t ' s s p e l l e d B-, as i n boy, 

e-i-l-m-a-n. 

Q. Okay, you probably knew some of our other 

Examiners here a t New Mexico Tech. 

A. Yeah, a c t u a l l y Mr. Stogner was one of my — 

Q. You have my condolences. 

(Laughter) 

Q. I hope you've had l o t s of therapy. 

Considering — I t h i n k t h a t was a good question 

about the volume i n t h a t — mapped, as Mr. Baker has mapped 

t h a t r e s e r v o i r , coming up i n t o Section 4 and seeing i f 

t h r e e w e l l s , e s p e c i a l l y considering two of them have 

already produced f o r a w h i l e , can a c t u a l l y — I understand, 

though, t h a t Mr. Baker's map can be expanded or c o n t r a c t e d , 

so — But you r e a l l y do t h i n k you could d r i l l a w e l l t h e r e 

and pay i t out and s t i l l make money? 

A. We f e e l l i k e we can, yes. 

Q. Okay, and — but you also — i t looks l i k e you 

could a l s o d r i l l a w e l l i n the south p a r t of t h a t 320 acres 

and get i n t o the b i g tank t h a t way? 

A. A b s o l u t e l y . 

Q. And these pressure c h a r t s t h a t you have, 
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bottomhole pressures, t h a t State 5 square ye l l o w d o t, what 

w e l l i s t h a t ? 

A. That's the Ocean w e l l . 

Q. Okay, t h a t ' s the Ocean w e l l . And t h a t ' s — 

A. No, I'm so r r y , t h a t ' s the TMBR/Sharp w e l l . 

Q. TMBR/Sharp. Where i s t h a t ? 

A. I t ' s way up there on the n o r t h p a r t of Section 5. 

Q. Okay. I t looks l i k e somebody ought t o be 

d r i l l i n g around t h a t one, huh? 

Okay, so b a s i c a l l y from your pressure c h a r t i t 

looks l i k e t h a t they d i d get i n t o some higher pressures? 

A. That's what we f e e l . 

Q. So t h a t ' s a p a r t of your — one of your b i g 

arguments here? 

A. That's what our concern and argument i s , you 

know, t y p i c a l l y we want t o crowd up t o where ther e ' s some 

pressure t o work w i t h . 

EXAMINER JONES: Okay, Mr. Brooks? 

EXAMINER BROOKS: I don't r e a l l y t h i n k I have 

anything t o add t o your questions, Mr. Jones. 

Anybody have some follow-up? 

MR. CARR: I do not. 

EXAMINER BROOKS: Very good. 

MR. CARR: That concludes our p r e s e n t a t i o n i n 

t h i s case, although I be l i e v e Mr. Bruce wants t o close. 
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EXAMINER BROOKS: Well, given the hour, you 

know — 

MR. BRUCE: I do have a c l o s i n g , although I go 

a f t e r Mr. Carr's. But I would l i k e t o r e c a l l , i f he could 

s i t r i g h t here, Mr. Payne t o the stand t o ask something. 

EXAMINER BROOKS: Yeah, the witness may stand 

down, Mr. Beilman may stand down. 

RAYMOND W. PAYNE (Recalled), 

the witness h e r e i n , having been p r e v i o u s l y d u l y sworn upon 

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Payne, you heard Mr. Beilman t e s t i f y about 

the AFE, d i d you not? 

A. Yes, s i r . 

Q. Are you f a m i l i a r w i t h the Arri n g t o n - o p e r a t e d 

Mustang Midge 28-1 well? 

A. The 28-1 w e l l was d r i l l e d i n t h i s general area, 

i n t h e same type of t a r g e t t o a p a r t i a l l y depleted sand, 

the same depth, same casing program, very s i m i l a r w e l l . 

Q. What was the AFE f o r t h a t w e l l ? 

A. The AFE was f o r $1.4 m i l l i o n . 

Q. And what was the a c t u a l cost of t h a t w e l l ? 

A. Well, the d r i l l i n g r e p o r t showed $1.4 m i l l i o n , 

but the a c t u a l costs were $1.7 m i l l i o n , which compares 
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almost e x a c t l y t o what our AFE i s w r i t t e n f o r . 

MR. BRUCE: Thank you. 

MR. CARR: I have j u s t one question, i f I could. 

EXAMINER BROOKS: Go ahead. 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. I j u s t can't f i g u r e out what you p l a n t o r e n t f o r 

$157,000. 

MR. BRUCE: Me. 

(Laughter) 

MR. CARR: Then i t ' s a very bad deal . 

MR. BAKER: That's the blow-out equipment. 

Q. (By Mr. Carr) Do you know what's incl u d e d i n 

t h a t category? 

A. Could I see the e x h i b i t , please? I don't know i f 

I ' l l be able t o answer your question, but I ' l l g i v e i t a 

shot. 

Q. There's $57,000 l i s t e d i n r e n t a l equipment. Do 

you know what t h a t f i g u r e could cover? 

A. Yeah, h a l f of t h a t looks l i k e i t ' s f o r d r i l l i n g 

and h a l f of i t ' s completions. And t y p i c a l l y r e n t a l 

equipment includes t h i n g s — You know, sometimes the r i g 

doesn't have BOPs on i t . I don't know i f we've got a d r i l l 

stem t e s t t h a t we might have i n here f o r some r e n t a l 

equipment. I'm going t o defer t h a t . I r e a l l y don't know. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

102 

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

THE WITNESS: But yeah, the o v e r a l l gross co s t , I 

t h i n k , i s comparable t o what the operators are d r i l l i n g i n 

the area. 

EXAMINER BROOKS: Okay, there's some k i n d of 

convention between counsel about c l o s i n g statements. I 

guess, Mr. Carr, you — 

MR. CARR: May i t please the Examiner, Mr. Bruce 

always c i t e s i t as the Carr r u l e when he wants t o go l a s t , 

and I always hear t h a t as, I have something t o say t h a t I 

don't want t o l e t you r e f u t e . 

EXAMINER BROOKS: Well, of course, you know, I 

spent 12 years on the bench, and we always l e t one p a r t y 

open and close, but being here i s a l i t t l e d i f f e r e n t . But 

you guys are here so o f t e n I want you t o get along, so 

w e ' l l f o l l o w the Carr r u l e . 

MR. CARR: Being put a t t h a t disadvantage, 

knowing t h a t he has something t o say t h a t he doesn't want 

me t o respond t o , I'm prepared t o go forward. 

EXAMINER BROOKS: Go ahead. 

MR. CARR: May i t please the Examiner, as a 

member of the New Mexico Bar t h i s year, we have a f i l m on 

pr o f e s s i o n a l i s m t h a t we're asked t o review. And a f t e r 

l i s t e n i n g t o i t f o r two hours the only t h i n g I can remember 

i s t h a t a f e d e r a l judge announces t h a t the h i g h e s t c a l l i n g 
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of a lawyer i s t o make c l e a r t h a t which i s c l e a r . 

I d i d n ' t know what t h a t meant u n t i l I got here 

today, but i t seems t o me c e r t a i n t h i n g s are c l e a r . 

You can play w i t h the geology a l l you want. Both 

g e o l o g i s t s b a s i c a l l y see a northeast-southwest s o r t of 

t r e n d across the east h a l f of Section 8. And both see t h a t 

t h e r e are reserves under the northeast q u a r t e r . Both agree 

w i t h o u t a d d i t i o n a l d r i l l i n g these reserves are going t o be 

drained. 

I t h i n k i t ' s c l e a r t h a t these reserves are going 

t o be produced e i t h e r by a new w e l l , which Mr. A r r i n g t o n 

proposes t o d r i l l , or i t ' s c l e a r t h a t t hey're going t o be 

produced by the two w e l l s t o the n o r t h of t h e r e , one owned 

by Texaco, one 100-percent owned by Ocean and i t s p a r t n e r s . 

I t h i n k i t ' s c l e a r they would r a t h e r have 100 percent of 

those reserves than the 50 percent they would get out of 

the w e l l i n the northeast q u a r t e r . 

I t ' s a lso c l e a r t h a t unless the w e l l d r i l l e d by 

A r r i n g t o n i s d r i l l e d as proposed by A r r i n g t o n , he's going 

t o be denied the o p p o r t u n i t y t o receive h i s share of the 

reserves under t h i s t r a c t , no matter how many t h e r e are. 

He's w i l l i n g t o spend $1.4 m i l l i o n t o get h i s share. He 

doesn't own an i n t e r e s t i n the w e l l s t o the n o r t h . And y e t 

w i t h o u t the w e l l he proposes, they get i t a l l . 

And I also t h i n k i t s c l e a r under the O i l and Gas 
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Act t h a t i t i s your duty t o a f f o r d him t h a t o p p o r t u n i t y . 

And i f you deny him t h a t , you are outsid e your s t a t u t o r y 

mandate. I t h i n k i t ' s c l e a r why they want t o d r i l l a w e l l 

on t h i s acreage as f a r away as they can get i t from the 

b e t t e r w e l l s t o the n o r t h . By a u t h o r i z i n g t h a t w i t h an 

order d e s i g n a t i n g Ocean operator, I submit, you impair the 

c o r r e l a t i v e r i g h t s of Mr. A r r i n g t o n , the l a r g e s t owner i n 

the spacing u n i t . That's what I t h i n k i s c l e a r i n t h i s 

case. 

On the f a c t s of t h i s case, A r r i n g t o n i s the 

l a r g e s t owner. A r r i n g t o n acquired the p r o p e r t y w i t h i n a 

week, was prepared t o go forward w i t h d r i l l i n g a w e l l . He 

has lower AFE costs. Those are the costs, no matter what 

happened on another w e l l , t h a t Ocean w i l l pay t h e i r share 

of t o p a r t i c i p a t e . And he has a l o c a t i o n t h a t , i f i t i s n ' t 

d r i l l e d , i s going t o be drained by w e l l s owned by othe r s . 

More than t h a t , he's w i l l i n g t o d r i l l both w e l l s . That's 

what they've t e s t i f i e d t o here today. 

On these f a c t s , t o meet your s t a t u t o r y duty t o 

p r o t e c t c o r r e l a t i v e r i g h t s , you must grant the A p p l i c a t i o n 

of A r r i n g t o n and deny the A p p l i c a t i o n of Ocean. 

EXAMINER BROOKS: Mr. Bruce? 

MR. BRUCE: Mr. Examiner, l e t ' s get out of the 

way a couple of t h i n g s t h a t I disagree w i t h . I don't t h i n k 

i t ' s as c l e a r as Mr. Carr says, although on one p o i n t we 
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agree. F i r s t of a l l , operatorship. That's going t o be 

determined by the w e l l location we choose. We don't need 

to argue over t h a t . 

Secondly, regarding the AFE, an AFE i s simply 

t h a t , an estimate. Based on the testimony of Mr. Payne, 

the l a s t w e l l t h a t Arrington was i n with Ocean cost about 

$1.7 m i l l i o n . Both are f a i r reasonable. I f i t i s too 

expensive there's always a chance l a t e r under a pooling 

order to challenge the well costs. That's of no 

importance. 

Let's make another thing clear, i s t h a t Ocean 

i s n ' t out here to drain reserves o f f of Arrington's 

acreage. At one point Ocean had a hundred percent of the 

east h a l f , and i t was w i l l i n g t o d r i l l a w e l l . 

What happened? The operator of the w e l l i n the 

west h a l f of Section 8 ceased producing t h a t w e l l and the 

lease terminated. That was long before Arrington had an 

i n t e r e s t i n t h i s section. I t could — I t was w i l l i n g t o go 

forward l a s t summer and d r i l l the w e l l . And you may not 

remember t h i s , Mr. Examiner, but we ac t u a l l y came up here 

f o r a pooling case against Exxon because we had trouble 

g e t t i n g the term assignment out of them. 

We force-pooled t h i s acreage once, and we were 

w i l l i n g t o d r i l l . And then we were t o l d by Exxon, a f t e r 

Ocean had spent tens of thousands of d o l l a r s f o r a term 
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assignment, t h a t hey, they lease i s no good. 

Also, they do not have an i n t e r e s t . Ocean and 

Nadel and Gussman and McCombs do not have an i n t e r e s t i n 

the Section 4 w e l l , the Chevron Shoe Bar w e l l . They are 

being a f f e c t e d by t h a t w e l l t o o , but they were w i l l i n g t o 

go d r i l l t he southwest quarter of the southeast q u a r t e r 

nine or t e n months ago, and they b e l i e v e t h a t was the 

c o r r e c t d e c i s i o n then, and i t ' s the c o r r e c t d e c i s i o n now. 

Now, the r e are c e r t a i n t h i n g s you should take 

i n t o account. Under Commission Order R-10,731-B, which 

sets f o r t h some of the f a c t o r s , I t h i n k you have t o look a t 

c e r t a i n f a c t o r s . One of them i s i n t e r e s t ownership i n the 

w e l l . I n t h i s case, although Ocean's i n t e r e s t i s s p l i t up, 

i t ' s 50-50. Nobody has a p r i o r i t y t h e r e . 

EXAMINER BROOKS: Now, the r e wasn't — I don't 

r e c a l l anything i n the evidence about the McComb i n t e r e s t . 

Are they a — have they signed over — 

MR. BRUCE: Yes, Mr. Maney t e s t i f i e d t h a t McCombs 

owns a p o r t i o n of the i n t e r e s t t h a t we c a l l Ocean. 

EXAMINER BROOKS: Okay, go ahead. 

MR. BRUCE: And they are sub j e c t t o a JOA. 

Another f a c t o r t o look a t i s time spent i n 

g e t t i n g t h i s prospect going. While f r a n k l y a l l these w e l l s 

t h a t you•re l o o k i n g a t here today were set up by the Ocean 

Texaco "5" Number 1 w e l l i n the southeast southeast of 
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Section 5, they d r i l l e d t h a t w e l l , t h a t set up the i n t e r e s t 

f o r Chevron t o d r i l l i t s w e l l , and i t also set up the 

i n t e r e s t f o r Ocean t o continue d r i l l i n g i n Section 8. They 

obv i o u s l y have been out here f o r q u i t e some time now, under 

Mr. Maney's testimony, a t t h i s p o i n t two years, t r y i n g t o 

get a w e l l d r i l l e d . That f a c t o r i s i n t h e i r f a v o r . 

As a matter of f a c t , a review of the D i v i s i o n 

records, which I asked the Examiner t o i n c o r p o r a t e , w i l l 

show t h a t Ocean has an APD f o r t h i s w e l l . I t h i n k i t might 

have lapsed a t one p o i n t , or i t expired under the one year 

and they renewed i t . So they have had an APD out here t o 

d r i l l t h i s w e l l f o r q u i t e some time. That's another f a c t o r 

i n t h e i r f a v o r . 

But when you come r i g h t down t o i t , you do have 

t o look a t the geology and engineering. 

EXAMINER BROOKS: As I r e c a l l , t h a t ' s what the 

Commission Order says i s the most important t h i n g . 

MR. BRUCE: I t i s the most important. And I 

t h i n k what you have t o look a t — And we understand why 

A r r i n g t o n i s i n t e r e s t e d i n d r i l l i n g the w e l l . But i f you 

look a t t h e i r e x h i b i t s , there's j u s t not enough r e s e r v o i r 

— there's too much r i s k t o d r i l l i n the northeast q u a r t e r . 

The southeast q u a r t e r has t h i c k e r sand, a b e t t e r pressure 

regiment. I t ' s the best l o c a t i o n , and i f you compare t h a t 

w i t h t he new Mewbourne w e l l d r i l l e d , I t h i n k , i n Section 
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18, i t confirms Mr. Payne's engineering study. Simply put, 

I t h i n k you have t o d r i l l the best l o c a t i o n f i r s t . That 

l o c a t i o n i s i n the southeast quarter of Section 8. 

Once t h a t w e l l i s d r i l l e d , i f A r r i n g t o n wants t o 

propose a second w e l l he can c e r t a i n l y do so, but l e t ' s 

d r i l l t he best l o c a t i o n f i r s t . Please approve Ocean's 

A p p l i c a t i o n . 

EXAMINER BROOKS: Well, would t h i s be a case, 

gentlemen, when the order p r o v i d i n g f o r a d d i t i o n a l w e l l s 

form might be put i n t o use? 

MR. BRUCE: I be l i e v e i t could be. 

EXAMINER BROOKS: Since i t ' s c l e a r t h a t everybody 

has some i n t e r e s t — obviously A r r i n g t o n much more than 

Ocean, but everybody has some i n t e r e s t i n more than one 

l o c a t i o n . 

MR. BRUCE: Rather than coming back here and 

f i g h t i n g over another one, I don't see why not. 

EXAMINER BROOKS: I t seems t o make sense. 

Okay, i f there's nothing f u r t h e r , Case Number 

13,036 and Case Number 13,039 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 
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