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- appearances. in this matter? | -

‘the case to be readvertlsed.-

5

;MR,f;STéGSER; Well call next

fﬂ o “-ig . i : ‘: ﬂ'~ PEARCE g That case is on

- the appllcatlon of AMMEX Petroleum,, lnc,(' forl-cOmpulsory

boéllnq, Eddy Countyr NeW MeX1c°'~z;.

7“,MﬁfhaKELLAHIN If the Examiner

:pleasé, “I'm Tom Kellahln OF Santa Fe, New Mex1co,'appear1ng

j}on'behalf of the appllcant and I have two w1tnesses._v

_\CARR May 1t please the

Examinerkufm§ name 1s Wllllam E.;\Carr,f‘wlth'the law» firm
. Campbell, Byrd _and Black szA@J'ofxsantaiﬂejtappearing on-|

 behélfiofi; Glenn Cooe. L

P ‘", -'“_,fﬁIwhaVe,one'witnéss,'

lMRLT;ﬂ f;‘Effi;Arer]there other

" (Witnesses ssworn.)

"?MR;f5kELLAHIN-f If the Examiner

pleasé;, there is -an, error both 1n the appllcatlon_ that‘ I

{inleé and 1n the advertlsement of the gas that w1ll requlre

Vel
I

’Th?l* descrlptlon ‘ shOWs ‘the_'

'7ﬁsoutheast qauarter of, the southeast quarter of 28 and that )

w111 be the approprlate 40 acre proratlon unlt in the».event

..,...

‘v:thls well 1s a Delaware well 5 however, thlS well is 'also

"wprojected as belng an attempt in the Bone Sprlngs and that
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‘ w;-8048 w1ll be readvertlsed for the anmlner Hearlng -to be
3 24H~"*ihe1d on February lSth 1984 At thls tlme we w111 go ahead
25

B

. ‘tion t8day..”

~| " any of:those;'.j}
20 |

Atf;Js the South Culebra, C-U—L—E—B-R—A Bluff Bone Sprlngs

“LifPool Wthh w1ll requlre an. 80 acre dedlcatlon to 1t

‘The dedlcatlon to that prora—-'

”rtlon unlt 1n the event of a successful well w111 be the.'

e

fsouth half of the southeast quarter.ng.

§‘; The 1nterest owners for the 40"«

f acre tract and for the 80 acre tract are the same ‘and- the .

1

Jnterest percentages are the same.,‘* 3

AMMEX has farmout 'agreements

‘rirom all partres except for Mr.r Cope,ﬁ and he has an 1nter—
;est Wthh I thlnk is approxlmately 17 percent elther under

..the 40 acre tract or the 80 acre tract.’

And we ve llke to move to amend

T . e

our appllcatlon, have‘you readvertlserthe case( but we would.

propose,'~w1th the anmlner s consent, ‘to.make our presenta-

jMu ; PEARCE Just for clarlfl—

:catlon,.hMr. Keliahin} the farmouts Wthh you have cover 803_

" acres 1n that South Culebra Bluff I assume.{

A

MRS KELLAHIN- That's correct.

cam
-

';MR.]PEARCB:;_We're‘not.pooling

MR KELLAHIN- That's . right.

MR STOGNER Okay, Case Numberf

hand hear the testlmony and on the lSth we w111 agaln recall
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blandman for tl’)lac:ompany'J

5

thisfhearing,.flf there is-any:more‘additionalltestimony at

_ that*time.it; ﬁay‘befpresented."7'

PN

MARK HARALSON,

Delng called yas a w1tness and belng duly sworn upon - his

’ oath testifieduas follows[ to-w1t:

s

. DIRECT EXAMINATION .

'ﬁ"

ZJBY MR KELLAHIN'

”‘Q;_;}f All rlght,p Mr.v Haralson, let me- ask you
your name and occupatlon for the record please°f_

‘;ngA»}:ﬁgl = MarP Haralson.- I . a landman for AMMEX |

‘Petroleum.: | i

. Qf”:ﬁtfﬁ;,And‘your'last_nawe'ré spelled“:H_A,R_A_L_
o _?A;:Vf@}f' Correct;.jf:f'
.Q: ;hp;rl All 'rlQHt,"alr; you're a 1éhq¢an - for |
AMMﬁf}Pét%oleum,‘Inc., and: where do you llve, Mr .. HéraISon?'
“:Ai?.-fw ; n Mldland T?xasf'. _ ‘
lk7Q]ﬁf?¥* . And how 1Qn9}ﬁévé;ydqtbééh.eﬁployed_as a

'“A‘ ﬂ{ o I ve been employed w1th ‘the company for|

',.

T Litwo and a half years, jas.a landman.for‘the past.year~and a
-22 |7 . BT R ‘ s
' ‘halfy o

“:Q.‘i~ All rlght Are you the landman respon-

'H51ble for attemptlng to put together the voluntary proratlon

»unlt for thlq Delaware Bone Sprlngs test°
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| 25{73fﬁara1sony whatfis'the status;of,ownersh;p w;th“regards to

20|

éi :;gtest 1n the south half of the southeast ouarter.

A gf.;j- Yes, I-am;l‘“”:"

’71Q:f o " And - have you been ?iny contact either

iﬁirectIy or through your dlrectlon w1th the varlous worklng

’*>1nterest owners 1nvolved 1n thls we11°,}j:

-

7&};JA'T ;?ifl Yes, I%haVe.h

"Ql?ff‘frt Have you been involved in-the preparation'

':Ayof’ the operatlng agreements and the varlous documents with

jlnd1v1dua187'

'A::-ij?;' XQS,;L;haVéL -

LN

S

'?]”MRL KELLAHIN : "'We tender’ Mr.

vﬁHaralson as an expert petroleum landman.},”

>

,amég, STOGNER ;{jHéfisféo,qqali—

"fﬁ‘.p'fﬁis .Mr;;;QAfAIsdn,' 1é£qimefsééfif I can't |

v;:orient‘us aslto’what your comﬁany, AMMEX «de51res to do.
s | T

Tell im flrst of all what the sectlon,

ftownshi§¢.~and? range 1s for the proposed well and -w1th1n

,

"“that sectlon what you propose to do.

'A‘ g;;;ﬂf” It s 1n Sectlon 28,; Townshipf23y150uth,

~"Range 28 East

We re prop051ng to drlll a Bone :Sorings'

’*,‘Q'g fi;’; All rlght,' thlS 1s ln Fddy County, New |

. Mexico. - .

Tl Ragn.

.Qﬂ¥1;7?r 'In preparlng to dr111 that Vwellf Mr.
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_ - ;.fglnd1v1duals or companles and percentages between the 40 acre'~

15
.16

"'17id5

u21 75;between the 80 acre or 40 acre proratlon un1t°,5

”fthat 80 acre tract’fxﬂ

‘7holds the ma]orltv ‘of . the 1nterest w1,;1

lévcffwhole half sectron._- Tb[?;’ 'lfghxﬁsi

23 ‘
. ;.;,Cope S perCtntage 1nterest 1n the well°

24 |

;-est;

:‘{fAz}j;: o Well,;”l- belleve there s four . 4—‘well”"

.'vthere s flve 1nterest owners. Belco Development Corporatlon.-'

Merlln, Incorpor-

”~ated A G Hamllton, Cltles Serv1ce,.and Glenn Cope."

.-ﬁiQ;;frﬁfJ All rlght,. 51r,. of those companles ‘and

Lnd1V1duals what has been the arrangement between them . and

3Uvou‘ w1th regards toi elther' part1c1pat1ng, leaSLng,-*or

'f:'farmlng out 1n order to dr111 thlS well° R

'»?LA'H:: b~< Everyone w1th the exceptlon of Mr. .Cope

has farmed out thelr 1nterest to AMMEX.
”T:fQ.;'wfr N What,_ based upon your Lnowledge and in—'-

‘-..

Eormatlon, f}is ’th dlfference,;n:i£? any,p. between  the

' dedlcatlon to a Delaware well and the 80 acre dedlcatlon to] -

‘<the Bone Sprlngs well°’??i' .

“_Ax{?fff;; Well 1t s_——tthe acreage 1s held by a

gMorrow well 1n the east half of Sectlon 28,‘-so all of the“'

::,lnterest wrll be the same., It's und1v1ded 1nterest in the

<
. -

#,Qf;}ff‘ All rlght. Wlll Mr. Cope's‘interest<vary ff

fAJﬂT ﬁ:_ﬁ No, it w1ll not..gf;ff

'*chflf.f} s And what is your understandlng of Mr.

'b',:A”ina I belleve he has a. 17 O9ll percent 1nter—
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”ment .an AFF and on September 22nd

:;he 81gns off on. and sends 1t to Mr Cope.xiu

iHaralson, 1s what to your knowledge’

. : " '.‘J;O‘
Q:iQit y’ - Let me ask you to focus in. on Mr. 'Cope

'?wiand your efforts, 1f any, to get hlm to voluntarlly part1c1—

'pate 1n the drllllng of the well

fﬁﬁ f‘*ﬁ;,. Well I sent Mr.vCope an operatlng agree—. S

"aiﬁgg"bfih All rlght, 1et s look tf that{.fthen.{-;v‘

:f That s marked as AMMEX Exhlblt Number One°

'.pA -,,73;' Well yes, it's-

- A C : Yes, Slr' >'.4: »

,.EQ ﬁfjf€ wwmAnd',itﬂfappeansfoverﬁthe'3si§nature“'off

R

‘ffAﬁi?-M'f He 1s the Vlce Pre51dent of AMMEX _Petro-.

| Qh{eft a' All rlghtr‘ thlS is work you prepared and

t:A_ﬂfi;f That S rlght.g

: ;Q‘ﬁf ,,? All rlght._‘ Urlah Exploratlon,‘lno.,”Mr.

"gA"f{‘;“ U Well, to my knowledge 1t s Mr} Cope's

concerns

|

l;fQ.fr' . ALl ri@ht' ;and what werg you attemptlng

o 140 accompllsh w1th thlS 1etter°

f“A?fvh}~v' Just to- see 1f he., as 1nterested in |

101n1ng Aus or- farmlng out hls 1nterest { Well w1th this

_1etter I just more or less wanted to flnd out 1f he was in-

Ptdfwaf;y‘: And that 1s as letter dated September 22nd _t*.
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.'aqﬂll”'

ﬂ'terested in jOlnlng us’'on the'—-_on the well

Aﬁ;:Qul .?'ﬁf?:All]>r1ght,'- 51r,. and _what,,'if-'any,

”:vreSponSe de you get eithere,from Urlah M. Cope.'

v

,concernlno thls 1etter7-f

-

A uj.fif All rlght, I got no. response.

9 ’J'gfif* ALL rlght dld you follow thls uP_ with |°

.“.».

‘._any subsequent conversatlons or correspondence7

~_AL, f?ﬁ’f Well I trled on’ several occa51ons _to

'contact hlm 'by telephone and couldn t get through 'so 1

wrote another letter and sent 1t certlfled mall on October

o,

B

'Yés¥.~

,fAnder; Lcépe alsoﬁdoes'business_in Mid{

o

L ‘ . ‘,,‘

L j.»v" A . 7. . YeS.

-,_,.' .

~~Q‘ft3ﬂjf fYou called hlm 1ocally and you dldn t getv"

Chim.

’VAQZAM : 'He was out or 1nd1sposed at the tlme.

”fQ?f{.ff< All rlght,f'and what g “the' next thlng you

AT IVseht.anfadditionalfcertifiEd,letteri on

0|0 pecember gnd.. U ot It Al
22 B ' R o R

:,jgig(,A*_ 7‘-We11' iimﬁhdt“Withpyoﬁ.yet. "October.l9th‘

\1s Fxhlblt Number Two,land that s, the flrst 1etter°

AﬁTQQﬂ; That s the second letter that T sent

:5};5_Qf.§[f All rlght 31r, and subsequent to that,
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i]lght, 51r.

JQ‘:letter4'Mr. Haralson’

"<tell ‘me” what thlS 1s.

. .‘ “.:2.2:;
23 |
YR

LR

_then, you sent another 1etter on.-_:V‘-

Eh ﬁbc":* j On December an.

lufth “f;; And that s Exhlblt Number Three. A1l 3

T n

What Qwas the purpose of the December 2nd

A ;"p More or 1ess just to- flnd out Mr. . Cope's_

o

'"'p051t10n and agaln, 1f he was wantlng to jOln us” on this

RS

| :'QﬂQ.;'%fl'?, Okay. As, of thls date,. then, “had you

LS

heard anythlng from hlm concernlng whether he was w1111ng toﬂ'

.vli‘f;‘301n or parf1c1pate°

'ff,Alf* S N
.mggﬁg,;},, You had mot. = Turn to Exhibit Four and |

e

f;A_‘ E :t.vThls is an advance bllllng that welusual—l

ly -send out 1n the case that someone 1s g01ng to. join ,us}‘

'Wé 11' blll them-‘for the proportlonate share in order vto.

ﬁtlmely pay our operatlng costs.:A:;f'?}l

.Qjﬁng;f“f_p All rlght : Let me ask you hom you'_made
thlSj calculatlon, Mr.f Haralson.r iftfvshows a. percentage :
lnterest ofﬂapprox1mate1y lS'percent B
o “wﬁffA:AAff"” kav,pwell Iu§¥7

What s the source of that’

: _Afi:f;_ii Wellvv I got thls from Belco:'Petroleum's:

‘landman.,

’ ;Qiﬁ; .- Subsequent to. Exhibit Four,I'hqye attach- -




‘;}offh’w1th regards to that operatlng agreement°

i

1

13

14

15
16 | L k |
._r,” ,‘con51stent w1th that of the 1ndustry, and you had not fllled

19

20

V,ZZu

~Q-23{a

a %fgcompany 1s w1111ng to use'-—-

1 please?.

13

"??edj”ExhihitféNumber'Eive. Wouldfiou:idehtifY“this for- us,

—_—
LA
,.»

'§¢A'.'ff - _Thls 1s an operatlng agreement and whlch

oI sent~toer.»Cope..

'Q : Tffﬁ : All rlght ."Is thisfan‘operating agreeFJ

'7A~ment 1n a form that 1is customarlly used by AMMEX Petroleum,-:'u

- Inc;,; .”-'»»~;5 o i"m;aa ¥

SR T Yes, it 1s.,;

”~nyQL55d ﬁlf wOuld you turn to the COPAS 1nstructlons

;"L:Qi§r'}d7£*Tﬁét'sfanfEéﬁiﬁif,c;f;;fié?;..‘-f*
,Q : Yes’ Slr, page three of EXhlblt C'> .
o ,A . A-~That s’ rlght. - ' '

rQ fflfd' There E a blank in here that Says' rate

,1t 1n at that p01nt°

..A;T-ff~5' No, I had not.

;‘Q V*“; - All rlght.\ -Do you have a recommendatlon

'dhto' the Examlner as to the overhead charges you propose that

‘he 1nc1ude 1n a’ poollng order’

“Avrf?f;ff*.Belco in thelr farmout to .}g- suggested

lﬁthat we: charge $3OO for a produc1ng well rate and SBOOO for

e . a drllllng rate. 'f';
4| . .

O SEERRER VoS rlght, a-l';ld::‘_.i.s"‘jtha't-'a;».rate".t'hat your|

Yoo
RENENS
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. 'acres is’ée:ls‘operated by Belco Development but Coqulna :
'f1857‘5wasf 1nvolved 1n 1t" They sold thelr 1nterest to Kalser?
19 '
21
n |
' n | |
"f24'

- 25

tho s_e S

S
| Qd',”iﬁf'.—; for this: we11° ij‘:"

Okay.j Have you been 1nvolved in any

-

‘.other operatlons in. 51m11ar wells that 1nvolved the deter—

mlnatlon of overhead rates°

o A“;,:w- .'YeS“v-i -d-'

'f,'Q iY”J,ié,All ridh{;'iggthat‘numher"consistentawithf[
TURE L Yes:
“754Q'w' o 1—— other agreements’l"-

Let' .;goL to- 'Exhlblt Number Six, Mr. |

'Haralsqnijhichfis a 1etter dated October l7th.

A e 'Okay.
”Agfébfliﬁ;?;llAll7ri§ht 51ry what is thlS’j
,\;°A1:;_i'z“1 ve. called Kalser Franc1s, who -- well
dkay,rl quess I need to famlllarlze w1th the background.

The well Jin whlch -- 1s holdlng this. 320

e

_4Franc1s, who 1n turn sold hlS 1nterest to Mr. Cope.

T}Q“ffnf'f” All rlght,i at the tlme you wrote thlS

L .,Q.. B

. letter was there any questlon 1n your m1nd as to whether Mr.'

Cope or Kalser Franc1s owned the 17 percent 1nterest that S

in. dlspute7_ S

:‘;r;A.',' 7', Yes,A there was.r :I*wasnft exactly sure

B who?-— who had the 1nterest

T

4an . ,1;?‘ And. the correspondence attached here,
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‘ 7. .15‘..

~

Ltthen,5as Exhlblt Slx through Eleven, I elleve 1t 1s, repre—

L

sents the documentatlon of how that was flnally resolved°A
Af_?wfg :Yes.j- ﬂwftlfif

BRSNS _3Alllright('what?has'been"the resolution?

A :.', QiBy a551gnment from Kalser Francis - to o

. (hrlsty Lee Cope, the 1nterest has been conveyed to her.

Angb'- ; And .as. you understand 1t ijr, Haralson,

”T\What 1s that percentage now'> -Is 1t the 15 percent or the 17

percent° "f”d | .
llﬁnffii‘;f It is the 17. 0911 percent.‘.
) Q.? iéﬁ All rlght, 51r.{, Let. me’ turn to Exhlblt'l

Number Twelve,“then, and have you 1dent1fy thlS.

. A.}; ?l" These are the 1nterests that I obtained

‘;Tfrom Belco s landman 1n the Belco Cavaller Well Wthh holds

the 320 acres. , ' - 4
| ‘}Q‘uirf . All rlght and the best of . your knowledge~f
are.those flgures}correct and accurate°
B : .,'Af'-;'- | es. )

Q- .o Al rlght, s_LrWhat's the purpose of

.Exhlblt Number Thlrteen,: Wthh is :an operating “agreement

2opll*dated September l4th of 19837

'Aft: 5 Okay, thlS is the operatlng agreement and

_-””ofarmout from Belco Detroleum and Merlln,' Inc., A;'G; Hamil-
22 : ’ '
: ton, and Cltles Serv1ce to AMMEX Petroleum.

“Q-fivﬂ“‘ All rlght,.thls srmply documents,your in-

: terest:in thejbroration unit{

-

S A *,b? ) :Yes.'r"”
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.:1§if}wnot change between the 40 acres and the 80 acres.
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23

. ;»‘*jNumber Three, whlch is your 1etter dated December 2nd, 1983,
25,, ) o

'4Mr._Haralson, have you and Mr. Cope f

t.ln the drllllng of thlS well’

' BY MR. 'STOGNER:

ﬂest also change or ___fﬁ“,

16
'ijulgV{ All ridht,g 51r. ~As.of;the'current date,

“AMMEX, to the best of

’f‘your knowledge,j'and Mr.; Cope, reached any aqreement about -

o hls part1c1patlon, farmlng out,r or jOlnlng 1n some fashlon

-

- No, 81r.. :

HOkay. - Were EXhlbltS One throuch ‘Thir-

teen, I belleve 1t is ==

s A‘ﬂiuf,» Yes, Sir.ﬂ;Q

0 Rd'i;- -- prepared by you or complled under your

~d1rectlon and superv1s1on7

- A Yes. ]

-MR.. KﬁLﬁAﬁIN;” That concludes'”°

-

' CROSS EXAMINATION -

“' Q"'“.V?yﬂ'Mr. Haralson,.,you sald earller that the

. _acreage of Mr. Cope s,v the 17 0911 percent 1nterest,'wou1d

Wlll any of the other partles that have
farmed out, w1ll thelr acreage'——‘l mean would thelr 1nter-

=

-

st;jf* A ;Ifif’5?No; thelr 1nterest won t change.

ff;Q_'rhﬂg ' On your letter, or L:mz sorry, Exhibit

I take 1t Exhlblt Four was ‘an. attachment to that letter, am




S10 7the other 1nterest owners on’ your September 22nd
o1l

“j-lé.l‘;'such as thlS was only sent out to Urlah..
1f15'j S e
.alét‘
e
g
R

20 |

21

V.v23‘
|

25

&oer_Lch,

I Correct?.
Qe
s ’vQ“

. A‘ "‘~ :

0

4~AThat belng the blllA

)iEXhlblt Four belng ——fW?"

,7N I belleve I sent that'-- well
‘fsent a copy of thlS w1th all three letters._::“
E hose letters belng September

and December 2nd.

Yes. 'foﬁ-f‘

1d the same type of deal go

17

I ouess.4;

YéS-', T

22nd, Octo-

out to all

1etter°:

" . interest to usg. -

.uii'g-

thY:MR

S ME. Haralson, now
‘operatlng

R ;-;Urlah

5:Aff7j;ﬂ;‘ Well there aren t any - other workrng,in—

terest;.owners{filﬂveryone has ~electedhto farm out. ' their

0. )

. ';

””Ifsee,x 'bill

“soithisjgill’only'gotﬁtf'a'

+

!’.%Af?egfji; Exactly...

' CROSS EXAMINATION

PEARC~-Q~"
B "/ixgz._jhl*; Just,‘ excuse ‘me just for clarlflcatlon,‘

1 notlce on the back of the model form'

‘agreement there 1s a more normal form.'of’ AFE;f

or Mr.'Cope, dia in- fact recelve a copy of that -

‘:-;fh ‘”,;:jf'Yes,,51r.
1gQQ§.’.yﬁ7 -- more detalled AFE° .

Ao §7. Yes,,slr,,they dld.,;'"

: iriThank;you,;51r,fg.7f

"3

R




'.wv'

12

B

4-.-«u,teléphone»but_WérE‘Unable to reach h1m° f'

16"
17 |

20

23

25

. BY-MR. CARR:

J”jgmeetingsﬁWith M. Cope’,‘” &

21°

“we'd .call Mr, Art Merrick.:

‘Art?Merrick:ﬁ

18 .

MR STOGNER I have no further

'}[ questlons of thlS w1tness at thls tlme..

I'm sorry, Mr,:Carr;
CROSS 'EXAMINATION

;'Q_;i‘ffﬁi;Mfr Haralson;>are“you aware: that.ﬁrr Cope
approached AMMEY durlng August of 1983 w1th a prospect of
development of thls acreage’ ;%' | | .

o hﬁf5£! 'iyi. Yes,_51r;i: ik

B S ffr” D1d you partiﬁiﬁate%;ﬁ“'ahy7gofj_thOSe

e "

CA "?f”%No, 51r. :

L N

_;;?Qf";<_._» And you attempted to contact Mr. Cope by |

A eves!

CARR I have nothlng fur—-

ther. o Tl T ‘”fnf ;f:“:ifpv

: M STOGNER:: ~ Okay, I have no.

'-;questiohsfoi this witness at thls tlme,fﬁffiﬁ~

'Qﬁre there any other gquestions

5pfiMr;JHaralsoh2731f not, he may be excused

e’fMR;} KELLAHIN Mr.” Examiner,
MRﬁfSTéGNEﬁr‘?I'm sorry?rl

'iTMR;;KﬁLLAQiN}VfWe”d_call Mr.

Lt
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14

15

.16
17 |

18

20 |

21

24

25

13 |

19 ] e

22

'ART'MERRICK;f?’”,
beingﬁ’called‘.es‘ a w1tness and belng duly sworn upon his
oath testlfled as follows, tOeWIt:

sl

** DIRECT ‘EXAMINATION

 BY MR. KELLAHIN: . - - . . . &7,

'?jéf%,yf . owMr. Merrick;. would youaplease‘state your
name and -océupation? .
' Al;';_“" _Ifm Art Merrlck. - I'm the Operations

Manager‘ for AMMEX Petroleum. ,,Lgm a petroleum engineer by

education.. -

“}f;Qf:i : 7'~Mrlf Merrlck would-you tell the Examlner
when and whereAyou got your degree 1n petroleum eng1neer1ng°
| Aiaﬁeﬂu R graduated ln l976 from the Un;ver51ty
of‘wyomfng;?:,j ' ' . .

e N

Q.. +. -And subsequent to your graduatlon where:

- have vou been employed as-a petroleum eng1neer°

f‘.A o 74: I've been employed w1th Northwest . Pipe-

llne Company 1n Farmlngton, New Mex1co, for one year.

-~

1 was. employed by Amerada Hess in varlous‘

.tapac1t1es ln West Texas and New Mex1co,. Oklahoma, for ap-

. 'L,prox1mately four years..
23 | '

I have been w1th AMMEX Petroleum for the

“last/two'years,.

Q o ~ ‘Pursuant "to your employment with AMMEX




s10”

S 1

V30
“.C‘ior Expendltureh whlch is: marked as Exhlblt Fourteen.
lé:”
o 'drlllrng~Melva;No. l in Eddy County, New Mex1co.

el S }

17

18

- 19

aj;zd‘
2.

| ‘f..zz |
B
'24f*;

25

13

..20..‘5

TPetroleum. Corporatlon have you made a. study of thelr - pros-

' pect 1n the Culebra Bluff South Bone Sprlngs Pool°..,

"B#JJQF“ vu‘:"j And pursuant to that study have - you pre-

"-:_pared certaln exh1b1ts° ‘f'}-

,Ahw'f} Yes, I have.a‘“”",

" MR... KELLAHIN We tender’ Mr.

]fMerrlck as. an expert petroleum englneer.“” <

-'MRl‘ STOGNER- He is.so quali-’

_Qy.*ﬂgglﬂf Mr. 'Merribkff’let me’direot”your atten-

e

tion) flrSt of all “to the 1temlzed estlmate of Authorlty :

Can you ldentlfy that for me°

"Lﬁfif::}lff Yes.,f ThlS piS‘ an - AFE I prepared for |

%iiQ:n,;:Q’“' What type of well dof Youq PrOpose “to
drill} Mr. Merrick?. - .l B ~

*~fﬁsgkfﬁ~* 37This sia Bone %prlnq == Bone Springs&

'”;test.fy It“ drllled to 8000 feet 1n Wthh we’ w1ll test the-

Bone Sprlngc and also the Delaware sectlon below 5500 foot

.

All rlght The Delaware sectlon is en—

. "

' Countered approx1mately where75*7f:ff¥ffjh"

_,fﬁ‘g?;;_p{» The Delaware is encountered at approx1—
mately 2400 foot 1n thls area.m The flrst shows 1n the area

of’ any magnltude have been in the order of 5500 to 8000 foot

,C)r. 6_200" fO'O._t-__'. SN 4.,-;“'.}:.
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13
14|

15

17
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24

25+

;the Culebra Bluff South Bone Sprlngs Pool

21

jé'tlgfff- tHas’ AMMFX Petroleum Corporatlon_ been

*.involyed7f'ngltﬁeA drllllng of any other Delaware _ors'Bone'

prlngs wells 1n the area°

XEL_A :h' ;~-'Yes:3‘ We drllled a Bone Sprlngs Delaware.'

S |- : . ; A
e :.test 1n»Sectlon 21 of the same townshlp as thlS well,-.and
6 . . T .
ﬁgjcompleted 1t just recently.
, Q. S How do. the costs on that well compare to.
8i;:'your‘Aestimated well” costs deplcted lQﬁ;VEXh}blt Number
9

Fourteéen?’

SN YRR f"They-ane”yirtually?thefsame, B
”Qf_'rf:.' 'In your oplnlon, Mr. 'MerriCK;f are the

costsﬁ reflected on the-estlmate,v Exhlblt Number'gfourteen

i:Ealr and reasonable for'the drllllng of thlS well’vj

HHA?yfii;;f_Yes, I thlnk so.,'

fofy§37;i'fLet me dlrect your attentlon to Exhlblt

"Numberg"Fifteen,TTWhich 1s the tabulatlon of productlon plat
716,_*-showing 'varlous wells 1n the area, and have you_(rdentlfyl

-that,one\forumetf',

‘fﬂ;?'fr ; ThlS 1s a tabulatlon of the productlon in

-

What I m show1ng are all of the wells in |

'-Zlﬁ;t'the pool I ve got the monthly productlon ‘in August on top

of the 11ne adacent to each well.-

On the other Slde of the slash 1s the gas

'f;productlon'lthat -month 1n MMCF and I ve also posted the
- comulatlve 011 productlon as of August of '83 on the bottom '

'of the llne
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1i

12 |

1 exactly sure Wthh date. - -
13 v _ :
14
15

16

17

18
{ pleted 1n 1981. p .

19
.20
21

22

T3 |

g

25

was also completed 1n 1981

22 77
QL -~ Let me direCt yourhattention to “SeCtion
27, whiCh is the sectlon 1mmed1ate1y to. the east of your'

Iocatidn,7 dnd have you 1dent1fy each of those wells spotted

“in 27 in chronologlcal order.. lee me the well that was

drrlled flrst

':A iji1f”,f The flrst well completed in’ the Bone

=Sprin§s'is”the‘Maddofoo. l ThlS is the one that has pro—

duced 545 barrels in August It ‘was the ——Tlt s in the east

V-half of " the northeast quarter.'

Ste) . 1 »All-rlqht, “Sir;f'approximately when' ws"

'”.that;wellfdrilledé

3 :Af' '};ﬂ Thls well .was completed in. 1981. l‘m not

‘:_Q_ o /wlth;nf£55t sectiohpthatfs_the First Bone
Sprinés.well}‘-:xA‘ | “ o o |
fﬁ'Q;" 5 .What s the second)Bone Sprlngs well’>
',.A:?f:v?' The well just dlrectly to the northwest

of it} w1th 571 barrels productlon, and th;sswas also_comf

;.Q31 _ iéw And who 15 the'operator for that"
fﬂhfif_.e;; Maddox rnergy.l .“ |
’;Q':h;liEZIOkay, agaln Maddox,jh

| ‘h;pWhat s the»third°'?u

A o " ~ The. thlrd well is" southwest -- southwest

'of.the No._hl. . It s got productlon of 674 barrels and this




'lld
‘1

3 ‘_ ‘,_-
15 N”
Jﬁ"l;i};u’
| | |

‘18 ,;jpleted 1n January of '82.-

19

2. |
. "-a s1gn1f1cant1y 1ower cum. .. ThlS well was completed in late

25

" one ‘with 3062

21 |

)

XS

o S And,who'sfthefoperator,of thathell?

Agaln itrg: Maddox Energy.i -
.0 ”fi>’ What s the fourth well dr:Llled'>
A

The fourth well 1s the one w1th 96 bar-

rels;il.it_ 1n the very southeast quarter quarter of - the

Vbsegtioh, agaln drllled by Maddox Energy. :.

S Q: Jl'fti All rlght,'51r, and then the flfth well?

B W f; - The flfth well. completed was the’ Madd°x~i

Fnergy“No; -6 Thls well has 306 barrels produced 1n August

iﬁflﬁ?f-

and it's. in the southwest quarter of Sectlon 27

:Qfﬁ ﬁ7j'ﬁuWhlch one.ls that:oneli now? 'Is-that the
WTA_:xi_flr'That S rlght
Qi"?lffiﬁAll rlght, that s the flfth one°~';'

o Uh=fuhs -

o

'”And whlch 1s the 51xth well drllled°

“The 51xth well was the No. 5 Maddox Ener—

v;> R Rt

gy well 'At got 811 barrels 1n August and 1t -was -com-

~

*_Qﬁr"iv o 11 rlght, that 1eaves the seventh and

.'_1aSt'Well?- Whlch one’'s that one? Aﬁ:5'

ZZA SR ThlS is the well .Flyer.ﬁo;.l;;drilled by

Glenn Cope,yand whlch exhlblts zero productlon 1n August and. |

'1Q; ?iﬁﬁfi Okay.f SoiWithinfsection?27ﬁthe‘last well

,fiof those 51x or seven wells drllled Cope drllled 1t
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11

12

.13

14
15
16

17

18 -

19

20

21
22
23 |

24 |

25

a7 _fl‘hat.'s right.':" e o n
_'Qi,;f;;_ ]All”ridht.' Tell me about your locatlon,
Mr. - Merrlck. You have spotted a locatlon 1n the southeast.
corner of 28..:' | : | L
| Alj ,;} The southeast corner has‘the Melva No. 1

and this, well 1s offsettlng some of the productlon ftO'lthe

' southeast and has no productlon on the adjacent 51de.f‘ In.

“

'fact two wells were tested 1n the Bone Sprlngs,~one in. Sec- f

'ﬂtlon 33 and ohe in" Gectlon 32, both of them dry.,

‘*”;ng ”Q'Q”;'”' All rlght the dry hole symbols in 33 and

32"were Bone Sprlngs attempts by ife.do_you, remember__the ‘

operator?

r A‘l]“qdl, The one in Sectlon 33 was, ‘I believe, Co- |

'qulna, Sectlon 32 ‘it was Amoco.

Q e Mr. Merrlck do you have an- oplnlon as to

'the -risk 1nvolved by your company 1n the drllllng f;fthe,

t‘Well as proposed'>

B A 17:1f;lln_'my oplnlon ‘there: is 4 great deal of
risk. 1n v1rtually any Bone Sprlngs test.,‘ ‘The productlon in

the _fleld bears thlS out in that we- have hlghllghted wells

. with 1ow cums and low rates that would exhlblt a very poor'

-

;ichance of paylng out ' l~yf 'b*f:gQ‘-ivf _.:s';:ifrf
.l} Q . How haveAyou hlghllghted those wells, Mr..
A{_A u;hrﬁﬁfthhorande dots:ff:
AaQ_ si_ | And agaln what 1s>your representatlon of:

;7the wells w1th the yellow dots, the orange dots°kf




10 -
o *11_ 'Win ‘a. poollng case the max1mum penalty that can be -assessed
12

13

'Ha 15
'16:f4%”

17

. 1?hugftton” w1th1n the establlshed fleldjto the rlght and the_Aunr
- 20 N R
u [
.”22
3

24

25

14 ;Afhave an oplnlon as to what percentage you would recommend be o

'18f _lrecommendation? *pf

?thls arearxff"

.25
J'A7,?-e.l 4Theseiare3the'onesvthat appear'that have

very; 11ttle chance of paylng out’ 1n a. reasonable amount of

time. They ve both got low productlonaand a 1ow cum.’

o) 5;557;:. Can' you relate your oplnlon as to what

_you characterlze as a 81gn1f1can rlsk to a percentage number

1n terms of the New Mex1co statutory penalty factor’ '

. "r» P

.A t ”ﬁi? I m not sure T understand <exa¢tlY-;wHat;

your questlon 1s.

‘5rj'Q‘;{a?' Let me ask 1t agaln.

”.Theh statute 1n New Mex1co prov1des that

‘fls to allow the operator to recover the cost of hlS well “two -

.. more tlmesr It s a 200 percent max1mum number. -

'@f.In'brelatlonA to that percentage do youu

!assessed agalnst Mr. Cope’>

mA f~“4?f I would recommend the max1mum.

lQ” e ZAJl.rlght,gwhatgare your reasons“for that

s

' Ai?”&I‘f' Prlmarlly the relatlvely,;:spotty produc—

~pred1ctab11lty of Bone Sprlngs 1ncthe - throughout the ?;.f

"fo_,;" : Is 1t a falr characterlzatlon, Mr. Mer—f

~'rick7 that an operator can’ dr111 an_economlc well and 1n an

',...

&'area of very close prox1m1ty to. that economlc well the same

'*operator ‘or. another operator can drlll a well that s




10

7 T
- for the 011, a net revenue of 75. ThlS amount lelded 1nto
12 ’

B

14

25

26
" ‘uneconomic?
‘.éfl.ii_ lYes, ' I thlnk we have equal chance ~ of ‘|

'*drllllng an economlc or noneconomlc wells.w

There 1s very llttle 1n completlon to one.
-- one’ compnay hav1ng better success than another.

_fQﬂl:i}T{ _ All rlght, s1r,ﬁ let s turn to- Exhibit‘

'«NumberiSiXteen; then, and have you 1dent1fy that for me.,

?4A“g;@{.“‘ ThlS 1s a very 51mple calculatlon using

- EN
I

'our AFE costs to determlne the number of barrels required,

“for payout.;_f‘”"a

. Thls- is’ u51ng a $30 OO per barrel pricef

our AFE costs of 5121 OOO glves us. 23 500 23 156 barrels.

Thls.,would be 1n my oplnlon the:- lowest

. iamount of orl'that we could recover and pay out thlS well
.v;his 4VI need to‘stress also that me d have to do thls 1n a- certaln
“1?i16?jﬁhtlme,@certalnlyjf; e A

4 173 /iihQ.li?i{tif}Whatfsﬁ the estlmate‘of the approkimate

R length ot tlme'that your company feels comfortable with re;

19 .ycovery>of 1nvestments° tm;~ o | | |

20°J“ . | 'Affhdf?:é We: feel reasonablv comfortable w1th a: two
: >.yea}ﬂ§a§5utﬁp"'“‘ - _f,’J;i},-F:'”fﬂf7;fﬁnji

21 4 R S S . :

PR .Q;%_ﬂ;yﬁ: All rlght 'sir, let s ‘go: to Exhlblt Num—.
' 22V4' bermseventeenthr:.Merrlck and have you 1dent1fj that.v;;
»23h: ‘ A " ~§1; :r" Thls 1s "a map of the area.” On 1t we have
.24 . hlghllghted the Melva No.= l w1th a plnk trlangle.,.~We alsou

’ have a llne through the Coqulna No.-l Well ln Sectlon 8 or




IR R

| 41,2;'
TR |
,zv_ ;ffchange, ?the relatlvely short span covered o Also T am -
_}?ﬁ'r.have 1nd1cated the perforatlons,. Wthh are marked in red on‘
16

'y
'191,
0

27

“"2,2. N

tyf;g;:attemptlng to show that there s very 11tt1e really meanlngv

23 “{Aful correlatlon from one. well to the next |

24

.25

'LPardue Farms No.
. tion, then. -

',crossfseCtion"for7us? '

PR

I m sorry, bectlon 28, w1th an "A" we are show1ng a: 11ne for

B .4’ .

' a' cross sectlon from thlS Coqulna Well to the Maddox Energy'

“5, then to the Pardue Farms No.,3.;:

V:QQj‘ E '1 All rlght,' let s. look at the Cross . sec-"|

©IUALL righE,”-sir, . would you identify the

A w;ﬁfﬁyu ThlS cross"sectlon 15 hung on a datum of

"—2100.f_ e i' show1ng the top of the Bone Sprlngs going

down dlp to the east and then I am attemptlng to correlate_;

several zones w1th1n the Bone Sprlngs.w These zones at ap-

w:

”Jprox1mately 6500 foot, another one at 6650, andjanother,zone

”{at approx1mately 6830

‘i!mT trylng toﬂshowfhow the. thlcknesses

~,tthe Maddox No.-S and the Maddox No._3 Wells,iand hlghllghted_

£17 'por051ty strlngers. Q5 'J

oI my oplnlon these strlngers are Trela-

“:ftlvely 1nconsrstent. The 1arge number of perforatlons 1nd1-'

7

. cate to ‘me that 1t 5 == very llttle 1s actually known "of _f

:.:b]ust what type of por051ty we are 1ook1ng at.

These wells also requlre frac1ng and I'm

:Does an ana1y51s of the geologlc 1nforma-'

e

'V?tlon, partlcularly the cross sectlon, help you understand or'”*A'
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11
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14 |
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R
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18 |
19
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21

22

23

24

25 [

,explaln how you can have an economlc well and in very close

‘prox1m1ty tor that well have a well that s not econom1c°“

;;jbhihf'g Yes; The change, the radlcal changes in

~formatlon across the short span- would certalnly account for.

'thlsg‘f

Also, - there's ’ somé7 indication from

'production and from these logs both, that thlS may ~be a

‘fractured reserv01r to begln.vi ThlS would contrlbute 1ncon—

51stency across the fleld in productlon._l"
TJQ; - All rlght, 51r, let me dlrect your atten-

tion to Ethblt Number Nlneteen and have you 1dent1fy that

'éArlus,
l*'A{s.:lr | Thls is" a-mud log that was run on the Co-
quina‘Well iniéectlonuZS; " Thls mud log. shows several zones
?1of;'particular*interest;i_ We have.a zone fromyapprox1mately

'f5800 to 6180 w1th numerous shows.‘ These,vln'my,opinion, are

all Vabove,theABone Sprlngs, and I would call them . Brushy
Canyon. |

‘Wlthout these shows we probably would not|

'have con51dered the prosoect.

There are also some smaller shows‘—-
Qf‘ f;:. 1 dldn £ understand that ' Mr;.:Merrick

You say you wouldn t con51der the prospect w1thout the 1nd1—'

”catlons on” the mud log of pos51b1e shows in somethlng otherf

than the Bone Sprlngs, 1s‘that_whatvyou_re saylng?

A?ﬂAiQ . Yes, sir. We'feel that to~justify‘our

drilling'the;well we need a baCR'up lntcase_the'éone Springs




11fj: L
S| rreums -
S5 V20 B
13
14

15
n|

- ““belhq'gghibit“Number Nineteen? ,

23

25

‘assume?-

- my examination::of Mr. Merrick.

18

ree

:fidoes not produce as the offsets would have 1t :f;ﬁ‘J

2;13l¥Q . 'fﬁﬁ}f Do. any . of the wells “in the area prOduoe.

vfrom“thefDelaware?

"nyoL~sirl; The closest Delaware productlon

.1s the AMMEX Klm No. l in Sectlon 21, th;s townshlpggf."

S . . EARI A

3*Q7“Ff7?'~ ALl rlqht,r 51r. "~ Were: Exhibits Fourteenyl‘

u;ﬁithrough Nlneteen prepared by you,( eXcept‘for theﬁhud log,

‘obv1ously, that ‘wasn t prepared under your dlrec1ton ‘and_

,fsuperv;s;oh.- You obtalned'that from some logglng serv1ce, I.]

.t Yes, vl'obtalhed'this'from‘Beloo‘,Petro-

'E:Q-“*'. “A1Y rlght,( sir;i. In your opinioh, Mrﬁ

3.

:Merrlck :w1ll approval of AMMEX s appllcatlon be in the bestv,'
flnterests of conservatlon,_ the preventlon of waste, and the

- protectlon of correlatlve rlghts'>

'V A::”{?;j Yes,‘lt would. ,;:wﬁf
ME. " KELLAHIN: ° That concludes

'fWe~'move ~ the ﬂihtroduetionv of

.AMMEX Petroleum Corporatlon ‘s Exhlblts.”fﬂ

'dvFEMRG" STOGNER-;A The last one

-

",vMR, KFLLAHIN Yes, sir, I be-:

'.lleve we ve got One through Thlrteen already, Sally? ‘This-

e24yve’would be Fourteen through Nlneteen.a h;ﬂ

‘r',r .

MR STOGNER Okay, Exhibits -
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|
.a '12’
‘13V

14

15

16 | . .

1 . proxlmately.
7|
18
20 |- ‘ N
271 | problems,hor anythlng of that nature Ain terms of making a
2 |-
23
24

25

warea?’

30

',Fourteen through Nlneteen w111 be admltted 1nto ev1dencea

‘ Your w1tness, Mr. Carr.

CROSS . EXAMINATION -

" 'BY. MR. CARR: -

';,fQ »eiais_ Mr. Merrlck,, how 1mportant is structure

in--getting_ a successful well in the Borie Sprlngs 'in this

[ VR feel it's got very 11ttle to "do  with

it. The structure is runnlng contrary to the productlon “in

_the;fleld.'

' an.fniv Would you explaln that’

ifAl:.“g . Th e structure is g01ng down dlp as we

"fmove eaSt also the trend 1n the fleld is moving- down dip.

'-vff' 1t was structurally controlled, I

would~ xpect the productlon to be runnlng north/south ap-

o x}_f_:.Do thei contours . run ‘generally in .a
north/south dlrectlon°;lfhi”
"A,.a-EA Generally.-Q”ﬁ |

QT ‘ You' re' not concerned about any water

successful well in the Bone Spr1ngs°

A L2 T Noy, .‘ noit.vre-al.ly.. There --.I imagine.it

_wifl]producev§Ome:Water,~but I dOn}t7thinK it will be signi-:

ficant. "~

f.Q.“;ff ~ The 1astfexhibitfyou'offered was a mud




~”10f~"
i |
is,“
'fi4i ;_,'
-;ﬁjs.nlghas been perforated in the Culebra Bluff.
w;i63 |
RN
;18"

19 |

.20

21
22

24

'_»25f

"interﬁi‘dfn26beeet on- the mud log°

log on. the Belco Cavaller Well, Ijbe;ieyé.f;”§'7

‘fA.‘ﬁff‘ Uh huh. '”l¥ﬁ;;;gf;hj“

'ij;:"i N From that 1og how thlck a pay sectlon ap-.

- peared 1n the Bone Spr1ngs° Could you estlmate that for me? -

EA; ;wf - Therej iSj a gas 1ncrease the ‘Bone |

Springs,hwhlch would be approx1mate1y 200 feet. ]

:t.So‘ yaq;dééé,na potentlally productlve

W'[:hf }”* 5"Yes,ﬂlt 'S, Dotentlal
‘Q.}f;f: g Now you have ——f;y;;

P"hJA;h:"’a 'Oh, I should also mentlon, ‘therefia‘anf

other ?show}etd7i60}',whlch 1s probably more_Qa ,significant

“show. -~ LT ,"Tl;'lfn.fl’, o

'Ti_Q."‘ﬁffg' And is. that also 1n the Bone Sprlngs?

“Ayhifj lr Yes, 1t 1s, however I don t know 1f it |-

?ejAQ:ti'}f E And from that log can’ you make an esti-

.mate as to how many feet are 1ncluded 1n that’i L

t;*A 3'?§H.‘ It s approx1mately 20 foot
4'"Qv114;:i "Twenty feet° | :
';Afii;;'lé‘Uh huh.;_f"
‘.:Q:g?}}”“:hNow,_ you are ;150,'1 belleve vour testl—

mony was that the Delaware also is-.a potentlally productlve

'zone.fn

VA Yes', 31r,....

ﬂQl“f'fff‘ And 1f you re unsuccessful in- the Bone

vSprlngs that that mlght save the well’ Is that the waya 1t

X -




co2 |

el
"17['niof'the Melva at $15 OO a foot°
i |
EETH
..20’
Do |
A.22?5f“- E
»farmland and thlS seems to be the g01ng rate.

23

u

.25

:_Delaware 1n thls area.

'E’Delaware wells in the area° .'

B 132'

’1_'was characterlzed°-:’~

s1 m. not - that 1s a zone that also could

contrlbute productlon°
‘f71f;f;v‘; Yes,<we have been very actlve 1n pursulng
: _@Qlfbf;f:' Dld you say whether or not there ‘were |

o

fAffﬁ”' The- only one 1s in Sectlon 21 ‘of this

»ﬁ tOWDShlp,AWthh 1s, what, about a mlle - we 're about ‘a mile

10 |

,_and a half or a mlle and three quarters from the one.4

'.f'b‘“r7f2; :tlf; I look at your Exhlblt Number Fourji

teen,

‘”Which is the AFE, 1t appears to sme - you 'VYe got  a

: ijj“. drllllng rate “in there of $15 OO a’foot.”‘,Is that your cur- | .
."'ff'frent drllllng rate’ R
14 LT

'-”uAffi"iffl Yes. The Klm No. liwe{drilled,for, I be-"|
lleve 1t was 315 07 a- foot.-_" L

e ftﬁgfsf* Do you have a contract for the - drilling

o

A fi‘;; fNo,.we have not gone for a contract.

R

Q?’,f~ﬁnw You ve also go an $l8 000 flgure in there

P
© :

'ﬁfor surface damage.? Have you reached any klnd of an - agree—'

'ment on surface damages at thlS t1me°.gA

.Aiﬁﬁ;ﬁff "~ No. Agaln,v the ‘area is _predominantly

ffigﬁb_;g'V ~f Now,_ you 're ba51ng your request for Cal

rlsk factor on productlon data from wells offsettlng thls to f

fthe east, 1f I understand your Lestlmony.




Qibd.»u -
'Fhljf

‘iZ.T:” - _ o
_’lff131983.r fI belleve the hlghest productlon rate for a 51ngle
‘13.l{ﬁmonth was in the order of 570 barrels._f':
“ 14 o
;15i”hQSectins ‘32 and 33 ;lwhat data have you examlned on each f Jh
16A'?_‘-these wells° |
17 o |
18 |

19 |

.22,

23 |

,ﬁ,pecially "n the early months, - was qulte erratic on most

,.24

25

';nﬁiiinf‘,A.>”Aﬁf‘ ers.

}n}greported no productlon.'ﬁfff

the PI. |

20

0 |- L
B culate reserves well by well or - ‘on any well in the area’

'up with- an adequate number.

Y

'”ﬁTQ?‘:» thThat s -one of the factors.
fani;f'“;l ~Yes;

':Q E 'tf;*ﬂI d llke to dlrect your attentlon to Mr.

"fCope's well in Sectlon 27 that you ShOW~—- for whlch you 're

- .

Upon what dld you base that°

’fiAf“_' ‘d ThlS was’ from what was reported in‘ the

J;New Mex1co Englneerlng Commlttee publlcatlon for August

.f;;Qofi.J?r Do you have any flgures at all that show

any productLon from the well whatsoever?"‘

n;fAi. , | Yes. ;;He produced for several months cdny

'Q, ,,-l"' Now when you talk about the dry holes in

n”f.A": . _i,AllﬁI"haverseenﬂ;sfthe.scoututiCkets from |
o .Q'~'th 'vYou;havén(t”seenhany‘logs-on'the wells?
CA LY T o, sir:.‘.;__.

Have you done -= made any effort to -cail-

Afviaﬁﬁ‘ 'No,_ I started to and the productlon, es-

»‘welis, and from that I dldn t feel 11ke I could rcally come ;1




L

12

c15 |
B - the Bone Sprlngs in Sectlon 21. It was a gas well . Because

. 16

“19'vf;33 of EXhlblt Flfteen, the Amoco and the Coqulna wells that

20

l22

2|

s

23 |

o - }"jr? What pool are we talklng —-= what -éouth\dl

Culebra Bluff Pool ._1s that the pool we’ re‘ talklng- about -

-here?.

_,:ertl‘lgyt‘Hayeftheregbeenkanyfdry holeshdrilled.in‘
that pool;to'datef; | . :: P |
L A ‘Lflfiy,hot toimyéknowledgeéi‘ .
S | | :MR'”ZCARR; evr have rio further

BT

questions. - vv:.o.. o R

‘. . CROSS EXAMINATION

BYMR:. STOGNER:

o Merrlck,' does AMMEX have any - Bone

LSprlngs wells presently w1th1n your map on Exh1b1t Flfteen°

ﬁ}”A R _TwNo, we - don t. Wevtested the Klm No, 1 in

”{jof‘ the, plpellne problems rlght now. we plugged with a- cast

f.lron brldge plug and completed in the. Delaware.‘
c 18 1 '

Q~-ﬂ“:f? Two wells,y one in Sectlon 32 and Sectlon

were Bone Sprlngs dry, when were those drllled and when were

:they plugged back or, dry and abandoned°

A ;1 y;;i I m not sure on those dates.
Q ,3'f_ ' ‘bo “you know why that seventh well in Sec-
tlon 27 was zero, productlon 1n August°

A 'l’:“}fﬂNef Idon't. o ..

,:’u,' Q . i j;;’Xourmorange'dobs'invvour Exhibit Number




10

- 14

";515

16 -"‘,. -

17

19 p};"Certalnly the lack of 011 shows Ain’ that sectlon 1s —=— cuts

20

21}

23
24

25

'athroughout 1he fleld..

. Springs? S

Edown on the attractlveness of thle,
‘Condemnglt.
22 S ]
~fExh1b1t Number Elghteen, what zone 1s that well présently

"j{produc1ng°

'181xteen, you referred to a pay out tlme of tw0 years.' Does
that hold true w1th your wells that you marked w1th the gold

fdots on EXthlt Flfteen?

f

":fﬂa;j;xi’ I belleve 1t w111.,_ All of these are 10

'ggbarrels or less.‘A Some of them have certalnly reached thelr

*:economlc' 1lmlt;u ThlS was done on- strlctly a- v1sual glance

o

I would 1mag1ne approx1mately lSO barrels

: per month would be economlc.'

Most of these are below 150 barrels.
”17Q,f t'jfl s d llke to elaborate on your answer ‘to..

Carr s questlon about Exhlblt Number Nlneteen. . You sald‘

-

'there ‘was approx1mately 200 foot of gas pay ‘ hﬂthem Bone |

Couldsfyou:elaborate;a;littleifurther:’oh‘_,
. Y“Ag‘?ﬁf;d All that thls mud log 1nd1cates ls a gas
show;on the gas chromatograph f Thatvls--— really does'hnot]

1nd1cate anythlng other than the presence of hydrocarbons._-a

‘owever, it does not|

.;Q*fff_fjf The Coqu1na Oll Cavaller NoO. lfmarked on|

PR

fA*'7f55i"'In thécMorrow.jf"

‘M,Q;~:5f,f{fln theLMorrow?"‘hndythat'is the samefwell :




-

11| ,
"‘IZ_J_'our lunch recess and we w111 meet back here about 1 30.
13 |
14|
"16-;:Acome to order and we ll contlnue w1th Case Number 8048.'
17 |
18-;ﬂ'caileIehn-éobé;ff}“

a9 |-

.20

2| _
a;”jfuloath ‘testified as follows,
22 oo . .
23

24 By MR. CARRs.

'ﬂ.teen, is that correct°

- excused.

*?that you have mud log 1nformatlon on ‘on Exhlblt Number Nine-

rA;f' 7f That s rlght'?'

”~?M§,§5TOGNFR - I_havé no . further | |

"' questions of_Mranerriok‘at‘thisﬂtlme.

gAréfthere anv further questlons,ﬂ'“

of;thisfwithess?n'
el o0 MR.OKELLAHIN: .No, Siri

- MR. STOGNER: *If not,.he may be-

'We rev g01ng to take about -

(Thereupon the noon.recess: was taken.)

MR STOGNER._ ThlS hearlng w111;.

.L}GARR}mf.“ thlS tlmej Ifd

GLENN COPE,

B

belng called‘vasi a w1tness and belng duly sworn - upon ‘his -

o~

-7

“to‘w1t-»"‘-\

" DIRECT EXAMINATION [« i

Lo ‘ﬁtbitiWould:you;stateZyoufffuiliname'ahd"place




1

2|
13

.-;14 -

18|
20.:

21

. 24.:

25

" record? =

16

17 |

37

- .of residence? . .

I

'T.Aﬂa}4{f{T?Myﬂname isoGIeanQope;and I live in ‘Mid-

'h'~‘1andt";': '

]:Q.ﬁ:f:h:'-Mr. Cope,'by whom are you employed°

"“dﬁ;dyA ;jfjf 2I'm self employed

ls=fQ¥{.{‘w ' Arei you famlllar w1th the' appliCation

ithat was flled 1n your behalf in the case by AMMEX° '

"f TA:"i‘nw Yes, T am.h’

tfoUf,.fTT“ Have you prev1ously testlfled before this

N

‘-Comm1551on or one of 1ts examlners and had --= and been. qual-

10 |

o lfled»and_hadgyour credentlals accepted and “made: a matter;of

A S Yes, B have.;§"‘
~’Q.ffj*?ii And how were you quallfled at that tlme°

’TAs a petroleum englneer.

o

~onu re: famlllar w1th the subject area"

. Yes, I,amg, SR

RS CARR:  Aré . the witness'

"qﬁalifrcationsgacceptable?‘;

Sl '"5_‘-?h_ 7 MR. STOGNER. They are..’

. Q‘ﬁwz  Mr Cope, when dld you flrst become in-

- ﬁA‘ ﬁf}f{f 'Back in the sprlng of 1983, March“‘or

’}.'Aprll T worked up a drllllng prospect to drlll a we11'¥inf )

'23' é,ﬁhé. southeast of the southeast of Sectlon 28 a and I nego—

tlated ra farmout from Belco and ultlmately I negotlated to

purchase Kalser Franc1s 1nterest 1n the lease to 17 percent




.lor

11

2|, T :

R vf.;»lnterested 1n g01ng w1th you on that°
13 | ,

14

.15

16

1
18
20 |
B3t
)
,5f23¢.

*U?the‘ acreage that Kalser Franc1s had prev1ously controlled,
24 |

25

38 -

‘ijj?ﬂ}Vy' When dld.youitlrstvcontact'AMMEX about
e thié;P?ospect?‘f& . T |
| EV;A:‘ r! On about August the lst, 1983, I con-
‘“..tacted AMMEX to show them thlS prospect ‘ 4
| | ‘”_.Q;‘”ftfpl~And what happened then°
ﬂ:Avf._irl I got an app01ntment w1th Art Merrick and .

ywent out to AMMEX s offlce and showed hlm my drllllng pros-

pect.
o Q',; :‘. - Were you ever'able to reach any kind of
agreement Wlth AMMEX based . on your prospect'>
v .A]f.if"j“wo, I was not. '

"Q _7 ,'An, When were you adv1sed that they were not-

A ~f§ﬂ' 1 called Mr . MerrLCk-back_and asked him

if :they fhad reached a dec151on on the prospect. He had

g seemed 1nterested in 1t and had told me. that they were in-

1

terested 1n that area.

And ‘he told me ..thatf theyjAwere 'not

‘ 1nterested irn pursulng the prospect w1th us.

-Q '5, What happened to the farmout from Belco°
A i “fl.'.i;-ﬂas' you saw the date on that 1etter
agreement from Kalser Franc1s,* it was dated July the 28th,

1983 and mv farmout from Belco was only to the 8th and 15th-

. of '835' and when I contacted Belco and told them that I had

~theyg told me that probably there would be no dlfflculty in’

getting an exten51on to my farmout.from them.




:y'iﬂ
e
i2h d"agreement has already been submltted as ev1dence,, where' L’
.1.hi3h,;
14:5
~15
v516 ft
7
T1§;:*
- | 19 "
20,

21

23

24|

251

" tb. you?

22 |

f39
'Q'_h.t And were. you able to get that exten51on°

- A: B t.Ndlg When I went Aan: to get the exten51on,

f,;they told me. that they had been approached by AMMEX and that

'7they were g01ng to farm thlS out to AMMEX.

n Q- R When dld you flrst contact Kaiser4Fran—

. cis?

A’ hn:;. It was 1n Aprll of 1983

'thzi ﬂ" ~And you eventually acqulred a -farmOnt-'

’from them or an a551gnment from them°

A -:5'3*QN0,§'I never could negotlate a_ farmout

.:frOm thémlg. I dld flnally reach an agreement whlch a letter |

.4‘_

purchased that 1nterest you know,‘ln the 188 acre tracts.

. Q~f~rf_ _ When was - dld they as51gn the ylnterest

A.4-“ﬁ;i-_No, we -- 1 gotya letter agreément frOm

”them and 1t s dated July the 28th . but I‘did‘not receiye my

a551gnment from Kalser Franc1s untll approx1mate1y a week
ago; |
N Qﬁ_l*iiff.]And is’thatfasedénmenthwhatf has been
markediasaCope:E;hihit Number One'intth;eﬁcaee?

' Q:j ?;‘. ~To whom was thlS rnterest a551gned° :

A :;C’A This 1nterest was a851gned to my daugh-

téf, Chrlsty Lee Cope.‘,

t.Q~ . ‘- And- why was that°

) Ajzﬂt[ ) Well,"vthls-wae a‘veryllow,risk prospect,
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11

1

13

141
15
R

|

‘18

EETHE

20

.21

3

- 24

25 | .

-40

somethlng that there would: be Very llttle rlsk 1n.~

.‘Q . © pig- that affect your de0151on as to whom )
the ass1gnment should be made’ B
'a A ;' ;gYes{ it d1d

aQH_ e ﬁow/' Mr;? Cope, I'a 11ke you to refer to

.' what has been marked as. Cope Exhlblt Number Two, ldentlfy

thls,'and expla;n what 1t shows.‘ That s a»contour'map.

A '_' This is a contour map or a structure map |-

on’ topA of the Bone Sprlngs pay zone in the - South Culebra

Bluff Fleld jUSt show1ng the structure.» The maln thlng

that 1t shows is that you re comlnq up structure to: the west

-

and:ft,"'.
| Q- .4"This7shows-theﬁotrsetting weiLs?
"A;:~ _t»r‘Yes,blt does.;ﬁ,n.' B
) Q'”:i-?fﬂ 'Does 1t also show the locatlon,,of the

produc1ng wells in Sectlon 279 I

E A_" - _ It shows the produc1ng wells in Section

,27 and AMMEX s proposed locatlon 1n the southeast. of the

southeast of 28.,Qf

"Q-'f- " Does. it also show Belco s locat1on in 28?2
~»A‘:'._32 Yes, it. does.,lyv
o v 1'd. llke to dlrect your attentlon tohthe

'well that you operate 1n Sectlon 27 = the well for whlchVMr;
ErMerrlck reported no productlon,l showed néd’ productlon on his
'“plat, and ask you to 1dent1fy that well and explaln the

produc1ng status of that well

: 'Ain':" : That well is, the Urlah Flyer No. 1, and
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14

15
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d:18ff
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2l_yi:::l. R B
| BelcoxCava;rerLfaren't ygu?
23 .
|

25tf_ and 1dent1fy the we11°

- 41

-~

;;‘,wef drllled that well in January of 1983 and completedA it,,

'7”and 1 don t know why 1t showed no productlon for August. th

- -

1‘produced durlng that month

' Q:?':f” And at what rates 1s that well —- at what

”frate 1s that well produ01ng°

4m; 'Aéy o It s about lO to 12 barrels a day.
Q“‘h:t; . And is 1t produc1ng at thlS time?’
.A~:.rf;”J,Yes, it ls;“b“y”” . i
,Qa%“:fiuf Would you now refer to Exhibit':Number
Three,“vwhlth ‘1s the electrlc log,ﬁaand rev1ew this.for Mr.
Stogner’ i | » | ’ |
‘ .'fAf.fg:f. anhef electrlc is a dualaterodlog and ia;
mlcrolatero 1ogurun on the Beico Cavaller NG.. " l;t That well
was drllled by Coqulna 011 Company and completed by Belco.z
. & : And o o - a S
Q- ; Where is- that well located°
‘tAfiy-;'ic.That well 1s 1ocated in the northwest 'of
the southeaat quarter. - o A.._ '. |
'ﬁf §3 :y?'Tb_The northwest of'the southeast”
| Af :.'f_,gnght;.-n | } . ‘
Yot 6f section 277

A Of seétiéﬁ 28;ﬁ:'YoU'are'referring to the

Qlf4f{ﬂib All right' I'm asklng you to 1dent1fy‘
théﬁ5weli'j the locatlon of the well that YOU re -= the ldg‘

that you re now testlfylng to. Would yougrefer to-that log
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16f‘ :th gas lek shown at- 7845.1A They .showed an excellentv-i‘~
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' A«iﬁgf - Okay{ The gas well shown on’ the struc—

ture map iR Sectlon 28 was drllled by Coqulna Oll Company as

the Cavaller No. .l} and Belco took over the well at total

'. depth and completed it. -

r.

“{ﬁASO it{s-rshown;onﬂthjS¢structure;map as
the Belco Cavaller Well
'AQ"‘““vﬂm What does thls 1og show°

A -h”‘»}.; Well the mlcrolatero log on thlS well

-SHOW§ a very good zone at 7840 a 20 foot zone 1n what is
.called the Lower Bone Sprlngs. 577V:”

.11-;=al“w

. j;Q L Wlll you now refer to your Exhlblt Number

Four and explaln that°'

v

, hfﬁﬂy_f; - our Exhlblt Number Four is the same” ;mud
1og that Mru; Merrlck presented 1n thls testlmony,.;and the

consequence of thlS sample log 1s the sample descrlptlon and

.

drllllng break from 7848 o 7866 and an excellent gas lek p_"

. you know, as a; gas show._f
'18of”“ : , L

The sample descrlptlon descrlbes the zone.

as belng a productlve zone.jﬁgﬁ-;ﬁ _‘.' fm;:. 5_>3ﬂ=

‘Q-Vf;ﬁn And how many — how tthk 1s that zone° -

\ ;Arf T 20 feet: thlck

'7hQ.;~¢?_-j[ Are. there any other zones that 'e::def_.

: picted ‘on that ]og whlch look llke they re capable of com-'.

merc1al productlon'> ‘ '_ﬂ{{.f°‘7{;?3;;:2]
B 0. Well, Tlomly have a section of that mud

U

floq}’:MriJMerricsz.mud‘longthe{DelawareVappears‘to‘be pro- |
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lli
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: 1‘3.2.
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|

17

':‘ 18
19 L
ey

S

zi;ﬂ'}Tierhﬁo;ﬁ 1 Well, and based upon log analy51s, it~ shows that

;23

,z4if.

-23.

© ‘area. -

"‘the proposed 1ocatlon7

"ductiveéin that~wéll and the Bone Sprlngs 1tself 1s a blg, )
‘. ma551ve zone, about 1700 feet thlck, and it! S been: perfor—
‘;hated from Lop to bottom, and 1t S, more of a blanket type .

ﬁﬁfOrmatlon, yOU’ know,' throughout that South Culebra Bluff

PSR

el ﬁHow thioh'aﬁzoneiisfit° S

”*?“'Af;j“7_~ Well the gross 1nterval £from top t0- bot-<f

fﬁatom 1s approx1mate1y 1700 feet thlck

‘i-fo:' 'fQ'ifDo you belleve 1t s p0551b1e to.. ‘obtain

iiproductlon throughout that 1nterval° -2Q°‘

'A;;'Q g.A Yes, on.Mr. Merrlck s cross sectlon " he

thhowed perforatlons 1n those wells and some of - them are per—

Afforated in the mlddle of the Bone Sprlngs,. some of them .are

perforated ln the upper part of 1t and apparently the best

_well 1n the fleld 1s that 27 =5, Wthh 1s 27 in the northwest

of the southwest, and ——fftf*f

”‘:Qldlﬂw That 1mmed1ately offsets to the northeast »

=Hf§;Aﬁi7 | nghtr it does'"

*ifﬂofT*f," Would you -— how would you evaluate the |

“potentlal 'forf'a successful Bone Sprlngs completlon in the

fBelco Cavaller No. 1 Well°f"'

'ﬂA?ff ! ' Well we have the logs ‘on the Belco Cava—

the Bone Sprlngs would be productlve..?“”

o o

TQ;“?jf. Now,- ‘were you present for the testimony

this. morning? . . <~
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A Yes.

'Q‘F':;{ ' Did you.- hear Mr.rMerrlck testlfy from hlS

hfcross 4sectlon about the correlatlon of the sands throughout

" this -- or the llmestone throughout thls area°

A {h-'-d-gYes,'I did.
.O:".;, -HaVe_you\studied.yarious logs.on.Wells in
- the suhject'area?- o --~-5' I |
;~. A ?-‘ o Yes, I have. |
TQ:1 J7g."'Do you'concur w1th hlS. conclusion that
the sands do not correlate we11° | |
R .‘ﬂA: 'l} 'I thlnk Mr. MerricktsLCross section 1éad5:v~-“

,,-you “to the conc1u51on that you: can correlate those zones |

across that fleld
12Q~ - f-Based on the materlal that you 've re-

s

viewedf and the ev1dence presented 1n thls case, do you be—

lleve that the Bone Sprlngs would be present at the proposed

'“locatlon°

‘yT'A'¥‘~’?"xYes;'I?do; |
JQ;lrfj-y And what quallty would you antlc1pate the
zone to be at that locatlon°
hAwiﬂ’p .; I thlnk 1t w111 be a good —--. good well
4,91"1 3;‘. Have you prepared any calculatlon of re—A

serves‘ on- any of the wells in- the Culebra - qouth Culebra f

G‘Pool°

'.A R ”.'Q‘Right.' I employed Scott chkman and As— |

‘sociates, petroleum englneerlng flrm 1n Mldland to calcu—

_latehtheureServes_for_that'Elyer‘No. 1.

CEEN
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. fiyé.l'ds,. .

: 21?;;}of Sectlon 287.

"]{gh;;:
_;fQ«jﬁldir‘ When was: thls oalculatlon prepared7 :
A oy and’ the 30th 1983,
"FQQQ:;_rFi;:ZAnd why dld you do that° |
-;Aiﬁ;:f; }i To'lseef what “the economlcs werei;for
drllllng those mells out there..g:;ft: ' .
. ”-'UZQgiQIT?,‘ And what does that calculatlon'show°” .
B Ainvfz.y; They show that you have A future net‘re—

Venue76f l 201 336, and dlscounted reserves for what we'lre

Ty

_calllng the Upper Bone Sprlngs would be $858 000

~

"tQ"fl?Q_'JMr. Cope,‘how would you evaluate the rlski

'whlch ‘would be 1ncurred by anyone who proposed to -drlll 'a

Lo

.'well at the locatlon AMMEX 1s prop051ng'>

Affb{gﬁfﬁi As 1 stated before,v I thlnk the rlsk 1s'
minlmal., I thlnk you would probably make a- qood well.

Thlsl lower zone 1n the ‘Belco Cavaller

;Well w1th a 20 foot drllllng break 1s the same correlatlve

'sectlon that produces 1n some of the better Bone ,Sprlngs'

,{Q;.; ﬁff?‘ Could you make a recommendatlon tQ‘ Mr.

,Stogner as to the rlsk penalty that should be 1mposed on you_

as'fa nonconsentlng 1nterest owner 1n the southeast quarter

-.}A?Afffzi‘{fv I  think ithHouldeeithe’uminimum"riskl'

nﬁ,‘Q_ff“f]lmeo7y0ufhayedatpercenta§egfigufe.to recom=

K- .- ' Probably 75 percent. -




.10
’1103
12 |
L ‘.through Flve w111 be admltted 1nto ev1dence.;“
15 ; s e . :
B U 3 R S S P : ' *:k .
o «.d;rect;examinatlon of Mr. Cope. _,;'v
17 . KARY . - . . .
18- .,yoUr:Witneés,rji;'fg.;tl
197 .
20
|
R f~j-By,MR;-KELLAHLN;_L
A - R
S sultlng englneer S report for you of June 30th 1983.

. Examiner. - ..

'Q';Qfﬁfﬁ-— If thlS is such a good prospect why are-

) you not voluntarlly part1c1pat1ng° 'hwfi‘

IA:AT% ' Well took that aseignment in my |

tvdaughter Chrlsty 5. name and due to the bank fallures in Mld—

1and ”wef are just not able to borrow the money to ,support‘

"-our drllllnq costs in thlS well ";.}ﬁﬁf;f;_ré,f

Q_@f.;. ' So, you re forced to go nonconsent° T
R ‘f*» nght.' '

'T'Qﬁfy;' L Were Exhlblts One through Flve gprepared

, by you under your dlrectlon and superv151on7 .

‘Af}*h.' - Yes, 51r, they were..ﬂ’”

[
“r

’ g[{{75,7~7 o MRQ CARR ;gAt thfé:tiﬁe,;{Mr,

Stogner, we would offer EXhlbltS One through Flve.c’

STOGNFR f Exhlblts One | -

CARR ' That concludes our

S
RS

“y

S MRy STOGNER; Mr. Kellahin,

-

© MRy KELLAHIN:  Thank you, Mr.

LS.l R . .. s - N -

EA

 CROSS EXAMINATION =

”ng..l _f7 “Mr Cope, I ve not yet mastered this. con-

Let me see 1f I can have you explaln thls




2| ‘to me, Thishig a projection made for you by this. consulting

'-Qh;fqgf,:e To tell you what they ant1c1pate the re-
Aserves aha; the economlc consequences of based 'upon , yourf;

hCope Flyer No. 1 We11°

A S Rl‘ght—.:

'33j;Q f‘;";fg And from thls you'?onclude that you ought

9ﬁfhlto“ have a pretty good we11° e What conc1u81on dO' you make

'ﬁﬁ‘dlﬂy 'from thls’fyf“

.:;.,.

- 11'“;:. “73.;§§fﬂv‘ ;'..'When' we perforated our Flyer No..-l' we | .-

l:lzr';fonly perforated about 20 feet rlght at the top of the Bone

R Sprlngs pay, and we thought that 1f we made a well there
13 - o

hthat was satlsfactory, we” would not perforate the lower

14 -
S ~:izones.ﬂ
18 SR ‘

: o ,u:Q‘j _'_.: Is that what Mr.l chkman took into con-
:lﬁﬂ:',S1deratlon when he ran thls economlc ana1y51s for you°5

*.181 ]; Thls 20 feet of perforatlon in the Upper

:ig{fftBone Sprlngs that you have° ﬁ
“20 ifii ', ﬁAﬁt.fif'ﬁ nght.vﬁ_lﬁ"‘ B

51 L :FEQA& ) -~ﬁ: And you used thlS to tell us that youw
o “”haye7 a well that has a reasonable recovery ine terms of ftslh_
R ureconomlc_ prOJectlonS'.and therefore say that the location

2|
E .'that AMMEX has plcked here should be " one of mlnlmal rlsk.
24 | fA )'lfﬂg5 ‘Well, that locatlon that they plcked is

» ?5"- rlght along the aXlS of the fleld and the trend of the




® ©2 |- Better wells.

f»jr'ii "'?}f;zmQ‘%t*vﬁivﬁ As_ best I can see, and help me if »I‘m:
4~ 7W,wrong, 1t looks llke the reserve»and economlc progectlons on
'“.Mr{ chkman s report would 1nd1cate that in thevyear3'1983eg

.your well should have been maklng in the area of 47':barrels o

e g T

';f{of 011 per day.f_;-{

L - . 04,“7AﬁIUQ‘T;”§ Tom,fi don t thlnk your arithmetic is
8L right on that. 18000 dJ.Vlded by 365.- ﬁ' o
9 'f';:;yt_”' fof;iﬁ' We ve 51mply taken the Six. months 1n the

B

';10?:ﬁ> first 7year"on' the bottom llne of the computer prlntout,

11 “show1ng that s what he s done, months 1n the flrst llne, Ahd_'

RN

li {:*I lelded that 1nto the number of days 1n six months and I

"'13' : get 47 barrels of 011 per day.ﬁAA

ok

S viwﬁg._if:‘ i'—~ you re talklng about the first'sSix
o140 - ST ‘ : v : L L
-{_'fﬁiv_fﬁmonths of 19837

B | ‘hka};}‘ef’ Yes, sir..
16

A"Af?ﬁtff Okay._, That 1ooks llke 1t wduld be close

'Ufh17i fto 40 barrels a; day.

13kd7“7¥f-, mf,Qf;ftfeir All rlght,. 51r,< and your mell you told

19 Jm. I belleve you told Mr.; Carr,ullswmakrng about 10. to 12

20 | ydbarrels a day?

N p%'nv.ff:ﬁ"j?:fff; Correct.;’”
RO R Q- That s 51gn1f1cantly less ‘than the econo-
22| R oL 'wx e B ;
o *_mlc prOJectlon that Mr. chks is u51ng, ;sfit not?:
23 . - : o Do e ; ,'A"!:‘ ) '
‘ S QA_‘: o Yes, 1t 1s.i ,‘4;~"’“
B e e Explaln to me what,~ 1£s'any;,'structural'

v‘2§4ffrglgn1f1cance there 1s on EXhlblt Number Twoler,\pope,.to




| liﬁth9501.ﬁ Ml Cope, do these wells farther to the east produce_»
"[izt‘ .
RER B
514-"- ER A
.:iSV" Edown structure ~':there 1sma p?SSlblulty”Of encounterlng rnf‘
- :rgtcreased water productlon9;€‘
16 | 3
17_;'
18k'43encounter the rlsk of drllllng 1nto water.;;
,_'19'
0

ik

f fthat..tr,

"’1n a good dlrectlon.A

"1you could drlll 1nto water or somethlng llke that.
10| ‘ '

22 |- . :
) o move down structure.

3|

‘_iems,‘as you know them’

49

'fthe proposed locatlon of AMNEX . Ifmfnotcsure”i-underStandA

R ey
E e

"fA'g,fj”fﬁ Well the structure map shows that you rei‘r

-Qgcoming up dlp to the west and w1th~the SLgnlflcance of thé

good productlon down in. that Well 27 5 . that you re mov1ng

"affyou re. along the ax1s of the better wellsl

'and ’thls just shows that you re not mov1ng down dlp where

i -

(’f Qﬂ.:j‘f Okay."‘Based upon your knowledge of thls

-C-. . B : .’.

ﬁTany 51gn1f1cant quantltles of water2.;;', Lo ’Tf”fr,

"3 .Farther to the east°

T iﬁf Yes, 51r.-zlfouf“a1d that” as you moved

SN T

'i”ﬁ“A.f,_: P,.No, T dldn t say'that B I said that you

were not mov1ng down structure where you would you. know, | °

“v??{Qngl . All rlght, and the AMMFX locatlon lS'jup:'

© structure:’” ..

LA "ﬁf' That s correct.irif::‘h"'

1\: Q;r;;Q,- : All rlght «3and,asilfmoye'to the’east;“l-j

:TfﬁA%~l Q:ii That s correct

diosfhfiﬁ_.f At what p01nt do I reach any water prob—,i5
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1|
12
13

- 14

, 1

7 171?7on' the structure where that would not make a crltlcal Cdif-

wls v~ference.,

< 4‘ 20 .:' -

23

23

ture, either.. . o

50° |

A K Well o that S not What my Statement was. R O ‘
':L?féﬁid?vfhétfas you -move to. the west you re mov1ng 'uR,faiﬁf

_away?fromfanykp0531b1e water.

Q;.?

’1; My questlon, wherells:the water problem’

‘"7h¥>";afz That 5 the whole p01nt of my map here, is

/:fithet”there”istno water problem w1th that locatlon.

RO T ;f;i And there‘e_no water problem down struc—

SoA ﬂ,l7fwell thlS - thlS fleld covers Several s
sectlons,_7asfyou can ses from the map,_ and as Mr.‘ Merrick L

’p01nted out, _there 'S no: dry holes 1n thlS fleld ' 86 as yet

-

we, haven t moved far enough‘down dlp to know where the water‘““

';would be encountered

'th 55' fjﬂWAm [ correct 1n understandlng that the

. ;-cope Flyer No., l Well LS.ln a better structural p051tion"
' ;than the AMMEX locatlon ln 287, ~7°13“ T

»

-{Aﬁf-]‘ <:I can tell you that you re far enough up

.
EEETY

foﬁ*}?iA; Do you have anrexplanatlon “for. the fact

fthat the well 1n Sectlon 33 and I ve forgot, I thlnk that 5.

La Coqulna well somewhere 1n 33 down there 1n the" southwest

1_.

V_f the southeast quarter, Unlt 1etter O or N73* Thle;'one,

.that s a Cequlna well 1s 1t not? fff;y;"-ﬁ;'“

I thlnk 1t s an HNG well

1.9172“j”&.; Okay, _ What do you know about thlS HNG




10

1 |-
12
i N S B
. ,;15 not a questlon of 51mply drllllng a’ dry hole.v ‘The  ques-
[14. ' e

15

';18;

'. 1:9 :

21 |
R ;of 22, that he belleves w1ll be uneconomlc 1n thlS pool°
S I '

o4

- ‘contour ‘map.. L

‘ﬂthelcase?

17 |

20

"teti;ifSl. o

'“TA“q fl”ic;I; when I was complllng the information -

i‘@ﬂfér;thls”maﬁ, I couldn t flnd anythlng out about thatfParduei-

fNo;i.l;'iand I don t know anythlng about 1t one way_or ”the'

.

Tl

Do you know whether or not 1t was tested,

in. the Bone Spr1ngs° |

»ig;hf;f'f_5 ‘I ve got that 1t pumped salt water on my EE

<£}Q£T;g};i‘ Okay, . that - that appears to be in the |-

':same structural relatlonshlp,U generally, as. the AMMEX locaQ‘

_tlon;.lswitgnot?

a0 ves, sl

P

”vs:&gv';“ f{*,'In iact, the:risk-involved in this pool

tron;;is; you recover 011 out not 1n quantltles sufficient

.....

‘:_enough to make some of these wells economlc.,‘_ls that 'not

RN

fﬁA ; _,;, Wellnvln our case; drllllng a dlrect off—'

set to one of the best wells 1n the fleld thatn.27—5; and

.r.,_

"most f the wells that are noncommer01a1 are off of that

trend
_;ht ‘yQ'*Tsﬁiff. Do_ you have any dlsagreement with Mr.

Mérriék about hlS 1dent1f1catlon of some thlrteen wells out

,x._

e oo
PR

‘ﬁthwfs‘;f‘j Well :Vlf you 1ook at my structure map, |

o 7zyou 11 :see there S, a flgure underneath the ;81qnal _—— the

well locatlon for each well~-llke under the 27 5 for 39
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“‘and -=

fdo you know, ‘on a monthly average°

|" “parreisa day.”

Qe Yes7'sir.j

SR

’ iAflﬂ"'?“ Is what that well was produc1ng a- 1ittle

'iﬁover a year after 1t was completed

zif;;QEQ::}ﬂllAnd?Iﬂ'EﬁrﬂggiﬁL;sqn -

:t:?égi » wvi?Wéilwiglf YOU go to Well 27- 6 bsome year.|

':uafter' 1t was completed 1t s produc1ng 34 barrels per_;day,

.__‘( .,

'lfofzif{‘ff_-Well o you ve identifiedﬁthe 27-5 and

that s one of the wells Mr. Merrlck has 1nd1cated is:fgoing

n‘to produce enough 011 to be an economlc well

1|

.y 'wﬁ;}f A commerc1a1 well yes, s1r.A

*_;:Q 5 j L Where dld the number 39 come from?* Is

- ‘T?-that the average of the 1983 productlon7
e ‘

'”-i'A‘“lkgﬁggwao,b that was a monthly average for that

e e

‘ ‘dwell after lt was ‘a, year old
16 A

1be";?ﬂ~ All rlght, _what 1s that well maklng ‘now,

e

7Afu. ;m:f-l don t- know. ;jgn,i B

g Q . . What s the 1ast monthly average you Texa-

,mlned for any of the wells 1n thlS pool’

’..EA;; ;;}: ‘ Well :on the Urlah Flyer I monltor that

_productlon every ~-=. every month ~§H“yix'ff f“l]::.ffy

[

.»h}. . 1Q5jfg“:hl” All rlght,,'31r,i other than that well

'fwhatg;other:'wellsl‘haveryop ;monltored he‘ productlon Jon

frecentIY?;}f-“ﬂf

‘WA" Lo .}Well%_l:moﬁltofedfthe»productlon on all
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i part1c1pate."'

12 |

53

;d'these wells up untll August of 1ast year.#-ﬂ,

-

g »Q'ﬂi_Qd Well .1f you used Mr. Merrlck s plat and

YO 'f’loék ~at the August '83 productlon from the Well 27-5,

3ﬂf;the monthly productlon 1s only 306 barrels. That s only 10d

'f;¢£ so barrels & day, and that doesn t approx1mate -the.f397
‘?barrels a day that you put .on your exhlblt, and'l mftrying

f'to explaln the dlfference.:fi" -

'fAQ':ﬂNQ; 'Well there s, ]USt a tlme dlfference.
Tf'Q' M Cope, you ve 1nd1cated that for what—

eyer reason you do not have funds now avallable to you ~in

.» e

,_.Hwhlch to pay }our share of the cost of the well and elect to;,

~‘-.z o

TTAQ ST That'chorrect;'”’”l

}g@,ﬂg&wf'” You thlnk thlS is & good prospect and 1fi’

Jyou had those funds avallable you, '1n fact would part1c1—

pate and av01d that penalty.v 1 thlnk I understand you to

B say that

';A flﬁ,r That s correct.,

rQQ,'a' s In fact, there ‘are: other ways that by not.

'u.having funds you could av01d the poollng order and not en—

'counter a penalty factor in’ thlS case, aren;t there?

\”_A..fh"u— There must be.,ﬂjfi
ley.*f' ‘i All- rlght,; s1r.- FYou*could dol as,‘the

other wofking wlnterest owners have done and farm out your:

Alnterest to AMMEX, could you not'>

s

“fAﬁ'?h fj Well 51nce I presented thls prospect to ]

.fiAMMﬁX,Aand slnce they went around me. to obtaln a farmout




e
"1{12“’
1
:.;1i4
16 s :
.;17-A
18 oo TP are tiere any other questions
20
‘21_*'

23

25|

'icrue to you by aV01d1ng a penalty.;

L . for some ciosingfstatementsggf
.24 ‘ . LA - .:4 . .

7{;54 e

‘,.\‘-

ffrom-TBeico}. I . not 1nc11ned to do anythlng other than be

S

'“Q%?”i,} Okay.. I can. apprec1ate the. fact that |

[

fthat bothers you about how that happened but from a dollara

and cents p01nt of v1ew, you could farm out -and- save your—

"tself a 51gn1f1cant amount of money that would otherw1se ac-

’?1Aifﬂ'_@‘ ST ve recelved no request for d farmout. ,

.70 “f}igj‘fYou, have recelve ”fhe_ correspondence, ’

though* that 'AMMEX has sent you about thelr drllllng the~ g

' "ﬂiﬁ'?jf;ff“ nght but I dldn t get my,assignmentzof
that lease untll w1th1n the last ten days.

‘r.? :Q,*f:;yfh.Thank_you,kMr Cope.,t

7.47MR;f1KELLAH1N " “I-have nothing
".MRﬁﬁ STOGNEﬁt;;‘Iuhave no ques-

tions_ofEMrQ!Cope.

forithisrﬁitneSS‘at this;time? o
:?Mr{.gKe}iahinji-Qo;You'plan to
recall,any.offyourfmitnesSes?v

ﬂgMR; KELLAHIN No;»siri

~MR. s OGNER-e Okay, 1t is tlme
'%A{ibf'h.i - “Mr. - carr; - you ‘may go  first.

Mt. Kellahir,” you may proceed after him. -




10*'£¢they think may contrlbute to the economlcs of the well

o

14
: jSJ

. 16

18
U
20 |

21

' statement,

,;Cope, and that data 1s clearly wrong.n‘

2 R .

C "ﬁ~haye‘ the logs before you and you can evaluate that as  well
.| .as anyone and we leave that part of thlS case to: your' dis-
24 R . "ja“ R » e A

nyxcretlon.x*‘

25 | S

&;551.-

" MR. 'CARRY'I'have a wvery briéef -|.

P

‘. The questlon that's presented-

”to you,gng}f Examlner,' 1s ‘ohe of approprlate rlsk penalty.

PRI

»J;What should the approprlate rlsk penalty be 1n thlS case|

AMMEX whas appeared before you’

,'and they ve ,admltted that they ant1c1pate gettlng 'a " Bone -
rf'Sprlngs; well at the proposed locatlon and they also testi4

_fled that there are. Delaware prospects 1n thlS 'area that

' fqﬂff*"di‘; They ve.f relled prlmarlly on |

-

.ilzfjf:productlon‘ data in comlng before you and statlng that- this |
‘,‘is\ a hlgh rlsk venture but the productlon data they ve re—d’”

Z;lled upon contalned offsettlng one well ,operated by Mr.

s

,iWef submlt that w1thout “having

. “an opportunlty to check'it}‘ért'stlll~1s '—- the questlon
‘:17‘w~9hangs.gover the accuracy of the data that they re: bringing L

before you at thlS p01nt.,f¥3§t;;~

A dlspute ex1sts between AMMEX ¢

and'Mf. Cope ‘as to how the wells correlate across thlS area.

?.EQAMMEX contends they do not, we contend they do._"“

We: submlt that to you; You

e

Sy We'Simpiymﬁéiigbé that what we.
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have here 1s a proposed well and th zone correlates with

zones 1n offsettlng wells. It correlates w1th zones ‘in the
best wells ln the pool It correlates w1th a zone on a log
of a Belco well that has not yet been produced but " a well
whlch shows potentlal for excellent Bone Sprlngs completlon.

belleve that thlS 1s 51mply

a hlgh rlsk venture and that f a penalty is to be im-

posed that the penalty should reflect the actual rlsk in-

volved and that a- penalty not to exceed 75 percent lS appro—
prlate_

. MR. - STOGNER- Thank you, Mr.

Carr-.
Kellahln.
"MR. KELLAHIN “Mr. Examlner,
Cope-1S~obv1ously in the 011 and gas bu51ness and he's a
petroleum englneer by educatlon. He s sophlstlcated in the
area,~,certa1nly knows what he S d01nét, He thlnks that thls
prospect ‘is of mlnlmal rlsk We thlnk that 1f that is the
case, there are a number of avenues open to hlm whereby he
can part1c1pate or farm out or . some other way voluntarlly
jOln 1n drllllng of the well and share the rlsk w1th AMMFX
1n an: approprlate way.= y
For whatever reason he deCldes
not- - -to do that and he comes before you today and says the
rlsk 1s mlnlmal and therefore let AMMEX carry that rlsk°
We have a dlfference of oplnlon

..... "

w1th Mr. Cope about the quallty of hlS well. - I am not con—
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14 .Lthat s a serlous problem., AMMEX 1s the one puttlng up the

15 |
_“ﬁthe rlsk

16

17
18 '~;mhiCh‘Mrf Merrlck belleves,' although produce 0il, will not

.19

20

0

B

25

'Vlnced that Mr. chkman S: report to Mr. Cope w1ll bear closej

scrutlny.

. Mr. Cope s' analysis-from' Mr.__

“:chkman is based upon a well that Mr. Cope owns that should

. be produc1ng in' the range of 47 barrels of 011 a day. for

Cthat 83 perioais o

Cope tells us’ hls -well

'w;doesn't' produce-that-f 1t only produces 10 to 12 barrels“ a

s day. That glves me concern.

Cen

Tt also glves me: concern"that

ffthe' AMMEX locatlon 1s in a reasonable structural relation—

Shlp to the dry hole in 33 Mr. Merrlck has alluded to that

well and Mr., Cope shows 1t on hlS structure map I thlnk

-----

mmoney and drllllng the well they are the ones undertaklng

' vyou can’see, the wells in

" the ’ poolg therea is-a 51gn1f1cant portlon of these wellsy

produce suff1c1ent 011 in order to pay thelr costs. -

belleve that a 200 percent .

21H:~frlsk factor penalty is approprlate 1n thlS case.. It's ob-
' » v1ous that you can have a- good well next to ‘a bad well. We
-’fthlnk both exhlblts demonstrate that f There 1s a very real

S rlsk 1n the AMMEX locatlon and 1f Mr.. Cope would llke‘to a--

v01d that rlsk and share 1t w1th us,, he's,Welcome.to do so.

At gthls-;p01nt'he¢wants,to”go nonconsentrand let,'us_:CarrV:
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:u-that:risk;\aﬁqlue say it 6ugh£ftGEEQst‘him‘thefzdo.perCent

':,MR.~ STOdﬁER}; 'Tbank you, Mr.

Keliahin.“

“;if}gqbf - :;}ﬂﬁ]. R ‘b" dlecussed at the beéinning
of thlS hearlng, because of’ error 1n the advertlsement th184
'b case w111 be readvertlsed for the February lSth Examiner

Hearlng, so we re g01ng to keep the - thlS flle open.

Caee Number 8048 w111 remaln

Opehipehdihg:phe Examiner:Hearing on.February,lSth,

,(Hearithcenbiuded
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CERT.IFICHKTE .

‘I;L‘SALLY W BOYD, c S. R., DO HEREBY |, .

fCERTIFY that the foreg01ng Transcrlpt of Hearlnq before the5,:

1 011 Conservatlon DlVlSlon was reported bv me, that.the~sa1d-

transcrlpt is- a full true,~ and~correct- record of *. the

'_;hearlng, prepared by me to the best of my ablllty.

B R o

Bl

'5 d@ hereby cerhﬁ,

AA%‘@ComMmor"ﬂ
.- - the Examiner hearing

fhat, fha foregomg B

i i‘h;z p*cxce@dmgs fw

g0t Cnse o, ‘o 3 -

heard by me on Jamw ;/3 219 ?Z
. = v ) ’

: - Exqml -
Oil Conservcn‘ton Dlwslon o i




