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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING ) 
CALLED BY THE OIL CONSERVATION ) 
DIVISION FOR THE PURPOSE OF ) 
CONSIDERING: ) CASE NO. 11079 

APPLICATION OF SANTA FE ENERGY 
OPERATING PARTNERS, L.P. 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: J i m Morrow, H e a r i n g Exam-4-"'f|jpr 

September 1, 1994 

Santa Fe, New Mexico 

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

O i l C o n s e r v a t i o n D i v i s i o n on September 1, 1994, a t 

Morgan H a l l , S t a t e Land O f f i c e B u i l d i n g , 310 O l d 

Santa Fe T r a i l , Santa Fe, New Me x i c o , b e f o r e Deborah 

O'Bine, RPR, C e r t i f i e d C o u r t R e p o r t e r No. 63, f o r t h e 

S t a t e o f New Mexi c o . 

ORIGINAL 
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I N D E X 

S e p t e m b e r 1 , 1994 
E x a m i n e r H e a r i n g 
CASE NO. 11079 

PAGE 
APPEARANCES 3 

SANTA FE ENERGY'S WITNESSES: 

CURTIS SMITH 
E x a m i n a t i o n b y Mr. B r u c e 4 
E x a m i n a t i o n b y Mr. C a r r 10 
E x a m i n a t i o n b y E x a m i n e r M o r r o w 12 

DARRELL ROBERTS 
E x a m i n a t i o n b y Mr. B r u c e 14 
E x a m i n a t i o n b y Mr. C a r r 17 
E x a m i n a t i o n b y E x a m i n e r M o r r o w 2 1 

DAVID WHITE 
E x a m i n a t i o n b y Mr. B r u c e 2 1 
E x a m i n a t i o n b y Mr. C a r r 28 
E x a m i n a t i o n b y E x a m i n e r M o r r o w 32 

TEXACO'S WITNESS: 

PRESLEY McCANTS 
E x a m i n a t i o n b y Mr. C a r r 
E x a m i n a t i o n b y Mr. B r u c e 
E x a m i n a t i o n b y E x a m i n e r M o r r o w 

35 
4 0 
42 

REPORTER'S CERTIFICATE 4 7 

E X H I B I T S 
SANTA FE ENERGY I D ADMTD 
E x h i b i t 1 5 10 
E x h i b i t 2 5 10 
E x h i b i t 3 7 10 
E x h i b i t 4 8 10 
E x h i b i t 5 9 10 
E x h i b i t 6 15 17 
E x h i b i t 7 16 17 
E x h i b i t 8 22 28 
E x h i b i t 9 23 28 
E x h i b i t 10 24 28 
E x h i b i t 1 1 25 28 

TEXACO 
E x h i b i t 1 37 40 

CUMBRE COURT REPORTING 
P.O. Box 9262 
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A P P E A R A N C E S 

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

FOR THE APPLICANT: HINKLE, COX, COFFIELD, 
EATON & COX 

P.O. Box 2068 
Santa Fe, New Mexico 87504-2068 
BY: JAMES G. BRUCE, ESQ. 

FOR TEXACO 
EXPLORATION & 
PRODUCTION, INC 

CAMPBELL, CARR, BERGE & 
SHERIDAN, P.A. 

P.O. Box 2208 
Santa Fe, New Mexico 87504-220 
BY: WILLIAM F. CARR, ESQ. 
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EXAMINER MORROW: C a l l t h e h e a r i n g back t o 

o r d e r i n Docket 25-94 and c a l l Case 11079. T h i s i s 

t h e a p p l i c a t i o n o f Santa Fe Energy O p e r a t i n g P a r t n e r s 

f o r an u n o r t h o d o x gas w e l l l o c a t i o n i n Lea County, 

New M e x i c o . 

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

MR. BRUCE: Mr. Examiner, J i m Bruce f r o m 

t h e H i n k l e l aw f i r m i n Santa Fe r e p r e s e n t i n g t h e 

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

MR. CARR: May i t p l e a s e t h e e x a m i n e r , my 

name i s W i l l i a m F. Ca r r w i t h t h e Santa Fe law f i r m 

C a m p b e l l , C a r r , Berge & S h e r i d a n . I r e p r e s e n t Texaco 

E x p l o r a t i o n and P r o d u c t i o n , I n c . , i n t h i s m a t t e r , and 

I have one w i t n e s s . 

EXAMINER MORROW: W i l l a l l t h e w i t n e s s e s 

p l e a s e s t a n d ? 

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

MR. BRUCE: Mr. Examiner, I c a l l Mr. 

C u r t i s S m i t h t o t h e s t a n d . A g a i n , ask t h a t t h e 

r e c o r d c o u l d r e f l e c t t h a t he was p r e v i o u s l y sworn and 

p r e v i o u s l y q u a l i f i e d as an e x p e r t p e t r o l e u m landman. 

CURTIS SMITH, 

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

sworn upon h i s o a t h , was examined and t e s t i f i e d as 

f o l l o w s : 

CUMBRE COURT REPORTING 
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EXAMINATION 

BY MR. BRUCE: 

Q. Mr. S m i t h , w o u l d you i d e n t i f y E x h i b i t 1 

and t e l l us about t h e l a n d o w n e r s h i p i n y o u r w e l l 

u n i t ? 

A. E x h i b i t 1 i s a l a n d p l a t o u t l i n i n g t h e 

w e l l u n i t and m a r k i n g t h e w e l l w i t h a r e d s q u a r e . 

Santa Fe Energy's l a n d i s shaded y e l l o w . I n 

a d d i t i o n , t h e n o r t h h a l f o f t h e s o u t h e a s t q u a r t e r o f 

S e c t i o n 4 i s a f e d e r a l l e a s e owned by Ya t e s P e t r o l e u m 

and f a r m e d o u t t o Santa Fe. As a r e s u l t , Santa Fe 

Energy i s t h e o n l y w o r k i n g i n t e r e s t owner i n t h e 

s o u t h h a l f o f S e c t i o n 4. 

Q. What t y p e o f l e a s e s a r e i n v o l v e d ? You 

m e n t i o n e d t h e f e d e r a l l e a s e owned by Y a t e s . What i s 

t h e o t h e r l e a s e ? 

A. The n o r t h h a l f s o u t h e a s t q u a r t e r o f 

S e c t i o n 4 i s a f e d e r a l l e a s e , w h i c h had an e x p i r a t i o n 

d a t e o f March 3 1 s t o f 1994. And t h e r e m a i n d e r o f t h e 

s o u t h h a l f o f S e c t i o n 4 i s a s t a t e l e a s e w h i c h 

e x p i r e s September 3 0 t h o f '94. 

Q. What i s t h e s t a t u s o f t h e f e d e r a l l e a s e ? 

A. I t i s u n d e r s u s p e n s i o n now. The l e t t e r 

g r a n t i n g suspense i s my E x h i b i t 2. 

Q. Santa Fe's n e x t w i t n e s s w i l l d i s c u s s t h e 

CUMBRE COURT REPORTING 
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p r o c e s s f o r o b t a i n i n g and a p p r o v i n g t h e APD, b u t w i l l 

you p l e a s e d i s c u s s why Santa Fe wanted t o d r i l l on 

t h e f e d e r a l l e a s e . 

A. Yes. Of c o u r s e , f o r g e o l o g i c r e a s o n s , b u t 

a l s o we wanted t o d r i l l on t h e f e d e r a l l e a s e t o t h e 

Morrow f o r m a t i o n and h o p e f u l l y o b t a i n p r o d u c t i o n f r o m 

t h e Morrow f o r m a t i o n f o r t h e s o u t h h a l f p r o r a t i o n 

u n i t . But i f we were t r y i n g t h e Morrow f o r m a t i o n , 

t h i s a r e a has Delaware p o t e n t i a l , and we c o u l d 

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

o f S e c t i o n 4 i n t h e Del a w a r e , w h i c h w o u l d cause o u r 

e a r l i e s t e x p l o r a t i o n d a t e l e a s e , t h e f e d e r a l l e a s e , 

t o be HBP. And a t t h e t i m e t h a t we made o u r p l a n s 

f o r d r i l l i n g and so f o r t h , back i n F e b r u a r y , when we 

f i l e d t h e APD, we t h o u g h t we w o u l d have t i m e t o 

e s t a b l i s h w h e t h e r o r n o t t h e r e w o u l d be Morrow 

p r o d u c t i o n , and, i f n o t , we w o u l d have D e l a w a r e 

p r o d u c t i o n . And t h e n t h a t w o u l d g i v e us t i m e t o spud 

a w e l l on t h e s t a t e l a n d s p r i o r t o t h e September 30, 

'94, e x p i r a t i o n d a t e . 

Q. That h a s n ' t q u i t e happened i n t h a t 

f a s h i o n , has i t ? 

A. No, i t h a s n ' t happened t h a t way. We f i l e d 

o u r APD. That was a p p r o v e d i n June, and t h e r e f o r e 

o u r l e a s e was t a k e n o u t o f s u s p e n s i o n . Then we 
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t h o u g h t we c o u l d have a d m i n i s t r a t i v e a p p r o v a l , b u t 

Texaco o b j e c t e d t o o u r l o c a t i o n . T h e r e f o r e , we're a t 

h e a r i n g t o d a y . Our l e a s e o t h e r w i s e w o u l d have 

e x p i r e d , t h i s f e d e r a l l e a s e , August 3 1 s t , b u t t h e BLM 

has s t a t e d t h a t t h e y ' l l p u t i t back i n s u s p e n s i o n 

u n t i l t h e e x p i r a t i o n d a t e o f t h e s t a t e l e a s e . 

Q. R e f e r r i n g t o E x h i b i t 3, who a r e t h e o f f s e t 

o p e r a t o r s t o Santa Fe's w e l l ? 

A. E x h i b i t 3, t h e n o r t h h a l f o f S e c t i o n 4, 

Texaco, U n o c a l , and P h i l l i p s . Texaco's l e a s e c o v e r s 

L o t s 2 t h r o u g h 4 i n t h e s o u t h e a s t q u a r t e r o f t h e 

n o r t h w e s t q u a r t e r . 

Q. Which o p e r a t o r i s most d i r e c t l y a f f e c t e d , 

i f a t a l l , by Santa Fe's l o c a t i o n ? 

A. U n o c a l i s t h e d i r e c t o f f s e t l e s s e e . T h e i r 

l e a s e c o v e r s t h e s o u t h h a l f n o r t h e a s t q u a r t e r , as 

w e l l as L o t 1. 

Q. Has Unocal v o i c e d any o b j e c t i o n t o Santa 

Fe a b o u t t h e w e l l l o c a t i o n ? 

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

Q. Couple o t h e r t h i n g s . The n o r t h h a l f --

S e c t i o n 3 t o t h e n o r t h e a s t , t h a t ' s Unocal? 

A. Oh, ye s , t h e o t h e r o f f s e t owners, n o r t h 

h a l f o f S e c t i o n 3. Our r e c o r d s and o u r t a k e o f f 

i n d i c a t e s t h e s o u t h w e s t q u a r t e r o f S e c t i o n 3 i s open. 
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Q. And t h a t i s s t a t e l a n d ? 

A. S t a t e l a n d s . S o u t h e a s t q u a r t e r o f S e c t i o n 

5 i s Santa Fe Energy. N o r t h e a s t q u a r t e r o f S e c t i o n 8 

i s Pogo P r o d u c i n g Company and Marbob Energy 

C o r p o r a t i o n , and n o r t h w e s t q u a r t e r o f 10 i s M a r a l o 

and D a v i d P e t t i n p o e , and t h e n o r t h h a l f o f S e c t i o n 9 

i s Santa Fe Energy w i t h t h e e x c e p t i o n o f t h e 

s o u t h w e s t o f t h e n o r t h w e s t q u a r t e r . T h a t ' s M a r a l o . 

Q. I s E x h i b i t 4 my a f f i d a v i t r e g a r d i n g 

n o t i c e ? 

A. Yes, i t i s . And Mr. Bruce n o t i f i e d o f f s e t 

owners f o r me because o f t h e s h o r t t i m e frame we were 

o p e r a t i n g u n d e r . 

MR. BRUCE: Mr. Examiner, f o r y o u r 

i n f o r m a t i o n , r i g h t b e h i n d t h e a f f i d a v i t t h e r e i s a 

l e t t e r d a t e d J u l y 28, 1994. That was a c t u a l l y n o t i c e 

o f t h e a d m i n i s t r a t i v e a p p l i c a t i o n , and we n o t i f i e d 

e v e r y o p e r a t o r e n t i r e l y a r o u n d t h e u n i t , as r e q u i r e d 

by t h e a d m i n i s t r a t i v e r u l e s . 

And t h e n l a t e r on, a f t e r Texaco o b j e c t e d , 

we r e n o t i f i e d , and t h a t ' s t o w a r d t h e back -- we 

r e n o t i f i e d t h e p e o p l e t o t h e n o r t h , t o t h e n o r t h e a s t , 

and t o t h e e a s t , and t h o s e o p e r a t o r s o r l e s s o r s were 

n o t i f i e d a t t h a t t i m e o f t h e s p e c i f i c h e a r i n g d a t e . 

EXAMINER MORROW: That c o m p l i e s w i t h o u r 
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r u l e s r e q u i r i n g n o t i f i c a t i o n j u s t t o t h e n o r t h . 

MR. BRUCE: J u s t t h e i m m e d i a t e l y a f f e c t e d 

o f f s e t s , y e s , s i r . The s o u t h w e s t q u a r t e r o f S e c t i o n 

3, as Mr. S m i t h s t a t e d , t h a t ' s s t a t e l a n d s . We c o u l d 

n o t t e l l w h e t h e r i t was l e a s e d o r u n l e a s e d , and so 

b e s i d e s n o t i f y i n g t h e p r i o r l e s s e e s , we n o t i f i e d t h e 

Commissioner o f P u b l i c Lands a l s o . 

Q. F i n a l l y , Mr. S m i t h , what i s E x h i b i t 5? 

A. E x h i b i t 5 i s a l e t t e r f r o m t h e BLM t o 

Texaco. Texaco had been t h e o p e r a t o r o f n o r t h h a l f 

o f S e c t i o n 4, w h i c h was c o m m u n i t i z e d as t o t h e A t o k a 

f o r m a t i o n ; however, t h e c o m m u n i t i z a t i o n a g r e e m e n t , 

t h e n o r t h h a l f o f S e c t i o n 4 t e r m i n a t e d by t h e BLM 

e f f e c t i v e F e b r u a r y 1 2 t h o f '94, and t h a t ' s shown i n 

t h e l e t t e r , E x h i b i t 5. 

Q. What i s t h e d a t e o f l a s t p r o d u c t i o n f r o m 

t h e A t o k a w e l l i n t h e n o r t h h a l f o f S e c t i o n 4? 

A. From t h e i n f o r m a t i o n t h a t we have, i t 

i n d i c a t e s March o f 1991. And t o o u r kn o w l e d g e , 

Texaco has n o t c o n d u c t e d f u r t h e r o p e r a t i o n s t o 

r e e s t a b l i s h p r o d u c t i o n f r o m t h a t w e l l . 

Q. I n y o u r o p i n i o n , i s t h e g r a n t i n g o f Santa 

Fe's a p p l i c a t i o n i n t h e i n t e r e s t o f c o n s e r v a t i o n , t h e 

p r e v e n t i o n o f w a s t e , and t h e p r o t e c t i o n o f 

c o r r e l a t i v e r i g h t s ? 
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A. Yes. 

Q. Were E x h i b i t s 1 t h r o u g h 5 p r e p a r e d by you 

o r c o m p i l e d f r o m company b u s i n e s s r e c o r d s ? 

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

MR. BRUCE: Mr. Examiner, I move t h e 

a d m i s s i o n o f Santa Fe's E x h i b i t s 1 t h r o u g h 5. 

EXAMINER MORROW: 1 t h r o u g h 5 a r e a d m i t t e d . 

EXAMINATION 

BY MR. CARR: 

Q. Mr. S m i t h , Santa Fe has two l e a s e s i n t h e 

s o u t h h a l f o f S e c t i o n 4; i s t h a t c o r r e c t ? 

A. Santa Fe has one l e a s e , and we have a 

f a r m o u t f r o m Y a t e s , t h a t ' s c o r r e c t . 

Q. When d i d you a c q u i r e t h e f a r m o u t on t h e 

Ya t e s i n t e r e s t i n t h e n o r t h h a l f o f t h e s o u t h w e s t 

q u a r t e r ? 

A. I t seems l i k e i t ' s been -- t h e d a t e o f t h e 

f a r m o u t , I b e l i e v e , was i n March. 

Q. Of t h i s y e a r ? 

A. Yes. 

Q. And t h e te r m s o f t h a t r e q u i r e d t h a t you go 

f o r w a r d and commence t h e w e l l w i t h i n a s i x - m o n t h 

p e r i o d o f t i m e , t h e r e a b o u t s ? 

A. We had a commencement d a t e o f Augu s t 1 5 t h , 

and I had t o ask them t o e x t e n d t h a t t o t h e 3 1 s t . 

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Mexico 85704-9262 
(505) 984-2244 FAX: 984-2092 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

2 1 

22 

23 

24 

2 5 

Now I'm g o i n g t o ask them t o e x t e n d i t t o September 

3 0 t h . 

Q. When d i d you a c q u i r e y o u r i n t e r e s t i n t h e 

l e a s e t h a t you h o l d i n t h e s o u t h h a l f o f S e c t i o n 4? 

A. At t h e s t a t e l a n d s a l e i n '89, I guess, 

O c t o b e r o f '89. 

Q. I s t h i s t h e f i r s t w e l l you've p r o p o s e d on 

t h e a c r e a g e ? 

A. Yes. 

Q. I f I were t o have q u e s t i o n s c o n c e r n i n g 

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

t o ask ab o u t t h o s e ? 

A. Our e n g i n e e r , d r i l l i n g e n g i n e e r . 

Q. A l l r i g h t . There was an a d m i n i s t r a t i v e 

a p p l i c a t i o n f i l e d i n t h i s case. I f I were t o have 

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

t h e v a r i o u s t r a c t s i n t h e s o u t h h a l f o f 4, a g a i n , 

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

A. No, o u r g e o l o g i s t . 

Q. Are you aware o f t h e B i l b r e y u n i t , t h e 

w o r k i n g i n t e r e s t u n i t ? 

A. The B i l b r e y w o r k i n g i n t e r e s t u n i t t h a t --

Q. That i n c l u d e s t h e n o r t h h a l f o f S e c t i o n 4 

A. No . 

Q. You're n o t aware t h a t t h e r e i s a w o r k i n g 
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i n t e r e s t t h e r e t h a t i s o p e r a t e d by Texaco? 

A. Oh, w e l l , yeah, by v i r t u e o f t h e f a c t t h a t 

t h e r e i s a c o m m u n i t i z a t i o n agreement, I n a t u r a l l y 

presume t h a t t h e r e i s an o p e r a t i n g agreement t h a t 

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

Sect i o n 4. 

Q. Your E x h i b i t No. 5, i s t h a t a n o t i f i c a t i o n 

t h a t t h e Com agreement e x p i r e d as t o , what, t h e A t o k a 

f o r m a t i o n ? 

A. Yes. 

Q. Your p r i m a r y o b j e c t i v e i n t h i s w e l l i s t h e 

Morrow; i s i t n o t ? 

A. Our w e l l ? 

Q. Yes, s i r . 

A. Yes. 

MR. CARR: T h a t ' s a l l I have. 

EXAMINATION 

BY EXAMINER MORROW: 

Q. Mr. S m i t h , how does t h e s u s p e n s i o n work 

t h a t you t a l k e d a b o u t i n t h i s l e t t e r f r o m t h e BLM, 

how does t h a t work? 

A. The way t h a t w o r k s , I c a n ' t remember 43 

CFR 31 s o m e t h i n g -- a c c o r d i n g t o t h o s e r u l e s and 

r e g u l a t i o n s p u t o u t by t h e BLM, you have t o f i l e y o u r 

APD a t l e a s t a month i n advance o f t h e e x p l o r a t i o n o f 
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y o u r l e a s e . Or, i n y o u r words, i f y o u r l e a s e e x p i r e s 

March 3 1 s t , you have t o f i l e an APD i n F e b r u a r y . 

N o r m a l l y , t h e BLM s h o u l d be a b l e t o 

p r o c e s s an APD i n t h a t t i m e p e r i o d . I n t h i s c ase, 

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

ap p r o v e o u r APD p r i o r t o t h e e x p i r a t i o n d a t e o f t h e 

f e d e r a l l e a s e , w h i c h was March 3 1 s t . 

So t h e l e a s e i s p l a c e d i n s u s p e n s i o n u n t i l 

t h e d a t e , t h e f i r s t day o f t h e month f o l l o w i n g t h e 

d a t e t h a t you r e c e i v e an a p p r o v e d APD o r y o u r APD i s 

d e n i e d . 

Q. Does t h a t t i m e frame i n c l u d e a p p l i c a t i o n s ' 

a p p r o v a l f r o m OCD a l s o ? 

A . No . 

Q. Or j u s t t h e i r a p p r o v a l ? 

A. No, i t ' s t h e i r a p p r o v a l . Now, I c a l l e d 

Tony F e r g u s o n a t t h e BLM, t o l d him what t h e s i t u a t i o n 

was h e r e , because o u r l e a s e was a c t u a l l y t a k e n o u t o f 

s u s p e n s i o n i n June when we r e c e i v e d t h e APD, w h i c h 

because o f t h e d a t e s -- and t h e y o u t l i n e i t i n t h e i r 

l e t t e r , my E x h i b i t 2, t h e way t h e d a t e s f a l l --

caused o u r l e a s e t o e x p i r e August 3 1 s t o f '94. 

I e x p l a i n e d t h e s i t u a t i o n t o him, t o l d him 

t h a t we have a September 1 s t h e a r i n g d a t e , so 

n a t u r a l l y we're n o t g o i n g t o be a b l e t o spud p r i o r t o 
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t h a t d a t e . And t h e y s a i d t h e y w o u l d work w i t h us and 

p u t t h e l e a s e back i n s u s p e n s i o n . And we t a l k e d 

a b o u t t h e f e d e r a l l e a s e e x p i r i n g O c t o b e r 1 s t o r 

September 3 0 t h o f '94, w h i c h w i l l c o r r e s p o n d w i t h t h e 

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

Q. So t h e s t a t e l e a s e --

A. Yeah, t h e r e s t o f t h e s o u t h h a l f o f 

S e c t i o n 4 i s a s t a t e l e a s e . 

Q. Does t h e s t a t e have s i m i l a r p r o v i s i o n s ? 

A. The s t a t e l e a s e , you c a n n o t g e t a s t a t e 

l e a s e suspended. You have t o spud --

Q. You d o n ' t have a w e l l spudded, you've 

l o s t ; i s t h a t r i g h t ? 

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

EXAMINER MORROW: Thank y o u , s i r . 

MR. BRUCE: Mr. Examiner, I'm c a l l i n g 

D a r r e l l R o b e r t s t o t h e s t a n d . I f we c o u l d have t h e 

r e c o r d r e f l e c t t h a t he was p r e v i o u s l y sworn and 

p r e v i o u s l y q u a l i f i e d as an e x p e r t d r i l l i n g e n g i n e e r . 

DARRELL ROBERTS, 

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

sworn upon h i s o a t h , was examined and t e s t i f i e d as 

f o 1 l o w s : 

EXAMINATION 

BY MR. BRUCE: 
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Q. Mr. R o b e r t s , were you r e s p o n s i b l e f o r 

f i l i n g an APD f o r a p p r o v a l f o r t h i s w e l l ? 

A. Yes, I was. 

Q. Co u l d you d i s c u s s t h e sequence o f e v e n t s , 

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

f o r t h e w e l l l o c a t i o n ? And I ' l l f i r s t r e f e r you t o 

y o u r E x h i b i t No. 6. 

A. Okay. I ' l l j u s t go by as i t ' s l i s t e d on 

t h i s memo. On F e b r u a r y 2, 1994, we s t a k e d t h e w e l l 

a t 1,980 f e e t f r o m t h e s o u t h l i n e and 1,980 f e e t f r o m 

t h e e a s t l i n e o f S e c t i o n 4. And t h e n on F e b r u a r y t h e 

2 5 t h , we s u b m i t t e d o u r APD t o t h e BLM. 

Then on March t h e 1 7 t h o f 1994, I r e c e i v e d 

a c a l l f r o m K a t h l e e n Rohrbach. She s a i d t h a t she and 

a w i l d l i f e s p e c i a l i s t had been t o t h e l o c a t i o n , and 

t h a t o u r s t a k e d l o c a t i o n was t o o n e a r B u f f a l o Wallow 

o r p l a y a l a k e , and t h a t t h e r e was a l s o a r a p t o r ' s 

n e s t o r a b i r d o f p r e y ' s n e s t i n t h e m e s q u i t e t r e e s 

l o c a t e d w i t h i n t h e p l a y a , and t h a t she asked t h a t we 

move t h e l o c a t i o n t o 2,310 f r o m t h e s o u t h l i n e and 

1,800 f e e t f r o m t h e e a s t l i n e i n o r d e r t o a v o i d t h e 

p1aya. 

She a l s o asked t h a t we d e l a y t h e 

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

t h e r a p t o r s , t h e b i r d s had l e f t t h e b i r d n e s t . 
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Q. The b i r d s had f l o w n t h e n e s t ? 

A. R i g h t , h a t c h e d t h e i r young. On March t h e 

2 1 s t , we r e s t a k e d t h e w e l l a t 2,310 and 1,800 f e e t 

f r o m t h e e a s t l i n e . Then on A p r i l 2 4 t h , we s u b m i t t e d 

a s u n d r y n o t i c e t o move t h e u n o r t h o d o x l o c a t i o n . And 

t h e n on June t h e 2 3 r d , we r e c e i v e d an a p p r o v e d APD 

f r o m t h e BLM. 

Q. What i s E x h i b i t 7? 

A. E x h i b i t 7, t h e f i r s t page i s a p l a t o f o u r 

moved l o c a t i o n , t h e u n o r t h o d o x l o c a t i o n . The second 

page i s a t o p o map t h a t I ' v e h i g h l i g h t e d i n y e l l o w 

t h e p l a y a l a k e where we had i t s t a k e d o r i g i n a l l y . 

Q. And t h a t ' s what caused t h e s e v e r a l h u n d r e d 

f o o t move? 

A. Yeah. We moved i t 376 f e e t . And we moved 

i t up t h e r e , and you can see t h a t f r o m t h i s t o p o map 

a l s o , t h e r e ' s o t h e r p l a y a l a k e s i n t h a t a r e a . And 

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

s t a k i n g o f t h e w e l l . 

Q. And t h e n once you r e c e i v e d t h e BLM 

a p p r o v a l , because i t was u n o r t h o d o x a t t h e BLM's 

r e q u e s t , t h e n you had t o a p p l y t o t h e OCD f o r 

a p p r o v a l ? 

A. R i g h t , e x a c t l y . 

Q. And t h i s whole p r o c e d u r e has r e s u l t e d i n 
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t h e f a c t t h a t y o u ' r e now up a g a i n s t l e a s e e x p i r a t i o n 

d e a d l i n e s i n b o t h cases? 

A. T h a t ' s t r u e , as C u r t i s S m i t h t e s t i f i e d 

e a r l i e r . 

Q. I n y o u r o p i n i o n , i s t h e g r a n t i n g o f t h i s 

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

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

A. Yes. 

Q. And were E x h i b i t s 6 and 7 p r e p a r e d by you 

o r u n d e r y o u r d i r e c t i o n ? 

A. Yes, t h e y were. 

MR. BRUCE: Mr. Examiner, I move t h e 

a d m i s s i o n o f Santa Fe's E x h i b i t s 6 and 7. 

EXAMINER MORROW: 6 and 7 a r e a d m i t t e d . 

EXAMINATION 

BY MR. CARR: 

Q. Mr. R o b e r t s , you o r i g i n a l l y p r o p o s e d t h e 

w e l l a t t h e s t a n d a r d l o c a t i o n ; i s t h a t c o r r e c t ? 

A. Yes, we d i d . 

Q. You've had t o move i t f o r p l a y a l a k e ? 

A. Yes, s i r . 

Q. And a l s o because o f r a p t o r s n e s t i n g i n t h e 

a r e a ? 

A. Ye s, s i r . 

Q. D i d you s t i l l have t o move i t t o a v o i d t h e 
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r a p t o r s , o r i s t h a t s o m e t h i n g t h a t ' s o v e r because t h e 

n e s t i n g season i s o v e r w i t h ? 

A. No, because t h e r a p t o r s have l e f t t h e 

n e s t , t h e n t h a t ' s gone away. 

Q. When t h e l o c a t i o n was p r o p o s e d t o you, 

2,310 f r o m t h e s o u t h and 1,800 f r o m t h e e a s t l i n e , 

d i d you t a l k t o t h e Bureau o f Land Management a b o u t 

a l t e r n a t i v e l o c a t i o n s , o r d i d you j u s t a c c e p t t h a t 

p r o p o s a l ? 

A. No, I ' v e d i s c u s s e d d i f f e r e n t a l t e r n a t i v e s , 

and t h i s i s t h e o n l y one we c o u l d come up w i t h t h a t 

t h e y w o u l d a c c e p t . 

Q. They w e r e n ' t i n t e r e s t e d i n l e t t i n g you 

move i t e i t h e r t o t h e e a s t o r t o t h e west? 

A. No . 

Q. You were i n v o l v e d i n t h e p r e p a r a t i o n and 

f i l i n g o f t h e a d m i n i s t r a t i v e a p p l i c a t i o n , were you 

n o t ? 

A. Yes. 

Q. I n t h a t a p p l i c a t i o n , i t r e p r e s e n t s t h a t 

t h e s o u t h w e s t q u a r t e r o f t h e s o u t h e a s t q u a r t e r i s as 

p r o s p e c t i v e as t h e d r i l l s i t e . Are you aware o f 

t h a t ? 

A. No, I'm n o t . On t h e APD? 

Q. On t h e a p p l i c a t i o n f o r a d m i n i s t r a t i v e 
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a p p r o v a l t h a t was f i l e d by Mr. Bruce on J u l y 28, 

1994, p a r a g r a p h 6 r e a d s : "The p r i m a r y t a r g e t o f t h e 

w e l l i s t h e Morrow f o r m a t i o n . The Morrow f o r m a t i o n 

i n t h e s o u t h w e s t o f t h e s o u t h e a s t i s as p r o s p e c t i v e 

as t h e n o r t h w e s t o f t h e s o u t h e a s t . " Do you see t h a t ? 

A. Yes. I wasn't i n v o l v e d w i t h t h a t . I 

t h o u g h t you meant t h e APD. 

Q. Would you be t h e p e r s o n I w o u l d q u e s t i o n 

a b o u t w h e t h e r o r n o t t h a t 40 a c r e s i s as p r o s p e c t i v e 

as t h e r e a l s i t e ? 

A. No . 

Q. Who w o u l d I ask? 

A. P r o b a b l y D a v i d W h i t e . 

Q. T h a t ' s t h e p r o b l e m w i t h b e i n g t h e l a s t 

w i t n e s s , i s n ' t i t ? 

A. Pass t h e buck. 

Q. A l l r i g h t . D i d you c o n s i d e r o r e x p l o r e 

w i t h t h e Bureau o f Land Management l o c a t i n g t h i s w e l l 

a t any t i m e i n t h e s o u t h w e s t o f t h e s o u t h e a s t o f t h i s 

s e c t i o n ? 

A. S o u t h w e s t o f t h e s o u t h e a s t . No. We 

t a l k e d a b o u t t h e a r e a s t h a t we c o u l d p u t t h e w e l l 

i n . They've g o t t h e p i p e l i n e s and t h e f e n c e s and t h e 

p l a y a l a k e s t h a t a l l e n t e r e d i n t o t h e d e c i s i o n . 

Q. But you were a t a l l t i m e s p l a n n i n g t o 
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p l a c e t h e w e l l on t h e f e d e r a l l e a s e , were you n o t ? 

A. R i g h t . 

Q. I s i t f a i r t o say t h a t you d i d n ' t r e a l l y 

c o n s i d e r a l o c a t i o n i n t h e s o u t h w e s t o f t h e 

s o u t h e a s t ? 

A. For me, f r o m my s t a n d p o i n t , t h a t ' s t r u e . 

Q. Have you as an e n g i n e e r made a s t u d y o f 

t h e Morrow p r o d u c t i o n i n t h e area? 

A. No, I h a v e n ' t . 

Q. You d o n ' t know i f i t ' s b e t t e r t o t h e n o r t h 

o r t h e s o u t h o r a t a l l ? 

A. No. I'm a d r i l l i n g e n g i n e e r . 

Q. Do you know what t h e s t a n d a r d s e t b a c k s a r e 

t h a t a r e r e q u i r e d f o r w e l l s on a 32 0 - a c r e u n i t ? 

A. Yes. 

Q. What w o u l d t h e y be? 

A. 1,980 f r o m t h e ends and 660 f r o m t h e 

s i d e s . 

Q. So y o u ' r e p r o p o s i n g t o be 330 f r o m t h e 

s o u t h ; i s n ' t t h a t r i g h t ? 

A. Yes, s i r . 

Q. So y o u ' r e o n l y h a l f a s e t b a c k as r e q u i r e d 

by t h e s t a n d a r d r u l e s ? 

A. R i g h t . 

Q. And you have no o p i n i o n as t o t h e d r a i n a g e 
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o r any o f t h o s e a s p e c t s o f t h i s a p p l i c a t i o n ? 

A. No . 

Q. I f I u n d e r s t a n d y o u r t e s t i m o n y , i t i s t h a t 

i n t h e n o r t h h a l f o f t h e s o u t h e a s t q u a r t e r o f S e c t i o n 

4, t h i s i s t h e o n l y l o c a t i o n t h e BLM w o u l d a p p r o v e ? 

A. Ye s, s i r . 

MR. CARR: T h a t ' s a l l I have. Thank y o u , 

Mr. Morrow. 

EXAMINATION 

BY EXAMINER MORROW: 

Q. Do you know i f t h o s e r a p t o r s come back t o 

t h e same n e s t n e x t y e a r ? 

A. I d o n ' t know. 

EXAMINER MORROW: Thank y o u . 

THE WITNESS: I guess w e ' l l j u s t have t o 

b u i l d a new one. 

EXAMINER MORROW: I guess y o u ' l l have t o 

move t h e m e s q u i t e t r e e . 

DAVID WHITE, 

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

sworn upon h i s o a t h , was examined and t e s t i f i e d as 

f o i l o w s : 

EXAMINATION 

BY MR. BRUCE: 

Q. Would you p l e a s e s t a t e y o u r name f o r t h e 
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record. 

A. My name i s D a v i d W h i t e . 

Q. Who do you work f o r and i n what c a p a c i t y ? 

A. I am a s e n i o r p e t r o l e u m g e o l o g i s t w i t h 

S anta Fe Energy, r e s i d i n g i n M i d l a n d , Texas. 

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

D i v i s i o n ? 

A. Yes, I have. 

Q. And were y o u r c r e d e n t i a l s as an e x p e r t 

g e o l o g i s t a c c e p t e d as a m a t t e r o f r e c o r d ? 

A. Yes, t h e y were. 

Q. And a r e you f a m i l i a r w i t h t h e g e o l o g y 

i n v o l v e d i n t h i s case? 

A. Ye s, I am. 

Q. And t h i s i s y o u r p r o s p e c t ? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I t e n d e r Mr. 

W h i t e as an e x p e r t g e o l o g i s t . 

EXAMINER MORROW: We a c c e p t Mr. W h i t e . 

Q. (BY MR. BRUCE) Mr. W h i t e , w o u l d you r e f e r 

t o E x h i b i t 8 and d e s c r i b e t h e s t r u c t u r e i n t h i s a rea? 

A. E x h i b i t 8 i s a s t r u c t u r e map on t o p o f t h e 

Lower Morrow, w h i c h i s above o u r p r o s p e c t i v e zone. 

I t ' s a l s o a v e r y good marker f o r t h e a r e a . 

On t h i s map i s o u r p r o p o s e d l o c a t i o n . 
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T h a t ' s t h e r e d s q u a r e . I n r e d i s t h e c u m u l a t i v e 

p r o d u c t i o n f r o m t h e Morrow f r o m t h e w e l l s i n t h i s 

a r e a . 

The c o n t o u r s , as I s a i d , a r e on t h e Lower 

Morrow, and t h e y i n d i c a t e by my i n t e r p r e t a t i o n a 

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

n o r t h e a s t o f t h e s o u t h e a s t . 

Q. So i t m i g h t g i v e you a s l i g h t s t r u c t u r a l 

a d v a n t age ? 

A. Yes. 

Q. The r e ' s a l s o a c r o s s - s e c t i o n marked on 

t h i s map ? 

A. Yes, a l s o a c r o s s - s e c t i o n , A-A' , w h i c h i s 

E x h i b i t 9. 

Q. Okay, why d o n ' t you go back t o E x h i b i t 9. 

A. The n o r t h - s o u t h c r o s s - s e c t i o n . T h r o u g h 

t h e a r e a , i t comes f r o m a w e l l t o t h e s o u t h , t h r o u g h 

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

o r i g i n a l l y G e t t y B i l b r e y 4 Fed Com #1 W e l l , and t h e n 

on i n t o what i s known as t h e B i l b r e y f i e l d , and 

h i g h l i g h t e d i n y e l l o w i s t h e p r o s p e c t i v e sands, t h e E 

and F sands i n t h i s a r e a , M i d d l e Morrow sands. 

Q. Those a r e t h e two main sands y o u ' r e 

l o o k i n g a t ? 

A. Those a r e t h e two main sands. 
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Q. How abo u t moving on t o E x h i b i t 10 t h e n and 

d i s c u s s i n g t h e M i d d l e Morrow a l i t t l e b i t more i n 

d e t a i l ? 

A. E x h i b i t No. 10 i s a n e t sand map f o r t h e E 

and F sands. My i n t e r p r e t a t i o n a r e two d i s t r i b u t a r y 

f l u v i a l sands, c h a n n e l s . The sands have been 

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

n o r t h . Those two c h a n n e l s merged i n a p p r o x i m a t e l y 

S e c t i o n s 33 and 34. And by my i n t e r p r e t a t i o n , t h a t 

c h a n n e l p r o c e e d e d down t o t h e s o u t h , and as I 

i n t e r p r e t , t h e t h i c k e r p a r t o f t h a t c h a n n e l w i l l be 

i n o u r p r o s p e c t . 

I t ' s i m p o r t a n t i n t h i s a r e a t o be i n t h e 

t h i c k e r p a r t o f t h e c h a n n e l sands. Because o f t h e 

r i s k i n t h e Morrow, p a r t i c u l a r l y i n t h e M i d d l e 

Morrow, you t r y and be i n t h e t h i c k e s t and h o p e f u l l y 

t h e most p o r o u s p o r t i o n o f t h e c h a n n e l . 

Q. Are t h e Morrow c h a n n e l sands i n h e r e n t l y 

r i s k y ? 

A. I n h e r e n t l y r i s k y . 

Q. Why d i d you pr o p o s e a l o c a t i o n 1,980 f e e t 

f r o m t h e s o u t h and e a s t l i n e , p l e a s e . 

A. Two r e a s o n s . The f i r s t because I f e e l , 

and I b e l i e v e t h e g e o l o g y i n d i c a t e s , and t h e 

knowledge o f t h e Morrow i s t h a t , because o f t h e r i s k , 
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t h e f u r t h e r n o r t h I am, t h a t i s , t o w a r d s t h e b e t t e r 

p r o d u c t i o n , t h e b e t t e r o f f we a r e . So f o r o u r 320, 

t h e n o r t h e a s t p o r t i o n i s o u r b e s t l o c a t i o n . As you 

can see, as you go t o t h e w e s t , you l o s e t h i c k n e s s . 

I n a d d i t i o n , t h a t was a s t a n d a r d l o c a t i o n . 

Q. Mr. C a r r b r o u g h t s o m e t h i n g o u t a b o u t t h e 

a d m i n i s t r a t i v e a p p l i c a t i o n where I f i l e d a l e t t e r 

s t a t i n g t h a t t h e s o u t h w e s t q u a r t e r o f t h e s o u t h e a s t 

q u a r t e r was as p r o s p e c t i v e as t h e n o r t h w e s t q u a r t e r 

o f t h e s o u t h e a s t q u a r t e r . D i d I speak w i t h you 

b e f o r e f i l i n g and p r e p a r i n g t h a t l e t t e r ? 

A . No . 

Q. So pe r h a p s an a t t o r n e y g o t s o m e t h i n g wrong 

t h e r e ? 

A. Oh, I ' d n e v e r say t h a t . 

Q. Do you b e l i e v e t h a t t h e w e l l s h o u l d be 

l o c a t e d i n t h e n o r t h w e s t q u a r t e r o f t h e s o u t h e a s t 

q u a r t e r as opposed t o f u r t h e r s o u t h ? 

A. Yes. As you move t o w a r d s t h e s o u t h , you 

i n c r e a s e t h e r i s k . And i n o r d e r t o re d u c e t h a t r i s k , 

t h e f u r t h e r n o r t h we s t a y , t h e b e t t e r o u r o p p o r t u n i t y 

t o have an economic w e l l . 

Q. Why d o n ' t you move on t o y o u r E x h i b i t 1 1 , 

and maybe t h i s w i l l c l a r i f y t h a t p o i n t ? 

A. E x h i b i t 11 i s an i s o p a c h map o f t h e 
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p o r o s i t y g r e a t e r t h a n o r e q u a l t o 6 p e r c e n t i n t h e E 

and F zone. I t ' s my f e e l i n g and f r o m t h e e x p e r i e n c e 

p a r t i c u l a r l y i n t h i s a r e a and a t t h i s d e p t h , we're 

l o o k i n g a t d r i l l i n g a w e l l t o 15,200 f e e t , we're 

l o o k i n g a t an i n t e r v a l between 14-4 and 14-6, t h a t 

you need a t l e a s t 6 p e r c e n t p o r o s i t y t o -- I used 

t h a t as my p r o d u c t i v e i n t e r v a l . 

I n a d d i t i o n , a l l o f t h e w e l l s l a b e l e d i n 

r e d on t h i s map have p r o d u c e d o r a r e p r o d u c i n g f r o m 

t h e E and F i n t e r v a l . 

One o f t h e main r e a s o n s why we need t o be 

on t h e e a s t e r n s i d e o f o u r p r o r a t i o n u n i t i s t h e 

B i l b r e y w e l l , t h a t ' s t h e G e t t y , now Texaco w e l l as 

you see on t h e s t r u c t u r e where I have t h e c u m u l a t i v e 

p r o d u c t i o n . T hat w e l l o n l y made 100 m i l l i o n , whereas 

w e l l s t o t h e n o r t h have been c o n s i d e r a b l y b e t t e r 

p r o d u c e r s . 

Q. So even i f t h i n g s a r e , as you p u t them i n 

y o u r E x h i b i t s 10 and 1 1 , y o u ' r e s t i l l s t e p p i n g up 

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

A. We're s t e p p i n g up a p p r o x i m a t e l y a m i l e 

f r o m r e a s o n a b l e p r o d u c t i o n . 

Q. And so t h e f u r t h e r s o u t h you go, t h e more 

you i n c r e a s e t h e r i s k ? 

A. The more we i n c r e a s e t h e r i s k and t h e 
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p o t e n t i a l t h a t t h i s sand c o u l d have s h i f t e d more 

t o w a r d s t h e e a s t i n s t e a d o f n o r t h - s o u t h . 

Q. Are t h e r e any o t h e r p o t e n t i a l zones i n 

t h i s w e l l ? 

A. There i s p o t e n t i a l i n t h e A t o k a and 

p a r t i c u l a r l y p o t e n t i a l i n t h e D e l a w a r e . 

Q. Are t h e s e l i t t l e b l a c k d o t s t h e o i l w e l l s 

t o t h e s o u t h o f t h o s e p r i m a r i l y Delaware? 

A. The w e l l s , t h e l i t t l e b l a c k d o t s t o t h e 

s o u t h i s t h e L i v i n g s t o n Ridge East F i e l d , w h i c h i s a 

Delaware Upper B r u s h y Canyon F i e l d , y e s . 

Q. I f t h e D i v i s i o n g r a n t s a p p r o v a l o f t h i s 

w e l l l o c a t i o n , do you t h i n k any p e n a l t y s h o u l d be 

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

A. No, I d o n ' t . Our l o c a t i o n was d i c t a t e d by 

t h e BLM r a t h e r t h a n where we w o u l d have p r e f e r r e d t o 

d r i l l . We have e x p i r i n g l e a s e s , w h i c h p u t us i n 

j e o p a r d y , and as w e l l a p e n a l t y w o u l d u n d u l y and 

a d v e r s e l y , I b e l i e v e , a f f e c t o u r economics as f a r as 

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

Q. So a d d i n g a p e n a l t y w o u l d make a r i s k y 

w e l l t h a t much r i s k i e r ? 

A. E x a c t l y . 

Q. I t w o u l d be t o u g h t o g a i n management 

a p p r o v a l ? 
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A. Yes. 

Q. I n y o u r o p i n i o n , i s t h e g r a n t i n g o f Santa 

Fe's a p p l i c a t i o n i n t h e i n t e r e s t o f c o n s e r v a t i o n , t h e 

p r e v e n t i o n o f w a s t e , and t h e p r o t e c t i o n o f 

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

A. Yes. 

Q. Were E x h i b i t s 8 t h r o u g h 11 p r e p a r e d by you 

o r u n d e r y o u r d i r e c t i o n ? 

A. Yes, t h e y were. 

MR. BRUCE: Mr. Examiner, I move t h e 

a d m i s s i o n o f Santa Fe's E x h i b i t s 8 t h r o u g h 1 1 . 

EXAMINER MORROW: 8 t h r o u g h 11 a r e 

admi t t e d . 

EXAMINATION 

BY MR. CARR: 

Q. Mr. D i l l , i s t h a t r i g h t ? 

A. W h i t e . 

Q. Mr. W h i t e . Mr. Bruce does t h i s t o me; he 

changes names on me. I f I l o o k a t y o u r E x h i b i t No. 

8, y o u r f i r s t e x h i b i t , i f I u n d e r s t o o d y o u r t e s t i m o n y 

c o r r e c t l y , t h e r e i s no d i s p u t e i n t h i s case t h a t t h e 

b e t t e r Morrow p r o d u c t i o n -- t h e Morrow p r o d u c t i o n 

i m p r o v e s as you move t o t h e n o r t h f r o m t h e p r o p o s e d 

l o c a t i o n ? 

A. T h a t ' s c o r r e c t . 
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Q. And i f we get a couple of sections farther 

n o r t h , we g e t 5 Bcf w e l l s , and t h e r e ' s j u s t a 

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

as t h e y move t o w a r d t h e l o c a t i o n ? 

A. From t h e e n t i r e Morrow s e c t i o n , t h a t ' s 

c o r r e c t . 

Q. I f we go t o t h e c r o s s - s e c t i o n , t h e y e l l o w 

l i n e s a c r o s s t h e s e c t i o n b a s i c a l l y show t h a t t h e 

sands i n t h e Morrow e x t e n d f r o m t h e t r a c t s t o t h e 

n o r t h , and i f y o u r i n t e r p r e t a t i o n i s c o r r e c t , t h e y 

e x t e n d s o u t h and t h r o u g h y o u r p r o p o s e d l o c a t i o n ? 

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

Q. I f we go t o E x h i b i t No. 10, t h i s i s y o u r 

i s o p a c h map. I f I l o o k a t t h i s i s o p a c h map, i t l o o k s 

t o me l i k e t h e s o u t h w e s t o f t h e s o u t h e a s t i s as 

p r o s p e c t i v e , i f we use t h i s as a gauge, as t h e 

ac r e a g e u n d e r t h e d r i l l s i t e ; i s t h a t n o t c o r r e c t ? 

A. Assuming t h a t you have no changes, y e s . 

Q. And t h i s shows t h e g e n e r a l Morrow c h a n n e l s 

t h a t r u n t h r o u g h t h e a r e a g e n e r a l l y n o r t h - s o u t h o v e r 

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

A. As I i n t e r p r e t i t . 

Q. You t e s t i f i e d t h a t w i t h t h e Morrow, you 

r e a l l y d o n ' t know what you g e t , I guess, u n t i l you 

g e t t h e r e ; i t ' s a v e r y r i s k y , j u s t g e n e r a l l y a r i s k y 
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formation. Is that a f a i r characterization? 

A. I t ' s a r i s k y f o r m a t i o n ; however, i t can be 

v e r y p r o d u c t i v e . 

Q. And so w i t h t h e w e l l t h a t y o u ' r e 

p r o p o s i n g , y o u ' r e r e a l l y n o t g o i n g t o know how good a 

w e l l you have u n t i l you a c t u a l l y g e t t o t h e Morrow 

f o r m a t i o n and c o m p l e t e t h e r e ? 

A. No, r i g h t , you n e v e r do. 

Q. And i f you have a good w e l l i n t h e Morrow, 

i t ' s f a i r t o assume t h a t i t w o u l d i n f a c t d r a i n t h e 

320 a c r e s t h a t y o u ' r e g o i n g t o d e d i c a t e t o t h e w e l l ; 

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

A. H o p e f u l l y , y e s . 

Q. The w e l l a t y o u r l o c a t i o n i s 50 p e r c e n t 

c l o s e r t o t h e a c r e a g e i n t h e n o r t h h a l f o f S e c t i o n 4 

t h a n a l l o w e d by t h e r u l e s ; i s t h a t f a i r ? 

A. T h a t ' s t r u e . 

Q. By d o i n g t h a t , i s n ' t i t a l s o f a i r t o 

assume t h a t y o u ' r e e x t e n d i n g t h e d r a i n a g e a r e a t o t h e 

n o r t h by moving t h e w e l l t o t h e n o r t h ? 

A. P o s s i b l y , y e s , i t i s . 

Q. You r e a l l y won't know how much d r a i n a g e 

u n t i l you g e t y o u r w e l l done? 

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

Q. And so by g o i n g a t t h i s l o c a t i o n as 
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opposed to a standard location, in fact, you may 

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

t h e s e c t i o n t h a n a t t h e s t a n d a r d l o c a t i o n ? 

A. T h a t ' s p o s s i b l e . 

Q. A g a i n , i f I go t o E x h i b i t No. 1 1 , I guess 

i t ' s because t h e r e ' s no honor among t h i e v e s and 

l a w y e r s a r e j u s t l i k e t h a t , b u t i n d e f e n s e o f Mr. 

Bru c e , i f I l o o k a t t h i s e x h i b i t , t h e s o u t h w e s t o f 

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

c o r r e c t , i t does l o o k as p r o s p e c t i v e as t h e p r o p o s e d 

l o c a t i o n ? 

A. T h a t ' s t r u e . 

Q. Now, i f we t a l k a b o u t a p e n a l t y , you 

recommend no p e n a l t y because t h e l o c a t i o n was 

d i c t a t e d by t h e BLM? 

A. T h a t ' s one r e a s o n , y e s . 

Q. And as I u n d e r s t o o d p r i o r t e s t i m o n y , t h e r e 

was no e f f o r t t o l o c a t e t h i s anywhere o t h e r t h a n on 

t h i s f e d e r a l l e a s e t h a t ' s under t h i s Y a t e s f a r m o u t ; 

i s t h a t r i g h t ? 

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

Q. I f you had p r o p o s e d and l o c a t e d t h e w e l l 

i n t h e s o u t h w e s t o f t h e s o u t h e a s t , you w o u l d n ' t be 

e n c r o a c h i n g on acr e a g e t o t h e n o r t h ; i s n ' t t h a t 

r i g h t ? 
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A . T h a t ' s t r u e . 

Q. And no m a t t e r what t h e r e a s o n i s f o r t h e 

w e l l b e i n g o n l y 330 f r o m t h e l e a s e l i n e , i t i s c l o s e r 

and can d r a i n more f r o m t h e n o r t h because o f t h a t ; 

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

A. T h a t ' s t r u e . 

MR. CARR: T h a t ' s a l l I have. Thank you 

v e r y much. 

EXAMINATION 

BY EXAMINER MORROW: 

Q. Mr. W h i t e , t h e c u m u l a t i v e p r o d u c t i o n shown 

a r e n o t t i e d t o any d a t e s , c o m p l e t i o n d a t e s o r 

abandonments? T h a t ' s j u s t what happened t o make up 

t o t h a t now, o r how does t h a t t i e i n w i t h c o m p l e t i o n ? 

A. T h a t ' s what i s made up t o my most r e c e n t 

i n f o r m a t i o n I p u l l e d o f f o f D w i g h t ' s , w h i c h w o u l d 

have been A p r i l . 

Q. These w e l l s on t h e s o u t h , were t h e y 

c o m p l e t e d a b o u t t h e same t i m e as t h e w e l l s t o t h e 

n o r t h o r l a t e r o r sooner? 

A. No. The one w e l l t o t h e s o u t h i n S e c t i o n 

15, i s t h a t t h e one y o u ' r e r e f e r r i n g t o ? 

Q. Th e r e ' s one i n 34 and one i n 4, t h o s e two 

I gue s s. 

A. Th e r e ' s a c o u p l e o f t h i n g s . The w e l l i n 
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34, t h e w e l l i n t h e s o u t h h a l f o f 33 -- t h e w e l l i n 

34 was c o m p l e t e d j u s t a l i t t l e o v e r two y e a r s ago. 

I t ' s p r o d u c i n g o u t o f t h e E and F sand and t h e Lower 

Morrow o n l y . 

The two w e l l s i n 33, t h e s o u t h one w h i c h 

has no number by i t , i s a r e c e n t c o m p l e t i o n . The 

w e l l i n 33 was o r i g i n a l l y an E and F p r o d u c e r , b u t 

i t , as i n many o f t h e w e l l s i n t h e n o r t h e r n p a r t , t h e 

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

Upper Morrow sand. 

Many o f t h o s e w e l l s went i n t o c o m p e t i t i o n 

i n t h a t Upper Morrow sand, and t h e y c l o s e d o f f t h o s e 

l o w e r M i d d l e Morrow sands. 

Q. How about t h e w e l l i n S e c t i o n 4? 

A. The w e l l i n S e c t i o n 4 was o r i g i n a l l y 

c o m p l e t e d i n t h e E and F zone. I t o n l y made 100 

m i l l i o n . I t has, as you see on t h e n e t p o r o s i t y map, 

i t o n l y had 16 f e e t o f p o r o s i t y . I t has low p o r o s i t y 

and was a p p a r e n t l y , by i n t e r p r e t a t i o n , t o have been a 

low p e r m e a b i l i t y w e l l . I t was t h e n r e c o m p l e t e d t o 

t h e A t o k a . 

Q. E s s e n t i a l l y d e p l e t e d i n t h e E and F? 

A. Yes. 

Q. L e t ' s see, d i d you o r Mr. R o b e r t s say you 

l o o k e d a t a l o c a t i o n f u r t h e r s o u t h i n t h e n o r t h w e s t 
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o f t h e s o u t h e a s t on t h e f e d e r a l acreage? D i d you 

l o o k a t a n y t h i n g f u r t h e r s o u t h on t h a t f e d e r a l 

a c r e a g e ? 

A . Yes, t h e y d i d . 

MR. BRUCE: Mr. Examiner, t h e y had l o o k e d 

a t one 1,980, 1,980. 

EXAMINER MORROW: Yes, I remember t h a t 

one. That w o u l d have been on t h e f e d e r a l a c r e a g e . 

THE WITNESS: R i g h t . 

EXAMINER MORROW: That one was. 

THE WITNESS: That one i s where t h e s i n k 

h o l e i s o r t h e p l a y a l a k e . 

Q. (BY EXAMINER MORROW) I s t h e o p p o r t u n i t y 

t o p r o d u c e f r o m t h e Delaware based on t h e s e s p o t s t o 

t h e s o u t h o f y o u r l o c a t i o n , o r i s t h e r e some more 

Delawar e n e a r e r ? 

A. I t ' s based m a i n l y on t h e sands i n t h e 

L i v i n g s t o n Ridge East F i e l d down t o t h e s o u t h , 

a l t h o u g h t h e r e a r e shows i n t h e l o w e r p a r t o f t h e 

Delaware i n t h e w e l l s t o t h e n o r t h . That i s , i n 

w e l l s i n 33, 34, 28. 

Q. I n t h o s e Morrow w e l l s ? 

A. I n t h o s e Morrow w e l l s , y e s , s i r . 

Q. But t h e r e ' s no p r o d u c t i o n up t h e r e ? 

A. No. I t ' s a l l i n t h e Morrow. 
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EXAMINER MORROW: A l l r i g h t , t h a n k you 

s i r . I a p p r e c i a t e i t . 

MR. BRUCE: We have n o t h i n g f u r t h e r i n 

t h i s case, Mr. Examiner. 

EXAMINER MORROW: Okay. Thank y o u . 

MR. CARR: At t h i s t i m e I w o u l d c a l l Mr. 

T e r r y McCants. 

TERRY McCANTS, 

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

sworn upon h i s o a t h , was examined and t e s t i f i e d as 

f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. Mr. McCants, w o u l d you s t a t e y o u r name f o r 

t h e r e c o r d , p l e a s e . 

A. My name i s P r e s l e y McCants. 

Q. Where do you r e s i d e ? 

A. I l i v e a t 4205 R u s s e l l D r i v e , i n M i d l a n d , 

Texas. 

Q. By whom a r e you employed? 

A. I'm employed by Texaco. 

Q. What i s y o u r c u r r e n t p o s i t i o n w i t h Texaco? 

A. I'm a g e o l o g i s t f o r Texaco. 

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

D i v i s i o n ? 
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A. Yes, I have. 

Q. A t t h e t i m e o f t h a t t e s t i m o n y , were y o u r 

c r e d e n t i a l s as a p e t r o l e u m g e o l o g i s t a c c e p t e d and 

made a m a t t e r o f r e c o r d ? 

A. Yes, t h e y were. 

Q. Does y o u r g e o g r a p h i c a r e a o f 

r e s p o n s i b i l i t y w i t h Texaco i n c l u d e t h e a r e a w h i c h i s 

t h e s u b j e c t o f t h i s a p p l i c a t i o n ? 

A. Yes, i t doe s. 

Q. Are you f a m i l i a r w i t h t h e a p p l i c a t i o n 

f i l e d i n t h i s case by Santa Fe and t h e p r o p o s e d w e l l ? 

A. I a m . 

Q. Are you p r e p a r e d t o make c e r t a i n 

r e c o m m e n d a t i o n s t o t h e e x a m i n e r c o n c e r n i n g t h i s 

a p p l i c a t i o n ? 

A. Yes, I am. 

MR. CARR: Are t h e w i t n e s s ' s 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

EXAMINER MORROW: Yes. 

Q. (BY MR. CARR) Mr. McCants, w o u l d you j u s t 

b r i e f l y s t a t e what Texaco seeks i n t h i s case? 

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

by Santa Fe be d e n i e d . And i f t h e a p p l i c a t i o n i s 

a p p r o v e d , Texaco seeks a 50 p e r c e n t p r o d u c t i o n 

p e n a l t y down t h e p i p e l i n e . 
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Q. Mr. McCants, i f we go t o S e c t i o n 4, t h e 

s e c t i o n a t i s s u e i n t h i s case, who o p e r a t e s t h e n o r t h 

h a l f o f t h a t s e c t i o n ? 

A. Texaco i s o p e r a t o r o f t h e B i l b r e y u n i t , 

w h i c h t h e n o r t h h a l f o f S e c t i o n 4 i s i n c l u d e d i n . 

Q. And t h a t i s a w o r k i n g i n t e r e s t u n i t ? 

A. Yes, i t i s . 

Q. L e t ' s go t o y o u r E x h i b i t No. 1. C o u l d you 

i d e n t i f y t h a t f o r Mr. Morrow? 

A. E x h i b i t 1 i s a p h o t o c o p y o f a map t h a t I 

made i n e a r l y '93 and u p d a t e d a f t e r t h e d r i l l i n g o f 

t h e B i l b r e y 33 F e d e r a l No. 2, w h i c h i s i n t h e s o u t h 

h a l f o f 3 3. 

The map i s a s t r u c t u r e map on t o p o f t h e 

Morrow e l a s t i c s , and i t shows b a s i c a l l y r e g i o n a l d i p 

t o t h e s o u t h e a s t and a w e l l s p o t f o r Santa Fe w h i c h 

i s l o c a t e d 2,310 o f f t h e s o u t h l i n e and 1,800 f e e t 

o f f t h e e a s t l i n e . 

I t a l s o shows, t h e d a r k s p l o t c h e s a r e t h e 

Morrow p r o d u c e r s , and, as Mr. W h i t e t e s t i f i e d 

e a r l i e r , p r o d u c t i o n does i n c r e a s e s u b s t a n t i a l l y t o 

t h e n o r t h , t h e n o r t h h a l f o f 33, 32, and S e c t i o n 28. 

Q. B a s i c a l l y , we d o n ' t d i s a g r e e w i t h t h e 

p r e s e n t a t i o n o f Mr. White? 

A. No. We t h i n k t h a t ' s q u i t e a c c u r a t e . 
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Q. What c o n t r o l i s a v a i l a b l e t o any o f you 

who a r e t r y i n g t o map t h e Morrow i n S e c t i o n 4 and 

s o u t h o f t h e r e ? 

A. Of c o u r s e , t h e o b v i o u s c o n t r o l t o t h e 

n o r t h , b u t t o t h e s o u t h t h e c o n t r o l i s v e r y l i m i t e d . 

As shown on some o f t h e p r e v i o u s e x h i b i t s , s e v e r a l 

m i l e s away i s t h e n e a r e s t p o i n t o f c o n t r o l . 

Some o f t h e sands i n Boot Leg Ri d g e , 

s e v e r a l s e c t i o n s s o u t h , do appear t o show 

s t r a t i g r a p h i c a l l y e q u i v a l e n t sands i n t h e Morrow t o 

t h e B i l b r e y , t h e M i d d l e Morrow and t h e B i l b r e y pay. 

So i t i s p o s s i b l e t h a t a d d i t i o n a l sands c o u l d be 

e n c o u n t e r e d a t t h e i r u n o r t h o d o x l o c a t i o n . 

Q. I f , i n f a c t , t h e w e l l i s d r i l l e d a t t h e i r 

p r o p o s e d l o c a t i o n , and t h e y have a good Morrow 

p r o d u c e r , what i m p a c t c o u l d t h i s have on t h e Texaco-

o p e r a t e d p r o p e r t y i n t h e n o r t h h a l f o f S e c t i o n 4? 

A. There w o u l d be s u b s t a n t i a l d r a i n a g e i n t h e 

n o r t h h a l f o f S e c t i o n 4. 

Q. What does Texaco t h e n recommend? 

A. We recommend t h a t t h e a p p l i c a t i o n be 

d e n i e d . I t does appear t h a t a l e g a l l o c a t i o n c o u l d 

be p u r s u e d i n t h e s o u t h w e s t o f t h e s o u t h e a s t q u a r t e r 

s e c t i o n , S e c t i o n 4. 

Q. I f t h e a p p l i c a t i o n i s g r a n t e d , what do you 
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r e commend? 

A. We recommend t h a t a 50 p e r c e n t p r o d u c t i o n 

p e n a l t y be a s s e s s e d , based on t h e w e l l ' s a b i l i t y t o 

p r o d u c e down a p i p e l i n e . B a s i c a l l y , t h e p e n a l t y 

w o u l d r e f l e c t t h e d r i l l i n g o f t h e w e l l 50 p e r c e n t t o o 

c l o s e t o t h e u n i t b o u n d a r y . 

Q. Due t o t h e n a t u r e o f t h e Morrow, as 

d i s c u s s e d by Mr. W h i t e , w o u l d any o t h e r f a c t o r , i n 

y o u r o p i n i o n , be an a p p r o p r i a t e way t o impose a 

p e n a l t y on a Morrow w e l l a t an u n o r t h o d o x l o c a t i o n 

p r i o r t o i t b e i n g d r i l l e d ? 

A. Based on t h e u n p r e d i c t a b i l i t y o f t h e 

Morrow and t h e l i m i t e d c o n t r o l t o t h e s o u t h , I see 

any o t h e r means f o r a s s e s s i n g a p e n a l t y w o u l d be 

s p e c u l a t i v e . 

Q. I f t h e p e n a l t y i m p a c t s t h e economics o f 

t h e w e l l , based on y o u r u n d e r s t a n d i n g o f t h e 

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

a v a i l a b l e t o Santa Fe t h a t t h e y c o u l d t h e n move t h e i r 

w e l l t o ? 

A. I b e l i e v e a t t h i s p o i n t t h e r e w o u l d be one 

t o p u r s u e , y e s . 

Q. Was E x h i b i t No. 1 p r e p a r e d by you? 

A. Yes, i t was. 

MR. CARR: At t h i s t i m e , Mr. Morrow, we 
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1 move t h e a d m i s s i o n o f Texaco E x h i b i t 1. 

2 EXAMINER MORROW: E x h i b i t 1 i s a d m i t t e d . 

3 MR. CARR: That c o n c l u d e s my e x a m i n a t i o n 

4 o f t h i s w i t n e s s . 

5 EXAMINATION 

6 BY MR. BRUCE: 

7 Q. Mr. McCants, I t h i n k you s a i d you ag r e e 

8 t h a t t h e Morrow i s v e r y r i s k y ? 

9 A. Yes, i t i s . 

10 Q. And you t a l k e d a b o u t u n p r e d i c t a b i l i t y t o 

11 t h e s o u t h . T h ere's v e r y l i t t l e w e l l c o n t r o l down 

12 t h e r e , i s n ' t t h e r e ? 

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

14 Q. So t h e f u r t h e r s o u t h you move, t h e g r e a t e r 

15 t h e r i s k i s ? 

16 A. Based on t h e w e l l c o n t r o l t h a t we have, 

17 t h a t i s c o r r e c t . 

18 Q. You t a l k e d a b o u t d r a i n a g e . Have you 

19 p e r s o n a l l y c o n d u c t e d any Morrow d r a i n a g e s t u d i e s i n 

2 0 t h i s area? 

2 1 A. No, I have n o t . 

22 Q. What i s t h e name o f t h e Texaco w e l l i n t h e 

23 n o r t h h a l f o f S e c t i o n 4? 

24 A. I t ' s t h e F e d e r a l Com No. 1, G e t t y F e d e r a l 

2 5 Com No. 1. 
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Q. When was that well drilled? 

A. Oh, gee, I d o n ' t r e c a l l . 

Q. The 1980's? 

A. The 1980's v i n t a g e . 

Q. When d i d i t l a s t p r o d u c e ? 

A. Oh, gee. P r o b a b l y n o t o v e r t h e p a s t y e a r , 

i n t h e A t o k a . 

Q. Do you see Santa Fe's E x h i b i t 5, t h e 

l e t t e r f r o m t h e BLM t h a t s t a t e d i t h a d n ' t p r o d u c e d 

s i n c e March '91? 

A. Yeah, I h a d n ' t seen t h a t . That was s e n t 

t o a f i e l d e n g i n e e r , b u t I w o u l d n ' t a r g u e a g a i n s t 

t h a t f a c t , no. 

Q. Has Texaco done a n y t h i n g s i n c e March o f 

'91 t o b r i n g t h i s w e l l back on p r o d u c t i o n ? 

A. I s u b m i t t e d a w o r k o v e r r e q u e s t t o 

p e r f o r a t e t h e A t o k a t h a t t h e y were r e v i e w i n g p e n d i n g 

t h e d r i l l i n g o f o u r w e l l i n t h e s o u t h h a l f o f 33, 

h o p i n g t h a t maybe t h e A t o k a sands w o u l d t h i c k e n . 

They d i d n o t , and as f a r as I know, t h e y ' r e s t i l l 

k i n d o f w a f f l i n g w i t h t h a t , w h e t h e r t h e y want t o 

p u r s u e i t o r n o t . 

Q. So t o t h e b e s t o f y o u r k n o w l e d g e , i n t h e 

l a s t t h r e e and a h a l f y e a r s , no work has been done on 

t h e Fed Com No. 1 w e l l ? 
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A. That's correct. 

Q. One f i n a l q u e s t i o n . I f Texaco had a w e l l 

i n t h i s a r e a a s s e s s e d a 50 p e r c e n t p e n a l t y , w o u l d i t 

d r i l l t h e w e l l ? 

A. P r o b a b l y n o t . 

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

Mr. E x a m i n e r . 

EXAMINER MORROW: A l l r i g h t , s i r . 

EXAMINATION 

BY EXAMINER MORROW: 

Q. Mr. McCants, i f a p e n a l t y were imposed, 

you say down t h e p i p e l i n e , I assume t h a t ' s 

d e l i v e r a b i l i t y i n t o t h e p i p e l i n e . Would t h a t be on a 

one-day b a s i s o r 30 days, o r how w o u l d you p r o p o s e 

t h a t t h a t be c a l c u l a t e d ? 

A. I w o u l d say more t h a n a day and 30 days 

w o u l d be a c c e p t a b l e t o Texaco. 

Q. I f a p e n a l t y were imposed, w o u l d you 

pr o p o s e t h a t t h a t be a p e n a l t y a g a i n s t t h e i n i t i a l 

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

end o f t h e p e n a l t y , o r w o u l d you want t o keep on 

p e n a l i z i n g as t h e c a p a c i t y d e c l i n e d ? 

A. I w o u l d say t h a t h a l f o f t h e a b i l i t y o f 

t h e w e l l t o p r o d u c e . 

Q. I n i t i a l p r o d u c i n g c a p a c i t y ? 
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A. W e l l , as i t d e c l i n e d , t h e n I'm s u r e t h a t 

Texaco w o u l d be w i l l i n g t o --

Q. Forego t h a t ? 

A. Yeah. 

Q. Do you a l l have any p l a n s f o r Morrow 

d e v e l o p m e n t i n t h e n o r t h h a l f o f S e c t i o n 4, maybe t h e 

n o r t h e a s t q u a r t e r ? 

A. P r e s e n t l y , we d o n ' t , and t h a t w o u l d n o t 

say t h a t a t some p o i n t i n t i m e we w o u l d come back and 

d r i l l a w e l l t h e r e p e n d i n g some o f f s e t a c t i v i t y and 

see how w e l l o u r w e l l i n t h e s o u t h h a l f o f 33 

p e r f o r m s . That was c o m p l e t e d i n A p r i l o f t h i s y e a r . 

Q. But t h i s p e n a l t y y o u ' r e p r o p o s i n g w o u l d be 

a g a i n s t Morrow p r o d u c t i o n ; i s t h a t c o r r e c t ? 

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

Q. And you f e e l t h a t t h a t w o u l d be d e p l e t i n g 

y o u r Morrow r e s e r v e s , w h i c h you may o r may n o t d e c i d e 

t o d r i l l f o r ? 

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

EXAMINER MORROW: Does anybody have 

a n y t h i n g f u r t h e r ? 

MR. CARR: I ' d l i k e t o make a v e r y b r i e f 

s t a t e m e n t , w i t h y o u r p e r m i s s i o n . 

EXAMINER MORROW: A l l r i g h t . 

MR. CARR: Mr. Morrow, you have a case 
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before you today that talks about everything but 

r e a l l y t h e i s s u e b e f o r e you. We've t a l k e d a b o u t 

r a p t o r s , we've t a l k e d a b o u t s i n k h o l e s and r o a d s , b u t 

t h e q u e s t i o n b e f o r e you i s one o f d r a i n a g e and w e l l 

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

c o n c e p t s o f d r a i n a g e . T h e y ' r e d e s i g n e d t o keep 

p e o p l e f r o m e n c r o a c h i n g on t h e i r n e i g h b o r i n a way 

t h a t w i l l r e s u l t i n one p a r t y g a i n i n g an u n f a i r 

a d v a n t a g e on t h e o t h e r . 

Santa Fe i s b e f o r e you t o d a y , and t h e y 

have a p r o b l e m . The BLM say s , "You need t o d r i l l 

h e r e i f you a r e i n t h a t 4 0 - a c r e t r a c t , " b u t t h e r e i s 

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

a v a i l a b l e t o them t h a t t h e i r e x h i b i t s and t h e i r 

a t t o r n e y s say a r e e q u a l l y p r o s p e c t i v e . T h a t ' s t h e 

r e a s o n we ask you t o deny t h e a p p l i c a t i o n . 

I f you app r o v e t h e a p p l i c a t i o n , we're 

t a l k i n g a b o u t t h e Morrow. We're n o t g o i n g t o know 

what we have u n t i l we g e t t h e r e . T h e y ' r e 50 p e r c e n t 

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

good w e l l t h e r e , t h e y w i l l have g a i n e d a s u b s t a n t i a l 

a d v a n t a g e . The Morrow i s an u n u s u a l c h a r a c t e r , and 

t h e r e a r e a l o t o f ways we c o u l d t r y and c o n s t r u c t a 

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

know b e f o r e you spud t h e w e l l , and t h a t i s how much 
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t o o c l o s e t h e y a r e t o us. 

For t h a t r e a s o n , we've asked you t o do 

what t h e s t a t u t e a u t h o r i z e s you t o do, s e t a p e n a l t y 

t o o f f s e t t h e a d v a n t a g e t h e y a r e g a i n i n g on us as t h e 

o f f s e t i n g o p e r a t o r and impose a p e n a l t y on t h e i r 

w e l l , i f t h e y d r i l l t h i s l o c a t i o n , e q u a l t o 50 

p e r c e n t o f t h e a b i l i t y o f t h a t w e l l t o p r o d u c e i n t o 

t h e p i p e l i n e . 

MR. BRUCE: I ' l l be s h o r t a l s o , Mr. 

Examine r . Santa Fe wanted a s t a n d a r d l o c a t i o n . The 

BLM s a i d no. I t ' s d r i l l i n g a t as c l o s e t o a s t a n d a r d 

l o c a t i o n i n t h a t p a r t i c u l a r q u a r t e r - q u a r t e r s e c t i o n 

as t h e BLM w i l l a l l o w . And t h i s w h o le p r o c e d u r e a t 

t h e BLM caused t i m i n g p r o b l e m s . Now Santa Fe may be 

u n a b l e t o g e t an a p p r o v e d APD anywhere i n t h e u n i t 

b e f o r e t h e end o f September, and t h a t w i l l cause l o s s 

o f l e a s e s i f t h e w e l l s a r e n o t d r i l l e d and a 

s u b s t a n t i a l economic harm t o Santa Fe. 

As Mr. W h i t e s a i d , we s t i l l need t o d r i l l 

i n t h e n o r t h w e s t q u a r t e r o f t h e s o u t h e a s t q u a r t e r f o r 

g e o l o g i c r e a s o n s i n o r d e r t o l e s s e n t h e r i s k t o an 

a c c e p t a b l e l e v e l . E v e r y b o d y a g r e e s , t h e s e Morrow 

sands a r e i n h e r e n t l y r i s k y . 

Texaco has a remedy. They can go d r i l l a 

w e l l i n t h e n o r t h h a l f . I t has had a w e l l t h e r e f o r 
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y e a r s . I t has f a i l e d t o r e w o r k i t s e x i s t i n g w e l l f o r 

t h r e e and a h a l f y e a r s . F u r t h e r m o r e , Texaco seems t o 

be a d m i t t i n g i t w i l l o n l y d r i l l a w e l l i n t h e n o r t h 

h a l f i f Santa Fe i s s u c c e s s f u l i n t h e s o u t h h a l f . I 

d o n ' t t h i n k t h e r e ' s any i m p a i r m e n t o f c o r r e l a t i v e 

r i g h t s w h a t s o e v e r . Why d i d n ' t i t a c t y e a r s ago? 

We d o n ' t b e l i e v e t h e r e ' s any r e a s o n f o r a 

p e n a l t y . I f a n y t h i n g , Santa Fe w i l l h e l p p r o v e up 

Texaco's a c r e a g e i n t h e n o r t h h a l f o f S e c t i o n 4, and 

we r e q u e s t a p p r o v a l o f t h i s w e l l l o c a t i o n w i t h o u t 

p e n a l t y . Thank you. 

EXAMINER MORROW: Thank you. And I need 

t o ask one more q u e s t i o n o f Santa Fe. 

MR. BRUCE: Sure. 

EXAMINER MORROW: And I ' l l ask a l l t h r e e 

o f y o u , and whoever wants t o can answer. D i d you 

c o n s i d e r a d i r e c t i o n a l w e l l i n t h i s s i t u a t i o n as you 

d i d i n t h e p r e v i o u s case? 

MR. ROBERTS: No, s i r . 

MR. SMITH: No. 

EXAMINER MORROW: A n y t h i n g f u r t h e r ? 

Case 11079 w i l l be t a k e n u n d e r 

a d v i s e m e n t . W e ' l l a d j o u r n f o r t h e day. 
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