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

9:15 a.m.: 

EXAMINER CATANACH: C a l l t h i s hearing t o order 

t h i s morning f o r Docket Number 7-95. 

Let me c a l l the continuances f i r s t . 

(Thereupon, continued and dismissed cases were 

c a l l e d . ) 

EXAMINER CATANACH: At t h i s time we w i l l c a l l 

Case 11,190. 

MR. CARROLL: A p p l i c a t i o n of MYCO I n d u s t r i e s , 

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

EXAMINER CATANACH: Are the r e appearances i n t h i s 

case? 

MR. CARROLL: Yes, Mr. Examiner, I'm Ernest 

C a r r o l l of the A r t e s i a law f i r m of Losee, Carson, Haas and 

C a r r o l l , and I'm here today on behalf of MYCO I n d u s t r i e s , 

I n c . , and I w i l l have three witnesses. 

EXAMINER CATANACH: Any a d d i t i o n a l appearances? 

W i l l t he three witnesses please stand t o be sworn 

in? 

(Thereupon, the witnesses were sworn.) 

MR. ERNEST CARROLL: Mr. Examiner, I f i r s t c a l l 

Doug Hurl b u t t o the stand. 

Are you ready t o proceed? 

STEVEN T. 
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DOUGLAS W. HURLBUT. 

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

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

DIRECT EXAMINATION 

BY MR. ERNEST CARROLL: 

Q. Would you please s t a t e your name and residence 

f o r t he record, s i r ? 

A. Yes, my name i s Douglas W. Hur l b u t . I'm a 

r e s i d e n t of A r t e s i a , New Mexico. 

Q. And by whom are you employed? 

A. I'm employed by MYCO I n d u s t r i e s , I n c . 

Q. And i n what capacity? 

A. I'm a petroleum landman. 

Q. Mr. Hurlbut, have you had an occasion t o t e s t i f y 

previous t o t h i s date before the O i l Conservation D i v i s i o n 

as a petroleum landman and had your c r e d e n t i a l s accepted by 

them? 

A. Yes, they have been. 

MR. ERNEST CARROLL: I would tender Mr. Hurlb u t 

as an expert i n the f i e l d of petroleum landman. 

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

Q. (By Mr. Ernest C a r r o l l ) Mr. Hu r l b u t , are you 

f a m i l i a r w i t h t h i s A p p l i c a t i o n of MYCO I n d u s t r i e s f o r 

compulsory pooling? 

A. Yes, I am. 

STEVEN T. BRENNER, CCR 
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Q. You have prepared or — a t l e a s t under your 

s u p e r v i s i o n has been prepared c e r t a i n e x h i b i t s ; i s t h a t not 

true? 

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

Q. E x h i b i t Number 1, are you f a m i l i a r w i t h t h a t 

e x h i b i t ? 

A. Yes, I am. 

Q. Would you please i d e n t i f y f o r t he re c o r d what 

E x h i b i t Number 1 i s and then e x p l a i n i t t o t h e Examiner, 

s i r ? 

A. I t ' s a p l a t of a land map of Eddy County, New 

Mexico, and what's o u t l i n e d i n yellow i s the p r o r a t i o n 

u n i t , being the east h a l f of Section 22, Township 18 South, 

18 South, 29 East. 

Q. A l l r i g h t . And t h a t — The proposed p r o r a t i o n 

u n i t t h a t MYCO i s seeking t o compulsory pool i s o u t l i n e d i n 

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

A. Yes, i t i s . 

Q. I s the l o c a t i o n of the proposed w e l l marked on 

t h i s ? 

A. Yes, i t i s . 

Q. And how i s i t marked? 

A. I n red. 

Q. A l l r i g h t . 

A. And I be l i e v e t h a t l o c a t i o n i s 1980 from the 

STEVEN T. BRENNER, CCR 
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south l i n e and 660 from the east l i n e . 

Q. That i s a standard l o c a t i o n ? 

A. Yes, s i r . 

Q. A l l r i g h t . Now Mr. Hurlbut, have you prepared — 

Would you t u r n t o your E x h i b i t 2, I guess, and then — 

A. Right. 

Q. — t h a t i s an e x h i b i t of the ownership of the 

m i n e r a l r i g h t s under t h a t h a l f s e c t i o n ; i s t h a t c o r r e c t ? 

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

Q. Now, w i t h respect t o the group of i n d i v i d u a l s 

t h a t are l i s t e d here on E x h i b i t Number 2, I see t h a t t h e r e 

are a group of companies a t the t o p , of which MYCO leads 

the group, but there are a group — These are a l l MYCO- or 

Yates - r e l a t e d companies, are they not? 

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

Q. The next company t h a t i s l i s t e d i s Southland 

Royalty Company; i s t h a t correct? 

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

Q. They own a l i t t l e over 15 percent or almost 16 

percent? 

A. Correct. 

Q. Southland Royalty i s the only company t h a t MYCO 

i s a c t u a l l y seeking t o force-pool today; i s t h a t c o r r e c t ? 

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

Q. The other companies, Harvey E. Yates, Jalapeno 
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and Yates Energy, they have a l l signed o p e r a t i n g agreements 

w i t h MYCO? 

A. Right, they have signed o p e r a t i n g agreements and 

AFEs. 

Q. A l l r i g h t . Cibola Energy and the W i l l i a m P. 

Dooley Estate, they have a c t u a l l y farmed out t o t h e Yates 

group? 

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

Q. Now, w i t h respect t o the Southland Royalty 

i n t e r e s t , have you had contact w i t h Southland or some group 

r e p r e s e n t i n g Southland? 

A. Yes, I have. 

Q. Who have — Have you a c t u a l l y been i n contact 

w i t h Southland, or has i t been Meridian? 

A. Well, when you c a l l — I mean, they answer the 

phone, "Meridian O i l Company, I n c . " , but Southland i s p a r t 

of the Meridian, and when I've addressed some of my 

l e t t e r s , I've sent those d i r e c t l y t o Southland Royalty. 

But they're a t the same address, and they have the same 

people on s t a f f . 

Q. Right. You are s a t i s f i e d , though, i n your 

conversations t h a t you have been t a l k i n g t o the people t h a t 

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

A. Correct, c o r r e c t . 

Q. I n f a c t , you have prepared an e x h i b i t , E x h i b i t 3, 
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t h a t l i s t s very d e t a i l e d a number of — i n a d d i t i o n t o your 

l e t t e r - w r i t i n g campaign — t h a t l i s t s a l l of t h e contact 

t h a t you have had w i t h Southland Royalty concerning t h i s 

p r o j e c t ? 

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

Q. B a s i c a l l y what has been the p o s i t i o n t h a t 

Southland has taken w i t h respect t o t h e i r p a r t i c i p a t i o n 

w i t h MYCO i n d r i l l i n g t h i s well? 

A. Well, when I f i r s t contacted then and — by 

l e t t e r , of our e l e c t i o n t o d r i l l a w e l l , and I waited f o r a 

p e r i o d of time before I contacted them on the phone t o f i n d 

out what they would l i k e — what they were pl a n n i n g on 

doing. 

And they d i d a basic s t a l l t a c t i c f o r about a 

month or so, saying t h a t they were — they were r e v i e w i n g 

t h a t and they were going t o have a meeting, and — w i t h a l l 

t h e managers and they were going t o go through a l l of t h i s 

and decide what t o do. 

But they kept pushing t h a t down the road, u n t i l 

f i n a l l y they t o l d me t h a t they would l i k e t o j u s t work a 

swap or a tr a d e w i t h us on some acreage t h a t was owned by 

Yates Petroleum Corporation. 

And I t o l d them, w e l l , maybe we can do t h a t . So 

I t r i e d t o do a swap and a tr a d e deal, and t h a t d i d n ' t seem 

t o work. 

STEVEN T. 
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And so when I c a l l e d them and t o l d them t h a t t h a t 

was not going t o work, we couldn't do t h i s swap, you know, 

we'd s t i l l — we'd want them t o e i t h e r p a r t i c i p a t e or farm 

out, t h a t ' s when they t o l d me t h a t i f we d i d n ' t do the 

swap, they weren't going t o p a r t i c i p a t e or farm out. 

Q. Okay. They were aware you have had conversations 

concerning your f i l i n g the A p p l i c a t i o n t o f o r c e - p o o l , and 

they were aware of t h i s and they had acknowledged t h a t i n 

t h e i r o r a l conversations? 

A. Oh, sure, yes. 

Q. And i n a d d i t i o n , the formal n o t i c e s of sending 

out the n o t i c e s of the A p p l i c a t i o n i n compliance w i t h the 

Commission Rule 12 07 has been accomplished, has i t not? 

A. I b e l i e v e so. 

Q. And t h a t ' s E x h i b i t Number 4, i s i t not? 

A. Yes, i t i s . 

Q. A l l r i g h t . Now, E x h i b i t 5 i s some of the 

companies t h a t have j o i n e d i n . They have signed waivers 

w i t h respect t o appearances a t the hearing, have they not? 

A. Yes, they have. 

Q. And E x h i b i t 5 contains f o u r waivers, does i t ? 

From Cibola, Jalapeno, Yates Energy and Harvey E. Yates? 

A. Right. 

Q. Now, you have advised t h a t a l l of the other — 

except f o r the two companies or i n t e r e s t s t h a t have farmed 

STEVEN T. BRENNER, CCR 
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out t o the Yates e n t i t i e s , the r e s t of the p a r t i e s have 

signed an o p e r a t i n g agreement; i s t h a t c o r r e c t ? 

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

Q. The operating agreement t h a t has been signed and 

entered i n t o by a l l of these other p a r t i e s on E x h i b i t 2, 

what i s the overhead r a t e s contained i n t h a t j o i n t 

o p e r a t i n g agreement? 

A. $5400 f o r a producing w e l l r a t e and $540 — I'm 

s o r r y , $5400 f o r a d r i l l i n g w e l l r a t e and $540 f o r a 

producing w e l l r a t e . 

Q. To your i n f o r m a t i o n , t h a t i s the standard r a t e i n 

t h i s area, i s i t not? 

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

Q. Now w i t h respect t o the o p e r a t i n g agreement t h a t 

has been signed by a l l these p a r t i e s , what p e n a l t y r a t e s 

d i d they agree to? 

A. Well, we have i n the JOA r i g h t now 200- and 500-

percent nonconsents. 

Q. I see. That i s — The 500 i s i n excess of what 

the State s t a t u t e allows i n compulsory pooling? 

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

Q. But the p a r t i e s t h a t have v o l u n t a r i l y signed and 

entered i n t o t h i s agreement have a t l e a s t agreed among 

themselves t h a t the nature of t h i s k i n d o f w e l l and 

o p e r a t i o n a t l e a s t j u s t i f i e s a heavy pe n a l t y , such as the 

STEVEN T. BRENNER, CCR 
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500 t h a t they have — 

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

Q. Now, Mr. Hurlbut, the E x h i b i t s 1 through 5, they 

were e i t h e r prepared by y o u r s e l f or under your s u p e r v i s i o n , 

and you can vouch f o r t h e i r accuracy, can you not? 

A. Oh, yes, s i r . 

MR. ERNEST CARROLL: Mr. Examiner, I would move 

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

EXAMINER CATANACH: E x h i b i t s 1 through 5 w i l l be 

admitted as evidence. 

EXAMINER CATANACH: I would have no f u r t h e r 

questions of t h i s witness a t t h i s time. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Just a couple of questions I have. 

Do you a n t i c i p a t e Southland subsequently j o i n i n g 

i n t he w e l l a f t e r t h i s hearing? 

A. I r e a l l y don't know. I r e a l l y — I don't have 

any idea. 

Q. And they were o f f e r e d an e l e c t i o n t o farm out or 

p a r t i c i p a t e — 

A. Yes, they were. 

Q. — i n the well? 

As f a r as you know, they d i d n ' t have any problems 

w i t h any of your terms? 

STEVEN T. BRENNER, CCR 
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A. They never d i d say. 

Q. Okay. 

A. They j u s t d i d n ' t — That's not what they wanted 

t o do. They j u s t wanted t o do — you know, they wanted t o 

do an acreage-swap t h i n g , which we — I t r i e d , and i t j u s t 

wasn't going t o work. 

EXAMINER CATANACH: Okay, I have n o t h i n g f u r t h e r 

of t he witness. 

MR. ERNEST CARROLL: We would next c a l l Leo 

Lammers t o the stand. 

LEO J. LAMMERS. 

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

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

DIRECT EXAMINATION 

BY MR. ERNEST CARROLL: 

Q. Mr. Lammers, would you s t a t e your f u l l name and 

where you reside? 

A. My name i s Leo J. Lammers. I r e s i d e a t 40 

Riv e r s i d e Drive, Roswell, New Mexico. 

Q. Mr. Lammers, what occupation are you pursuing a t 

the present time? 

A. I'm an independent c o n s u l t i n g g e o l o g i s t . 

Q. And as a c o n s u l t i n g g e o l o g i s t , do you a t the 

present time perform work f o r MYCO I n d u s t r i e s ? 

A. Yes, I do. 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

15 

Q. And w i t h respect t o the A p p l i c a t i o n t h a t i s 

p r e s e n t l y before the D i v i s i o n t h a t i s being heard by 

Examiner Catanach, are you f a m i l i a r w i t h t h a t A p p l i c a t i o n ? 

A. Yes, I am. 

Q. And have you t e s t i f i e d before t h i s date and had 

your c r e d e n t i a l s as a petroleum g e o l o g i s t accepted? 

A. Yes, I have. 

MR. ERNEST CARROLL: Mr. Catanach, I would tender 

Mr. Lammers as an expert i n the f i e l d of petroleum geology. 

EXAMINER CATANACH: Mr. Lammers i s so q u a l i f i e d . 

Q. (By Mr. Ernest C a r r o l l ) Now, Mr. Lammers, you 

have worked on t h i s A p p l i c a t i o n , or a t l e a s t the g e o l o g i c a l 

aspects, have you not? 

A. Yes. 

Q. And you have prepared c e r t a i n e x h i b i t s today? 

A. Yes. 

Q. The f i r s t e x h i b i t I b e l i e v e you have prepared i s 

E x h i b i t 6, i s i t not? 

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

Q. And E x h i b i t 6 b a s i c a l l y i s a synopsis of what you 

in t e n d t o present as testimony today? 

A. Yes. 

Q. A l l r i g h t . S i r , i f you would, I b e l i e v e you 

would l i k e t o make a b r i e f statement as t o the o v e r a l l 

nature of what your f i n d i n g s are w i t h respect t o t h i s 
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proposed A p p l i c a t i o n ? 

A. Yes, what I would l i k e t o do i s k i n d o f go 

through the e x h i b i t s and discuss the general nature of them 

a t the beginning, and then go i n t o two of them i n d e t a i l 

t h a t are c r i t i c a l t o the geology. 

Q. A l l r i g h t , i f you would proceed then. 

A. As mentioned, E x h i b i t Number 6 i s simply a 

geologic discussion which covers some of the data shown on 

the maps and also the numbers on some of the w e l l s . 

The next e x h i b i t i s E x h i b i t Number 7. I t i s 

simply a l o c a t i o n p l a t . I t shows the l o c a t i o n o f the 

proposed MYCO Reflex Federal Number 1. 

I t also shows a l l the surrounding w e l l s i n t h e 

sections o f f s e t t i n g Section 22. This includes many shallow 

Turkey Track w e l l s which produce from the Seven R i v e r s -

Queen-Grayburg. 

You w i l l note on t h i s e x h i b i t t he l o c a t i o n of the 

proposed MYCO Reflex. I t i s 1980 f e e t from the south l i n e 

and 660 f e e t from the east l i n e of Section 22, and 

approximately 11 miles southwest of Loco H i l l s . This 

represents an orthodox or standard l o c a t i o n f o r the 320-

acre p r o r a t i o n u n i t which i s colored i n yell o w , the east 

h a l f of 22. 

The proposed w e l l has got a p r o j e c t e d t o t a l depth 

of 11,600 f e e t i n the M i s s i s s i p p i a n . The primary o b j e c t i v e 
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i s t he Atoka sand, estimated a t about 10,710 f e e t . 

Secondary o b j e c t i v e s are the Cisco, Strawn and Morrow. 

E x h i b i t Number 8 i s the same scale as E x h i b i t 

Number 7, and E x h i b i t s 7, 8 and 9 w i l l a l l be on a scale 

of one inch equals 2 000 f e e t . You w i l l note on t h i s w e l l 

t h a t only the w e l l s t h a t went deeper than 10,000 f e e t are 

shown. 

E x h i b i t Number 9 i s on the same scale, but i t i s 

a s t r u c t u r e map drawn on top of the Atoka. 

And E x h i b i t Number 10 i s a c r o s s - s e c t i o n , going 

across the Turkey Track-Atoka f i e l d . The l o c a t i o n of t h i s 

c r o s s - s e c t i o n i s shown on E x h i b i t s 8 and 9. 

I f we could r e f e r back t o E x h i b i t Number 8 — and 

you may want t o l a y E x h i b i t Number 10 out, and these w i l l 

cover the most c r i t i c a l items p e r t a i n i n g t o the d r i l l i n g 

and the reason f o r d r i l l i n g t h i s w e l l . 

I mentioned t h a t on E x h i b i t Number 8 we show only 

the w e l l s deeper than 10,000 f e e t . Again, we have the 

l o c a t i o n of the Reflex Number 1 spotted i n Section 22. You 

w i l l note t h a t there i s no deep w e l l c o n t r o l t o t h e n o r t h 

and northeast of the proposed l o c a t i o n . That i s why the 

contours are dashed i n t h i s area. 

This isopach map represents the th i c k n e s s of the 

Atoka pay sand. I f you w i l l r e f e r t o the c r o s s - s e c t i o n , i t 

i s t he i n t e r v a l t h a t i s colored i n yellow, and t h e l o c a t i o n 
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of t h e cro s s - s e c t i o n running as A-A' and shown on E x h i b i t 

Number 8. 

You w i l l note t h a t we have a northeast-southwest 

t r e n d i n g Atoka sandbody. We have p r o j e c t e d the proposed 

w e l l t o encounter 22 f e e t of sand. I n t h i s area the Atoka 

represents beach or bar or of f s h o r e i s l a n d - t y p e sands. 

They g e n e r a l l y t r e n d i n a northeast-southwest d i r e c t i o n . 

They p a r a l l e l t he o l d Atoka s h o r e l i n e . 

The amount of sand — Or excuse me, t h e r e s e r v o i r 

sand i s u s u a l l y a f i n e , coarse-grain c l e a r quartz sand. 

The dryholes and w e l l s w i t h less sand shown on the o u t l i n e 

of t he sandbody are calcareous and t i g h t . 

The r i s k i nvolved, from a geologic s t a n d p o i n t , i s 

j u s t how f a r t o p r o j e c t the sand t o the north e a s t . From 

a — The sandbody has two producing w e l l s l o c a t e d i n i t . 

These are the Southland Royalty Empire A Number 1 i n t h e 

northwest quarter of Section 27. You w i l l note t h a t i t has 

28 f e e t of pay. And i f we go t o the c r o s s - s e c t i o n , i t i s 

Well Number 3, and you can see the l o g c h a r a c t e r i s t i c s , the 

p o r o s i t y and the thickness of the sand, and als o the 

p e r f o r a t e d i n t e r v a l a t 10,752 f e e t . This w e l l has produced 

an estimated 4.1 BCF since going on pr o d u c t i o n i n 1980. 

The w e l l south of t h i s , i n the southwest q u a r t e r 

of Section 27, the Empire Federal Com Number 1, i s l o c a t e d 

i n the southwest quarter of 27. I t has 12 f e e t o f Atoka 
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sand, and i t i s represented by Well Number 4 on the cross-

s e c t i o n . This w e l l was o r i g i n a l l y completed i n the Morrow, 

plugged back t o the Atoka, and i t has produced an estimated 

3.6 BCF since going on l i n e i n 1981. 

These w e l l s c u r r e n t l y produce a t an estimated 

r a t e of between 500 and 700 MCF per day. 

One can see t h a t these two w e l l s have — present 

considerable drainage t o t h i s Atoka sand pod. The 

estimated amount of drainage and remaining reserves w i l l be 

discussed i n the engineering testimony by Mr. Muncy. 

Q. Mr. Lammers, the proposed w e l l i s a c t u a l l y 

proposed t o d r i l l deeper than your primary o b j e c t i o n — 

o b j e c t i v e , excuse me. Do you f e e l i t i s a reasonable 

p r o p o s i t i o n t o d r i l l t h i s w e l l down and seek t o have f o r c e -

pooled the Morrow ob j e c t i v e ? 

A. Yes, i t i s reasonable t o d r i l l deeper, and most 

prudent operators would do so. And i f I could e l a b o r a t e on 

t h a t a l i t t l e b i t , I ' l l cover some of the secondary 

o b j e c t i v e s , and they are the Cisco, the Strawn and the 

Morrow. 

And t o get — We would have t o d r i l l about 800 

f e e t deeper t o t e s t the Morrow. The Morrow i n t h i s p a r t of 

Eddy County has been an e x c e l l e n t producer, but i n t h i s 

immediate area i t has been d i s a p p o i n t i n g , as I can 

i l l u s t r a t e by showing t h a t a l l f o u r logs — or a l l f o u r 
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w e l l s on cross-section A-A' d r i l l e d t o the Morrow, w e l l s 

Number 1 and 3 — the Southland 22 and the Southland Empire 

Federal A Number 1 i n 27, both t e s t e d dry i n the Morrow. 

The Well Number 4 i n the southwest q u a r t e r of Section 27, 

as I mentioned p r e v i o u s l y , d r i l l e d t o the Morrow, completed 

i n i t and on — produced only 12 3 m i l l i o n before they 

plugged back t o the Atoka. The MYCO East Turkey Track 

We l l , which i s Well Number 5 on the c r o s s - s e c t i o n , d r i l l e d 

t o t h e Morrow and p e r f o r a t e d i t , t e s t e d , and i t has l i m i t e d 

behind-pipe reserves i n i t . 

Also, w h i l e I'm on the c r o s s - s e c t i o n , you w i l l 

note t h a t both the Well Number 5 and Number 1 p e r f o r a t e d 

and t e s t e d the Atoka. Well Number 5, the Myco East Turkey 

Track, t e s t e d a small f l a r e of gas, and I gave i t about 

f o u r f e e t of sand, and I have i t mapped on the northeast 

f l a n k of the sandbody. 

The Southland Federal 22 Number 1, which I have 

mapped on the northwest f l a n k of the sandbody i n Section 

22, I gi v e s i x f e e t of sand. I t p e r f o r a t e d t h i s sand, 

produced only 7 m i l l i o n before i t was abandoned. 

Only one other w e l l i n t h i s area, what I would 

consider p a r t of t h i s same sandbody, produced from i t , and 

t h a t i s the w e l l i n the northeast of 28, the Yates 

Petroleum Dixon Number 1. I t has e i g h t f e e t of sand, as 

shown on my map, and i t produced only a s h o r t time and made 
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17 m i l l i o n from t h i s Atoka sand. 

One can see t h a t the l o c a t i o n c a r r i e s 

considerable geologic r i s k and also considerable drainage 

r i s k , and these f a c t o r s c e r t a i n l y must be taken i n t o 

c o n s i d e r a t i o n i n the f o r c e - p o o l i n g hearing. 

Q. Well, Mr. Lammers, i n connection w i t h t h a t 

statement, MYCO i s requesting t h a t the Commission [ s i c ] 

g r a n t the l a r g e s t possible penalty, t h a t being a 200-

percent penalty. Would you concur t h a t t h a t would be a 

reasonable penalty under the circumstances presented by 

your i n t e r p r e t a t i o n of the geology? 

A. Yes. 

Q. Mr. Lammers, do you have any other i n f o r m a t i o n 

t h a t you would l i k e t o discuss w i t h the Commission 

concerning your e x h i b i t s ? 

A. No, I be l i e v e t h a t ' s a l l . 

Q. Each of these e x h i b i t s , E x h i b i t s 6 through — 

A. Oh, could I — I d i d n ' t discuss E x h i b i t Number 9. 

I j u s t want t o make one b r i e f statement about t h a t — 

Q. A l l r i g h t . 

A. — I'm so r r y . 

E x h i b i t Number 9 i s a s t r u c t u r e map drawn on top 

of the Atoka sand. I t ' s drawn on the top of the yel l o w , as 

on the cr o s s - s e c t i o n , and t h i s simply — you w i l l n o t i c e , 

we have r e g i o n a l southeast d i p , and t h i s simply shows t h a t 
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t h i s t r a p i s a s t r a t i g r a p h i c t r a p , and s t r u c t u r e has l i t t l e 

or no bearing on i t s accumulation. 

And t h a t covers E x h i b i t 9. 

Q. A l l r i g h t . E x h i b i t s 6 through 10 were a l l 

prepared e i t h e r by y o u r s e l f or under your s u p e r v i s i o n ; i s 

t h a t c o r r e c t ? 

A. Correct. 

MR. ERNEST CARROLL: Mr. Examiner, I would move 

admission of MYCO1s E x h i b i t s 6 through 10. 

EXAMINER CATANACH: E x h i b i t s 6 through 10 w i l l be 

admitted as evidence. 

MR. ERNEST CARROLL: And I would pass t h e witness 

a t t h i s time. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Lammers, the w e l l i s going t o be d r i l l e d t o 

the base of the Morrow; i s t h a t c o r r e c t ? 

A. We're going i n t o the M i s s i s s i p p i a n — upper 

M i s s i s s i p p i a n , Chester, probably, go through what we c a l l 

the A u s t i n c y c l e . 

Q. I n t o the M i s s i s s i p p i a n . How f a r below the base 

of the Morrow i s t h a t — w i l l you be going? 

A. Probably about 300 f e e t . I t w i l l vary, because 

t h a t ' s an e r o s i o n a l surface. 

Q. For what purpose are you d r i l l i n g i n t o t he 
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M i s s i s s i p p i a n ? 

A. We l i k e t o go t o t h a t t o get, number, one, a good 

marker bed, so we know f o r sure we're through the Morrow. 

And number two, we l i k e t o map the thickness of t h a t 

B a r n e t t or A u s t i n cycle. 

Q. I s the r e a p o s s i b i l i t y of a completion i n t he 

Mississippian? 

A. No, I would say no completion. There are no 

M i s s i s s i p p i a n completions i n t h i s immediate area, and as — 

New Mexico g e n e r a l l y has very l i t t l e M i s s i s s i p p i a n 

p r o d u c t i o n . 

Q. Okay, I j u s t wanted t o make sure — I mean, i f 

the A p p l i c a t i o n i s p o o l i n g the top of the Cisco t o the base 

of the Morrow — 

MR. ERNEST CARROLL: That's r i g h t . 

Q. (By Examiner Catanach) Have you mapped t h e 

Morrow sand i n t h i s p r o r a t i o n u n i t ? 

A. Yes, I have. 

Q. What's your opini o n of the p o t e n t i a l of the 

Morrow? 

A. I t has b a s i c a l l y f o u r o f f s e t t i n g dryholes, but i n 

t h i s area the Morrow trends i n north-south or northwest-

southeast channels, narrow, so i t ' s q u i t e p o s s i b l e t h a t a 

Morrow channel could go through t h i s area, and t h a t would 

be a prudent reason f o r going t o i t . 
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And j u s t t o the south, i n 19-29, t h e r e are some 

e x c e l l e n t Morrow w e l l s . And i f you p r o j e c t those channels 

t o t he n o r t h , they would — they have t o go somewhere i n 

t h i s area. 

Q. How f a r away are those wells? 

A. Just three or fou r miles. They would be i n 

Sections 2 and 1 of 19-29. There's some Southland w e l l s 

down t h e r e . 

There i s one good Morrow producer. The w e l l i n 

21 i s an e x c e l l e n t Morrow w e l l . I t ' s made about 2 BCF. 

The Southland 21 Federal, I b e l i e v e i t i s , has made — I t ' s 

going t o — has made about 2.6 BCF, I b e l i e v e . There are 

some good Morrow w e l l s i n t h i s area. 

The Trigg-Jennings Number 1 i n the south h a l f of 

28 has made 2.5 BCF. The Empire Federal A Number 1 i n 21 

t h a t I was t a l k i n g about has made about .4 BCF from the 

Morrow. 

Q. Okay, the w e l l i n the west h a l f of Section 22, I 

b e l i e v e t h a t ' s the Empire Federal 22? 

A. Yes. 

Q. I n your o p i n i o n , t h a t j u s t d i d n ' t encounter 

enough sand t o be a good well? 

A. Correct, and i f you w i l l — The gamma ray 

i n d i c a t e s , i f you w i l l look a t the gamma ray, i t ' s not near 

as clean, so i t ' s also t i g h t . I t probably has a l o t more 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

25 

f i n e s than the good w e l l s . 

Generally, there seems t o be l i k e a t e n - f o o t — 

you need t e n f e e t of sand c u t o f f . 

The — t o the southwest — or east t h e r e , we have 

another p o s s i b l e pod, and t h a t w e l l down i n Section 36 i s 

s t i l l producing from t h i s sand. I t hasn't... 

But I would say t h a t g e n e r a l l y t h a t sand i s too 

t h i n and t i g h t i n the Number 22. 

Q. You said you need a t l e a s t t e n f e e t . Do you have 

a p o r o s i t y c u t o f f ? 

A. No, I don't r e a l l y have a p o r o s i t y c u t o f f , but — 

you can see what — The average p o r o s i t y i n t h e best w e l l 

t h e r e i s probably 11 percent. 

I gave i t about — almost 28 f e e t a t 11 percent. 

I would not say t h a t I would use 11 percent as a c u t o f f 

though. 

I t h i n k the thickness of the sand i s — seems t o 

go hand i n hand w i t h improving r e s e r v o i r q u a l i t y , and I 

t h i n k t h a t i s — i f you get 22 f e e t of sand, you're 

probably going t o have 22 f e e t of p r e t t y good r e s e r v o i r 

sand. 

EXAMINER CATANACH: Okay, I have n o t h i n g f u r t h e r , 

Mr. C a r r o l l . 

MR. ERNEST CARROLL: We would then c a l l Nelson 

Muncy t o the stand. 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

NELSON MUNCY, 

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

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

DIRECT EXAMINATION 

BY MR. ERNEST CARROLL: 

Q. Would you please s t a t e your name and residence, 

s i r ? 

A. My name i s Nelson Muncy, and I r e s i d e i n A r t e s i a , 

New Mexico, a t 1910 Washington. 

Q. By whom are you employed? 

A. MYCO I n d u s t r i e s , Inc. 

Q. And i n what capacity? 

A. I am an engineer and the operations manager. 

Q. Mr. Muncy, have you had occasion t o t e s t i f y p r i o r 

t o t h i s date before the O i l Conservation D i v i s i o n and have 

your c r e d e n t i a l s as a petroleum engineer accepted? 

A. Yes, s i r . 

MR. ERNEST CARROLL: I would tender Mr. Muncy as 

an expert i n the f i e l d of petroleum engineering. 

EXAMINER CATANACH: Mr. Muncy i s so q u a l i f i e d . 

Q. (By Mr. Ernest C a r r o l l ) Now, Mr. Muncy, you are 

f a m i l i a r w i t h the A p p l i c a t i o n of MYCO I n d u s t r i e s f o r f o r c e -

p o o l i n g the east h a l f of Section 22, Township 18, Range 29? 

A. Yes, I am. 

Q. And f o r today you have prepared c e r t a i n e x h i b i t s , 
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have you not? 

A. Yes, I have. 

Q. And these are the e x h i b i t s t h a t are contained i n 

the c l e a r binder; i s t h a t co r r e c t ? 

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

Q. A l l r i g h t . I f you would, Mr. Muncy, begin w i t h 

your f i r s t e x h i b i t . I be l i e v e i t ' s E x h i b i t — I t i s 

hearing E x h i b i t Number 11; I be l i e v e i t may be your e x h i b i t 

number 1. Yours are numbered w i t h i n t he book n u m e r i c a l l y , 

beginning w i t h IA, but i f you would — each time as you 

r e f e r t o your e x h i b i t s , please s t a t e the Commission hearing 

E x h i b i t Number also. 

A. I w i l l do t h a t . 

Q. A l l r i g h t . I f you would s t a r t w i t h , then, 

Commission E x h i b i t Number 11 and e x p l a i n what t h a t i s ? 

A. Commission E x h i b i t Number 11 i s a summary of 

dis c u s s i o n p o i n t s t h a t I w i l l make here today. 

Q. A l l r i g h t . Would you t u r n t o E x h i b i t Number 12 

and would you e x p l a i n what t h a t i s ? 

A. E x h i b i t Number 12 i s MYCO's AFE t o d r i l l t he 

su b j e c t w e l l , the Reflex Federal Number 1, l o c a t e d 1980 

from the south and 660 f e e t from the east l i n e i n Section 

22, Township 18 South, Range 29 East, Eddy County, New 

Mexico. 

Q. Now, Mr. Muncy, the — Have you reviewed t h i s 
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p a r t i c u l a r AFE? 

A. Yes, s i r , I prepared the AFE and I have reviewed 

i t . 

Q. A l l r i g h t . With respect — This AFE p r o j e c t s a 

dryhole cost of $398,250 and a completed w e l l cost of 

$704,950. 

You have d r i l l e d — p a r t i c i p a t e d by v i r t u e of 

your employment i n w e l l s d r i l l e d t o the Morrow i n t h i s 

area, have you not? 

A. Yes, s i r , back i n 1990 MYCO d r i l l e d t he east 

Turkey Track Federal Com Number 1 i n Section 23, U n i t K, of 

18 South, 29 East. This w e l l i s located approximately one 

mi l e east of the proposed Reflex Federal Number 1, and I 

was the engineer i n charge of d r i l l i n g t h a t w e l l , and I 

also wrote t h a t AFE. 

Q. Do these amounts t h a t are depicted on E x h i b i t 

Number 12, do they i n your p r o f e s s i o n a l o p i n i o n represent a 

f a i r and accurate estimate of the cost of d r i l l i n g t h i s 

p a r t i c u l a r w ell? 

A. I n my opi n i o n , they c e r t a i n l y do. 

Q. A l l r i g h t . Would you t u r n t o E x h i b i t 13? What 

i s E x h i b i t 13? 

A. E x h i b i t 13 i n the transparent binder i s als o my 

e x h i b i t 2; the Case E x h i b i t would be E x h i b i t 13. 

This e x h i b i t i s comprised of the petroleum 
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i n f o r m a t i o n cards, the Dwigh t ' s Well Production H i s t o r i e s , 

and d e c l i n e curves s p e c i f i c a l l y f o r the two w e l l s producing 

from the Atoka sandbody i n question here today. 

We're t a l k i n g s p e c i f i c a l l y about the Southland 

Royalty Empire Federal Com Number 1 l o c a t e d i n U n i t K, 1980 

from the south and west i n 27 of 18-29, and the Southland 

Royalty A Federal Com Number 1 lo c a t e d i n U n i t C, 660 from 

the n o r t h and 1980 from the west i n Section 27. 

The w e l l located i n K, the Empire Federal Com 

Number 1, was spudded i n 12-29-79, d r i l l e d t o a TD of 

11,700 f e e t , and completed i n the Morrow February the 28th, 

1980. 

As Mr. Lammers p r e v i o u s l y p o i n t e d out, t h e Morrow 

was soon abandoned, i n 1980, a f t e r producing a mere 123 

m i l l i o n cubic f e e t of gas and some 1600 b a r r e l s of 

condensate. 

The w e l l was then recompleted i n the Atoka 

through p e r f s from 10,763 t o -773, and the f i r s t Atoka 

p r o d u c t i o n commenced i n 1981, of January. 

The cumulative Atoka p r o d u c t i o n through t h e 1993 

year was 3,437,441 MCF, which i s e q u i v a l e n t t o 3.44 BCF, 

i n c l u d i n g 25,000 b a r r e l s of condensate and about 900 

b a r r e l s of water. 

Production f o r the 1994 year on t h i s p a r t i c u l a r 

w e l l was not a v a i l a b l e commercially as r e c e n t l y as l a s t 
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week. The New Mexico O i l and Gas Engineering Production 

Records show t h i s w e l l t o be t e m p o r a r i l y abandoned as of 

the end of the 1993 year. 

I have estimated the 1994 pr o d u c t i o n from t h i s 

w e l l a t approximately 250,000 MCF of gas, a f t e r p e r s o n a l l y 

making two f i e l d inspections of the w e l l s i t e i n the past 

160 days and t a l k i n g w i t h t he pumper b r i e f l y on one 

occasion a t the w e l l s i t e . 

The second w e l l i n question i s the Southland 

Royalty Empire Federal A Number 1, l o c a t e d i n U n i t C. This 

w e l l was spudded May the 3rd, 1980, completed i n t h e Atoka 

the f o l l o w i n g J u l y the 7th, 1980, w i t h p e r f s from 10,752 t o 

-778. 

Cumulative production through the 1993 year was 

some 4,036,572 MCF of gas, or 4.04 BCF, i n c l u d i n g some 

34,000 b a r r e l s of condensate and less than 900 b a r r e l s of 

water. 

And again, w i t h t h i s p a r t i c u l a r w e l l , the 

pr o d u c t i o n f o r the 1994 year was not p u b l i c l y a v a i l a b l e , so 

I estimated the production a t 250,000 MCF of gas, again 

a f t e r making two v i s i t s t o the w e l l s i t e i n t h e past 160 

days and t a l k i n g t o the pumper. 

I f we combine the production from these two w e l l s 

i n t he Atoka, we come up w i t h some 7.47 BCF, almost 60,000 

b a r r e l s of condensate, and less than 12 00 b a r r e l s of water 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

31 

f o r the produc t i o n through the 1993 year. 

The h i s t o r i c a l GOR through the 1993 year was 

128,000 t o 1. 

Q. A l l r i g h t . E x h i b i t Number 14 i s merely a 

co m p i l a t i o n of the f i g u r e s t h a t you've j u s t t e s t i f i e d t o ; 

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

A. Yes, E x h i b i t 14 i s d i v i d e d i n t o — or i s my 

e x h i b i t 3 i n the c l e a r binder. 

I t ' s d i v i d e d i n t o t hree columns, and what I've 

done i s taken the reported h i s t o r i c a l p r o d u c t i o n through 

1993 f o r both w e l l s , added the estimated p r o d u c t i o n f o r 

1994 f o r both w e l l s , and then I've come up w i t h a t o t a l 

estimated production f o r both w e l l s and summed t h a t number 

through the 1994 year, t h a t t o t a l being 7.9 BCF of gas. 

Q. A l l r i g h t . Now, i t i s MYCO's i n t e n t i o n , or a t 

l e a s t hopes and i n t e n t i o n , t o d r i l l i n t o the same producing 

pool t h a t the Empire A f e d e r a l Com 1 C and the Empire 

Federal Com 1 K are i n ; i s t h a t c o r r e c t ? 

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

Q. That presents a r i s k t h a t these two w e l l s could 

have depleted or may have depleted t h a t r e s e r v o i r beyond 

economic l i m i t s , does i t not? 

A. I t c e r t a i n l y does. 

Q. And you have prepared e x h i b i t s now t o deal w i t h 

t h a t problem; i s t h a t correct? 
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A. That i s c o r r e c t . 

Q. And s p e c i f i c a l l y , I t h i n k your — i t would be 

E x h i b i t s 15 and 16 deal w i t h t h a t , do they not? 

A. Yes, i n the c l e a r binder they're e x h i b i t s 4 and 

5. 

Q. A l l r i g h t . Would you deal w i t h those E x h i b i t s 15 

and 16 and present t h a t i n f o r m a t i o n t o the Examiner? 

A. E x h i b i t 4 and 5 take the t a b u l a t e d y e a r l y 

wellhead s h u t - i n pressures as repo r t e d t o the NMOCD by 

Southland Royalty Company and t i e these wellhead s h u t - i n 

pressures t o the cumulative gas production from the f i r s t 

Atoka gas production from both of the w e l l s , and we do t h i s 

through September of 1993. I t ' s done f o r the Empire 

Federal Com Number 1 K and also the Empire Federal A Com 

Number 1, located i n Uni t C. 

I employed the I n t e g r i t y Consulting Petroleum 

Engineering Reservoir Tool K i t , Version 3, by Boone and 

Clegg, t o c a l c u l a t e bottomhole pressures from the r e p o r t e d 

surface pressures and c a l c u l a t e the c o m p r e s s i b i l i t y Z 

f a c t o r using a modified v e r s i o n of the Cullender-Smith 

technique. 

I f u r t h e r used the program t o c a l c u l a t e the 

remaining gas reserves f o r each w e l l as of 10-1-93 by 

d i v i d i n g the c a l c u l a t e d bottomhole pressures by t h e 

c o m p r e s s i b i l i t y Z f a c t o r p l o t t e d against cumulative 
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p r o d u c t i o n , y i e l d i n g a g r a p h i c a l r e p r e s e n t a t i o n of t h e 

m a t e r i a l balance c a l c u l a t i o n of the two w e l l s , i n other 

words, BHP over Z versus cum gas. 

My c a l c u l a t i o n s assumed an abandonment wellhead 

pressure of 100 p . s . i . g . 

I have confidence i n these c a l c u l a t i o n s and the 

data, because the pressure p r o d u c t i o n p o i n t s p l o t t e d on a 

coordinate scale f a l l on a s t r a i g h t l i n e , and t h a t would be 

shown by e x h i b i t s i n the c l e a r binder 6 and 7, which would 

be E x h i b i t s 17 and 18. 

The l i n e — We p l o t a s t r a i g h t l i n e w i t h t h e 

p o i n t s , and so t h i s t e l l s me t h a t I have confidence i n the 

c a l c u l a t i o n s , as I p r e v i o u s l y s a i d , and I f e e l comfortable 

t h a t there's no s i g n i f i c a n t water or condensate p r o d u c t i o n 

a f f e c t i n g the c a l c u l a t i o n s t h a t I made. 

Therefore, as of 1-1-95, the beginning of t h i s 

year, I c a l c u l a t e d the recoverable gas i n place f o r the 

Empire A Federal Com Number 1 C by t a k i n g the recoverable 

gas i n place as c a l c u l a t e d through 10-1-93, s u b t r a c t i n g 

from t h a t the a c t u a l production through September of 1993, 

the a c t u a l production through October and December o f 1993, 

and then the estimated production of the 1994 year t h a t I 

p r e v i o u s l y described as being 250,000 MCF. I come up w i t h 

a t o t a l recoverable gas i n place w i t h a 100 p . s . i . g . 

abandonment pressure f o r the Empire Federal A Com Number 1 
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C a t 1.43 BCF. 

I d i d the same t h i n g f o r the second w e l l , the 

Empire Federal Com Number I K , t o c a l c u l a t e the recoverable 

gas i n place as of 1-1-95. The number t h a t I made i n my 

c a l c u l a t i o n s , E x h i b i t 5, was some 5.2 BCF. I s u b t r a c t e d 

from t h a t the a c t u a l production as r e p o r t e d through 

September of 1993. I took the a c t u a l p r o d u c t i o n from 

October through December of 1993, subtracted t h a t , 

s u b t r a c t e d the estimated production f o r 1994 o f some 

250,000 MCF, and can estimate the gas-in-place recoverable 

w i t h the 100 p . s . i . g . wellhead abandonment pressure on 

1-1-95 f o r the Empire Federal Com 1 K a t 2.93 BCF. 

These c a l c u l a t i o n s suggest t o me t h a t the Atoka 

sandbody i n question, as of the f i r s t day of t h i s year, has 

been depleted approximately 75 percent. I n ot h e r words, my 

c a l c u l a t i o n s show t h a t only 25 percent of the recoverable 

gas i n place i s remaining. 

These c a l c u l a t i o n s show t h a t the recoverable gas 

i n place a t the end — or a t the beginning of 1-1-95, the 

end of the 1994 year, sums up t o 2.93 BCF w i t h an 

abandonment wellhead pressure of 100 p . s . i . g . 

Q. A l l r i g h t . Mr. Muncy, w i t h t h a t k i n d of reserves 

t h a t you t h i n k would be remaining — and l e t us suppose 

t h a t the proposed w e l l does h i t t h i s p o o l , i s a good 

producer — i s th e r e a chance t h a t based upon your 
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c a l c u l a t i o n of reserves, t h a t the Reflex would be an 

economic success, i . e . , has a chance t o produce s u f f i c i e n t 

reserves t h a t would j u s t i f y the d r i l l i n g of t h i s w e l l ? 

A. Yes, i n my opinion the 2.93 BCF t h a t I've 

c a l c u l a t e d remaining as of the beginning of t h i s year i n 

t h i s Atoka sandbody t h a t we've p r e v i o u s l y described w i l l 

be recovered i n p a r t by MYCO's proposed Reflex Federal 

Number 1. 

The geology, as p r e v i o u s l y presented by Mr. 

Lammers, and my r e s e r v o i r c a l c u l a t i o n s , suggest t h a t the 

proposed w e l l should penetrate the Atoka r e s e r v o i r and 

recover hydrocarbons. 

I would l i k e t o ca u t i o n t h a t t h e geology and the 

r e s e r v o i r engineering are not exact sciences, and t h e r e i s 

an i n h e r e n t r i s k associated w i t h d r i l l i n g t he proposed 

w e l l . 

I f we assume t h a t the two e x i s t i n g Southland 

Royalty w e l l s , as p r e v i o u s l y described, continue t o 

produce, I see no reason why t h a t MYCO w i l l not share i n 

the 2.9 3 BCF and recover a t l e a s t o n e - t h i r d of th e 

reserves. Therefore, I estimate t h a t Myco should be able 

t o recover .98 BCF of gas from the Atoka. 

Q. Mr. Muncy, your E x h i b i t 19 a c t u a l l y presents an 

economic a n a l y s i s of what you've j u s t been t e s t i f y i n g t o , 

does i t not? 
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A. I t does. E x h i b i t 19 f o r the case i s t h e e x h i b i t 

number 8 i n my binder. 

This i s an economical a n a l y s i s of the proposed 

w e l l . We used the David P. Cook program c a l l e d OGRE t o 

c a l c u l a t e the economics based upon the remaining reserves 

t h a t — or the reserves t h a t I have given th e Reflex 

Federal w e l l . 

I could s t a r t o f f by t a l k i n g about some of the 

parameters t h a t went i n t o the c a l c u l a t i o n f o r the economic 

a n a l y s i s . 

I took the h i s t o r i c a l GOR of 128,000 t o 1 t h a t we 

c a l c u l a t e d through the 1993 year, and p r o j e c t i n g t h a t 

forward t o the remaining reserves of some 2.93 BCF of gas, 

I would estimate t h a t the Atoka sandbody has recoverable 

condensate i n place of some 23,000 b a r r e l s . 

For the economic c a l c u l a t i o n s , I used a gas p r i c e 

of — or an o i l p r i c e , s t r i k e t h a t , an o i l p r i c e of $15. I 

used a gas p r i c e of $1.45 per MCF. The LOE was c a l c u l a t e d 

a t $798 per month, MYCO's working i n t e r e s t a t 30 percent, 

thrown against a 75-percent net revenue i n t e r e s t , which 

y i e l d s a 25-percent e f f e c t i v e NRI f o r MYCO. I used no 

p r i c e e s c a l a t i o n s or w o r k i n g - i n t e r e s t r e v e r s i o n s . 

The i n i t i a l gas r a t e was a t 23,000 MCF per month, 

using the 128,000-to-l GOR. I used an expo n e n t i a l d e c l i n e 

r a t e of 22 percent. The AFE cost, as we've p r e v i o u s l y 
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described, was $704,950. MYCO's 30-percent p r o r a t a share 

works out t o $211,485. I assumed a pr o d u c t i o n date of 

1-1-95, and these c a l c u l a t i o n s imply no r i s k f a c t o r s . 

Q. Now, Mr. Muncy, the r i s k s t h a t you have described 

here, the economic r i s k , do you f e e l t h a t t h i s i s a r i s k , 

though, t h a t a prudent operator would assume and d r i l l t h i s 

w e l l ? 

A. The economic r i s k s , e x c l u s i v e of the 15-percent 

i n t e r e s t i n question, yes. 

Q. And Mr. Muncy, the c a l c u l a t i o n s t h a t you have 

performed are based s o l e l y on the Atoka; you have not added 

anything or detra c t e d w i t h respect t o any of the secondary 

o b j e c t i v e s ? 

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

Q. So i f a secondary o b j e c t i v e were encountered, 

t h a t would a c t u a l l y improve the economics s u b s t a n t i a l l y , 

would i t not? 

A. Absolutely. 

Q. Now, Mr. Lammers expressed — Of course, t h i s 

w e l l i s t a r g e t e d t o the Morrow, a few hundred more f e e t 

below the primary o b j e c t i v e . Do you share Mr. Lammers' 

o p i n i o n t h a t t h i s w e l l should t e s t the Morrow formation? 

A. Absolutely. As a prudent operator, I t h i n k we 

would be f a i l i n g i n our d u t i e s as an operator not t o t e s t 

t h a t f o r m a t i o n . 
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Q. A l l r i g h t . And Mr. Muncy, w i t h respect t o the 

concerns t h a t t h i s Commission must always address, t h a t 

being the pre v e n t i o n of waste and the p r o t e c t i o n of 

c o r r e l a t i v e r i g h t s , do you f e e l t h a t the g r a n t i n g of t h i s 

A p p l i c a t i o n would i n f a c t f u r t h e r those o b l i g a t i o n s t o 

prevent waste and p r o t e c t c o r r e l a t i v e r i g h t s ? 

A. I c e r t a i n l y do. 

Q. I s the r e anything f u r t h e r t h a t you would l i k e t o 

comment w i t h respect t o your e x h i b i t s ? 

A. I n summary, the economic c a l c u l a t i o n s t h a t we 

made are, as we p r e v i o u s l y described, reasons t o d r i l l t he 

w e l l , but they do show t h a t there i s inh e r e n t r i s k . 

Q. Now, Mr. Muncy, the A p p l i c a t i o n — and Mr. 

Lammers' testimony has i n d i c a t e d t h a t MYCO i s seeking the 

maximum pen a l t y of 200 percent allowed by law. Do you 

concur, and would you recommend t h a t t o the Examiner? 

A. I would a b s o l u t e l y recommend those numbers. 

MR. ERNEST CARROLL: Mr. Examiner, I would move 

admission of MYCO's E x h i b i t s Number 11 through 19. 

EXAMINER CATANACH: E x h i b i t s 11 through 19 w i l l 

be admitted as evidence. 

MR. ERNEST CARROLL: I have no f u r t h e r questions. 

EXAMINER CATANACH: I have no questions of t h i s 

witness. He may be excused. 

I s t h e r e anything f u r t h e r , Mr. C a r r o l l ? 
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MR. ERNEST CARROLL: I have not h i n g f u r t h e r . 

EXAMINER CATANACH: There being n o t h i n g f u r t h e r , 

Case 11,190 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

10:10 a.m.) 

* * * 
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