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

8:22 a.m.: 

EXAMINER STOGNER: I w i l l now c a l l Case Number 

11,540. 

MR. CARROLL: A p p l i c a t i o n of Enron O i l and Gas 

Company f o r compulsory po o l i n g , Eddy County, New Mexico. 

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

MR. OWEN: Paul Owen w i t h the Campbell law f i r m 

i n Santa Fe, f o r Enron. 

MR. BRUCE: Mr. Examiner, Jim Bruce of the Hinkle 

law f i r m i n Santa Fe, representing Mewbourne O i l Company. 

I have no witnesses. 

EXAMINER STOGNER: Any other appearances? 

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n of 

the Santa Fe law f i r m of K e l l a h i n and K e l l a h i n , appearing 

on behalf of Marathon O i l Company. 

EXAMINER STOGNER: Mr. K e l l a h i n , do you have any 

witnesses? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: Any other appearances? 

How many witnesses do you have? 

MR. OWEN: I have two witnesses. 

EXAMINER STOGNER: W i l l the two witnesses please 

stand and be sworn a t t h i s time? 

(Thereupon, the witnesses were sworn.) 

STEVEN T. BRENNER, CCR 
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PATRICK J. TOWER, 

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. OWEN: 

Q. Please s t a t e your f u l l name and plcice of 

residence. 

A. My name i s P a t r i c k J. Tower. My place of 

residence i s Midland, Texas. 

Q. By whom are you employed? 

A. Enron O i l and Gas Company. 

Q. What do you do f o r Enron? 

A. I'm a petroleum landman. 

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

Di v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as a petroleum landman accepted and made a 

matter of record? 

A. Yes, they were. 

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

t h i s case on behalf of Enron? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h the s t a t u s of the lands i n 

the s u b j e c t area? 

STEVEN T. BRENNER, CCR 
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A. Yes, I am. 

MR. OWEN: Mr. Examiner, are the witness's 

q u a l i f i c a t i o n s acceptable? 

EXAMINER STOGNER: Any objections? 

MR. BRUCE: No. 

EXAMINER STOGNER: There being none, the witness 

i s so q u a l i f i e d . 

Q. (By Mr. Owen) Mr Tower, would you please 

b r i e f l y s t a t e what Enron seeks w i t h t h i s A p p l i c a t i o n ? 

A. Yes, Enron i s seeking an order p o o l i n g a l l 

mi n e r a l i n t e r e s t s — or a l l minerals from 5000 f e e t t o the 

base of the Morrow formation u n d e r l y i n g the south h a l f of 

Section 5, Township 18 South, Range 28 East, i n Eddy 

County, New Mexico, w i t h the south h a l f forming a standard 

320-acre p r o r a t i o n u n i t f o r a l l formations i n the pools 

developed on the 320-acre spacing, f o r the southeast 

q u a r t e r forming a standard 160-acre spacing and p r o r a t i o n 

u n i t f o r a l l formations or pools developed on 160-acre 

spacing, the south h a l f of the southeast q u a r t e r forming a 

standard 80-acre spacing and p r o r a t i o n u n i t f o r a l l 

formations or pools developed on 80-acre spacing, and the 

southwest quarter of the southeast q u a r t e r forming a 

standard 40-acre spacing and p r o r a t i o n u n i t f o r a l l 

formations and pools developed on 4 0 acres, the pooled u n i t 

t o be dedicated t o Enron's proposed Empire 5 State Com 

STEVEN T. BRENNER, CCR 
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Number 1 w e l l , which w i l l be d r i l l e d a t a standard l o c a t i o n 

807 f e e t from the south l i n e and 1992 f e e t from the east 

l i n e of the Section 5, w i t h i n the North I l l i n o i s Camp-

Morrow Gas Pool. 

Q. A l l r i g h t , Mr. Tower, l e t ' s go t o what i s marked 

as Enron's E x h i b i t Number 1. I t ' s a land map. Could you 

please review the land map f o r the Examiner? 

A. Yes, t h i s i s a p l a t o f f the Midland map d e p i c t i n g 

the lands i n question. Outlined i n red i s the 3 2 0-acre 

t r a c t mentioned f o r t h i s w e l l , w i t h the pi n k dot 

re p r e s e n t i n g the l o c a t i o n f o r the proposed Morrow t e s t , and 

then i d e n t i f y i n g the leasehold and w e l l s surrounding t h i s 

p r o p e r t y . 

Q. What's the primary o b j e c t i v e of the proposed 

we l l ? 

A. Again, i t ' s the Morrow formation i n the North 

I l l i n o i s Camp-Morrow Gas Pool. 

Q. A l l r i g h t , Mr. Tower, l e t ' s go t o Enron E x h i b i t 

Number 2. Would you please i d e n t i f y and review t h a t 

e x h i b i t ? 

A. E x h i b i t Number 2 i s a copy of the o p e r a t i n g 

agreement, E x h i b i t A, t h a t was sent t o a l l the p a r t i e s 

i n v o l v e d . This depicts the ownership of the p a r t i e s t h a t 

have a working i n t e r e s t i n t h i s proposed 32 0-acre Morrow 

t e s t . 
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I n a d d i t i o n , I w i l l p o i n t out, too, t h e r e are two 

a d d i t i o n a l p a r t i e s t h a t are not l i s t e d here, t h a t l i k e l y do 

not have any t i t l e , however there i s a t i t l e q u estion. We 

have t a l k e d t o those p a r t i e s , those two being Meridian 

and — I be l i e v e the other i s Oryx. However, we d i d not 

l i s t them. We d i d n o t i f y them i n the process, though. 

Q. Could t h a t have been ARCO? 

A. Oh, i n a d d i t i o n , i n a d d i t i o n , one c i d d i t i o n a l 

p a r t y i s ARCO Permian, and they come i n under a p r i v a t e 

agreement w i t h Amoco which we're not p r i v y t o . So the 

Amoco Production Company i n t e r e s t s may be shared, i s our 

understanding, however there's no l e g a l t i t l e or anything 

p u t t i n g t i t l e i n t o them, other than Amoco advised us they 

may be a pa r t n e r , and we have discussed i t w i t h ARCO and 

given them proper n o t i c e too. 

Q. What percentage of the ownership i n t h i s acreage 

have you been able t o get v o l u n t a r i l y committed t o the 

we l l ? 

A. C u r r e n t l y Enron has 37.5 percent working 

i n t e r e s t . We do have a d d i t i o n a l commitments where — 

however, the agreements have not been reached and they're 

s t i l l s u b j ect t o f i n a l n e g o t i a t i o n s a t which time those 

p a r t i e s w i l l be dismissed. However, we a n t i c i p a t e t h a t 

Enron's f i n a l working i n t e r e s t w i l l approximate 50 percent. 

Q. A l l r i g h t , Mr. Tower, l e t ' s go t o Enron E x h i b i t 

STEVEN T. BRENNER, CCR 
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Number 3, your AFE. Would you please review the t o t a l s f o r 

the Examiner? 

A. Yes, t h i s i s a cost estimate f o r a 10,550-foot 

Morrow t e s t as we've discussed. And as y o u ' l l note, the 

dryhole estimate i s $414,500, w i t h the t o t a l w e l l completed 

cost estimated t o be $751,000. 

Q. Are these costs i n l i n e w i t h the costs charged by 

other operators i n the area f o r s i m i l a r wells? 

A. Yes, they are. 

Q. Has Enron d r i l l e d other Morrow w e l l s i n t h i s 

area? 

A. Yes, we have. 

Q. Are these AFE costs i n l i n e w i t h the costs 

i n c u r r e d by Enron — 

A. Yes. 

Q. — i n d r i l l i n g those wells? 

A. Yes, they are. 

Q. What e f f o r t s have you made t o o b t a i n v o l u n t a r y 

j o i n d e r of a l l working i n t e r e s t owners and miner a l i n t e r e s t 

owners i n the proposed spacing u n i t s ? 

A. I f y o u ' l l r e f e r t o E x h i b i t Number 4, i t i s a — 

seve r a l l e t t e r s among the various p a r t i e s . I n a d d i t i o n t o 

t h i s , t h e r e have been numerous v e r b a l conversations w i t h 

a l l the p a r t i e s involved. 

However, i f y o u ' l l look a t E x h i b i t 4, the 
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o r i g i n a l w e l l proposal t o the p a r t i e s i n v o l v e d was sent t o 

the p a r t i e s on February 8th, 1996. Subsequent t o t h a t , 

there's a l e t t e r of A p r i l 11th, where the o p e r a t i n g 

agreement was sent also. We amended the w e l l l o c a t i o n due 

t o a shallow w e l l being located a t the spot we i n i t i a l l y 

p icked, so we had t o move i t s l i g h t l y , and we advised the 

p a r t i e s . 

Subsequent t o t h a t , y o u ' l l see a l e t t e r dated 

March 12th from P h i l l i p s Petroleum Company. The m a j o r i t y 

of the p a r t i e s ' i n t e r e s t outside of Enron i s de r i v e d 

through a c o n t r a c t u a l working i n t e r e s t j o i n t o p e r a t i n g 

agreement t h a t covers 200 of the 320 acres i n our spacing 

u n i t , of which P h i l l i p s was the designated operator. They 

have supported Enron i n t r y i n g t o put together a new j o i n t 

o p e r a t i n g agreement, and they also sent n o t i c e t o the 

p a r t i e s towards t h i s end. 

I n a d d i t i o n , again, there have been — w i t h o u t 

i t e m i z i n g a l l the 20-some owners, there have — I can 

t e s t i f y , d i r e c t conversations w i t h every s i n g l e one, and 

numerous times, discussing the seeking of v o l u n t a r y 

j o i n d e r . 

Q. Mr. Tower, the f i r s t l e t t e r i n E x h i b i t Number 4, 

the February 8th l e t t e r , was t h a t sent t o every i n t e r e s t 

owner t h a t ' s r e f l e c t e d on E x h i b i t Number 2? 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. And have you attempted t o o b t a i n v o l u n t a r y 

j o i n d e r from every i n t e r e s t owner t h a t ' s r e f l e c t e d on 

E x h i b i t Number 2? 

A. Yes, we have. One t h i n g I w i l l p o i n t out i n the 

February 8th l e t t e r , i t ' s a very complicated t i t l e , and 

there's a d d i t i o n a l p a r t i e s l i s t e d i n the February 8th 

l e t t e r t h a t , as i t turned out, have no ownership i n the 

south h a l f . There was some questions as t o t h e i r 

assignments and t h e i r i n t e r e s t s . 

So a l o t of the p a r t i e s — we sent e x t r a n o t i c e 

t o p a r t i e s who r e a l l y are not invol v e d , and subsequent t o 

t h a t received t i t l e i n f o r m a t i o n t o confirm t h a t a l o t of 

these people have no cu r r e n t t i t l e . 

Q. I n your op i n i o n , has Enron made a g o o d - f a i t h 

e f f o r t t o lo c a t e and ob t a i n v o l u n t a r y j o i n d e r of a l l 

i n t e r e s t owners i n the proposed spacing u n i t s ? 

A. Yes, we have. 

Q. Have you made an estimate of the overhead and 

a d m i n i s t r a t i v e costs t o be i n c u r r e d w h i l e d r i l l i n g t he w e l l 

and also w h i l e producing the w e l l i f i t i s successful? 

A. Yes, we have, and those estimates would provide 

f o r a d r i l l i n g w e l l r a t e of $5800 and a producing w e l l r a t e 

of $580. 

Q. That's per month? 

A. Per month, yes. 

STEVEN T. BRENNER, CCR 
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Q. Are these costs i n l i n e w i t h the E rns t and Young 

1995 survey? 

A. Yes, they are. 

Q. Are these costs i n l i n e w i t h what i s being 

charged by other operators i n t h i s area? 

A. Yes. 

Q. Do you recommend t h a t these f i g u r e s be 

inc o r p o r a t e d i n t o the order which r e s u l t s from t h i s 

hearing? 

A. Yes, I do. 

Q. A l l r i g h t , Mr. Tower, l e t ' s go t o Enron E x h i b i t 

Number 5. I t ' s an a f f i d a v i t w i t h attached l e t t e r s 

c o n f i r m i n g t h a t n o t i c e of t h i s A p p l i c a t i o n has been 

provided i n accordance w i t h OCD r u l e s . 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. Was n o t i c e sent t o every record i n t e r e s t owner? 

A. Yes, i t was. 

Q. W i l l Enron c a l l a t e c h n i c a l witness t o t e s t i f y 

about the r i s k associated w i t h the proposed w e l l ? 

A. Yes, we w i l l . 

Q. Were Enron E x h i b i t s Numbers 1 through 5 prepared 

by you or compiled under your d i r e c t i o n ? 

A. Yes, they were. 

MR. OWEN: Mr. Examiner, I tender E x h i b i t s 1 

STEVEN T. BRENNER, CCR 
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through 5. 

EXAMINER STOGNER: Any objections? 

MR. KELLAHIN: No, s i r . 

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

admitted i n t o evidence. 

MR. OWEN: Thank you, Mr. Tower. 

EXAMINER STOGNER: Mr. Bruce, your witness. 

MR. BRUCE: No questions. 

EXAMINER STOGNER: Mr. Kellahin? 

MR. KELLAHIN: Just a couple p o i n t s of 

c l a r i f i c a t i o n , Mr. Examiner. 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Tower, i f you would t u r n t o E x h i b i t Number 1 

w i t h me, when we look a t the south h a l f of Section 5, i t 

appears on t h i s p l a t t o be subdivided, the various t r a c t s ? 

A. Yes. 

Q. The 37.5 percent Enron i n t e r e s t — 

A. Yes. 

Q. — i s t h a t s p e c i f i c a l l y d e r i v e d frcm a c e r t a i n 

lease w i t h i n the spacing u n i t area, or i s i t spread over 

the e n t i r e 320 acres? 

A. I t i s derived from a s p e c i f i c lease which covers 

the south h a l f of the southeast q u a r t e r , as w e l l as the 

northwest quarter of the southwest q u a r t e r . That 

STEVEN T. BRENNER, CCR 
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p a r t i c u l a r 12 0 acres i s owned 100 percent by Enron. The 

remaining 2 00 acres i s the c o n t r a c t u a l or the working 

i n t e r e s t c o n t r a c t among these other p a r t i e s . And then 

spread over the 320-acre new c o n t r a c t area under t h i s j o i n t 

o p e r a t i n g agreement of which E x h i b i t A was attached, i s how 

we d e r i v e d the 3 7.5-percent working i n t e r e s t . 

Q. So when I look At E x h i b i t 2 — 

A. Yes. 

Q. — paragraph 3, where you've itemized a l l the 

working i n t e r e s t owners from P h i l l i p s on down, those are 

the i n t e r e s t owners w i t h i n the 200-acre t r a c t ? 

A. No, these are the i n t e r e s t s over the 3 2 0-acre 

spacing u n i t . These are the p r o p o r t i o n a t e l y reduced 

i n t e r e s t s on the 320-acre basis. 

Q. As t o those companies and e n t i t i e s , though, they 

d e r i v e t h e i r i n t e r e s t s out of the 200 acres? 

A. Yes — Say t h a t again. I'm not sure I 

understand. 

Q. The l i s t of companies — 

A. Yes. 

Q. — i n d i v i d u a l s , they have no i n t e r e s t s i n your 

120-acre t r a c t ? 

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

Q. And so t h e i r i n t e r e s t i s d e r i v e d out of the 2 00-

acre t r a c t ? 

STEVEN T. BRENNER, CCR 
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A. This i s c o r r e c t . 

Q. And the percentage, then, i s c a l c u l a t e d i n terms 

of t h e i r share of the 320-acre spacing u n i t ? 

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

Q. Do you have any of these i n d i v i d u a l s or companies 

t h a t have c u r r e n t l y v o l u n t a r i l y committed t o t h e we l l ? 

A. We have several. That's a good p o i n t of 

c l a r i f i c a t i o n . Going down, a t t h i s p o i n t thcit have signed 

a l l the agreements and f u l l y committed, of course Enron. 

Let's see, Ken Perkins O i l and Gas, I n c . ; V i l a s P. Sheldon 

T r u s t ; Read and Stevens, Incorporated. And t h a t ' s a l l . 

Q. A l l r i g h t . 

A. There are several t h a t we a n t i c i p a t e w i l l and 

w i l l be dismissed i f they a c t u a l l y do, however none of the 

agreements are i n place. 

Q. As of today, though, the companies you've j u s t 

mentioned are the only ones t h a t are f u l l y committed and 

could be dropped from the pooling? 

A. That i s c o r r e c t , t h a t ' s a good p o i n t of 

c l a r i f i c a t i o n . 

MR. KELLAHIN: Thank you, Mr. Tower. 

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

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Tower, again, what was the 12 0 acres 
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i d e n t i f i e d by you t h a t Enron has? 

A. I t i s the south h a l f of the southeast q u a r t e r , 

t h a t p a r t i c u l a r 80-acre t r a c t , as w e l l as the. northwest 

q u a r t e r of the southwest quarter. 

Q. Now, the percentage t h a t you've shown f o r the 

others are — Let's go back t o t h a t . On E x h i b i t Number 2, 

Paragraph 3, the percentages shown are the percentages i n 

the 320 acres; i s t h a t correct? 

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

Q. Now, would t h a t percentage be d i f f e r e n t and 

v a r i e d f o r the other p r o r a t i o n u n i t s i n which you were 

proposing t o est a b l i s h ? 

A. Yes, i t would. We d i d n ' t i t emize them here, 

however, the w e l l - s i t e l o c a t i o n i s on the Enron t r a c t . 

The remaining — I f you were t o reduce i t t o 160 

acres, the a c t u a l record t i t l e or — or the c o n t r a c t u a l 

working i n t e r e s t i n the other 80, the n o r t h h a l f of the 

southeast q u a r t e r , i s derived by the c o n t r a c t u a l working 

i n t e r e s t owner besides Enron, as w e l l as a t one p a r t i c u l a r 

depth — I be l i e v e i t ' s 5000 t o approximately 8500 — two 

of these i n d i v i d u a l s own -- Marathon and OXY — or 

Marathon, excuse me — w i l l own 100 percent i n a c e r t a i n 

depth i n t e r v a l . 

But we've simply — I t involves a l l the p a r t i e s 

here. We've j u s t simply done i t on 320 t o s i m p l i f y i t . 
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But a l l the same p a r t i e s w i l l be inv o l v e d t o some ex t e n t . 

Q. Regardless of what s i z e the p r o r a t i o n u n i t i s ? 

A. With the exception — I f we d i d end up w i t h a 4 0-

acre — t h a t ' s a good p o i n t of c l a r i f i c a t i o n — i t would be 

s t r i c t l y Enron 100 percent. 

So a t t h a t p o i n t I guess i n t h i s e f f o r t , now, 

t h a t we're l o o k i n g a t i t , i t may not be needed f o r the 40 

acres. Everything else would i n v o l v e t h i s group t h a t we're 

d e a l i n g w i t h here. 

Q. Okay, how about the 80 acres? 

A. Eighty acres, depending on — Excuse me, i t would 

be the same t h i n g , I'm so r r y , the 40 and the 80 acres. 

Q. So t h a t ' s — 

A. That would be Enron 100 percent a t t h i s p o i n t . 

What we d i d — and I apologize t o the 

Commission — we went i n a n t i c i p a t i n g t h i s j o i n t o p e r a t i n g 

and a spreading on a 320 basis, which i s l i k e l y what w i l l 

happen w i t h the f i n a l outcome of t h i s w e l l , where everybody 

w i l l be spread per the c o n t r a c t , i f i t e v e n t u a l l y gets put 

i n place. 

However, f o r the po o l i n g , the 40 and 80 would 

f a l l s t r i c t l y on Enron as f a r as the po o l i n g a p p l i c a t i o n . 

Q. Okay. Now, you're seeking t o f o r c e - p o o l a l l 

m i n e r a l i n t e r e s t s on a depth of 5000 f e e t t o the base of 

the Morrow formation. 
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I s t h a t 5000 f e e t t i e d i n w i t h other agreements 

t h a t e x i s t ? 

A. The — At t h i s p o i n t , no. The agreement t h a t ' s 

i n place w i t h these other p a r t i e s s t a r t s a t the base of the 

Abo down through the Morrow. 

And as set out i n item number 2 of t h a t E x h i b i t 

Number 2, the depth from 5000 t o t h i s top of the Abo i s 

under no such c o n t r a c t , and t h a t i s p r i m a r i l y Marathon's 

i n t e r e s t as t o t h a t depth i n t e r v a l . 

However, none of these p a r t i e s are i n a c o n t r a c t 

t h a t I've named i n the fo r c e p o o l i n g w i t h Enron. This was 

a separate c o n t r a c t among those p a r t i c u l a r p a r t i e s . 

Q. But t h a t l e d — t h a t agreement that, you had 

discussed l e d t o the — How would you say? The 

c o n s t r i c t i o n of the force p o o l i n g , as opposed t o being from 

the surface down — 

A. Yes — 

Q. - - t o the base of the Morrow? 

A. — t h a t i s c o r r e c t . 

EXAMINER STOGNER: Okay. Any other questions of 

t h i s witness? 

MR. OWEN: Not a t t h i s time, Mr. Examiner. 

EXAMINER STOGNER: You may be excused. Thank 

you, Mr. Tower. 

MR. OWEN: Mr. Examiner, I c a l l Mr. Barry Zinz. 
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BARRY L. ZINZ, 

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. OWEN: 

Q. Please s t a t e your name and place of residence f o r 

the record. 

A. Barry L. Zinz — 

Q. And — 

A. — Midland, Texas. 

Q. And by whom are you employed? 

A. Enron O i l and Gas. 

Q. And what do you do f o r Enron? 

A. A g e o l o g i s t . 

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

D i v i s i o n ? 

A. I have. 

Q. At the time of t h a t testimony, were: your 

c r e d e n t i a l s as a petroleum g e o l o g i s t accepted and made a 

matter of record? 

A. Yes, they were. 

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

t h i s case on behalf of Enron? 

A. I am. 

Q. Have you made a geologic study of the area 
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surrounding the proposed well? 

A. I have. 

Q. Are you prepared t o share the r e s u l t s of t h a t 

study w i t h the Examiner? 

A. Yes, s i r . 

MR. OWEN: Mr. Examiner, are the witness's 

q u a l i f i c a t i o n s acceptable? 

EXAMINER STOGNER: Are the r e any obj e c t i o n s ? 

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

EXAMINER STOGNER: Mr. Zinz i s so q u a l i f i e d . 

Q. (By Mr. Owen) Mr. Zinz, have you prepared 

e x h i b i t s f o r p r e s e n t a t i o n i n t h i s case? 

A. I sure have. 

Q. Let's go t o Enron E x h i b i t Number 6. Could you 

i d e n t i f y and review t h a t f o r the Examiner? 

A. That's a s t r a t i g r a p h i c c r o s s - s e c t i o n t h a t I put 

together which trave r s e s the Section 5, the south h a l f of 

i t t h a t we're going t o be d r i l l i n g our proposed Morrow w e l l 

i n . 

I might also say — Maybe we could go on t o 

E x h i b i t 7 as w e l l . That shows the l i n e of cr o s s - s e c t i o n . 

But i f y o u ' l l r e f e r t o the c r o s s - s e c t i o n , t h i s 

represents the Morrow formation which we're d r i l l i n g t o . 

I've broken the Morrow formation out i n t o what I've c a l l e d 

the middle Morrow sands, then t h e r e are the lower Morrow 
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sands, which have also been subdivided. 

The lower Morrow has two f a c i e s thcit I've 

i d e n t i f i e d . The upper f a c i e s w i t h i n the lower Morrow i s 

what I c a l l the braided channel f a c i e s , and the remaining 

p a r t of the lower Morrow there i s what I refe;r t o as the 

channel f a c i e s . 

I b e l i e v e these middle Morrow sands are near-

shore-type b a r r i e r systems, b a r r i e r bars, t h a t are 

i n f l u e n c e d by marine d e p o s i t i o n , and the lower Morrow i s 

more f l u v i a l type d e p o s i t i o n , w i t h regard t o the way they 

were l a i d down. 

The s t r u c t u r e map, which i s Exhibit. 7, simply 

shows r e g i o n a l southeast d i p through the area. S t r u c t u r e 

w i t h i n the area t h a t we're going t o be d r i l l i n g r e a l l y 

doesn't p l a y t h a t much of a p a r t . 

To the south and southeast some of the w e l l s 

c a l c u l a t e wet on the e l e c t r i c logs, but i n our area the 

s t r u c t u r e doesn't seem t o be a problem where we're going t o 

be d r i l l i n g . 

On the s t r u c t u r e map, the south-half p r o r a t i o n 

u n i t of Section 5 i s o u t l i n e d i n red. Our proposed 

l o c a t i o n i s i n d i c a t e d by the open c i r c l e w i t h i n the south 

h a l f t h e r e . 

Q. A l l r i g h t . Let's go t o Enron E x h i b i t Number 8. 

Would you please review t h a t f o r the Examiner? 
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A. E x h i b i t Number 8 i s a cum Morrow p r o d u c t i o n map. 

This i s r e a l l y the key map f o r the area. I f you look a t 

t h i s map, i t ' s color-coded. The purple p r o d u c t i o n 

represents the middle Morrow bar f a c i e s . The green 

represents the lower Morrow braided-channel f a c i e s . And 

the red production by the w e l l s i n d i c a t e the lower Morrow 

channel f a c i e s . 

I f you look here, there's only r e a l l y two w e l l s 

w i t h i n the mapped area, the w e l l up i n Section 29 t h a t has 

made 34 BCF and 301,000 b a r r e l s of o i l , plus a w e l l down i n 

Section 7 t o the southwest p a r t of the map t h e r e , which has 

cum'd 2.8 BCF. Those two w e l l s r i g h t t h e r e are r e a l l y the 

only w e l l s i n the area t h a t meet r i s k e d economics. 

And a l o t of these w e l l s you see here, these cums 

represent t h e i r EURs, because they've been plugged. 

Q. Where i s the production from the two economically 

v i a b l e w e l l s t h a t are indicated? 

A. They're out of the lower Morrow, and the red 

pro d u c t i o n , t h a t lower channel f a c i e s , i s what everybody 

d r i l l s f o r out here. That's what the i n c e n t i v e i s . 

Q. Let's go t o Enron E x h i b i t Number 9. I t ' s an 

isopach of the middle Morrow. Could you please review t h a t 

f o r the Examiner? 

A. You bet, t h i s i s the middle Morrow bar f a c i e s . 

I t s t r e n d , the way I've i n t e r p r e t e d i t , i s northeast t o 

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 

23 

southwest. And l i k e I say, i t ' s these b a r r i e r - t y p e bars 

t h a t were l a i d down i n t h a t type of d e p o s i t i o n a l 

environment. 

And you can see, i f you r e f e r back t o the 

p r o d u c t i o n map, t h a t there's only one w e l l w i t h i n the area 

t h e r e t h a t was p r oductive out of t h a t p a r t i c u l a r f a c i e s , 

and i t ' s t h a t 107 m i l l i o n up there i n Section 3 0; t h a t ' s 

what i t ' s cum'd. And t h a t w e l l has been plugged out. 

This p a r t i c u l a r f a c i e s , I might add, even i f 

you're lucky enough t o f i n d the sand, as you can see the 

way I've mapped i t here, some of the w e l l s are f a i r l y t h i c k 

from a net-sand standpoint, the p o r o s i t i e s and 

p e r m e a b i l i t i e s i n t h i s p a r t i c u l a r i n t e r v a l are not good, 

they're very e r r a t i c , which r e s u l t s i n a poor r e s e r v o i r 

q u a l i t y . 

Q. A l l r i g h t , l e t ' s go t o Enron E x h i b i t Number 10, 

another isopach. Could you please review t h a t f o r the 

Examiner? 

A. This isopach map, again, i s the lov/er Morrow 

channel f a c i e s — or, excuse me, the lower Morrow braided 

f a c i e s — and i t trends more or less northwest-to-southeast 

across the area. 

And again, i f you'd r e f e r back t o the p r o d u c t i o n 

map, you can see t h a t there's a l o t more green p r o d u c t i o n 

on the map. And these w e l l s tap t h i s p a r t i c u l a r r e s e r v o i r , 
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and the produ c t i o n i n the area i s more frequent from t h a t 

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

Again, the r i s k e d economics cannot support most 

of t h i s p r o d u c t i o n from t h i s zone, however. 

Q. A l l r i g h t , then does Enron E x h i b i t Number 11 show 

an isopach of the channel facies? 

A. I t ' s a c t u a l l y not an isopach of the channel 

f a c i e s . What t h i s isopach map represents i s a t o t a l gross 

i n t e r v a l from -- I f y o u ' l l r e f e r t o the c r o s s - s e c t i o n , the 

datum of the cross-section i s the top of the lower Morrow 

t h e r e , and t h i s isopach represents from t h a t datum p o i n t 

down t o t h a t wiggly l i n e down th e r e on the bottom, which 

I've i n t e r p r e t e d t o be the M i s s i s s i p p i a n unconformity. 

And so what we're l o o k i n g a t here i s t h i c k s and 

t h i n s , which would — the t h i c k s would allow the d e p o s i t i o n 

of these lower Morrow channels w i t h i n the area. And i f you 

look up th e r e i n Section 29, you can see t h a t w e l l , t h a t 

i n t e r v a l t h a t — from t h a t lower Morrow t o the Miss 

unconformity i s 140 f e e t t h i c k , and t h a t ' s where t h a t b i g 

lower Morrow channel l i e s w i t h i n t h e r e . And we've 

i n t e r p r e t e d t h i s map through t h i s area here, and we f e e l 

l i k e we've i d e n t i f i e d a s i m i l a r thickness a t our l o c a t i o n , 

and t h a t ' s what we want t o d r i l l . 

Q. What conclusions have you reached from your 

geologic study? 
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A. The area from the standpoint of Morrow pr o d u c t i o n 

from the middle Morrow i s h i g h l y r i s k y . The braided 

channel f a c i e s i s also r i s k y . The n a t u r a l upside here i s 

t h a t lower Morrow channel f a c i e s , and as you can see, the 

w e l l i n Section 29 i s completely surrounded by about e i g h t 

or nine dryholes. 

The most recent one d r i l l e d , i n Section 32, i s 

represented by t h a t open c i r c l e . I b e l i e v e ARCO r e c e n t l y 

d r i l l e d t h a t w e l l . 

I do not have t h a t data. That's s t i l l a t i g h t 

h ole, as f a r as I know. But word i s t h a t they d i d not 

encounter t h a t sand. So you can see t h a t the r i s k i s 

extremely high. 

Q. Based on t h a t r i s k , are you prepared t o make a 

recommendation t o the Examiner as t o the r i s k p e n a l t y t h a t 

should be assessed against the nonconsenting owners i n t h i s 

spacing u n i t ? 

A. Yes, I am. 

Q. What i s t h a t recommendation? 

A. Two hundred percent. 

Q. Do you t h i n k there's a chance t h a t you could 

d r i l l a w e l l on the proposed l o c a t i o n t h a t would not be a 

commercial success? 

A. Without a doubt, there i s . 

Q. Should t h i s recommended r i s k p e n a l t y apply t o a l l 
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formations t h a t are being pooled? 

A. Yes, s i r . 

Q. Does Enron seek t o be the designat€>d operator of 

the proposed well? 

A. We do. 

Q. I n your opinion, w i l l 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 and the d r i l l i n g of t h i s proposed w e l l be i n 

the best i n t e r e s t of conservation, the pr e v e n t i o n of waste 

and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A. I do, and Enron also. 

Q. Were Enron E x h i b i t s 6 though 8 prepared by you or 

compiled under your d i r e c t i o n ? 

A. Yes, they were. 

MR. OWEN: Mr. Examiner, I tender E x h i b i t s Number 

6 through 8. 

EXAMINER STOGNER: E x h i b i t s 6 through 18 w i l l be 

admitted — 

MR. OWEN: Or 6 through 11. 

EXAMINER STOGNER: I'm so r r y , yeah, 6 through 11 

w i l l be admitted i n t o evidence a t t h i s time. 

Mr. Bruce, your witness. 

MR. BRUCE: I don't have any questions, Mr. 

Examiner. 

EXAMINER STOGNER: Mr. Kell a h i n ? 

MR. KELLAHIN: Thank you, Mr. Examiner. 
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EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Zinz, l e t me ask you some questions — 

A. Yes, s i r . 

Q. — f o r c l a r i f i c a t i o n so I can t i e your isopachs 

back t o the cross-section. 

A. Yes, s i r . 

Q. I f y o u ' l l look a t E x h i b i t 6, l e t ' s use the w e l l 

i n the middle, which i s the P h i l l i p s w e l l . 

A. Yes, s i r . 

Q. I t ' s c u r r e n t l y a producing w e l l , i s i t ? 

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

Q. And i t ' s being produced out of i t s o r i g i n a l 

p e r f o r a t i o n s , shown down — and I'm t r y i n g t o f i g u r e out 

what t h a t i s . I s t h a t what you've i d e n t i f i e d as the lower 

Morrow braided f a c i e s i n t h a t well? 

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

Q. And t h a t ' s i t s c u r r e n t p e r f o r a t i o n s and o r i g i n a l 

p e r f o r a t i o n s ; i s t h a t r i g h t ? 

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

Q. Okay. When I look a t E x h i b i t Number 9, show me 

on E x h i b i t 6 the top and the bottom of t h a t p a r t i c u l a r 

i n t e r v a l t h a t ' s being mapped on E x h i b i t 9. 

A. On E x h i b i t 9? 

Q. Yes, s i r . 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

28_ 

A. Okay, hang on j u s t a second. Okay, t h a t ' s the 

bar f a c i e s , s i r , and t h a t w i l l be from the lower Morrow 

datum t o the top, designated by "middle Morrow", and i t ' s a 

net-sand isopach of a l l those sands w i t h i n t h a t i n t e r v a l . 

Q. A l l r i g h t . Let me do i t again. The base i s 

what? 

A. The base i s t h a t lower Morrow datum. 

Q. Okay, and the top i s — ? 

A. — the middle Morrow marker. 

Q. A l l r i g h t . That would be E x h i b i t 9, okay. 

On E x h i b i t 10, show me where on E x h i b i t 6, then, 

i s the i n t e r v a l you're mapping f o r E x h i b i t 10. 

A. That w i l l be the one t h a t ' s o u t l i n e d w i t h the 

arrows on the cross-section t h a t says "lower Morrow braided 

f a c i e s " . 

Q. A l l r i g h t . The arrow i d e n t i f i e s the top and the 

bottom of t h a t i n t e r v a l ? 

A. Yes, s i r . 

Q. A l l r i g h t , s i r . E x h i b i t Number 11, would you do 

the same t h i n g f o r me? 

A. That w i l l be the i n t e r v a l over t h e r e , from the 

M i s s i s s i p p i a n unconformity, which i s the sq u i g g l y l i n e , a l l 

the way up t o the lower Morrow datum. 

Q. A l l r i g h t , the base i s the M i s s i s s i p p i 

unconformity, the top i s the — 
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A. — datum. 

Q. — lower Morrow datum? 

A. Yes. 

Q. So when I look a t E x h i b i t 10, i t ' s i n c l u d e d 

w i t h i n the i n t e r v a l being mapped when I look a t Map Number 

11? 

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

EXAMINER STOGNER: A l l r i g h t , t h a t ' s — I 

couldn't f i g u r e t h a t out. I've got you. Thank you. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Zinz, has t h i s w e l l been staked a t t h i s time? 

A. Yes. 

Q. And were you responsible f o r the s t a k i n g of t h a t 

w e l l ? 

A. Yes. I d i d n ' t p h y s i c a l l y go out t h e r e and stake 

i t , but I was responsible f o r g e t t i n g i t staked. 

Q. I hate t o be n i t - p i c k y , but i t ' s a few f e e t o f f 

from standard, and what was the reason f o r t h a t ? 

A. I f you look a t your land map, I b e l i e v e there's 

some shallow w e l l s i n there. 

MR. OWEN: E x h i b i t Number 1, Mr. Examiner. 

THE WITNESS: Yeah. 

EXAMINER STOGNER: Let me f i n d i t now. 

THE WITNESS: This one. 
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EXAMINER STOGNER: Okay, I have i t . 

THE WITNESS: My ge o l o g i c a l e x h i b i t s don't show 

anything but the deep w e l l s w i t h i n the area, and there's 

q u i t e a few shallow w e l l s r i g h t there i n t h a t 4 0 acres 

r i g h t t h e r e , and so we were j u s t t r y i n g t o get away from 

them. 

Q. (By Examiner Stogner) So they were; not — They 

were surface o b s t r u c t i o n s , as opposed t o any k i n d of 

ge o l o g i c a l — 

A. Yes, s i r . I beli e v e Mr. Tower r e f e r r e d t o t h a t 

f a c t w i t h — We sent out an a d d i t i o n a l l e t t e r i n d i c a t i n g 

t h a t we were moving t h a t because of those, i s n ' t t h a t — 

MR. TOWER: (Nods) 

Q. (By Examiner Stogner) The l e t t e r then went t o — 

Are you r e f e r r i n g t o a l e t t e r t o the OCD or t o — 

A. By Enron, s i r . 

MR. OWEN: I beli e v e i t ' s a l e t t e r dated A p r i l 

11th, 1996, which i s the second l e t t e r w i t h i n E x h i b i t 

Number 4. I t s t a r t s on the t h i r d page of E x h i b i t Number 4, 

the t h i r d paragraph. I t notes t h a t the l o c a t i o n has been 

moved s l i g h t l y . 

Q. (By Examiner Stogner) R e f e r r i n g back t o E x h i b i t 

Number 1, are there any producing w e l l s over i n the 

southwest qu a r t e r of Section 6 at t h i s time? 

A. As f a r as I know, and based on t h i s map, no. 
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EXAMINER STOGNER: Are there any other questions 

of t h i s witness? 

MR. OWEN: Not a t t h i s time, Mr. Examiner. 

EXAMINER STOGNER: You may be excused. 

Do you have anything f u r t h e r a t t h i s time? 

MR. OWEN: That's a l l I have, Mr. Examiner. 

EXAMINER STOGNER: Does anybody else have 

anything f u r t h e r i n Case Number 11,540? 

I f not, then t h i s case w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

9:00 a.m.) 

the Exan i„er l ° Z , f P r ° « e d l o g s In 

amfner 
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