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HEARING EXAMINER: Let's call the next
case, No. 9783, which is the application of -- I'm
sorry. That's your job.

MR. STOVALL: Application of Oryx Eneray
Company for compulsory pooling, Lea County, New
Mexico.

HEARING EXAMINER: Call for appearances.

MR. KELLAHIN: Mr. Examiner, I'm Tom
Kellahin of the law firm of Kellahin, Kellahin and
Aubrey, Santa Fe, New Mexico, appearina on behalf of
the Applicent. I would request the examiner, for
purposes of hearinag, consolidate the testimony in this
case with the next case, which is 9784.

HEARING EXAMINER: Are there any
objections? Then I'll call the next case, No. 9784.

MR. STOVALL: Application of Oryx Eneray
Company for compulsory poolinag, Lea County, New
Mexico.

HEARING EXAMINER: Are there any other
appearances in either of these cases besides Mr.
Kellehin?

Let the record show there is not.

Mr. Kellahin, do you have any witnesses?

MR. KELLAHIN: Mr. Examiner, I propose to

call Mr. Alan Beers, who is a petroleum landman, and
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Mrs. Shelley Lane, who is a petroleum ceologist. 1I'd
like the record to reflect that they have previously
been qualified as expert witnesses, and that they both
continue under oath.

HEARING EXAMINER: Let the record so show.

Mr. Kellahin, you may proceed.

MR. KELLAHIN: Mr. Examiner, at this time I
call Mr. Alan Beers.

C. ALAN BEERS,
the witness herein, efter having been first duly sworn
upon his oath, was examined and testified as follows:
DIRECT EXAMINATION

BY MR. KELLAHIN:

0. Mr. Beers, I have attempted to consolidate
your exhibits, and so I don't lose track of you or you
me, I have taken your land testimony exhibits with
regards to each case and kept them separately
numbered, and then numbered them within each case,
Exhibits 1 through 4 or 5 or 6, whatever the number
was. Let's use the exhibits for Case 9783 and start
with those first.

The first exhibit I have a8s No. 1 is a land
plat that shows various working interest ownerships
and percentages. Are you familiar with that display?

A. Yes, sgir.
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Q. Let's use that display and have you, first

~of all, identify to the best of your knowledge the

information contained on that display is true and

accurate, is it?

A. Yes, it is.

Q. Let's identify the well that is the subject
of Case 9783, which, according to the docket sheet is
identified as the spacing unit in the south half of
Section 26. And that will be the Ojo Chiso Federal

No. 2 Well, is it?

A. Yes, sir, it sure is.
0. How is that shown on the exhibit?
A. It is shown as a proposed location, and the

working interest is owned, Oryx 50 percent; BTA, 25
percent; Pacific Enterpricses, 12.5; and Joe Reynolds,
12.5.

Q. For Case 9784, the docket identifies that
acreace to be the north half of Section 27, and that
is identified as the Antelope Ridage No. 1 Well, I
believe: is that correct?

A. That is correct.

Q. Is that proposed well location and spacina
unit shown on your display?

A. Yes, it is.

0. Is there any difference in the working

CUMBRE COURT REPORTING
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1 interest owners between the spacing unit in the south

2 helf of 26 and the spacing unit in the north half of

3 272
4 A. No, there's not.
5 Q. Let's turn to the Ojo Chiso Federal No. 2

6 Well and have you look at Exhibit No. 2. Whaet is that
7 exhibit?

8 A. That is a summary of events between myself
9 &and the other parties that own a working interest.

10 Q. Who are the workina interest owners that

11 you have had discussions with?
12 A. Pacific Enterprises, BTA Producers, and Joe
13 Reynolds.
14 0. As of the date of thies hearina, Mr. Beers,
15 have you reached on a voluntary basis 100 percent
16 commitment of the working interest owners to the well

17 either by farmout or participation?

18 A. No, sir.

19 Q. On either well?

20 A. Not 100 percent, no, gir, on either well.
21 Q. When we look at 9783, which is the 0Ojo

22 Chiso No. 2 Well, tell us what parties still have not
23 committed their interest to the well?
24 A. BTA Producers, Pacific Enterprises, and Joe

25 Reynolds.
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0. When we look at the other case, 9784, for

"the Antelope Ridge No. 1 Well, what working interest

owners as of the date of the hearing today have not
committed their working interest?

A. Pacific Enterprises and Joe Reynolds.

Q. So for the north half of 27 then, BTA's
interest is in fact committed --

A. Yes, eir.

0. -- while their interest is not committed in
the Ojo Chiso No. 2 Well?

A, That's correct.

0. When did you first propose both of these
wells to the workinag interest ownership?

A. The Ojo Chiso's Federal No. 2 and the south
half of 26 was proposed on September the 12th, and the
Antelope Federal Com No. 1 in the north half of 27 was
proposed on August the 29th.

0. When we lcok at the correspondence by which
you have transmitted your proposgals with reagards to
the well, does Exhibit No. 3 in Case 9783 represent
that correspondence?

A. Yes, it does.

Q. When we turn to Exhibit No. 4 in Case 9783,

what is that?

A. That is our proposed AFE for the proposed
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well in the south half of Section 26.

0. Is this the AFE you submitted to the
workinag interest owners?

A. Yes, it is.

0. Have you received any objection with
regards to the estimated cost of the well as
identified on Exhibit No. 4°?

A. No, I haven't.

0. Again, for the pooling of this spacing
unit, you're proposinag to pool 2ll deep gas formations
below the top of the Wolfcamp to the base of the
Pennsylvaenian formation?

A. I believe we're pooling from the surface to
the basin of the Pennsylvanian; is that not correct?

0. Yes, sir, but with reagards to the deep aqas
spacing on 320 acres from the top of the Wolfcamp to
the base of the Pennsylvanian, is the spacing unit =--

A, Yes, that's correct.

0. If there is shallower production that would
be based on, say, 160 acres, do the parties or the
percentaces change from the 320 participation?

A. No, they don't.

0. If it's reduced to 80's or 40-acre o0il or

"gas spacinag, a2re the parties the same and the

percentages the same?
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A. Yes, they are the same.

0. In both wells?

A. In both wells.

0. Let's turn to the exhibit package in the

case, end it continues with Exhibit No. 5, which is
the proposed Joint Operating Aareement?

A. Okay.

0. That Joint Operatina Agreement is a2 copy of
the Joint Operating Aareement from the north half of
Section 26, is it not?

A. It sure is, vyes.

Q. Do you propose to use the same type format,
Joint Operatino Acreement, for each of these two wells
that are the subject of the consolidated hearinag?

A. Yes, I do.

Q. And you'll simply modify the lancuage to
make it appropriate for these wells?

A. That's correct.

0. What are the proposed overhead rates in the
Joint Operatina Agreement for the north half of 267?

A. We propose a drilling well rate of $5,800
and a producina well rate of $580.

0. The same parties involved in these two
spacing cases have aareed in writinag by signing that

Joint Operating Agreement to those proposed operating
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11

charaes?

A. Yes, sir.

0. Do you recommend those charaes to the
examiner in the pooling cases before him now?

A. Yes, I do.

0. Let's go through the package of exhibits
for Case No. 9748. This is the Antelope No. 1 Well.

Exhibit 1 is the same as Exhibit 1 in the other case?

A. That's correct.
Q. Exhibit No. 2, what is that?
A. That is my summary of events in proposing a

well and tryina to get a voluntary joinder in a
proposed well.

Q. When we turn to Exhibit No. 3 in Case 9784,
whaet does this represent?

A. This is my correspondence with the parties
involved.

0. Exhibit No. 3 is a packace of letters dated
August 29, 19897

A, Yes, it is. That was the first proposal of
the proposed well with the attached AFE.

0. When we go to Exhibit No. 4, which is a
letter dated August 30, 1989, what are you attemptinag

to do here?

A. The proposed AFE went out with Oryx Eneray
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Company's interest being wrong, a2nd we simply chanaed

it and mailed out the same AFE with the Oryx interest
being changed from 100 percent to 50 percent, which
didn't affect any cost for any of the parties.

Q. When we turn to Exhibit No. 5, would you
identify and describe this correspondence?

A. This is my notification to the parties that
we were schedulino a pooling hearina for October the
18th.

0. Exhibit No. 6 represents what, Mr. Beers?

A. This is our proposed AFE for the Antelope
Federal Com, the well in the north half of Section 27.

Q. And Exhibit No. 7 in Case 9784 is the Joint

Operating Acreement?

A. Yes, it is.
0. That was used for the north half of 267
A. Yes, it was.
0. And, 2gain, you propose to utilize that

same format?

A. Yes.

0. And language for the Antelope Ridge No. 1
Well?

A, Rioht.

Q. In your opinion, Mr. Beers, have you as a

landman exhausted 211 cood faith efforts to form on a
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voluntary basis spacinag units for each of the two
wells?
A. Yes, I have.

MR. KELLAHIN: That concludes my
examination of Mr. Beers, Mr. Stoaner.

We would move the introduction of his
Exhibits 1 throuoch 6 in Case 9783, and 1 throuagh 7 in
Case 9784.

HEARING EXAMINER: All the exhibits which
you mention are goino to be taken under advisement at
this time. I'm also cgoing to take administrative
notice of the testimony presented in the previous
case, Case No. 9782, in the best interests of time.

And at that point I have no questions of
this witness.

You may continue.

MR. KELLAHIN: Thank you. At this time,
Mr. Exeminer, I would like to submit to you the
certificates of mailina. The certificate of mailing
in Case 9783 is Exhibit No. 6. The certificate of
mailing in Case 9784 is Exhibit No. 8.

At this time, Mr. Examiner, we'd like to

call Mrs. Shelley Lane as the petroleum geologist on

:behalf of Oryx Energy Comrpany.

SHELLEY LANE,
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the witness herein, after havina been first duly sworn

"upon her oath, was examined and testified as follows:

DIRECT EXAMINATION

"BY MR. KELLAHIN:

0. Miss Lane, would you identify for the
examiner how you have organized your geologic
presentation in terms of both these cases?
Specifically, if he looks at a set of the ceologic
displays in Case 9783, are you proposing the same

dgeoloaic displays in Case 978472

A. Yes. They are essentiaelly the same.
Q. In what ways are they different?
A. The pond chart for the risk factor, those

are different, 2nd they do have the proposed units on
them for the -- for instance, in 9783, I have outlined
or hatched the proposed unit, and then on 9784, I've
hatched that proposed unit. So there is a slight
difference.

0. Let's do this then. I'm going to hand you
what is proposed as Exhibit No. 7 in Case 9783, as
well as Exhibit No. 9 in Case 9784. If you'll lay
them side by side, we'll talk about both cases with
regards to that structure map.

A. Yes.

0. Let's start with the well in the south half

CUMBRE COURT REPORTING
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of 26, which is your 0Ojo Chiso No. 2 Well? ’

A. Yes, sir.

0. Why have you selected this particular
location and this particular orientation of the
spacing unit?

A. I first might address the location. That
ie the proposed location that is on the AFE. We do -~
we are still negotiatinao the exact location. BTA
would like to move the location a little bit to the
west, and so they would like this order to reflect @
legal location, 2nd not this specific location.

Q. I believe, Miss Lane, that the application
does, in fact, indicate a standard location anywhere
within the particular guarter section?

A. Yes.

0. We may have been so specific as to
designate a possible 40-acre tract, but you're
proposing a standard location?

A, Exactly, yes, esir.

0. Thet is true of both wells, each well in
each case is a standard well location?

A. Yes, sir.

0. The examination of the geology to the 0jo
Chiso No. 2 Well in Case 9783 results in what geologqgic %

conclusion with regards to a risk factor penalty?

CUMBRE COURT REPORTING
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A. The risk factor, in my opinion, would be

_the maximum risk factor at 200 percent. And that is

based on my evaluation of the surrounding wells within
this area. If you look at the nine-section areas
surroundina the Section 26, there are only about 45
percent of those wells that have been economic
producers in the Morrow formation, and the rest of the
wells in this ares have been dry and abandoned, or
they have actually set pipe, 2nd then tried to
complete the zone, and that a2dds another bit of risk
in that the zone is -- you cannot just evaluate it
based on loo analysis. There is some risk in
completinog the Morrow after you set pipe.

So based on those two factors, I would
recommend the 200 percent penalty.

0. Let's turn to the stratographic
cross-section, which is your cross-section -- which
should be B-B', isn't it?

A. Yes, sir.

MR. KELLAHIN: For purposes of the record,
Mr. Examiner, I have marked the B-B' cross-section in
Case 9783 as Exhibit No. 8.

Q. Before you describe your geolocgic

conclusions, Mrs. Lane, would you identify for us the

wells, and describe for us how to read the display?
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A. Yes. This is a cross-section that's a
stratigraphic cross-section through the O0jo Chiso
Morrow field, and the wells are numbered. It's the
cross-section on the location map that's indicated
B-1, B-2, B-3, B-4, and B-5 are the wells on that
location map, 2nd these are the wells on the
cross-section.

I micht point out that Wells B-3 and B-4,
the information down at tnhe bottom of those wells was
inadvertently switched. 1It's just a draftina error.
So I've indicated that with a red arrow that the
production in those wells should be switched.

The conclusions that I draw from this
cross-section ~-- and this is a cross-section which
vertically includes the Morrow formation. And the
datum is the Morrow lime merker. BAnd the conclusion
that cen be drawn from this cross-section is that the
Morrow ic extremely discontinuous. The productive
sands can occur anywhere from around 12,800 feet down
to something around 13,550 feet, and you do not
necessarily know which sand you're cgoing to get when
you drill the well. So this increases the risk
factor.

The sands are colored in yellow, and you

can see the discontinuity of the actual sands. And
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then the porosity is even more discontinuous than the
~sands, and it is colored in red. This would support

;the 200 percent penalty.

0. Is that your recommendation to the examiner

for a risk factor penalty to assess in each of the two

casecs?
A, Yes, eir, it is.
0. Does it diminish or reduce the risk to less

than 200 percent based upon the results or outcome or
loo informetion aveileble as the wells are drilled?

A. No, sir, it does not. The risk factor in
here is actually much aoreater than the maximum allowed
by the Commission, and that would not diminish the
risks; so we are asking for the maximum penalty of 200
percent.

Q. I direct your attention now to what is
marked 2g Exhibit No. 9 in Case 9783. Would you
identify Exhibit No. 9 in Case 97832

A. Yes. This is pie chart which I've
constructed, and it covers the area surrounding
Section 26, and it includes the nine sections
surrounding Section 26.

This pie chart shows that there were 11
Morrow penetrations within this nine-section area, and

out of those 11 Morrow penetrations, only
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approximately 45 percent of those were economic
producers. And by economic producers, I'm using 1 Bcft
ultimate recoverable reserves for cutoff there.

Then if you look at the actually blackened
area where I've annotated that as dry and abandoned
without pipe, that means that the operator did not set
pipe. They DST'd and decided the well would not
produce.

The other wells that I talk about, the 36
percent that are dry and abandoned or marcginal with
pipe, the operator actually set pipe on those wells
and went to the added expense of setting production
casinag, and also attemptina a completion. So that's
indicatina that there is a risk of completion in the
Morrow formetion.

Then the other portion, the 9 percent
represents the Ojo Chiso No. 1 Well, which is
currently completinag, and we don't know the results of
that well.

0. Do you heve & geoloagic opinion as to
whether or not there is 2 reasonable geologic
probability of Atoka production at the 0Ojo Chiso No. 2
Well location in the south half of Section 267?

A. I do not believe we'll encounter any Atoka

porosity at that location.
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0. The oceologic conclusion then defines as the

A. Yes, sir.

0. In analyzing the economic production as
you've defined it among the 11 Morrow penetrations, it
appears that you have less than 50 percent of those
penetrations that are economic by your standards?

A. Yes, sir.

Q. Does that fact reduce the risk factor
penalty to less than 200 percent for this well?

A. No, sir.

0. Turn with me now, if you will, to Case
9784, 2nd I'm goinag to show you what is marked as
Exhibits 10 and‘ll. Let's start with 10. Would you
identify and describe that?

A. Yes. This is & similar sort of
presentation, 2 pie chart, and this represents the
nine-section erea surrounding Section 27 in our
proposed Antelope No. 1 Well.

This chart shows that there are 12 Atoka
penetrations in that nine-section area, and out of
those 12 Atokae penetrations, only about a third of
those have been economic producers. At least 50

percent of those have been dry and abandoned or

‘marginal wells, 2nd then there are about 17 percent of
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the wells that haven't been tested, and that's because

0. Turn now to Exhibit No. 11 in Case 9784,
and describe that display for us and your
conclusions. !

A. Yes. This is a similar chart surrounding,
again, Section 27. This chart is showina the Morrow ,
penetrations around Section 27. There were 10 Morrow
penetrations, and out of those, 50 percent were
economic producers. 40 percent were dry and
abandoned, or marginal, and they did set pipe and go
to the added expense of attemptina a completion, and
then 10 percent is testinag, which acain represents our
Ojo Chiso No. 1 Well.

0. With regards to the Antelope Ridge No. 1
Well in the Atoka formation, does the economic
evaluation thet you've made with regards to the
potentiel economic production from the Atoka of being
approximately a third of the penetrations cause you to
reach the geologic conclusion that the risk factor
should be less than 200 percent?

A. No, sir, it should be 200 percent.

0. As to the Morrow penetrations shown on your
analysis in Exhibit No. 11, does the fact that you

find 50 percent of those penetrations to be economic
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allow you to reach the conclusion that the risk factor

1penalty should be less than 200 percent?

A. No, sir. Again, the 50 percent is a very
risky number, and then the additional 40 percent of
the wells which were either dry and abandoned, or some
of those had to actually go to added expense; that
increases the risk. So I believe the 200 percent is
valid.

0. In the event the Antelope Ridge No. 2 Well,
which is the south half of Section 22, if, for
happenstance, that well happens to be drilled first in
sequence between the Antelope 1 2nd the Antelope 2,
would that diminish the risk for the penalty factor
for the Antelope region of the well?

A. Say that again. I'm sorry.

0. We're lookina at the risk factor penalty in
the Atoks formation for the Antelope Ridoe No. 1 in
the north half of Section 27.

A, Rioht.

Q. The proposal is to drill that well

concurrently with the 0jo Chiso Federal No. 27

A, Yes.

0. That's your plan?

A, Yes.

0. If the seqguence is that you drilled -- let
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me ask you, maybe I've presumed too much. Would that
be the sequence rather than have you drill the south

half of Section 22 as the first well?

A. Yes. We would not drill the south half of
22 first.

0. That would be much too risky?

A, Yes.

Q. Are you going to learn anythina between the

Ojo Chiso No. 2 and the Antelope Ridoe No. 1 that
would allow you, because of that sequence and the
information developed from that drillina, to diminish
the risk of the second well?

A, No, because you still do not have any
production to the north or west of you. So we are
continually steppinag out and extending the field, end
the risk from well to well is still very hiogh.

MR. KELLAHIN: That concludes my
examination of Miss Lane.

We move the introduction of her exhibits.

HEARING EXAMINER: Her exhibits are hereby
2dmitted into evidence.

MR. KELLAHIN: I've lost track of them.

HEARING EXAMINER: In the best interests of

time, I'm going to again stress I'm goina to take

.administrative notice of the testimony presented in
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Case No. 9782 in this case.

Is there anything further?

MR. KELLAHIN: No, sir.

HEARING EXAMINER: 1In either case?

Does anybody else have anything further in
Case Nos. 9783 and 9784?2

Before I take this under advisement, I will
make one statement. In my opinion, a little over a
month 1is not time enough to reach voluntary
aagreement. However, even in a previous case in which
we heard today, that was not the issue. But the next
time, Mr. Beers, you come in and reguest compulsory
poolina when you've only agiven them just a little over
a month, I will ocive you extra time.

And with that, Cases Nos. 9783 and 9784

will be taken under advisement.
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CERTIFICATE OF REPORTER

STATE OF NEW MEXICO )

COUNTY OF SANTA FE )
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Reporter and Notary Public, HEREBY CERTIFY that the
foregoina transcript of proceedinas before the 0il
Conservation Division was reported by me; that I
caused my notes to be transcribed under my personal
supervision; and that the foregoina is a true and
accurate record of the proceedings.

I FURTHER CERTIFY that I am not a relative
or employee of any of the parties or attorneys
involved in this matter and that I have no personal
interest in the final disposition of this matter.
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