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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING ) 
CALLED BY THE OIL CONSERVATION ) 
DIVISION FOR THE PURPOSE OF ) 

CONSIDERING: ) CASE NO. 10943 

APPLICATION OF ENRON OIL & GAS COMPANY 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: M i c h a e l E. S t o g n e r , H e a r i n g Examiner 

March 3 1 , 1994 

Santa Fe, New Mex i c o 

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

O i l C o n s e r v a t i o n D i v i s i o n on March 3 1 , 1994, a t 

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

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

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

S t a t e o f New M e x i c o . 
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A P P E A R A N C E S 

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

FOR THE APPLICANT: CAMPBELL, CARR, BERGE & 
SHERIDAN, P.A. 

P.O. Box 2208 
Santa Fe, New Mex i c o 87504 
BY: WILLIAM F. CARR, ESQ. 
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EXAMINER STOGNER: T h i s h e a r i n g w i l l come 

t o o r d e r . C a l l n e x t case No. 10943. 

MR. CARROLL: A p p l i c a t i o n o f Enron O i l & 

Gas Company f o r s p e c i a l p o o l r u l e s , Lea Coun t y , New 

Me x i c o . 

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

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

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

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

O i l & Gas Company i n t h i s c a s e , and I have t h r e e 

w i t n e s s e s . 

EXAMINER STOGNER: Any o t h e r a p pearances? 

There b e i n g none, w i l l t h e t h r e e w i t n e s s e s p l e a s e 

s t a n d t o be sworn a t t h i s t i m e . 

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

EXAMINER STOGNER: Mr. C a r r . 

PATRICK J. TOWER, 

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

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

f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

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

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

A. P a t r i c k J. Tower. 
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Q. Where do you r e s i d e ? 

A. M i d l a n d , Texas. 

Q. By whom a r e you employed? 

A. Enron O i l & Gas Company. 

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

O i l & Gas? 

A. I am a p r o j e c t landman. 

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

D i v i s i o n ? 

A. Yes, I have. 

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

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

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

A. Yes, t h e y were. 

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

f i l e d i n t h i s case on b e h a l f o f Enron? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h t h e s t a t u s o f t h e 

l a n d s i n t h e s u b j e c t a rea? 

A. Yes, I am. 

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

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

EXAMINER STOGNER: They a r e . 

Q. (BY MR. CARR) Mr. Tower, w i l l you 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 ? 
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A. Enron seeks t h e p r o m u l g a t i o n o f s p e c i a l 

p o o l r u l e s f o r t h e Red H i l l s (Bone S p r i n g ) P o o l 

l o c a t e d i n S e c t i o n 13, Township 25 S o u t h , Range 33 

E a s t , i n Lea County, New M e x i c o , i n c l u d i n g a 

p r o v i s i o n f o r 8 0 - a c r e s p a c i n g and d e s i g n a t e d w e l l 

l o c a t i o n r e q u i r e m e n t s . 

Q. Have you p r e p a r e d e x h i b i t s f o r 

p r e s e n t a t i o n h e r e t o d a y ? 

A. Yes, I have. 

Q. Would you r e f e r t o what has been marked as 

Enron E x h i b i t 1 , i d e n t i f y t h i s , and r e v i e w i t f o r Mr. 

S t o g n e r ? 

A. E x h i b i t No. 1 i s a l a n d p l a t p r e p a r e d f r o m 

t h e M i d l a n d Map Company. On such l a n d p l a t i n y e l l o w 

d e s i g n a t e s Enron O i l & Gas Company's l e a s e h o l d 

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

i n t e r e s t . 

A l s o d e p i c t e d on t h i s l a n d p l a t a r e two 

o u t l i n e s . The o u t l i n e i n r e d i s t h e c u r r e n t 

e s t a b l i s h e d p o o l o u t l i n e f o r t h e Red H i l l s (Bone 

S p r i n g ) f o r m a t i o n , and t h e g r e e n o u t l i n e i s what we 

b e l i e v e -- and s u b s e q u e n t t e s t i m o n y by t h e g e o l o g y 

w i l l s u p p o r t t h i s -- what we b e l i e v e t o be t h e 

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

t h e Bone S p r i n g P o o l . 
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The p l a t a l s o w i l l i d e n t i f y , however we 

w i l l a l s o g e t i n t o more d e t a i l l a t e r , v a r i o u s o i l 

w e l l l o c a t i o n s t h a t Enron has d r i l l e d o r i n t e n d s t o 

d r i l l . 

MR. CARR: Mr. S t o g n e r , t h e r e a s o n we've 

i n c l u d e d t h i s g r e e n o u t l i n e on t h i s e x h i b i t i s t h a t 

a l t h o u g h t h e r e have been a number o f a d d i t i o n a l w e l l s 

d r i l l e d i n S e c t i o n s 12 and 7, t h r o u g h t h e n o r m a l 

n o m e n c l a t u r e p r o c e s s , t h e p o o l r u l e s h a v e n ' t been 

expanded. And we've been a d v i s e d t h a t ' s r e a l l y 

because Mr. Kautz i n t h e Hobbs D i s t r i c t o f f i c e has 

been t i e d up on On G u a r d - r e l a t e d m a t t e r s . 

The w e l l s , however, i n S e c t i o n 7 a r e 

c l a s s i f i e d i n t h e OCD f i l e s as b e i n g i n t h e Red H i l l s 

(Bone S p r i n g ) F i e l d , and as t h e r e i s n o r m a l e x p a n s i o n 

o f t h e P o o l u n d e r t h e D i v i s i o n ' s n o m e n c l a t u r e 

p r o c e s s , t h e p o o l w i l l be expanded, and we d i d p u t 

t h e g r e e n a r e a on o n l y because a t t h e moment t h e r e 

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

more t h a n a m i l e f r o m t h e p o o l b o u n d a r y as d e f i n e d i n 

Commission r e c o r d . We j u s t p r o v i d e t h a t by way o f 

b a c k g r o u n d . 

Q. What i s t h e i n t e r e s t o f K a i s e r - F r a n c i s i n 

t h i s a r e a , Mr. Tower? 

A. K a i s e r - F r a n c i s ' i n t e r e s t i n t h i s 
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p a r t i c u l a r a r e a l i e s i n S e c t i o n 12 w i t h i n t h e g r e e n 

o u t l i n e . They a p p r o x i m a t e l y own a b o u t a 12-1/2 

p e r c e n t w o r k i n g i n t e r e s t , n o n o p e r a t e d p o s i t i o n i n one 

o f Enron's o p e r a t i n g a g r e e m e n t s . 

Q. As you i n d i c a t e d , t h i s i s a p o r t i o n o f a 

M i d l a n d Map Company map? 

A. Yes, i t i s . 

Q. Have you r e v i e w e d i t ? I s t h e i n f o r m a t i o n 

on t h i s e x h i b i t c o r r e c t ? 

A. Yes, i t i s . 

Q. The t r a c t s shaded i n s o l i d y e l l o w a r e 100 

p e r c e n t Enron i n t e r m s o f t h e w o r k i n g i n t e r e s t ? 

A. T h i s i s c o r r e c t . 

Q. Those t h a t j u s t have a y e l l o w o u t l i n e 

w o u l d have v a r y i n g p e r c e n t a g e s o f o w n e r s h i p , b u t 

Enron has an i n t e r e s t i n each o f t h o s e t r a c t s ? 

A. C o r r e c t . 

Q. C o u l d you i d e n t i f y what has been marked as 

E x h i b i t 2? 

A. E x h i b i t No. 2 r e p r e s e n t s t h e c o m p i l a t i o n 

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

c a se. 

Q. Who have you a c t u a l l y n o t i f i e d o f t h i s 

h e a r i n g ? 

A. We have n o t i f i e d w i t h i n t h e body o f t h i s 

CUMBRE COURT REPORTING 
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a l l o p e r a t o r s w i t h i n a m i l e o f t h e p o o l b o u n d a r i e s , 

b e i n g p r e d o m i n a n t l y E n ron, H a l l w o o d P e t r o l e u m 

Company, and Y a t e s P e t r o l e u m Company, and i n a d d i t i o n 

we have n o t i f i e d a l l o f Enron's w o r k i n g i n t e r e s t 

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

Q. So a l l o p e r a t o r s i n t h e p o o l and a l l 

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

f o r m a t i o n have been n o t i f i e d ? 

A. Yes, t h e y have. 

Q. W i l l Enron c a l l t e c h n i c a l w i t n e s s e s t o 

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

case? 

A. Yes, t h e y w i l l . 

Q. Were E x h i b i t s 1 and 2 e i t h e r p r e p a r e d by 

you o r c o m p i l e d u n d e r y o u r d i r e c t i o n and s u p e r v i s i o n ? 

A. Yes, t h e y were. 

MR. CARR: A t t h i s t i m e , Mr. S t o g n e r , we 

move t h e a d m i s s i o n o f Enron E x h i b i t s 1 and 2. 

EXAMINER STOGNER: E x h i b i t s 1 and 2 w i l l 

be a d m i t t e d i n t o e v i d e n c e . 

MR. CARR: T h a t c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Mr. Tower. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Tower, i n l o o k i n g a t S e c t i o n 12, i s 
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t h a t a p e n c i l mark, o r i s t h a t how t h e l e a s e s a r e 

s p l i t up? 

A. T h a t i s a m i s t a k e by M i d l a n d Map Company. 

T h a t i s i n a c t u a l i t y t h e f e d e r a l l e a s e t h a t 

encompasses t h e e n t i r e s e c t i o n , and t h e r e a r e no 

l e a s e b o u n d a r i e s p e r se unde r t h a t o i l and gas 

l e a s e . I want t o c o r r e c t t h i s map t h a t i t i s n o t 

c o r r e c t as t o t h a t i t e m . 

MR. CARR: T h a t ' s one l e a s e , t h a t s e c t i o n ? 

THE WITNESS: S e c t i o n 12 i s one l e a s e . I t 

encompasses some o t h e r l a n d s i n S e c t i o n 11 and a 

p i e c e o f l a n d up i n S e c t i o n 1 as w e l l . 

Q. (BY EXAMINER STOGNER) I s t h a t a f e d e r a l 

l e a s e , a l l o f t h o s e w e l l s ? 

A. A l l o f i t i s f e d e r a l . 

Q. T h a t ' s u n u s u a l . So t h a t s t a t e down t h e r e 

d o e s n ' t mean a n y t h i n g , down i n t h e l o w e r r i g h t 

h a n d - c o r n e r ? 

A. T h a t ' s c o r r e c t . I am aware i n t h i s a r e a a 

s i t u a t i o n where t h e r e a r e some s u r f a c e -- n o t on t h i s 

s e c t i o n — t h e r e a r e some s u r f a c e o w n e r s h i p s owned by 

t h e s t a t e o v e r l y i n g f e d e r a l m i n e r a l s , and i t m i g h t be 

p o s s i b l y t h e r e t h e y s u p e r i m p o s e d t h a t f o r some 

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

EXAMINER STOGNER: T h a t s t o o d o u t , and I 
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w a n t e d t o g e t t h a t c l e a r e d up. O t h e r t h a n t h a t , I 

d o n ' t have any q u e s t i o n s . 

MR. CARR: We have no f u r t h e r q u e s t i o n s o f 

t h i s w i t n e s s . A t t h i s t i m e I w o u l d c a l l B a r r y Z i n z . 

BARRY L. ZINZ, 

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

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

f o l l o w s : 

EXAMINATION 

BY MR. CARR 

Q. 

p l e a s e . 

A. 

Q . 

A. 

Q. 

A. 

Q. 

A. 

Q • 

D i v i s i o n ? 

A. Yes, I have. 

Q. A t t h e t i m e o f t h a t t e s t i m o n y were you 

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

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

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Mex i c o 85704-9262 
(505) 984-2244 FAX: 984-2092 

Would you s t a t e y o u r name f o r t h e r e c o r d , 

B a r r y Lynn Z i n z . 

Where do you r e s i d e ? 

M i d l a n d , Texas. 

By whom a r e you employed? 
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A. Yes, t h e y were. 

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

f i l e d i n t h i s case on b e h a l f o f Enron? 

A . I am. 

Q. Have you made a g e o l o g i c a l s t u d y o f t h e 

a r e a s u r r o u n d i n g t h e Red H i l l s (Bone S p r i n g ) P o o l ? 

A. I have. 

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

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

EXAMINER STOGNER: They a r e . 

Q. (BY MR. CARR) Have you p r e p a r e d e x h i b i t s 

f o r p r e s e n t a t i o n h e r e t o d a y ? 

A. Yes, s i r . 

Q. Would you r e f e r t o what has been marked 

Enron E x h i b i t 3, i d e n t i f y t h i s , and r e v i e w i t f o r Mr. 

S t o g n e r ? 

A. E x h i b i t 3 has been e n t e r e d as t y p e l o g on 

t h e d i s c o v e r y w e l l f o r t h e Red H i l l s P o o l . T h i s i s 

t h e Vaca 13 Fed No. 1 W e l l . 

On t h e l o g you see s e v e r a l d i v i s i o n s . 

We're d e a l i n g w i t h t h e Bone S p r i n g i n t h i s m a t t e r . 

The Bone S p r i n g i s a f o r m a t i o n t h a t c o n s i s t s o f a b o u t 

3,500 f e e t , a l t e r n a t i n g sands and c a r b o n a t e s . We're 

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

t h e t h i r d Bone S p r i n g sand, w h i c h t h e t o p o f t h i s 
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sand i s n o t e d on t h e up p e r p o r t i o n o f t h e l o g . T h i s 

t h i r d Bone S p r i n g sand o v e r l i e s t h e W o l f Camp, w h i c h 

i s a l s o n o t e d on t h e l o g , and we have two p r o d u c i n g 

sands i n t h i s a r e a t h a t we're d e a l i n g w i t h . T h e y ' r e 

d e s i g n a t e d A Sand and B Sand, w h i c h t h e s e a r e a l s o 

n o t e d on t h e l o g . 

Q. L e t ' s go t o t h e i s o p a c h map o f t h e A Sand, 

Enron E x h i b i t No. 4. Would you r e v i e w t h i s e x h i b i t 

f o r Mr. S t o g n e r . 

A. E x h i b i t 4 i s an i s o p a c h map o f what I ' v e 

c a l l e d t h e A Sand. The A Sand i s p r e s e n t i n some 

w e l l s b u t n o t a l l w e l l s t h a t we have d r i l l e d o u t h e r e 

t o d a t e . We have seven p r o d u c i n g w e l l s , one d r y 

h o l e , and two w e l l s have t h e sands b e h i n d p i p e . They 

a r e c u r r e n t l y d eeper Morrow p r o d u c e r s . 

You can see f r o m t h e s e map, t h e t r e n d s o f 

t h i s A Sand g e n e r a l l y r u n n o r t h - s o u t h . They appear 

t o be more c h a n n e l i z e d . And I ' v e come t o t h i s 

c o n c l u s i o n based on t h e f a c t t h a t t h e sand i s n o t 

p r e s e n t i n e v e r y w e l l , and I ' v e i n t e r p r e t e d i t as 

more o r l e s s a c h a n n e l sand. 

Q. I s y o u r g e o l o g i c a l i n t e r p r e t a t i o n based on 

w e l l c o n t r o l i n f o r m a t i o n ? 

A. Yes, i t i s . 

Q. Have you c o n f i r m e d t h a t by i n t e g r a t i n g 
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s e i s m i c work? 

A. We have n o t used s e i s m i c h e r e . 

Q. L e t ' s go now t o t h e i s o p a c h on t h e B Sand, 

Enron E x h i b i t No. 5. 

A. E x h i b i t No. 5 i s a s i m i l a r i s o p a c h map o f 

t h e B Sand. One t h i n g I want t o p o i n t o u t h e r e i s 

t h a t , as on t h e A Sand i s o p a c h , t h e s e maps a r e 

c o n s t r u c t e d based on u s i n g a n e u t r o n p o r o s i t y c u t o f f 

e q u a l t o o r g r e a t e r t h a n 10 p e r c e n t . 

We have used t h i s p o r o s i t y d e s i g n a t i o n 

because t h e l a s t w e l l we d r i l l e d o u t h e r e , we c o r e d 

an i n t e r v a l w i t h i n t h e B Sand, and t h e c o r e a n a l y s i s 

i n d i c a t e s t h a t t h e n e u t r o n p o r o s i t y matches up v e r y 

w e l l w i t h t h e c o r e p o r o s i t i e s t h a t were c a l c u l a t e d . 

And even t h o u g h we d i d n o t c o r e t h e A Sand, I ' v e j u s t 

i m p l i e d t h a t t h e same p a r a m e t e r s e x i s t t h e r e . So 

y o u ' r e l o o k i n g a t an i s o p a c h map based on n e u t r o n 

p o r o s i t y e q u a l t o o r g r e a t e r t h a n 10 p e r c e n t . 

A l s o , i f you n o t i c e on t h i s map, t h e w e l l s 

t h a t we have d r i l l e d o u t h e r e c o n t a i n -- a l l t h e 

w e l l s c o n t a i n t h i s sand. I t ' s more w i d e s p r e a d . I ' v e 

e l e c t e d t o i n t e r p r e t t h i s b e i n g more l i k e a f a n - t y p e 

d e p o s i t , as you can see f r o m t h e i s o p a c h map. 

Q. Mr. Z i n z , t h e g r e e n o u t l i n e on t h i s 

e x h i b i t i s t h e a r e a t h a t , as Mr. Tower has t e s t i f i e d , 
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i s presumed p r o d u c t i v e i n t h i s zone. Why d i d you n o t 

e x t e n d t h i s p r o d u c t i v e a r e a i n t o S e c t i o n 5? 

A. The a r e a o u t l i n e d we f e e l i s t h e 

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

S e c t i o n 6 was o u t l i n e d because o u r h a l f 6 w e l l t h e r e 

has t h e zones b e h i n d p i p e . They had e x c e l l e n t mud 

l o g shows w h i l e we d r i l l e d i t . And we assume r i g h t 

now t h a t any o f f s e t s t o t h a t w e l l w o u l d be 

p r o d u c t i v e . 

The w e l l s o v e r i n S e c t i o n 5 have, as you 

can see, two and t h r e e f e e t o f t h i s p o r o s i t y 

d e s i g n a t e d . These w e l l s were a l s o d r i l l e d by Enron. 

They had no a s s o c i a t e d mud l o g shows w i t h t h e zones 

when t h e y were p e n e t r a t e d . T h e r e f o r e , I have a t t h i s 

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

S e c t i o n 6 and 5 b o u n d a r y , and i t ' l l j u s t have t o w a i t 

u n t i l we d e c i d e t o go o v e r t h e r e and d r i l l t h e w e l l 

b e f o r e i t can be d e t e r m i n e d . 

Q. Based on t h e g e o l o g i c a l i n f o r m a t i o n you 

have, t h e a r e a o u t l i n e d i n g r e e n i s t h e a r e a t h a t as 

t h e p o o l i s expanded u l t i m a t e l y s h o u l d be i n c l u d e d i n 

t h a t ? 

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

Q. What g e n e r a l g e o l o g i c a l c o n c l u s i o n s were 

r e a c h e d f r o m y o u r r e v i e w ? 
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A. I ' v e r e a c h e d t h e c o n c l u s i o n s t h a t t h e s e 

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

t h e p r o d u c t i v e l i m i t s o f t h e s e two Bone S p r i n g Sands 

T h i r d Bone S p r i n g Sands, and a l s o t h e e n g i n e e r i n g 

c a l c u l a t i o n s t h a t w i l l be p r e s e n t e d by Mr. Cate. He 

used my o u t l i n e s and mapping h e r e f o r t h o s e 

p a r t i c u l a r c a l c u l a t i o n s . 

Q. Were E x h i b i t s 3 t h r o u g h 5 p r e p a r e d by you 

A. Yes, s i r . 

MR. CARR: A t t h i s t i m e , Mr. S t o g n e r , we 

move t h e a d m i s s i o n i n t o e v i d e n c e o f Enron O i l & Gas 

Company E x h i b i t s 3 t h r o u g h 5. 

EXAMINER STOGNER: E x h i b i t s 3 t h r o u g h 5 

w i l l be a d m i t t e d i n t o e v i d e n c e . 

MR. CARR: T h a t c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Mr. Z i n z . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Z i n z , as f a r as E x h i b i t No. 4, t h a t 

b e i n g t h e c h a n n e l sand, what k i n d o f d e p o s i t i s t h e 

Sand? 

A. I ' d l i k e t o say I t h i n k i t i s more l i k e a 

f a n - t y p e d e p o s i t , and I ' v e t r i e d t o i n d i c a t e t h a t 

w i t h t h e mapping t h a t you see t h e r e . 

Q. Would t h a t be a deep subsea f a n t y p e ? 
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A. Yes, s i r , t h a t ' s what we t h i n k t h e s e a r e . 

The Bone S p r i n g c a r b o n a t e s and e l a s t i c s a r e r e a l l y 

s l o p e - t o - b a s i n e q u i v a l e n t s t o t h e Y a z o - C l e a r F o r k -

Abo s h e l f edge, and t h e s e c l a s t i c and c a r b o n a t e u n i t s 

t h a t make up t h e Bone S p r i n g were c a r r i e d o u t i n t o 

t h e b a s i n by v i r t u e o f f l o w s , t u r b i d i t y c u r r e n t s . 

And f o r t h a t r e a s o n , t h e y a r e g e n e r a l l y t h o u g h t o f as 

b e i n g f a i r l y deep w a t e r . And t h i s i s what I'm t r y i n g 

t o d e p i c t w i t h t h e s e i n t e r p r e t a t i o n s . 

Q. And y o u r t y p e l o g t h a t you've p r e s e n t e d 

h e r e , you show, i t says Top o f t h e Wolfcamp, and t h e n 

g o i n g up t o w a r d t h e s u r f a c e you have t h e T h i r d Bone 

S p r i n g Sand? 

A. Yes, s i r . 

Q. B u t t h e Bone S p r i n g f o r m a t i o n e x t e n d s a 

l o t h i g h e r ? 

A. Yes, s i r . L i k e I s a i d , i t ' s 3,500 f e e t 

t h i c k , a p p r o x i m a t e l y , and you have what i s d e s i g n a t e d 

as F i r s t , Second, T h i r d Bone S p r i n g C a r b o n a t e s , w h i c h 

a r e s e p a r a t e d by F i r s t , Second, and T h i r d Bone S p r i n g 

Sands. 

Q. Are t h e r e any p r o d u c t i v e i n t e r v a l s , i n 

y o u r o p i n i o n , i n t h i s f i r s t and second? 

A. As f a r as t h e h i s t o r y o f t h e p r o d u c t i o n o f 

t h e Bone S p r i n g , g e n e r a l l y you have good p r o d u c t i o n 

CUMBRE COURT REPORTING 
P.O. Box 9262 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

18 

o u t o f t h e Second and T h i r d C a r b o n a t e s and F i r s t , 

Second, and T h i r d Sands. 

Q. The Red H i l l s (Bone S p r i n g ) P o o l c o v e r s 

t h e w h o l e Bone S p r i n g s e c t i o n ; i s t h a t c o r r e c t ? 

A. W e l l , t h e r e ' s no o t h e r p r o d u c i n g zones i n 

t h e Bone S p r i n g t h a t I'm aware o f . 

Q. O t h e r t h a n t h a t A and B Sands? 

A. Yes, s i r . 

Q. When you say Bone S p r i n g h i s t o r y , a r e you 

r e f e r r i n g t o t h e Bone S p r i n g f o r m a t i o n i n t h i s 

g e n e r a l a r e a o r --

A. I'm r e f e r r i n g t o t h e p r o d u c t i o n h i s t o r y 

t h r o u g h o u t t h e Per m i a n B a s i n , b e i n g s o u t h e a s t New 

Mexi c o and West Texas. 

EXAMINER STOGNER: Any o t h e r q u e s t i o n s o f 

Mr. Z i n z a t t h i s t i m e ? 

MR. CARR: No q u e s t i o n s o f t h i s w i t n e s s . 

EXAMINER STOGNER: He may be ex c u s e d . 

MR. CARR: A t t h i s t i m e we c a l l Randy 

Cate . 

RANDALL CATE, 

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

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

f o l l o w s : 

EXAMINATION 
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BY MR. CARR: 

Q. P l e a s e s t a t e y o u r name f o r t h e r e c o r d , 

p l e a s e . 

A. I t ' s R a n d a l l Cate. 

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

A. I r e s i d e i n M i d l a n d , Texas. 

Q. By whom a r e you employed and i n what 

c a p a c i t y ? 

A. I'm employed by Enron O i l & Gas as a 

p r o j e c t r e s e r v o i r e n g i n e e r . 

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

D i v i s i o n ? 

A. Yes, I have. 

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

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

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

A. Yes, t h e y were. 

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

f i l e d i n t h i s case on b e h a l f o f Enron? 

A. Yes. 

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

a b i l i t y o f t h e w e l l s i n t h e Red H i l l s (Bone S p r i n g ) 

P o o l t o d r a i n t h i s f o r m a t i o n ? 

A. Yes, I have. 

MR. CARR: Are t h e w i t n e s s ' s 
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q u a l i f i c a t i o n s a c c e p t a b l e ? 

EXAMINER STOGNER: Mr. Cate i s so 

q u a l i f i e d . 

Q. (BY MR. CARR) L e t ' s r e f e r , Mr. Cate, t o 

what has been marked Enron E x h i b i t No. 6. Would you 

i d e n t i f y t h i s f o r Mr. S t o g n e r and t h e n b a s i c a l l y 

r e v i e w t h e i n f o r m a t i o n on t h i s e x h i b i t . 

A. E x h i b i t 6 i s Red H i l l s (Bone S p r i n g ) F i e l d 

r e s e r v o i r and f l u i d p r o p e r t i e s . Most o f t h i s d a t a 

p r e s e n t e d I used e i t h e r d i r e c t l y i n o r i n d i r e c t l y i n 

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

d r a i n a g e . I ' l l j u s t go t h r o u g h some o f t h i s . 

The d i s c o v e r y d a t e o f t h e f i e l d was i n t h e 

Vaca 13 F e d e r a l No. 1 W e l l , w h i c h i s t h e r e d o u t l i n e 

on t h e p r e v i o u s map e x h i b i t s , and i t was r e c o m p l e t e d 

f r o m t h e Wolfcamp gas zone i n t o t h e Bone S p r i n g Sand 

A u g u s t 3, 1992. 

C u r r e n t l y we have seven p r o d u c e r s . The 

e s t i m a t e d f i e l d p r o d u c t i o n t h r o u g h March t h i s y e a r i s 

180,000 b a r r e l s o f o i l , 170 m i l l i o n c u b i c f e e t o f 

gas, and 12,000 b a r r e l s o f w a t e r . 

A v erage d e p t h o f t h e pay i s 12,250 f e e t , 

t h e a v e r a g e pay t h i c k n e s s , 50 f e e t , w h i c h was d e r i v e d 

f r o m Mr. Z i n z ' s i s o p a c h maps t h a t a r e e x h i b i t s h e r e . 

A v erage p o r o s i t y f r o m l o g and c o r e a n a l y s i s i s 13-1/2 
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p e r c e n t . A verage o i l s a t u r a t i o n , a g a i n f r o m l o g and 

c o r e a n a l y s i s , i s 60 p e r c e n t . O i l g r a v i t y i s 43.9 

A P I . Gas g r a v i t y i s .712, w i t h a b o t t o m h o l e 

t e m p e r a t u r e 172 d e g r e e s F a h r e n h e i t . 

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

e l e c t r i c a l measurements, downhole gauge measurements, 

i s 9,433 p s i a . And t h e b u b b l e p o i n t i s d e r i v e d f r o m 

a r e c o m b i n a t i o n t e s t o f t h e f l u i d s , PVT a n a l y s i s , o f 

4,113 pounds a b s o l u t e . 

F o r m a t i o n volume f a c t o r a g a i n f r o m a PVT 

a n a l y s i s , 1.867. E s t i m a t e d r e c o v e r y f a c t o r i s 8 

p e r c e n t . I t o o k t h a t o u t o f C r a f t & Hawkins Handbook 

o f P e t r o l e u m E n g i n e e r i n g . T h a t ' s a l w a y s a l i t t l e 

t o u g h i n i t i a l l y t o f i g u r e o u t , b u t t h e y ' v e g o t some 

e m p i r i c a l d a t a t h a t f o r t h i s gas GOR and t h e g r a v i t y 

o f t h e c r u d e s , t h e y b r a c k e t i t between a b o u t 7 and 9 

p e r c e n t . So f o r now I t o o k 8 p e r c e n t , and i t w o u l d 

n o t m a t e r i a l l y a f f e c t t h e c a l c u l a t i o n s . 

T y p i c a l s t i m u l a t i o n o u t t h e r e i s 2,000 

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

we have t o do a r a t h e r l a r g e h y d r a u l i c f r a c t u r e 

t r e a t m e n t o f t h e sands, 110,000 g a l l o n s f l u i d 

c a r r y i n g 160,000 pounds o f sand. The r e s u l t i n g 

t y p i c a l i n i t i a l p r o d u c t i o n i s 400 b a r r e l s o f o i l p e r 

day, 600 Mcf p e r day, and 30 b a r r e l s o f w a t e r p e r 
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day, f l o w i n g . 

Q. L e t ' s move on now t o E x h i b i t No. 7. What 

i s t h i s ? 

A. E x h i b i t No. 7, I have t a k e n each o f t h e 

w e l l s t h a t a r e p r o d u c i n g , I ' v e t a k e n t h e i r n e t pay, 

p o r o s i t y , and u s i n g some o f t h e d a t a t h a t I j u s t 

d e s c r i b e d i n E x h i b i t No. 6, have a r r i v e d a t d r a i n a g e 

a r e a s t h a t w o u l d s u p p o r t o u r a p p l i c a t i o n f o r 8 0 - a c r e 

s p a c i n g u n i t s . 

I do show i n t h e t h i r d c o lumn, I show t h e 

m a t r i x p e r m e a b i l i t y t h a t has been d e r i v e d f r o m some 

p r e s s u r e b u i l d u p s as i t r a n g e s f r o m .028 

m i l l i d a r c i e s , t o .46 m i l l i d a r c i e s , v e r y t i g h t r o c k . 

I ' l l d i s c u s s t h a t more. 

The low p e r m e a b i l i t y s u p p o r t s t h e r e a s o n 

t h a t I ' v e used some h y p e r b o l i c d e c l i n e s i n t h e 

s u b s e q u e n t e x h i b i t s . And based on t h o s e d e c l i n e s , 

t h e f o u r t h column shows t h e r a n g e o f e s t i m a t e d 

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

o i l . You can see t h e a v e r a g e w o u l d be 101,000 

b a r r e l s p e r w e l l . 

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

d r a i n a g e c a l c u l a t i o n s , I ' v e g o t an a v e r a g e o f 84.1 

a c r e s i s what t h e a v e r a g e w e l l w o u l d d r a i n . And you 

can see t h e r a n g e i s f r o m j u s t u n d e r 50 t o p o s s i b l y 
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up t o 123 a c r e s . A l l t h e c a l c u l a t i o n s a r e o v e r 40 

a c r e s , and t h e a v e r a g e i s j u s t o v e r 80. 

Q. What i s E x h i b i t No. 8? 

A. E x h i b i t No. 8 i s s i x d e c l i n e c u r v e s t h a t 

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

d e c l i n e EUR column on E x h i b i t No. 7. These a r e how I 

d e r i v e d t h e d e c l i n e e s t i m a t e d u l t i m a t e r e c o v e r i e s 

t h a t a r e used i n t h e v o l u m e t r i c c a l c u l a t i o n s t o 

a r r i v e a t t h e d r a i n a g e a c r e s . 

T here a r e s i x w e l l s . I w o u l d say t h e 

f i r s t w e l l , t h e Vaca 13 No. 1, has t h e most 

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

months o r even l e s s p r o d u c t i o n , b u t t h i s f i r s t w e l l 

does have a y e a r and a h a l f w o r t h o f p r o d u c t i o n , and 

you can see i t s d e c l i n e . 

And, a g a i n , I have used a h y p e r b o l i c 

d e c l i n e w i t h a b o u t a 15 p e r c e n t abandonment o r 

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

r e g i o n , based on t h e t i g h t n e s s o f t h e r o c k . T h a t ' s 

v e r y t y p i c a l f o r a r o c k o f t h i s t i g h t n a t u r e . 

Q. Mr. Cate, a r e you p r e p a r e d t o make a 

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

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

A. Yes, I am. 

Q. What i s t h a t r ecommendation? 
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A. I w o u l d recommend t h a t t h e c o m m i s s i o n 

a d o p t 8 0 - a c r e s p a c i n g u n i t s f o r t h e Red H i l l s (Bone 

S p r i n g ) F i e l d w i t h 330 f e e t f r o m t h e b o u n d a r y o f 

q u a r t e r q u a r t e r s e c t i o n d i s t a n c e s f o r w e l l s p a c i n g . 

Q. I f t h e D i v i s i o n a d o p t s t h e 3 3 0 - f o o t 

s e t b a c k , w i l l a l l e x i s t i n g w e l l s be i n t h e p o o l a t 

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

A. T h a t ' s c o r r e c t , a l l e x i s t i n g w e l l s w o u l d 

be s t a n d a r d u n d e r t h a t . 

Q. What i f t h e D i v i s i o n p r o m u l g a t e d r u l e s and 

r e q u i r e d w e l l s t o be l o c a t e d w i t h i n 150 f e e t o f t h e 

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

w o u l d t h a t have? 

A. Enron w o u l d a c c e p t t h a t , i f so d e s i r e d by 

t h e Commission. T h e r e ' s one w e l l t h a t we have moved 

t o 330 f e e t o f f t h e s e c t i o n l i n e , and t h a t was t h e 

H a l l w o o d 12 No. 2. I f y o u ' r e l o o k i n g on, l e t ' s see 

w h i c h one t h i s i s -- E x h i b i t No. 5, i t w o u l d be t h e 

w e l l w i t h t h e 34 f e e t . So i t ' s a p p r o x i m a t e l y 1,980 

o f f t h e e a s t and 330 o f f t h e s o u t h o f S e c t i o n 12. 

I t had t o be moved due t o a p i p e l i n e 

c o n s t r a i n t . And t h e n we have had t h r e e o t h e r 

l o c a t i o n s t h a t we have had t o move due t o e i t h e r 

p i p e l i n e o r a r c h e o l o g i c a l c o n s t r a i n t s . So t h e 330 

f e e t w o u l d a l l o w Enron t h e f l e x i b i l i t y t o move t h e s e 
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l o c a t i o n s . 

I w o u l d say t h a t we a r e and have been 

d e v e l o p i n g t h i s f i e l d on 8 0 - a c r e s p a c i n g w i t h 660 

f e e t f r o m t h e b o u n d a r i e s when we can. 

Q. Mr. Cate , i f t h e D i v i s i o n s h o u l d 

p r o m u l g a t e r u l e s t h a t r e q u i r e w e l l s t o be w i t h i n 150 

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

w o u l d you r e q u e s t t h a t w e l l s t h a t do n o t comply w i t h 

t h a t be g r a n d f a t h e r e d i n ? 

A. Yes. 

Q. I f t h e a p p l i c a t i o n i s g r a n t e d , you w o u l d 

n o t have a s i t u a t i o n where t h e r e w o u l d be more t h a n 

one w e l l on an 8 0 - a c r e t r a c t ? 

A. T h a t ' s r i g h t . A l l w e l l s w o u l d have t h e 80 

a c r e s d e d i c a t e d t o i t . 

Q. Are you r e q u e s t i n g permanent r u l e s ? 

A. No. A t t h i s t i m e , we'd l i k e t o r e q u e s t 

t e m p o r a r y f i e l d r u l e s f o r up t o 18 months. We may 

come i n e a r l i e r . A g a i n , t h e p r o d u c t i o n h i s t o r i e s o f 

a l o t o f t h e w e l l s a r e s t i l l y oung, and we a r e i n t h e 

p r o c e s s o f d o i n g a computer s i m u l a t i o n m o d e l i n g o f 

t h i s r e s e r v o i r as we d e v e l o p i t and c o l l e c t more 

d a t a , b u t we b e l i e v e r i g h t now t h a t i t ' s i n t h e b e s t 

i n t e r e s t o f t h e f i e l d and t o p r e v e n t w a s t e f o r g o i n g 

t o t h e 8 0 - a c r e s p a c i n g a t t h i s t i m e . 
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Q. I n y o u r o p i n i o n , w i l l a p p r o v a l o f t h i s 

a p p l i c a t i o n be i n t h e b e s t i n t e r e s t o f c o n s e r v a t i o n , 

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

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

A. Yes. 

Q. Were E x h i b i t s 6 t h r o u g h 8 p r e p a r e d by you? 

A. Yes, t h e y were. 

MR. CARR: A t t h i s t i m e , Mr. S t o g n e r , we 

move t h e a d m i s s i o n o f Enron E x h i b i t s 6 t h r o u g h 8. 

EXAMINER STOGNER: E x h i b i t s 6 t h r o u g h 8 

w i l l be a d m i t t e d i n t o e v i d e n c e . 

MR. CARR: T h a t c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f t h i s w i t n e s s . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. I want t o make s u r e I ' v e g o t t h i s 

s t r a i g h t . Of t h e e x i s t i n g w e l l s , o n l y t h a t one w o u l d 

be c o n s i d e r e d u n o r t h o d o x i n t h a t i t ' s 330 f e e t f r o m 

t h e s o u t h l i n e , i f we went w i t h t h e o l d s t a n d a r d 150 

f o o t f r o m t h e c e n t e r o f t h e q u a r t e r q u a r t e r s e c t i o n ? 

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

Q. A l l t h e o t h e r s a r e i n t h e m i d d l e o f t h e i r 

r e s p e c t i v e q u a r t e r q u a r t e r s e c t i o n s a t t h i s t i m e ? 

A. Yes, I b e l i e v e so. We've had t o move one 

— so B a r r y c o u l d answer b e t t e r , I t h i n k , b u t a r o u n d 
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500 f e e t i n s t e a d o f 660, b u t we t h i n k t h a t w o u l d 

s t i l l f a l l w i t h i n t h a t 1 5 0 - f o o t c i r c l e . 

Q. 1 5 0 - f o o t f r o m t h e c e n t e r o f t h e q u a r t e r 

q u a r t e r s e c t i o n was k i n d o f a d o p t e d on t h e s e 8 0 - a c r e 

p o o l s t o keep w e l l s f r o m b e i n g g r o u p e d . And I t h i n k 

you can see what I mean down i n a c o r n e r where f o u r 

80 a c r e s comes t o g e t h e r , and i f t h e y were a l l each 

330 f e e t o f f t h e i r r e s p e c t i v e q u a r t e r q u a r t e r s e c t i o n 

l i n e s , t h e n we w o u l d have a g r o u p i n g , a l t h o u g h 160, 

o r -- I'm s o r r y -- f o u r 80's come t o g e t h e r where a l l 

t h e s e w e l l s w o u l d be g r o u p e d w i t h i n 660 f o o t o f each 

o t h e r . I f we a l l o w t h e 330 f o o t o f f s e t , how c o u l d 

t h a t be p r e v e n t e d ? 

A. W e l l , we j u s t — i f you l o o k a t how we 

have t o d a t e spaced o u r w e l l s , we a r e t r y i n g t o s t a y 

a t t h e 660 f r o m a b o u n d a r y , and Enron i n t e n d s t o . We 

f e e l t h a t we w i l l be t h e o n l y o p e r a t o r i n t h i s 

f i e l d . T h e r e i s no c o m p e t i t i v e a d v a n t a g e t o us 

c r o w d i n g . We j u s t want t o space t h e w e l l s f o r t h e 

b e s t p o s s i b l e economic r e t u r n and t h e b e s t r e s e r v o i r 

management. So a l l I can t e l l you i s t h a t ' s o u r p l a n 

i s 6 6 0 ' s . 

Q. As l o n g as Enron h o l d s t h e l e a s e and a r e 

d e v e l o p i n g ? 

A. Yes. A g a i n , we have had t o move f o u r o f 
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o u r l o c a t i o n s due t o c o n s t r a i n t s beyond o u r c o n t r o l , 

and g o i n g w i t h 330's w o u l d j u s t a l l o w us some 

f l e x i b i l i t y i n d o i n g t h a t . 

Q. I'm r e f e r r i n g back t o E x h i b i t No. 1. Most 

o f t h a t i s f e d e r a l a c r e a g e . I n my e x p e r i e n c e , a l o t 

o f t h e u n o r t h o d o x l o c a t i o n s a p p r o v e d l a t e l y , due t o 

t h e t o p o g r a p h y , have come o f f o f f e d e r a l l a n d due t o 

c o n s t r a i n t s by t h e s u r f a c e agency. And you f e e l t h a t 

330 o f f s e t w o u l d be a b l e t o a l l o w Enron t o work w i t h 

t h e BLM i n t h o s e l i m i t s on f i n d i n g more o r t h o d o x 

l o c a t i o n s ? 

A. Yes. 

EXAMINER STOGNER: I know t h i s s i t u a t i o n 

has o c c u r r e d i n a c o u p l e o f p r e v i o u s 8 0 - a c r e p o o l s as 

o f l a t e , I ' d say w i t h i n t h e l a s t t h r e e y e a r s due t o 

m o s t l y f e d e r a l l a n d and t h e f e d e r a l c o n s t r a i n t s . I t 

s t i l l does c o n c e r n me t h a t t h e y c o u l d a l l o w t h e 

b u n c h i n g up o f w e l l s i n t h e d e v e l o p m e n t , b u t , l i k e 

you s a i d , Enron i n t h i s p a r t i c u l a r i n s t a n c e p r e t t y 

much c o n t r o l s t h e p o o l , b u t t h a t may n o t a l w a y s be 

t h e case. 

Okay. I ' l l keep t h a t i n mi n d . 

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

t h i s t i m e ? 

MR. CARR: No f u r t h e r q u e s t i o n s . 
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EXAMINER STOGNER: I have no o t h e r 

q u e s t i o n s . Do you? 

MR. CARROLL: No. 

EXAMINER STOGNER: Okay. He may be 

ex c u s e d . A n y t h i n g f u r t h e r i n Case 10943? 

MR. KELLAHIN: Yes, s i r . 

EXAMINER STOGNER: I'm s o r r y , Mr. 

K e l l a h i n . When we c a l l e d t h e case t o o r d e r , I d o n ' t 

remember you making a p r e s e n t a t i o n . Would you l i k e 

t o a t t h i s t i m e ? 

MR. KELLAHIN: No, s i r . I want t o make a 

s t a t e m e n t on b e h a l f o f my c l i e n t . 

EXAMINER STOGNER: Okay. 

MR. KELLAHIN: Mr. Exami n e r , I'm Tom 

K e l l a h i n o f t h e Santa Fe law f i r m o f K e l l a h i n and 

K e l l a h i n , a p p e a r i n g on b e h a l f o f K a i s e r - F r a n c i s O i l 

Company. 

K a i s e r - F r a n c i s O i l Company i s a w o r k i n g 

i n t e r e s t owner i n some o f t h e E n r o n - o p e r a t e d w e l l s i n 

t h i s p o o l . And I'm d i r e c t e d t o a d v i s e you t h a t 

K a i s e r - F r a n c i s s u p p o r t s Enron's a p p l i c a t i o n i n t h i s 

case f o r t h e 8 0 - a c r e p o o l r u l e s . 

I n a d d i t i o n , we w o u l d e n c o u r a g e t h e 

D i v i s i o n t o manage t h i s r e s e r v o i r t h r o u g h t h e 

n o m e n c l a t u r e p r o c e s s and t o a p p l y t h e 8 0 - a c r e s p a c i n g 
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t o t h e a r e a i d e n t i f i e d on t h e d i s p l a y s and o u t l i n e d 

i n g r e e n . We t h i n k t h a t i s t h e b e s t way t o p r o v i d e 

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

c o r r e l a t i v e r i g h t s so t h a t t h e same s p a c i n g r u l e s 

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

i d e n t i f i e d on t h e g e o l o g i c d i s p l a y s , t h e r e ' s a l l 

r e a s o n a b l e p r o b a b i l i t y t o b e l i e v e t h a t t h e w e l l s i n 

S e c t i o n s 12 and 7 a r e a l l hooked i n t o t h e same 

r e s e r v o i r . 

And so we w o u l d r e q u e s t t h a t a c t i o n be 

t a k e n so t h a t a l l t h e s e w e l l s a r e o p e r a t e d u n d e r t h e 

same t y p e o f r u l e s . 

EXAMINER STOGNER: Thank y o u , Mr. 

K e l l a h i n . Mr. C a r r ? 

MR. CARR: I have n o t h i n g f u r t h e r , Mr. 

S t o g n e r . 

EXAMINER STOGNER: I want t o ask one o f 

t h e t h r e e w i t n e s s e s , s i n c e t h a t was b r o u g h t up, have 

any o f you t a l k e d t o Mr. Kautz i n t h e Hobbs D i s t r i c t 

O f f i c e c o n c e r n i n g when he m i g h t have t h i s p o o l 

expanded on t h e r e g u l a r n o m e n c l a t u r e p r o c e e d i n g s ? 

MR. ZINZ: I have n o t . 

MR. CARR: A c t u a l l y , t h a t c o m m u n i c a t i o n , 

Mr. S t o g n e r , was by me t o t h e Hobbs o f f i c e . I d i d n ' t 

t a l k t o Mr. Kautz p e r s o n a l l y . 
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EXAMINER STOGNER: W i t h what you have 

s t a t e d , I'm v e r y w e l l aware o f Mr. K a u t z ' s 

i n v o l v e m e n t w i t h t h e On Guard and some o f o u r , o r t h e 

D i s t r i c t ' s n o r m a l d u t i e s p e r se b e i n g t i e d up. So 

I'm aware o f t h a t , and I ' l l keep t h a t i n mind i n 

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

t h i s case? Then Case 10943 w i l l be t a k e n u n d e r 

a d v i s e m e n t . 

MR. CARR: Thank y o u . 

EXAMINER STOGNER: A n y t h i n g f u r t h e r i n 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 

) ss . 

COUNTY OF SANTA FE ) 

I , Deborah O'Bine, C e r t i f i e d S h o r t h a n d 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t I 

caused my n o t e s t o be t r a n s c r i b e d u n d e r my p e r s o n a l 

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

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

h e a r i n g . 

o r employee o f any o f t h e p a r t i e s o r a t t o r n e y s 

i n v o l v e d i n t h i s m a t t e r and t h a t I have no p e r s o n a l 

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

I FURTHER CERTIFY t h a t I am n o t a r e l a t i v e 

WITNESS MY HAND AND SEAL, A p r i l 1 1 , 1994. 
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