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MR. STOGNER: The hearing w i l l 

come t o order. And v/e w i l l now c a l l Case Number 8237. 

MR. PEARCE: That case i s on 

the a p p l i c a t i o n of TXO Production Corporation f o r compulsory 

poo l i n g , d i r e c t i o n a l d r i l l i n g , and an unorthodox l o c a t i o n , 

Eddy County, New Mexico. 

MR. DICKERSON: Mr. Examiner, 

I'm Chad Dickerson of A r t e s i a , New Mexico, appearing on 

behalf of the a p p l i c a n t and we have three witnesses. 

MR. KELLAHIN: I f the Examiner 

please, I'm Tom K e l l a h i n of Santa Fe, New Mexico, appearing 

on behalf of C i t i e s Service O i l and Gas Company. 

MR. PEARCE: Are there other 

appearances i n t h i s matter? 

Could I ask a l l prospective 

witnesses to r i s e a t t h i s time, please? 

(Witnesses sworn.) 

DAVID M. HUNDLEY, 

being c a l l e d as a witness and being duly sworn upon his 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. DICKERSON: 

Q Mr. Hundley, w i l l you s t a t e your name, 
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your occupation and where you r e s i d e , please? 

A My name i s David Hundley. I'm a landman, 

TXO Production Corp. 

I reside i n Midland, Texas. 

Q Mr. Hundley, would you b r i e f l y summarize 

your work and educational background f o r the Examiner? 

A Yes. In May, 1979, I received a Bachelor 

of Business A d m i n i s t r a t i o n degree from the U n i v e r s i t y of 

Texas. 

In August, 1981, I received a Master of 

Business A d m i n i s t r a t i o n from Southern Methodist U n i v e r s i t y . 

I've been employed as a landman w i t h TXO 

since October, 1981. 

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 TXO 

has f i l e d i n t h i s case, Mr. Hundley? 

A Yes. 

MR. DICKERSON: Is the witness 

q u a l i f i e d , Mr. Examiner? 

MR. STOGNER: He i s so q u a l i ­

f i e d . 

Q Mr. Hundley, would you b r i e f l y summarize 

the purpose of TXO1s a p p l i c a t i o n i n t h i s case? 

A TXO seeks an order f o r compulsory 

p o o l i n g , d i r e c t i o n a l d r i l l i n g , and an unorthodox l o c a t i o n , 

Eddy County, New Mexico. 

In t h i s cause we seek an order pooling 

a l l mineral i n t e r e s t s from the top of the Wolfcamp t o the 
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base of the Morrow formation underlying the north h a l f , Sec­

t i o n 30, Township 21 South, Range 27 East, and we proposed 

to d i r e c t i o n a l l y d r i l l a w e l l at an unorthodox surface loca­

t i o n located 660 f e e t from the south l i n e and 560 f e e t from 

the east l i n e of Section 19, Township 21 South, Range 27 

East, also w i t h an unorthodox bottom hole l o c a t i o n of ap­

proximately 660 f e e t from the n o r t h l i n e and 660 f e e t from 

the east l i n e of Section 30, Township 21 South, Range 27 

East, w i t h the v e r t i c a l depth of approximately 11,700 f e e t . 

We also seek an unorthodox o i l w e l l loca­

t i o n i n the Wolfcamp formation 130 f e e t from the north l i n e 

and 623 f e e t from the east l i n e of said Section 30. 

0 Mr. Hundley, w i l l you r e f e r to what we 

have marked as E x h i b i t Number One and describe what t h a t i s? 

A Yes. This i s a land p l a t w i t h the 

proposed l o c a t i o n marked, proposed bottom hole l o c a t i o n 

marked w i t h a red arrow and the immediate v i c i n i t y of the 

proposed l o c a t i o n . 

Q This i s outside the c i t y l i m i t s of 

Carlsbad, New Mexico, i s i t ? 

A Yes. 

Q Now r e f l e r the Examiner to E x h i b i t Number 

Two and s t a t e the reasons f o r the necessity of d i r e c t i o n a l 

d r i l l i n g i n t h i s case. 

A E x h i b i t Number Two i s a more d e t a i l e d 

land p l a t of the north h a l f of Section 30, Township 21 

South, Range 2 7 East. 
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The p l a t shows the surface d i v i s i o n s made 

and the subdivisions which have been created and which are 

-- now have houses on them, making i t necessary t o move o f f 

of the p r o r a t i o n u n i t to d i r e c t i o n a l l y d r i l l the w e l l . 

Q Mr. Hundley, what i s the proposed surface 

l o c a t i o n or what i n t e r e s t i n the proposed surface l o c a t i o n 

does TXO pres e n t l y have? 

A I n the proposed surface l o c a t i o n we cur­

r e n t l y have a w e l l which we j u s t r e c e n t l y completed d r i l ­

l i n g . 

Q So you're l o c a t i n g the r i g f o r the w e l l 

to be d i r e c t i o n a l l y d r i l l e d on the e x i s t i n g l o c a t i o n where 

you p r e v i o u s l y d r i l l e d a well? 

A Yes. We extended the d r i l l i n g pay from 

the p r e v i o u s l y d r i l l e d w e l l about 100 f e e t and set the r i g 

there again. 

Q So p r i m a r i l y the necessity f o r d i r e c ­

t i o n a l d r i l l i n g i s based on the topographical problems t h a t 

you have by reason of the r e s i d e n t i a l housing on the surface 

of the bottom hole l o c a t i o n . 

A Yes, i t i s . 

Q Refer, Mr. Hundley, please, t o E x h i b i t 

Number Three and t e l l us what i s shown i n t h a t packet. 

A Okay. E x h i b i t Number Three, the f i r s t 

page has a l i s t of the mineral owners i n the p r o r a t i o n u n i t 

w i t h which we could not come t o an agreement t o lease. 

The second page i s copies of the c e r t i -
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f i e d r e t u r n r e c e i p t s and the t h i r d page and co n t i n u i n g i s 

copies of the l e t t e r s mailed t o these mineral owners i n 

which they were given the o p p o r t u n i t y t o lease or p a r t i c i ­

pate w i t h t h e i r i n t e r e s t . 

Q Now has TXO succeeded i n coming to an 

agreement w i t h a l l mineral owners under the n o r t h h a l f of 

Section 30 w i t h the exception of these p a r t i e s shown on Ex­

h i b i t Number Three? 

A Yes. 

0 And these p a r t i e s have i n a d d i t i o n t o TXO 

seeking purchase of an o i l and gas lease from these p a r t i e s , 

you have also shown by your correspondence i n v i t e d these 

p a r t i e s t o p a r t i c p a t e i n the d r i l l i n g of t h i s w e l l i f they 

so desire? 

A Yes. 

Q And E x h i b i t Number Three sets f o r t h the 

net number of unleased mineral acres owned by each of these 

p a r t i e s and the d e s c r i p t i o n of the lands i n which each p a r t y 

owns an i n t e r e s t , does i t not? 

A That's r i g h t . 

Q Mr. Hundley, t u r n t o E x h i b i t Number Four 

and E x h i b i t A t o t h a t e x h i b i t and summarize f o r the Examiner 

TXO's i n t e r e s t i n the proposed p r o r a t i o n u n i t . 

A E x h i b i t A to the operating agreement, 

which i s E x h i b i t Four, shows TXO Production Corp. has 75 

percent working i n t e r e s t i n t h i s w e l l . 

Q And APCOT-FINANDEL J o i n t Venture the r e -
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maining 25 percent. 

A Uh-huh. 

Q So w i t h the exception of the unleased 

mineral owners shown on E x h i b i t Number Three, TXO c o n t r o l s 

the e n t i r e p r o r a t i o n u n i t . 

A Yes. 

Q What p r o v i s i o n i s made i n t h i s operating 

agreement, Mr. Hundley, f o r nonconsent operation and the 

p e n a l t i e s to be imposed on a p a r t y who e l e c t s not t o p a r t i ­

c i p a t e i n subsequent d r i l l i n g operations under the agree­

ment? 

A I n A r t i c l e V I , page f i v e of the operating 

agreement, TXO asks t h a t the penalty be 200 percent, or the 

maximum, i n a d d i t i o n t o recovering our d r i l l i n g costs. The 

operating agreement on page f i v e , l i n e 69, has a penalty of 

300 -- or has a p r o v i s i o n of 300 percent. 

Q But TXO i n t h i s compulsory pooling case 

requests the D i v i s i o n impose the maximum s t a t u t o r y penalty 

of 200 percent, does i t not? 

A Yes. 

Q What, or where i n t h i s operating agree­

ment, Mr. Hundley, i s p r o v i s i o n made f o r supervision costs 

f o r TXO1s a c t i n g as operator f o r t h i s w e l l ? 

A The E x h i b i t C t o the operating agreement, 

the accounting procedures f o r j o i n t operations, page 3 of 

the E x h i b i t C, ARTICLE I I I (1) ( a ) , the d r i l l i n g w e l l r a t e 

which the; operator w i l l charge the account i s $5233 per 
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month and the producing w e l l r a t e i s $524 per month. 

Q And does TXO request t h a t the D i v i s i o n 

impose those same costs f o r supervision i n any order sub­

j e c t i n g these unleased mineral owners t o compulsory pooling 

i n t h i s case? 

A Yes. 

Q Mr. Hundley, r e f e r t o E x h i b i t Number Five 

and t e l l us what t h a t document i s . 

A E x h i b i t Number Five i s A u t h o r i t y f o r Ex­

penditure f o r the d r i l l i n g of t h i s v / e l l , which we c a l l the 

McCord A No. 1, showing dry hole costs of $777,900 and t o t a l 

completed costs of $1,113,500. 

Q TXO's experience i n d r i l l i n g w e l l s i n 

t h i s area, i s t h i s a reasonable estimate of the costs t o be 

inc u r r e d i n d r i l l i n g t h i s proposed well? 

A Yes, i t i s . 

Q This was prepared, was i t not, by the TXO 

Engineering Department? 

A Yes. 

0 T e l l us what E x h i b i t Number Six i s , 

please, Mr. Hundley. 

A E x h i b i t Number Six i s an a f f i d a v i t of 

ma i l i n g s t a t i n g t h a t the mineral owners we have not come t o 

an agreement w i t h have been n o t i f i e d of t h i s hearing and of 

our i n t e n t i o n to apply f o r an order f o r d i r e c t i o n a l d r i l ­

l i n g , unorthodox l o c a t i o n , and compulsory po o l i n g . 

Q Were E x h i b i t s One through Six compiled 
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under your d i r e c t i o n and supervision? 

A Yes. 

MR. DICKERSON: Mr. Examiner, 

at t h i s time TXO moves the admission of i t s E x h i b i t s One 

through Six. 

MR. STOGNER: With no objec­

t i o n , E x h i b i t s One through Six w i l l be admitted i n t o e v i ­

dence . 

MR. DICKERSON: I have no f u r ­

ther questions of t h i s witness, Mr. Examiner. 

MR. STOGNER: Mr. K e l l a h i n , 

your witness. 

MR. KELLAHIN: Thank you, Mr. 

Examiner. 

CROSS EXAMINATION 

BY MR. KELLAHIN: 

Q Mr. Hundley, l e t me see i f I understand 

the ownership i n the nor t h h a l f of the s e c t i o n . 

This i s a l l fee property i n the north 

h a l f of Section 30? 

A Yes, s i r . 

Q A l l r i g h t , and TXO has a 75 percent work­

ing i n t e r e s t undivided f o r the e n t i r e n orth h a l f of 30? 

A Well, the leases are d i v i d e d and then the 

mineral ownership i s d i v i d e d . 

Our working i n t e r e s t i s 75 percent 
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throughout the e n t i r e north h a l f , r i g h t . 

Q A l l r i g h t . The — i s TXO the lessee of 

record w i t h regards t o the mineral ownership or d i d you ac­

qui r e t h a t from someone else? Some other operator? 

A We took most of those. There i s one 

farmout. 

Q The north h a l f of t h i s s e c t i o n i s proper­

t y t h a t was p r e v i o u s l y under lease t o C i t i e s Service's w e l l 

i n the north h a l f of 30? Are you f a m i l i a r w i t h that? 

A I knew t h a t C i t i e s Service at one time 

had some leases i n here but I don't -- I've never seen them 

or examined them. 

A I t was done by members of our Land De­

partment . 

Q Are you s a t i s f i e d , Mr. Hundley, t h a t cur 

r e n t l y C i t i e s Service O i l and Gas Company does not have any 

working i n t e r e s t i n the north h a l f of 30? 

A Yes, none t o my knowledge. 

Q Okay. You've per s o n a l l y reviewed these, 

the t i t l e documents and you're s a t i s f i e d t h a t the ownership 

i s as you've i d e n t i f i e d i t f o r us today? 

A Yes. 

Q The people being pooled here are the ones 

i d e n t i f i e d on your E x h i b i t Number Six and these are the only 

ones, then, t h a t you've not been able to f i n d ? 

A E x h i b i t Three. 

Q E x h i b i t Number Three, your E x h i b i t Number 
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Three? 

A Yes. I t h i n k we've come t o an agreement 

w i t h a couple of people t h a t were on the a f f i d a v i t of m a i l ­

ing i n the i n t e r i m . 

Q A l l r i g h t , s i r . 

Are you f a m i l i a r w i t h the Francis Tracy 

property i n , l e t ' s see i f I can i d e n t i f y i t f o r us, Mr. 

Hundley, I t h i n k i t ' s on your map here. Yes, s i r . 

A Okay, I see i t . 

Q I've i d e n t i f i e d what i s shown on your Ex­

h i b i t Number Two as the F. G. Tracy p r o p e r t y , which I t h i n k 

appears to be i n the northwest q u a r t e r , w e l l , i t would be 

the south h a l f of the northeast quarter of the northwest 

qu a r t e r . 

A Yes, I see what mean. 

Q A l l r i g h t , s i r , are you f a m i l i a r w i t h 

t h a t p r operty, Mr. Hundley? 

A What about the property, on the surface? 

Q Well, have you obtained a lease from Mrs. 

Tracy f o r the Wolfcamp and the Morrow, do you know? 

A I don't know. 

MR. KELLAHIN: A l l r i g h t , thank 

you, Mr. Examiner. 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q To c l a r i f y , what was t h i s Tracy property? 
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Could you redescribe t h a t f o r me? 

MR. KELLAHIN: Yes, s i r . On 

TXO E x h i b i t Number Two there i s a t r a c t i d e n t i f i e d and I 

have c i r c l e d i t . There's a t r a c t i d e n t i f i e d , and I believe 

i t i s the south h a l f of the northest quarter of the n o r t h ­

west q u a r t e r , and I had asked Mr. Hundley i f he had s p e c i f i c 

i n f o r m a t i o n as to whether TXO t h a t Wolfcamp and Morrow i n ­

t e r e s t from Mrs. Tracy, and he said he d i d not know. 

That was my only question. 

MR. DICKERSON: Mr. Examiner, 

can we go o f f the record j u s t a minute? 

MR. STOGNER: Why? 

MR. DICKERSON: I j u s t want to 

ask Mr. K e l l a h i n does C i t i e s Service t h i n k t h a t i t has work­

ing i n t e r e s t or leased mineral i n t e r e s t under t h i s w e ll? 

MR. KELLAHIN: They thought 

they d i d . I don't have the documents t o t e l l you today, but 

t h a t was my concern. 

They may be wrong, Chad. And 

i f they have an i n t e r e s t i t w i l l probably come through t h a t 

Tracy lease and maybe David could check t h a t f o r us. 

MR. DICKERSON: Sure. 

MR. KELLAHIN: Okay. 

MR. STOGNER: Okay, I got t h a t 

i n f o r m a t i o n t h a t I wanted t h e r e . 

Q Mr. Handley? 

A Hundley. 
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Q Hundley, I'm s o r r y , can't read my own 

handwriting. 

Are the i n t e r e s t owners i n the northeast 

quarter northeast q u a r t e r , which i s the 40-acres f o r an o i l 

t r a c t , i s t h a t the same i n t e r e s t as i n the whole n o r t h h a l f 

of Section 30? 

A No, the mineral ownership i s s p l i t up by 

t r a c t throughout the north h a l f . 

MR. STOGNER: I have no f u r t h e r 

questions of Mr. Hundley a t t h i s time but I probably w i l l a 

l i t t l e b i t l a t e r , so we might r e c a l l him at t h a t time. 

Is there any other questions of 

Mr. Hundley at t h i s time? He may step down. 

MR. DICKERSON: TXO w i l l c a l l 

Mr. Bruce Insalaco. 

BRUCE G. INSALACO, 

being c a l l e d as a witness and being duly sworn upon his 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. DICKERSON: 

Q W i l l you s t a t e your name, your occupa­

t i o n , and where you — by whom you're employed, Mr. I n s a l a ­

co? 

A My name i s Bruce Insalaco. I'm a geolo­

g i s t f o r Texas O i l and Gas i n Midland. 
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Q You've not 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 , have you? 

A No, s i r . 

Q W i l l you b r i e f l y summarize f o r the Exa­

miner your educational and employment background? 

A I graduated from Michigan State Univer­

s i t y i n 1976 w i t h a Bachelor of Science degree i n geology. 

I taught high school from f a l l of 1976 t o 

February of 1981. At t h a t time I was h i r e d on by Gulf O i l 

as a development g e o l o g i s t i n Odessa, Texas. I worked f o r 

them f o r three years and I s t a r t e d a t TXO March, 1984. 

Q Do your d u t i e s w i t h TXO invo l v e the Mor­

row productive area of southeastern New Mexico? 

A Yes, s i r , I'm the g e o l o g i s t who takes 

care of Eddy County and Chaves County f o r TXO. 

Q And are you f a m i l i a r w i t h the geology of 

the area of the -- TXO's proposed w e l l i n t h i s case? 

A Yes, I am. 

MR. DICKERSON: Is the witness 

considered q u a l i f i e d , Mr. Examiner? 

MR. STOGNER: He i s so q u a l i ­

f i e d . 

0 Mr. Insalaco, w i l l you r e f e r us t o what 

we have marked as E x h i b i t Number Seven and t e l l us what 

you've shown on t h a t map? 

A E x h i b i t Number Seven i s a p l a t showing 

the surrounding area. Tlie w e l l s , t h e i r productive zones are 
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co l o r coded blue f o r Delaware producers; pink f o r Wolfcamp 

producers; gray f o r Atoka producer; and green f o r Morrow 

producers. 

Adjacent t o each w e l l l o c a t i o n there i s a 

statement of which zone t h a t they're producing out o f ; the 

cumulative production of t h a t w e l l i n t h a t zone; the d a i l y 

production as of February, 1984 f o r those w e l l s ; the produc­

t i v e time or l i f e of the w e l l ; and i n parentheses the o r i g ­

i n a l wellhead s h u t - i n pressures. 

Q What i n f o r m a t i o n from t h i s map do you use 

to support your opinion of the necessity f o r the requested 

unorthodox l o c a t i o n i n t h i s case, Mr. Insalaco? 

A One t h i n g t h a t we can t e l l from t h i s 

pressure data, at l e a s t , i s t h a t our r e c e n t l y d r i l l e d Chal­

lenger Well i n the southeast quarter of Section 19, the o r i ­

g i n a l pressures there were 2200 pounds, while the s h u t - i n 

pressures of the w e l l s producing from the mid-seventies came 

i n w i t h pressures 37 - 3800 pounds. 

Q And what, i f any, conclusion would you 

draw from t h a t pressure data? 

A That the acreage i n the southeast quarter 

of Section 19 and p o s s i b l y or probably the acreage i n the 

northeast quarter of Section 30 have been drained to some 

extent from the surrounding w e l l s i n the Morrow zone. 

Q D i r e c t i n g your a t t e n t i o n to the C i t i e s 

Service w e l l located i n the northwest quarter of 29, o f f s e t ­

t i n g TXO's proposed l o c a t i o n , Mr. Insalaco, do you know the 
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footage l o c a t i o n of t h a t C i t i e s w ell? 

A Yes. I t i s 990 from the n o r t h and 660 

from the west, an unorthodox l o c a t i o n i n i t s e l f . 

Q Okay, w i l l you t u r n now t o what you have 

marked as E x h i b i t Number Eight and t e l l the Examiner what 

you have shown on t h a t e x h i b i t ? 

A This i s a s t r u c t u r e map of the top of the 

Wolfcamp. I t denotes the only w e l l t h a t produced from the 

Wolfcamp i n the area, the one i n the south — excuse me, 

northeast quarter of Section 29. I t shows where our prob­

able l o c a t i o n or s t r u c t u r a l l o c a t i o n w i l l be f o r our new 

w e l l , the McCord A No. 1, and i t — dashed out here i s a 

cross -- represents a cross s e c t i o n which i s the next e x h i ­

b i t . 

Q Okay, t u r n to E x h i b i t Number Nine and 

t e l l us what t h a t i s . 

A E x h i b i t Number Nine i s an Isopach of the 

Wolfcamp p o r o s i t y at the top of the Wolfcamp horizon. Again 

i t shows a w e l l t h a t i s -- t h a t has produced from the Wolf­

camp i n the northeast quarter of Section 29, and the por­

o s i t y values are denoted adjacent t o each w e l l l o c a t i o n . 

Q So I take i t from these e x h i b i t s t h a t i n 

your o p i n i o n the Wolfcamp i s a prospective productive o i l 

zone i n the northeast northeast of Section 30. 

A Yes, s i r , v/e should be up s t r u c t u r e from 

the w e l l i n Section 29 and have considerably more p o r o s i t y 

i n t h a t i n t e r v a l than the w e l l i n 29. 
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Q Turn now t o E x h i b i t Number Ten and t e l l 

us what you've shown on t h a t document. 

A This i s a cross s e c t i o n of those w e l l s 

denoted i n the previous e x h i b i t and on t h i s cross se c t i o n 

I've denoted the p o r o s i t y i n t e r v a l coded i n blue and the 

p o r o s i t y c u t o f f s , or p o r o s i t y t h a t I have used t o come up 

w i t h the values f o r the Isopach, E x h i b i t Number Nine. 

Q Okay, t u r n to E x h i b i t Number Eleven, Mr. 

Insalaco, and t e l l us what t h a t instrument i s . 

A E x h i b i t Number Eleven i s a s t r u c t u r e map 

on top of the Morrow, Middle Morrow sand i n t e r v a l . I t shows 

our probable s t r a t i g r a p h i c depth t h a t we should encounter on 

our McCord A No. 1 Well, and i t shows the o f f s e t Morrow 

producers c o l o r coded i n green. 

Q Again w i t h the trac e of a cross se c t i o n 

to be i l l u s t r a t e d i n a l a t e r e x h i b i t shown on t h a t map. 

A Yes, s i r . 

Q Okay, what i s E x h i b i t Number Twelve? 

A E x h i b i t Number Twelve i s an Isopach of 

net Middle Morrow sands. Again i t has the o f f s e t Morrow 

producers color coded i n green. The dashed t r a c t , or dashed 

l i n e w i l l be the cross s e c t i o n i n E x h i b i t Number Th i r t e e n , 

and i t shows t h a t we should or we plan on encountering 50 t o 

60 f e e t of net Middle Morrow sands i n t h i s McCord A No. 1 

l o c a t i o n . 

Q Okay, r e f e r t o E x h i b i t Number Thirteen 

and t e l l us what t h a t i s . 



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 

20 

A E x h i b i t Number Thirt e e n i s a c o r r e l a t i o n 

of the sands present i n the Middle Morrow sec t i o n i n t h i s 

area w i t h the wellbores p e r f o r a t i o n s , i n i t i a l p o t e n t i a l s of 

the w e l l s , d r i l l stem t e s t s and then t h a t i n f o r m a t i o n . 

Q So I take i t from these e x h i b i t s , Mr. I n ­

salaco, t h a t i n your opinion the Wolfcamp and the Middle 

Morrow sand are the a n t i c i p a t e d most l i k e l y productive 

i n t e r v a l s to be encountered i n t h i s proposed TXO we l l ? 

A Yes, s i r . 

Q I n your opinio n i s the unorthodox loca­

t i o n t h a t you have requested the optimum l o c a t i o n t o encoun­

t e r the best p o s s i b i l i t y of production i n both those zones? 

A Yes, s i r . 

G I n your opinion would 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 be i n the i n t e r e s t of conservation, the 

prevention 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 Yes, s i r . 

Q Were E x h i b i t s Seven through Thir t e e n pre­

pared by you or under your d i r e c t i o n — 

A Yes. 

Q -- and supervision? 

MR. DICKERSON: Mr. Examiner, 

at t h i s time TXO moves admission of i t s E x h i b i t s Seven 

through T h i r t e e n . 

MR. STOGNER: With no o b j e c t i o n 

E x h i b i t s Seven through T h i r t e e n w i l l be admitted i n t o e v i -
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dence. 

MR. DICKERSON: And I have no 

f u r t h e r questions of t h i s witness. 

MR. STOGNER: Mr. K e l l a h i n , 

your witness. 

MR. KELLAHIN: Thank you, Mr. 

Examiner. 

CROSS EXAMINATION 

BY MR. KELLAHIN: 

Q Mr. Insalaco, l e t ' s look a t , oh, l e t ' s 

take E x h i b i t Number Eleven, i f you please. That's the Mid­

dle Morrow s t r u c t u r e map. 

A Yes, s i r . 

Q I bel i e v e i n response t o Mr. Dickerson's 

question i n reference t o the C i t i e s Service l o c a t i o n i n Sec­

t i o n 29 t h a t you describe t h a t as an unorthodox l o c a t i o n . 

Would you give me the footages again f o r 

t h a t well? 

A Well, they're 990 from the north l i n e , 

660 from the west l i n e . 

Q A l l r i g h t , s i r , and do you know what por­

t i o n of Section 29 i s dedicated to t h a t w ell? 

A No, s i r . 

Q A l l r i g h t , s i r . I f i t i s a west h a l f de­

d i c a t i o n , then the east/west 660 distance would be a stand­

ard l o c a t i o n from your p r o r a t i o n i n Section 30, would i t 
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not? 

A Yes, s i r . 

Q A l l r i g h t . Looking at t h i s e x h i b i t , i f I 

understood you c o r r e c t l y , the bottom hole l o c a t i o n i s not t o 

be closer than 660 from the n o r t h and east l i n e s of Section 

30? 

A Yes, s i r . 

Q There i s a square t a r g e t at the bottom 

hole. Do you propose a t a r g e t area f o r the bottom hole l o ­

cation? 

A I'd l i k e t o r e f e r t h a t t o e x p e r t i s e of 

our d r i l l i n g engineer t h a t has accompanied us today. 

Q A l l r i g h t . As you understand i t , though, 

Mr. Insalaco, the proposed bottom hole l o c a t i o n i s not t o be 

closer than 660 from t h i s east l i n e . 

A I'd l i k e t o r e f e r t h a t t o our d r i l l i n g 

engineer. 

Q Now you t a l k i n terms of t h i s being the 

optimum l o c a t i o n i n Section 30. Let's d i r e c t your a t t e n t i o n 

f i r s t of a l l to the Wolfcamp, and t h a t would be E x h i b i t s 

Eight, which i s the s t r u c t u r e map, and E x h i b i t Nine i s the 

Isopach. 

I n the n o r t h h a l f of 30 d i d the C i t i e s 

Service Tracy Com 1-E Well i n the west, the northwest quar­

t e r , d i d t h a t w e l l t e s t the Wolfcamp? 

A Not t o my knowledge. 

Q That was a Morrow w e l l , was --
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A Yes. 

Q — i t not? And was t h a t a dry hole or 

d i d i t produce? 

A I t produced from, as the f i r s t p l a t , Ex­

h i b i t Seven, shows, i t produced from the Morrow from 1977 to 

1979 and then the Atoka from 1979 through 1982. At t h a t 

time I was plugged and abandoned. 

Q I f we looked at the Isopach, E x h i b i t Num­

ber Nine, i t would -- i t would improve your p o s i t i o n on the 

Isopach map i f you moved t o the south and to the west w i t h 

the bottom hole l o c a t i o n i n the Wolfcamp, would i t not? 

A Well, o r i g i n a l l y we are aiming at the 

660/660 l o c a t i o n . That's we f e l t when we approached or came 

up w i t h t h i s prospect. That's what our main t a r g e t f o r the 

w e l l was going to be. 

Q I d i d n ' t make myself c l e a r . I n the Wolf­

camp your bottom hole t a r g e t won't be 660. 

A Our i n t e n t i o n s when we f i r s t proposed the 

w e l l was i t f o r i t t o be 660 and 660 i n the Wolfcamp but 

because of the problems t h a t w e ' l l have t o experience w i t h 

d e v i a t i o n , we're not able t o achieve t h a t distance from the 

north l i n e a t t h a t depth. 

Q Okay. I t would improve your l o c a t i o n 

could you do i t , to move the Wolfcamp to the southwest. 

You'd be i n the heart of t h a t 40-acre net thickness i n the 

Wolfcamp. 

A Yes, s i r , i n the 660/660 l o c a t i o n . 
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Q Let's see what happens i n the Morrow, Mr. 

Insalaco, i f y o u ' l l look a t E x h i b i t s Twelve and Eleven. 

Both on the Isopach and on the s t r u c t u r e 

map i t w i l l put you i n the same r e l a t i v e thickness i n the 

Isopach between the 50 and 60 f o o t contour l i n e s t o move 

your w e l l to the south and t o the west, would i t not? 

A Yes, i n the Morrow, but i t would not op­

ti m i z e the Wolfcamp and Morrow l o c a t i o n . I mean t h a t ' s --

v/e are t r y i n g t o optimize both l o c a t i o n s , or both horizons 

as pays and the 660/660 l o c a t i o n seems to be the best loca­

t i o n f o r t h a t purpose. 

Q You said t h a t there was some p o s s i b i l i t y 

t h a t the north h a l f of Section 30 had been subject to d r a i n ­

age by the o f f s e t wells? Am I r e c a l l i n g your testimony cor­

r e c t l y ? 

A We f e e l t h a t the pressure i n f o r m a t i o n 

from our Challenger Rayroux Well i n the southeast quarter of 

Section 19 demonstrates t h a t there has been some drainage 

from pressure i n f o r m a t i o n t h a t we've received i n t h a t w e l l . 

C Have you made an e f f o r t to map out what 

would be the drainage radiuses f o r t h a t w e l l i n Section 19? 

A No, s i r . 

Q Would you avoid the possible i n f l u e n c e of 

drainage by moving your w e l l f a r t h e r t o the south and west? 

A Well, i f drainage i s o c c u r r i n g , i t seems 

t h a t those mineral i n t e r e s t owners are l o s i n g some of t h e i r 

gas production t o other operators i n the area. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

25 

Q What Morrow pool are we i n , Mr. Insalaco? 

A Burton F l a t s . 

Q Is t h a t a prorated gas pool? 

A Yes, s i r . 

MR. KELLAHIN: Thank you. I 

have no f u r t h e r questions. 

MR. DICKERSON: I have no f u r ­

ther questions. 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. Insalaco, i s the Wolfcamp production 

from t h i s area w i t h i n a designated pool? 

A At one time the one w e l l t h a t d i d produce 

i n Section 29 was designated as La Huerta Wolfcamp. 

0 Is t h a t pool s t i l l i n existence? 

A I looked through the f i e l d r u l e books 

yesterday and I d i d not see any presence of ru l e s f o r t h a t 

— f o r t h a t f i e l d , excuse me. 

Q Are you a n t i c i p a t i n g h i t t i n g an o i l zone 

i n the Wolfcamp and not a gas zone? 

A At t h i s time I — I'm not sure. We d i d 

encounter some gas increase i n our Pioneer Fed No. 1 i n the 

northeast quarter of Section 19. 

The Challenger, Rayroux Challenger No. 1 

i n the southeast quarter of Section 19 d i d have an o i l show 

and gas increase and we are down d i p from both those w e l l s 
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and then the w e l l i n the south — excuse me, northeast quar­

t e r of Section 29 d i d produce o i l . 

Q Are you a n t i c i p a t i n g t e s t i n g the other 

formations between the Wolfcamp and the Morrow zones? 

A Testing as we d r i l l ? 

Q Testing a f t e r you d r i l l , or any time, f o r 

t h a t matter, f o r p o t e n t i a l gas zones? 

A Yes, but there's — i f there's i n t e r v a l s 

present t h a t look l i k e they w i l l be pro d u c t i v e , we w i l l 

s u r e l y t r y . 

Q Okay, now t h i s hearing today we're asking 

f o r a nonstandard l o c a t i o n f o r the Morrow and the Wolfcamp. 

A Yes, s i r . 

MR. STOGNER: I'm going to 

throw t h i s question out to anybody who can answer i t here. 

The TXO Production Challenger 

Rayroux i n Section 19, i s t h a t a nonstandard location? 

A Yes, s i r . 

Q Does anybody know what order authorized 

t h a t nonstandard l o c a t i o n ? 

MR. DICKERSON: I t h i n k I have 

i t here, Mr. Examiner. 

MR. STOGNER: While you're 

looking f o r t h a t , C i t i e s Service CDM Com No. 1-A i n the 

northwest quarter of Section 29 looks l i k e an unorthodox l o ­

c a t i o n also. I s t h a t r i g h t ? 

MR. KELLAHIN: I t ' s unorthodox 
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from the north l i n e . 

MR. STOGNER: Okay, do you know 

what order authorized t h a t ? 

A SPECTATOR: September, 1975. 

MR. STOGNER: September, 1975. 

A SPECTATOR: I don't have any 

order on i t . 

MR. DICKERSON: Mr. Examiner, 

t h a t Rayroux order was Order No. R-7319, entered J u l y , 1983. 

MR. STOGNER: September when? 

MR. DICKERSON: J u l y , 1983. 

MR. STOGNER: I'm s o r r y , J u l y , 

1983 

tember of 1975. 

f o r you, Mr. Stogner. 

Mr. K e l l a h i n . 

And the other one was i n Sep-

MR. KELLAHIN: I ' l l look i t UD 

MR. STOGNER: Okay, thank you, 

I have no f u r t h e r questions of 

t h i s witness a t t h i s time and here again I may r e c a l l him to 

the stand a t a l a t e r time. 

Are there any other questions 

of t h i s witness? 

MR. DICKERSON: No. 

MR. STOGNER: I f not, he may be 

excused at t h i s time. 
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MR. DICKERSON: TXO w i l l c a l l 

Mr. Deen Wood at t h i s time. 

DEEN WOOD, 

being c a l l e d as a witness and being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. DICKERSON: 

Q Mr. Wood, would you st a t e your name, your 

occupation, and by whom you're employed, please? 

A My name i s Deen Wood. I'm a petroleum 

engineer f o r TXO Production Corporation. 

0 And you have 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 as a petroleum engineer and had your creden­

t i a l s made a matter of record, have you not? 

A Yes, s i r . 

MR. DICKERSON: Is the witness 

considered q u a l i f i e d , Mr. Examiner? 

MR. STOGNER: He i s so q u a l i ­

f i e d . 

Q Mr. Wood, w i l l you r e f e r to what we have 

marked as TXO E x h i b i t Number Fourteen and summarize f o r the 

Examiner and f o r the p a r t i e s the proposed d i r e c t i o n a l d r i l ­

l i n g program f o r t h i s w e l l ? 

A E x h i b i t Fourteen i s a gr a p h i c a l presenta-
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t i o n of our d r i l l i n g p lan. 

On the r i g h t we have a top view of the 

surface l o c a t i o n and bottom hole l o c a t i o n and on the l e f t we 

have the v e r t i c a l p r e s e n t a t i o n . 

As marked on the map i n the upper r i g h t -

hand q u a r t e r , our surface l o c a t i o n w i l l be 660 from south 

l i n e and 560 from east l i n e . 

We intend to d r i l l a v e r t i c a l hole 4300 

f e e t . We'll set surface casing at 600 f e e t . We'll set an 

intermediate s t r i n g at approximately 2800 f e e t and then 

w e ' l l d r i l l on down as v e r t i c a l l y as possible t o 4300 f e e t . 

At t h i s p o i n t we w i l l do a gyroscopic 

survey of the cased hole and a m u l t i - s h o t of the r e s t of the 

v e r t i c a l hole, 4300 f e e t . 

This i s where w e ' l l t r y and k i c k the w e l l 

o f f . We'll go i n w i t h a d y n a d r i l l and bent sub and begin t o 

deviate the hole at two degrees per hundred f e e t u n t i l we 

reach our t a r g e t angle of 11.48 degrees. 

While we're doing t h i s d e v i a t i o n w e ' l l be 

doing a s i n g l e shot survey every t h i r t y f e e t t o make sure 

we're b u i l d i n g the angle t h a t we need and want. 

Once the angle has been b u i l t w e ' l l go i n 

w i t h a packed hole assembly and d r i l l to TD, t a k i n g a s i n g l e 

shot survey every s i x t y t o n i n e t y f e e t as the hole d i c t a t e s . 

When TD has been reached w e ' l l do a 

m u l t i - s h o t survey back t o the surface pipe as required by 

the Commission. 
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Now, there are several things on the map 

here t h a t I'd l i k e t o draw your a t t e n t i o n t o . 

F i r s t of a l l , the c i r c l e a t the bottom of 

the page i s centered on 660 from north l i n e and 660 from the 

east l i n e , which i s the unorthodox l o c a t i o n t h a t we have 

proposed. Y o u ' l l n o t i c e t h a t there's a red c i r c l e a t , w e l l , 

i t ' s not q u i t e a hundred f e e t o f f from t h a t proposed loca­

t i o n . 

This i s where the program we've developed 

i s t a r g e t t e d ; however, we expect the hole t o drop and de­

v i a t e i n the course of d r i l l i n g from the i n i t i a l k i c k o f f 

p o i n t to t a r g e t depth; t h e r e f o r e we f e l t i t prudent t o aim 

beyond the proposed t a r g e t i n order t o minimize the number 

of c o r r e c t i o n a l runs we would have to make to hold — i n or­

der t o achieve our pr o j e c t e d t a r g e t of 660/660. 

In a d d i t i o n to the i n i t i a l angle b u i l d i n g 

run t h a t we use t o k i c k o f f the hole, we w i l l have t o make, 

we a n t i c i p a t e , a t lea s t one other c o r r e c t i o n a l run i n order 

to keep t h i s hole w i t h i n acceptable g u i d e l i n e s . 

Now, whi l e we're d r i l l i n g the w e l l our 

maximum d e v i a t i o n — maximum d e v i a t i o n from t h i s p r o j e c t e d 

path w i l l be 75 f e e t . I f i t ever goes beyond t h a t then 

w e ' l l have t o make a c o r r e c t i o n a l run at t h a t p o i n t and r e ­

d i r e c t the hole. 

As we get close to TD i n the Morrow, we 

intend t o make whatever c o r r e c t i o n a l runs are required i n 

order t o b r i n g our f i n a l TD p o i n t to w i t h i n 25 f e e t of the 
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660/660 l o c a t i o n . 

I n other words, the red c i r c l e on the map 

i s not where we're going t o put the bottom of the hole 

On the l e f t h a n d side of the page i s a 

v e r t i c a l cutaway of the w e l l plan when we s t a r t the w e l l and 

again i t ' s not going t o wind up e x a c t l y where i t ' s drawn. 

I t w i l l be w i t h i n 25 f e e t of the 660/660 proposed l o c a t i o n . 

Y o u ' l l also n o t i c e t h a t the top of the 

Wolfcamp t h a t we have on t h i s e x h i b i t i s f u r t h e r south of 

the l e a s e l i n e than where Mr. Insalaco had t a r g e t t e d i t . 

This i s because we are aiming past h i s t a r g e t of 660/660 and 

again t h i s i s j u s t a f u n c t i o n of what we f e e l t o be prudent 

as f a r as t r y i n g t o get t o t a r g e t w i t h a minimum expenditure 

and a minimum number of c o r r e c t i o n a l runs. 

Q Mr. Wood, I can i n t e r r u p t you f o r j u s t a 

minute. 

MR. DICKERSON: Mr. Examiner, 

y o u ' l l n o t i c e t h a t the a p p l i c a t i o n f i l e d by the a p p l i c a n t i n 

t h i s case a n t i c i p a t e d encountering the top of the Wolfcamp 

at 130 f e e t from the north l i n e and 623 f e e t from the east 

l i n e of t h a t s e c t i o n and the, based on the changes from the 

d i r e c t i o n a l d r i l l i n g plan here the Examiner w i l l n o t i c e t h a t 

the l o c a t i o n has s l i g h t l y changed but i t has i n both cases 

been enough t o move t h a t encounter w i t h the Wolfcamp f u r t h e r 

from both a d j o i n i n g lease l i n e s . 

MR. STOGNER: Mr. Dickerson, 

the 184 from the north l i n e and the 627 from the east l i n e 
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i s an accurate — i s — i s c o r r e c t as opposed to 623/130? 

A Well, the 623/130, I t h i n k , i s what we 

would l i k e t o have, but due t o the a n t i c i p a t e d — due t o 

what we a n t i c i p a t e the w e l l t o do as we d r i l l , we're 

we're aiming here and expecting t o h i t what Mr. Insalaco had 

previously noted, the — t h i s a pplied f o r l o c a t i o n . 

MR. STOGNER: So we're going to 

a 623/130. 

A Yes, s i r . 

MR. STOGNER: Within 25 f o o t of 

that? 

A Yes, s i r . And the same t a r g e t radius of 

the Morrow. 

In both cases we're -- we're — where 

we're aiming i s f u r t h e r away from the lease l i n e s than what 

we're — where we're t r y i n g t o get, and t h a t ' s e s s e n t i a l l y 

— t h a t ' s j u s t a f u n c t i o n of d r i l l i n g a hole and doesn't 

have anything to do w i t h where he'd l i k e us t o put i t . 

We're t r y i n g to get i t there and we bel i e v e t h i s t o be the 

cheapest and quickest way t o do i t . 

Q Mr. Wood, was E x h i b i t Number Thirt e e n 

compiled by you from the i n f o r m a t i o n f u r n i s h e d t o you by the 

con t r a c t o r t h a t you have d e a l t w i t h f o r d e v i a t i n g t h i s hole? 

A E x h i b i t Fourteen was, yes. 

Q E x h i b i t Fourteen, excuse me. 

A I t was compiled by our d r a f t i n g depart­

ment and the d e v i a t i o n company t h a t we're going to use at my 



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 

33 

request using my s p e c i f i c a t i o n s . 

MR. DICKERSON: TXO moves ad­

mission of i t s E x h i b i t Number Fourteen, Mr. Examiner. 

MR. STOGNER: With no o b j e c t i o n 

E x h i b i t Number Fourteen w i l l be admitted i n t o evidence. 

Q Mr. Wood, d i d you have anything f u r t h e r 

you'd l i k e t o add w i t h regard t o t h i s e x h i b i t ? 

A No, s i r . 

MR. DICKERSON: I have no f u r ­

ther questions, Mr. Examiner. 

MR. STOGNER: Mr. K e l l a h i n , 

your witness. 

MR. KELLAHIN: Thank you, Mr. 

Examiner. 

CROSS EXAMINATION 

BY MR. KELLAHIN: 

Q Now, Mr. Wood, i n reference t o the bottom 

hole l o c a t i o n i n the Morrow, would TXO agree t o a bottom 

hole l o c a t i o n i n the Morrow t h a t i s no close r t o the east 

l i n e of Section 30 than 660 feet? 

A That i s no closer t o the east l i n e ? That 

would r e q u i r e i n a l l l i k e l i h o o d a considerable expenditure 

i n excess of what has been p r o j e c t e d i n order t o h i t our 

660/660 t a r g e t . 

Q Well, you've t o l d me t h a t you're going t o 

c o n t r o l the t a r g e t area down t o 25 f e e t . 
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A Right, a 25-foot radius centered on t h a t 

660/660. 

Q A l l r i g h t , so using t h a t c r i t e r i a , the 

clo s e s t you could get t o the east l i n e would be 635 f e e t . 

A Right, i f we're o f f some i n t h a t d i r e c ­

t i o n t h a t would be as f a r as we would allow i t t o deviate i n 

t h a t d i r e c t i o n . 

Q Can you t e l l us what d i f f e r e n c e i t w i l l 

make to TXO i f you c o n t r o l i t i n such a way to be 25 f e e t 

f a r t h e r t o the west? 

A Mr. Insalaco would have t o t e l l you how 

th a t would a f f e c t h i s geology. I don't know t h a t . 

MR. DICKERSON: No, I t h i n k 

he's t a l k i n g about i n cost. 

A Oh, cost. 

Q The question i s whether or not i t — 

A The cost. 

Q -- a f f e c t s you as the engineer. 

A Yes, i t would. We're, as I sa i d , i f 

we're going to continue t o t r y t o h i t h i s 660/660 t a r g e t , 

t h a t means you're p u t t i n g me on -- i n t o a s i t u a t i o n where 

I've got to h i t t h a t 660 from the east l i n e and north/south 

I've s t i l l got — I'm shooting at a s e m i c i r c l e instead of a 

c i r c l e , and i t I'm going to h i t t h a t east l i n e then I have 

to make a d d i t i o n a l d e v i a t i o n a l runs, excuse me, c o r r e c t i o n a l 

runs to c o n t r o l the d e v i a t i o n and i t ' s going to cost -- i t 

costs about $10,000 a run when a l l i s said and done. 
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Q I'm not making myself c l e a r , Mr. Wood. 

I f the -- i f the bottom hole t a r g e t i s 

660 from the north l i n e and 685 f e e t from the east l i n e --

A Uh-huh. 

Q — and now you have a 25-foot radius t a r ­

get at t h a t bottom hole l o c a t i o n , what d i f f e r e n c e does the 

25 f e e t make i f i t ' s t h a t t a r g e t or i f i t ' s a 660 by 660 

tar g e t ? I t ' s going t o cost you the same amount of money, 

i s n ' t i t ? 

A Well, i t would be s l i g h t l y more, not a 

tremendous deal more. We would have a s l i g h t l y longer hole 

to d r i l l and i t probably would not make a great deal of d i f ­

ference . 

Q A l l r i g h t , s i r . Have you examined Mr. 

Insalaco's geology i n terms of the bottom hole l o c a t i o n i n 

your judgment as to whether i t ought to be at some p o i n t or 

another? 

A I have not examined h i s geology. 

Q That was h i s judgment. 

A Yes, s i r . 

Q Do you have an op i n i o n , Mr. Wood, as 

what the e f f e c t of s t r u c t u r e w i l l have upon the d e v i a t i o n of 

t h i s well? 

A Based on our previous d r i l l i n g experience 

and i n f o r m a t i o n we t r i e d t o get from the various d i r e c t i o n a l 

companies, there shouldn't be any e f f e c t from any type of 

s t r u c t u r a l f e a t u r e s . There don't seem to be any bed i n -
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c l i n e s t h a t dip steeply enough to cause a d e v i a t i o n t h a t we 

can a t t r i b u t e to i t . 

Q Sometimes we're i n t o deviated w e l l s where 

s t r u c t u r e i s of importance, causes your b i t to t r a c k one way 

or another. This i s not t h a t kind of problem? 

A No, s i r . 

Q Mr. Wood, I have one more question, i f I 

may. 

MR. STOGNER: Go ahead, Mr. 

K e l l a h i n . 

Q Mr. Wood, TXO a n t i c i p a t e s to t e s t both 

the Wolfcamp and the Morrow i n t h i s well? 

A That's my understanding, yes, s i r . 

Q Do you propose a dual completion or how 

would you propose t o produce the well? 

A Not to my knowledge. To my knowledge we 

are not planning a dual completion. I t h i n k t h a t would be a 

f u n c t i o n of how good the Wolfcamp and Morrow together would 

look. 

Q You'll d r i l l t o t o t a l depth of the Morrow 

and i s the plan to t e s t both the Morrow and the Wolfcamp or 

to f i r s t t e s t the Morrow? 

A The plan i s t o f i r s t t e s t the Morrow and 

Q And i f you can make a w e l l i n the Morrow 

y o u ' l l complete i n the Morrow and i f not, y o u ' l l come back 

up and t e s t the Wolfcamp. 
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A Right, and i f the Wolfcamp looks out­

standing, my understanding i s t h a t we want to dual i t . I 

can't say w i t h any c e r t a i n t y . That's going to be a manage­

ment decis i o n based on the log and d r i l l i n g i n f o r m a t i o n . 

Q Have you allowed y o u r s e l f the f l e x i b i l i t y 

i n the d r i l l i n g program as o u t l i n e d on E x h i b i t Five, the 

AFE, t o have casing of s u f f i c i e n t size t h a t you could dual? 

A Well, w i t h our casing program we would 

have t o produce one of the two zones up the annulus, between 

the t u b i n g and the wellbore. 

No, we can't run two s t r i n g s of tubing i n 

t h i s program. 

Q Yeah, so you would produce one up the an­

nulus and one up the t u b i n g . 

A Right. 

MR. KELLAHIN: No f u r t h e r ques­

t i o n s of Mr. Wood. 

MR. DICKERSON: Mr. Examiner, 

TXO has discussed t h i s i n the proposal made by Mr. K e l l a h i n 

g i v i n g the 25 f e e t margin of e r r o r which TXO f e e l s t h a t i t 

can commit t o and bottom t h i s hole w i t h i n a radius of 25 

f e e t from the bottom hole t a r g e t and TXO has no o b j e c t i o n t o 

changing i t s a n t i c i p a t e d t a r g e t f o r a bottom hole Morrow l o ­

c a t i o n t o a l o c a t i o n 660 f e e t from the north l i n e and 635 

f e e t from the east l i n e so t h a t given the maximum e r r o r per­

m i t t e d under i t s d e v i a t i o n program, t h a t t h a t would be a 

maximum or no closer than 660 f e e t t o the -- from the east 
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l i n e of t h a t s e c t i o n . 

TXO would be w i l l i n g to commit 

to do t h a t and TXO also, i f C i t i e s Service i n f a c t has an 

i n t e r e s t i n the w e l l , c e r t a i n l y does not dispute t h a t . They 

d i d not know t h a t . That t i t l e i s somewhat complicated i n 

here and so i f C i t i e s Service has an i n t e r e s t i n i t , why 

c e r t a i n l y they have a r i g h t to p a r t i c i p a t e and i t ' s not 

sought t o force pool C i t i e s i n t h i s case, because i f C i t i e s 

has an i n t e r e s t , TXO d i d not know about i t u n t i l -- u n t i l 

t h i s time. 

And also I might p o i n t out t h a t 

i f TXO changes by t h i s 25-foot distance i t s a n t i c i p a t e d bot­

tom hole l o c a t i o n , t h a t w i l l also change t o a s l i g h t extent 

the a n t i c i p a t e d p o i n t at which i t w i l l encounter the top of 

the Wolfcamp. 

MR. KELLAHIN: Well, we ap­

p r e c i a t e Mr. Dickerson's comments and TXO's w i l l i n g n e s s to 

accommodate us on t h a t east l i n e l o c a t i o n . 

I concur w i t h Mr. Dickerson 

t h a t an order w r i t t e n as he suggests would not r e q u i r e the 

case t o be r e a d v e r t i s e d . You're moving i n the Wolfcamp t o a 

more standard l o c a t i o n . I see no t e c h n i c a l d i f f i c u l t y i n 

proceeding w i t h approval of the order. 

The business about the owner­

ship i s admittedly very complicated. I learned about t h i s 

problem yesterday morning and as soon as our t i t l e people 

can check, w e ' l l be happy t o work w i t h TXO t o see i f i n f a c t 
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we have an i n t e r e s t , and I do not know t h a t and I can't r e ­

present t h a t we do. 

With those comments, we have 

nothing to present i n the way of testimony. 

MR. DICKERSON: Mr. Examiner, I 

t h i n k I misstated. I t h i n k Mr. K e l l a h i n d i d too. 

I f we do what he suggested and 

move the l o c a t i o n s l i g h t l y , we need t o move the bottom hole 

l o c a t i o n t o a p o i n t 660 from the north and 690 f e e t — 695 

f e e t from the east l i n e i n order to accommodate C i t i e s con­

cern i n t h i s case. 

MR. KELLAHIN: 685. 

MR. DICKERSON: 685. 

MR. STOGNER: As I — now t h i s 

w i l l change the l o c a t i o n of the Wolfcamp. Could you supply 

me t h a t i n f o r m a t i o n subsequent t o t h i s hearing. 

MR. DICKERSON: We'll c a l c u l a t e 

i t and we w i l l submit i t t o the Examiner. 

MR. STOGNER: I have a question 

f o r Mr. Hundley. I'd l i k e t o r e c a l l him up t o the stand. 

Before I do t h a t , are there any other questions of Mr. Wood? 

MR. DICKERSON: No. 

MR. STOGNER: I f not, he may be 

excused at t h i s time. 

Mr. Hundley, has TXO force 

pooled before i n the surrounding area i n Eddy County f o r the 

Morrow Pool? 
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MR. HUNDLEY: I don't know. 

MR. STOGNER: Okay, w e l l , what 

I'm g e t t i n g a t , t h a t $5,233 a month wh i l e d r i l l i n g and $524 

a month wh i l e producing, i s t h a t a going r a t e i n t h i s area? 

Is t h a t common charges? 

MR. HUNDLEY: For a w e l l t h i s 

depth. 

MR. STOGNER: For a w e l l t h i s 

depth. 

MR. HUNDLEY: I t i s . We pre­

pared those rates according to the w e l l depth. 

MR. STOGNER: And I assume plus 

the — 

MR. HUNDLEY: The d i f f i c u l t y . 

MR. STOGNER: — expenses of 

d i r e c t i o n a l d r i l l i n g . 

MR. HUNDLEY: Well, t h a t r a t e 

i s the same as f o r a s t r a i g h t hole. 

So i t ' s , i f anything, lower. 

MR. PEARCE: Mr. Dickerson, I 

don't know which one of your witnesses t o address t h i s ques­

t i o n t o . 

In considering an order of t h i s 

matter -- on t h i s matter, i s there any l i k e l i h o o d of en­

countering gas i n the Wolfcamp so t h a t i t ' s unsafe t o j u s t 

pool 40 acres f o r the Wolfcamp? 

I t sounds to me as i f your 
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c l i e n t expects to encounter o i l i n the Wolfcamp, i n which 

case we could pool 40 acres. 

MR. DICKERSON: They do, Mr. 

Perce, a n t i c i p a t e o i l . , Of course i f t h e i r a n t i c i p a t i o n 

proves t o be wrong, i f we're i n f a c t c l a s s i f i e d as a gas 

we 11 

MR. PEARCE: Yeah. 

MR. DICKERSON: Then t h a t would 

necessitate the same pooling orders f o r the Wolfcamp. I t 

would -- yeah, t h a t ' s r i g h t , the Wolfcamp would also be — 

MR. PEARCE: As I understand i t 

the o l d pool which once e x i s t e d i s gone so now we're dealing 

w i t h a Wolfcamp pool a f t e r '75 so i t would also be 320. 

MR. DICKERSON: Right. 

MR. PEARCE: I was j u s t t r y i n g 

to f i g u r e out how t o suggest the Examiner consider w r i t i n g 

t h a t order, whether we can j u s t pool 40 i n the Wolfcamp. 

MR. DICKERSON: Well, the ap­

p l i c a t i o n requested f o r a gas p r o r a t i o n u n i t 320 acres, pool 

everything from the Wolfcamp down t o the base of the Morrow 

so t h a t we've got i t a l l regardless i f t h a t happens, a l ­

though they a n t i c i p a t e o i l i n the Wolfcamp. 

And so i f the a n t i c i p a t i o n 

proves c o r r e c t and i t i s i n f a c t o i l , the pooling order has 

no a p p l i c a t i o n because a l l those p a r t i e s are i n other sec­

t i o n s or i n other p o r t i o n s of the north h a l f . 

MR. PEARCE: You can get a 40; 
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you don't need any pooling? 

MR. DICKERSON: That's c o r r e c t . 

MR. STOGNER: At the same time, 

though, we also — 

MR. DICKERSON: That's c o r r e c t , 

Mr. Pearce. 

MR. PEARCE: Okay, f i n e . 

MR. DICKERSON: The p a r t i e s to 

be pooled are not located i n the northeast northeast. 

MR. PEARCE: So we can pool a 

320 gas u n i t f o r Wolfcamp and Morrow. 

MR. DICKERSON: That's r i g h t . 

MR. PEARCE: And j u s t disregard 

the 4-acre o i l because you don't need t o pool them on t h a t . 

MR. DICKERSON: That's c o r r e c t 

but we do need an unorthodox l o c a t i o n . 

MR. PEARCE: A l l r i g h t , yes, 

s i r , thank you. 

MR. STOGNER: An unorthodox 

Wolfcamp l o c a t i o n regardless i f i t ' s — 

MR. DICKERSON: Right. 

MR. STOGNER: — an o i l or a 

gas well? 

I have no f u r t h e r questions f o r 

any witness. 

Is there any other questions? 

MR. DICKERSON: No. 
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MR. STOGNER: Is there anything 

else f u r t h e r f o r Case Number 8237? 

Being no f u r t h e r i n f o r m a t i o n 

f o r 8237, I w i l l hold the record open on t h i s case pending 

the subsequent i n f o r m a t i o n f o r the Wolfcamp t a r g e t . 

(Hearing concluded.) 
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C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO HEREBY CERTIFY 

t h a t the foregoing T r a n s c r i p t of Hearing before the O i l Con­

se r v a t i o n D i v i s i o n was reported by me; t h a t the said t r a n ­

s c r i p t i s a f u l l , t r u e , and c o r r e c t record of the hearing, 

prepared by me to the best of my a b i l i t y . 

- ^ ^ ' - t m S n * Examiner 
Oi l Conservation Division 


