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STATE OF NEW MEXICO 
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STATE LAND OFFICE BLDG. 
SANTA FE, NEW MEXICO 
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* • *.' / ' -MR.;-; -RAMEY: The hearing w i l l come t o order. 

We'11 c a l l next Case'7730.. 

'. <\ "•• "-. . ',. • . MR...-- PEARCE: That -is .on the a p p l i c a t i o n of 

C & K Petroleum, Incorporated, for..compulsory po o l i n g , Lea 

County,,/ New. Mexico. . -' - . ' 

••••'•;.' ..MR. RAMEY: Ask f o r appearances, please. 

,; . ' MR. KELLAHIN: • Mr. Chairman, I'm Tom K e l l a 

h i n . of Santa"'Fe,'New Mexico, appearing on behalf of the ap

p l i c a n t , and . I "'have four, witnesses t o be" sworn. 

''" • • . .. MR. LOPEZ: Mr. Chairman, my name i s Owen 

Lopez with' the Hinkle Law Firm, Santa Fe, New Mexico,- ap

pearing on behalf of Texaco, and s i t t i n g .with me at'counsel 

t a b l e i s c h i e f counsel for- Texaco from Midland, -Mr. Bruce 

Pope, and-I've -brought an associate-, Tim.Bruce, who's going 

t o s i t w i t h "me, too, and we have three witnesses t o be sworn. 

- V MR. -RAMEY: Ask t h a t a i l ' w i t n e s s e s stand at 

t h i s time. -• ;- . 

. (Witnesses sworn.) 

'-....• MR. RAMEY: You may, proceed, Mr. K e l l a h i n . 

"''.-' MR. LOPEZ: Mr. Chairman, -perhaps as a pre-, 

l i m i h a r y "-matter, we ought t o s o r t of at l e a s t c l a r i f y f o r my 

sake some of the. r u l e s of the game.' ' 

• ' • As I t h i n k the Commission knows, we've f i l e d 

Case Number 7762, which -is a compulsory p o o l i n g case which 
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a f f e c t s the south, h a l f of the quarter s e c t i o n involved herein 

the southwest quarter, of Section 27, but we've f i l e d ' a compul--

sory "pooling- case f o r a stand-up p r o r a t i o n u n i t comprising 

the'-east K h a l f i ' • 

.. ' , ;•' . . " '.Much' o f : the"'.evidence t h a t w i l l be put on 

here today w i l . l be a p p l i c a b l e t o t h a t case, and-as I under

stand i t , t h a t case i s being advertised and i s about, t o be 

(inaudible) a t t h i s time. So I would, f i r s t of a l l , l i k e t o 

amend our -a p p l i c a t i o n i n t h a t case t o include a l l formations 

through the Pennsylvanian. I think- the a p p l i c a t i o n i t s e l f 

reads only the Pennsylvanian. ' 

Secondly, i t ' s my understanding t h a t t h a t 

case w i l l be heard before the Commission on December 16th, 

depending on the outcome of the hearing today, so i n t h a t r e 

gard t o f a c i l i t a t e what might take place on the 16th of De

cember, I don't know whether, t h i s can be accommodated by the 

Commission or not, but Mr. Kellahin. and I agreed t h a t we w i l l 

be w i l l i n g t o s t i p u l a t e w i t h respect t o our respective c l i e n t 

t h a t a 200 percent r i s k f a c t o r , whoever i s the winner i n the 

outcome of the case, would be ap p l i c a b l e as f a r as we're con

cerned, and,therefor, t h a t might dispense w i t h having t o put 

on any evidence w i t h respect t o — whether or not t h a t ' s r e 

quired by the Commission so r e q u i r i n g i t , , i f t h a t ' s the case, 

I imagine Mr. K e l l a h i n i s prepared t o go forward today and-



9 

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 

we w i l l be on the-; 16th. 

. ' The other aspect of.,;the case we're not pre

pared t o put on today i s bona f i d e e f f o r t s t o get other 

•working i n t e r e s t owners t o j o i n - i n pur p r o r a t i o n u n i t , which 

w e ' l l have t o put on at t h a t . t i m e at the December 16th hearing 

F i n a l l y , and I t h i n k the'evidence w i l l bear 

i t out today, but I would perhaps request a t t h i s time t h a t 

the Commission take a d m i n i s t r a t i v e n o t i c e of the f a c t t h a t 

Yates Petroleum i s j o i n i n g our side i n t h i s dispute and a 

l e t t e r i s i n the m a i l , or somewhere i n the f i l e , supporting 

our p o s i t i o n i n requesting a stand-up u n i t and agreeing t o 

j o i n w i t h us i n a w e l l t o be d r i l l e d ' a t an orthodox l o c a t i o n 

w i t h respect t o the stand-up p r o r a t i o n u n i t , and also opposin 

the a p p l i c a t i o n of C & K today. 

Therefor, I.would request t h a t the record-be 

kept open u n t i l the Commission sees t h a t l e t t e r . 

We have nothing f u r t h e r and we're ready t o 

go. 

MR. RAMEY: Thank you, Mr. Lopez. 

MR. KELLAHIN: Mr. Chairman, the case as 

o u t l i n e d by Mr. Lopez i s a dispute over how t o o r i e n t a pro

r a t i o n u n i t ' i n the Casey-Strawn Pool. 

The Casey-Strawn Pool i s spaced on 80-acre 

spacing. I t ' s an o i l pool and there have been a number of 
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w e l l s d r i l l e d - i n the immediate area. 

• ..• , •-. •. - The area, i n question i s the southwest quarte 

of Section '27, and w e ' l l have some maps t o show you the r e l a 

t i v e p o s i t i o n of the d i f f e r e n t w e l l s . What we propose t o 

accomplish by t h i s . a p p l i c a t i o n i s the formation of an 8.0-acre 

p r o r a t i o n u n i t t h a t would c o n s i s t of the south.half of the 

.southwest quarter of 27. The a p p l i c a t i o n . o f C & K i s opposed 

by Texaco and Yates. They b e l i e v e t h a t the p r o r a t i o n u n i t 

ought t o be the east h a l f of the southwest quarter. Therein 

l i e s the dispute. 

Depending on the outcome of the Commission 

i f you agree, w i t h us t h a t the south h a l f i s the more appro

p r i a t e p r o r a t i o n u n i t , we would l i k e t o proceed w i t h the com

pulsory pooling' of those i n t e r e s t s t h a t w i l l not j o i n us. 

Conversely, i f your deci s i o n i s t h a t the 

east h a l f of the southwest quarter i s the p r o r a t i o n u n i t t o 

be formed, then we have t o go.to the question of whocis^the 

operator f o r t h a t proration- u n i t and r i g h t now. the only 

pending a p p l i c a t i o n i s what Texaco has f i l e d f o r t h a t p o s i t i o j n 

We have s t i p u l a t e d w i t h Mr. Lopez t h a t i n 

ei'ther event there i s no o b j e c t i o n i f the compulsory p o o l i n g 

order bears the 200 percent penalty. 

Having said t h a t , I ' d ; l i k e t o c a l l my f i r s t 

witness. 
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-':,.MR. LOPEZ: Mr. Chairman, while the witness 

i s t a k i n g the stand, j u s t f o r m y • c l a r i f i c a t i o n , i s the Commis

sion w i l l i n g t o go ahead w i t h the 200 percent penalty w i t h o u t 

evidence' or j u s t recommend i t s own? 

MR. PEARCE: •Let me ask both counsel one 

question. Do we have the s t i p u l a t i o n of a l l i n t e r e s t owners 

i n the w e l l t h a t the 20 0 percent i s adequate? Are there i n 

t e r e s t holders who have not spoken t o that? 

MR.. PCELLAHIN: ' There w i l l be i n t e r e s t owners 

not represented here t h a t -—.' 

MR. PEARCE: Then we need some evidence i n 

our record- i n support of the penalty. 

MS. LEBOW: Tom, a l l of these i n t e r e s t s owners 

except Texaco and .Yates are c o n t r a c t u a l l y committed t o C & K. 

MR. KELLAHIN: Why don't you l e t me ask you 

some questions, Danie, before you s t a r t t e s t i f y i n g . 

MS. LEBOW: No, I mean could you speak t o 

what he j u s t said i n — 

MR. KELLAHIN: Nope,-that comes under — 

MS. LEBOW: Thank you. 
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. '. •. . DAN IE LEBOW . 

being c a l l e d as a witness and being duly sworn upon her 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.- KELLAHIN: 

Q.- Ms. Lebow, would you please s t a t e your name 

and occupation? 

fl. -My name i s Danie Lebow. I work f o r C &.K 

Petroleum. I am a - c e r t i f i e d p r o f e s s i o n a l landman. 

Q. Ms. Lebow-, have you pr e v i o u s l y t e s t i f i e d as 

a landman before the O i l Conservation Division? 

fl. Yes, I have. 

0. A l l r i g h t , and pursuant- t o your employment 

by G & K Petroleum have you done c e r t a i n land-.searches, ac

q u i s i t i o n s of t i t l e opinions, and c i r c u l a t i o n of t i t l e docu

ments w i t h regards' t o formation of a spacing and p r o r a t i o n 

u n i t f o r the subject well? 

. fl. Yes, s i r . .' 

MR. KELLAHIN:. I f the Examiner please, we 

tender Ms. Lebow as an expert petroleum, landman. 

MR. RAMEY: She i s so q u a l i f i e d , Mr.. K e l l a h i 

Q. Ms. Lebow, i have' placed, before you a tabu

l a t i o n of e x h i b i t s , t h a t we have marked as C & K Petroleum Ex-



h i b i t s One through Nine. 

Let me 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 , 

Ms. Lebow, t o the index of e x h i b i t s and ask you t o t u r n f i r s t 

of a l l t o E x h i b i t Number One, which i s the e x h i b i t appearing 

a f t e r the yellow tabbed index and i t i s i d e n t i f i e d as a 

schedule of ownership of the southwest quarter of Section 27. 

Is t h i s a document t h a t you prepared? 

fl. I d i d . 

Q. Are you gene r a l l y f a m i l i a r ^with the land • 

ownership w i t h regards t o minerals and leaseholds f o r the . 

southwest quarter of Section 27? 

fl. Yes. 

Q. What i s C & K Petroleum attempting t o accom

p l i s h by the a p p l i c a t i o n before the Commission here today, Ms 

Lebow? • 

fl. We' are attempting t o give every owner i n the 

southwest quarter a r i g h t t o p a r t i c i p a t e i n d r i l l i n g , as t o 

t h e i r r o y a l t y , leasehold, whatever i n t e r e s t . 

Q. What i s the o r i e n t a t i o n of the p r o r a t i o n 

u n i t t h a t you propose t o dedicate t o t h i s well? -

A. The south h a l f 4 southwest quarter. 

g. . •: Now, "would you describe generally when you 

H i r s t , commenced working on the project, f o r the d r i l l i n g of 

t h i s p a r t i c u l a r well? 
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fi. . • Oh, e a r l y '82. • 

Q. And i n doing t h a t work, what d i d you f i r s t 

do, Ms •. Lebow? . . ' ' • ' • • " 

'A. We f i r s t were able t o secure an i n t e r e s t f o r 

C & K Petroleum t h a t would me r i t d r i l l i n g a w e l l . 

... Q. As of t h i s time can you t e l l us ge n e r a l l y 

what percentage of'.the p r o r a t i o n formed by .the south h a l f of 

the southwest.quarter of the se c t i o n would be controlled, by 

C & K Petroleum, Inc.? 

A. I n a l l of the" southwest q u a r t e r , regardless 

of the'Way the u n i t l a y s , C & K owns 51. 06771 percent. 

Q. With regards t o i n d i v i d u a l s other than C & K 

Petroleum, what i n t e r e s t as of t h i s . t i m e have not agreed t o 

p a r t i c i p a t e w i t h C & K in . the formation of a south h a l f . 

southwest quarter p r o r a t i o n u n i t ? 

' A. There are f i v e persons who are unknown t o 

us; been' unknown t o us since '74, which c o n s t i t u t e 1.48 per

cent of the u n i t . 

Q. Those i n d i v i d u a l s are l a t e r i d e n t i f i e d — 

• A. Yes. ' . • • • ' 

'Q..', -.- i n your e x h i b i t s ? '• 

... • ':.: ' " A.- The other two i n t e r e s t s , those owned by 

Yates and Texaco. 

.' • Q. A l l r i g h t , l e t ' s t u r n then t o your E x h i b i t 
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Number .One and would you describe f o r us what happens t o the 

percentage i n t e r e s t i f the p r o r a t i o n u n i t i s formed where we 

have stand-up u n i t s , i n other words c o n s i s t i n g o f the east 

h a l f of the southwest quarter and thet; west h a l f , as opposed 

to. o r i e n t i n g the p r o r a t i o n u n i t so i t i s a south h a l f southwes; 

quarter p r o r a t i o n u n i t . 

A. • i n the west h a l f southwest quarter Texaco . 

owns 17+ percent. The Latham and Barton i n t e r e s t own 25+ per

cent.' Yates owns zero. 

Under the east h a l f southwest, which i s the 

proposal by Texaco today, Texaco has 28+ percent. The Barton 

and Latham i n t e r e s t s have .26.- Yates has 13-1/3. 

To combine these i n t e r e s t s so t h a t a l l owner 5 

i n the southwest quarter would p a r t i c i p a t e i n t h i s w e l l , 

Texaco has 22+ percent. Latham-Barton i n t e r e s t s have 12+, 

and Yates has-'6-2/3rds percent; 

Q.\ Has C & K any time p r i o r t o f i l i n g t h i s ap

p l i c a t i o n proposed t o form a p r o r a t i o n u n i t of acreage other 

than as requested now? • 

,fl. . ''--.• We d i d . 

' •. Q. Describe what'occurred f o r us. 

/. A. • After, we had made our deals w i t h Sun- and 

Enserch t o give.us t h e ' p o s i t i o n t o have enough i n t e r e s t to' 

d r i l l the-well,, then i t was time f o r me t o send out the f i r s t 
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proposal f o r the d r i l l i n g of the w e l l . The f i r s t proposal 

t h a t we send out never ends up being t h a t way by the way we 

come t o the Commission,, because of the diverse ownership. 

Q.. What was the f i r s t proposal sent? 

A. -My f i r s t proposal was the east h a l f . 

Q. " That p o s i t i o n t h a t Texaco i s now asserting? 

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

0. A l l r i g h t , what, i f any, response d i d you 

get with,regards t o the p o s s i b i l i t y of forming a p r o r a t i o n 

u n i t c o n s i s t i n g of the east h a l f f o r t h i s well? 

A. - . My l e t t e r went t o every owner of record . 

September the 10 t h . The next day Mr. E... L. Latham c a l l e d me 

and t o l d me t h a t he could not agree-.to t h i s proposal. 

Q. A l l r i g h t , i n response t o r e c e i v i n g Mr. 

Latham's o b j e c t i o n t o t h i s , what, i f "anything, d i d you do? 

A. We had a meeting and because, number one, 

we agreed w i t h Latham, because we f e l t he was r i g h t . We 

would, by standing up the u n i t , preclude h i s p a r t i c i p a t i o n 

f o r his"major mineral i n t e r e s t , which he has owned since be

f o r e the , f i e ld,>-was es t a b l i s h e d . 

Furthermore, we, C & K, had drilled a dry 

hole in the...north 80 of the east half, and we drilled that 

dry hole in...'197 5.. >• . • / 

I t might be of i n t e r e s t t o the Commission 
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t h a t Texaco,.we had pooled the n o r t h h a l f of t h a t w e l l . 

Texaco j o i n e d i n t h a t -- the d r i l l i n g of t h a t dry hole and 

t h e i r i n t e r e s t was t h i s 22 percent t h a t w.e now propose i n the 

south h a l f . • ' 

Q. Subsequent t o C i K's agreement then w i t h 

Mr. Latham w i t h regards t o the o b j e c t i o n , what then d i d you 

do next, Ms. Lebow? 

A. We sent out another, l e t t e r . * Number one, we 

i n s t r u c t e d you. t o add Texaco's name t o the nonconsenting 

p a r t i e s . Now then, a few days a f t e r t h a t a young man w i t h 

Yates, whose/name i s B u l l o c k , c a l l e d me, and he said t h a t Tex

aco had .'been c a l l i n g them and they had — Yates had decided 

t h a t they would j o i n w i t h Texaco. 

Then we asked you t o add t h e i r names t o the 

nonconsent a p p l i c a t i o n . . 

0. With regards t o the formation, then, of - a 

p r o r a t i o n u n i t - consisting, of the south h a l f of the quarter 

•section, what, i f any, a c t i o n d i d you take w i t h regards t o 

s o l i c i t i n g the cooperation and consent of a l l other working 

i n t e r e s t owners? 

A . • ' Well," the people : t h a t we were i n conversa

n t i o n w i t h on various matters', 'and i n c l u d i n g Texaco, we ad

vised.them v e r b a l l y . Then — and Yates, and I-don't r e c a l l 

i f I discussed t h a t w i t h any of the- Cone h e i r s or not, I had 
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some discussions w i t h them. I t d i d n ' t make any d i f f e r e n c e 

t o them, .t h e i r i n t e r e s t i s the same..' 

But on October the 2 2nd 'I/sent out a copy of 

a p p l i c a t i o n t o pool,- the AFE, the operating agreement, the-

t i t l e o p i n i o n , everything t o set us up t o d r i l l - t h e w e l l be

cause we had every i n t e n t i o n of d r i l l i n g i t and completing 

t h i s w e l l - t h i s year. -

Q. A l l r i g h t , l e t ' s go through some more of 

your e x h i b i t s , some of which we've touched on, and.have you 

i d e n t i f y " them f o r us. 

I f y o u ' l l t u r n , .then, t o Exhibit'Number Two 

and i d e n t i f y t h i s l e t t e r . . 

fl. E x h i b i t Two i s my l a t t e r dated September the 

10th making the f i r s t proposal t o everybody who owned-in the 

record i n an attempt t o get ..their comments on what they 

thought about i t . . " 
Q. • This i s going t o the east h a l f ? 

fl. " I beg your pardon? ' " . 

g. This is- the l e t t e r f o r the east h a l f of the 

southwest qu a r t e r . 

fl, •• Yes'. 

' Q. :.. .- . All right, let's then go to Exhibit Number 

Four' and have you identify- that- one for us. ~ • 

- . A. ... E x h i b i t Four i s a copy of your l e t t e r t o 
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.me g i v i n g me the d i s m i s s a l , the formal dismissal by the Com

mission a f t e r we had withdrawn t h a t a p p l i c a t i o n f o r p o o l i n g 

t h a t we sent. 

' Q, Well, I t h i n k you're ahead of y o u r s e l f . Ex 

h i b i t Number Three i s the a p p l i c a t i o n f o r the east h a l f , i s 

i t not? 

fl.. Oh, excuse me, I was loo k i n g a t Four, I'm 

sorry. 

. • -. ' g. A l l r i g h t , and then E x h i b i t Number Four i s 

the d i s m i s s a l . o f the f i r s t p o o l i n g , 

fl. Yes. 

g. A l l r i g h t , l e t ' s go on then t o E x h i b i t Num

ber Five. . 

fl. E x h i b i t Number Five i s C & K's f i n a l pro

posal f o r the d r i l l i n g of the w e l l under the terms as agreed 

upon between .ourselves and the people t o the best of our know 

ledge a t t h a t time. 

~g. . • A l l r i g h t , t h i s i s the one then f o r the 

south h a l f ? 

ft. • ' ' Right'. 

• ;. .•• >Q. *: • A l l r i g h t , l e t ' s t u r n then and look a t Ex

h i b i t A attached t o the l e t t e r , which shows the various i n 

t e r e s t s \ Tlie f i r s t p a r t y i n d i c a t e d i n the t a b u l a t i o n i s . 

Texaco. 
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A; Correct. 

•.. Q.. You t e s t i f i e d t h a t they have advised you 

t h a t they do not want t o p a r t i c i p a t e i n ah o r i e n t a t i o n of 

t h i s p r o r a t i o n u n i t as you have proposed. 

A. When t h i s l e t t e r was mailed I f e l t , I had 

nothing i n w r i t i n g but had conversation w i t h Texaco, we had 

two w e l l s going at once and i n a l l t h i s conversation i t was 

my understanding t h a t they intended t o p a r t i c i p a t e . They d i d 

not put i t i n w r i t i n g and I now know t h a t -- t h a t they don't 

int e n d : t o p a r t i c i p a t e . 

. ,-Q. The t h i r d name, on the t a b u l a t i o n i s Yates 

Petroleum Corporation. Am I c o r r e c t i n understanding t h a t 

they have also advised you t h a t they won't p a r t i c i p a t e as 

you propose? 

A.' They have. • 

: 0/ ^ With those two exceptions, and w i t h some un

known working i n t e r e s t owners, which w e ' l l i d e n t i f y , w i t h 

those three general exceptions, then, everyone else has exe

cuted an,.AFE and an operating agreement? 

A. We have i n our, hand the AFE and/or operating 

agreement from everyone except Mrs. Morris. Mrs. Morris 

c a l l e d me l a s t Friday and said she i s sending her executed 

AFE and operating agreement t o us. 

g. i f y o u ' l l t u r n t o the same set of documents 
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t h a t appears under the tab E x h i b i t Five, u n t i l you get t o 

a copy of G & K's a p p l i c a t i o n f o r the south h a l f of the south 

west q u a r t e r , d i r e c t i n g your a t t e n t i o n t o what has been i d e n t 

i f i e d i n paragraph - four as schedule of unleased i n t e r e s t s , 

are you w i t h me? 

fl. : Yes. 

Q. A l l r i g h t , the f i r s t name i s Kenneth Cone? 

fl. Kenneth Cone, a f t e r we f i l e d t h i s a p p l i c a t i o m 

spoke t o me on the phone. He executed an AFE and an operating 

agreement. He i s . j o i n i n g us. 

g. A l l r i g h t , Mr. Ringold./. then. 

fl.- Mr.. Ringold's address has been unknown t o me 

since 197 4.-' 

Q. . ••• Mr. Ringold w i l l be one of the i n d i v i d u a l s 

y o u ' l l - seek'.a -pooling order against-. 

:. 'fl. . ' ' - Yes,; s i r . 

Q. '-. ' A l l r i g h t , and then the next page we have 

three d i f f e r e n t Parks.- I assume a l l those people you have 

not"been able t o f i n d . 

v ' .fl: -The three Parks.,. Ruth Armstrong, Luther 

Emery,.' and then Lenore Parks, a l l of these people we have 

been unable t o f i n d and have made d i l i g e n t e f f o r t s t o do so. 

Q. ' . Now are these i n t e r e s t owners under the 

Parks i n t e r e s t t h a t they have i n other w e l l s d r i l l e d i n t h i s 



21 

f i e l d ? . 

A. • Yes 

Q. Have they been the : subject of compulsory 

pooling orders i n the past? 

A. They have. ',' 

Q. And what e f f o r t s , g e n e r a l l y summarizing, hav<£ 

you made i n an attempt t o loca t e the Parks- i n t e r e s t ? 

A. I have employed Mr. E. B.- i l o y t , J u n i o r , who 

r e p u t a t i o n i s known.to the- Commissioner, f i r s t before we 

d r i l l e d the f i r s t w e l l i n t h i s f i e l d . lie made an extensive 

e f f o r t t o loca t e these people.-

I know of my own knowledge t h a t Bass and 

Yates have made an attempt t o f i n d these people. 

0. . To-the best of your knowledge, n e i t h e r C & K 

nor any. other operator i n the f i e l d has been able t o loca t e 

the '.Parks? , '* 

'•"''. . , A. ... '.' No. .' 

Q. ' A l l r i g h t , i f y o u ' l l t u r n , then, down t o 

the, same e x h i b i t - t i l l you. get to- the model form operating 

agreement, i s t h i s the operating agreement t h a t you have 

c i r c u l a t e d amongst the,working i n t e r e s t owners? 

A. I t i s . 

Q. And t h i s i s the one t h a t ' s been executed by 

everyone except the unknown i n t e r e s t owners and Texaco, and 
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Yates, 

A. And I do not have Mrs. Morris y e t but i t i s 

coming, she t o l d me i t was.' 

Q. ' .Let's t u r n then t o Exhibit' Number Seven, Ms, 

Lebow, which I b e l i e v e i s a copy .of the AFE f o r the proposed 

w e l l . I s t h a t .not what t h i s i s ? 

A. That i s t r u e . . These are the copies of exe

c u t i o n by various p a r t i e s . 

Q. Do you know of your own knowledge, Ms. Lebow 

how.the proposed AFE compares w i t h the a c t u a l costs of other 

w e l l s d r i l l e d i n t h i s f i e l d ? 

A. To some ext e n t , yes. I'm not an expert any 

more of costs, though. This AFE was prepared by our operations 

manager. We f i r m l y , i n t e n d t o come i n under these costs f o r 

the pure'and simple reason t h a t at the time i t was prepared, 

t h a t costs had gone down somewhat. 

g. . '• ' B u t - t h i s i s .the A u t h o r i t y f o r Expenditure 

t h a t you c i r c u l a t e d among a l l the working i n t e r e s t s ? 

.A." Which has been signed by the j o i n i n g p a r t i e s 

< . • Q. . ,.-'> A l l r i g h t . Let's go, then, t o E x h i b i t Num

ber Eight and have you i d e n t i f y t h a t e x h i b i t f o r me-. 

A; ' This e x h i b i t addresses i t s e l f t o COPAS ac

counting agreement attached t o the operating agreement; has 

reference t o the a d m i n i s t r a t i v e overhead r a t e . I t i n d i c a t e s 
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2 t h a t the Commission,has r e c e n t l y approved these r a t e s ; f o r 

3 d r i l l i n g , $4,1 8 0 per month-; f o r producing, $423 per month. 

4 There's a reference here t o a D i v i s i o n Order 

5' R-7094. . I t - makes reference t o a compulsory pooling.order, 

6 C & K obtained i n October --

7 fl. ' I t does. 

8 .0, — f o r a p r o r a t i o n - u n i t i n the se c t i o n imme-

9 d i a t e l y t o the east of Section — 

10 fl.' I t ' s the same se c t i o n . I t ' s --

11 & — 27? 

12 fl. I t ' s the same s e c t i o n , the southeast quarter, 

13 The southeast quarter of the same s e c t i o n , 

14 a l l r i g h t . , 

15 ' •' '-'.A. .Correct. 

16 • Q. '. .We're now. i n the west ---

17 "-. A. Yes. 

18 •Q- - ' ' • ~--".of * the southwest qu a r t e r , a l l r i g h t . 

19'; .. - / A. : - . " ."Yes. 

20 '-•v : Q. . . And these were the same f i g u r e s adopted a t 

21 t h a t p o i n t . 

22 • fl. Yes. 

23 - & Are these the f i g u r e s t h a t were included i n 

24 the operating agreement c i r c u l a t e d -to the working i n t e r e s t 

25 ; owners? 
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A". On the 27' No.. 2 Well, yes. 

0. And those are the number's you would request 

be incorporated i n the curr e n t pooling order? 

fl. Yes. • . 

- Q. Have you had any conversations w i t h the 

Texaco personnel w i t h regards t o t h e i r p a r t i c i p a t i o n i n the 

u n i t as you propose? 

A. .Yes-, and other people who work f o r C & K 

have. At some.point i n time, I'm unable t o t e l l you e x a c t l y 

the date, Tom Bryla w i t h Texaco c a l l e d me about the,AFE on. 

the B l o c a t i o n . This was t h e " f i r s t one t h a t I sent out, and 

.•-"'• ' ' . • ' . y . ' • • 

I t o l d him a t t h a t time t h a t C & K'would have t o — we pro

posed1'to. r e - o r i e n t .-the proration- u n i t , and f u r t h e r , would -he 

g i v e - h i s : a t t e n t i o n t o - t h e No. 2 Well, because i t would i n 

f a c t s p u d ; f i r s t the way things had evolved. 

;•• ' v-'p/v • ."--•That's the one i n the southeast q u a r t e r . 

'"' :

3.':* •;-' . fl; : • '• Correct-. - We, had, ' you know, thought f o r some 

months .that the "B" Well, the southwest would be the f i r s t 

w e l l t o spud: As i t worked out, the Other one was f i r s t , and 

now t h a t was my personal conversation w i t h Tom Br y l a , t h a t 

I - j u s t asked him — I t o l d him we would have t o redefine, 

t h i s and- send out — I sa i d , I've got t o send you a bunch 

more papers and i n f o r m a t i o n , b ut give-your a t t e n t i o n t o the 

other w e l l ; i t ' s the one t h a t ' s going t o go f i r s t . 
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2 Q. ' What, i f any, communications d i d • you receive 

3 from Texaco personnel w i t h regards t o t h e i r consent or ob-

4 • j e c t i o n t o ' t h e south h a l f p r o r a t i o n u n i t ? 

5 A. A f t e r Mr. Bryla advised' me on the telephone 

6 t h a t , .you -know, they would oppose us, then he wrote, us a l e t -

^ ter"which was dated November the 4th, s t a t i n g i n w r i t i n g , 

^ but p r i o r t o r e c e i p t of h i s l e t t e r , -and he was k i n d enough 

9 t o d e l i v e r i t t o us, but our Mr. John M o f f i t t had w r i t t e n a 

10 l e t t e r t o Texaco and. t o Yates begging a meeting t o resolve 

11 these problems before the f a c t . 

12 ; Mr.- M o f f i t t the next day, which as I r e c a l l 

was. on-;.a'" Friday, went t o see Yates Petroleum i n A r t e s i a . 

14 - " 0. . ' . Let me ask you, Ms. Lebow, .things t h a t you 

1 5 know-of your own knowledge and not what Mr. M o f f i t t may have 

. learned. " • ' ' . ' • 

' , A. ... -No., but I know-.-that, he went t o see them t o 

attempt t o mediate the problem. . -

13 

16 

17 

18 

20 

24 

25 

19 •'•*'&'•• ' -Don't t e l l me"'about . ' i t . 

fl. Okay. 

21 ' , . Q. What, t o your knowledge,- were -the o b j e c t i o n s 

2 2 r a i s e d t o the p r o r a t i o n u n i t by Texaco? Do they ever commun-

23 i c a t e these o b j e c t i o n s .to you? 

'A. • ," I'd r e a l l y — I couldn't say, Tom. 

Q. A l l r i g h t . Now, 'with regards t o Yates, what 
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i f any, communication have you had from Yates w i t h regards t o 

t h e i r p o s i t i o n ? ' 

"A. ' . Only the v e r b a l . -

Q. That they would not join?-

A. They j u s t said they would j o i n w i t h Texaco 

i n opposing us. They d i d n ' t say they wouldn't j o i n . 

Q, A l l r i g h t . 

• -Were E x h i b i t s One through Nine compiled unde 

your d i r e c t i o n and supervision? 

A. . Yes,; s i r . 

MR. KELLAHIN: That concludes my examination 

of -Ms. 'Lebow, Mr', "chairman. 

:• • MR.- ;RAMEY: 'Any questions of Ms. Lebow? 

'/. ' ' '• / MR. LOPEZ:' Yes, Mr. Chairman. 

• ; /MR. RKMEY: -Mr. Lopez. • 

CROSS EXAMINATION 

BY MR. LOPEZ: - • .-.';... ' • " 

Q. Ms. Lebow, I beli e v e you stat e d i n your t e s t 

imony t h a t , as-the world would have i t , i n i t i a l proposals are 

always changed. What was the basis of C & K proposing the 

east h a l f p r o r a t i o n u n i t t o begin with? 

A. I n any of our deals we must at some p o i n t 

make a f i r m proposal t o the owners i n order t o come - up w i t h 
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whatever we i n t e n d t o do, and we attempt .'-to hear everybody 

else and be f a i r t o everybody, you'know. 

I myself,' and I f r e e l y admit t h i s , the reasoiji 

I set i t on the east h a l f , the t i t l e is. d i f f e r e n t on the west 

h a l f . I - was i n a h u r r y , we were r e a l l y i n -a push to'get t h i s 

done. I t was. easier f o r me j u s t t o l i s t the owners under the 

east h a l f , and then we could get the comments from everybody 

on .that basis. • 

Q. I s t h i s standard operating procedure as f a r 

as you're concerned? "''•': 

' •;, • A. ". .Well., more or l e s s , yes, because you have 

to — we have t o at some" p o i n t i n - t i m e :f i r m l y make a proposal 

Then-'we begin'our n e g o t i a t i o n s - w i t h people who d i f f e r w i t h 

us., yes . . • . - -. - ", :•-

-.r :' , , , _Q,r •• • ••Then, i f ,1 uhders;tarid-your testimony correct

ly,, y o u ' r e . t e l l i n g me t h a t the basis f o r s e l e c t i n g a p r o r a t i o h 

u n i t has nother to. do w i t h g e o l o g i c a l or r e s e r v o i r engineering 

reasons but.has t o do with, f a c i l i t y : o f the landman i n i d e n t i -

.. f y i n g the , '•' 

ft. Well, no, now • in. .some, cases , i n t h i s p a r t i - , 

c u l a r case i t made no d i f f e r e n c e . t o our - s c i e n t i s t s because' 

C & K's i n t e r e s t ' i s the same regardless.' I t made no d i f f e r 

ence . 

Where i t is' a matter o f — and at any r a t e , 
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the w e l l l o c a t i o n which the s c i e n t i s t s s e l e c t would not change 

regardless, and 'there on t h a t , i n t h i s p a r t i c u l a r u n i t i t made 

them no d i f f e r e n c e which way I . stood. i t . 

Q. . , i,believe:.you also s t a t e d t h a t when you .heard 

the' next'day a f t e r you sent your September 10th l e t t e r from 

Mr. Latham, t h a t C & K-changed t h e i r p o s i t i o n and agreed t h a t 

a layd'own u n i t i n 'the south h a l f of. the southwest; q u a r t e r 

would be a p r e f e r a b l e p r o r a t i o n ' u n i t . Would you give me the 

reasons t h a t Mr. Latham expressed t o you or the reasons C & K 

decided ,that a laydown unit.was the p r e f e r a b l e approach? 

• . .A. I f we stand the u n i t -up- c e r t a i n mineral 

owners on the west, side would be deprived of a p o s i t i o n i n 

t h i s w e l l . "':•• "' ' • . 

i . .. . Beyond, t h a t , there i s a • dry hole i n the 

north 40' acres of the east h a l f . '. 

- •. ' We-'felt t h a t i t would not be a defensible 

p o s i t i o n because of the dry hole.' and because of depriving! 

these mineral owners of t h e i r r i g h t f u l p a r t i c i p a t i o n . 

g. . " • These mineral owners i n the east h a l f of the 

southwest quarter would always have the o p p o r t u n i t y t o d r i l l 

an o f f s e t w e l l on the west half, of t h a t quarter s e c t i o n , 

would they'not? ' . .;.'• 

• - A. What -- I beg-your pardon now?' 

Q, Assuming we' have a stand-up u n i t , 'the owners 
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i n the West h a l f of the southwest quarter would always have 

the o p p o r t u n i t y t o d r i l l an o f f s e t w e l l t o p r o t e c t t h e i r ac

reage, would they-not? 

A. . They could.: I t would:? seem r a t h e r f o o l i s h t o 

me t o have two w e l l s when one w e l l would serve" the purpose. 

Q. I suppose t h a t — " 

A. That's my. opinion and I am not an expert on 

what you're t a l k i n g about... . . . 

Q„. . • ' I . b e l i e v e t h a t ' s the issue before the Com-

mission".;.today, so I guess w e ' l l get on w i t h i t . 

, -A. Othe'r people can address' t h a t f a r b e t t e r 

than me.,' • ' 

, g." - . 1 believe you .also s t a t e d t h a t i t was C & K* 3 

i n t e n t i o n t o d r i l l ' and comp'iete' the w e l l - t h i s year; however, 

I note i n reviewing." the AFE attached f o your E x h i b i t Five, 

t h a t t h e estimated spud date i s i n d i c a t e d as 12-1-32. The 

t o t a l depth date i s 1-10-8 3, and the estimated completion 

date i s 2-10-8 3. This doesn't correspond t o your testimony. 

Which i s c o r r e c t , the AFE or your testimony? 

-. - A. • ' The operations manager set up those dates 

f o r the commencement of the w e l l t o t i e i n w i t h h i s schedule 

of d r i l l i n g r i g s . We could.have, we s t i l l i n t e n d t o , spend 

t h i s money f o r these i n v e s t o r s , and f o r these j o i n e d people, 

somehow t h i s year. The tax people w i l l determine how- we go 



, • ... .. 30 

about t h a t . We are, i n f a c t , able t o spud the w e l l . 

Q. Then am I t o understand'!rom your testimony 

t h a t the purpose f o r d r i l l i n g t h e . w e l l or commencing the 

d r i l l i n g of the w e l l t h i s y e a r . i s f o r tax purposes of the 

inv e s t o r s i n the w e l l and no other reason? 

A. •' Mr. Lopez, the reason t h a t people spend 

money on' d r i l l i n g i s primarily"because of t h e i r tax s i t u a t i o n 

i t has been my,experience. 

.j'"" ' ''•;.•'.'•"',. 'These i n d i v i d u a l s who own under t h i s , ' Mrs. 

M6ore ;> a:nd the .Cone h e i r s , Petroleum Corporation'of Texas, 

Heritage 'of .Tills a,; they might, even wish we'd wait awhile i f 

we/'don't. go-.ahead and '-do i t by the end of the year'. 

,"•':.'•.• " t ,' 'We would -just' .be at'pains t o r e s t r u c t u r e the 

whole deal i f "we do not carry forward on. t h i s . 

0.' •*' Ms. Lebow, I believe'you also' t e s t i f i e d t h a t 

the various.'interest owner's t h a t you've i n d i c a t e d on your 

e x h i b i t , ; except f o r Texaco and Yates,- have agreed t o j o i n i n 

the d r i i i i n g of a we'll f o r which the south h a l f of the- quarte 

s e c t i o n i s . dedicated as the. p r o r a t i o n u n i t . 

' • Do you have any reason t o believe t h a t the 

same i n t e r e s t owners would be u n w i l l i n g t o j o i n i n a p r o r a t i c 

u n i t t h a t was comprised of the east h a l f of t h a t same quarter 

se c t i o n but f o r the Latham, the Parks? . 

.A.' .1 don't know, I don't.'. • • 

n 
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MR. LOPEZ: No f u r t h e r questions, Mr. Chair

man. 

.MR. RAMEY:. Any other questions of Ms. Lebow? 

She. may be excused; ' 

MICHAEL MOSLEY ... 

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' follows., t o - w i t : 

DIRECT EXAMINATION '. ... 

BY MR... 'KELLAHIN : . 

•; ''.Q- , "•• Mr.. Mosley,, would you please s t a t e your name 

and occupation? 

A. • My name i s Michael Mosley. I'm employed by 

'c';S K i n Midland,' Texas, aSija- g e o l o g i s t . 

. • g. , , Mr.. Mosley, have you pr e v i o u s l y t e s t i f i e d 

•beforet.the D i v i s i o n as a petroleum .geologist? . ; 

A. Yes, s i r , I have.1. . • , 

g. " ... Pursuant t o your employment by C & K as a 

ge o l o g i s t , -have, you done c e r t a i n "geological work w i t h regards 

t o d r i l l i n g , prospects i n - t h e Casey-Strawn Pool t h a t ' s the 

subject of t h i s a p p l i c a t i o n ? • .. . -. 

• • A. Yes, s i r . 

MR. KELLAHIN: Mr.' Chairman, we tender Mr. 
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Mosley as an expert petroleum g e o l o g i s t . 

MR. RAMEY: So q u a l i f i e d , Mr. K e l l a h i n . 

0. Mr. Mosley, I-hope I've numbered'your e x h i b i t s 

the same•way you have. Let's check the f i r s t one and see how 

close I got. 

I'm up t o Number Ten and I've labeled t h a t 

your s t r u c t u r e map on top of the Lower Strawn lime.. 

• -,fl. '", Yes!,- s i r . 

" 0. ' , So f a r , so good. 

".- F i r s t of a l l , Mr. Mosley, l e t ' s have you 

t e l l us j.ust a l i t t l e b i t about what- you've attempted t o de

p i c t on t h i s s t r u c t u r e map.-

• fl. , Yes, s i r , t h i s i s a. s t r u c t u r e map contoured 

on top of the Lower Strawn lime, which — 

0. Y o u ' l l have t o speak up f o r me. I can't 

hear you. - .. 

A. Right. This' i s a s t r u c t u r e map contoured 

on top of the Lower Strawn lime, which i s the pay zone i n 

both the Casey-Strawn and the East-Lovington F i e l d t o the 

northwest. This i s i n c l u d e d ' i n these e x h i b i t s t o show the 

more or less r e g i o n a l s e t t i n g ' of the Casey-Strawn. Y o u ' l l 

see t h a t the .Casey-Strawn producing w e l l s are - s i t t i n g on top 

of a more or less north/northeast — or east/northeast 

t r e n d i n g s t r u c t u r a l nose, on the Lower Strawn lime. 
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The c o l o r code included, w e l l s colored blue 

are produced from the Lower Strawn i n t e r v a l . The w e l l s , 

other w e l l s c i r c l e d e i t h e r penetrated or t e s t e d the Strawn, . 

w i t h Yeso production shaded i n orange, and Abo production.' 

shaded i n yellow, and San Andres production, shaded i n green, 

w i t h the. dry holes merely c i r c l e d w i t h the dry hole symbol. 

.- '' 0. ' ' 'The C & K a p p l i c a t i o n requests a compulsory 

pooling of the south.half southwest quarter of 27 f o r ' a l l 

the Pennsylvanian formations. I assume the Casey-Strawn i s 

:one.of-the Pennsylvanian formations, 

•fl. * '''•'- > .'..Yes , sir.. • 

g. Are there any other, of the Pennsylvanian 

formations t h a t produce i n the immediate area? 

fl. There have' been shows but there i s no, s i g n i 

f i c a n t production i n the immediate area from any other Penn

sylvanian formation. 

0. So the p r i n c i p a l o b j e c t i v e then i s i n f a c t 

the Casey-Strawn. Pool. . 

fl. Yes, s i r . 

Q. You've i d e n t i f i e d the proposed l o c a t i o n by 

the double red c i r c l e s ? 

fl. Double red c i r c l e s .with the orange arrow 

p o i n t i n g t o i t . 

g. ' A l l r i g h t , s i r , what i s t h i s f i e l d o f f here 
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2 t o the north, and t o the west, .what's that? 

3 fl. That i s the East Lovington Penn F i e l d , which 

4 also produces from the Lower Strawn' lime i n t e r v a l . 

5 Q. D i r e c t i n g your a t t e n t i o n back t o the Casey-

6 Strawn Field,.Mr. Mosley, what i s the spacing i n t h a t f i e l d ? 

7 fl. These w e l l s are d r i l l e d on 80-^-acre spaces. 

8 -. " g. ' And they produce o i l , do they not? 

9 fl.- •• . "'. Yes, s i r , ' and a s i g n i f i c a n t amount, of gas i n 

10 most cases ./'•;. 

11 g. •; A l l . r i g h t . Could you give us a l i t t l e of 

12 the background about t h e . f i e l d , Mr/ Mosley, by commencing, I 

13 .guess,'with an i d e n t i f i c a t i o n of the discovery well? 

14 A. Yes, s i r . The discovery w e l l was d r i l l e d 

15 i n the southeast quarter of Section 27., I t i s labeled 1 on 

16 t h a t - - o r No. 3, excuse me,;on your s t r u c t u r e map. 

17 g. I t ' s the w e l l i n the southwest of the south

18 east of 27? • 

19 .'A. Right, i t ' s 66 0 from the south and 1980 from 

20 the east of 27. 

21 g. A l l r i g h t , s i r , what was the o r i g i n a l pro

22 r a t i o n u n i t assigned t o t h a t w e l l , do you remember? 

23 A. .Let's see, o r i g i n a l l y i t was, • I b e l i e v e , an 

24' east/west --.excuse me, l e t me get the — ; 

25' g. You don't remember? 
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2 A. , I don't remember, no, s i r . . 

3 Q. A l l r i g h t , s i r , I ' l l ask you what, a f t e r the 

4 discovery w e l l — w h e n was the discovery w e l l d r i l l e d ? 

5 ' A. I b elieve i n 1974, or e a r l y '75. 

6 " Q. . A l l r i g h t . 

7 

• . " A- .•• ' I ' d have to' check; ' .• 

8 •After the discovery w e l l , what i s the next 

9 well? 

10 A; I b e l i e v e i t was t h e Mesa Knowles No-. 4 Well , 

11 Correct me i f , I 

•./•.. 
'.m wrong. there. • .Which was the immediate soutn 

12 o f f s e t i n -Section 34 t o the discovery w e l l . 

13 Q- A l l r i g h t , the w e l l i n the northwest quarter 

14. of the northeast quarter? 

15 A. . Right. 

16 Q. I see a 4 but I don't know which of those 

17 two w e l i s i s — 

18 • A. Okay, the Knowles, Mesa-Knowles No. 4 Well 

19 i s 660 from the n o r t h and 1980 from 'the east of Section 34. 

20 
. Q- - A l l r i g h t , so although, the No. 4 i s c l o s e r 

21 t o the w e l l i n the northeast of the northeast, i t i d e n t i f i e s 

22 . the w e l l - t o the west. 

23 . A. That's r i g h t , would you repeat t h a t one more 

24' .time, please? ' 

25 The No. .4 i d e n t i f i e s the immediate south 
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of f s e t - t o the discovery w e l l . 

fl. No, s i r , No. 4 i s "the — you see the orange 

l i n e s connecting those wells? That i s reference t o cross 

sections l a t e r . 

The-- No. 4 w e l l i s the w e l l i n 660.and 660 . 

from the' n o r t h arid the east of Section 34. 

; -" - - Q:_ When , d i d Mesa d r i l l t h a t No. . 4 Well, do you 

remember? '. ;•'-.''•' 

• h. • 'Z b e l i e v e i t twas i n e a r l y 1975;.• 

. Q. . Do you r e c a l l when Mesa d r i l l e d the other 

w e l l i n the nor t h h a l f of northeast quarter of .-34?- • 

A.- Yes, s i r , the w e l l 660/660 north and east 

of 34 i s the Mesa. Knowles No.-8,-which was completed on 

9-16-81. 

Q. A l l r i g h t , the clo s e s t one t o the northeast 

section l i n e of 34 i s the Mesa w e l l d r i l l e d i n '81. 

fl. . ' . Yes, s i r . 

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

I s t h a t the- l a s t producing w e l l t o be d r i l l e d 

i n the f i e l d ? From the Casey-Strawn? . 

- a. . ' From the Casey-Strawn, yes," s i r , that'was 

the most recent producing w e l l . 

Q. A l l r i g h t , t e l l us about t h i s w e l l ' symbol 

t h a t ' s i n the southwest of the southwest o f Section 26. 
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... fl. Okay. That i s a w e l l which was j u s t plugged 

about a week ago by H-. L. Brown. That was the Wright Trust 

No. 1, I b e l i e v e . 

Q. Why- was t h a t plugged, do you know? 

': fl. : I t came, up about'130 f o o t low t o the Knowles; 

8 Well. I t had p o r o s i t y present,but i t was low enough t o 

the p o i n t they f e l t ' . i t • was water bearing and Brown plugged 

i t . o u t r i g h t . • • • • 

0. Let me d i r e c t your a t t e n t i o n then t o the 

w e l l ' i n ' Section 27 j u s t n o r t h of the proposed l o c a t i o n and 

i t has. the dry hole symbol around i t , what's t h a t w ell? 

A. Yes, s i r , t h a t i s the C & K Petroleum Shipp 

27-A No. 1 Well, which was d r i l l e d i n '75-- j u s t a second. 

Q. i f the p r o r a t i o n , u n i t t o be assigned t o the 

w e l l i s o r i e n t e d so i t ' s an east h a l f of. the southwest 

qu a r t e r , w i l l t h a t dry hole be.contained w i t h i n ' t h a t pro- . 

r a t i o n - u n i t ? " . 

-fi. ' Yes, s i r , i t w i l l . 

g. Let me d i r e c t your a t t e n t i o n now t o west 

of your proposed l o c a t i o n , Section 28, where you have a 

yellow. symbol. T e l l me about t h a t well'.' 

.A. .That was the •-- i s the C & K Petroleum 

Shipp- 2.8 No. 1,. which was d r i l l e d i n the sp r i n g of .' 82. I t 

was — encountered p o r o s i t y , i n the Lower Strawn b u t - i t turned. 
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out t,o be water, bearing on t e s t and we completed up-hole i n 

the Abo formation. 

'Q. - A l l r i g h t , s i r , l e t ' s go. on then t o your 

E x h i b i t Number - - I ' m so r r y , i t would be 11 f o r purposes of 

the hearing. I- t h i n k i t ' s your second e x h i b i t i n your packet. 

And I show i t ' t o be ah Isopach of the proposed p o r o s i t y i n 

the Lower Strawn lime, i s t h a t the r i g h t one? 

, ' A. Yes , • s i r , . ±.t . . i s l 

' : Q. A l l r i g h t , t h a t ' s E x h i b i t Eleven, then. 

Again you have the same double c i r c l e f o r the 

proposed l o c a t i o n i n 27? 

A. Yes, s i r , the w e l l symbols are i d e n t i c a l i n 

a l l these e x h i b i t s . • 

g. • T e l l me about t h i s e x h i b i t , what does i t show 

A. What we've done here i s count up eve r y t h i n g 

a l l the. p o r o s i t y i n the Lower Strawn lime. There i s some 

question as there's problems -in the Casey-Strawn as t o what 

i s p o r o s i t y and what i s n ' t , but my i n t e r p r e t a t i o n here i s 

everything I consider p o r o s i t y i n t o t a l . p o r o s i t y f e e t . 

Q. Let's make sure I understand. This i s a 

map of the' t o t a l p o r o s i t y ? 

A. Yes, s i r , i t ' s an Isopach. • 

Q. And you've looked .at a l l the Casey-Strawn 

logs — 
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A. ' Yes, s i r . • 

Q. .' -- and where there's a log i n d i c a t i o n of 
* - f1 • -~ . '. • .'•V;* 

..porosity you have taken- the t o t a l i n t e r v a l and then mapped i t 

on this?, . '' 

• A. . Yes, s i r , t h i s i s a t o t a l p o r o s i t y Isopach 

of the Lower Strawn lime. 

'. . • Q. Does the' t o t a l porosity have -any correlation 

t o the, p r o d u c t i v i t y of the wells? 

A. No,, sir-, i t does not. 

Q. What, i f anything, i s h e l p f u l about the ex

h i b i t , Mr. Mosley,'to determine whether•or not the p r o r a t i o n 

u n i t ought t o be o r i e n t e d t o the south h a l f or t o the east 

half?. 

A.- This map gives me.and my management an idea 

of where the t h i c k s are. We get a f e e l ' o f the tr e n d . I t ' s 

always nice t o be able t o d r i l l on a p o r o s i t y t h i c k and w i t h 

t h i s map we have, i n our o p i n i o n , narrowed down the tren d of 

t h i s t h i c k . 

I t showed our proposed l o c a t i o n t o be i n one 

of these t h i c k e r parts of the Casey-Strawn F i e l d as f a r as 

t o t a l p o r o s i t y . This e x h i b i t shows t h a t the south h a l f of 

t h a t southwest quarter i s the t h i c k e r p a r t of the f i e l d . 

Q. Would you propose t o locate the w e l l i n the 

n o r t h 4 0 acres of an east h a l f southwest quarter p r o r a t i o n 



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 

4 0 

u n i t ? 

. . ' A. No, s i r , I would not. 

' Q. . You've i n d i c a t e d on here a green l i n e that- -

and a blue l i n e t h a t run p a r a l l e l t o each other, and i t shows 

the symbol of 0/W. What i s that? 

• :. A. . -:• ' - This is'an o i l / w a t e r contact t h a t we have 

deduced f o r .the f i e l d up here. This l i n e was taken o f f the 

f o l l o w i n g e x h i b i t and superimposed on t h i s map. This intends 

t o show where we t h i n k the productive p a r t of the p o r o s i t y 

and the non-productive p a r t w i l l be. Everything the blue --

you see they are dashed blue' and gree, blue i n d i c a t i n g water, 

green i n d i c a t i n g o i l . We f e e l t h a t everything t o the n o r t h 

and t o the east of t h a t d otted l i n e i s going t o be water 

bearing; everything t o the south and t o the west i s a chance 

of being — producing hydrocarbons. 

Q. "•• I d e n t i f y f o r us the. wells, on .the e x h i b i t tha 

you found i n d i c a t i o n s of an o i l / w a t e r contact on. I n other 

words, what are your c o n t r o l w e l l s f o r the o i l / w a t e r contact? 

A. The main w e l l which'we've got t h i s — or 

deducted t h i s from, water contact from, i s the Shipp 34-A 

No. 1 Well,•which i s labeled "2" on t h i s i n Section 34. 

Q. That's the immediate o f f s e t t o -- south o f f 

set of the l o c a t i o n . 
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2 A, The o f f s e t t o the proposed l o c a t i o n 660 from 

3 ,the n o r t h , 198 0 from the west. ' 

4 -.' "o. Who' operates t h a t well? 

5 C &.K Petroleum. 

6 'V A l l r i g h t , who operates Well No. 3 t o the 

7 ' south' of t h a t l o c a t i o n ? ' 

8 ; • .-A. C & K Petroleum. 

9 Q- • A l l r i g h t . And the only other operator i n 

10 the immediate area i s Mesa, and they have the other" two w e l l s 

11 i n the n o r t h of the northeast of 34-. 

12 A. Yes, s i r . 

13 Q. A l l r i g h t . You used•the No. 2 Well as a 

14 c o n t r o l , are there any other w e l l s f o r c o n t r o l on: the o i l / 

15 water contact? 

16 A. There's other w e l l s . t h a t back i t up but there 

17 i s no other, w e l l t h a t has "given us the same i n f o r m a t i o n as 

18 the 34-A No. 1 has. - That i s the key'well f o r t h i s water con-

19 t a c t a t a datum of -7620. • 

20 Q- A l l r i g h t , s i r , ' l e t ' s go, then, t o E x h i b i t 

21 Number .Twe I v e , which I show-to. be a s t r u c t u r e of' the Lower 

22 Strawn— w e l l , how i s t h a t one labeled, Mr. Mosley, t o make 

23 sure I have i t r i g h t ? 

24 fl. • Okay, t h i s i s a s t r u c t u r e map on top of the 

25 • f i r s t p o r o s i t y encountered i n the Lower Strawn lime. The 
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.• ,p.: . . ' J,ust a minute., now, how 'is t h i s d i f f e r e n t 

from the other e x h i b i t s t h a t we've t a l k e d about? 

A.' " .- ''' Yes, s i r . The f i r s t . . s t r u c t u r e map was merely 

';'• a structure'map ph}' -top pf '-.the /Lower Strawn lime. The second 

map was- an.Isopach of t o t a l p o r o s i t y w i t h i n t h i s Lower Strawn 

lime. ' This' map i s a -- the datum we used, i t was the f i r s t 

p o r o s i t y encountered as you go down i n t o the Lower Strawn l i m i ; 

We took, t h a t as a datum, assigned i t a subsea number, and used 

i t as a mapping p o i n t f o r a s t r u c t u r e map.-

Y o u ' l l see the same blue/green dotted l i n e 

as on the Isopach. This i s the map from which we took t h a t 

l i n e . -

Q. : What's the purpose of t h i s map, Mr. Mosley? 

A. ' This- map was prepared t o t r y t o i n d i c a t e the 

productive l i m i t s of p o r o s i t y . We.have p o r o s i t y encountered 

i n dry.holes, as you- can see, on t h i s w e l l , but t h i s was used 

to t r y to-narrow down and determine our sweet spots, or where 

we,feel f a i r l y reasonable of encountering hydrocarbons, as 

opposed t o encountering water. 

Q. We're obviously here today t o help decide 

what the o r i e n t a t i o n i s f o r the p r o r a t i o n u n i t , Mr. Mosley. 

What, i f any, assistance i s t h i s map i n t e l l i n g you as a 

ge o l o g i s t how you"Would propose t o o r i e n t a p r o r a t i o n u n i t 
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i n the southwest quarter of t h i s section? 

•': A. • By preparing t h i s map, i n my o p i n i o n , we hav<£ 

condemned the e n t i r e - n o r t h 80 of the southwest quarter as 

being water. be,aring. I would--have no i n t e r e s t or not recom

mend any a c t i v i t y i n the n o r t h h a l f of t h i s quarter s e c t i o n . 

Q. ' Let me ask you t h i s w i t h regards t o noncon

senting working i n t e r e s t owners t h a t does not e l e c t t o p a r t i 

c i p a t e i n the w e l l . As you know, the Commission i s e n t i t l e d 

under the s t a t u t e t o grant a maximum penalty f a c t o r of 200 

percent, or something l e s s , or nothing at a l l . 

. I n your opinion as a geologist-, do you have 

a recommendation t o the Examiner w i t h regards t o a penalty 

f a c t o r t o be assessed against nonconsenting working i n t e r e s t 

owners? " '• 

A. Yes, s i r , I would recommend a-maximum r i s k 

f a c t o r on t h i s w e l l of the 200 percent, given t h a t we have a 

dry hole t o the immediate n o r t h , a dry hole i n the Strawn t o 

the -- t o the west i n Section 28. I consider t h i s l o c a t i o n 

t o have a very good amount of r i s k t o i t . ' 

Q. A l l r i g h t , s i r , l e t ' s go t o the cross sec

t i o n s , Mr. MOsley. '. The f i r s t one I show as E x h i b i t Number 

Thirte e n i s an A-A' cross section ,, running' generally west t o 

east. , I s t h a t what you have? . 

A. Yes, s i r . 
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JQ. A l l . r i g h t , s i r , why don 11 you t e l l us about 

t h i s - e x h i b i t and what opinions and conclusions you can draw 

from i t ? 

" ' ' A. 'Yes, s i r , t h i s i s a . s t r u c t u r a l cross s e c t i o n 

which was- hung oh' a subsea datum of -7400. I t shows the re l a 

tionship- between the p o r o s i t y f o r the Lower Strawn. 

Q, . Excuse me, you've got t o speak up. 

A. Okay. This i s a s t r u c t u r a l cross section-

hung on a datum of -7400 subsea t o show the. r e l a t i o n s h i p • b e 

tween the various w e l l s on the sec t i o n i n the Lower Strawn. 

You can see we have picked three tops on 

these w e l l s , the top of the Lower Strawn lime, which i s the 

pay i n the Casey-Strawn and the East Lovington; the l o c a l 

marker, which we c a l l the top'of the Lower Strawn sand; and 

the top of the Atoka shale. . •• 

We have made some i n t e r p r e t a t i o n s on t h i s 

cross s e c t i o n by connecting up p o r o s i t i e s . For my own purposes 

I ';ve broken t h i s up i n t o three u n i t s , which are c a l l e d upper, 

middle, and lower p o r o s i t y , which are labeled and shaded here 

'• The'oil/water contact of -7620 i s drawn on 

t h i s cross s e c t i o n . Everything'you see shaded i n .green i s 

what we are a n t i c i p a t i n g as o i l column. Everything you see 

shaded i n blue i n d i c a t e s we're i n the v i c i n i t y of water.. 

g, I'm curious i n the Shipp 28 No. 1.Well. I t ' 
J 
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the' second ''well' from the l e f t on the cross s e c t i o n , / i d e n t i f i e d 

by the number two. I t ' s the w e l l t o the west. 'Can you ex-. 

^ p l a i n -to us why* whi l e t h i s , w e l l appears t.o have reasonable 

st r u c t u r a . l p o s i t i o n , t h a t i t was unable t o produce a t t h a t 

l o cation? 

h. You' l l see t h a t we ' have extended the lower 

p o r o s i t y arid the middle p o r o s i t y over through the Shipp 28 

w e l l t o i n d i c a t e t h a t the p o r o s i t y was present. When d r i l l i n g 

t h i s well.we encountered a good d r i l l i n g break and a s l i g h t 

hydrocarbon show i n t h i s lower p o r o s i t y . We attempted t o DST 

t h i s . •• We set a packer, which immediately f a i l e d , and upon 

running logs we saw t h a t we had a washout and some i n d i c a t i o n 

of p o r o s i t y i n t h i s middle p o r o s i t y zone. 

We-saw -- I saw nothing,of i t going as we 

d r i l l e d through i t , no hydrocarbon shows, no d r i l l breaks. 

We ran casing on t h i s w e l l and perforated.the middle p o r o s i t y 

f i r s t . - . I t d i d not i n d i c a t e at. f i r s t t h a t i t was - p o r o s i t y . 

We t r e a t e d i t , i t f i n a l l y broke i n - - b r o k e down and took a 

treatment and made water w i t h no show. We then squeezed t h a t 

o f f . We went down t o our lower p o r o s i t y . ' A l l . o f our cal c u 

l a t i o n s and maps showed t h a t we had- some p o r o s i t y i n t h a t 

o i l column, but you can see t h a t — t e l l from the logs t h a t 

strangely r i g h t a t .the o i l / w a t e r contact.everything above the 

o i l / w a t e r contact t i g h t e n e d up on us a f t e r about 4 percent 
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. porosity / - \ '. ^ • 

, . .. - . ' . price we got' down i n what we b e l i e v e was a 

water column, we got reasonable p o r o s i t y down there. We a t -

tempted, we p e r f o r a t e d t h i s , t h i s very upper i n t e r v a l , which 

,was the t i g h t p a r t , t r e a t e d i t , and we swabbed back' nothing 

but:water; no show. ' ' 

We then abandoned the lower Strawn and went 

up and made a small o i l w e l l i n the Abo. 

• . Q. • • I s there anything you learned by. the d r i l l i n 

of the Shipp 28 No. 1 Well t h a t would cause you t o change the 

way you have depicted the o i l / w a t e r .contact on your E x h i b i t 

Number Twelve? • . 

A. No, s i r , there's not. You can see t h a t the 

middle p o r o s i t y i n the Shipp 2 8 was washed out on the c a l i p e r 

This i s a very'common occurrence about the Casey-Strawn F i e l d 

The reason we have' given t h a t some of t h i s p o r o s i t y tends t o 

wash out i s what I ' l l r e f e r to,, as a rock problem. The accept 7* 

, answer ~- the; theory of why i t does t h i s i s because p o r o s i t y 

i s present but i s very poor p e r m e a b i l i t y . A theory, when you 

d r i l l through a zone l i k e t h i s , once you run a b i t through-

i t , t h a t the pressures cannot equalize w i t h i n the pores and 

i t more or less explodes i n t o the hole, bore hole, before 

g e t t i n g a washout. This has been t e s t e d i n another w e l l , the 

Mesa Kriowles'No. 7, which i s -a dry hole i n Section 34. I t 



t e s t e d t i g h t on DST and they abandoned the w e l l . 

. Q. ..- A l l " r i g h t , . l e t ' s take a look at your n o r t h / 

south cross- section? which i s E x h i b i t Number Fourteen. Show 

us what happens when you cut through the f i e l d "running from 

n o r t h t o south. What do you fi n d ? 

. h. ' . We f i n d on these three w e l l s , north/south, 

I . do not see' anything which. I w o u l d - c a l l the upper p o r o s i t y 

i n ; t h e w e l l s depicted on t h i s cross s e c t i o n . We.see the 

lower and middle p o r o s i t y present i n the Shipp 34-A No. 1 

Well, which i s where we or i g i n a l l y . d e d u c e d our o i l / w a t e r con

t a c t . 'We f e e l t h a t t h i s proposed l o c a t i o n w i l l , have a l l threes 

p o r o s i t y u n i t s present on i t . • We- see t h a t the dry hole i n 

27, the Shipp 27 No. 1-A, had lower'.porosity present, which 

was te s t e d wet on'a DST,-and was subsequently abandoned. ' 

• You can see t h a t both p o r o s i t i e s are present 

'in'the Shipp 34-A No. 1 Well. The lower p o r o s i t y was p e r f o r 

ated, .tested water, i t was .squeezed o f f , and then the very 

upper'portion .of the middle porosity:was p e r f o r a t e d and we 

made a very good o i l w e l l out of i t > 

g. i n your 'opinion, Mr. Mosley, why was. the 

Shipp-21 1-A Well a dry hole? . - ' -

. . A. 27 1-A? •'-•'." 

'•'''.' g, , 'I'm sor r y , t h a t f i r s t w e l l on the B cross 

section? 
' 
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. • • - We-had' lower p o r o s i t y . • I t occurred a t the 

very base of the;'section, and was so f a r below the o i l / w a t e r 

contact t h a t i t was t o t a l l y water bearing, as i n d i c a t e d on oui 

DST r e s u l t s , and then abandoned the w e l l . 

Q. I n your o p i n i o n , Mr. Mosley, what o r i e n t a t i o n 

of an 80-acre spacing and p r o r a t i o n u n i t would, i n your o p i n i o 

more c l o s e l y o v e r l i e p o t e n t i a l production i n the Casey-Strawn 

Field? 

fl. That would be the east/west o r i e n t a t i o n , or 

the south h a l f . 

Q. Upon what do you reach t h a t opinion t h a t . the ' 

south -half o r i e n t a t i o n , would be' the o r i e n t a t i o n t o more close!, 

overlie, p o t e n t i a l production? 

fl. By combining our Isopach map of the p o r o s i t y 

we see t h a t the south h a l f is'' roughly o v e r l y i n g what I b e l i e v e 

to'be the t h i c k i n the Lower Strawn p o r o s i t y . The south h a l f 

i s , i n my mind, the- only o i l productive p a r t . I t h i n k every

t h i n g i n the n o r t h h a l f of the southwest quarter i s going t o 

be water bearing from the i n f o r m a t i o n I have now. 

0. - I n your opinion what would happen i f the 

Commission should approve a n . o r i e n t a t i o n where we would have 

an east h a l f of the southwest quarter p r o r a t i o n u n i t ? 

fl. have t o b r i n g -- we f e e l t h a t one w e l l 

i n the Casey-Strawn adequately drains at l e a s t an 80-acre, 
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probably more than 80-acre. We f e e l t h a t one w e l l d r i l l e d 

at the proposed l o c a t i o n w i t h an east/west o r i e n t a t i o n would 

s u f f i c i e n t l y d r a i n the en t i r e ' south half- of the southwest 

quarter.- I f a w e l l was stood, up, we would -- could then be 

forced' t o d r i l l two w e l l s t h a t would o b t a i n us'a net of the 

same reserves as the one w e l l . I see no reserves I n — of o i 

or gas- being c o n t r i b u t e d by the no r t h .half of the- southwest 

quarter. , " 

Also, we are c u r r e n t l y d r i l l i n g a w e l l over 

in' the southeast'quarter. You can see the c i r c l e t h e r e , 660/ 

660 south and, east.. That's the 'Shipp 27 No. 2/Well. That wa 

d r i l l e d as a — t o p r o t e c t our acreage.from drainage because 

back i n , . I b e l i e v e , . the'early, p a r t of 1981,' .Mesa went i n , t h e i 

Knowles 4 Well had o r i g i n a l l y been' on an' east/west proration., 

they f i l e d and had .that 80 acres made i n t o a -north/south, and 

then d r i l l e d the West Knowles No. 8 Well, which was/completed 

in.September'of' l a s t year.. I t was a very strong w e l l . I t 

o o t e n t i a l e d f o r 859 b a r r e l s of, O i l a day f l o w i n g . 

So we were forced to. come i n and e s s e n t i a l l y 

d r i l l a 40-acre spacing because.of t h a t Knowles 8 Well, t o 

p r o t e c t our acreage and' our -- a l l of our'Investors and p a r t 

ners from drainage. 

, I f " another, w e l l was d r i l l e d i n the 660/660 

or thereabouts, of the south and west of 27 , we would have the 
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same problem'With/our acreage i n the northwest quarter of

Section 34, and since the n o r t h h a l f of Section 34 i s essen

t i a l l y d r i l l e d up,' there i s nothing i n there t o p r o t e c t any 

of t h a t from drainage now. We.have the .Shipp 34-A No. 1 and 

2 present i n the east h a l f of the northwest quarter and i f 

another well, were d r i l l e d 660/660 south and west of 27, we. 

f e e l t h a t —' t h a t i t would adversely a f f e c t our production 

./and reserves down i n 34. . 

. .g. • Mr. Mosley, l e t me d i r e c t your a t t e n t i o n t o 

E x h i b i t Number F i f t e e n , .which' i s a t a b u l a t i o n of prod u c t i o n , 

and have you simply i d e n t i f y , t h a t f o r me.. 

A. . ' .. Yes, s i r . This i s a .production map of a l l 

the producing Strawn w e l l s i n the Casey-Strawn. L i s t e d on 

here i s production .for the l a s t month which our records car

r i e d , 9-'82, and a cumulative as of 9'-'82, t h a t i s t o t a l pro

duction i n o i l and gas. 

You see our Shipp 27 No. 1 Well i n Section 

.27 has accumulated 366,584 b a r r e l s of o i l and.roughly a 

quarter of a — 2 5 0 - m i l l i o n Mcf of ; g a s . 

I n roughly one year the Knowles No. 8 Well, 

which i s the most n o r t h e a s t e r l y w e l l i n Section 34,. has ac

cumulated 166 ,325 barrels- of o i l and i 4 0 - m i l l i o n Mcf. 

The production, w e l l , t h i s production f o r 

the' Mesa Knowles No. 4. Weli, which ; i s the next w e l l t o the 



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 

51 

west, has accumulated 556,969 b a r r e l s of o i l . 

Our records pool the Shipp 34-A Wo. 1 and 2 

together. Together these w e l l s have made'463,255 b a r r e l s of 

o i l and 380+.Mcf gas — 380 - m i l l i o n Mcf gas. 

• Q. Mr. Mosley,'were E x h i b i t s Ten through F i f t e e n 

prepared by"you or compiled under your d i r e c t i o n and super

vis i o n ? • * 

A. . Yes, s i r . 

Q. I n your o p i n i o n , Mr. Mosley, w i l l approval o:: 

C & K's a p p l i c a t i o n , i n c l u d i n g ' t h e p r o v i s i o n f o r a south h a l f 

southwest quarter spacing and p r o r a t i o n u n i t be i n the best 

i n t e r e s t of conservation, prevention of waste, and the pro

t e c t i o n of c o r r e l a t i v e r i g h t s ? . • 

A. , I n my opinion', yes, s i r . 

MR. KELLAHIN: That.concludes my.examination 

of Mr.' Mosley. 

MR. RAMEY: Any questions of Mr.' Mosley? . 

MR. LOPEZ: Yes, Mr.•Chairman, I t h i n k we 

have two or three questions.. 

CROSS EXAMINATION 

BY MR. LOPEZ: • 

• Q. Mr. Mosley, I d i r e c t your a t t e n t i o n t o your •• 

E x h i b i t Number Eleven. ' •• . 
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MR. LOPEZ: Did you in t roduce them, Tom? 

I have no o b j e c t i o n to t h e i r i n t r o d u c t i o n . 

MR. KELLAHIN: ' I haven ' t moved f o r admission 

of them, Owen. 

We would at t h i s time move the admission of 

Ex h i b i t s Ten through F i f t e e n . 

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

MR. RAMEY: They w i l l be admitted. Did you 

introduce your e x h i b i t s One through Nine? 

MR. KELLAHIN: No, s i r , I might as w e l l do 

t h a t now, too. 

MR. RAMEY: They w i l l be admitted, also, 

g. As I believe I understood your testimony, 

the basis f o r your o i l / w a t e r contact l i n e was dependent on 

the w e l l t h a t i s 660/1980 from the west i n Section 34, or 

what has been marked the number two w e l l on the e x h i b i t . . 

'. A. Yes, s i r . • 

g. i t h i n k t h i s w e l l , has been i d e n t i f i e d as 

Shipp 34 — 

A. A No. 1. 

g. — A No. 1. Don't you t h i n k , or would you 

not agree w i t h me t h a t using only ,this well, as a contact . • 

'point,' t h a t you condemned a c e r t a i n amount of acreage i n the 

n o r t h h a l f of-Section 27 j u s t based on the i n f o r m a t i o n ob-
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t a i n e d from t h i s well? 

fl. I f e e l very comfortable. Of course, a l l 

o i l / w a t e r contacts are subject t o fudging, e i t h e r up or down 

or both ways, but I f e e l -- f e e l very comfortable w i t h t h i s 

p o i n t as an o i l / w a t e r contact, and whatever acreage i s con

demned by t h i s i s i n my mind v a l i d a t e d by dry holes and/or 

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

Q. I ' d now ask you t o t u r n t o what you -- your 

E x h i b i t T h i r t e e n , I b e l i e v e . 

fl. Would you read them out, I don't have a num

ber as such. 

0. I t ' s the s t r u c t u r a l cross section A-A' . 

fl. Okay. 

0- I ' d ask you t o t u r n your a t t e n t i o n t o the 

number two w e l l on t h a t cross s e c t i o n , o r the Shipp 28 No. 1. 

fl. Yes, s i r . 

Q. I ' d l i k e t o ' - - t o j u s t see i f you. would agre 

w i t h me t h a t another explanation t h a t might be v a l i d w i t h r e 

spect t o what you've marked a possible p e r m e a b i l i t y b a r r i e r , 

w i t h respect t o . t h e middle'porosity zone, i s the f a c t t h a t 

t h a t zone could be i n communication' w i t h the lower p o r o s i t y 

zone, or the'water bearing zone. 

Could t h a t not also be an explanation as to' 

why there was an o i l / w a t e r contact point? 
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A. Of course, anything i s possible up here, but 

on t e s t i n g these we d i d run t r a c e r surveys i n both p e r f o r a t i o i 

and t o our management and our f i e l d personnel, people who I 

have the utmost respect i n , they said they i n d i c a t e d no chan

n e l i n g e i t h e r d i r e c t i o n , or any s i g n i f i c a n t d i r e c t i o n - from the 

p e r f o r a t i o n s . 

So I'm at ease w i t h the f a c t we do not have 

any channeling or-communication going on i n these w e l l s . 

0.: So then what i s your basis f o r the permeabi

l i t y b a r r i e r ? . . • 

A.' Mainly there i s the explanation I f e e l most 

comfortable w i t h . I know i t i s — p e r m e a b i l i t y b a r r i e r can 

be a c a t c h a l l term i n geology produced, by anything going on, 

but we .have documented the same t h i n g i n several w e l l s around 

the f i e l d , which have the same — e x h i b i t the- same character

i s t i c s . My colleagues, other g e o l o g i s t s t h a t are at C & K, 

have also over t h e i r years, which.is 20 or 30 i n most cases 

more than I..'have, saying t h a t when you have an impermeable 

formation i t tends t o which I r e f e r t o as a rock' problem -

t h a t i t does tend t o washout,this c h a r a c t e r i s t i c you see here 

So t h a t somewhere between these two w e l l s i n t h i s cross sec

t i o n , Shipp- 27-1 and the -Shipp 28 No? I , something happens 

t o the p o r o s i t y , -which I cannot r e a l l y e x p l a i n but I'm r e f e r 

r i n g t o as a possible p e r m e a b i l i t y b a r r i e r . 
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. Q. Okay, I , t h i n k I j u s t have one f u r t h e r ques

t i o n , and i t applies t o a l l your e x h i b i t s and the proposal of 

a laydown south h a l f p r o r a t i o n u n i t i n Section 27, the south

west quar t e r . 

I believe t h a t you've i n d i c a t e d from your 

e x h i b i t s t h a t s t r u c t u r e moves down d i p from west t o east, 

fl. Yes, s i r . 

• Q. - I f t h a t ' s the case, then would not a w e l l i n 

the west h a l f of t h a t p r o r a t i o n u n i t not only more adequately 

d r a i n the south h a l f i f such were the p r o r a t i o n u n i t designa

t i o n , but also would be less l i k e l y .to a f f e c t adversely the 

o f f s e t w e l l s t o the south i n Section 34? 

fl. Which s t r u c t u r e are you r e f e r r i n g to? Are 

you r e f e r r i n g t o the s t r u c t u r e of the — 

Q. To the Strawn. , 

fl. -- Strawn lime s t r u c t u r e ? The Strawn lime 

i s a s t r u c t u r e map on top of the lime. The p o r o s i t y , as you 

can see by the cross sections, does not occur at a uniform 

depth i n t o the Strawn lime.' The p o r o s i t y moves around very 

d r a m a t i c a l l y i n most cases throughout the section. So ac

t u a l l y , the Strawn - - t h e s t r u c t u r e on top of the Strawn lime 

does not — does not i n my mind a f f e c t the p o r o s i t y t o any 

great degree.as far'as having any -- being high on the s t r u c 

t u r e o f ' t h e Strawn lime or low t o the s t r u c t u r e i n the Strawr 
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lime. The p o s i t i o n or datum a t which the porosity•occurs i s 

the d r i v i n g f a c t o r on t h i s . 

Q, And not the o i l / w a t e r contact? . • ' 

A. : - '. The o i l / w a t e r contact, I'm assuming., i s a 

uniform depth. We know i n nature t h a t does not always occur. 

Since we have no data t o back t h a t up, I am' assuming t h a t i t 

i s a, more or l e s s , a uniform subsea. depth. 

Q. I n other words, i f we f o l l o w your testimony, 

how would you — how would your w e l l at the proposed l o c a t i o n 

recover reserves up:dip t o the west i n a south h a l f p r o r a t i o n 

u n i t ? 

• A. You're r e f e r r i n g t o which map?' 

• . Q, Well, again, any of your e x h i b i t s , Ten, Elevs 

Twelve', my question i s how would a w e l l 'at the l o c a t i o n t h a t ' 3 

proposed by C & K' e f f i c i e n t l y d r a i n -reserves" which you have 

t e s t i f i e d l i e up dip t o the west in" t h a t same p r o r a t i o n u n i t ? 

A. I n my opinion' somewhere between our proposed 

l o c a t i o n here, c i r c l e d i n red on the maps, and the Shipp 28 

No. 1 We.il, which i s colored i n yellow, there i s an imaginary 

•line you're going t o cross, which everything t o the west i s 

• going "to be nonproductive. I n my mind I have t h a t , w e l l , ' 

somewhere up .-.just- about halfway between the two w e l l s . '.As I 

sta t e d before,- I ..am not — I would not a n t i c i p a t e the n o r t h 

•"half of .this-southwest quarter c o n t r i b u t i n g any reserves, 
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hydrocarbon reserves, t o the -- to: the p r o r a t i o n u n i t , or 

even, any o f the w e l l s t h e r e , and I'm saying t h a t one w e l l 

d r i l l e d at our proposed l o c a t i o n should-adequately produce 

t h a t south h a l f of the . southwest, q u a r t e r . We are committing 

maybe — we are d r i l l i n g these-on e i g h t i e s . You want t o 

; d r i l l these on f o r t i e s , we'd 'be -committing maybe 20 acres. 

•In my mind I have about the very southwest quarter 40 acre 

section.,, maybe 20 acres of t h a t as a general reference being 

nonproductive. 

0. Then i f I understand your testimony, i t ' s 

your o p i n i o n t h a t i n t h i s southwest' quarter o n l y 6 0 acres are 

productive of hydrocarbons.. 

fl. I can't say. ' -I can't say what's, going t o 

produce and what's not going t o produce. Somewhere, between 

the Shipp 28 No. 1 and our proposed l o c a t i o n i s going t o be 

a cutoff.where i t i s not going, to. produce. I t may be running 

r i g h t through our'-proposed l o c a t i o n f o r a l l I know, but I'm 

assuming that, t h a t i s going t o be a commercial l o c a t i o n where 

t h a t is.'.spotted. 

Q. I assumed as much. As you . t e s t i f i e d and has 

been brought out i n previous testimony, there's been a l o t 

of r e a d j u s t i n g going on around here and as we look at E x h i b i t 

Eleven and Twelve, although the Casey-Strawn F i e l d i s pror'atejc 

on-'an 80-acre "unit " basis',--it-'seems that- we have a l o t of 4,0-
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acre o f f s e t s . As I understand e a r l i e r testimony, i n i t i a l l y 

the southeast quarter was a laydowri p r o r a t i o n u n i t and t h a t 

was changed at C '& K's request t o two stand-up u n i t s , and-you 

are now d r i l l i n g a w e l l i n the'..southeast of the southeast i n 

27. .. 

A. . -Yes, s i r . . 

• Q, And as I r e c a l l the testimony i n t h a t e a r l i e r 

a p p l i c a t i o n t o change the p r o r a t i o n u n i t designation on the 

basis t h a t i t was f a c i l i t a t e d was because i t was common m i n e r i l 

ownership, and as I'understand your testimony, i f we are com

mi t t e d t o a south h a l f , or a laydown u n i t i n the southwest 

qu a r t e r , t h a t would f a i r l y much preclude, i f there were pro

d u c t i o n , productive acreage t o t h e . n o r t h , of anyone ever 

d r a i n i n g t h a t w i t h an o f f s e t w e l l t o the n o r t h . I s t h a t 

true? 

A. Yes , s i r . 

g. • So might i t not • be more prudent t o a t l e a s t 

f o r the'"time being adhere t o a stand-up . u n i t and see what 

develops so that- t h a t would not preclude d r i l l i n g an o f f s e t 

t o t h e west? " ., - • . 

' ' . A. • ' L'i k, e w e stated before, Mesa i n i t i a t e d the 

change/in the p r o r a t i o n u n i t s when-they d r i l l e d the Knowles 

,8.- They took an east/west -proration u n i t i n the Knowles 4 

Well; made -a. north/south' of i t , and then, d r i l l e d • the Knowles 
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8 Well, which was a .— i t was- and s t i l l . i s an e x c e l l e n t pro

ducer. 

This e s s e n t i a l l y forced our hand t o d r i l l a 

n o r t h o f f s e t t o t h a t t o p r o t e c t our acreage from drainage. 

We have one w e l l t h e r e , the. 27-1, which i s now.competing w i t h 

two w e l l s of Mesa's, the Knowles 4 and the Knowles No. .8. 

Over i n our proposed l o c a t i o n f o r the B-1, 

we have one w e l l competing w i t h one w e l l t o the.south. 

I f we.were t o go i n and d r i l l another w e l l 

660/660 south and west of 27, we would b e d r a i n i n g , w e l l , 

e s s e n t i a l l y .draining unprotected -- we'd-have- unprotected-

drainage w i t h t h a t . There's.no — the n o r t h h a l f of 34 i s 

d r i l l e d up on p r o r a t i o n spacing. There i s nothing we could 

do t o p r o t e c t the other owners down i n 34 from being drained 

We have gone as f a r as we can go in' Section 34. 

• Q. Well, the proposed w e l l , which .is a d i r e c t 

o f f s e t t o the 660/1980 from the west of Section 34 — 

A.-.1 " Right. 

; '• . ; Q. . -— .and so I assume t h a t would .drain a' d i r e c t 

o f f s e t to .the west of t h a t , . i f we had two stand-up u n i t s would 

also p r o t e c t against drainage, 'would' i t r . n o t , i f we had two 

wells? . Wouldn't two w e l l s -be;better than one? 

. A„ They would be d r a i n i n g the people i n 34, 

which "is not., as f a r as I know, is.nowhere near the same 
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ownership i n 27 and .34 by any means. 

Q. Well, you know, i t ' s an i n t e r e s t i n g business, 

t h i s . I t seems t o me Mesa s t a r t e d p l a y i n g the game i n the 

northwest quarter of 34 and C & K followed s u i t — I mean the 

northeast quarter of 34,- and then C & K followed s u i t i n . t h e 

southeast quarter of 21 by changing the p r o r a t i o n u n i t desig

nations from laydown t o stand-ups. I assume, I'm not sure wh£ 

the s i t u a t i o n was w i t h respect t o Mesa, but i f there's common 

mineral 'ownership, t h a t game can e a s i l y be played, but as 

we've, i n d i c a t e d in/previous testimony w i t h C & K, we do not 

have common mineral ownership i n the southwest q u a r t e r , so 

once we're committed, we don't have a chance t o replay the 

game, don't you agree? 

fl. Well, I wouldn't say there's no chance pf i t 

any deal can be struck on about anything, but t h a t i s an as

sumption. 

Q. You heard Ms. Lebow's testimony t h a t i t makes 

no d i f f e r e n c e t o geologists and engineers.how the p r o r a t i o n 

u n i t s are designated so long as a deal can be struck. Do. 

you agree w i t h her statement? 

A. True, imaginary l i n e s have very l i t t l e af fee ; 

on geology, so i t does' hot change geology any . 

: MR; LOPEZ:. I don't b e l i e v e I have any f u r 

t h e r questions. 
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MR. RAMEY: Any f u r t h e r questionSj.-of t h i s . 

witness? • He may be excused. 

• MR. KELLAHIN: Mr. Jack Rose.-

' JACK- ROSE 

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. KELLAHIN: '; 

Q. - -;• Please s t a t e your-name and occupation? 

A. ' My name i s Jack Rose. I work f o r — I'm a 

petroleum engineer f o r C & K Petroleum. 

Q. -Mr. Rose, have you pr e v i o u s l y t e s t i f i e d be

fore the O i l Conservation D i v i s i o n as-a -petroleum engineer? 

.- //A.; Xe.s, s i r , I have. 

. • • Q. ' - ' And have you made an engineering study of 

the.Casey-Strawn-Field.with regards t o the establishment of 

a p r o r a t i o n and spacing•unit f o r the w e l l t h a t ' s the subject 

matter of t h i s a p p l i c a t i o n ? 

/ J" A.. .-' - rYes, : I have. 

• ... MR. KELLAHIN': Mr. • Chairman,' we tender Mr. 

Rose as an expert - petroleum engineer. 

.. .. MR. RAMEY : He's so' q u a l i f i e d , Mr.., K e l l a h i n . 
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Q, Mr. Rose, l e t me d i r e c t your a t t e n t i o n t o 

one ;of Mr. Mosley's e x h i b i t s . - For convenience, I t h i n k we:'11 

j u s t pick E x h i b i t Number Twelve, which i s the structmss on 

t h e - t o t a l •L'oWer •Strawn p o r o s i t y . Do you have that, e x h i b i t ? 

A.. •-.' Do you mean the top of the f i r s t p o r o s i t y ? 

Q. . Yes, I'm sorry. 

A. Okay, yes. . . . 

Q. Based upon ,your studies•and f a m i l i a r i t y w i t h 

the Casey-Strawn F i e l d , Mr. Rose, do you have ah o p i n i o n as 

t o how you'would recommend the 80-acre p r o r a t i o n u n i t be 

o r i e n t e d i n the southwest' quarter of Section 27? 

, A. Yes.. I f e e l l i k e i t should be l a i d down i n 

an east/west d i r e c t i o n , the south h a l f . " 

g. What are the-.reasons f o r t h a t o p i n i o n , Mr. 

Rose? '.. -

A. •• Previous testimony, our b e l i e f t h a t , due t o 

Mr.' Mosley's testimony t h a t the-., n o r t h of the southwest quarter 

is,unproductive. ' He ;did t e s t i f y somewhat-to the drainage. 

I have• done drainage c a l c u l a t i o n s and I f e e l l i k e one w e l l i n 

the south. — south :;h'alf. of the; southwest quarter w i l l d r a i n 

80 acres s u f f i c i e n t l y , . at l e a s t , - i f not'more. 

We''feel l i k e the o r i e n t a t i o n of .these pro

r a t i o n u n i t s got out of hand, i n the.northeast quarter of 

Section 34 and the southeast quarter o f Section 27. We d i d 
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not wish everything was.; .laydown when everything was s t a r t e d 

out there. Everything was progressing on laydown. The West 

Knowles No. 4 was stood up, changed from a laydown t o a stand 

-up i n order t o d r i l l the West Knowles No. .8. Our r e a c t i o n t o 

t h a t w e l l was t o stand up our p r o r a t i o n u n i t i n the -- on'the 

Shipp 27 .No. 1. That was req u i r e d i n order t o d r i l l a w e l l 

t o p r o t e c t -drainage from the West Knowles 8. 

Q. Do you see any. reason .to continue t h a t prac

t i c e , w i t h regards t o the west half-, of the two sections?. 

fl. No, I do not. I f e e l l i k e i t was an unfor

tunate s i t u a t i o n a t the time.. 

g. Let me d i r e c t your a t t e n t i o n t o your s t a t e 

ment., t h a t you have done some drainage c a l c u l a t i o n s and have 

you i d e n t i f y f o r us'what i s marked as C & K E x h i b i t Number 

•Sixteen, Mr. Rose.' I s t h a t a document or e x h i b i t t h a t you 

prepared? ' ; • • "• 

' • fl. Yes, i t i s . 

g, . T\7ould you go through t h a t document and de

scribe f o r us' what you d i d and what conclusions you draw 

a f t e r making the c a l c u l a t i o n s ? -

• A. • - What ' I was t r y i n g t o do With t h i s e x h i b i t i s 

..trying to. determine i n my own mind what the drainage i n the 

Casey-Strawn area might be. We p r i m a r i l y do t h i s on a v o l u -
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metric procedure. The equation t h a t I've presented up there 

i s w e l l known i n l i t e r a t u r e and I've solved t h a t equation f o r 

the drainage- acreage, and one of my problems i n t r y i n g t o 

determine something t h a t would be defendable, since l o g calcu 

l a t i o n s are a primary source of net f e e t of pay, a l o t of the 

parameters t o go i n t o t h i s equation, I , f e l t l i k e logs are 

very i n t e r p r e t i v e by t h e i r nature, several people can look at 

the same log and come out w i t h something d i f f e r e n t . 

So i n order t o e l i m i n a t e i n t e r p r e t a t i o n , wha 

• I d i d was I went through the logs and assigned maximum and 

minimum values t o a l l these parameters. 

I f y o u ' l l n o t i c e t h e r e , I d i d not include 

the.Shipp, or the West Knowles No. 8. The primary reason 

f o r not i n c l u d i n g the West Knowles No.,8 was due t o i t s e a r l y 

i t ' s only an i n f a n t i n i t s producing l i f e so f a r , and the 

p r o j e c t i o n of u l t i m a t e reserves i s going t o be much more 

questionable i n t h a t case and would a f f e c t the drainage c a l 

c u l a t i o n s t o -a 'greater extent. So I l e f t out the West Knowle 
.... <!' 

No. 8, not f o r any subversive reason or anything. 

The — what "I've done here i s I've put the 

range of my parameters t h a t I've gotten from e i t h e r logs or 

l i t e r a t u r e or our f l u i d p r o p e r t i e s ; f o r each of the w e l l s 

t h a t we have recovered s u f f i c i e n t reserves t o make a reason- . 

able estimate of the u l t i m a t e recovery, and what I d i d a f t e r 
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t h a t -is not -- what I've done i s I've s u b s t i t u t e d mathemati

c a l l y , i n t o t h i s equation the minimum numbers i n the numerator 

and the maximum numbers i n the denominator, i r r e g a r d l e s s of 

the r e l a t i o n s h i p of t h a t minimum number t o the maximum number 

f o r example, on' the West Knowles 4 we' have a minimum p o r o s i t y 

of 6 percent and.we have a minimum p o r o s i t y of 12 percent. 

I'm not necessarily saying by p u t t i n g the minimum numbers i n 

the numerators of these equations.and the maximum numbers i n 

the denominators t h a t t h a t 6 percent corresponds t o the 12 

percent water s a t u r a t i o n . I'm j u s t t r y i n g t o come out t o an 

absolute- minimum t h a t you could get from the l o g c a l c u l a t i o n s ' 

t h a t we could come up w i t h , or the log. i n t e r p r e t a t i o n s t h a t -

were a v a i l a b l e t o us. 
. - ' J,- -• . . 

- ' And the r e s u l t s , of" those four equations., or 

those 'four w e l l s are depicted "on t h i s e x h i b i t and you can 

see they range from 70 acres up t o 86 acres, and again, I 

want t o emphasize t h a t I do not f e e l l i k e t h i s , i s ' the:.minimum . 

drainage-or the-drainage -- I'm not representing t h i s as the 

drainage. I f e e l l i k e i t i s t h e absolute minimum i t could 

be; and I f e e l t h a t i t ' s probably greater -than t h i s f i g u r e s 

• s i g n i f i c a n t l y . 

Q. I f I understand what you're saying, Mr. 

Rose, d i s p i t e what's happened i n the east h a l f of the two 

sections, there i s no need as a p r a c t i c a l matter t o t r y t o 
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develop t h i s , pool on 4 0-acre spacing. 

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

Q. • And your opinion t h a t using very conservative 

numbers are-a conservative way'to make the c a l c u l a t i o n s and 

a t the very l e a s t the w e l l s t h a t you've tabulated i n the 

drainage c a l c u l a t i o n are going t o d r a i n i n excess of 70 acres 

and probably as a p r a c t i c a l matter -are going t o d r a i n much 

more than t h a t . 

A. Correct. 

Q. : I n your o p i n i o n as a petroleum engineer, Mr. 

Rose, would you recommend t o the Commission t h a t a p r o r a t i o n 

be o r i e n t e d where_it was stood up i n the east h a l f of the 

southwest 'quarter f o r t h i s well? 

A. . , I -do pot f e e l l i k e i t - s h o u l d be stood up, 

p r i m a r i l y on, again, our previous'testimony. I f e e l l i k e the 

north h a l f i s nonproductive. Again I. r e a l i z e t h a t i s i n t e r 

p r e t a t i o n . 

'' . • ' -The problem- I i see w i t h standing the p r o r a t i o 

u n i t up i n the' southwest quarter of ; Section .21 i s again i t 

r e l i e v e s a p o s s i b i l i t y t o d r i l l : a w e l l , or almost requires 

the d r i l l i n g of a w e l l i n the southwest of the southwest 

quar t e r , which again, as we've sta t e d e a r l i e r , would r e q u i r e 

us t o come i n i n the northwest of the northwest of 34 t o 

p r o t e c t our i n v e s t o r s and d i f f e r e n t i n t e r e s t owners .within 
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t h a t area. 

I f e e l l i k e Texaco has s a i d , or stat e d i n 

t h e i r cross examination, or l e d us'to b e l i e v e , i f we stand up 

we are precluding the d r i l l i n g , o f a. w e l l i f they.claim t h a t 

there i s productive acreage- i n the n o r t h - h a l f . They say t h a t 

by l a y i n g us down we are precluding, the d r i l l i n g o.f a w e l l 

t o d r a i n .that n o r t h h a l f . I"do n o t - f e e l l i k e t h a t i s the 

case. We ourselves would not d r i l l .that w e l l because of our 

i n t e r p r e t a t i o n . . . -

Texaco, i f they f e e l l i k e they — t h a t pro

ductive i n the nor t h h a l f of the southwest of 27 i s p r o d u c t i v ^ , 

then they- can l a y down a p r o r a t i o n u n i t .at t h a t time and 

d r i l l a w e l l on the north h a l f of the southwest q u a r t e r , and 

i t would not bother the northwest quarter of Section 34. 

Q. . . h Was E x h i b i t Sixteen prepared by you, Mr. 

Rose? '• 

A. ' Yes, at'was.-

..MR. KELLAHIN: We move the i n t r o d u c t i o n of 

Applicant's E x h i b i t Sixteen. 

MR. RAMEY: E x h i b i t Sixteen w i l l be admitted. 

CROSS EXAMINATION 

BY MR. RAMEY: ' 

0. Mr. Rose, w i l l you please t e l l me where thesje 
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w e l l s are located? I'm having a l o t of t r o u b l e f o l l o w i n g you 

i f I don't know where any of the w e l l s are. 

fl. Okay, you're r e f e r r i n g t o my e x h i b i t on the 

drainage c a l c u l a t i o n s ? 

Q. Yes. Yes, the four w e l l s . 

A. Okay, i f you s t a r t i n Section 34, the most 

n o r t h e a s t e r l y w e l l , which i s labeled as number f o u r , is' the 

West Knowles No. 8, and i s not included i n these c a l c u l a t i o n s 

The Shipp — the only producing w e l l i n Sec

t i o n 27 i s the Shipp 27 No. 1; the d i r e c t o f f s e t t o t h a t w e l l 

d i r e c t south o f f s e t t o t h a t w e l l i s the West Knowles No. 4. 

The d i r e c t west o f f s e t t o the West Knowles No. 4 i s the Shipp 

34-A No. ,1. And the d i r e c t south o f f s e t t o the Shipp 34-A 

No'. 1 i s the Shipp 34-A No. 2. 

.. Q. . . I n one of Mr. Mosley's e x h i b i t s , I t h i n k ' 

i t ' s Number Twelve, there was. a w e l l i n the southeast of the 

•northeast (inaudible) 

fl. 'Southeast of the northeast of which section? 

0. Of Section 34. 

fl. Southeast of the northeast,.no, there should 

not be. 

(Thereupon a discussion was had 

o f f the record.) 

MR. RAMEY: Any other questions of the w i t -
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ness? 

' MR. LOPEZ: Yes, Mr. Examiner. 

CROSS EXAMINATION 

BY MR. LOPEZ: 

Q. Re f e r r i n g t o your E x h i b i t Number Sixteen, 

j u s t assuming"that your c a l c u l a t i o n s are c o r r e c t t h a t one 

w e l l w i l l adequately d r a i n an 80-acre u n i t , does the w e l l 

d r a i n a r a d i a l or c i r c u l a r extent from the wellbore or .does 

i t d r a i n acreage.in an 80-acre h o r i z o n t a l c o n f i g u r a t i o n ? 

A. " i t w i l l d r a i n acreage i n the area of l e a s t 

r e s i s t a n c e - t o flow whatever t h a t i s w i t h i n the r e s e r v o i r . 

... Q. •: Well, i n t h a t connection would you agree t h a t 

two w e l l s .at standard l o c a t i o n s i n the southwest quarter of 

Section 27'would more e f f e c t i v e l y d r a i n the r e s e r v o i r under

l y i n g the .'quarter', section than .one? 
; A. . Depends on where those w e l l s were located. 

1 Q. Well, assuming they're located i n standard 

locations.. 

A. Okay, i f we d r i l l our w e l l a t the proposed 

l o c a t i o n , the•proposed l o c a t i o n t h a t we have i n d i c a t e d on 

the map,, again our i n t e r p r e t a t i o n , we f e e l l i k e i t w i l l d r a i r 

the south h a l f .of the southwest quarter., We do not f e e l l i k e 

the n o r t h h a l f is. productive. 
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Q. . . Well, l e t me ask you the same question I 

asked Mr.'Mosley. How would a w e l l located on the east side 

of the south h a l f o r i e n t e d p r o r a t i o n u n i t e f f e c t i v e l y d r a i n 

reserves up d i p t o the west? 

A.. The up d i p i s a p r o j e c t i o n on the cross sec

t i o n . Again,-I'm not a g e o l o g i s t ; • I don't pretend t o be. We 

don't know what t h a t p o r o s i t y does between those two w e l l s . 

Ours i s an i n t e r p r e t a t i v e drawings;'we f e e l l i k e , i f y o u ' l l 

look at the cross section A-A', I'm not sure of the e x h i b i t 

number.-'- Tom? 

"" ; . *.. MR. KELLAHIN: Thirteen. 

. •.. ,rA. • E x h i b i t Number Th i r t e e n , I don' t t h i n k you 

are n e c e s s a r i l y looking at up dip drainage. You might be, 

the way- we!have i t i n t e r p r e t e d i n the upper p o r o s i t y , but i n 

the middle.porosity> which i s the main pay i n the area, i t 

looks t o b e • f a i r l y f l a t t o me. 

Again, I'm not a g e o l o g i s t . 

• Q. Well, Mr. Rose, going back to my e a r l i e r 

form of the question, assuming that.Texaco-agrees w i t h you 

t h a t a s u b s t a n t i a l p o r t i o n of the n o r t h h a l f of the southwest 

quarter i s unproductive, t h e r e f o r a w e l l d r i l l e d i n the n o r t h 

h a l f would- not be an economical venture, and also assuming 

t h a t a w e l l d r i l l e d a t your l o c a t i o n comes i n as a good w e l l , 

as p r o j e c t e d by C & K, would you agree w i t h me t h a t -an o f f s e t 
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w e l l t o the west, or at 6G0 from the south and west of .27, 

would r e s u l t i n more e f f e c t i v e and e f f i c i e n t drainage of the 

southwest quarter of the se c t i o n and reserves i n place? 

• A. I n a t e c h n o l o g i c a l sense i t might recover 

some a d d i t i o n a l reserves from t h a t standpoint. I t depends 

on' the i n t e r p r e t a t i o n again between those two w e l l s . I don't 

t h i n k t h a t ' s s u f f i c i e n t evidence t o put a w e l l down i n the 

southwest of the southwest. 

The other c o n s i d e r a t i o n i s ..an economic consi 

deration' here. The incremental reserves you would recover 

•by p u t t i n g a w e l l down there over a Well, a s i n g l e w e l l where 

we have i t proposed now, the incremental reserves versus the 

a d d i t i o n a l money spent would be very minimal,' I t h i n k . 

. / True, t h a t w e l l would cover recover r e 

serves and i t would compete f o r the other one, so when you 

d r i l l e d i t , . i t ' s going t o look good, but I t h i n k you can do 

the same, e s s e n t i a l l y the same, by d r i l l i n g one w e l l a t t h a t 

l o c a t i o n . .The reason we d i d n ' t go t h a t d i r e c t i o n w i t h the 

o r i g i n a l well,was due t o the sketehiness of t h i s 28-1 and we 

don't know where t h a t b a r r i e r occurs,or whatever i t i s t h a t 

i s happening i n the 28-1. For all.we k n o w , i t could be, l i k e 

Mike sa i d , could be r i g h t a t our w e l l . We don't b e l i e v e i t 

i s , and'then again, i f you d r i l l a w e l l there i n the south

west of ,the southwest, then you again have a problem of d r a i n 
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age of the northwest of the northwest in'Section 34, and we 

don't f e e l l i k e we need another w e l l there. We're e s s e n t i a l l y 

going t o be d r i l l i n g -- set o f f another chain r e a c t i o n i n 

.spacing these w e l l s on 40- acres when I've already t e s t i f i e d 

t h a t they can d r a i n at l e a s t 8 0 acres. 

Q, Well, a determination as t o whether an o f f s e t 

w e l l i n the southwest Of the southwest should be d r i l l e d can

not be r e a l l y , : - t r u l y determined u n t i l the r e s u l t s of the w e l l 

d r i l l e d i n the proposed;location are ascertained, i s t h a t 

correct? • •' ' • . 

A. - • ' Tt might give you some a d d i t i o n a l i n f o r m a t i o n 

i t may/not ./• We can' t make t h a t determination now, but i f . 

you b e l i e v e , l i k e we - d o t h a t -the -north h a l f is. unproductive, 

again you -have two stand-up p r o r a t i o n u n i t s , both h a l f pro

d u c t i v e . 

Q. . Well, e s s e n t i a l l y i s n ' t what you're saying, 

i s . t h a t you would r a t h e r preclude the d r i l l i n g of two w e l l s 

i n the southwest quarter i n order t o p r o t e c t your production 

i n the northwest q u a r t e r . o f 34 and w i t h . t o t a l disregard f o r 

the c o r r e l a t i v e r i g h t s of any i n t e r e s t owners i n the n o r t h 

h a l f of the southwest quarter of 27. 

C o r r e l a t i v e r i g h t s t o what, i s what my ques

t i o n would be? 

Q. Assuming t h a t your i n t e r p r e t a t i o n i s i n c o r -
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r e c t and t h a t there i s some production i n the no r t h h a l f of 

the southwest q u a r t e r . 

A. As I said before, a. south — an east/west 

o r i e n t a t i o n on the south h a l f p r o r a t i o n u n i t would not pre

clude owners i n the no r t h h a l f from p u t t i n g together a u n i t 

f o r a n o r t h h a l f w e l l ; i f you f e e l l i k e i t i s p r o d u c t i v e , 

then t h a t would be your op t i o n at t h a t time. 

: Q. But i f there i s some reserves, l e t ' s say the 

nor t h h a l f o f ' t h e - n o r t h • h a l f of the southwest quarter i s con

demned, wouldn't i t be more prudent t o keep the door open f o r 

the d r i l l i n g of two w e l l s i n order t o d r a i n whatever reserves 

may lay i n the no r t h ' h a l f • — ; or l i e i n the no r t h h a l f of the 

southwest q u a r t e r , r a t h e r than preclude i t by (inaudible) i t 

to a south h a l f p r o r a t i o n u n i t ? 

A. For two reasons I don't b e l i e v e t h a t t h a t ' s •• 

t h a t ' s t r u e . I f you are i n i t , i n the east/west d i r e c t i o n on 

the south h a l f , you are not precluding the d r i l l i n g of a w e l l 

i n the n o r t h . h a l f i f somebody f e e l s l i k e -— i f at a l a t e r ti.m<i 

the i n t e r p r e t a t i o n comes around t h a t t h a t i s productive, an 

east/west n o r t h h a l f p r o r a t i o n u n i t .could .be formed f o r the 

d r i l l i n g of the w e l l i n the no r t h h a l f of the southwest qu a r t 

er. 

I f we lay down t h a t p r o r a t i o n u n i t , i t w i l l 

also prevent the s i t u a t i o n t h a t I described e a r l i e r where we 
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go t o a 40-acre spacing. So I don't f e e l l i k e l a y i n g down 

the east/west p r o r a t i o n u n i t i n the south h a l f , I do not f e e l 

l i k e we're precluding the d r i l l i n g of another l o c a t i o n i f 

somebody f e e l s l i k e the n o r t h h a l f i s productive, but I t h i n k 

we are precluding waste as f a r as an economic s i t u a t i o n a r i s e s 

when we'd have t o d r i l l o f f s e t w e l l s i n 34, which we-don't 

f e e l l i k e we need. 

" 0. V We-understand each other . 

' MR..RAMEY: Any other questions of Mr. Rose? 

He may be excused. 

MR. KELLAHIN: Mr. Latham. 

\ E. L. LATHAM, JR. 

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. KELLAHIN: 

Q. Mr. Latham, would you please s t a t e your name 

and occupation? 

; A. E. L. Latham, Junior, and I'm an independent 

operator, and I d r i l l w e l l s . I'm an operator of w e l l s a t 

the present time and I p a r t i c i p a t e w i t h other operators as 

a non-operator. 
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Q, Mr.. Latham, have you p a r t i c i p a t e d as a worki 

i n t e r e s t owner i n w e l l s t h a t have. been d r i l l e d i n the Casey-

Strawn F i e l d , as we've been discussing t h i s afternoon? 

A. Yes, I have., and also the' w e l l s back i n Sec

t i o n - T ' i n . t h e southeast quarter of Section'23. Mr. Barton 

and .I- p a r t i c i p a t e d -in the Harvey Yates w e l l and. the Shipp 28 

'No. 1.., the C & K Well ,27-1, the discovery w e l l , and also the 

dry'..hole, the 27-A No. 1. 

'. "v Q;:.i .And you. have i n t e r e s t / i n the Mesa wells' i n 

28 and 34, don't you? 

'" A. • That's a r o y a l t y i n t e r e s t . 

.. Q. ,.; I see. So. you and Mr. Barton have, p a r t i c i 

pated as -a working i n t e r e s t owner or r o y a l t y owner i n the 

w e l l s from the i n c e p t i o n of the discovery w e l l on down-to.the 

present. . ' ' • 

. A. That's t r u e . . 

Q. Would you describe f o r us, Mr. Latham, what 

has been-the h i s t o r y of development of the f i e l d i n s o f a r as 

the p r o r a t i o n u n i t s have been' oriented?/ 

"A. A l l the p r o r a t i o n u n i t s , beginning i n 1975 

up u n t i l February, 1981, were es t a b l i s h e d on east/west pro

r a t i o n u n i t s , and on I b e l i e v e i t was February the' 2nd, 1981, 

Mesa revised the p r o r a t i o n u n i t s i n the/northeast quarter of 

Section 34 and..—' but p r i o r t o t h a t time/ the s i x years pre-
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vious, a l l the p r o r a t i o n u n i t s were east/west. 

Q. Based upon your i n t e r e s t i n the Casey-Strawn 

F i e l d , Mr. Latham, t o your .knowledge have there been any othe 

occurrences i n which the southwest quarter of Section 27 was 

ever the subject of any Commission p o o l i n g order? 

' fl. •. Yes,.'it was, i n 1975, Order No. 6 — i t wasn 

'order number, i t was Case Number 5509, the south h a l f of the 

southeast -- southwest quarter of Section 27 was pooled, and 

at t h a t time Texaco's i n t e r e s t was e x a c t l y what i t i s . today 

and they d i d not p r o t e s t any pool i n g of t h a t i n t e r e s t a t t h a t 

time. 

Q. Mr. Latham, I show you what I've marked as 

E x h i b i t s Seventeen and Eighteen and ask you i f you can i d e n t i 

f y those poo l i n g orders? 

fl. .Yes, I can. -

Q. I s one of those orders the order t o which 

you j u s t made reference? 

fl. Yes. Case Number 5509, which i s Order No. 

R-5041, was a compulsory pooling of the south h a l f of the 

southwest quarter of Section 27. 

0. ' Was there a companion order f o r the n o r t h 

h a l f of t h a t quarter section? 

A. Yes, there was. That was Case 5510, t h a t 

was Order No. R-5042, and t h a t compulsory p o o l i n g was of the 



. 7 7 

no r t h h a l f of the southwest quar t e r , and t h a t ' s where the 

Shipp 27-A No. 1 /Well was d r i l l e d as a dry hole. 

Q. Would you describe f o r us what yours and 

Mr. Barton's i n t e r e s t i s i n the southwest, quarter of the 

southwest q u a r t e r ^ o f Section 2.7?.-

• / •. 'VA. That' s.-where the m a j o r i t y of our i n t e r e s t 

i s , i n - t h e southwest quarter of the southwest quarter. 

J We acquired t h i s i n t e r e s t p r i o r t o 1975, i n 

f a c t , i n 1974, before any w e l l s were ever d r i l l e d i n the 

Casey-Strawn F i e l d . We're not Johnny-come-lately, so t o 

speak, i n t r y i n g t o maneuver i n t o p o s i t i o n a f t e r the f i e l d 

had been discovered. We were there previous t d the f i r s t • 

w e l l . 

Q. What e f f o r t s , i f any, have you made i n the 

past t o have a w e l l d r i l l e d t h a t ' s dedicated t o the south 

h a l f of the southwest quarter of 27?. 

A. I n e a r l y 1976 , i t was i n March, we contacted 

Enserch -— Lone Star, which was Enserch, and at t h a t time 

C & K had returned a l l ' the farmout acreage t o Lone Star, and 

they were the' m a j o r i t y leasehold i n t e r e s t i n the southwest 

quart e r , and t h e i r land department agreed with, us t h a t a w e l l 

should be d r i l l e d dedicated t o the south h a l f of the -southwest 

quarter of Section 27, and they recommended t h a t t o t h e i r 

management but t h e i r management d i d n ' t agree and-we couldn't 
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get a w e l l d r i l l e d . 

Q. A f t e r t h a t , when's the next occasion t h a t a 

w e l l was proposed or planned f o r the southwest quarter of this; 

s ection?} • 

A. ;-• Well, •• t h a t was when C & K proposed d r i l l i n g , 

one at the present l o c a t i o n but standing the p r o r a t i o n u n i t 

north/south. ' 

0. And what, i f any, response d i d you make t o 

C &"K with'regards' t o t h a t proposal? 

., •' • : I :objected-to t h a t proposal. 

Q. What were the reasons f o r your o b j e c t i o n , 

Mr. Latham? 

A. *• Because we had paid our money i n d r i l l i n g , 

the Shipp 27-A No.' 1, which i s a dry hole, and we f e l t l i k e 

t h a t condemned that'40 acres as being nonproductive, and a l l 

the other p r o r a t i o n u n i t s f o r s i x years had -- p r e v i o u s l y the 

h i s t o r y has been east/west p r o r a t i o n u n i t s ; t h e r e f o r , we f e l t 

l i k e the best prospect f o r a commercial w e l l would be the 

south h a l f of the southwest quarter. 

And by the way, when we proposed the locatiojn 

t o Enserch i n 1976, we owned the Hightower leases a t t h a t 

time, which i s what Yates now has. We could have proposed 

a north/south p r o r a t i o n ' u n i t because our i n t e r e s t was i d e n t i 

cal..' I t d i d n ' t matter t o us which way,"we had the same i n -
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t e r e s t e i t h e r way, but due t o t h e . f a c t , o f the dry hole t h a t 

we had d r i l l e d i n the 27-A No..1, and condemning the n o r t h 

h a l f o f ' t h e southwest q u a r t e r , we proposed,- and do today, the 

south h a l f of the southwest q u a r t e r . . - ' " 

"g„ . I f the'Commission' should disapprove the sout 

h a l f southwest quarter' and conversely 'approve'Texaco's request 

f o r the' east h a l f of the southwest.quarter,. Mr. Latham, what, 

i f .anything, : ' w i l l - , you then do,? -' 

A. . Well, under those' circumstances I would have 

t o d r i l l a well, i n the southwest quarter-- of the southwest 

q u a r t e r , or. cause one t o be d r i l l e d , - and t h a t would, i n my 

opi n i o n , would be an unnecessary expense. I n r e a l i t y i t woul|l 

be p u t t i n g the f i e l d on 40-acre spacing..'. • 

MR. KELLAHIN: That concludes my examination 

of Mr. Latham. . 

- MR. RAMEY: Any questions -of Mr. Latham? 

CROSS EXAMINATION ..-;-' 

BY MR. LOPEZ: '_"•.'.- V •" " ' . ' 

g, Mr. Latham, I don'.t suspect t h a t I n f a c t 

the -- with.'regard t o the Latham i n t e r e s t s ' are increased from 

.26 percent "to almost 13 percent by v i r t u e of the o r i e n t a t i o r 

from the east h a l f t o the' south h a l f - p r o r a t i o n u n i t enters 

i n t o your opinion as t o how you'd.like t o see t h i s p r o r a t i o n 
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u n i t t o be designated. 

A. Well, n a t u r a l l y t h a t would, but the p r o r a t i o n 

u n i t t o the. .north, has been condemned. 

' . ' Q,. '-. Well, on what basis do you st a t e t h a t the 

dry hole.condemns the e n t i r e 40 acres? 

A. . Why does i t -condemn i t ? . 

.-. Q- Y e s -

' A. Because i t was wet - and i t was a low w e l l . 

I t ' s b e e n - t e s t i f i e d here today t h a t — t h a t t h a t ' s a nonpro

ductive w e l l . 

Q. But do you have any g e o l o g i c a l i n f o r m a t i o n 

a v a i l a b l e t o you t h a t would i n d i c a t e t h a t t h a t dry or wet 

w e l l , as w e ' l l describe I t , condemns the e n t i r e northeast of 

the southwest quarter? 

. A.. Well, I have the logs and I have the r e s u l t s 

and since we were, p a r t i c i p a n t s i n the w e l l , you would have t o 

say t h a t from a l l expert testimony here today t h a t t h a t was 

obviously a dry hole. 

MR. RAJ-IE Y: Any other questions of Mr. 

Latham? 

REDIRECT EXAMINATION . ... 

BY MR.' KELLAHIN: "' 

Q. I'm confused by something you said, Mr. Lathjam.. 
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The d r y hole i n the n o r t h of the l o c a t i o n , whatever i t may be, 

i n the northeast of'.fhe southwest, q u a r t e r , t h a t was subject 

to" a pooling case and-that w e l l was d r i l l e d , what d i d you say 

Texaco.' s-- interest,', i f any, was I n t h a t f i r s t well? 

•-A. • That was 22 percent; same as we're proposing 

today i n the south h a l f . 

- "Q, ' ' • Did . they " p a r t i c i p a t e i n the d r i l l i n g of t h a t 

w e l l or d i d they go •nonconsent, do you r e c a l l ? 

• A. They p a r t i c i p a t e d i n the d r i l l i n g of t h a t 

•well. 

Q, To. the best of your knowledge, d i d they ob

j e c t t o t h a t w e l l being plugged and abandoned? 

A. They d i d not. 

MR. KELLAHIN: No f u r t h e r questions. 

MR. RAMEY: Any other questions of Mr. Lathaijn? 

He may be excused. • 

We w i l l take a f i f t e e n minute recess. 

(Thereupon a recess was taken.) 

' ' MR. RAMEY: The hearing w i l l come t o order. 

Mr. Kellahin? ' . 

MR. KELLAHIN: Mr. Chairman, I ' d l i k e t o movje 

the admission of E x h i b i t s Seventeen and Eighteen, I b e l i e v e . 
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'•• 1 • MR. RAMEY: E x h i b i t s Seventeen and Eighteen 

w i l l be admitted. 

• , MR. KELLAHIN: That.concludes our presenta

t i o n . 

MR. RAMEY: Thank you, Mr. K e l l a h i n . 

. '* v '-. MR.,, LOPEZ: Mr.' Chairman, I ' d l i k e t o c a l l 

our f i r s t witness, Mr. Tom Bryla. 

TOM BRYLA 

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. LOPEZ: 

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

dence, by whom you're employed and i n what capacity? 

fl. • My name i s Tom Bry l a . I work f o r Texaco i n 

Midland, Texas. I'm a member of the Permian Basin Landman's 

Association and Associate Member of the American Association 

of Public Landmen. 

I work i n the capacity i n the land department 

a combination promotional man handling Texaco acreage,, and 

dealing again w i t h land contracts'. 

Q. Have you ever p r e v i o u s l y t e s t i f i e d before 
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t h i s Commission'and had your q u a l i f i c a t i o n s accepted as a 

matter of record? 

• A. ' . - No, I haven' t . 

Q. ' W i l l you then b r i e f l y describe your educa

t i o n a l background and your employment (inaudible.) 

A. C e r t a i n l y . I have worked two years i n Texac 

P r i o r to s t a r t i n g w i t h Texaco I graduated frOm law school a t 

Texas Tech U n i v e r s i t y . I also graduated•from Texas A & M i n 

environmental design. 

Q. Are you f a m i l i a r w i t h ' t h e cases being before 

the Commission today, Case Number 7730, as --

A. Yes. '• '• 

•• g. -- w e l l as the a p p l i c a t i o n of Texaco f o r 

forced p o o l i n g , designated as Case Number 7762? 

A. Yes, I am. 

g. And w i t h the lands t h a t are the subject of 

t h i s hearing? Or t o these.hearings? 

A. I'm sorry? 

g. Do the lands t h a t are the subject i n each of 

the cases f a l l w i t h i n your area of j u r i s d i c t i o n as a landman 

f o r Texaco? 

A. Yes , i t has . 

MR. LOPEZ: Are the q u a l i f i c a t i o n s of the 

witness acceptable? 
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. MR. RAMEY: Yes, they are, and would you 

s p e l l .your l a s t name, please?. 

' . A. .- / Yes, s i r , B-R-Y-L-A'. 

Q. • . ' What' i s i t t h a t Texaco seeks i n Case Number 

7,762? • • v '"' . ' y. : •'• 

'A. • • ; • .'Okay. Texaco -seeks an order p o o l i n g a l l the 

mineral i n t e r e s t s through the- Pennsylvanian formation under

l y i n g the east h a l f of the : southwest quarter of Section 27, . 

Township 16 South, Range 37 East, i n the Casey F i e l d , t o be 

dedicated-to a w e l l t o be d r i l l e d a t a standard l o c a t i o n there 

upon. 

' g. Would you now t u r n t o what' s been marked as 

E x h i b i t Number One and i d e n t i f y i t ? 

A. E x h i b i t Number One i s a Texaco land map, i n 

d i c a t i n g the Texaco i n t e r e s t involved i n the leasehold t h a t 

we're c u r r e n t l y t a l k i n g about here at t h i s p a r t i c u l a r Commis 

sion hearing. • • 

; The red l i n e i n d i c a t e s the. east .half of the 

southwest quarter t h a t we're seeking t o have dedicated a pro

r a t i o n u n i t . The yellow j u s t o u t l i n e s Texaco acreage i n t h a t 

leasehold i n general.' • 

g.- Now would you e x p l a i n f o r the Commission the 

background, as you understand i t , between ,C & K and Texaco 

w i t h respect t o ne g o t i a t i o n s a f f e c t i n g the o r i e n t a t i o n of the 
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p r o r a t i o n u n i t i n the southwest quarter, of Section 27•. 

• • J\. . _rC; A l l ' r i g h t . . . ' • •' 

Q,'. ' •'. ; • And m connection t h e r e w i t h I ' x l , ask you*to 

' r.ef er .to.''what' s".been ' marked -Exhlb.it" Number Two. ' 

, A. . E x h i b i t Number Two i s a l e t t e r .from C & K 

Petroleum dated September 10th, 1982, which had been admitted 

i n evidence already, which we received September • 13th of 1982 

I t requests .that Texaco " j o i n or farmout on 

a w e l l In. the- east h a l f of the southwest quarter of Section 

27, 16 South,"37 East, i n Lea County. . 

I t was a proposal t o d r i l l - an. 11,800 f o o t 

Strawn t e s t t o be located 1980 from.the west l i n e , 660 from 

the east -line-. 

..The p a r t i c u l a r item was-sent, I b e l i e v e , 

through the mail and'it" was o r i g i n a l l y proposed t o us i n the 

manner as presented w i t h o u t any other o r a l conversation or 

phone c a l l . . . . ' . ' . - ' . 

•' The t h i n g , the only t h i n g t h a t was added t o 

t h i s t h a t i s not i n . the actual- l e t t e r , t h a t 'we were asked t o 

rush t h i s t h i n g i n a more prudent manner than any other nor

mal deal, '.because there was a problem-with the Yates lease

hold e x p i r i n g , wanted t o have i t spud by.October 15th. 

' - So t h a t i s the -basic background as' .far as 

o r i g i n a l proposal i n w r i t i n g t o Texaco. 
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'. Subsequent t o t h a t , -- I'm sor r y , i t was 

also a matter Of "the; f a c t t h a t they .'•— i t was going t o be 

brought- before the o i l and gas commission' f o r hearing September 

29th t o have vthe p r o r a t i o n u n i t designated and the forced ' 

poo l i n g ' t o be had -.on. the east h a l f of the southwest quarter 

f o r the Shipp 27-B i:Io. 1. "- -'-

Subsequent t o that- time we were t o l d o r a l l y 

oyer the phone, and I'm t h i n k i n g , i t was e i t h e r the l a s t week 

of September or the f i r s t week of. October, I don't have copious 

notes on t h a t so I can't v e r i f y t h a t , I have some dates t o go 

and b r i n g i t down t o t h a t general period,'when I ' d conversed 

w i t h Mr. Louis Torrance, not'Ms.- Lebow, Louis Torrance being 

the land manager, I be l i e v e i t i s , a t G & K' Petroleum. He 

informed me t h a t the p r o r a t i o n u n i t was going t o probably be 

changed t o the south h a l f of the southwest quarter and'what 

was Texaco' s f e e l i n g s on that,- and up t o t h i s p o i n t what we'd 

done was our standard procedure-in these t h i n g s . Before we 

do anything we send them down t o the g e o l o g i c a l people, l e t 

them evaluate .the p a r t i c u l a r proposal, l e t them give us an 

idea what they t h i n k i t i s , so the .land department can make 

a more informed decision- as t o what. they, want t o -do as f a r as 

the land, standpoint. ' ' . 

' So at t h i s time we,had not got t h a t informa

t i o n back from g e o l o g i c a l ; they we're." s t i l l e v a l u a t i n g i t , so 
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I "couldn't answer t h a t question. I s a i d , at t h i s time I don't 

. .'• / 

know what we're going t o say about having the. south h a l f of

the southwest quarter. T t was'being evaluated on the east 

h a l f southwest -quarter. . So I n o t i f i e d our people t h a t we 

needed t o change t h a t . 

So at t h a t time I gave no word whatsoever, 

one way or the other, as t o what we planned t o do; j u s t said 

i t was being considered. 

We had a meeting the 7th of October t o d i s 

cuss t h a t p a r t i c u l a r deal and we were concerned about the tim4 

schedules here, and, of course, Yates having a problem. We 

d i d want t o go ahead and accommodate everybody i f poss i b l e . 

But w e . s t i l l hadn't had q u i t e enough :time•to look at i t , and 

we d i d want t o approve another w e l l t h a t was i n the area,'so 

we — the meeting, b a s i c a l l y , the p a r t t h a t ' s important t o 

me, was I was t o l d i f p o s s i b l e , was .see i f C. & K would want 

to go ahead and delay d r i l l i n g the 27-B 1 f o r a l i t t l e b i t 

u n t i l we could go ahead and decide what we' wanted t o do on 

t h i s . 

So sometime a f t e r October 7th and p r i o r t o 

October' 12th, I t a l k e d t o Mr. Torrance again and l e t him know 

that, we would'-."like to' go .ahead and delay f o r a short time i f 

at a l l p o s s i b l e . He said t h a t he d i d n ' t p a r t i c u l a r l y want' 

t o w a i t on i t , as I r e c a l l , but t h a t nevertheless, would we 



consider i t ' anyway., the way i t i s , and we. could always get 

back t o tlienii :.; ' . . ' . 

So.what I'm saying i s - t h a t at t h i s p o i n t we 

s t i l l had not agreed any w e l l on t h a t p a r t i c u l a r l o c a t i o n ; 

i t was s t i l l being considered and we had not made a d e c i s i o n 

one way or the other as regards the east h a l f southwest quarter. 

The t h i n g t h a t came' to head f i n a l l y was t h a t 

we were — we were given some i n f o r m a t i o n from our g e o l o g i c a l 

s t a f f sometime p r i o r t o November 4th, which i s when! d e l i v e r e d 

a l e t t e r which Ms. Lebow referred* t o , whereby Texaco n o t i f i e d 

C & K t h a t we would not be. able t o go along w i t h a south h a l f 

p r o r a t i o n u n i t , our. l o g i c being,.that we wanted t o p r o t e c t our

selves f o r possible o f f s e t l o c a t i o n s ; t h a t we d i d n ' t f e e l tha-

g e nerally speaking, t h a t i f i t was a 'change of ownership, as 

i t was i n d i c a t e d , across from the east h a l f t o the west h a l f , 

t h a t the west h a l f , i f nothing e l s e , we do riot f e e l i t should 

have as large an i n t e r e s t i n the east h a l f as f a r as any k i n d 

of p roduction, and t h e r e f o r , we thought i t was s t i l l j u s t i f i e 

t o go ahead and include the dry hole. I n other.words, we 

wanted the 8 0-acre p r o r a t i o n u n t i s t i l l to. the east, the 

l o g i c s t i l l being t h a t , although p o s s i b l y w i t h o u t a doubt 

p a r t of the n o r t h h a l f i s condemned, how much i s i n question. 

C e r t a i n l y i f there i s something t o the west, i f we were t o go 

ahead and put i t i n a south h a l f p r o r a t i o n u n i t , we would 



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 

89 

preclude ourselves "from d r i l l i n g , another, w e l l without' having 

another Commission hearing. 

So we wanted t o p r o t e c t ourselves by keeping 

the west h a l f open wi t h o u t any problem of having a change of 

p r o r a t i o n u n i t , and since there was a v a r i a t i o n of mineral, 

owners, we. thought i t would be b e t t e r t o stop i t now; i n othe 

words, keep i t on the east h a l f , than i t would be allow a 

meeting w i t h the Commission t o set a p r o r a t i o n on the south 

h a l f and then have t o go back and change i t through a b i t t e r 

f i g h t of some s o r t . 

So we d i d decide at. t h a t p o i n t we wanted t o 

s t i c k w i t h the east h a l f southwest q u a r t e r . C & K was n o t i 

f i e d v e r b a l l y probably a day before November 4th, and on 

November 4th we d i d indeed d e l i v e r a l e t t e r , which Ms. Lebow 

mentioned, which st a t e d our op p o s i t i o n t o the south h a l f pro

r a t i o n u n i t , and t h a t was b a s i c a l l y where we stood at t h a t 

p o i n t . 

We d i d t a l k t o Yates p r i o r t o t h a t . Yates 

also was upset f o r several reasons, none of them q u i t e c l e a r . 

They have both got a g e o l o g i c a l standpoint where they wOuld 

l i k e t o have a — 

MR. KELLAHIN: I'm going t o obj e c t t o t h i s -

fl. I'm sorry. I'm sorry. 

MR. KELLAHIN: — man saying what Yates may 
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have'-- • t h i s ' testimony as t o what Yates may have said, 

v .A. ' ' Fine', I ' l l drop t h a t p a r t of i t . 

•" Q. •. Okay. I ' l l now ask you, Mr. B r y l a , t o r e f e r 

t o what's been marked as E x h i b i t Number'Three and describe i t 

.A. E x h i b i t Number Three i s merely a breakdown 

of Texaco's i n t e r e s t s i n t h a t p a r t i c u l a r s e c t i o n , i n Section 

27. The e n t i r e section i s broken down i n t o ..quarters and the 

southwest q u a r t e r i s broken down i n t o west h a l f and east h a l f 

Our mineral i n t e r e s t i s both i n a f r a c t i o n a l 

amount, 329/1920 on the west h a l f , and also percentage i f you 

break i t down,- and also on the east h a l f 553/1920, which 

equals 28 percent on the east h a l f . 

Q. Okay, now I ' d ask you t o r e f e r t o what's 

been marked as E x h i b i t Four and ask you t o i d e n t i f y i t and 

describe i t . 

A.. • Okay. E x h i b i t Number Four i s a l e t t e r from 

C & K, which i s dated October 22nd, received by Texaco Octobe:: 

25th, which f o r m a l l y l e t us'know t h a t the i n t e r e s t s were 

changing, who they were t h a t they were changing with,. Barton-,-

Latham, Yates,, and Texaco, and also Ann' Morris changing t o go 

w i t h the t i t l e o pinion. 

The l e t t e r , i t was t o n o t i f y us t h a t the 80 

acres being dedicated wouldtbe south h a l f o f southwest q u a r t e t 

and.an AFE, and no waiver sent along w i t h t h a t p a r t i c u l a r l e t -
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t e r . .. . 

The i n t e r e s t s t h a t were. Included w i t h t h a t 

l e t t e r are more d e t a i l e d than the o r i g i n a l proposal, 'so i n 

t h a t sense i t i s c e r t a i n l y more' s i g n i f i c a n t ; we now have -more 

in f o r m a t i o n as t o whose i n t e r e s t s were involved..-

Q. I s Texaco's mineral i n t e r e s t d i l u t e d by 

o r i e n t i n g the p r o r a t i o n as a south h a l f u n i t as opposed t o 

the east h a l f u n i t ? 

A. Yes, i t i s . The east h a l f , by i t s e l f w i t h 

out i n c l u d i n g any Other acreage, we have an i n t e r e s t of 2 8.02 

percent, t h a t f i g u r e being truncated a f t e r three decimal 

places as I mentioned on E x h i b i t Three. 

I f you go and lay a south h a l f p r o r a t i o n uni 

on -that p a r t i c u l a r quarter s e c t i o n f o r t h a t w e l l 27-B-l, what 

happens i s we have t o average i t together and our -interest 

then becomes instead of 28 percent, 28.8, i t becomes 22.96875 

by the e x h i b i t of the proposal, which we're now on E x h i b i t 

Four. 

So our i n t e r e s t i s reduced by. about, i f you 

were t o look at i t , I'm assuming, not g e t t i n g .too t e c h n i c a l , 

too close, 5.8 percent, almost 6 percent. 

. Q. I s the Yates u n i t d i l u t e d or reduced i n a 

l i k e amount? 

A. . : Yates, yes, Yates drops from the o r i g i n a l 
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proposal, I be l i e v e they had 13.6 percent by p r i o r — the Ex

h i b i t Number Two, there's a reference t o i t , Yates was o r i g i 

n a l l y l i s t e d , as 13.33 .percent. Their i n t e r e s t now drops as 

per t h i s l e t t e r , the new proposal, the south h a l f , down t o 

6.667 percent, or 6-2/3rds per cent, so they drop approximately 

6-1/2 percent, a l s o , a l i t t l e more — ' a l i t t l e less, than t h a t 

Q. Does the f a c t t h a t there i s vary i n g mineral 

ownership r a t h e r than a common mineral ownership i n the south 

west quarter of Section 27 a f f e c t your opinion as t o the im

portance of pro p e r l y designating the o r i e n t a t i o n o f ' t h e pro

r a t i o n u n i t ' a t t h i s time? 

, A. I'm not sure I understand the question, but 

i f you mean from the standpoint, that:' f j . r s t o f f from a busines 

end of i t t h a t Texaco loses i n t e r e s t , yes, i t does make a • 

large d i f f e r e n c e , and i f you look at i t from the standpoint 

t h a t t h i s was based on geologic i n f o r m a t i o n t h a t the land de

partment based i t s recommendation on t h a t the west h a l f would 

be a t a d i f f e r e n t l e v e l , t h e east h a l f , the l o c a t i o n o f . t h e 

27-B-l i s low t o the west h a l f and — 

Q. .Excuse me, I don't, t h i n k you.did understand 

the question. 

A. ' I d o n ' t . — I probably --. . 

o; - . . Does the f a c t t h a t there's not common miner

al"' ownership under the southwest q u a r t e r ' o f the s e c t i o n affec 
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^ your t h i n k i n g as t o whether i t would be possible t o r e - o r i e n t 

- i 

J the p r o r a t i o n u n i t , the 8 0-acre p r o r a t i o n u n i t , t o a stand-up 

basis once a w e l l i s d r i l l e d d e d i c a t i n g a south h a l f p r o r a t i o n 

u n i t 

•A. Well, I'm assuming you're t a l k i n g about .then 

i s - t h e d i f f i c u l t y i n g e t t i n g the p r o r a t i o n u n i t changed? 

Q. ' Yes 

A.' There's c e r t a i n l y going .to be some d i f f i 

c u l t y . "The southeast q u a r t e r , which was r e c e n t l y changed, 

i t i s mentioned i n p r i o r testimony, involved the common i n 

t e r e s t , common mineral i n t e r e s t , and there-was no d i f f e r e n c e 

i n changing from a- south h a l f t o a west h a l f and e a s t h h a l f c o n 

the' southeast q u a r t e r , and I'm r e f e r r i n g now t o the 27-B-l -. 

but the. 27-B-2. This case i s not the same; i t ' s unique i n . 

t h a t the west h a l f and east h a l f do have var y i n g mineral i n 

t e r e s t s . They are not the same. ' You are.going t o have some 

problems r e s o l v i n g that, arid .you are going t o have. people --who 

are now s e t t l e d i n t h e i r p o s i t i o n and they don't want t o 

change t h e i r p o s i t i o n , any number of. t h i n g s t h a t w i l l involve 

a more d e t a i l e d hearing,- I'm assuming. 
11 ' 

Q, .... ; i f :C & K's a p p l i c a t i o n i s denied and Texaco' 

a p p l i c a t i o n i n Case 7.762, which'is rescheduled f o r f u r t h e r 

hearing on December 16 th i s granted, I s Texaco.prepared t o 

commence d r i l l i n g the Well before the end of calendar year 
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A. Well, — 

Q, Located- at the designated l o c a t i o n w i t h the 

east h a l f of the southwest quarter ' 

A. Yes, t h a t has been made cl e a r --' 

Q. —^'dedicated.-to i t ? . 

A. -- Texaco would indeed d r i l l the w e l l 1980 

from the west, 660 from the-south, the present l o c a t i o n , i n 

other words, i f the p r o r a t i o n u n i t i s designated the east 

h a l f before the end of the' calendar year; they could spud. 

Q. Has Yates agreed t o j o i n you i n t h i s ? 

A. ' Yes, Yates has v e r b a l l y committed themselves 

to j o i n us I n t h i s p a r t i c u l a r venture. 

Q, And i f the d r i l l i n g of t h i s w e l l i s success

f u l , would Texaco be prepared t o t h e r e a f t e r w i t h i n a reason

able time commence the d r i l l i n g of an ^ a d d i t i o n a l ' of f set. .well 

w i t h the west h a l f of the southwest q u a r t e r dedicated t o that 

well? 

A. I'm assuming -- you mean a f t e r l o o k i n g and 

t a k i n g an educated look at the i n f o r m a t i o n we gather from 

t h i s well? I don't know i f Texaco would commit t o another 

w e l l . a t t h i s time on the west h a l f , the reason being t h a t 

w e ' l l get more .information when t h i s w e l l i s d r i l l e d . I 

don't t h i n k i t -would'be a reasonably prudent operator who won 
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say now, considering the r i s k s i n v o l v e d , t h a t we would want 

t o d r i l l a w e l l oh the west h a l f yet,.but i t ' s* something we'd 

want t o keep as a v i a b l e o p t i o n , t h a t i f t h i s w e l l does indeed 

and we get the i n f o r m a t i o n t h a t we- t h i n k t e l l s us t h i s w i l l 

be a good l o c a t i o n , 'that we want t h a t west h a l f l o c a t i o n pro

tec t e d sp t h a t we can d r i l l i t i f we want,to;, so t h a t some

body can d r i l l i t . 

Q. •' '•' And assuming t h a t t h i s doesn't come i n .and 

in d i c a t e s t h a t i t wouldn't be prudent t o . . d r i l l an o f f s e t w e l l 

obviously management wouldn't care t o . . — w e l l , you don't know 

t h a t — " 

A. . - -I'm not sure on t h a t .one. . 

Q. / ' Okay. Were E x h i b i t s One through Four pre

pared by you or under your supervision? 

. A. -.Yes, they were. 

• . MR. LOPEZ: At t h i s time I ' d l i k e t o o f f e r 

Texaco's E x h i b i t s One through Four. 

MR. RAMEY: " Texaco E x h i b i t s One through 

Four w i l l be admitted. . . . 

Any questions'of the witness? 

' CROSS' EXAMINATION 

BY MR.. KELLAHIN: 

0. - Mr. Br y l a , — 
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•fl. Yes. ,-, 

Q. Would Texaco be o b j e c t i n g t o C & K's a p p l i 

c a t i o n i f i t would r e s u l t i n an increase i n Texaco's i n t e r e s t 

as .opposed t o a decrease? 

fl. That would depend on the second l o c a t i o n 

w e l l again. I see what you're g e t t i n g at and I w i l l grant you 

t h a t as a matter of economics i t i s c e r t a i n l y something t o 

bear i n mind. .But t h a t i s not the case i n t h i s case. 

, The case here i s t h a t we- have an o f f s e t loca 

t i o n we do.want t o - p r o t e c t , and Indeed our i n t e r e s t s are d i 

l u t e d going to the west h a l f , and i t ' s something t h a t i s t o 

be considered,. but what you' re speculating now i s not the 

c a s e • ; 

Q. • Are you t e l l i n g me i t doesn't matter t h a t 

Texaco's i n t e r e s t i s reduced by 6 percent? 

" fl. I t c e r t a i n l y matters as a business d e c i s i o n , 

as everybody here has i n d i c a t e d , both sides. The primary 

i n t e r e s t , the t h i n g — you could go and argue from the stand

p o i n t r i g h t O f f the bat, as a business d e c i s i o n t h a t you'd 

want t o go'ahead and keep i t on the east h a l f , i f you l i k e . 

Anybody i n t h e i r r i g h t mind would consider t h a t as a v i a b l e , 

logical- t h i n g t o look a t , but i n a d d i t i o n t o t h a t , we do 

have g e o l o g i c a l matter which w i l l be presented a f t e r my pre

s e n t a t i o n ,' Which t o us i n d i c a t e s t h a t there should be a pro-



t e c t i o n of t h a t west h a l f . a s another l o c a t i o n . 

Q. • Are you t e l l i n g me, t h a t you would j o i n C & K 

i f your i n t e r e s t was' increased'; because i t ' s - being decreased 

by.6 percent you want t o o r i e n t i t t o the east h a l f p r o r a t i o n 

u n i t ? • . 

A. I'm a f r a i d you're going t o have t o say t h a t 

a l i t t l e c l e a r e r . I'm not f o l l o w i n g your .logic e x a c t l y , or 

s o m e t h i n g . . . . 

I f our i n t e r e s t were t o increase'by l a y i n g 

a. south, h a l f , i n other words,; would i t make a d i f f e r e n c e t o 

us and we'd then go along with.a south h a l f p r o r a t i o n u n i t ? 

• Q. That's what I asked. 

' A. , That i s not something we've considered' a t 

t h i s p o i n t because t h a t i s not the case at t h i s time. We • 

haven't considered t h a t a t a l l . 

•MR. KELLAHIN: I have no f u r t h e r questions. 

MR. RAMEY: Any other questions of the w i t 

ness? 'He may be excused. 

MR. LOPEZ: C a l l Mr. Horvath. 

. '' "' . 'EDWARD HORVATH ' 

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

tes t i f i e d : \ a s * follows', t o - w i t : 
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DIRECT EXAMINATION ' '. 

BY MR. •. LOPEZ: ' • ' 

Q. ' Would you please s t a t e your name and where 

you reside? 

A. My name i s Ed Horvath. I reside i n Midland, 

Texas; employed by Texaco. I'm a development•geologist. 

Q. . Mr.' Horvath, • are you; f a m i l i a r w i t h the sub

j e c t matter.of these two cases before the Commission today? 

.A. Yes, I , am. . • . 

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

Commission arid had your q u a l i f i c a t i o n s as a petroleum geolo

g i s t accepted and made a matter of record? 

A. Yes , I have. 

MR. LOPEZ: ' I s the witness considered q u a l 

i f i e d ? 

MR. RAMEY: Yes,, he. i s , i f h e ' l l s p e l l , h i s 

l a s t name, please. . - . 

A. H-O-R-V-A-T-H. .'. 

. Q. Mr. Horvath, . I'd ask you t o r e f e r t o what' s 

been marked as E x h i b i t Number Five and . i d e n t i f y i t , please. 

. A. ' 'Exhibit .Number Five i s a s t r u c t u r a l map con

toured on top -of 'the Strawn lime. I t shows production t o 

t h e . l e f t , or t o the west, from the Lovington East Penn Field' 

and t o the right', t o the east, from the Casey-Strawn F i e l d . 
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The contour . i n t e r v a l i s 100 f e e t . The scale of the map i s 

one inch equals 2000 f e e t . The contours s t a r t from the l e f t , 

t o the west, a t -7100, dipping t o the northeast on a s t r u c 

t u r a l nosing'going across the Casey-Strawn F i e l d down t o a 

-7600. 

Wells t h a t have produced' from the Strawn are 

shown i n red. The w e l l s t h a t have penetrated the Strawn but 

are not producing from the Strawn are i n d i c a t e d by 'black ar

rows . 

The red l i n e s which go across t h e r e , as you 

can see, i n d i c a t e a pathway or. a f a i r w a y - o f - p o r o s i t y from the 

Lovington East Penn F i e l d t o the Casey-Strawn F i e l d , as de

signated, porous- carbonate w i t h i n i t , non-porous carbonate 

outside of i t , so t h i s i s a zone or a pathway of p o r o s i t y . 

The l i n e s of cross s e c t i o n , there are three 

t h a t I have shown on here, t h e y ' l l be- shown as e x h i b i t s 

coming up. Line.A-A' shown i n t h i s pink'-- w e l l , l e t ' s c a l l 

i t ; a pink tape on t h i s one, s t a r t s from the southwest, pro

gressing across t o the east. B-B' s t a r t s from the northwest, 

cuts across the Casey-Strawn and goes t o the southeast. 

C-C' i s the-one-in green tape going' across from west t o 

east. 

Q. Now I'd'ask you t o r e f e r t o what's been 

marked as Exhlb/Lt Number Six and ask you t o I d e n t i f y i t . 
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fl. , Six. E x h i b i t Six i s a cross s e c t i o n A-'A1. , 

t h a t you have j u s t looked at on the.previous one, which i s 

the cross s e c t i o n from the southwest across t o the east,' and 

t h i s i s a large one. Now which i s the best way t o show t h i s ? 

g. I guess everybody can u n f o l d i t there* 

fl. • I myself w i l l have t o have some place t o 

spread t h i s out so I can look at i t . . 

How about spreading it.'ddwn ; t h i s way?. Can 

you read i t l i k e that? 

0. Yeah, t h a t ' s f i n e . . 

fl. Okay. This i s a s t r u c t u r a l cross s e c t i o n on 

top of the Strawn lime. The v e r t i c a l scale, as you can see 

here, i s one i n c h - i s equal to.50 f e e t . The h o r i z o n t a l scale 

i s one inch equal t o 200 f e e t . The datum i s -7300. The top 

of the Strawn has-been shown .going across t h i s d i r e c t i o n . 

Again we' s t a r t o f f w i t h a w e l l t h a t -- a dry hole :,. which i s 

t i g h t , t o the southwest by the Lovington East Penn F i e l d , 

go across a. l o c a t i o n t h a t we r e c e n t l y d r i l l e d , the Texaco 

No.. 1 Lee Carter,, .and we come i n t o three w e l l s t o the east 

which are.- completed i n the Casey-Strawn F i e l d . 

- ' ••'DST's have been shown colored i n green. 

Pe r f o r a t i o n s are:shown-in red.. The upper zone.of p o r o s i t y , 

which i s ; colored i n red, t h i s i s the zone which i s producing 

i n these three w e l l s . I t comes across the w e l l , which d u r i n 
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d r i l l i n g operation they had a d r i l l i n g break. A DST was a t 

tempted, the packer f a i l e d , but we d i d recover o i l and o i l an 

gas cut mud. This would look l i k e a good zone. 

A lower zone i n which we also had p o r o s i t y 

which was not t e s t e d , but t h i s lower zone, which then comes 

down across t o the next well-, which p e r f o r a t e d and swabbed 

water, and we see i t going up on the east. 

So there are two zones I show compared t o 

the previous discussion of three zones. 

Again there's a l i t t l e map down i n t o ' t h e 

corner and I show the ar e a l d i s t r i b u t i o n of the two zones. 

The red shows the pper zone of p o r o s i t y and the blue zone 

shows the lower zone of p o r o s i t y , an a r e a l d i s t r i b u t i o n w i t h 

the cross s e c t i o n across i t . 

The next cross s e c t i o n --

0. Which has been marked as Ex h i b i t . Number 

Seven. • 

A. This again i s a s t r u c t u r a l cross s e c t i o n 

w i t h a datum of:-7300 f e e t . I t i s a northwest and southeast 

cross section going across the Casey-Strawn F i e l d . I t has 

been shown by t h i s red tape on the f i r s t e x h i b i t or i t can 

be shown by' looking down I n t o the corner. 

The, Strawn, top of the Strawn lime has been' 

picked and i s shown as we go across through here. The v e r t i -



•cal and of course- the h o r i z o n t a l scale are the same as on the 

previous e x h i b i t . ' • • . . . • 

We s t a r t o f f w i t h t h i s Burton Well, which i s 

a. dry hole i n the Strawn, no' DST's-and a ' t i g h t lime outside 

the. zone of p o r o s i t y . We go t o the C & K Shipp 23-A-T, which 

was discussed' p r e v i o u s l y , which had p o r o s i t y but was water 

bearing. We come 'to two w e l l s i n the Casey-Strawn which -:had 

upper zone which is,producing, which has been colored i n red. 

Again DST's are shown.in green. ' P e r f o r a t i o n s are shown i n 

red. 

We go t o two.other w e l l s which are not com

pl e t e d i n the Strawn. ' -

T h i s . i s a very i n t e r e s t i n g w e l l . I n f a c t , 

i t showed the zone of p o r o s i t y down around, a l i t t l e up above 

11^400. 

0, Would you please i d e n t i f y the-well? 

The ;name; of . the w e l l i s the Mesa Knowles No. 

7 U n i t , 'which i s a dry hole, as shown • on our map, l i n e of 

cross section.' 

'"'" There i s a zone-of p o r o s i t y shown but on the 

'caliper :'side, t h e r e ',s a -huge :wa shout. A DST across . t h a t zone 

recovered no f l u i d , no o i l , no water, so e v i d e n t l y i t i s a 

washout and not t r u e p o r o s i t y . So therefor,.based on t h a t , 

1'$ wad-t- t o -continue t h a t upper "zone -of- p o r o s i t y down to. t h a t 
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w e l l . 

As p r e v i o u s l y discussed, on the C & K,Shipp 

No. 1 i n Section 2 8', t h a t zone of p o r o s i t y I do not be l i e v e 

belongs there because of a washout, huge washout oh the c a l i 

per. Previously i t was c a l l e d a p e r m e a b i l i t y b a r r i e r . I ' d 

say i t ' s a loss of p o r o s i t y . 

Therefor, my zone goes from t h i s w e l l t o 

t h i s w e l l ; there's only production from these two w e l l s . 

The lower zone was p e r f o r a t e d and t e s t e d 

water i n t h i s one, t e s t e d water i n t h i s one. 

0. When you say t h i s one, you're going t o have 

to i d e n t i f y the w e l l s . • • •- . _ 

A. . Okay, we tested-water i n the C & K Shipp 28-

1, the C & K Shipp 34-A No. 1; both have water i n t o i t . 

,'>...' •'• .So there's two zones again, upper zone i n 

red, the lower zone i n blue. 

, Again, the a r e a l d i s t r i b u t i o n , the l i t t l e 

maps i»n the corner,, show, where the upper zone of p o r o s i t y I s 

and-where I the lower zone of p o r o s i t y i s . 

v ..Q, ' ... Okay. ,'Now T'd ask you t o r e f e r t o what has 

been marked.'Exhibit Number Eight and ask you t o i d e n t i f y t h i s 

A. Okay, E x h i b i t Number'Eight again i s a s t r u c 

t u r a l cross s e c t i o n . I t ' s an east/west cross s e c t i o n prim

a r i l y i n two previous w e l l s which d i d not.-complete, i n the 
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Strawn. They t i e d i n a'new w e l l , which i s the Shipp 27—A No. 

1 t o the n o r t h of our proposed l o c a t i o n and back i n t o the 

discovery w e l l , the Shipp 27 No. 1. ' 

Again t h i s shows a datura-of -7300. I t shows 

the connection w i t h the top of ' t h e Strawn.- DST's are shown . 

i n green; p e r f o r a t i o n s are shown i n fed. Again the upper zone 

comes i n through here, completed. The blue zone, the lower 

zone as we've seen before i n the Shipp 2 8 No. 1, and a l s o . i t -

i s t h i s -lower zone which has the f l u i d i n t o i t , which i s i n 

the Shipp 27-A No. 1. 

Again the ar e a l d i s t r i b u t i o n is. shown. The 

red shows the upper zone of p o r o s i t y ; the blue shows the lowe:: 

zone of p o r o s i t y . '- : , . 

Q. I n your analysis of the logs of the w e l l s 

r e f l e c t e d , i n the cross, section e x h i b i t s , have you formed an 

opinion as t o whether'or not there are recoverable reserves 

underlying the n o r t h h a l f of the southwest quarter' of Section 

27? ' '-• , , 

A. ; i n . the, n o r t h h a l f we could probably r u l e 

out where t h a t No. 1-A was d r i l l e d , which was water bearing, 

which probably only, occupies :20 acres. That i s the most I 

can take out i s ' t h a t 20-acre p o r t i o n of i t . 

I may continue my l i n e across, als o , t o 

r u l e out the west p o r t i o n of i t , so there would be a l i n e as 
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shown on my previous maps t h a t would go across the northern 

p a r t of i t , but. not r u l e out ..the whole'80 acres. 

Q. So i s i t your opinion t h a t — t h a t 4 0 acres 

'of the n o r t h h a l f are probably .unproductive and 40 acres are 

possibly productive? .' 

'• ' A. Yes, t h a t i s my opi n i o n . 

Q. I s i t . your opinion t h a t d e n i a l of C '& K's 

a p p l i c a t i o n i n Case 7730 and the g r a n t i n g of Texaco'-s case ' 

7762 i s i n the i n t e r e s t of 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. Granting t o Texaco., yes, by g i v i n g us two 

possible l o c a t i o n s i n there f o r d r i l l i n g compared t o only . 

one as proposed by C & K. 

Q. ' * ' And why would the f a c t o r of having the a b i 

l i t y t o , d r i l l two w e l l s , r a t h e r than one be i n the I n t e r e s t 

of... prevention of'waste and p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A. • . ; I believe by d r i l l i n g t h a t one l o c a t i o n , 

1-B, t h a t a l l t h a t would be drained_would be the east p o r t i o n 

•of t h a t southwest 'section up "to where t h a t dry hole i s . 

•• The — as.shown on my s t r u c t u r a l map, i t 

comes i n higher s t r u c t u r a l l y t o the southwest, so t h e r e f o r 

you would have t o d r i l l a w e l l over i n t o the southwest cornei 

or otherwise you could not d r a i n by d r i l l i n g t h a t one w e l l . 

Q. Would i t also preclude the d r i l l i n g of — i f 
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the p r o r a t i o n u n i t was o r i e n t e d as C & K i s requesting, a 

l i e down unit,, would, i n your o p i n i o n , a prudent operator be 

i n c l i n e d t o d r i l l . a well- i n the north, h a l f a t an orthodox 

location? 

A. -No, a prudent operator would'not d r i l l , i n 

the n o r t h h a l f . 

Q. ' I s i t - y o u r opinion t h a t the f a i l u r e t o do 

so would, r e s u l t i n the i n a b i l i t y to, d r a i n whatever reserves, 

you testimony, T b e l i e v e , 40 acres worth'of reserves i n the 

no r t h h a l f . o f t h a t quarter section? 

A. W i l l .you'state t h a t again? By d r i l l i n g — 

Q. Would a prudent operator' be precluded from 

d r i l l i n g , a-weir at an orthodox l o c a t i o n .in the n o r t h h a l f , 

in'your .^opinion,' thereby denying him'"— or denying the 

mineral'. owners.. the recovery of'40 acres worth of reserves i n 

t h a t northern.' h a l f ? ' 

. A. - - ' I b e l i e v e i f a w e l l could be d r i l l e d i n the 

northern h a l f you may get some; O i l but i t may not be econo

mical. 

Q. I would l i k e you t o r e f e r to. C & K's Exhi

b i t Number Eleven and from -- ask i f you agree w i t h the con

to u r map as r e f l e c t e d thereon? ' . 

. A. The w e l l t h a t they show on here, of course 

they have no i n f o r m a t i o n o n t o . i t , but i n Section 33 our Lee 
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Carter Well," which i s shown, has a circle,'-which would be 

660 from the east l i n e and 198 0 from the n o r t h l i n e , shows an 

Isopach, I b e l i e v e t h i s i s an Isopach of : zero on here, and t h i 

i s not' t r u e . This i s erroneous i n f o r m a t i o n . Maybe i t was 

i n t e r p r e t e d that, way because no i n f o r m a t i o n was a v a i l a b l e , 

but t h i s i s not t r u e i n t e r p r e t a t i o n . 

g; ' Well , what i s the .correct' information,. i f 

a v a i l a b l e , since I . guess-you had worked the w e l l i n question? 

A. '•'.-. Looking' q u i c k l y on the l o g onto i t , there 

would be 18 f e e t , 14 f e e t , 10;feet, f i v e f e e t , so i t would 

be 18, 28 , 38 , 42-., almost 49 f e e t of p o r o s i t y compared t o zero 

as shown.. ' < 

.•-t ' ''. -MR. RAMEY: Which well-.is that?. 

* That is. a recent w e l l of ours, the Lee Carter 

I t i s in. Section 33, 660' from the east l i n e and 1980 from the 

north l i n e . On- t h i s e x h i b i t i t ' s shown as a l i t t l e c i r c l e 

i n there. • . / = . . . ' . > , 

. '. g. . ,' Wow, the e x h i b i t .you're r e f e r r i n g t o i s 

C-- & K' s E x h i b i t "Number Eleven, I b e l i e v e . 

a. .. There's, no number so I don't know. • 

g. So the record, r e f l e c t s t h a t c o r r e c t i d e n t i 

f i c a t i o n . 

Were E x h i b i t s Five through Eight prepared by 

you or under your supervision? 
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A... Yes,, they were. . . . 

MR.- LOPEZ:' At t h i s time I ' d l i k e t o o f f e r 

Texaco's E x h i b i t s Five through Eight. 

MR. RAMEY: • Texaco' E x h i b i t s Five through 

Eight w i l l be admitted. 

Any questions.?". 

MR. -KELLAHIN: Yes , M r . Cha i rman . 

- . CROSS EXAMINATION" 

BY MR. ' KELLAHIN: . . . , . . 

g. Mr. Horvath> dp any of-.'your three cross sec

tions.'show a l o g of the Texaco w e l l t h a t you've r e c e n t l y 

d r i l l e d i n Section 33?' •. 

" ' A. ' ' No, there i s a cross s e c t i o n w i t h the pro

j e c t e d p o i n t s ' on i t , - b u t t h i s cross s e c t i o n was prepared 

p r i o r t o the logging of. t h a t w e l l , which would be A-A'. 

•J '•'•'', ' Y'ou 'see' 1 have a -DST shown on there and I 

showed', two zones of p o r o s i t y , a t least,, on there. That was 

the best i n f o r m a t i o n I had at the'time of preparing t h i s 

cross, s e c t i o n . 

g. You said t h a t there were l o g i n d i c a t i o n s of 

about 49 f e e t of po r o s i t y ? 

A. P o r o s i t y , yes.':'.' 

. .' g.. '.Did you complete t h i s as a producing well? 
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' 'fl. We are probably completing i t now. As of 

l a s t Friday; probably casing was being set and, yes, t h i s w i l l 

•be completed i n . this'.- '.. - ' • 

Q. When you say .you're running casing', do you 

know whether or not' i t ' s an economic"well a t :this point? 

A. r t should be.. I t came "in s t r u c t u r a l l y high 

t o ' e v e r y t h i n g around i t . 

g. But there've been no p o t e n t i a l s taken on 

t h i s w e l l . 

'fl. ": No, we had a DST, though, up above, which 

i n d i c a t e d o i l . ' ' . - • • . ' : 

;g. Do you have a l o g on t h a t w e l l t h a t I might 

see? ''' ; • ['•" .• 

, '" fl., ; ... Yes,.; I do. ,T have 'a.— ;. , . 

g. ;'•' Mr. Horvath, do you have a-copy of C & K's 

Exhibit'Number Eleven, t h a t ;yo.ir were just; . t a l k i n g about? 

A. . Yes, I do. Is. t h i s what i t says, t o t a l -

Lower Strawn P o r o s i t y ; I'm assuming t h i s i s the same t h i n g ' 

we.were lo o k i n g at? 

. g. Now t h i s was an e f f o r t - b y Mr.' Mosley t o 

show the Lower Strawn p o r o s i t y . .Where are you p i c k i n g the 

porosi t y ? At what depths in- your well,..Mr. Horvath? 

'A. Compared to' my l i n e of cross s e c t i o n or com

pared'to what happens on the log? -
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2 o. •Well, where i t occurs on a l o g . 

3 ' A. . . I f . you -- w e l l , I.don't have a l o g i n f r o n t 

4 of me again-. Go back t o your o r i g i n a l question again. 

5 Q. Yes, s i r , you've i n d i c a t e d c e r t a i n , a t l e a s t 

6 f o u r . i n t e r v a l s of p o r o s i t y . ' * 

7 A. Po r o s i t y , yes. 

8 . Q- 18, 14, .5, and 10. ' 

9 A. Yes. 

10 Q. I'd l i k e you t o show us oh one of your logs 

11 exactly- where you've picked t h a t p o r o s i t y . 

12 A. . "' On-my cross'section or on a log? 

13 : Q- ."' - Wherever i t , w i l l show the depths of them. 

14 A. •'. ' Well, you're going t o have t o look a t the 

15 log w i t h me. I only have one s e t , which you have completely. 

16 
. . ' -* -., MR. LOPEZ: Maybe 'we should mark t h i s E x h i b i : 

17 Nine-A. • " .' ' .' • •'• • '" .' .... 18 " <<-" A'. ' This i s one log t h a t we have. Let's see, 

19 what's the best way t o do t h i s ? • ' 

20 & I t h i n k we can make i t - r e a l e a s y ' i f we could 

21' j u s t stamp i t a f t e r you t e s t i f y . 

22 A. • Okay.' 

23 •" . :'Q- ' And i f y o u ' l l take a moment now and use a 

24 pen and-simply c i r c l e - o r i n d i c a t e i n whatever fashion, you 

25 . l i k e , those areas where you have picked p o r o s i t y . 



. ' . ' - . I l l -

fl. Okay. • 

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

fl. A l l r i g h t . Do -you have the other l o g also? 

Q. Yes. 

fl. .Thank you. . 

MR. LOPEZ: So the Commission could see i t , 

too. 

fl. The. top of the Strawn came i n p r e t t y close 

t o what I have on t h a t s t r u c t u r e map. I t h i n k i t came i n 

about 20 f e e t lower compared t o the.'structure map I submitted 

at -the -- our f i r s t e x h i b i t . 

- " •. The zones of p o r o s i t y t h a t we see up hear 

the top p o r t i o n , ' g o i n g down through — there's a zone of poro 

s i t y here, one through here, one. through here, and there's', 

also a lower one down' through t h i s p o r t i o n of i t . 

". . . "' ..'The DST t h a t was taken- only covered the up

permost p o r t i o n of i t . 

Q. A l l * r i g h t , Mr. .Horvath, i f you'd r e t u r n to' 

your seat, l e t me ask you some questions. 

'"' .fl. Okay. 

Q. Look a t C &. K' s" p o r o s i t y Isopach i n Section 

33 and. i f y o u ' l l f i n d the l o c a t i o n of the-Texaco w e l l , j u s t 

t o the south of "the Texaco w e l l Mr. Mosley'has drawn a zero 

contour l i n e . 
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fl. Yes. 

Q. Do you f i n d that? . 

fl. Yes, I do. 

0. Just t o the nor t h of t h a t l i n e , then, i s 

what appears t o be the — i t ' s contoured on 50 f o o t i n t e r v a l s 

so the next l i n e then i s going t o be at the 50-foot, a l l 

r i g h t , s i r ? 

fl. Okay. 

• Q. ' Nov/, i f we honor the p o r o s i t y you've given 

me:o.f some 49 f e e t , the e f f e c t on t h i s e x h i b i t , i s i t not, i s 

to simply take'the 50-foot contour l i n e and move i t t o the 

south and t o the west? 

fl. Just open i t up. 

. Q. I t 6pens.it up, does i t not? • 

* fl. .. That's t r u e , which i s our o r i g i n a l i n t e r p r e 

t a t i o n by showing the p o r o s i t y coming over i n t h i s d i r e c t i o n . 

.Q. A l l r i g h t , s i r , and i f you continue t h a t 

analysis on up t o the south h a l f of the southwest q u a r t e r , 

i t does nothing but improve the p o t e n t i a l for- p o r o s i t y i n 

the southwest of the southwest of t h a t s e c t i o n , does i t not? 

fl. That's t r u e . 

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

Now, i n looking at each of your cross' sec

t i o n s here, you have drawn i n the l e f t corner of each of their 
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i n one case i n red and the other blue, what you believe t o 

be the extent of p o r o s i t y both i n .the Upper Strawn and i n the 

Lower Strawn. 

A. Let's c a l l i t Strawn p o r o s i t y but.an upper 

zone and a lower zone. 

Q. . Upper porosity, zone and lower p o r o s i t y zone. 

.A. . Right. 

g. And i t would appear from a quick glance of -

of your ^shading t h a t on each of those cross sections f o r both 

the upper p o r o s i t y and the lower p o r o s i t y , t h a t i n each i n 

stance the south h a l f of the southwest quarter of Section 27 

appears" t o have more p o r o s i t y p o t e n t i a l than would the n o r t h 

h a l f of t h a t quarter section,. 

A. That i s t r u e . 

g. • -In. a d d i t i o n you t o l d me t h a t as a prudent 

operator you could not recommend t o Texaco t h a t there was 

any l o c a t i o n i n the n o r t h h a l f of the southwest quarter t h a t 

you would recommend be d r i l l e d . . 

A. Economical w e l l . 

g, A l l r i g h t , s i r , t h a t ' s a l l we're i n t e r e s t e d 

i n d r i l l i n g , I hope. 

A. That i s t r u e . You can d r i l l a w e l l and make 

a w e l l but not economically. 

g. A l l r i g h t . . . 
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A. A l l r i g h t . 

0. Now, i f a l l those things are t r u e , then, Mr. 

Horvath, the only t h i n g accomplished by o r i e n t i n g the pro

r a t i o n u n i t so t h a t there's an east h a l f of the southwest and 

a west h a l f of the southwest ' — 

A. Yes. 

0. -- would be t o give Texaco c r e d i t f o r non

productive acreage i n the proration- u n i t . 

" . "A. ; You would have two u n i t s which may be appro

ximately 60 acres, but then you n o t i c e t h a t a s i m i l a r t h i n g 

happened' down where the Mesa w e l l s have been d r i l l e d . You -

have a producing w e l l and you have a dry hole w i t h i n the same 

80-acre p r o r a t i o n u n i t . This i s not the f i r s t time t h a t has 

occurred, however. A very s i m i l a r s i t u a t i o n . 

g. The basic statement I have made t o you i s 

c o r r e c t , i s i t not, Mr. Horvath? 

A. Go back t o your statement again. 

• g. A l l r i g h t , s i r , I-said'a p r o r a t i o n u n i t t h a t 

includes any p o r t i o n of the n o r t h h a l f of the southwest 

•quarter, whether, i n p a r t i c u l a r regard, the east h a l f of the 

southwest q u a r t e r , you are going'to dedicate t o i t acreage 

which you know i s nonproductive. 

A. I t can have o i l i n i t , though. I d i d n ' t -

say-not be productive. I said i t w i l l have o i l i n i t . 
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Q. You said t h a t there was a p o t e n t i a l f o r con

demning 20 acres. 

fl. Because of the.dry hole, yes, i n the n o r t h 

east of the southwest. 

Q. And i f we o r i e n t t h a t so i t ' s a south h a l f 

of the.southwest q u a r t e r , then I don't see any of your e x h i b i 

t h a t show me t h a t any p o r t i o n o f the south half, of the south

west quarter i s going t o nonproductive. 

" 'fl. • Say t h a t again,"how, I got l o s t somewhere i n 

t h a t statement. 

. Q. • . YOu t o l d me t h a t there's a p o r t i o n of the 

.northeast of the southwest w i t h a" dry hole i n i t — 

fl. Uh-huh. 

Q. . — t h a t ' s not going t o be productive — 

.fl. Uh-huh, because of the dry hole. 

0. I t ' s condemned by the dry hole, 

fl. Dry hole, t h a t ' s t r u e . 

Q, A l l r i g h t , s i r . And i n looking a t your ex

h i b i t s , I- don't see anything here, unless you can p o i n t i t 

out, t h a t shows t h a t there i s some p o r t i o n of the south h a l f 

of the southwest quarter t h a t i s going to-be condemned. You 

condemned 20 acres out of a 40-acre t r a c t w i t h the dry hole. 

fl. ' I condemned 20 i n the northeast and con

demned 20 out o f , say, northwest out of the southwest. 
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2 Q. A l l r i g h t , s i r , what p o r t i o n of -the south-

3 west of the southeast — I'm sorry,.southwest of the south-

4 west, or of the southeast of the southwest? 

5 A. Have I condemned? -.-

6 & . '.Yes. 

7 ' A. Nothing.. 

8 & ; . . A l l ..right, s i r . ' • ''-•,. 

9 ./A. " But I.'m. showing t h a t there's a s t r u c t u r a l 

10 advantage by going.5 t o the south — t o the west ; you cannot 

11 d r a i n i t by l a y i n g your 80 down. 

12 

• • & 
A l l r i g h t , you,'re t e l l i n g me they ought t o 

13 'move the l o c a t i o n f a r t h e r t o the west. 

14 .:- -A. -' Or . d r i l l two d i f f e r e n t w e l l s . D r i l l the 

15 w e l l t h a t you have now;based on t h a t • i n f o r m a t i o n leave your

16 s e l f open and be able t o d r i l l a w e l l i n the southwest of the 

17 southwest; don't condemn i t at t h i s time.-

18 • ; Q. Have you made any c a l c u l a t i o n s or studies 

19 w i t h regards t o the drainage pa t t e r n s i n any of the w e l l s — 

20 .A. - No, t h a t ' s not -- t h a t ' s out of my f i e l d . . •• 

21 That 1s under engineering. -;• 

22 Q. That's an engineering problem,, i s i t not? 

23 fl. Yes, i t i s . 

24 . & A l l r i g h t , s i r . There are a couple .of ex-

25 amples of t h i s , Mr. Horvath, but let''s take E x h i b i t Number 
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2 Seven, and looking at your blue drawing of the lower p o r o s i t y , 

3 the dry hole i n the northeast of the southwest quarter — 

4 A.- Looks l i k e T may have t o also be l o o k i n g 

5 because I do not have --

6 0. . A l l r i g h t , s i r . 

7 fl. .' ' . Okay. Yes'. 

8 Q. , i t ' s ;the dry hole we've.been t a l k i n g about. 

9 • ;-fl. „. On the l i n e of .cross se c t i o n y o u ' l l n o t i c e 

10 t h a t .there i s p o r o s i t y . I t te s t e d water out of t h a t lower 

11 p o r t i o n of i t . 

12 ? - " Q. ' That's 'why you honored i t on"your map --

13 '• fl.- ' . . :Tha"t's r i g h t , t h a t i s true'. 

14 Q. — . t o show p o r o s i t y . A l l r i g h t . ; : 

15- .A.. That i s - t r u e . That, i s a t r u e statement.' 

16 Q. • A l l . r i g h t . ' I n a d d i t i o n a l b e l i e v e your map 

17 shows t h a t the w e l l i n 28 out of the southeast quarter — 

18 fl. The most recent w e l l , yes. 

19 Q. • Yes, s i r . Some of those you have honored, 

20 I b e l i e v e , w i t h p o r o s i t y values on your map. 

21 • f l . The lower zone, yes, w i t h p o r o s i t y , but the 

22 upper, no, because-of t h a t washout on t h a t caliper, side. I 

23 said t h a t i s not a t r u e zone o f p o r o s i t y . 

24 Q. . Nei4her,:fone of those wells - has produced, fron 

25 those zones, have they? 
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A. No, i t ' s a water bearing., area. 

Q. So — • ;/ 

' -A. But there i s a" p o s s i b i l i t y as you go t o the 

west i t , - w i l l become productive. 

Q,'. • ';•*• So the i n d i c a t i o n of p o r o s i t y doesn't neces

s a r i l y i n d i c a t e p r o d u c t i v i t y , does i t ? 

. '< . -A. .Not i n t h i s area but over f u r t h e r where our*' 

w e l l i s , there's a•good p o s s i b i l i t y . A l l r i g h t ? 

'-' ' MR. KELLAHIN: I have nothing f u r t h e r . 

. .< MR.> RAMEY : \Any other questions? He may 

be excused. ••- -,>..- « . .' 

MR. LOPEZ: I'd c a l l now Mr. Woliver. 

- JEFF M. WOLIVER 

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. LOPEZ: 

.g. Would you please - s t a t e ydur name and where, 

you reside? 

A. Yes, my name i s J e f f r e y M. Woliver and I . - , 

r eside i n Midland, Texas. - . 

Q. By whom are you employed and. i n what capa'--
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c i t y ? 

A. I'm employed by Texaco, Incorporated as the 

Midland D i v i s i o n Operations Engineer. 

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 i n 

Cases 7730 and '7 76 2?' 

. A. /• Yes, I . .am. 

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

Commission and had your q u a l i f i c a t i o n s as- a r e s e r v o i r engineer 

petroleum engineer, accepted.as a matter of record? 

A. Yes, I have. 

MR. LOPEZ : I s the witness . considered 'quali

fied? 

MR. RAMEY: He. i s considered q u a l i f i e d . 

Q. Mr. Woliver, I would' ask you • t o r e f e r t o 

what has been marked as Texaco's E x h i b i t Number Nine and ask 

you t o i d e n t i f y i t . 

A. Yes, s i r . Texaco' s • E x h i b i t Number Nine i s 

a general area map of the Casey-Strawn F i e l d . As shown on 

the map, the w e l l s t h a t produce from the. Strawn are i n d i c a t e d 

by the shaded i n c i r c l e s . 

I n the margins on t h i s map I have a number 

scheme t h a t I would l i k e ' t o e x p l a i n : That the f i r s t number 

i n the top i s the b a r r e l s of o i l per day produced from t h i s 

respective w e l l ; the second number i s the b a r r e l s of water 
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produced per day, and the l a s t number being the GOR f o r the 

w e l l . 

' I n the denominator', or i n the bottom of the 

scheme,'we have, the cumulative production through 1981, and 

t h a t i s presented i n thousands of b a r r e l s of o i l . 

'*. .../. The .last number- i s what I have determined t o 

be -the'ultimate repoyery from-each respective w e l l , and i t 

i s again presented i n thousands of b a r r e l s of o i l . 

'-' .' ' I ' d " l i k e t o p o i n t out on t h i s e x h i b i t t h a t ' 

the- o f f s e t t i n g - . w e l l s t o the. subject l o c a t i o n , t h a t i s the 

Shipp 27 No.- 1 and the Shipp 34-A-l.,, have cumulative recoveries 

through ,19 81 of 349,000 and 224,000 b a r r e l s , r e s p e c t i v e l y . 

Their ultimate-., recoveries I determined, to'.be on the order of 

500,000 b a r r e l s of o i l . That leaves a remaining reserves, of 

157,000 b a r r e l s f o r the Shipp 27-1 and 271, 000. b a r r e l s f o r 

the Shipp 34-A-1. 

Looking a t those- remaining, reserves,, the 

average of those two reserve., numbers, remaining reserves f o r 

the two o f f s e t t i n g w e l l s , i s 214,000 b a r r e l s , which l a t e r on 

I w i l l use i n my o p i n i o n c o n s e r v a t i v e l y to;generate some 

economics associated w i t h d r i l l i n g ; a well- a t the proposed 

l o c a t i o n . ' -.-.•.', -• -

Q. Okay. I'd now - ask- you t o r e f er t o what's 

been marked as E x h i b i t Number Ten and ask you t o e x p l a i n i t . 
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A. Yes, s i r . E x h i b i t Number Ten i s a cost e s t i 

mate of the cost t o d r i l l and complete the w e l l i n the Casey-

Strawn Field.- I would l i k e t o mention, as Ms.- Lebow mentioned 

e a r l i e r , the d r i l l i n g . c o s t s have been reduced s u b s t a n t i a l l y 

i n - t h e 'last several months, and t h i s i s r e f l e c t e d i r i t h i s 

cost estimate.-

The cost t o — the cost associated w i t h 

d r i l l i n g and- completing a w e l l i n the Casey-Strawn F i e l d we 

have estimated t o be j u s t under $ l - m i l l i o n . 

0. And I believe you t e s t i f i e d t h a t the reason 

f o r t h i s i s t h a t d r i l l i n g costs have decreased s u b s t a n t i a l l y 

i n recent months. 

A. Yes, s i r , t h a t . i s t r u e . I t h i n k t h a t Ms. 

Lebow mentioned something on the order of $1-. 3 - m i l l i o n . Our 

o r i g i n a l estimate on some work .that we've done out there i s 

also on the order of $ 1 . 3 - m i l l i o n , but as the d r i l l i n g a c t i 

v i t y has slowed down, an operator does no longer have t o pay 

i n most instances move-in costs and the a c t u a l cost of 

d r i l l i n g has been reduced s u b s t a n t i a l l y ; i n some cases almost 

h a l f . 

Q. I t h i n k i t ' s Ms. Lebow. 

A. I'm sorr y , Ms. — what d i d I say? 

0. Lobo. 

A. I'm sorry. • 
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Q. I'd.now ask you t o r e f e r t o what's been 

marked E x h i b i t .Number Eleven and " i d e n t i f y ' t h a t , please. 

fl.v Yes,' s i r . E x h i b i t Number Eleven are some 

economics t h a t I have generated af t e r " Federal Income, f a x ' f o r 

a .well at ,the" proposed l o c a t i o n . I've i n d i c a t e d here what. 

I:'ve' estimated t o be the .tangible d r i l l i n g ' c o s t s , the i n t a n 

g i b l e ' d r i l l i n g - costs, .and then ..the reserves t h a t I spoke-to-

when I talked'about my f i r s t e x h i b i t of the average of the 

two' o f f s e t t i n g -remaining reserves, o f f s e t t i n g Wells-' -remaining 

reserves of 214,000 b a r r e l s . ,. ; ". 

. . I ; have co n s e r v a t i v e l y assumed t h a t the l i f e 

time GDR f o r ' a w e l l out there w i l l be 1000 cubic f e e t per 

barrel-and then the -- t h e r e f o r the associated gas reserves 

ends up being on the order of 214-miliion.cubic f e e t . 

From decline curve analysis I have determined 

t h a t the -project l i f e f o r these reserves w i l l be on the order 

of.24 years and plugging i n t o our economics, the economics 

generated.from these d r i l l i n g costs and•associated reserves 

r e s u l t s ..in a payout of 2/11 years; a. present .worth net prof i t 

of over $ 2 - m i l l i o n ; a present worth index of 3,11 and a d i s 

counted cash' flow.; r a t e of return, of j u s t ..oyer'-" 46 percent. ... 

These are good economics f o r a w e l l a t t h i s 

depth and t h i s i s very, much a - d r i l l a b l e l o c a t i o n . 

.;•.,-. Q. ' Now I b e l i e v e , Mr. Woliver, you stat e d t h a t 
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i n your opin i o n as a petroleum r e s e r v o i r engineer the estimate 

of 214,00 recoverable b a r r e l s of o i l underlying the proposed 

l o c a t i o n ' i s conservative. 

fl. Yes, t h a t i s my ••opinion. 

Q. . • And the reason t h a t you believe t h i s e s t i 

mate to be a conservative one i s because of the i n f o r m a t i o n 

ascertained' from the'two d i r e c t o f f s e t w e l l s . 

' : fl. Yes, i t becomes conservative because i t as

sumes any o i l p r i o r t o —- p r i o r t o how has been drained. I n 

other words, w e ' r e . j u s t . l o o k i n g a t the remaining reserves 

out there. 

Q. I f , and I assume t o some extent C & K must 

agree w i t h you or they wouldn't be proposing t o d r i l l the welL 

at the l o c a t i o n , i f t h ings are as you represent them t o be, 

what i s your opinion'about the recoverable reserves under an 

o f f s e t w e l l d r i l l e d d i r e c t l y t o the west of the proposed 

l o c a t i o n w i t h a west h a l f southwest quarter dedicated t o such 

a well? 

fl. Well, f i r s t of a l l , I would l i k e t o say t h a t 

at t h i s time i t i s I would not l i k e t o -speculate t o the 

amount of reserves t h a t I could assign t o a w e l l i n the west 

h a l f of t h a t quarter section u n t i l the d r i l l i n g of the well' . 

i n the east h a l f , or at the proposed l o c a t i o n . 

Upon d r i l l i n g the w e l l a t the proposed loca-
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t i o n , i f i t cairie i n as good or not even as good as the other 

w e l l s i n the. area of ,the f i e l d , and maintained t h a t production 

s i m i l a r .'to the w e i l s out th e r e , c u r r e n t l y out th e r e , then I 

would,have no•problem i n recommending t o my management t h a t 

we need to. d r i l l a'-well t o the west. S o ' i t would be a d r i l l 

able location",- also.. ,'..'-

Of ..course-that i s based on the proposed loca 

t i o n , a w e l l a t the proposed l o c a t i o n , being •— coming i n 

r e l a t i v e l y -- r e l a t i v e l y good. 

• Q. You heard Mr. Horvath's testimony. Do you 

agree .that a w e l l d r i l l e d at the proposed l o c a t i o n w i l l have 

d i f f i c u l t y d r a i n i n g reserves underlying the southwest of the 

southwest i n Section 27? 

fl. Just a second, the southwest of the south

west, .yes. • 

Q, Why? 

- A. F i r s t of a l l , as Mr. Horvath has i n d i c a t e d 

and shown i n h i s -— i n h i s s t r u c t u r a l i n t e r p r e t a t i o n , which 

I - b e l ieve t h e , g e o l o g i s t w i t h C & K w i l l agree, t h a t you move 

up dip as you move t o the west of the proposed l o c a t i o n . I , 

personally,'do not know how you can d r a i n o i l up d i p from 

-a w e l l down d i p completely. I don't know how you can do 

t h a t , and t h e r e f o r , i n my opinion a w e l l i n the-east h a l f of 

the subject q u a r t e r s e c t i o n cannot d r a i n the area of the 
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west h a l f of t h a t quarter section i f indeed,, t o the extent 

t h a t a second w e l l can, i f indeed the d r i l l i n g of the pro

posed w e l l gives us an i n d i c a t i o n t h a t we do have p r o d u c t i v i t y 

over i n t h a f p a r t of t h e - f i e l d . 

-• I would, l i k e -- I would l i k e t o point- out 

t h a t t h i s i s a strange f i e l d and very hard t o say what'-s going 

t o be a good l o c a t i o n and what i s not going t o be a good loca

t i o n , but I . t h i n k there's several examples where you — i t 

gives you the i n d i c a t i o n ' t h a t you should not d i s q u a l i f y 

acreage u n t i l you have d r i l l e d a w e l l on t h e r e . 

A p e r f e c t example i s the C & K Petroleum 

34-A-2:' I t i s d i r e c t l y o f f s e t by a dry hole i n the^Strawn 

and i t i s a w e l l t h a t I have f i g u r e d w i l l — i t has c u r r e n t l y 

put i n t o the tanks 200,000 b a r r e l s of o i l , and I f i g u r e d the 

u l t i m a t e f o r t h a t w e l l on the order of a h a l f -- j u s t over 

a" h a l f a m i l l i o n barrels- of o i l , and i t i s d i r e c t l y o f f s e t 

t o a dry hole. 

g. . I s i t your opinion t h a t denying of — t h a t 

the d e n i a l pf C S K's a p p l i c a t i o n i n Case 7730 and the 

g r a n t i n g of. .Texaco's a p p l i c a t i o n i n Case Nufnber 7762, i s i n 

the i n t e r e s t of the prevention of waste and 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, i t i s . 

. g, . .Were E x h i b i t s Nine through Eleven prepared 
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by you" or under your supervision? 

'•;. . A. .. . Yes, they were. 

- ' .MR.. LOPEZ: At t h i s time I would l i k e t o 

o f f e r Texaco E x h i b i t s Nine through Eleven.. 

• '" * • . MR;- RAMEY: Ex h i b i t s ' Nine through Eleven 

w i l l be admitted. "" 1 

MR. LOPEZ: I guess ' I might as-well also 

o f f e r E x h i b i t Nine-A. 

' MR. RAMEY: E x h i b i t Nine-A, whatever condi

t i o n i t ' s i n , w i l l be admitted. 

Any questions of the witness? r •• : 

',::;" MR. LOPEZ: I have, no f u r t h e r questions. 

; MR. KELLAHIN: Mr. Woliver,, i t pains me, but 

I don't have any questions. 

MR. RAMEY: The witness may be excused. 

Do you have a n y t h i n g • f u r t h e r i n t h i s case? 

MR. LOPEZ: No, Mr. Ramey. 

MR. ,RAMEY: DO you have" statements.you want 

to make? Mr. Woliver, you may be excused. 

MR. LOPEZ: As the Commission i s w e l l aware, 

i t i s delegated the. duty of admini s t e r i n g the s t a t u t e s f o r 

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 . , ' . •• 

I be l i e v e t h a t the.testimony here today has 
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amply demonstrated t h a t i f C & K's a p p l i c a t i o n i s -- f o r an 

o r i e n t a t i o n , of the south h a l f laydown u n i t i n the southwest 

quarter of -Section'27 i s granted, t h a t because of the v a r y i n g 

mineral; i n t e r e s t ownership i n ; the southwest quarter of Sectior 

2 7,- t h a t t o a l t e r t h e . p r o r a t i o n u n i t s t o stand-up e i g h t i e s 

would v i r t u a l l y be impossible. 

I t h i n k the evidence has shown t h a t there 

i s indeed e x i s t i n g , p o t e n t i a l r e s e r v o i r production underlying 

at l e a s t a s u b s t a n t i a l p o r t i o n of the n o r t h h a l f of Section 

2 7 t h a t would not be d r i l l e d at a standard l o c a t i o n i f the 

p r o r a t i o n u n i t s were going i n as laydowns. 

I t h i n k . t h a t i t i s c l e a r from C '& K's t e s t i 

mony t h a t they f e e l compelled t o disregard the c o r r e l a t i v e 

r i g h t s of the i n t e r e s t owners i n the n o r t h h a l f quarter --

n o r t h h a l f of the southwest q u a r t e r , as w e l l as d i s r e g a r d i n g 

the waste t h a t would ensue therefrom i n order t o p r o t e c t 

t h e i r own i n t e r e s t s i n the o f f s e t t i n g acreage t o the south 

of the southwest quarter of Section 27. 

I believe t h a t the evidence has shown t h a t 

the Casey-Strawn F i e l d i s indeed a s t r a n g e ' f i e l d ; t h a t the 

p r a c t i c e has been to r e o r i e n t the 8 0-acre p r o r a t i o n u n i t s 

from liedown t o stand-up; t h a t there does indeed e x i s t i n 

the s e c t i o n t o the south an occasion t h a t i s q u i t e s i m i l a r 

to the one at hand, where there i s an 8 0-acre p r o r a t i o n u n i t 
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dedicated t o a producing w e l l where t o the south of i t i n the 

same p r o r a t i o n unit, .there e x i s t s a dry hole. 

v , • I bel i e v e t h a t the Commission r e a l l y has- no 

a l t e r n a t i v e but t o keep the door open f o r an o f f s e t w e l l t o 

be d r i l l e d o f f s e t t i n g the proposed l o c a t i o n . 

Texaco has stat e d t h a t i t i s ready, w i l l i n g , 

and able,.and Yates- has assured us the Commission should r e 

ceive w r i t t e n assurances very s h o r t l y , t h a t they w i l l j o i n i n 

the w e l l t h a t Texaco would propose t o d r i l l at the proposed 

l o c a t i o n , except t h a t we would dedicate the east h a l f o f the 

southwest quarter r a t h e r than the south h a l f . 

Aside from t h a t I can't amplify much oh the 

proposal presented here today. 

. M R . RAMEY: Thank you, Mr. Lopez. 

Mr. Kellahin? 

MR. KELLAHIN: Mr. Chairman, at some p o i n t 

i n the afternoon one of the Texaco witnesses said t h a t Texa

co' s c o r r e l a t i v e r i g h t s were going t o be damaged i f t h i s was 

ori e n t e d t o the south h a l f as opposed t o the east h a l f , and 

I have w a i t e d c p a t i e n t l y a l l afternoon t o : f i n d out .how t h e i r 

c o r r e l a t i v e r i g h t s were going t o be damaged, and I have y e t 

to hear' i t . 

I t h i n k t h i s i s as easy a case as you're 

going t o see. What Texaco wants us t o do i s t o take acreage 
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tHat'they admit t h a t they don't want t o d r i l l ; t h a t a p o r t i o n 

of which i s condemned by. a dry hole;' t h a t want us t o take that 

'acreage, 'that nonproductive acreage t h a t ' s already been con

demned, and assign''it a value so t h a t they can p a r t i c i p a t e 

i n the production derived from t h i s w e l l . • • ' 

I t h i n k that's. outrageous. Mr. Latham.has 

sat p a t i e n t l y by a l l these years w a i t i n g f o r somebody t o deve

lop h i s acreage.. The evidence of both geologists here sup

p o r t the p r o p o s i t i o n t h a t the best acreage i s i n the south 

h a l f of the southwest quarter. I t doesn't matter t o C & K, 

t h e i r i n t e r e s t doesn't change however you t u r n i t , but I t h i n k 

i t ' s a fundamental e r r o r t o take nonproductive acreage'when 

there i s a v a i l a b l e productive acreage t h a t can be dedicated 

t o t h i s • w e l l . 

We've established f o r you t h a t one w e l l i s 

c e r t a i n l y capable, using the most conservative values as an 

engineer, t o d r a i n an 80-acre 'p r o r a t i o n u n i t . I f I understand 

Texaco 1s p o s i t i o n , they t h i n k we may be s t r u c t u r a l l y low i n 

our l o c a t i o n . That doesn't j u s t i f y p u t t i n g n o r t h h a l f acreage; 

i n t o ' t h i s p r o r a t i o n u n i t . I t might r e q u i r e us t o come back 

and d r i l l a second w e l l i n the south h a l f a f t e r we.' ve complete 

the f i r s t w e l l . Why should they have a bigger share when a l l 

they have t o do i s t o give us acreage t h a t has already been 

condemned? I b e l i e v e the answer .is .clear. They have no r i g h t 
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t h e i r " c o r r e l a t i v e r i g h t s are not damaged. 

We ought to'be allowed t o d r i l l the south 

h a l f and dedicate .that as a p r o r a t i o n u n i t t o t h i s w e l l . 

Thank- you. ' 

MR. RAMEY: -Thank you, Mr. K e l l a h i n . 

Does anyone have anything f u r t h e r t o add i n 

Case 7730? 

I f n o t , - w e ' l l take the case under advisement 

and the hearing, i s adjourned; 

(Hearing concluded.) 
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the foregoing Transcript of Hearing before the Oil Conserva
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i s a f u l l , true, and correct record of the hearing, prepared 

by mc to tho best of ny a b i l i t y . 


